


This document comprises a registration document (the “Registration Document”) relating to Bytes Technology Group plc (the
“Company”; Bytes UK and its subsidiary undertakings, or in the event of and following the Demerger, the Company and its
subsidiary undertakings, including Bytes UK the “Bytes Group”) prepared in accordance with the Prospectus Regulation Rules of
the Financial Conduct Authority of the United Kingdom (“FCA”) made under section 73A of the Financial Services and Markets
Act 2000 (“FSMA”). This Registration Document has been approved by the FCA, as competent authority under the Prospectus
Regulation Rules. A copy of this Registration Document has been filed with the FCA and has been made available to the public in
accordance with the Prospectus Regulation Rules. The FCA only approves this Registration Document as meeting the standards of
completeness, comprehensibility and consistency imposed by the Prospectus Regulation. Such approval should not be considered
as an endorsement of the Company that is the subject of this Registration Document.

The Directors and the Proposed Directors, whose names appear on page 22 of this Registration Document, and the Company
accept responsibility for the information contained in this Registration Document. To the best of the knowledge of the Directors, the
Proposed Directors and the Company, the information contained in this Registration Document is in accordance with the facts and
the Registration Document contains no omission likely to affect its import.

This Registration Document should be read in its entirety. See Part 1 "Risk Factors" of this Registration Document for a discussion of
certain risks relating to the Bytes Group.
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No representation or warranty, express or implied, is made and no responsibility or liability is accepted by any person other than the
Company, the Directors and the Proposed Directors, as to the accuracy, completeness, verification or sufficiency of the information
contained herein and nothing contained in this Registration Document is, or shall be relied upon as, a promise or representation by
any of the Company’s advisers or any of their respective affiliates as to the past, present or future. The delivery of this Registration
Document shall not, under any circumstances, create any implication that there has been no change in the business or affairs of the
Company since the date of this Registration Document or that the information contained herein is correct as at any time subsequent to
its date. No person is or has been authorised to give any information or to make any representation not contained in or not consistent
with this Registration Document and, if given or made, such information or representation must not be relied upon as having been
authorised by the Company. Without limitation, the contents of the website of the Bytes Group, including the websites of the Bytes
Group’s business units, do not form part of this Registration Document and information contained therein should not be relied upon
by any person.

This Registration Document may be combined with a securities note and summary to form a prospectus in accordance with the
Prospectus Regulation Rules, under which a securities offering may in the future be made. A prospectus is required before an
issuer can offer transferable securities to the public or request the admission of transferable securities to trading on a regulated
market. This Registration Document makes reference to and describes the proposed demerger of Bytes UK from the Altron Group,
Bytes UK's acquisition by the Company and its wholly owned subsidiary, Bytes Technology Holdco, and the proposed admission of
the Company's securities to the premium listing segment of the Official List and to trading on the London Stock Exchange's Main
Market and on the Main Board of the JSE by way of a secondary inward listing ("Admission"). Prior to any application for Admission
being made, this Registration Document will be combined with a securities note and summary to form a prospectus. However, this
Registration Document, where not combined with a securities note and summary to form a prospectus, cannot be used in connection
with an application for Admission and does not constitute an offer or invitation to sell or issue, or a solicitation of an offer or invitation
to purchase or subscribe for, any securities in the Company in any jurisdiction, nor shall this Registration Document alone (or any
part of it), or the fact of its distribution, form the basis of, or be relied upon in connection with, or act as any inducement to enter into,
any contract or commitment whatsoever with respect to any offer or otherwise.

Any securities referred to in this Registration Document have not been, and will not be, registered under the US Securities Act of
1933, as amended (the “US Securities Act”) or with any securities regulatory authority of any state of the United States, and may not
be offered or sold in the United States absent registration under the US Securities Act except to qualified institutional buyers (“QIBs”)
as defined in Rule 144A under the US Securities Act (“Rule 144A”) pursuant to an exemption from, or in transactions not subject to,
the registration requirements of the US Securities Act. Any securities referred to in this Registration Document have not been and
will not be registered under the applicable securities law of Canada, Australia or Japan and, subject to certain exceptions, may not
be offered or sold within Canada, Australia or Japan or to any national, resident or citizen of Canada, Australia or Japan.

The distribution of this Registration Document in certain jurisdictions may be restricted by law. Other than in the United Kingdom,
no action has been taken or will be taken by the Company to permit the possession or distribution of this Registration Document in
any jurisdiction where action for that purpose may be required or doing so is restricted by law. Persons into whose possession this
Registration Document comes are required by the Company to inform themselves about and observe any such restrictions. In the
United States, this Registration Document may not be distributed nor may copies of it be made available without the Company’s prior
written consent other than to people who have been retained to advise in connection with this Registration Document or persons
reasonably believed by the Company to be QIBs. Accordingly, neither this Registration Document nor any advertisement nor any
offering material may be distributed or published in any jurisdiction, other than in the United Kingdom, except under circumstances
that will result in compliance with any applicable laws and regulations. Any failure to comply with such restrictions may constitute a
violation of the securities laws of any such jurisdiction.

The contents of this Registration Document are not to be construed as legal, financial or tax advice. Each recipient of this Registration
Document should consult his, her or its own legal, financial or tax adviser for advice.

Certain terms used in this Registration Document are defined in Part 12 "Definitions". This Registration Document speaks as at the
date hereof.

The date of this Registration Document is 2 November 2020.
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PART 1 - RISK FACTORS

The risks and uncertainties described below represent those that the Bytes Group consider to be material
at the date of this Registration Document. The risk factors described below are not an exhaustive list or
explanation of all risks relating to the Bytes Group and should be used as guidance only. Additional risks
and uncertainties relating to the Bytes Group that are not currently known to the Bytes Group, or that the
Bytes Group currently deems immaterial, may individually or cumulatively also have a material adverse
impact on the Bytes Group’s business, results of operations, financial condition or prospects.

This Registration Document contains “forward-looking” statements that involve risks and uncertainties. The
actual results may differ significantly from the results discussed in the forward-looking statements. Factors
that might cause such differences include those discussed below and elsewhere in this Registration
Document. See “Forward-looking Statements” in Part 2 "Presentation of Financial and Other Information”
of this Registration Document.

1 Risks relating to the business and operations of the Bytes Group

1.1 The Bytes Group depends on the sustainability of its relationships with key vendor partners
and their distributors, particularly its relationship with Microsoft

The Bytes Group does not generally produce products for sale to its customers but rather sources them
through its vendor partners, including their distributors who are authorised to make their products available
to resellers, including value-added resellers ("VARs") such as the Bytes Group. Therefore, the Bytes
Group is dependent on its vendor partners and their distributors in respect of its revenue from the sale
of software. Resales of products supplied through the Bytes Group's top ten vendors by gross profit
accounted for 74.1 per cent. of the Bytes Group’s gross profit in FY20 (FY19: 76.6 per cent.), representing
£58.7 million (FY19: £48.7 million). Microsoft is the Bytes Group's most significant vendor partner and
resales of its products alone accounted for 52.4 per cent. of the Bytes Group's gross profit in FY20 (FY19:
53.9 per cent.), representing £41.5 million (FY19: £34.3 million).

The Bytes Group has arrangements in place with certain vendor partners and distributors which provide
for specific terms and conditions that apply to transactions conducted by the Bytes Group. Many vendor
partners have also established reseller programmes which require that participants (such as the Bytes
Group) agree to their standard terms and conditions. In both cases, the terms and conditions may include
requirements to achieve and maintain certain volumes of sales or a level of accreditation, which may be
based on volume of sales and/or the number and level of certifications attained by the Bytes Group’s
employees in respect of that vendor partner’s products. In addition, vendor partners may limit the Bytes
Group's right to resell some or all of their products. Further, the standard terms and conditions for most
reseller programmes (and, in certain cases negotiated terms and conditions with vendor partners) can
be amended by the relevant vendor partner with limited notice. There can be no assurance that the
Bytes Group will be able to comply with all existing and/or future terms and conditions imposed by
vendor partners and their distributors, or otherwise continue to be able to resell products on the terms
currently applied. Vendor partners also periodically change their fee arrangements with VARs, and any
such changes could have an adverse impact on the Bytes Group's gross profit.

The Bytes Group's vendor partners may be able to terminate their arrangements with the Bytes Group
upon certain events, such as a change of control, or, in certain cases, with limited notice or without cause.
The Demerger could constitute a change of control for the purposes of certain arrangements between the
Bytes Group and its vendor partners, and there can be no assurance that, subject to the terms of those
arrangements, some or all of those vendor partners will not seek to amend or terminate their arrangements
as a result. Further, even where the Bytes Group has complied with its obligations, vendor partners and
distributors may expand their relationships with or provide more favourable terms to the Bytes Group's
competitors, given that the Bytes Group's relationships with vendor partners and distributors are generally
non-exclusive.

The Bytes Group's vendor partners may also elect not to enter into new relationships with the Bytes
Group, or renew favourable terms presently made directly available to certain of the Bytes Group's
customers (such as the Microsoft DTA between Microsoft and Crown Commercial Services) when those
arrangements become due for renewal. The Microsoft DTA, which provides discounted pricing and
beneficial terms for certain Microsoft products to eligible UK public sector organisations, is due for renewal



in April 2021. While the Directors and the Proposed Directors expect the Microsoft DTA to be renewed by
Microsoft for a further three year term, there can be no assurance that the Microsoft DTA will be renewed.
If the Microsoft DTA is not renewed, the Bytes Group would still be able to resell Microsoft products to the
UK public sector organisations currently covered by the Microsoft DTA but may, under such circumstances,
be required to resell such Microsoft products to them without the discounted pricing and/or beneficial terms
they would have otherwise received under the Microsoft DTA, and, as a result the affected UK public sector
organisations may decrease their overall spend on Microsoft products with the Bytes Group. Accordingly,
any failure to renew the Microsoft DTA may have an adverse impact on the Bytes Group's resale of
Microsoft products to the UK public sector, and, as a consequence, on the Bytes Group's business and
profitability.

If the Bytes Group were unable to comply with the terms and conditions imposed by vendor partners and
their distributors, or were unable to resell some or all of its vendor partners’ products, in particular Microsoft
products, or if such arrangements with the Bytes Group's vendor partners and/or distributors were
amended to contain less favourable terms, or vendor partners elected not to enter into new relationships
with the Bytes Group, it could have a material adverse effect on the Bytes Group’s business, results of
operations and financial condition.

1.2 The failure to meet certain performance requirements, including the loss of vendor
accreditations by the Bytes Group, could result in it being unable to join new framework
agreements, or result in the termination of existing framework agreements, either of which
could negatively affect the Bytes Group's ability to do business with public sector
customers

The Bytes Group is a party to various framework agreements with national and local public sector
organisations, predominantly in the UK government, public education and healthcare sectors. Under
the terms of these framework agreements, organisations can quickly purchase products and services
on standard terms and conditions without needing to conduct a lengthy and costly independent tender
process. Whilst there is no requirement for public sector organisations to contract through such framework
agreements, the Directors and the Proposed Directors believe that the Bytes Group's recognition as a pre-
qualified supplier through such arrangements (including the associated administrative efficiencies) enables
it to undertake significantly more business with public sector customers.

To provide services under these agreements, the Bytes Group must agree to certain terms and conditions
that would not typically be agreed between the Bytes Group and its corporate customers. For instance,
framework agreements may require the Bytes Group to maintain specified technical and other certifications
and accreditations and meet certain customer satisfaction criteria. The Bytes Group's failure to comply
with such terms and conditions under its framework agreements may result in a public sector organisation
terminating the Bytes Group's participation in a relevant framework agreement or reducing any orders it
may otherwise place with the Bytes Group under the terms and conditions of the framework agreement.

Further, given the long-term nature of framework agreements (with such arrangements generally lasting
for between three and five years), the process for securing a position on a new framework agreement
is highly competitive. Public sector organisations generally consider a variety of factors (including vendor
accreditations and other certifications) in determining which suppliers are selected for inclusion on the
framework. Any failure to meet applicable performance or other eligibility requirements , including the loss
of vendor accreditations, could result in the Bytes Group being unable to join new framework agreements.

A significant portion of the Bytes Group's revenue and gross profit, particularly in the Phoenix business, is
attributable to public sector customers and a significant portion of that public sector business is undertaken
through framework agreements. Accordingly, if the Bytes Group were unable to join new framework
agreements, or if its participation in existing framework agreements were terminated, the Bytes Group's
revenue from public sector customers could decrease, which could have a material adverse effect on the
Bytes Group's business, results of operations and financial condition.

1.3 Incentive income received from the Bytes Group's vendor partners and their distributors,
which partially offsets its costs of sales, may be significantly reduced or eliminated

Certain vendor partners and/or their distributors provide the Bytes Group with incentives in the form of
rebates, marketing funds and price protections, which enable the Bytes Group to partially offset its cost of
sales. The Bytes Group's eligibility for such incentives may be based on a variety of factors such as its
volume of sales, levels of accreditation and certifications held, growth rate of net sales or purchases and
marketing programmes. In FY20, the Bytes Group received £22.9 million in rebate income from its top 10
vendor partners and their distributors (FY19: £20.5 million), representing 6.1 per cent. of the Bytes Group's



revenue (FY19: 5.9 per cent.).

If the Bytes Group does not meet the eligibility requirements for these programmes, or does not comply
with their terms, it may have an adverse effect on the level of incentive income offered or paid to the
Bytes Group. In addition, there can be no assurance that the vendor partners (or their distributors) will
continue to offer such incentives or that they will not reduce the level of available incentives or change
the eligibility requirements. Any adverse changes to such programmes, including the elimination of, or
significant reductions in, amounts made available to the Bytes Group under such programmes (in particular
those of Microsoft and its other top ten vendor partners), could have a material adverse effect on the Bytes
Group’s business, results of operations and financial condition.

14 The success of the Bytes Group's business and the implementation of its growth strategy
depends on its ability to attract, recruit and retain a talented sales team

The success of the Bytes Group's business and the implementation of its growth strategy is reliant on
the effectiveness of its sales team in increasing the amount of business from the Bytes Group's existing
customers, as well as driving new customer growth. The Bytes Group's sales team, which includes sales
directors, account directors, account managers and sales specialists, is responsible for both managing and
growing existing customer relationships and establishing new customer relationships. As the Bytes Group
continues to develop and diversify its offering, it is important that its sales team members also have the
capacity, technical expertise and motivation to effectively sell its offerings to customers. In particular, the
Directors and the Proposed Directors believe that the longevity of service and depth of industry knowledge
of its sales team members is a key component of its relationships with customers.

The Directors and the Proposed Directors believe that a significant factor in the Bytes Group's long-term
retention rate of key sales staff is its differentiation as an employer-of-choice, with Bytes Software Services
being ranked 21st in the Sunday Times' list of the best 100 Mid Companies to work for in 2020. If the
Bytes Group were unable to maintain this distinction and its reputation in the market for having a strong
employee culture, it could have greater difficulty in attracting and retaining a talented sales team and could
also be required to increase remuneration levels to attract and retain sales staff.

If the Bytes Group were unable to attract, recruit and retain a talented sales team as a result of a
deterioration in its employee culture or for any other reason, it may experience a decline in its ability to
effectively sell its offerings and the overall levels of customer service. As account managers typically act
as customers’ primary point of contact from the start of a customer relationship, the Bytes Group may also
face a deterioration in, or loss of, customer relationships if account managers leave the Bytes Group or if
growth in customer numbers strains the capacity of account managers or other sales team members. Any
such deterioration in customer relationships could negatively impact the Bytes Group's ability to maintain
its existing customer base and grow its share of the customer wallet (see paragraph 1.8 of this Part 1, "The
Bytes Group may be unable to maintain customer relationships or grow customer spend”). Further, any
increase in the necessary levels of remuneration for sales staff may reduce the Bytes Group's profit margin
(given that staff costs comprise a significant majority of the Bytes Group's costs). If any of these events
were to occur, it may have a material adverse effect on the Bytes Group's business, results of operations
and financial condition.

1.5 Any deterioration in the Bytes Group's culture could result in a decline in employee
satisfaction and, as a result, customer service and satisfaction

The Directors and the Proposed Directors believe that having motivated and engaged employees is critical
to the delivery of a high quality customer service offering and, in turn, profitable growth. The Directors
and the Proposed Directors believe that the successful motivation and incentivisation of the Bytes Group's
employees has been largely dependent on its strong employee culture. However, as the Bytes Group
continues to grow its business, it may face challenges in maintaining its distinctive culture, which could
be further exacerbated by a continuation of the growing trend towards remote working, particularly as a
result of the COVID-19 pandemic. For example, maintaining open communication from, and visibility of,
members of Senior Management across a more dispersed and remote employee base may become more
difficult and levels of employee engagement and satisfaction may suffer as a result.

Were the Bytes Group to experience any adverse change in its culture, levels of employee satisfaction
may decrease, which may result in a decline in overall employee performance and, therefore, lower levels
of customer service and satisfaction. As a consequence, valued employees and customers could leave the
Bytes Group, or customers may reduce their spend, any of which could have a material adverse effect on
the Bytes Group’s business, results of operations and financial condition.



1.6 Any failure or disruption of the Bytes Group's IT infrastructure may negatively affect its
business

The Bytes Group's internal and external IT infrastructure is distributed across its own and certain third-party
owned and managed data centres in the United Kingdom and the European Union, which are continuously
monitored from the Bytes Group’s offices and certain third-party security operations centres. In addition,
the Bytes Group offers its customers managed software and hardware asset management platforms that
use the Bytes Group’s IT infrastructure. The Bytes Group and its customers rely on the continuous and
uninterrupted availability of such IT infrastructure to conduct their respective businesses.

Any IT infrastructure failure or disruption, including as a result of natural disasters or accidents (such
as a serious flood or fire), virus, security intrusion (including any deliberate acts of internal sabotage),
malfunction or adverse occurrence with respect to the Bytes Group's data centres or managed services
platform may negatively affect the Bytes Group's ability to provide prompt and efficient service to its
customers, which may cause customers to experience a significant disruption in acquiring their software
licences, or accessing their software and hardware asset management data, which may negatively impact
their critical business functions. In addition, any IT infrastructure failure or disruption could negatively
impact the Bytes Group's own business functions, including the management of payroll, customer accounts
and invoicing, and other internal functions.

Any security intrusion, virus or other breach may also compromise confidential information stored by
the Bytes Group (see paragraph 3.1 of this Part 1, "Breaches in the security of electronic and other
confidential information collected, processed, stored and transmitted by the Bytes Group may give rise
to significant liabilities and reputational damage"). Whilst the Bytes Group has not been subject to any
material events of IT disruption in the five years prior to the date of this Registration Document, the
Directors and the Proposed Directors believe that the risk of cyber security breaches (such as viruses,
ransomware, denial-of-service attacks, hacking attempts or other unauthorised use of the Bytes Group's
computers or networks) is likely to continue to increase over time.

If any of these events were to occur, it may have a material adverse effect on the Bytes Group's business,
results of operations and financial condition.

1.7 The Bytes Group may face pressure on profit margins as a result of changes in its customer
mix or customer preferences

The UK IT market is highly price competitive and gross profit margins can be variable between the various
product, service and customer segments, as well as within each product and service offering category.
The Bytes Group may not be able to effectively respond to pricing pressure from its vendor partners or
customers, and any resulting declines in sales and gross profit, with cost reductions in other areas or
expansion into new or higher margin product and service offerings.

The Bytes Group's gross profit margins may also be affected by changes in its customer mix over time. For
example, the Bytes Group's gross profit margins could decline should public sector customers increase as
a proportion of its overall customer mix, as margins on offerings sold to public sector organisations tend to
be lower than margins on the same offerings sold to corporate customers.

Further, if customer preferences were to change, as a result of the development of new technologies, or
changes in the use of existing IT hardware or software, or for any other reason, the Bytes Group may not
be able to immediately respond, for instance by adapting employee training or its product mix effectively,
which could result in a decline in its sales and gross profit.

If the Bytes Group were unable to effectively respond to changes in customer mix, customer preferences
or increased pricing pressure resulting from the above factors, or any other reason, it may have a material
adverse effect on the Bytes Group's business, results of operations and financial condition.

1.8 The Bytes Group may be unable to maintain customer relationships or grow customer
spend

The Bytes Group aims to increase customer spend (the share of customer wallet) as its relationships
with customers mature by identifying additional products and services that a customer may need or find
useful. Whilst the Bytes Group has historically been successful in maintaining its existing customer base
and growing its share of the customer wallet (achieving a 115 per cent. renewal rate from its customers in
FY20), there can be no assurance that these trends will continue. Given the nature of customer contracts
in the UK IT market, there is also significant flexibility for customers to decide with little or no notice not to
renew their arrangements with the Bytes Group.



Customers may terminate their relationships with the Bytes Group for a variety of reasons including as a
result of dissatisfaction with its products and services, prices or quality, some of which may be outside of
the Bytes Group’s control, and in many cases such termination may be made without notice and/or cause.
If the Bytes Group is unable to maintain or grow its existing customer relationships, it could have a material
adverse effect on the Bytes Group's business, results of operations and financial condition.

1.9 The Bytes Group is substantially dependent on Senior Management

The Bytes Group's future success is substantially dependent on the continued services and performance
of its senior management team, which comprises the Chief Executive Officer, Chief Financial Officer,
Phoenix Managing Director and Phoenix Finance Director (together, “Senior Management”), most of
whom have significant experience at the Bytes Group and knowledge of its industry. However, there can be
no assurance that Senior Management will continue working at the Bytes Group. Each member of Senior
Management is entitled to resign from their position by giving not less than 6 months' notice, save for the
Chief Executive Officer who is required to give 12 months' notice. The Bytes Group does not maintain key
employee insurance in respect of such persons.

Furthermore, while members of Senior Management are subject to restrictive covenants which restrict
their ability to compete with the Bytes Group or solicit the Bytes Group’s vendor partners, customers
or employees post termination of their employment, there can be no assurance that the Bytes Group
will be able to enforce such restrictive covenants. In addition, the Bytes Group may face challenges in
attracting suitably qualified new senior management team members. The departure of any member of
Senior Management without an adequate replacement being in place or available may have a material
adverse effect on the Bytes Group’s business, results of operations and financial condition.

1.10 The Bytes Group is exposed to customer credit risk

The Bytes Group extends credit terms to its customers for a significant proportion of its sales, typically on
30-day payment terms. As a result, the Bytes Group is exposed to the risk that its customers may not pay
or may delay payment for the products and services they purchase. Whilst the Bytes Group implements
policies in order to manage customer credit risk (including undertaking customer credit checks and,
with respect to direct Microsoft enterprise agreement sales and externally provided consulting services,
allowing the relevant vendor to transact directly with the end customer so that customer credit risk is borne
by the vendor), levels of exposure may increase due to liquidity or insolvency issues experienced by either
the Bytes Group's customers or, where relevant, their customers or end-users as a result of an economic
downturn or an adverse change in their business.

Customers may also initiate payment disputes, including as a result of dissatisfaction with the purchased
IT infrastructure and/or services. Whilst the Bytes Group only recognised aggregate impairment losses of
just over £74,000 in respect of debtors between FY18 and FY20 (representing approximately 0.1 per cent.
of the Bytes Group's gross profit over such period), during FY20 the average age of the Bytes Group's
debtors was 32 days (up from 31 days during FY18). If the Bytes Group were to experience significant
delays in collecting payment for invoiced amounts, or were unable to collect them at all, it may have a
material adverse effect on the Bytes Group's business, results of operations and financial condition.

1.11  Any deterioration in the Bytes Group's credit rating may negatively affect its ability to
conduct business with certain customers and vendor partners

The Bytes Group conducts business with a large number of sophisticated customers and vendor partners,
many of whom manage their exposure to credit risk by specifying minimum requirements in respect of
the creditworthiness of their potential suppliers and customers. In connection with such risk assessments,
the Bytes Group's customers and vendor partners are heavily reliant upon reports from third-party credit
agencies in evaluating the financial strength and creditworthiness of the Bytes Group. Accordingly, if
any of the major UK credit monitoring agencies were to downgrade the Bytes Group's credit rating or
the recommendations contained in their respective reports, as a result of changes to the Bytes Group's
financial performance or financial position or any other reason, it could negatively affect the Bytes Group's
ability to conduct business with its customers and vendor partners, which could in turn have a material
adverse effect on the Bytes Group’s business, results of operations and financial condition.

1.12  The Bytes Group is exposed to liability and reputational risks in respect of its use of third-
parties to service its customers

At times, the Bytes Group supplements its own specialist workforce with resources from its preferred IT
infrastructure and services partners to provide certain services to its customers. Although the Bytes Group



maintains a list of preferred partners, it may have limited or no control over such third-parties' actions.
Further, given the tacit endorsement of such IT partners by the Bytes Group, the performance of such
third-parties can reflect on the Bytes Group.

Poor, inappropriate or illegal performance or behaviour by a third-party engaged by the Bytes Group may
result in a deterioration or loss of the Bytes Group's customer relationships, which may have an adverse
effect on the Bytes Group's revenue and profitability. Further, the Bytes Group's revenue and results of
operations may be adversely affected if any of its preferred IT partners choose to offer to the Bytes Group's
customers, either directly or through the Bytes Group's competitors, services of the type that the Bytes
Group provides. Were the Bytes Group to face any such risks in respect of its third-party service providers,
it may have a material adverse effect on the Bytes Group's business, results of operations and financial
condition.

1.13  The success of the Bytes Group's hardware resale business, particularly its e-commerce
platform, depends on the timely availability of its vendor partners’ products

Whilst hardware sales have historically accounted for a small proportion of the Bytes Group's revenue, the
Directors and the Proposed Directors believe that its recently established e-commerce platform represents
an important opportunity to capitalise on existing and growing demand from its customers and grow this
element of the Bytes Group's business. Accordingly, the Bytes Group's ability to source hardware in the
required quantities and to fulfil customer orders in a timely manner is important to developing its hardware
resale business and establishing the viability of the Bytes Group's e-commerce platform.

Although the Bytes Group benefits from integration with its vendor partners’ supply chains to provide up-to-
the-minute stock and availability information to the Bytes Group's sales team, such systems may fail or be
disrupted due to circumstances outside of the Bytes Group's control. Timely fulfilment of the Bytes Group's
customer orders may at times be adversely affected by a supply shortage of certain hardware as a result
of strong demand or production or delivery problems experienced by its vendor partners, their distributors
and/or third-party logistics providers, or as a result of an industry-wide shortage.

Further, the Bytes Group may be unable to offer certain new or existing IT hardware to its customers
because it is not available for resale through the existing distribution network in which the Bytes Group
operates (see paragraph 2.4 of this Part 1, "The Bytes Group may be unable to adapt to changing customer
demands and preferences in the UK IT market, and products and services that it is unable to offer on a
competitive basis or at all may be widely adopted in substitution for the products and services that the
Bytes Group offers").

If shortages or delays were to persist, the Bytes Group's customers may cancel their orders and the Bytes
Group would be unable to generate the associated revenue. In addition, the Bytes Group may experience
shortages or delays if its vendor partners decide to increase the proportion of the hardware they sell to
other geographies, to other resellers or directly to the Bytes Group's customers and end-users. The Bytes
Group's vendor partners or their distributors may also be unable to fulfil the Bytes Group's customer orders
on a timely basis. If any of the above were to occur, it could have a material adverse impact on the Bytes
Group's ability to grow its hardware sales, which may, in turn, have a material adverse effect on the Bytes
Group's business, results of operations and financial condition.

1.14  The Bytes Group may be unable to protect its intellectual property adequately, and may be
subject to intellectual property infringement claims

The Bytes Group relies on both registered and unregistered trademarks, copyrights and unpatented
proprietary know-how, as well as confidentiality, non-solicitation and non-competition agreements to
protect its intellectual property (such as the Bytes Group's proprietary quantum management tool, which
assists customers in managing their IT spend). There can be no assurance that such measures will afford
sufficient protection of the Bytes Group's intellectual property, and third parties may copy or otherwise
obtain and use the Bytes Group's proprietary information without authorisation or otherwise infringe its
intellectual property rights. Disputes regarding the ownership of and the right to use any of the Bytes
Group's intellectual property may be time consuming, result in costly litigation and divert the attention of
Senior Management from running the Bytes Group's business, any of which may have a material adverse
effect on the Bytes Group's business, results of operations and financial condition.

1.15 The Bytes Group's insurance coverage may not be adequate to cover all possible losses
that it could suffer and its insurance costs may increase

The Bytes Group maintains insurance coverage which the Directors and the Proposed Directors believe



is appropriate for the scope of its business. Although the Bytes Group carries insurance for its freehold
property, its leased properties and business interruption, as well as professional indemnity insurance
and directors’ and officers’ liability insurance, its insurance policies do not cover all types of losses and
liabilities (such as key employee insurance in respect of Senior Management) and are subject to limits
and excesses. In particular, certain agreements between the Bytes Group and its customers and vendor
partners include indemnities and unlimited or high liability caps, particularly where there has been a breach
of data protection requirements or intellectual property rights (see paragraph 1.14 of this Part 1, "The Bytes
Group may be unable to protect its intellectual property adequately, and may be subject to intellectual
property infringement claims").

There can be no assurance that the Bytes Group's insurance will be sufficient to cover the full extent of any
losses or liabilities it may incur and there can be no guarantee that the Bytes Group will be able to renew
its current insurance policies on favourable terms, or at all. Were the Bytes Group's insurance coverage to
be inadequate to cover actual losses or its insurance costs to increase significantly, it may have a material
adverse effect on the Bytes Group's business, results of operations and financial condition.

2 Risks relating to the UK IT market

2.1 A reduction by vendors in the use of, or demand for, intermediaries between vendors and
end-users in the UK IT market could have a material adverse impact on the Bytes Group's
business and profitability

In the UK, IT infrastructure and services are provided by a fragmented group of IT infrastructure and
service providers, including IT vendors, distributors, retailers, resellers and professional service
companies. The vendors of IT products are able to sell their products (i) directly to end-users, (ii) indirectly
through distributors or resellers (including VARs such as the Bytes Group), or (iii) directly to original
equipment manufacturers for installation in (in the case of hardware) or on (in the case of software)
devices.

IDC estimates that approximately 63 per cent. of UK IT spending goes through the indirect IT channel,
including VARs such as the Bytes Group, with the remaining approximately 37 per cent. involving direct
sales’. Vendor partners have the potential to benefit from local scale and efficiencies by selling IT
products through distributors and resellers, which also typically have a lower credit risk than end-users.
Accordingly, distributors and resellers generally obtain preferential commercial terms, such as rebates and
higher discounts, compared to end-users of IT products. However, vendors within the UK IT market could
potentially, over time, reduce their reliance on, and use of, distributors and resellers in the United Kingdom.

Whilst the Directors and the Proposed Directors believe that VARs such as the Bytes Group would be
better positioned than resale only intermediaries to respond to a reduction in the use of, or demand for,
intermediaries, there is no guarantee that VARs would be able to sufficiently differentiate themselves from
other intermediaries based on the provision of additional services, or that the Bytes Group would be able
to retain its market share within the VAR segment of the UK IT market (see paragraph 2.2 of this Part 1,
"Competition in the UK IT market, or the commoditisation of IT products, may result in the Bytes Group
being unable to win or maintain market share and have a material adverse impact on the Bytes Group's
business and profitability").

Further, any reduction in the use of, or demand for, intermediaries in the UK could adversely impact
the preferential commercial terms extended to the Bytes Group by its vendor partners, and in turn have
an adverse impact on the Bytes Group's profitability. In particular, vendor partners could stop offering
incentives to the Bytes Group, reduce the level of available incentives or change the eligibility requirements
for such incentives (see paragraph 1.3 of this Part 1, "Incentive income received from the Bytes Group's
vendor partners and their distributors, which partially offsets its costs of sales, may be significantly reduced
or eliminated").

In addition, if a broader trend towards disintermediation in the UK IT market were to develop, in particular
among Microsoft and the Bytes Group's other top ten vendor partners, the Bytes Group's gross profit
may be reduced significantly (see paragraph 1.1 of this Part 1, "The Bytes Group depends on the
sustainability of its relationships with key vendor partners and their distributors, particularly its relationship
with Microsoft”). In FY20, 96.2 per cent. of the Bytes Group's gross invoiced income was derived from the
resale of hardware and software products. Accordingly, a reduction in the market for VARs like the Bytes
Group could have a material adverse effect on its business, results of operations and financial condition.

" Source: IDC estimates, August 2020. Indirect Channel consists of VARs, distributors and other resellers



2.2 Competition in the UK IT market, or the commoditisation of IT products, may result in the
Bytes Group being unable to win or maintain market share and have a material adverse
impact on the Bytes Group's business and profitability

The UK IT market is highly fragmented and continually changing. A substantial number of IT infrastructure
and service providers offer products and services in the UK that overlap and compete with the Bytes
Group’s product and service offering. Such competitors include a large number and wide variety of UK and
international IT infrastructure and service providers, including VARs. Further, new competitors may enter
and disrupt the UK IT market and gain market share at the Bytes Group’s expense, including overseas
providers which may enter the UK market with existing expertise and established relationships with the
Bytes Group's vendors. Such competitors may be larger and/or more agile than the Bytes Group.

The Bytes Group's current and potential competitors may be able to offer the same or new products and
services at lower prices, which may result in the Bytes Group losing business to them if it is not able to
appropriately mitigate pricing pressure by adding value through customer service. In particular, Microsoft
introduced its Cloud Solution Provider programme ("CSP") in 2015, which significantly reduced the barriers
to entry for the resale of Microsoft products by allowing a wide range of potential new entrants to partner
directly with Microsoft to access training, practice-building guidance, and sales and marketing resources.
Whilst the Directors and the Proposed Directors believe that the Microsoft CSP has not materially impacted
the Bytes Group's market share with respect to Microsoft products, the introduction of similar initiatives in
the future has the potential to materially increase competition amongst UK resellers. The impact of any
such initiative could be particularly material if it were introduced by one or more of the Bytes Group's key
vendor partners (see paragraph 1.1 of this Part 1, "The Bytes Group depends on the sustainability of its
relationships with key vendor partners and their distributors, particularly its relationship with Microsoft").

The Bytes Group’s current and potential competitors may also be able to provide a better customer service
offering, which could result in the Bytes Group losing customers and market share to them, particularly if
the Bytes Group were unable to attract and recruit talented sales staff (see paragraph 1.4 of this Part 1,
"The success of the Bytes Group's business and the implementation of its growth strategy depends on its
ability to attract, recruit and retain a talented sales team"). The Bytes Group’s competitors may also be able
to respond more quickly to new or emerging technologies and changes in customer demands or devote
greater resources to the development, promotion and sales of their products and services than the Bytes
Group may be able to.

As new IT products are introduced to the market, such products may be easier for customers to set up
or maintain themselves, which may reduce the demand for product-related services provided by VARs
(such as the Bytes Group). As a result, such IT products may become commoditised, which may make it
easier for competitors to resell the same products, including at lower prices, and force the Bytes Group to
focus on alternative offerings in respect of which it is able to more effectively add value through providing
product-related services.

In addition, some of the Bytes Group's current and potential competitors have established, or may
establish, financial and strategic relationships among themselves, with existing or potential customers
and vendor partners or with other third parties, to increase their ability to address customer needs. For
example, overseas competitors may leverage their international offering to develop a broader strategic
relationship with the Bytes Group's customers across multiple jurisdictions, including the UK. Further, it is
possible that new competitors or alliances among the Bytes Group's competitors could emerge and acquire
market share from the Bytes Group.

If the Bytes Group is unable to compete effectively as a consequence of any of the above factors it could
lose market share to competitors, or negatively impact the Bytes Group's ability to maintain customers or
grow the Bytes Group's share of customer wallet, which in turn could negatively impact the Bytes Group's
gross profit (see paragraph 1.8 of this Part 1, "The Bytes Group may be unable to maintain customer
relationships or grow customer spend”). Accordingly, if the Bytes Group is unable to compete effectively
it may have a material adverse effect on the Bytes Group’s business, results of operations and financial
condition.

2.3 Economic deterioration, including as a consequence of the COVID-19 pandemic, could give
rise to a diminution, or delay in customer IT expenditure, which could have a material
adverse effect on the Bytes Group

The COVID-19 pandemic has caused widespread disruption to normal business activity, including the

imposition of restrictions on movement and social distancing measures in the UK and elsewhere. In the
UK, GDP contracted by 20.4 per cent. between April and June 2020, which was generally attributable to
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the COVID-19 pandemic. The effects of the COVID-19 pandemic have already had a significant adverse
impact on many of the Bytes Group's customers (particularly those in the retail and hospitality sectors),
with many customers experiencing significant operational disruption (including in some cases temporary
closure), severely depressed financial performance and increased risk of insolvency.

A prolonged slowdown in the UK economy or tightening of credit markets, whether as a result of the
COVID-19 pandemic, or any other reason, could cause the Bytes Group's customers (and potential
customers) to delay or forgo upgrading or expanding their existing IT infrastructure, obtaining licensing for
new software or purchasing products or services (particularly with respect to discretionary spending for
IT infrastructure and services) or to reduce their IT budgets. Economic or industry downturns may also
result in longer payment cycles, increased collection costs and defaults in excess of the Bytes Group's
expectations, particularly due to customer insolvency. If any of the above circumstances were to arise, it
could have a material adverse effect on the Bytes Group's business, results of operations and financial
condition.

The Directors and the Proposed Directors believe that any contraction in the UK IT market is likely to
disproportionately impact the corporate sector (given that recent changes to government spending policies
have generally resulted in public sector customers retaining or increasing their overall IT expenditure).
To the extent that government spending continues to support IT expenditure by public sector customers,
other providers of IT products and services may increase their focus on the public sector and the Bytes
Group may experience increased competition in respect of such customers. However, given the effects
of the COVID-19 pandemic and its ongoing nature, there is no guarantee that current levels of public
sector spending or budget priorities will continue. In the event that the Bytes Group experiences greater
competition in respect of its customers, or the government implements policies which result in public sector
customers reducing their overall IT expenditure, it could have a material adverse effect on the Bytes
Group's business, results of operations and financial condition.

2.4 The Bytes Group may be unable to adapt to changing customer demands and preferences
in the UK IT market, and products and services that it is unable to offer on a competitive
basis or at all may be widely adopted in substitution for the products and services that the
Bytes Group offers

The Bytes Group operates in an industry which is subject to continuous and fast-paced technological
change and innovation, with new products and services being introduced to the market frequently and
existing products and services becoming outdated or obsolete at an increasing rate. Therefore, the
Bytes Group's success depends, in part, on its ability to maintain its offering in line with changing
customer demands and preferences for IT products and services. The Bytes Group may be required to
invest significant time and resources to maintain the necessary expertise, experience and vendor partner
relationships to effectively sell and deliver new products and services to its customers. To the extent that
customers focus on new products and services, customer demand for on-going upgrading and refreshing
of existing IT infrastructure may decline significantly, which may result in a reduction in the Bytes Group’s
revenue. Failure to adapt in response to changes in customer demand and preferences may limit the Bytes
Group’s ability to serve its customers effectively and limit its ability to grow, which may have a material
adverse effect on the Bytes Group’s business, results of operations and financial condition.

The Bytes Group may also be unable to offer new or existing IT products and services to its customers
because they are not available for resale through the existing distribution network in which the Bytes Group
operates. For example, certain IT vendors sell specific products only directly to certain customer segments,
particularly Enterprise Customers. Additionally, whilst some of the Bytes Group’s vendor partners may sell
their products both directly and through their existing distribution network, they may limit the availability
of, or cease providing some existing products through the existing distribution network. If the Bytes Group
were unable to resell the products of Microsoft, or its other top ten vendor partners, this could have a
material adverse impact on the Bytes Group's business, results of operations and financial condition given
the Bytes Group's dependence on its key vendor partners (see paragraph 1.1 of this Part 1, "The Bytes
Group depends on the sustainability of its relationships with key vendor partners and their distributors,
particularly its relationship with Microsoft”).

Further, new IT products or services may also be made available only outside of the existing distribution
network, resulting in the Bytes Group being unable to offer them to its customers. In particular, new
technologies, such as cloud-based solutions, may be made available solely through an application
downloaded by an end-user and paid for directly to the vendor. If products and services offered outside
of the existing distribution network become more widely-adopted in substitution for the products and
services that the Bytes Group offers, it may adversely affect the Bytes Group’s revenue, profitability and
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competitiveness, which may have a material adverse effect on the Bytes Group’s business, results of
operations and financial condition.

25 An increased demand for the provision of additional IT services may result in increased
overheads and a reduction in the Bytes Group's profit margin

The Bytes Group's overheads, and operating profit, are materially impacted by changes in both headcount
and salary levels, and in FY20, 82.8 per cent. of Bytes Group's total administrative expenses were
attributable to staff costs (FY19: 81.3 per cent.). In FY20, base salary represented 56.3 per cent. of the
Bytes Group's total staff costs, with commissions representing 31.4 per cent. (FY19: 56.6 per cent. and
31.1 per cent., respectively).

As a result of changes in customer preferences or additional competitive pressure, VARs (such as the
Bytes Group) could face increasing pressure to provide additional services with respect to the resale of
software and in order to respond to such trends, the Bytes Group could be required to invest above its
current expectations in the recruitment, retention and training of staff to provide such services.

If the Bytes Group were unable to offset such costs by identifying and converting additional sales
opportunities, or were unable to provide such services at prices that would maintain its profit margins
(despite the increased costs and headcount), any such increase in staff overheads could have a material
adverse effect on the Bytes Group's business, results of operations and financial condition.

2.6 Uncertainty as to the UK's future relationship with the EU following the UK's withdrawal
from the EU could have a material adverse effect on the Bytes Group

On 31 January 2020, the UK formally withdrew from the EU and entered into a transition period scheduled
to end on 31 December 2020, during which period the trading relationship between the UK and the EU
will remain the same and the UK will continue to follow the EU’s rules and regulations. Negotiations are
ongoing to determine the future terms of the UK'’s relationship with the EU, including the details of any UK-
EU trade deal. The lack of clarity regarding the UK's future relationship with the EU has subjected, and will
continue to subject, the Bytes Group and its customers to a significant period of economic and regulatory
uncertainty. This uncertainty has been exacerbated by the COVID-19 pandemic, which has become the
primary focus of the UK government, the EU and national governments of EU member states.

Such uncertainty could cause the Bytes Group's customers (and potential customers) to delay or forgo
upgrading or expanding their existing IT infrastructure, obtaining licensing for new software or purchasing
products or services (particularly with respect to discretionary spending for IT infrastructure and services)
or to reduce their IT budgets. Furthermore, this uncertainty has caused significant volatility in foreign
exchange rates involving pounds sterling. A significant deterioration in Pounds Sterling against foreign
currencies, particularly the Euro, could also result in the Bytes Group becoming less competitive in relation
to international competitors. In FY20, approximately 5.5 per cent. of the Bytes Group's revenue was
derived from transactions undertaken outside the United Kingdom. As a result of any of the foregoing, the
UK’s departure from the EU could have a material adverse effect on the Bytes Group's business, results of
operations and financial condition.

3 Legal and regulatory risks

3.1 Breaches in the security of electronic and other confidential information collected,
processed, stored and transmitted by the Bytes Group may give rise to significant liabilities
and reputational damage

The Bytes Group collects, processes, stores and transmits proprietary information and sensitive or
confidential data, including personal information of employees as well as bank details of customers. In
addition, the Bytes Group offers co-location of its customers’ data on the Bytes Group's IT infrastructure
and may store and transmit both business-critical data and confidential information on behalf of such
customers. In connection with the Bytes Group's services business, employees also have access to
customers’ confidential data and other information.

The Bytes Group has privacy and data security policies and procedures in place that are designed to
prevent security breaches; however, a third party or a rogue employee or employees may be able to
bypass the Bytes Group's network security or otherwise compromise customers’ or employees' confidential
information. Employees may seek to copy customer data or other commercially sensitive information prior
to leaving the Bytes Group for use in a competing business, which may result in a loss of business by the
Bytes Group or adversely impact the Bytes Group's relationship with vendor partners.
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In addition, as newer technologies evolve, the Bytes Group may be exposed to increased risk of breaches
in security. Breaches in security could expose the Bytes Group, its customers, vendor partners, employees
or other individuals to a risk of public disclosure, loss or misuse of this information. As a result, the Bytes
Group could be exposed to legal claims, liability or regulatory penalties under laws protecting the privacy of
personal information, as well as the loss of existing or potential customers or vendor partners, and damage
to the Bytes Group's brand and reputation.

The potential financial penalties for any such breaches have been significantly increased since the
introduction of the EU General Data Protection Regulation ("GDPR") in 2018. Further, certain of the
Bytes Group's agreements include indemnities and unlimited or high liability caps in relation to a breach
of confidentiality or data protection provisions. Any such breaches, and the resulting costs and
consequences, could have a material adverse effect on the Bytes Group's business, results of operations
and financial condition.

3.2 The Bytes Group may incur additional costs in implementing and complying with new
regulations, or any changes to existing regulations, such as the GDPR

The introduction of new regulations, or changes to existing regulations, could make it more expensive for
the Bytes Group to conduct its business, require that the Bytes Group change the way in which it operates
or require that the Bytes Group implement time-consuming and costly measures. The reputational and
financial penalties associated with any breach of such regulations could also be significant.

For example, the GDPR, which was introduced in May 2018, has not only increased the regulatory burden
on the Bytes Group in processing personal information of employees, customers and vendor partners, it
has also increased the potential sanctions for breaches. The GDPR includes significant financial penalties
of up to four per cent. of the annual worldwide turnover of the Bytes Group. Whilst the Bytes Group
has implemented policies designed to comply with the GDPR (with such policies being subject to regular
review), there can be no assurance that regulators will conclude that the Bytes Group is fully compliant with
its obligations under the GDPR, and therefore in the event of any breach, the Bytes Group could be subject
to regulatory action or financial penalties, which could also result in adverse publicity and reputational
damage.

If the Bytes Group is unable to effectively implement measures required as a result of new regulations
or changes to existing regulations, or ensure compliance by the Bytes Group with applicable regulatory
requirements, it could be subject to fines, penalties and reputational damage which could have a material
adverse effect on its business, operating results and financial condition.

3.3 The actions of the Bytes Group's employees or other parties, including the failure of
employees to comply with policies of the Bytes Group or its customers, vendor partners
and distributors, or applicable regulations, may damage the Bytes Group's reputation and
result in the loss of vendor partner, distributor or customer relationships

The Bytes Group may be unable to prevent its employees or other parties from engaging in misconduct,
fraud or other improper activities that could adversely affect the Bytes Group's business and reputation.
Misconduct may include the failure of employees or third-party service providers to comply with the
Bytes Group's, vendor partners’, distributors’ or customers’ policies and procedures, as well as with
applicable legislation and regulation. Whilst the Bytes Group takes various steps to prevent and detect
such activity (including through regular training), there is no guarantee that such precautions will be
effective, particularly given the potential for reduced visibility of employee conduct as a result of the
increase in remote-working during the COVID-19 pandemic. As a result of employee misconduct, the
Bytes Group may face fines and penalties, reputational damage and loss of vendor partner, distributor or
customer relationships.

Failure to comply with policies and procedures of public sector customers, including procurement
regulations, regulations regarding the protection of classified information and legislation regarding the
pricing of labour and other costs in government contracts may also result in the Bytes Group's suspension
from contracting with public sector organisations, particularly where such failures result in a breach of
the terms of any public sector framework agreements (see paragraph 1.2 of this Part 1 "The failure to
meet certain performance requirements, including the loss of vendor accreditations by the Bytes Group,
could result in it being unable to join new framework agreements, or result in the termination of existing
framework agreements, either of which could negatively affect the Bytes Group's ability to do business with
public sector customers").

The Bytes Group could also face reputational damage from actions or statements of employees, third-party
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service providers, current or former customers, competitors, vendor partners, distributors and members of
the investment community or media. Damage to the Bytes Group's reputation could be difficult, costly and
time-consuming to repair.

If the Bytes Group were to face fines, legal proceedings, penalties or reputational damage, or the Bytes
Group's customers were to cancel or fail to renew their contracts, or the Bytes Group were unable to
pursue certain business as a result of misconduct by employees or other parties, it could have a material
adverse effect on the Bytes Group's business, results of operations and financial condition.

34 The Bytes Group is exposed to risks from compliance audits and potential litigation,
including with its customers and key vendor partners

The Bytes Group may be subject to audits by key customers as well as by various vendor partners
(e.g. Microsoft). These audits may reveal non-compliance with the terms and conditions of framework
agreements with public sector organisations and/or reseller arrangements with the Bytes Group's vendor
partners. Any such non-compliance could result in a deterioration of relationships with key customers or
vendor partners, the termination or limitation of the Bytes Group's right to resell some or all products, or
a change to the terms and conditions under which it is able to do so (see paragraph 1.2 of this Part 1
"The failure to meet certain performance requirements, including the loss of vendor accreditations by the
Bytes Group, could result in it being unable to join new framework agreements, or result in the termination
of existing framework agreements, either of which could negatively affect the Bytes Group's ability to do
business with public sector customers").

In the event of any non-compliance, certain of the Bytes Group's agreements with its customers and
vendor partners include indemnities, and unlimited or high liability caps where there has been a breach of
data protection requirements or intellectual property rights. Such agreements may be governed by foreign
law and provide that the Bytes Group may be subject to the jurisdiction of foreign courts.

The Bytes Group may also be party to various legal proceedings that arise in the ordinary course of
its business (including proceedings that arise as a result of adverse compliance audits or cyber-security
breaches).

Whilst the Bytes Group is not currently engaged in any material litigation, were any litigation, governmental
proceedings, audits or indemnification claims to arise in the future, the Bytes Group could incur substantial
costs and expenses and the attention of members of Senior Management could be significantly diverted
(regardless of the outcome). In addition, future litigation, governmental proceedings, audits or
indemnification claims could lead to increased costs or interruptions of the Bytes Group’s normal business
operations. Litigation, governmental proceedings, audits or indemnification claims involve uncertainties
and the eventual outcome of any litigation, governmental proceeding, audit or indemnification claim may
have a material adverse effect on the Bytes Group’s business, operating results and financial condition.

4 Risks relating to the Demerger

4.1 As a result of the Demerger, the implementation of the Bytes Group's strategy is subject
to further implementation risks, including a deterioration of the Bytes Group's culture and
changes in client perceptions

The Bytes Group’s ability to implement its strategy successfully is subject to certain execution risks,
including those relating to maintaining existing and establishing new customer relationships, management
of its cost base and limitations in its management or operational capacity, as well as the effectiveness
of new reporting lines, internal control procedures and management structures following Admission and
completion of the Demerger.

The Demerger could change customers' perception of the Bytes Group and adversely affect its ability to
attract and retain customers, which could result in reduced sales. The Demerger may also prompt some
third parties to reprice, modify or terminate their distribution or other relationships with the Bytes Group. As
a consequence, the Bytes Group could be required to lower the prices of its products, change terms and
conditions with key vendor partners or take other action to maintain its relationships with its customers and
key vendor partners.

Further, any dilution or deterioration of the Bytes Group's culture associated with the Demerger may impact
its ability to attract or retain talent (see paragraph 1.4 of this Part 1 "The success of the Bytes Group's
business and the implementation of its growth strategy depends on its ability to attract, recruit and retain a
talented sales team"). Should any of the consequences set out above occur, individually or in combination
with others, they could have a material adverse effect on the Bytes Group’s business, results of operations
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and financial condition.

4.2 Following the Demerger, the Bytes Group will be an independent company and is therefore
putting in place certain standalone operational arrangements which could cause it to
experience operational difficulties and/or additional costs

Following the Demerger, the Bytes Group will operate as an independent company, separate from the
Altron Group. The Bytes Group is therefore putting in place standalone arrangements in a wide range
of areas, including capital and liquidity management, finance and investor relations, which it either did
not previously require or where it previously relied on support and services from the Altron Group. As a
newly independent company following the Demerger there is a risk that the Bytes Group could experience
operational difficulties and that operating as an independent group may reduce the Bytes Group’s flexibility
to deal with unexpected events and require additional resources. In addition, there is a risk that the actual
costs of the standalone arrangements could be higher than expected and/or that the Bytes Group will
need to further invest in the standalone services and functions it is establishing. These risks, individually
or together, could have a material adverse effect on the Bytes Group’s business, results of operation and
financial condition.

4.3 Following the Demerger, the Bytes Group will incur additional costs as a newly public
company and Senior Management may be required to devote substantial time to new
compliance matters

As a newly public company following the Demerger, the Company will incur significant legal, accounting
and other expenses, including the costs of recruiting and retaining non-executive directors and costs
resulting from complying with public company reporting obligations and the rules and regulations regarding
corporate governance practices, including the admission and listing requirements of the FCA, the London
Stock Exchange and JSE. Senior Management and other employees of the Bytes Group will need to
devote a substantial amount of time to ensure that the Bytes Group complies with all of these requirements.

The reporting requirements, rules and regulations will increase the Bytes Group’s legal and financial
compliance costs and make some activities more time-consuming and costly. These rules and regulations
will make it more expensive for the Bytes Group to obtain directors’ and officers’ liability insurance and
the Bytes Group may be required to accept reduced policy limits and coverage or incur substantially
higher costs to obtain the same or similar coverage. These factors could also make it more difficult for the
Company to attract and retain qualified persons to serve on the Board, particularly to serve on the audit and
remuneration committees, or as executive officers. Any failure by the Bytes Group to effectively manage
these additional obligations could have a material adverse effect on its business, results of operations and
financial condition.
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PART 2 - PRESENTATION OF FINANCIAL AND OTHER INFORMATION

General

No representation or warranty, express or implied, is made and no responsibility or liability is accepted
by any person other than the Company, the Directors and the Proposed Directors, as to the accuracy,
completeness, verification or sufficiency of the information contained herein, and nothing in this
Registration Document may be relied upon as a promise or representation in this respect, as to the past
or future. No person is or has been authorised to give any information or to make any representation not
contained in or not consistent with this Registration Document and, if given or made, such information
or representation must not be relied upon as having been authorised by or on behalf of the Company,
the Directors or the Proposed Directors. The delivery of this Registration Document does not create any
implication that there has been no change in the business or affairs of the Bytes Group since the date of
this Registration Document or that the information contained herein is correct as at any time subsequent
to its date.

A copy of this Registration Document has been filed with, and approved by, the FCA and has been made
available to the public in accordance with the Prospectus Regulation Rules. This Registration Document
may be combined with a securities note and summary to form a prospectus in accordance with the
Prospectus Regulation. A prospectus is required before an issuer can offer transferable securities to the
public or request the admission of transferable securities to trading on a regulated market. However, this
Registration Document, where not combined with a securities note and summary to form a prospectus,
does not constitute an offer or invitation to sell or issue, or a solicitation of an offer or invitation to purchase
or subscribe for, any securities in the Company in any jurisdiction, nor shall this Registration Document
alone (or any part of it), or the fact of its distribution, form the basis of, or be relied upon in connection with,
or act as any inducement to enter into, any contract or commitment whatsoever with respect to any offer
or otherwise.

The contents of this Registration Document are not to be construed as legal, regulatory, tax, business or
financial advice. This Registration Document is not intended to provide the basis of any credit or other
evaluation and should not be considered as a recommendation by any of the Company, the Directors or the
Proposed Directors, any of the Company's advisers, or any of their affiliates or representatives regarding
the securities of the Company.

Presentation of financial information

Unless otherwise stated, the financial information in this Registration Document has been prepared in
accordance with the Prospectus Regulation and International Financial Reporting Standards as adopted
by the EU ("IFRS"). The significant IFRS accounting policies applied in the financial information of the
Company are applied consistently in the financial information in this Registration Document.

Financial information

The Company was incorporated on 7 October 2020 and has no historical operations or financial
information apart from its opening balance sheet as set out in Part 10 "Financial Information of the
Company". Unless otherwise indicated, the financial information presented in this Registration Document
has been extracted or derived from the historical financial information of Bytes UK and its subsidiaries.

The Bytes Group's financial year runs from 1 March to the last day in February and the financial information
presented in this Registration Document covers the years from 1 March 2017 to 28 February 2018, 1
March 2018 to 28 February 2019 and 1 March 2019 to 29 February 2020, and the six month period from
1 March 2020 to 31 August 2020. The financial information included in Part 9 "Financial Information of
Bytes UK" is covered by the accountant's report included therein, which was prepared in accordance with
standards for Investment Reporting issued by the Auditing Practice Board.

None of the financial information used in this Registration Document has been prepared in accordance
with US Generally Accepted Accounting Principles ("US GAAP") or audited in accordance with auditing
standards generally accepted in the United States of America ("US GAAS") or auditing standards of the
Public Company Accounting Oversight Board (United States) ("PCAOB"). US GAAS and the auditing
standards of the PCAOB do not provide for the expression of an opinion on accounting standards which
have not been finalised and are still subject to modification, as is the case with accounting standards as
adopted for use in the EU and included in Part 9 "Financial Information of Bytes UK". Accordingly, it would
not be possible to express any opinion on the "Financial Information of Bytes UK" in Part 9 under US GAAS
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or the auditing standards of the PCAOB. In addition, there could be other differences between the auditing
standards issued by the Auditing Practices Board in the United Kingdom and those required by US GAAS
or the auditing standards of the PCAOB. Potential investors should consult their own professional advisers
to gain an understanding of the financial information in Part 9 "Financial Information of Bytes UK" and the
implications of differences between the auditing standards noted herein.

The financial information included in this Registration Document is not intended to comply with the
US Securities and Exchange Commission reporting requirements. Compliance with such requirements
would entail the modification, reformulation or exclusion of certain financial measures and changes to the
presentation of certain other information. No reconciliation to US GAAP is provided in this Registration
Document.

Non-IFRS Measures

The Bytes Group uses certain measures to assess the financial performance of its business. Certain of
these measures are termed “non-IFRS” measures because they exclude amounts that are included in, or
include amounts that are excluded from, the most directly comparable measure calculated and presented
in accordance with IFRS, or are calculated using financial measures that are not calculated in accordance
with IFRS. These non-IFRS measures include:

» Gross invoiced income

» Adjusted operating profit

» Adjusted operating profit / gross profit
» Cash conversion rate

These non-IFRS financial measures are included in this Registration Document as they are used by
management of the Bytes Group to monitor and report to the Board on the Bytes Group’s financial position,
performance and available operating liquidity. The Directors and the Proposed Directors believe these
measures reflect the underlying performance of the Bytes Group’s business, enhance comparability from
period to period and are consistent with how business performance is measured internally. Therefore,
the Directors and the Proposed Directors believe that these measures enhance prospective investors’
understanding of the Bytes Group’s underlying business performance and its current ability to fund ongoing
operations.

However, these non-IFRS financial measures are not measures based on IFRS and prospective investors
should not consider such items as an alternative to the historical financial information or other indicators
of the Bytes Group’s cash flow based on IFRS measures. For further detail on the calculation of these
non-IFRS measures, including reconciliations of the measures to their nearest IFRS equivalents, see "Key
Performance Indicators" in this Part 2 "Presentation of Financial and Other Information".

These non-IFRS financial measures are not measurements of operating performance under IFRS, and
should not be considered a substitute for gross profit, profit before taxation, profit and total comprehensive
income for the period, cash flows from operating activities or other income or cash flow statement
data, or as measures of profitability or liquidity. These measures may not be indicative of the Bytes
Group’s historical operating results nor are they meant to be predictive of potential future results. Other
companies may calculate such measures in a different way, and the Bytes Group's presentation may not
be comparable to similarly entitled measures of other companies.

Key performance indicators

The Bytes Group presents certain key performance indicators ("KPIs") and operational data in this
Registration Document. The Directors and the Proposed Directors believe that such data is important
to understanding the Bytes Group’s performance from period to period and that such data facilitates
comparison with the Bytes Group’s peers. However, such data as presented in this Registration Document
may not be comparable to similarly titled data presented by other companies in the Bytes Group’s industry
and the method of calculation may differ across the Bytes Group’s industry. They are based on the
Bytes Group's estimates and, apart from gross profit and adjusted operating profit, are not part of the
Bytes Group’s financial statements and have not been audited or otherwise reviewed by external auditors,
consultants or experts.

The unaudited KPIs and operational information are derived from the following sources: (i) unaudited
accounting records for the relevant accounting periods presented; (ii) internal financial reporting systems
supporting the preparation of financial statements; and (iii) the Bytes Group’s other business operating
systems and records.
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Each of the KPIs that the Bytes Group’s management utilise to evaluate the performance of the Bytes
Group’s business is defined below:

+ "Gross invoiced income" is a non-IFRS financial measure that reflects gross income billed to customers
adjusted for deferred and accrued revenue items. The Bytes Group will continue to report gross
invoiced income as an alternative financial KPI. The Directors and the Proposed Directors believe
that gross invoiced income provides investors with a meaningful supplementary measure to evaluate
the sales performance of the Bytes Group and provide a better understanding of the Bytes Group's
business performance, working capital cycles and position.

The table below sets out the reconciliation of gross invoiced income to revenue in the Bytes Group's
consolidated statement of profit or loss:

Year ended Six months ended
28 February 28 February 29 February 31 August 31 August
2018 2019 2020 2019 2020
£'000
Gross invoiced 343,428 549,370 722,154 370,328 505,380
income
Income (21,536) (199,712) (349,051) (165,283) (284,158)
recognised as
agent
Revenue 321,892 349,658 373,103 205,045 221,222

» "Gross profit" is defined as revenue less cost of sales and has been extracted from the Bytes Group's
historical financial information in Part 9 "Financial Information of Bytes UK", where it appears in the
Bytes Group's consolidated statement of profit or loss.

+ "Gross profit growth" is calculated as the percentage of growth in gross profit from the previous
financial period. The Directors and the Proposed Directors believe that gross profit growth may provide
prospective investors with a meaningful supplemental measure to evaluate the rate of the Bytes Group's
year-on-year growth.

+ “Adjusted operating profit” is a non-IFRS financial measure that excludes from operating profit the
effects of significant items of income and expenditure which might have an impact on the quality of
earnings, such as acquisition costs, which are attributable to an isolated, non-recurring event. Acquired
intangible amortisation and share-based payment charges are also excluded. The Directors and the
Proposed Directors believe that adjusted operating profit may provide prospective investors with a
meaningful supplemental measure to evaluate the Bytes Group's profitability and may also provide
investors with a better picture of the Bytes Group's performance based on its day-to-day activities.

The table below sets out the reconciliation of adjusted operating profit to operating profit in the Bytes
Group's consolidated statement of profit or loss:

Year ended Six months ended
28 February 28 February 29 February 31 August 31 August
2018 2019 2020 2019 2020
£'000
Adjusted 11,480 20,643 31,725 16,687 20,489
operating profit
Share-based (144) (338) (271) (120) (154)
payment charges
Acquired (671) (1,610) (1,610) (805) (805)
intangible
amortisation
Acquisition costs (427) - - - -
Operating profit 10,238 18,695 29,844 15,762 19,530
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“Adjusted operating profit / gross profit” is a non-IFRS financial measure that the Bytes Group defines
as adjusted operating profit as a percentage of gross profit. The Directors and the Proposed Directors
believe that adjusted operating profit / gross profit may be a meaningful supplemental measure to
evaluate the Bytes Group's operating efficiency and the Bytes Group uses this measure as part of the
process to prepare and approve its annual budget.

“Cash conversion rate” is a non-IFRS financial measure that the Bytes Group defines as cash
generated from operations minus capital expenditure (together, "Free Cash Flow") divided by adjusted
operating profit. The Directors and the Proposed Directors believe that the cash conversion rate may
provide prospective investors with an enhanced understanding of the Bytes Group's cash generation
and is a useful measure for comparing the Bytes Group's liquidity in respect of its operations from period
to period and evaluating the efficiency with which it converts underlying operating profit into cash. The
Bytes Group may in future exclude the cash cost of non-recurring items from its cash conversion rate
calculation, if it believes that it would be materially distortive not to do so. No such adjustment has been
made for the periods under review.

The table below sets out the reconciliation of cash conversion rate to operating profit in the Bytes
Group's consolidated statement of profit or loss:

Year ended Six months ended
28 February 28 February 29 February 31 August 31 August
2018 2019 2020 2019 2020
£'000

Operating profit 10,238 18,695 29,844 15,762 19,530
Acquired intangible 671 1,610 1,610 805 805
amortisation
Share-based 144 338 271 120 154
payment charge
Acquisition costs 427 - - - -
Adjusted operating 11,480 20,643 31,725 16,687 20,489
profit
Cash generated 12,784 29,892 41,699 1,251 10,047
from operations
Capital expenditure (227) (1,063) (1,745) (521) (322)
Free cash flow 12,557 28,829 39,954 730 9,725
Cash Conversion 109.4% 139.7% 125.9% 4.4% 47.5%

Rate (Free cash
flow as % of
adjusted operating
profit)

"Customers" is an operating metric that the Bytes Group calculates as the number of unique entities
transacting greater than £100 in gross profit with the Bytes Group during the relevant financial period.
The Directors and the Proposed Directors view the size of the Bytes Group's customer base as
an indicator of the Bytes Group's ability to execute its strategy and use this metric to evaluate the
performance of the business and to prepare and approve its annual budget.

“Average gross profit per customer” is an operating metric that the Bytes Group defines as total gross
profit divided by customers. The Directors and the Proposed Directors view average gross profit per
customer as an indicator of profitability and use this metric to evaluate the performance of the business
and to prepare and approve its annual budget.

“‘Renewal rate” is an operating metric that the Bytes Group defines as gross profit from existing
customers divided by total gross profit in the prior financial period. Existing customer is defined as
a customer who has previously transacted with the Bytes Group. The Directors and the Proposed
Directors view renewal rate as an indicator of the Bytes Group's effectiveness in increasing its share of
business with existing customers.
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Operational data

The Bytes Group presents certain operational data in this Registration Document. Such data as presented
in this Registration Document is unaudited and may not be comparable to similarly titled data presented by
other companies in the Bytes Group's industry. The Directors and the Proposed Directors believe that such
data is important to understanding the Bytes Group's performance from period to period and that such data
facilitates comparison with the Bytes Group's peers. This operational data is not intended to be a substitute
for any IFRS measures of performance. The operational data is based on the Bytes Group's estimates,
is not part of the Bytes Group's financial statements and has not been audited or otherwise reviewed by
outside auditors, consultants or experts.

Unaudited operational information in relation to the Bytes Group is derived from the following sources:
(i) unaudited accounting records for the relevant accounting periods and specified accounting framework
presented; (ii) internal financial reporting systems supporting the preparation of financial statements; and
(i) the Bytes Group's other business operating systems and records.

Currency presentation

Unless otherwise indicated, all references in this document to "sterling", "pounds sterling", "GBP", "£",
or "pence" are to the lawful currency of the United Kingdom. The Bytes Group prepares its financial
statements in pounds sterling. All references to "US dollars", "USD" or "US$" are to the lawful currency of
the United States and all references to Rand or "R" are to the lawful currency of South Africa.

Rounding

Certain data in this Registration Document, including financial, statistical, and operating information has
been rounded. As a result of the rounding, the totals of data presented in this Registration Document may
vary slightly from the actual arithmetic totals of such data. Percentages in tables have been rounded and
accordingly may not add up to 100 per cent.

Market, economic and industry data

Unless the source is otherwise stated, the market, economic and industry data in this Registration
Document constitute the Directors' and the Proposed Directors' estimates, using underlying data from
independent third parties. The Bytes Group obtained market data and certain industry forecasts used in
this Registration Document from internal surveys, reports and studies, where appropriate, as well as third-
party market research, publicly available information and industry publications, primarily from publications
and data compiled by International Data Corporation ("IDC").

The IDC data used in this Registration Document in relation to the size and amount of spend in the UK
information and communications technology market and the UK IT market, including its component parts
(software, hardware and services) does not include consumer spend.

The Company confirms that this information and any other information extracted from third-party sources
has been accurately reproduced and, so far as the Bytes Group is aware and is able to ascertain from
information published by the relevant third party, no facts have been omitted which would render such
reproduced information inaccurate or misleading.

Where third-party information has been used in this Registration Document, the source of such information
has been identified. While the Directors and the Proposed Directors believe the third-party information
included herein to be reliable, the Company has not independently verified such third-party information.

Definitions

Certain terms used in this Registration Document, including all capitalised terms and certain technical and
other items, are defined and explained in Part 12 "Definitions".

Information not contained in this Registration Document

No person is or has been authorised to give any information or to make any representation not contained in
or not consistent with this Registration Document and, if given or made, such information or representation
must not be relied upon as having been authorised by the Company. The delivery of this Registration
Document shall not, under any circumstances, create any implication that there has been no change in the
business or affairs of the Company since the date of this Registration Document or that the information
contained herein is correct as at any time subsequent to its date.
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Information regarding forward-looking statements

This Registration Document includes forward-looking statements. These forward-looking statements
involve known and unknown risks and uncertainties, many of which are beyond the Bytes Group's
control and all of which are based on the Directors' and the Proposed Directors' current beliefs and
expectations about future events. Forward-looking statements are sometimes identified by the use of
forward-looking terminology such as "believe", "expects", "may", "will", "could", "should", "shall", "risk",
"intends", "estimates", "aims", "plans", "predicts", "continues", "assumes", "positioned", "targets" or
"anticipates" or the negative thereof, other variations thereon or comparable terminology. These forward-
looking statements include all matters that are not historical facts. They appear in a number of places
throughout this Registration Document and include statements regarding the intentions, beliefs or current
expectations of the Directors, the Proposed Directors or the Bytes Group concerning, among other things,
the results of operations, financial condition, prospects, growth and strategies of the Bytes Group and
the industry in which it operates. In particular, the statements under the headings "Risk Factors", "The
Business" and "Operating and Financial Review" regarding the Bytes Group's strategy and other future
events or prospects include forward-looking statements.

These forward-looking statements and other statements contained in this Registration Document regarding
matters that are not historical facts involve predictions. No assurance can be given that such future
results will be achieved; actual events or results may differ materially as a result of risks and uncertainties
facing the Bytes Group. Such risks and uncertainties could cause actual results to vary materially from
the future results indicated, expressed, or implied in such forward-looking statements. Such forward-
looking statements contained in this Registration Document speak only as of the date of this Registration
Document. The Company, the Directors, the Proposed Directors and the Company's advisers expressly
disclaim any obligation or undertaking to update these forward-looking statements contained in this
Registration Document to reflect any change in their expectations or any change in events, conditions,
or circumstances on which such statements are based unless required to do so by applicable law, the
Prospectus Regulation Rules, the Listing Rules, the Disclosure Guidance and Transparency Rules of the
FCA or the Market Abuse Regulation.

Website information

Copies of the documents set out in paragraph 18 of Part 11 "Additional Information - Documents available
for inspection" will be displayed on the Company's website at www.bytesplc.com/investors/ipo-documents
for a period of 12 months following the date of this Registration Document. For the avoidance of doubt, the
contents of the Bytes Group's websites, including the websites of the Bytes Group’s business units and
any hyperlinks to or from such websites, do not form part of this Registration Document.
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PART 4 - DETAILS OF THE DEMERGER

Overview

Altron announced on 2 April 2020 that as part of its FY20 strategic review the Altron Board had
assessed each of the business units within Altron, to identify opportunities which have the potential
to create value for Altron Shareholders. The Altron Board identified Bytes UK as not being ascribed
fair value by the market. In order to unlock value for Altron Ordinary Shareholders, the Altron Board
resolved to apply for admission of the entire issued and to be issued share capital of the Bytes
Group to the premium listing segment of the Official List, to trading on the Main Market of the
London Stock Exchange and to the Main Board of the JSE by way of a secondary inward listing, to
pursue an offer for subscription for New Shares, and a distribution of Altron’s remaining interest in
Bytes UK to Altron Shareholders.

In order to give effect to the above, and as more fully set out in this Part 4 "Details of the Demerger",
Altron proposes, through Bytes SA, to dispose of its A ordinary shares in Bytes UK to Bytes
Technology Holdco and Bytes UK Management proposes to sell their B ordinary shares in Bytes
UK to the Company. The Company will settle the purchase consideration for the ordinary shares
in Bytes UK through (i) the issue of Convertible Notes to Bytes SA, (ii) the payment to Bytes
UK Management of the Cash-out Amount, and (iii) the issue to Bytes UK Management of Bytes
UK Management Consideration Shares. Bytes SA and the intermediate Altron Group companies
will distribute the Convertible Notes to Altron as a distribution in specie in terms of section 46
of the South African Companies Act. Altron will retain 9 per cent. of the Convertible Notes to
settle the dividends withholding tax liability which will arise as a result of the Distribution and,
subject to fulfilment of the conditions that the Demerger Resolutions are passed and the TRP
issues a Compliance Certificate for the Distribution, Altron will distribute the beneficial interest in
the remaining Convertible Notes to Altron Ordinary Shareholders (including Altron Finance) as a
distribution in specie. Altron has estimated its liability for dividends withholding tax. However, its
actual liability will be determined after Altron Ordinary Shareholders return the Tax Declaration
and Undertaking Forms annexed to the Altron Circular. Altron will also retain beneficial title to 8
per cent. of the Distributed Convertible Notes distributed to Altron Finance. All of Altron Finance's
Convertible Notes will be redeemed for cash and Altron Finance will use the cash proceeds to
settle a portion of Altron's loan obligations and optimise its capital structure. If Admission occurs,
a portion of the Distributed Convertible Notes will be redeemed for cash and the balance of the
Convertible Notes will be automatically converted into Converted Shares.

Following the implementation of the Demerger, Altron Ordinary Shareholders will beneficially
hold (i) Altron Ordinary Shares (except to the extent disposed of after the Record Date for
the Distribution); (ii) cash, to the extent that their Convertible Notes have been redeemed and
in respect of any fractional entittements to Convertible Notes (under the Distribution); and (iii)
Converted Shares to the extent that their Convertible Notes have been converted. Altron will,
following implementation of the Demerger, have no further interest in the Company or obligations
to the Company in respect of the implementation of the Demerger.

As at the date of this Registration Document, the Demerger SPA has been entered into and the
Convertible Notes Instrument is expected to be entered into on 3 November 2020 (as further
described in this Part 4 "Details of the Demerger" and paragraph 11 of Part 11 "Additional
Information"). The Altron Circular is expected to be published on 3 November 2020 and sent to
Altron Shareholders. Any remaining steps to implement the Demerger will be completed on or prior
to Admission.

This Part 4 "Details of the Demerger" makes reference to and describes the proposed Demerger
and Admission. Prior to any application for Admission being made, this Registration Document will
be combined with a securities note and summary to form a prospectus. However, this Registration
Document, where not combined with a securities note and summary to form a prospectus, cannot
be used in connection with an application for Admission and does not constitute an offer or
invitation to sell or issue, or a solicitation of an offer or invitation to purchase or subscribe for, any
securities in the Company in any jurisdiction, nor shall this Registration Document alone (or any
part of it), or the fact of its distribution, form the basis of, or be relied upon in connection with, or act
as any inducement to enter into, any contract or commitment whatsoever with respect to any offer
or otherwise.

A simplified structure diagram of the Bytes Group and the Altron Group immediately prior to
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completion of the Demerger is set out below.
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Introduction and background

As at the date of this Registration Document, Bytes SA, an indirect wholly-owned subsidiary of
Altron, owns the 10,000 A ordinary shares in Bytes UK and Bytes UK Management own the 1,000
B ordinary shares in Bytes UK.

In order to give effect to the Demerger, Altron, Bytes SA, Bytes UK Management, the Company
and Bytes Technology Holdco entered into the Demerger SPA on 2 November 2020. Pursuant
to the Demerger SPA, Bytes SA will sell and transfer its A ordinary shares in Bytes UK to Bytes
Technology Holdco in consideration for which the Company will issue 220,506,494 Convertible
Notes to Bytes SA. Further, Bytes UK Management will sell and transfer their respective B ordinary
shares in Bytes UK to the Company in consideration for a cash amount to be settled by the issue of
Bytes UK Management Consideration Shares and a cash payment equal to the Cash-out Amount.

The Cash-Out Amount will not be funded from the proceeds of the Offer.

The Company is expected to enter into the Convertible Notes Instrument and issue a single
Certificate in respect of all of the Convertible Notes to Bytes SA on 3 November 2020. The
Convertible Notes will be conditional on fulfilment of the Suspensive Conditions and will lapse and
be cancelled for no value if the Suspensive Conditions are not fulfilled or waived by the Long Stop
Date.

Each of Bytes SA, Altron TMT and Altron Finance will distribute the Convertible Notes to their
respective shareholders such that Altron will hold 100 per cent. of the Convertible Notes.

On 20 November 2020, Altron is expected to declare the distribution of the beneficial title to
200,660,910 Convertible Notes, constituting approximately 91 per cent. of the Convertible Notes
(the "Distributed Convertible Notes") to Altron Ordinary Shareholders who are registered as
such on the Record Date for the Distribution (including Altron Finance), as a distribution in specie
per section 46 of the South African Companies Act, subject to the conditions that the Demerger
Resolutions are duly passed and the TRP issues a Compliance Certificate for the Distribution.
Following the Altron EGM, provided the Demerger Resolutions have been duly passed and the
TRP has issued a Compliance Certificate for the Distribution, Altron will release a finalisation
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announcement declaring the distribution of the Distributed Convertible Notes unconditional.

2.7 Following the Distribution, Altron will remain the registered holder of all the Convertible Notes, but it
will hold the Distributed Convertible Notes as nominee for the Altron Ordinary Shareholders and all
economic interest in the Distributed Convertible Notes will transfer beneficially to Altron Ordinary
Shareholders.

2.8 On Admission (provided it is approved), the Redemption Proportion of the Convertible Notes will
be redeemed by the Company for cash. The balance of the Convertible Notes will be automatically
converted into Converted Shares.

2.9 Subject to Admission being approved, the Shares will be listed on the premium listing segment of
the Official List of the FCA and the Main Board of the JSE by way of a secondary inward listing.
3 Implementation of the Demerger

With the exception of the Distribution, which is expected to be implemented on 10 December 2020, and
payment of the Redemption Proceeds, which are expected to be paid by the Company to Altron by not
later than four business days following Admission, the separate steps of the Demerger are inter-conditional
and indivisible and will be implemented in sequence on Admission.

3.1 The Distribution
The Declaration Date for the Distribution is expected to be 20 November 2020. The Record Date
for the Distribution is expected to be 9 December 2020. Altron Ordinary Shareholders who are

registered as such on the Altron Register on the Record Date for the Distribution are expected to
receive the Distribution on 10 December 2020.

3.2 Offer

3.21 On Admission (provided it is approved), subject to fulfilment or waiver of the Suspensive
Conditions, the Company will issue the New Shares at the Offer Price to subscribers.

3.2.2 All underwriting commissions, fees, expenses and taxes payable in respect of the Offer and the
issue of the New Shares will be borne by the Company.

3.3 Admission

On Admission (provided it is approved), following the implementation of the Offer, the Shares will
be admitted to the premium listing segment of the Official List, to trading on the Main Market of the
London Stock Exchange and on the Main Board of the JSE by way of a secondary inward listing.

3.4 Disposal

3.4.1 On Admission, Bytes Technology Holdco will acquire the A ordinary shares in Bytes UK from
Bytes SA, and the Company will acquire all of the B ordinary shares in Bytes UK from Bytes UK
Management.

3.4.2 The total value of the consideration for the Disposal is equal to the total of:
3.4.2.1 the number of Converted Shares issued multiplied by the Offer Price; plus
3.4.2.2 the number of Convertible Notes redeemed for cash multiplied by the Offer Price; plus

3.4.2.3 the number of Bytes UK Management Consideration Shares issued multiplied by the
Offer Price; plus

3.4.24 the Cash-out Amount.

4 Terms of the Convertible Notes

4.1 The redemption or conversion of the Convertible Notes is conditional upon the fulfilment or waiver
of the Suspensive Conditions. If the Suspensive Conditions are not fulfilled or waived by the Long
Stop Date, the Convertible Notes will lapse and will be cancelled for no value.

4.2 The Convertible Notes will not bear interest. The registered and/or beneficial title to the
Convertible Notes will be transferable to any member of the Altron Group and the beneficial title

25



4.3
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4.5
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4.7

4.8

to the Distributed Convertible Notes will be transferable by Altron to Altron Ordinary Shareholders
on the Record Date for the Distribution, but following the distribution of the beneficial title to the
Distributed Convertible Notes to Altron Ordinary Shareholders, such beneficial title shall thereafter
be non-transferable.

On Admission, the Redemption Proportion of Convertible Notes will be redeemed by the
Company for cash. The balance of the Convertible Notes will be automatically converted into
Converted Shares in a ratio of 1 Converted Share for 1 Convertible Note. The Convertible
Notes will be redeemed such that (i) all the Convertible Notes retained by Altron as principal (to
settle the dividends withholding tax payable as a result of the Distribution) and all Convertible
Notes beneficially held by Altron Finance (to settle a portion of Altron's loan obligations and
optimise its capital structure) will be redeemed for cash; (ii) the aggregated fractional entitlements
to Distributed Convertible Notes arising on the Distribution will be redeemed for cash; (iii) all
Convertible Notes beneficially held by Restricted Altron Shareholders will be redeemed for
cash; and (iv) the balance of the Convertible Notes will be redeemed for cash and converted
into Converted Shares in the Default Ratio or (to the extent elections to redeem Convertible
Notes in excess of the Default Ratio are made by eligible Altron Ordinary Shareholders) such
greater percentage of Convertible Notes as can be satisfied to the extent of investor demand for
Additional New Shares in the Offer will be redeemed for cash, with the balance being converted
into Converted Shares.

An Altron Ordinary Shareholder, other than a Restricted Altron Shareholder and Altron Finance,
is entitled to elect by no later than 12:00 (Johannesburg time) on the Record Date for the
Distribution, that a greater percentage than the Default Ratio of its Convertible Notes should be
redeemed for cash (on the basis that each of its remaining Convertible Notes which it does not
elect to redeem will automatically convert into a Converted Share).

An Altron Ordinary Shareholder which does not make an election will have its Convertible Notes
redeemed for cash and converted into Converted Shares in the Default Ratio.

Elections to have a greater percentage than the Default Ratio of an Altron Ordinary Shareholder’s
Convertible Notes redeemed for cash will, subject to paragraphs 4.14 and 4.15 of this Part 4
"Details of the Demerger" having first been complied with, be effected to the extent of investor
demand to subscribe for Additional New Shares in the Offer. To the extent that elections cannot
be fully satisfied, redemptions will be reduced proportionately, provided that at a minimum,
the Default Ratio of the Convertible Notes of each Altron Ordinary Shareholder (other than a
Restricted Altron Shareholder or Altron Finance) will be redeemed for cash.

Altron (as principal in respect of Convertible Notes retained to settle the dividends withholding
tax payable as a result of the Distribution), Altron Finance, Restricted Altron Shareholders,
and applicable Altron Ordinary Shareholders (in respect of fractional entitlements to Distributed
Convertible Notes only) will not be entitled to make any election in respect of their Convertible
Notes. One hundred per cent. of the Convertible Notes so held by Altron (as principal or
as nominee on their behalf) will be redeemed for cash at the Offer Price in priority to other
Convertible Notes. The Company will remit the Redemption Proceeds in respect of such
Convertible Notes in pounds sterling to the Escrow Bank on behalf of Altron: (i) for itself in
respect of those Convertible Notes it holds as principal; and (ii) as nominee in respect of those
Convertible Notes it holds as nominee for the Restricted Altron Shareholders, Altron Finance
and applicable Altron Ordinary Shareholders (in respect of fractional entitlements to Distributed
Convertible Notes). Altron reserves the right (but shall not be obliged) to not effect or to treat as
invalid, any issue and/or delivery of Converted Shares to Altron Ordinary Shareholders who are
in the United States, Australia, Canada and Japan, or some of them, in terms of the Demerger.
In relation to Altron Ordinary Shareholders who are Restricted Shareholders, Altron and the
Company shall be entitled (in their discretion), to do all things necessary or desirable to ensure
compliance with applicable law and/or regulation, including not issuing or crediting Converted
Shares to such Restricted Shareholders and instead redeeming the relevant Convertible Notes
for cash.

QIBs in the United States will be treated on the same basis (as set out in paragraph 4.4 above)
as the other Altron Ordinary Shareholders (other than Altron Finance and Restricted Altron
Shareholders), following the receipt by the Required Notice Recipient by no later than the QIB
Notification Time of a signed US Investor Letter. A QIB's Convertible Notes will be redeemed
and converted in the Default Ratio, unless such QIB makes an election to redeem a greater
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4.14

4.15

4.16

percentage than the Default Ratio of its Convertible Notes for cash in terms of paragraph 4.6 of
this Part 4 "Details of the Demerger".

Convertible Notes will be redeemed out of the net proceeds of the Offer. The total amount applied
by the Company towards the Redemption of Convertible Notes will equal the aggregate proceeds
of the issue of New Shares pursuant to the Offer (after deducting the aggregate proceeds of
the issue of New Shares to finance the costs and commissions of the Offer, and the stamp duty
payable on the transfer of the shares in Bytes UK to the Company and Bytes Technology Holdco
under the Demerger SPA, as reasonably determined by the Company).

The Escrow Bank will receive the Redemption Proceeds on behalf of Altron, as principal and as
nominee for the Altron Ordinary Shareholders on the Altron Register on the Record Date for the
Distribution. The Escrow Bank will convert the Redemption Proceeds from the Pound Sterling
amount into Rand at the prevailing exchange rate and will transfer the Redemption Proceeds
in Rand to Computershare (in respect of proceeds due to the Altron Ordinary Shareholders)
and to Altron (in respect of proceeds due to Altron as principal). Computershare will transfer
the Redemption Proceeds due to the Altron Ordinary Shareholders in the following manner: (i)
in respect of Dematerialised Shareholders, by using the payment channels it uses for payment
of dividends and in specie distributions; (ii) in respect of Certificated Shareholders whose bank
account details are known to Altron, electronically to such bank account and (iii) in respect
of Certificated Altron Shareholders whose bank account details are not known to Altron, the
Redemption Proceeds will be retained by Altron on trust in a nominee account.

On Admission, the aggregate number of Converted Shares will be issued to PLC Nominees in
certificated form, as custodian for Strate with the beneficial interest therein held by Altron on
behalf of Altron Ordinary Shareholders. PLC Nominees will hold a global certificate in respect of
the Converted Shares.

In respect of the Altron Ordinary Shareholders who are Dematerialised Shareholders, Altron will
instruct the Altron Transfer Secretary to transfer its book entry entitlements to the Converted
Shares in Strate from Altron's CSDP account to the respective Strate accounts of Altron Ordinary
Shareholders (although the legal title to the corresponding Converted Shares will remain with PLC
Nominees).

In respect of Altron Ordinary Shareholders who are Certificated Shareholders, Altron will instruct
the Altron Transfer Secretary to transfer the corresponding Strate entitlements to Converted
Shares out of Altron's CSDP account in Strate by way of electronic book entry to Computershare
Nominees who will hold the dematerialised Strate entitlements on behalf of such Certificated
Shareholders (although the legal title to the corresponding Converted Shares will remain with PLC
Nominees).

Application of the Default Ratio will result in the Company issuing New Shares in the Offer
representing approximately 37 per cent. of the enlarged issued share capital of the Company
at Admission. If there is demand from investors in the Offer for New Shares in excess of this
percentage ("Additional New Shares"), then this will enable Altron Shareholders who have
elected to redeem more than the Default Ratio of their Convertible Notes to have such additional
Convertible Notes redeemed.

If the demand from investors in the Offer is insufficient to meet the Default Ratio at Admission,
then the Default Ratio will be adjusted so that, after redemption of all the Distributed Convertible
Notes held by Altron as principal and all the Convertible Notes held by Altron as nominee
for Restricted Altron Shareholders and Altron Finance, and to satisfy fractional entitlements to
Distributed Convertible Notes, and after making provision for the expenses and commissions
of the Offer, and the stamp duty payable on the transfer of all the Bytes UK shares pursuant
to the Demerger SPA (as reasonably determined by the Company), all remaining proceeds of
the Offer will be allocated to the redemption of Convertible Notes held by Altron as nominee
for the remaining Altron Ordinary Shareholders and the balance of the Convertible Notes will be
converted automatically into Converted Shares.

The Convertible Notes will not be Dematerialised, nor will they be listed on any securities
exchange. In accordance with the terms of the Convertible Notes, Altron Ordinary Shareholders
will not receive registered title to the Distributed Convertible Notes, nor will they be entitled
to receive physical certificates representing the Convertible Notes. Upon implementation of the
Distribution, Altron will retain registered title to the Convertible Notes, and will hold the Distributed
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Convertible Notes as nominee for Altron Ordinary Shareholders, pending the redemption or
conversion of those Convertible Notes. Upon the redemption and/or the conversion of the
Convertible Notes to which each Altron Ordinary Shareholder is beneficially entitled, Altron
will remit (or procure the remittance) to such Altron Ordinary Shareholder of the Redemption
Proceeds (after conversion into Rand) and/or the Converted Shares to which such Altron Ordinary
Shareholder is entitled in accordance with paragraph 4.10, 4.12 and 4.13 of this Part 4 "Details of
the Demerger".

Upon redemption or conversion of all the Convertible Notes, the Convertible Notes and the
Certificate will be cancelled and the Company will take all necessary actions to issue and allot
the Converted Shares to Altron (as nominee for the beneficial holders of the relevant Distributed
Convertible Notes).

All Converted Shares will be issued on the South African branch register of the Company.
Following Admission, the Shares will be fully fungible between the Company’s South African
branch register and its United Kingdom register, subject to investors obtaining exchange control
approvals where necessary. South African resident investors may only acquire Shares, via the
JSE, that are already on the South African branch share register maintained by Computershare,
the Company’s South African transfer secretaries. Non-South African residents are not subject
to South African Exchange Control Regulations and may freely transfer Shares between branch
registers.

Entitlements and fractions

Altron Ordinary Shareholders will be entitled to 0.5 Convertible Notes for every 1 Altron Ordinary
Share held on the Record Date (the "Entitlement Ratio") for the Distribution.

The application of the Entitlement Ratio in respect of Convertible Notes is subject to rounding down
of fractional entitlements, in accordance with the standard JSE rounding convention. Fractional
entitlements to Distributed Convertible Notes will be aggregated and redeemed and the proceeds
distributed pro rata to those entitled to such fractional entitlements of Distributed Convertible Notes.
If the number of Convertible Notes which fall to be redeemed for an Altron Shareholder and the
corresponding number of Convertible Notes that fall to be converted into Converted Shares for that
Altron Shareholder (whether pursuant to an election or under the Default Ratio) do not represent
whole numbers, the number of Convertible Notes to be redeemed will be rounded down to the
nearest whole number, and as a consequence the number of Convertible Notes to be converted
will be rounded up to the nearest whole number, such that the number of Convertible Notes to be
converted represents a whole number.

Altron Shareholder approvals required for the Demerger

The Disposal constitutes a Category 1 Transaction by Altron in terms of the JSE Listings
Requirements and, as such, must be approved by an Ordinary Resolution adopted by Altron
Shareholders at the Altron EGM (the “Category 1 Resolution”).

The Disposal also constitutes a disposal of all or the greater part of the assets of Bytes SA and,
having regard to the consolidated financial statements of Altron, the Disposal constitutes a disposal
of the greater part of the assets of Altron, and as such, it must be approved by a Special Resolution
adopted by Altron Shareholders at the Altron EGM in terms of sections 112 and 115(2)(b) of the
South African Companies Act (the “Disposal Resolution”).

The Distribution constitutes the disposal of the greater part of the assets of Altron, and as such,
it must be approved by a Special Resolution adopted by Altron Shareholders at the Altron EGM
in terms of sections 112 and 115(2)(a) of the South African Companies Act (the “Distribution
Resolution”).

Suspensive Conditions

The Demerger is subject to fulfilment or waiver by Altron, where capable of waiver, of the following
Suspensive Conditions by no later than the Long Stop Date:

71

7.2

delivery by the Independent Expert of the Independent Expert’'s Report to the Altron Independent
Board;

the adoption of the Demerger Resolutions at the Altron EGM,;
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7.3

7.4

7.5

7.6
7.7

7.8

7.9

7.10

7.11

either:

7.3.1 fewer than 15 per cent. of the voting rights exercised on the Disposal Resolution and
the Distribution Resolution are exercised against such resolutions; or

7.3.2 if 15 per cent. or more of the voting rights exercised on the Disposal Resolution or the
Distribution Resolution are exercised against either such resolution:

(a) within the five business day period referred to in section 115(3)(a) of the South
African Companies Act, no Altron Shareholder who voted against the Disposal
Resolution or the Distribution Resolution requires Altron to seek the approval of
the court in terms of section 115(3)(a) of the South African Companies Act; or

(b) if any Altron Shareholder who voted against the Disposal Resolution or the
Distribution Resolution requires Altron to seek the approval of the court in terms
of section 115(3)(a) of the South African Companies Act, court approval is
obtained;

either:

741 within the 10 business day period referred to in section 115(3)(b) of the South African
Companies Act, no Altron Shareholder who voted against the Disposal Resolution or
the Distribution Resolution seeks leave of the court in terms of section 115(3)(b) of the
South African Companies Act for a review of the Disposal or the Distribution; or

7.4.2 if any Altron Shareholder who voted against the Disposal Resolution or the Distribution
Resolution seeks leave of the court in terms of section 115(3)(b) of the South African
Companies Act for a review of the Disposal and/or the Distribution, then:

(a) the court determines that it will not grant such leave; or

(b) if the court does grant such leave, the court determines that the Disposal
Resolution and the Distribution Resolution will not be set aside;

If any Altron Shareholders exercise Appraisal Rights, Altron Shareholders holding no more than
5 per cent. of all the Altron Ordinary Shares exercise their Appraisal Rights by delivering valid
demands, as contemplated in sections 164(5) to 164(8) of the South African Companies Act,
within the maximum time period specified in the South African Companies Act, provided that in
the event that either:

7.51 Altron Shareholders deliver notices objecting to the Disposal Resolution or the
Distribution Resolution as contemplated in section 164(3) of the South African
Companies Act, in respect of no more than 5 per cent. of the Altron Ordinary Shares; or

7.5.2 Altron Shareholders who have delivered notices in terms of section 164(3) of the South
African Companies Act exercise voting rights against the Disposal Resolution and the
Distribution Resolution in respect of no more than 5 per cent. of the Altron Ordinary
Shares,

this Suspensive Condition shall be fulfilled immediately following the Altron EGM;
approval by FinSurv for the Demerger in terms of the Exchange Control Regulations;

to the extent that their approval is required in terms of the Common Terms Agreement, Altron’s
Lenders give their written approval (on terms acceptable to Altron, acting reasonably) for the
Disposal and the Distribution;

the release by Altron's Lenders of security over the shares and other assets in or of any members
of the Bytes Group (including the shares in Bytes UK) with effect from Admission (including the
Specified Security Documents);

the Company's UK bookrunner procures subscribers for not less than 25 per cent. of the expected
enlarged issued share capital of the Company immediately following Admission (as determined
by the Company acting reasonably) at a subscription price per Share not less than the Minimum
Offer Price;

the Underwriting Agreement is entered into and becomes unconditional in accordance with its
terms;

the issue by the TRP of Compliance Certificates in relation to the Distribution in terms of section
115(1)(a) and (b) (read with section 119(4)(b) of the South African Companies Act) by 2 December
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2020; and

712 the issue by the TRP of a Compliance Certificate in relation to the Disposal in terms of section
115(1)(a) and (b) (read with section 119(4)(b) of the South African Companies Act) between the
Record Date and the Admission Date; and

713 Admission occurring.
8 Bytes UK Management Consideration Shares
The Bytes UK Management Consideration Shares that will be issued to Bytes UK Management pursuant

to the Demerger SPA will be subject to a 365 day lock-up.

Following Admission the Bytes UK Management Consideration Shares issued to Bytes UK Management
will be issued in certificated form to each member of Bytes UK Management (unless any member of Bytes
UK Management has notified their CREST account details to the Company) and held on the Company's
United Kingdom register.
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PART 5 - THE BUSINESS

1 Overview of the Bytes Group

The Bytes Group is one of the UK's leading providers of IT software offerings and solutions, with a focus
on cloud and security products. The Bytes Group enables effective and cost-efficient technology sourcing,
adoption and management across software services, including in the areas of security and cloud. It aims
to deliver the latest technology to a diverse and embedded non-consumer customer base and has a long
track record of delivering strong financial performance.

The Bytes Group's software offering includes working with customers to identify their software needs,
selecting and deploying appropriate software products, managing licence compliance and, ultimately,
seeking to optimise their software assets. This offering is delivered through licensing and subscription
agreements. The reselling of software in the form of licensing agreements, permits the Bytes Group's
customers to install the software on a specified number of IT devices, such as desktop computers, mobile
devices or servers. Software is also delivered through the cloud in the form of subscription agreements
that allow access to the software for a specified number of users over a period of time, which is known as
“software as-a-service” ("SaaS"). Examples include Microsoft Azure and Microsoft 365.

Beyond the reselling of software, the Bytes Group provides tailored IT solutions to its customers, including
the products and services required to implement and manage such solutions. These solutions, which
are provided both on premise and in the cloud, include professional and managed services as well as
hardware sales.

The Bytes Group's principal operations are carried out under two brands: Bytes Software Services and
Phoenix. Bytes Software Services' customer base is made up of both private sector customers and
public sector customers, whilst Phoenix's focus (with the exception of its Licence Dashboard trading
division) is solely on public sector customers. The proportion of the Bytes Group's gross profit for FY20
generated from its private sector customers and public sector customers was 67 per cent. and 33
per cent., respectively. The Bytes Group's private sector customers are diversified by both size and
end market, with 1,683 small and medium-sized businesses (being customers with fewer than 1,000
employees) ("SMBs") and 731 enterprise customers (being customers with more than 1,000 employees)
("Enterprise Customers") in FY20 across a broad range of end markets including professional services,
TMT, manufacturing and retail. In FY20, the Bytes Group had 2,516 public sector customers. The Bytes
Group's public sector customer base demonstrates a strong foothold in the areas of education, charities
and housing, local and central government, healthcare and law enforcement.

In FY20, 92.1 per cent. of the Bytes Group's gross invoiced income came from software sales, 4.1 per cent.
from hardware sales and 3.8 per cent. from software services. Although hardware and software services
currently represent a relatively small percentage of gross profit, increasing the Bytes Group’s penetration
in these segments represents a growth opportunity.

The Bytes Group has strategic relationships and trusted partnerships with over 100 vendor partners
and their distributors, including Adobe, AWS, Check Point, Citrix, CrowdStrike, Dell, HP, IBM, Microsoft,
Mimecast, Oracle, Snow, Sophos, Veritas and VMWare. The strength and depth of these partnerships is
evidenced by the Bytes Group having been recognised with numerous accreditations and awards from
its vendor partners. The Bytes Group has a particularly strong track record of working with Microsoft,
with dedicated Microsoft Services teams consisting of 140 Microsoft certified professionals ("Microsoft
Certified Professionals"), and it is a certified Microsoft Gold and Silver Partner across 14 competencies
between Bytes Software Services and Phoenix. The Bytes Group is one of Microsoft's largest partners
in the UK by revenue and in Microsoft's 2020 financial year generated in excess of $1 billion of revenue
for Microsoft from sales of Microsoft products and services into the UK market. Microsoft products and
services accounted for £41.5 million, or 52.4 per cent., of the Bytes Group's gross profit in FY20 up
from £24.1 million, or 55.5 per cent., in FY18 and rebates received by the Bytes Group from Microsoft
increased from £12.8 million in FY18 to £20.9 million in FY20. The Bytes Group has also developed strong
partnerships with vendors such as CrowdStrike and Check Point, which focus on cyber security products,
and it regularly assesses the market for opportunities to expand its vendor relationships as new products
and technologies arise.

Employee and customer satisfaction is a priority for the Bytes Group. In 2020, Bytes Software Services
was ranked 21st in the Sunday Times' list of the best 100 Mid Companies to work for, and the Bytes
Group's employee attrition rates, particularly amongst its most experienced sales staff have historically
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been very low. This is evidenced by the fact that since FY15, of Bytes Software Services' 50 top achieving
(in terms of gross profit generation) salespeople, only one has left and not returned to the Bytes Group.
The Bytes Group regularly performs well and achieves high scores in customer satisfaction surveys, and
high levels of customer satisfaction are further evidenced by the fact that, in FY19 and FY20, 93.4 per cent.
and 92.1 per cent., respectively, of the Bytes Group's gross profit was attributable to business with existing
customers (defined as customers that the Bytes Group has previously transacted with).

The Bytes Group was founded in 1982 as Bytes Computer Supplies Limited and in 1998, Bytes Technology
Group Limited was acquired by Allied Electronics Corporation Limited, a South African, JSE listed
technology company. Bytes UK acquired Security Partnerships, an IT security specialist, in 2011, and in
2017 it acquired Phoenix, a UK based VAR focused on the public sector market. The Bytes Group is
headquartered in Leatherhead, Surrey, in the United Kingdom and has four branch offices in Reading, York
and Manchester in England and Cork in Ireland. As at 30 September 2020, the Bytes Group employed 666
people.

The Bytes Group has a long track record of growth and between FY10 and FY20, gross profit has
increased by a CAGR of 20 per cent. This growth has been largely organic, with further contribution from
the two strategic acquisitions of Security Partnerships and Phoenix. The Bytes Group generated gross
invoiced income of £505.4 million in the six months ended 31 August 2020 (six months ended 31 August
2019: £370.3 million) and £722.2 million in FY20 (FY19: £549.4 million). The Bytes Group generated gross
profit of £46.4 million in the six months ended 31 August 2020 (six months ended 31 August 2019: £39.9
million) and £79.2 million in FY20 (FY19: £63.6 million); and adjusted operating profit of £20.5 million in
the six months ended 31 August 2020 (six months ended 31 August 2019: £16.7 million) and £31.7 million
in FY20 (FY19: £20.6 million).

The Bytes Group's management utilise the following KPIs to monitor and analyse the Bytes Group's
performance. The table below sets out the performance of these KPIs over the periods indicated. For
further information on the non-IFRS financial measures and KPIs the Bytes Group uses, see Part 2 "
Presentation of Financial and Other Information".

Year ended 6 months ended
28 February 28 February 29 February
201819 2019 2020 31 August 31 August
2019 20201
£'000

Gross invoiced income (£000)“) 343,428 549,370 722,154 370,328 505,380
Gross profit (£000)(2) 43,545 63,613 79,217 39,934 46,379
Gross profit growth® - 46.1% 24.5% - 16.1%
Adjusted operating profit (£000)(4) 11,480 20,643 31,725 16,687 20,489
Adjusted operating profit / gross profit® 26.4% 32.5% 40.0% 41.8% 44.2%
Cash conversion rate® 109.4% 139.7% 125.9% 4.4% 47.5%
Customers(” 4,330 4,516 4,929 - 4,976
Average gross profit per customer (£000)® - 14.1 16.1 - 17.2
Renewal rate®® - 136% 115% - -

Notes:

(1) "Gross invoiced income" is a non-IFRS financial measure that reflects gross income billed to customers adjusted for deferred
and accrued revenue items. The Bytes Group will continue to report gross invoiced income as an alternative financial KPI. See table
in Part 2 " Presentation of Financial and Other Information" for the reconciliation of gross invoiced income to revenue in the Bytes
Group's consolidated statement of profit or loss.

(2) "Gross profit" is defined as revenue less cost of sales and has been extracted from the Bytes Group's historical financial
information in Part 9 "Financial Information of Bytes UK", where it appears in the Bytes Group's consolidated statement of profit or
loss.

(3) "Gross profit growth" is calculated as the percentage of growth in gross profit from the previous financial period.

(4) “Adjusted operating profit” is a non-IFRS financial measure that excludes from operating profit the effects of significant items of
income and expenditure which might have an impact on the quality of earnings, such as acquisition costs, which are attributable to
an isolated, non-recurring event. Acquired intangible amortisation and share-based payment charges are also excluded. See table
in Part 2 "Presentation of Financial and Other Information" for the reconciliation of adjusted operating profit to operating profit in the
Bytes Group's consolidated statement of profit or loss

2 FY10 to FY17 gross profit figures are derived from unaudited IFRS financial information, routinely prepared as part of the financial reporting procedures for
the Altron Group
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(5) “Adjusted operating profit/ gross profit” is a non-IFRS financial measure that the Bytes Group defines as adjusted operating profit
as a percentage of gross profit.

(6) “Cash conversion rate” is a non-IFRS financial measure that the Bytes Group defines as cash generated from operations minus
capital expenditure (together "Free Cash Flow") divided by adjusted operating profit. See table in Part 2 "Presentation of Financial and
Other Information" for the reconciliation of the cash conversion rate to operating profit in the Bytes Group's consolidated statement of
profit or loss.

(7) "Customers" is an operating metric that the Bytes Group calculates as the number of unique entities transacting greater than £100
in gross profit with the Bytes Group during the relevant financial period.

(8) “Average gross profit per customer” is an operating metric that the Bytes Group defines as total gross profit divided by customers.

(9) “Renewal rate" is an operating metric that the Bytes Group defines as gross profit from existing customers divided by total gross
profit in the prior financial period. Existing customer is defined as a customer who has previously transacted with the Bytes Group.

(10) For the year ended 28 February 2018, "Average gross profit per customer" and "Renewal rate" are not presented because of the
impact of the acquisition of Phoenix in September 2017.

(11) For the six months ended 31 August 2020 "Customers" and "Average gross profit per customer" have been calculated on a last
twelve month ("LTM") basis. As at 31 August 2020, the Bytes Group's LTM gross profit was £85.7 million.

2 The Bytes Group's Key Strengths

The Directors and the Proposed Directors believe that the strong historic performance of the Bytes Group
has been driven by the following key strengths:

21 Significant total addressable market with strong growth potential

The Bytes Group provides IT products and services in a market with significant growth potential. In 2019,
IDC valued the UK software maket (on premise and cloud) at £23.4 billion and the UK market for hardware
and services at £55.8 billion®, and therefore the Bytes Group's total addressable market for software, IT
services and hardware is estimated to be £79.2 billion. Although the UK software market is the core market
in which the Bytes Group competes the Directors and the Proposed Directors estimate that the Bytes
Group had a total UK software market share of less than 3 per cent. in FY20. The UK software market is
forecast to grow to £30.1 billion by 2024*, representing a CAGR of 5.2 per cent. The UK IT services and
hardware market is forecast to grow from £55.8 billion in 2019 to £62 billion in 2024, representing a CAGR

of 2.1 per cent®.

As at 8 July 2020, there were over 42,000 companies with over 100 employees6 (being the threshold
size of company that the Bytes Group targets). In addition, on the basis of publicly available information,
the Directors and the Proposed Directors estimate there are over 200,000 public sector organisations in
the United Kingdom, including over 168,000 charities, 1,100 central and local government entities, 32,000
education organisations and 400 NHS trusts and authorities. While not all of these organisations would
be target customers for the Bytes Group, the Directors and the Proposed Directors believe that there is a
significant market opportunity to further expand its customer base.

The Bytes Group has focused on developing relationships and gaining accreditations with vendors
specialising in cloud computing, security and infrastructure. This has enabled the Bytes Group to benefit
from the increased uptake of cloud computing as well as increased demand for security products.

Increased customer uptake of cloud computing and SaaS has contributed to the Bytes Group's growing
proportion of repeat and annuity type revenue within its revenue mix in recent years. The Bytes Group
categorises both annuity type and repeat revenue as relating to products customers purchase annually in
order to run their operations, with annuity type revenue being linked to products that customers cannot
function without. The Directors and the Proposed Directors believe that in FY20 in excess of 60 per cent.
of the Bytes Group's gross profit resulted from licences which are annually or periodically renewable,
comprising principally cloud-based software sales as well as software assurance (a package of benefits
provided by the software vendor that includes access to future (non-critical) updates at no extra cost).
Similarly, the Bytes Group has been able to provide un-clouding services to customers that have found
cloud-based solutions to be more expensive than relying on their own servers and technology or that
otherwise want greater control over their IT systems due to security or data sovereignty concerns.

In its business with public sector customers, the Bytes Group has benefited from the increasing
disaggregation of outsourcing contracts, particularly in central government, by demonstrating its focus on
value and innovation.

3 Source: IDC Worldwide ICT Spending Guide Industry and Company Size, June 2020, Directors' estimates based on IDC data.
* Source: IDC Worldwide ICT Spending Guide Industry and Company Size, June 2020, Directors' estimates based on IDC data.
5 Source: IDC Worldwide ICT Spending Guide Industry and Company Size, June 2020, Directors' estimates based on IDC data.
8 Source: Creditsafe 8 July 2020.
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2.2 A leading player in the market with a track record of strong financial growth and
performance

The Bytes Group is one of the leading value added software resellers in the UK IT market with software
sales representing approximately 92 per cent. of its gross invoiced income of £722.1 million in FY20 and

on a group basis would have been the 10™ largest UK reseller and managed service provider by revenue
in 2019 based on CRN's rankings, giving it a significant share of the market. ’

The Bytes Group has demonstrated strong financial performance and growth with gross profit increasing
from £12.6 million in FY108 to £43.5 million in FY18 and subsequently to £79.2 million in FY20. The Bytes
Group's gross invoiced income increased from £343.4 million in FY18 to £722.2 million in FY20. During
this period the Bytes Group has also effectively managed its costs, through automation of processes and
other efficiencies including the introduction of new workflow practices that have improved order processing
and general administration across the business. This has resulted in a significant increase in its adjusted
operating profit/gross profit from 26.4 per cent. in FY18 to 40.0 per cent. in FY20. As a result, the Bytes
Group's adjusted operating profit increased from £11.5 million in FY18 to £31.7 million in FY20.

The Bytes Group's business model is highly cash generative and over the last three financial years the
Bytes Group had cash conversion rates of 109.4 per cent., 139.7 per cent. and 125.9 per cent. in FY18,
FY19 and FY20, respectively. This cash generation is also reflective of the Bytes Group's relatively low
capital expenditure requirements. The diversified nature of the Bytes Group's client base, with a significant
number of customers being public sector organisations, means that credit risk is relatively low.

2.3 Strong vendor partnerships

The Bytes Group has strategic relationships and trusted partnerships with over 100 vendor partners and
their distributors, including Adobe, AWS, Check Point, Cisco, Citrix, CrowdStrike, Dell, HP, IBM, Microsoft,
Mimecast, Oracle, Palo Alto, Snow, Sophos, Veritas and VMWare. In 1996, the Bytes Group became
one of Microsoft's first resellers in the UK and has since become a Microsoft Gold Partner across 14
competencies between Bytes Software Services and Phoenix, with dedicated Microsoft Services teams
consisting of 140 Microsoft Certified Professionals. Sales of Microsoft products and services accounted
for 52.4 per cent. of the Bytes Group's gross profit in FY20. The Bytes Group is one of Microsoft's largest
partners in the UK by revenue and in Microsoft's 2020 financial year generated in excess of $1 billion of
revenue for Microsoft from sales of Microsoft products and services into the UK market, of which $377
million was attributable to on-premise sales and $675 million was attributable to cloud-based sales. The
Bytes Group is predominantly focused on the higher growth parts of Microsoft’s product portfolio including
Azure, Dynamics 365 and Office 365, which are expected to contribute 36 per cent., 27 per cent. and 16
per cent., respectively, of Microsoft's total revenue CAGR between 2020 and 2023°. The Directors and the
Proposed Directors expect sales of these products will continue to grow strongly within the Bytes Group's
offering in the coming years.

Alongside maintaining and leveraging relationships with its longstanding software partners, the Bytes
Group has sought to deepen its partnerships with emerging vendors with high-growth potential such as
Check Point and CrowdStrike. Further, as part of the Bytes Group's strategy to develop its hardware
offering, strong relationships have been established with Cisco, HP, IBM and Dell, among others.

The Directors and the Proposed Directors believe that the Bytes Group's customers benefit from the
efficiency of having an infrastructure and services provider that enables them to choose the optimal IT
solution for their specific business needs from a broad solutions offering, such as is provided by the Bytes
Group. From a vendor partner’s perspective, the Bytes Group provides cost effective access to a widely-
dispersed customer base. Furthermore, the Bytes Group is able to provide valuable customer feedback to
its vendor partners and collaborate with them to drive joint marketing and sales initiatives.

The Bytes Group has received numerous awards from its vendor partners. In 2020 it has been awarded
the AWS Microsoft Workloads APN Partner of the Year, the Dell Growth Partner of the Year, named the
Sophos UK & Ireland Enterprise Partner of the Year and Public Cloud Partner of the Year; and named
the Checkpoint Cloud Partner of the Year EMEA. In 2019 it was awarded the Microsoft Global Modern
Workplace Transformation Partner Award and the OKTA UK & Ireland Partner of the Year. Between 2015
and 2018 it was named the Snow Partner of the Year, the CrowdStrike Partner of the Year, the Veeam

7 Bytes Software Services was ranked 12th with revenue of £345.9 million and Phoenix was ranked 25th with revenue of £152.4 million in CRN's 2019
rankings. The Bytes Group's cumulative revenue would have been £498.3 million and would have given it the 10th place ranking.

8FY10 gross profit figure is derived from unaudited IFRS financial information, routinely prepared as part of the financial reporting procedures for the Altron
Group.

% Source: "4Q20 Results — Finding a Way to a Beat and Raise", Microsoft equity research published by Morgan Stanley, 23 July 2020
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Reseller of the Year, the Mimecast Channel Champion, the Barracuda EMEA Cloud Partner of the Year
and the Microsoft Cloud Licencing Solution EMEA Partner of the Year and was awarded the Microsoft
Operations Cloud Licencing Solution Partner Excellence Award.

2.4 Extensive and well-established customer relationships

The Bytes Group has a diverse range of blue chip customers across the public and private sector and has
a long track record of growing its customer base and developing long term relationships with customers.
The Bytes Group's customer base grew from 1,651 customers in FY12 to 4,929 customers in FY20. The
breadth of the customer base has resulted in low levels of customer concentration with the Bytes Group’s
top ten customers making up only approximately 8 per cent. of gross profit in FY20. A lack of dependence
on specific customers helps reduce the Bytes Group's credit risk as well as over reliance on key sales
relationships. In addition to low customer concentration levels, the composition of the Bytes Group's top
ten customers changes regularly due to cyclical buying patterns.

Organic growth in the Bytes Group's customer base has been driven through its effective sales strategy
along with the continued progress in achieving awards and accreditations from key vendors. In 2017,
the Bytes Group acquired Phoenix which had a significant number of public sector customers, further
accelerating the growth in the Bytes Group's customer base. In FY20, the Bytes Group's customer base
(comprising entities transacting with the Bytes Group and generating more than £100 of gross profit) was
split relatively evenly between Bytes Software Services and Phoenix.

In FY20, 67 per cent. of the Bytes Group's gross profit was attributable to private sector customers and 33
per cent. was attributable to public sector customers. Private sector customers are split into two segments,
Enterprise Customers and SMBs, which accounted for 43 per cent. and 25 per cent. of the Bytes Group's
gross profit in 2020, respectively; and public sector customers are comprised of organisations across areas
including education, housing and charities, healthcare and local and central government.

While the average gross invoiced income per customer attributable to public and private sector customers
is broadly comparable, private sector customers typically generate higher gross profit margins. Average
gross profit per private sector customer was approximately £22,000 in FY20 compared to approximately
£10,000 for public sector customers. Public sector customers typically generate lower gross profit margins
than private sector customers due to a combination of pricing caps imposed under some framework
agreements, agreed discounts between vendor partners and certain governmental bodies and the
competitive nature of the public sector tendering process. Notwithstanding the difference in gross profit
margins between private sector and public sector transactions, the Directors and the Proposed Directors
believe that a balance of private and public sector customers increases the Bytes Group’s resilience and
provides the Bytes Group with opportunities for growth through economic cycles.

The Bytes Group's diverse customer base has meant that it has become experienced at advising and
providing its IT offerings to businesses and organisations at all stages of their IT journey. Significant
expertise has been developed in assisting the Bytes Group's private sector customers in digital
transformation processes, a developing trend across the market.

The Directors and the Proposed Directors believe that the Bytes Group's expertise in public sector work,
which is demonstrated by its presence on a significant number of framework agreements, will enable the
Bytes Group to demonstrate continued resilience through turbulent economic cycles. The Directors and
the Proposed Directors believe that the necessity of remote working during the COVID-19 pandemic has
increased certain public sector customers' commitment to digital transformation projects on accelerated
timelines, and this has had a positive impact on the Bytes Group's current year trading. For example, at the
beginning of the COVID-19 pandemic in late March 2020, the Bytes Group, in collaboration with Microsoft,
delivered 1.25 million Teams licences to the NHS, which enabled a variety of workstreams to be continued
across departments via video conferencing.

The Bytes Group's strong financial performance and growth is underpinned by its sales and customer
service model, which the Directors and the Proposed Directors believe puts the Bytes Group in a better
position than many of its competitors to both win new business and earn more business from its existing
customers, even in volatile economic conditions such as those being experienced as a result of the
COVID-19 pandemic. The Bytes Group's account managers play a significant role in this growth and
the further development of its customer relationships. Many of the Bytes Group's customers (particularly
SMBs and public sector customers) have limited in-house IT resource, and so rely on the Bytes Group
to advise on the best IT offering specific to them and their business. This requires the Bytes Group to be
vendor agnostic, meaning that it seeks to recommend to its customers the most appropriate IT offering
based on their specific needs. Doing so enables an account manager to develop deeper and more trusted
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relationships, which, as they mature, typically results in the account manager being able to sell additional,
and more complex, offerings suited to the needs of the customers, resulting in increased customer spend
over time.

2.5 Management team and employee culture

The Bytes Group's Senior Management are highly experienced with a strong, well-established track
record. The Bytes Group's Chief Executive Officer, Neil Murphy, has held the position since 2000, having
previously worked as a sales director for the business for three years. Similarly, the Bytes Group's Chief
Financial Officer, Keith Richardson, has been with the Bytes Group for 25 years. Together, the Chief
Executive Officer and the Chief Financial Officer have run the Bytes Group as an autonomous business for
over 20 years. Phoenix's Managing Director, Sam Mudd, has been in her role since 2009 and has over 30
years of software reseller and leadership experience. Phoenix's Finance Director, Paul Emms, joined the
Phoenix business in 2004 following work as a chartered accountant and in senior finance roles. In addition,
at the beginning of FY22 the Bytes Group intends to appoint a new managing director for Bytes Software
Services. The remainder of the Bytes Group's management is comprised of a combination of long-standing
employees, many of whom started their careers at Bytes Software Services or Phoenix, and more recent
joiners with extensive industry experience and specialist expertise who have joined the business from other
IT infrastructure and services providers.

As it does with its rigorous sales team recruitment process, the Bytes Group seeks to ensure any hires it
makes across the business demonstrate an ability to integrate and enhance the business's culture. Senior
Management plays an integral role in cultivating the Bytes Group's dynamic, vibrant and engaging culture,
motivating its employees to excel, and contributing to a high long-term retention rate of key staff. Senior
Management makes it a priority to promote the business's key values of integrity, communication, learning,
responsibility, teamwork and reward, which were a key factor in Bytes Software Services being ranked 21st
in the Sunday Times' list of the best 100 Mid Companies to work for in 2020.

The strength of the Bytes Group's employee culture is evidenced by the fact that since FY15, of Bytes
Software Services' 50 top achieving (in terms of gross profit generation) salespeople, only one has left
and not returned to the Bytes Group. An important element of the Bytes Group's engaged and motivated
employee culture is the importance it places on the training and development of its sales team, including
through such training initiatives as its "7 steps to a million" sales director framework. This programme aims
to provide the necessary training and coaching to enable a member of the Bytes Group's sales team who
has no prior IT or sales experience to deliver £1 million of gross profit in a financial year within 7 years of
starting working at the Bytes Group. In FY20 the Bytes Group had 17 account managers delivering over
£1 million in gross profit with 3 delivering over £2 million in gross profit.

The Bytes Group is committed to its CSR objectives and has made them an integral part of its business
operations. While aiming to conduct its business in a way that is ethical, the Bytes Group has pledged
to give the equivalent of 1 per cent. of its net profit (through a combination of money, time, services
and products) to charitable causes annually. The Bytes Group encourages its employees to take fully-
paid volunteering days and aims to match any funds raised by employees for recognised charities. The
Bytes Group's CSR policy, which was recently re-written in consultation with employees at all levels of
the business, is based on the UN's 17 Sustainable Development Goals, and plays an important role in
fostering trust between the Bytes Group and its employees as well as with its vendors and customers. The
strength of the Bytes Group's CSR programme is evidenced by its invitation from Microsoft to participate
in its working group on Diversity and Inclusion alongside other industry representatives. The Bytes Group
actively seeks out opportunities such as this to partner with its vendor partners and customers on their
CSR initiatives.

The Bytes Group has also undertaken efforts to maintain and support its strong employee culture
during the COVID-19 pandemic. With the initial shift to home working following the lockdown conditions
imposed as a result of the COVID-19 pandemic, the Bytes Group increased and enhanced its internal
communications to its staff beyond normal levels. Since the relaxation of lockdown restrictions over the
summer months of 2020, the Bytes Group established a "COVID-secure" office environment, allowing
those staff that wished to return to the office the ability to do so in a safe and secure environment. The
Bytes Group expects this level of flexibility to continue while the COVID-19 pandemic is ongoing and is
exploring potential long-term flexible working arrangements for staff going forward.

The Bytes Group’s strong culture is key to driving financial and operational performance as account
managers improve their productivity as their tenure with the Bytes Group increases, as illustrated in the
following charts which set out average gross profit per account manager and number of account managers
by tenure in FY20:

36



Avg. Gross Profit per Account Manager(") Number of Account Managers(®
£928k

33
22
. )
0-2 years 2-4 years 4-6 years 6-8 years 8+ years 0-2 years 2-4 years 4-6 years 6-8 years 8+ years

Tenure(® Tenure®

Notes:

(1) FY20 gross profit.

(2) Number of account managers for FY20.

(3) Length of employment as at 28 February 2020.

3 The Bytes Group's Strategy

The Bytes Group seeks to achieve double digit percentage annual gross profit growth over the medium
term while continuing to provide a high quality service to its customers and maintaining its positive and
dynamic workplace culture. The Directors and the Proposed Directors believe that this will be achieved
through its strategy to increase the Bytes Group’s share of wallet with existing customers and expand
its customer base. The Directors and the Proposed Directors further believe that the Demerger will allow
the Bytes Group to pursue its growth strategy independently with an enhanced market profile, while also
enhancing its employee culture by increasing employee ownership and incentivisation.

The Bytes Group already has a broad customer base, and its customers regularly purchase a range of
products from the Bytes Group within any given financial year. Maintaining and developing its existing
customer relationships is critical to the Bytes Group's continued growth and profitability. The Directors
and the Proposed Directors believe that there is a significant opportunity to deepen these existing
customer relationships and fulfil more of the customers’ overall IT requirements. Many of the Bytes Group's
customers use multiple VARs as their IT requirements continue to broaden with the evolution of new
technologies. In this context, the Directors and the Proposed Directors believe there is an opportunity to
win an increased share of wallet from existing customers not only with the Bytes Group's core software
offering but also with its services and hardware offerings.

In recent years the Bytes Group has been successful in winning new customers, in part as a result of its
leading reputation in the market and its suite of top accreditations with vendor partners. This is evidenced
through the high proportion of new customer wins that come as a result of either customer or vendor
referrals. The UK IT market is highly fragmented and the Directors and the Proposed Directors believe
that the Bytes Group's share of its core software market is less than 3 per cent., which demonstrates
the significant opportunity for further growth. In the first quarter of FY21, the Bytes Group won significant
new business in both the public and private sector, signing new contracts with the Home Office and the
Department for Environment, Food & Rural Affairs as well as a number of large corporate organisations.

Once the Bytes Group has won a customer, and as the relationship matures, customers typically will
purchase additional and more complex products generally resulting in increased spend over time. For
example, customers who became customers of the Bytes Group in FY15 generated an average gross profit
per customer of approximately £8,300 in FY15'°, their first year as customers, compared to an average
gross profit per customer of approximately £18,000 in FY20, their sixth year as customers. The Directors
and the Proposed Directors believe this increased spend over the course of a customer relationship can
be attributed to the Bytes Group's commitment to providing its customers with tailored IT offerings that
encompass both technical knowledge and an understanding of a customer's existing IT portfolio. This
approach helps the Bytes Group’s customers to achieve cost savings on their IT.

The Bytes Group’s growth strategy is underpinned by a culture which puts its customers at its core while
also seeking to maintain a dynamic sales culture. The Directors and the Proposed Directors believe that
this vibrant culture has led to strong employee retention rates, improved productivity, better customer

9 FY15 gross profit figure is derived from unaudited IFRS financial information, routinely prepared as part of the financial reporting procedures for the Altron
Group

37



service and "stickier" customer relationships.

The Bytes Group intends to execute its strategy of continuing to expand and deepen its customer
relationships through:

3.1 Increasing the scale and productivity of its sales engine

The Directors and the Proposed Directors believe that continued development of the Bytes Group's sales
team is integral to growing and developing a loyal customer base willing to increase the share of their IT
spend with the Bytes Group. In order to build and develop the Bytes Group’s sales engine the Company
intends to continue to prioritise employee recruitment, training and development, employee culture and
incentivisation.

The Bytes Group has a structured approach to recruitment targeting two to three sales person intakes
per year which includes both graduates and more experienced individuals looking to move into the VAR
industry.

The structured recruitment process coupled with the experience of the Bytes Group's management team,
helps to identify the right individuals for the role with negotiation skills, adaptability and cultural fit being
among the important determining factors. In order to ensure that new hires are quickly immersed in the
Bytes Group's culture, the Bytes Group runs comprehensive induction and training programmes before
placing new joiners within existing teams of experienced employees.

The Directors and the Proposed Directors believe that a positive workplace culture is critical to the Bytes
Group being able to motivate its employees to deliver high levels of customer service. One way in which
the Bytes Group seeks to maintain its culture is by focusing on developing the skills of new hires within
the business, rather than hiring experienced sales staff from other VARs who may be encumbered by a
previous organisation’s sales culture. This is illustrated by the Bytes Group's '7 steps to a million' sales
director framework programme, which aims to provide the necessary training and coaching to enable a
member of the Bytes Group's sales team without any prior IT or sales experience to deliver £1 million of
gross profit in a financial year within 7 years of starting with the business.

Appropriate incentivisation is essential to maintaining high levels of staff retention and the Bytes Group
is focused on ensuring that its commission and reward schemes are highly competitive relative to its
peers. The positive impact of high levels of staff retention on the Bytes Group's profitability is illustrated
by the average gross profit per account manager being significantly higher based on length of the
account manager's employment with the Bytes Group. While account managers with over eight years of
employment with the Bytes Group averaged gross profit of approximately £928,000 in FY20, those account
managers with less than 2 years of employment with the Bytes Group averaged approximately £130,000
in FY20.

3.2 Focusing on strength and depth in end markets

Private sector customers accounted for 67 per cent. of the Bytes Group's gross profit for FY20, and are
expected to remain the higher margin element of the Bytes Group's business. The Bytes Group intends to
continue to closely follow market trends and develop its solutions offering to meet the changing demands of
its private sector customers, which often vary across different end markets. To do so, the Bytes Group will
seek to maintain its high level of technical expertise and continue to work closely with customers on their
digital transformations to further embed themselves as the partner of choice for customers' IT needs. There
is a large addressable market in the UK of over 42,000 private companies with over 100 employees”,
providing significant scope for further growth.

The Bytes Group intends to continue to develop its public sector expertise in the areas of education,
housing and charities, healthcare and local government as well as establishing a stronger presence with
large public sector customers, particularly in central government. Although opportunities with large public
sector customers are inherently more limited in number, they have a higher potential value due to the
larger scale of IT requirements. The acceleration of public sector digital transformation projects due to
the ongoing COVID-19 pandemic, including the increased necessity for remote working, has presented a
growth opportunity for the Bytes Group. The Directors and the Proposed Directors believe that the changes
to working practices driven by the COVID-19 pandemic have resulted in a realisation among many public
sector organisations that digital transformation projects can be accomplished more quickly than they had
previously expected (in some cases even in a number of months rather than years). As a result, the
Directors and the Proposed Directors believe that numerous public sector contracts will be tendered in

" Source: Creditsafe 8 July 2020
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the near-to-medium term, providing the Bytes Group with further opportunities to increase its public sector
revenue and gross profit. Although public sector contracts are typically lower margin, they are also typically
longer term and generally less impacted by adverse changes in economic conditions.

3.3 Targeted marketing

The Bytes Group markets its products and services to new customers across a number of channels.
This includes leveraging market intelligence and customer spend data to ensure that the Bytes Group is
focusing its marketing to customers on product areas characterised by higher levels of customer spend.
The Bytes Group also utilises traditional sales channels such as telesales as well as hosting events and
webinars which help to drive customer lead generation. Customer or vendor referrals and word of mouth
are often key to winning new business, which reinforces the importance of the Bytes Group’s customer-
centric approach in winning new customers while high levels of expertise and customer service also
underpin the sale of new products and services to existing customers.

The ability to market the Bytes Group’s products and services to both new and existing customers forms
a central pillar of the training and assessment of its sales team members. The assessed characteristics
required for a sales role at the Bytes Group include the ability to: (1) proactively sell into “white space”; (2)
prospect accounts and engage with IT and procurement contacts to win business; and (3) build customer
relationships to the extent that references are received. These competencies are assessed within a sales
team member's core sales objectives for a given year.

The success of the Bytes Group’s marketing strategy is demonstrated by the increase in customer
numbers from 4,516 in FY19 to 4,929 in FY20. In addition to the growth in total customers, gross profit from
the existing customer base grew strongly year on year at a renewal rate of 115 per cent. The Bytes Group’s
sales and account management teams are adept at marketing new products and services to existing
customers. For example, over a four year period from February 2016 to February 2020, the Bytes Group
increased its gross profit with an existing customer in the insurance industry by 277 per cent. Similarly, in
the public sector, the Bytes Group won a new managed services contract with an NHS customer in August
2019 and, through cross selling of additional products, was able to increase gross profit generated with this
customer by 27 per cent. from the gross profit achieved in the initial transaction to the cumulative gross
profit generated as at 31 July 2020. The Bytes Group’s approach to marketing new products and services
to existing customers is driven by the customer's IT needs and the ability of the Bytes Group’s sales team
to demonstrate that the products and services being offered can lead to cost savings.

3.4 Delivering repeatable cloud solutions

The market trend towards cloud based solutions, which involves customers purchasing a renewable
licence to use a product, provides an opportunity for the Bytes Group to increase the proportion of its
gross profit base derived from annuity-type revenue streams. These licences are typically stickier, meaning
customers are less likely to replace them with alternative licences once they have made an initial purchase,
and provide a resilient gross profit base allowing the Bytes Group to devote more time and resource to
generating new business. Sales team members are incentivised to increase the proportion of cloud sales
within their overall sales mix and the Bytes Group is deepening relationships with innovative cloud-led
vendors such as Crowdstrike.

The Bytes Group developed its proprietary Quantum tool to help its customers better understand their
cloud spend, in particular for key Office 365 and Azure products. As cloud-based solutions continue to be
an increasing proportion of the UK IT market, vendors have introduced pricing models based on usage.
The Quantum tool's dashboard provides customers with a clear overview of consumption, costs and
trends. The platform also provides customers with cost optimization recommendations, helping to ensure
that costs are controlled. The deployment of tools such as Quantum alongside the Bytes Group’s advisory
expertise helps the Bytes Group not only to demonstrate its credentials to new customers and to embed
itself further with existing clients, but also to cross-sell additional products to customers based on their
specific needs.

3.5 Continued diversification of product offering

The Bytes Group's strong relationships with its customers provide it with a deep knowledge of customer
requirements and inform its approach in providing and recommending relevant products. The Bytes Group
operates in an industry which is subject to continuous and fast-paced technological change, with new
products and services being introduced to the market frequently and existing products and services
becoming outdated. As external factors, such as new product releases by vendor partners and wider
technological changes, require customers to seek new or additional IT products, it is important that the
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Bytes Group provides up to date and independent advice regarding a broad portfolio of products.

The Bytes Group keeps pace with rapid technological change by monitoring the market and adapting its
offering in line with customer demands and trends. The Bytes Group intends to continue to develop the
relevant expertise required by the changing market through the ongoing training of employees or, where
required, hiring employees who already have specific expertise. The Bytes Group also intends to continue
developing additional partnerships with specialist IT providers to supplement the Bytes Group's existing
offering.

Although historically hardware has only accounted for a small proportion of the Bytes Group's gross profit,
the Directors and the Proposed Directors consider hardware to be an area of significant potential growth
for Bytes in the coming years. The COVID-19 pandemic and the widespread move to home working across
its customer base has given further weight to this opportunity, as the hardware requirements of the Bytes
Group’s customer base undergoes significant change as a result of this trend.

In August 2020, the Bytes Group launched Smart Store, a low touch e-commerce platform, through which
customers are able to buy hardware from a range of the Bytes Group's vendor partners including Microsoft,
Dell, Cisco and HP (vendors with which it already has leading accreditations). With the products shipped
directly from vendor or distributor to customer, the Directors and the Proposed Directors believe that the
platform is a low-cost way of capitalising on demand for hardware from its customers. Having previously
not been an area of focus, the Directors and the Proposed Directors believe that hardware sales present a
significant opportunity for the Bytes Group. UK hardware market spend was estimated to be approximately
£16.9 billion in 2019,'? which highlights the scale of the potential hardware opportunity. The Directors and
the Proposed Directors believe that hardware sales will enable the Bytes Group to increase its share of
wallet from its existing customers and also mitigate the competitive pressure the Bytes Group faces from
competitors offering hardware to customers and then seeking to cross-sell other products once embedded
as the customer's hardware supplier. The Bytes Group is targeting an increase in its hardware sales to 10
per cent. of gross invoiced income in the medium term.

3.6 Optimising software management capabilities

The Bytes Group’s services' offering assists its customers in achieving cost efficient sourcing, adoption and
management of their software. The Bytes Group has a track record in delivering services across a wide
range of platforms and developing this offering further is an important part of the Bytes Group’s growth
strategy. The Bytes Group has a dedicated team of 60 software asset management ("SAM") consultants
across both Bytes Software Services and Phoenix providing tools and services to allow customers better
visibility and control of their IT assets and procurement as well as to advise on software contracts and
licensing management.

The Bytes Group has adopted a tiered approach to delivering new services. Once a new service area
has been identified as a potentially attractive new offering, the Bytes Group initially seeks to deliver it
through a number of third-party partners under the Bytes Group’s brands, including both sub-contracting
arrangements and tripartite agreements with the customer. For the service capability to then be brought
fully in house it must meet three key objectives: (1) being commercially viable and profitable as a
standalone business unit; (2) being additive to customer retention; and (3) increasing the level of revenue
visibility.

The Bytes Group’s proprietary Quantum tool also plays an important role in its SAM offering. As set out
above, the platform enables the Bytes Group's customers to track their spend in real-time, saving them
money and providing them with the data to make informed future purchasing decisions. For example,
through the use of Quantum, Blue Prism, a leading machine learning organisation and a longstanding
customer of the Bytes Group, was informed that it could save over £1 million in its Azure cloud costs over
three years by switching to a different commercial structure. This saving enabled Blue Prism to reinvest in
other areas of its business.

In addition to being an incremental revenue stream, the Bytes Group’s SAM services provide another tool
through which the Bytes Group can embed itself as a trusted adviser to its customers with the potential
to cross sell additional products and services. The continued development of the Bytes Group’s SAM
offering will be in conjunction with its efforts to expand other parts of its services portfolio including security,
data centre services, cloud services, modern workplace services, data management services and cyber
consulting.

"2 Source: IDC Worldwide ICT Spending Guide Industry and Company Size, June 2020
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3.7 Maintaining customer service excellence and continuing to develop technical expertise

The Directors and the Proposed Directors believe that a key to the Bytes Group being able to continue
to differentiate itself from its competitors in the UK IT market is maintaining the level and quality of the
customer service it provides. From the outset of their employment, the Bytes Group's employees are
trained that high quality personal service is critical to the success of the business, enabling the Bytes
Group to attract new customers and build long-term customer loyalty. One of the key components of the
Bytes Group's customer service is its focus on technical expertise and ensuring that the Bytes Group's
customers are given specialist and up-to-date guidance at the point of sale so that they can make informed
choices in relation to their IT spend.

The Bytes Group benefits from a reputation for high levels of customer service, and in October 2020 had a
Net Promoter Score of 61. In a Bytes Software Services customer satisfaction survey conducted in October
2020, 99.5 per cent. of participating customers confirmed they would recommend Bytes Software Services,
and 96.2 per cent of participating customers rated the service provided by Bytes Software Services as
either excellent or good.

The Bytes Group intends to continue to deliver outstanding levels of customer service by ensuring it has a
team of employees who are properly trained and motivated to offer customers the best solutions for their
business, so that prospective customers view the Bytes Group as an attractive alternative to other VAR,
and existing customers increase the share of their IT spend with the Bytes Group. In considering what is
the best solution for a particular customer, the Bytes Group will often advise organisations when not to
spend money, increasing trust and encouraging long-lasting customer relationships.

The Bytes Group's high level of accreditations with its vendor partners indicates the quality of knowledge
and service that the Bytes Group has in relation to their products and services. The Bytes Group's vendor
partners provide training to the Bytes Group's sales and services teams, as well as access to new product
and service information, all of which helps the Bytes Group to sell more and higher value solutions to its
customers.

3.8 Strategic acquisition opportunities

In addition to the Company’s organic growth strategy, the Bytes Group will consider strategic acquisitions
that would complement the Bytes Group’s existing offering and accelerate the implementation of the Bytes
Group’s strategy.

The Bytes Group has a track record of successful bolt-on M&A through the acquisitions of Security
Partnerships and Phoenix in 2011 and 2017, respectively. These acquisitions allowed the Bytes Group to
deepen its presence in the security and public sector segments much more quickly than would have been
the case if those market areas had been addressed organically. Both Security Partnerships and Phoenix
have performed strongly as part of the Bytes Group. Phoenix's performance was particularly strong in the
six months ended 31 August 2020 with its adjusted operating profit during that period exceeding its total
adjusted operating profit for the 16 month extended accounting period to 28 February 2018 during which
its acquisition by the Bytes Group occured.

4 Market Overview
4.1 Significant total addressable market

The UK information and communications technology ("ICT") market, of which the UK IT market forms
a part, comprises a wide variety of solutions spanning customer needs across advisory and design,
sourcing and procurement, implementation and integration, management and optimisation of software and
hardware products and associated services. IDC estimates that the total UK ICT market in 2019 was worth
£105.4 billion, of which the total addressable market for software (on premise and cloud), was valued at
£23.4 billion' and the Directors and the Proposed Directors estimate that the Bytes Group had a total
UK software market share of less than 3 per cent in FY20." In addition to the UK software market, the
Bytes Group also operates in the UK IT services and hardware markets, which together represented
approximately 7.9 per cent. of the Bytes Group’s FY20 gross invoiced income. IDC valued the UK total
addressable market for IT services and hardware during 2019 at £55.8 billion. '® Combining the UK IT
services and hardware markets with its core software market, results in a total addressable market for the

'3 Source: IDC Worldwide ICT Spending Guide Industry and Company Size, June 2020, Directors' estimates based on IDC data.
4 Source: Based on gross invoiced income of £722m in FY20, including hardware and services.
15 Source: IDC Worldwide ICT Spending Guide Industry and Company Size, June 2020, Directors' estimates based on IDC data.
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Bytes Group of £79.2 billion."®

As at 8 July 2020 there were over 42,000 companies with over 100 employees'” (being the threshold size
of company that the Bytes Group targets). On the basis of publicly available information the Directors and
the Proposed Directors estimate there are over 200,000 public sector organisations in the United Kingdom,
including 168,000 charities, 1,100 central and local government entities, 32,000 education organisations
and 400 NHS trusts and authorities. While not all of these organisations are target customers for the Bytes
Group, the Directors and the Proposed Directors believe that there is a significant market opportunity with
a large number of UK private and public sector organisations. In FY20, the Bytes Group had approximately
2,400 private sector customers and 2,500 public sector customers indicating that there is a significant
opportunity to further expand its customer base.

The top 350 UK VARs generated £21.8 billion in combined revenues in 2019, an increase of 12.4 per cent.
over the previous year.18 The Directors and the Proposed Directors believe the UK VAR market is highly
fragmented which is evidenced by no single UK VAR having greater than a 7 per cent. share of the total
revenue of the top 350 VARs in 2019. The top 100 UK VARs accounted for £17.4 billion, with the 250 next
largest UK VARs generating combined revenues of £4.4 billion in 2019."°

4.2 IT Value Chain

Vendors of IT products can choose to sell their products either directly to the end user or indirectly
through the IT channel, which is comprised of VARs, distributors and other resellers. IDC estimates that
approximately 63 per cent. of UK IT spending goes through the indirect IT channel with the remaining
approximately 37 per cent. involving sales directly to the end customer?®, which highlights the importance
of IT channel partners in the IT value chain. For vendors, the benefits of selling through the IT channel
include: a significantly larger number of sales people promoting a vendor’s products; access to a broader
customer base; improved credit security; increased efficiency of sales and implementation; and the
ongoing training and advice on new products that an IT channel partner can provide. The Directors and
the Proposed Directors believe that approximately 90 per cent. or more of Microsoft's UK sales are made
through IT channel partners. Although this is higher than the UK average, the business models of many
vendors also rely heavily on IT channel partners.

IT channel partners, in particular VARSs, are typically offered preferential commercial terms by vendors,
such as discounts and rebates, to promote vendor sales. Customers are attracted to the more competitive
pricing that can be offered through a VAR and also the efficiency gains from transacting with only one
or a small number of providers for all of their IT needs across multiple vendors. Increasingly, VARs are
offering additional solutions and services to supplement their product resale offerings. The Bytes Group
has expanded its offering into areas such as SAM, cloud services and data centre services, as well as an
e-commerce platform offering hardware.

4.3 Structural drivers of the UK IT market

The UK IT market is underpinned by a number of structural drivers which include: the heightened
importance of IT estates; increasing complexity of the IT landscape including the shift to cloud; and the
increasing threat of cyber security breaches.

4.3.1 Heightened importance of IT estates

Over the last 30 years technology has fundamentally changed the way businesses and public sector
organisations operate. Advances in technology have enabled companies to communicate more effectively,
scale faster, improve the quality and assurance of goods and services, streamline business processes,
and drive operational efficiency.

Consequently, high quality technology is now a key differentiator and competitive advantage for
organisations, making IT a core part of companies’ business models. The increasing digitisation of
companies’ operations is resulting in increased spending on software solutions. The COVID-19 pandemic
has further increased the importance of resilience and agility within IT estates, particularly to meet the
requirements of mass home working, which in turn has resulted in increased demand for cloud services.
The Directors and the Proposed Directors believe digital transformation and the resilience of the IT estate

16 Source: IDC Worldwide ICT Spending Guide Industry and Company Size, June 2020, Directors' estimates based on IDC data.
7 Source: Creditsafe 8 July 2020.

'8 Source: ChannelWeb VAR 350 published January 2020.

1% Source: ChannelWeb VAR 350 published January 2020.

20 source: IDC estimates, August 2020. Indirect Channel consists of VARSs, distributors and other resellers.
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is an increasing priority for many companies and public sector organisations, allowing them to have greater
flexibility and to evolve with new technological trends to facilitate more efficient operations while scaling
IT costs relative to usage. However, this trend also presents challenges for companies and public sector
organisations with respect to the effective procurement, management and optimisation of increasingly
diverse but interconnected software and hardware estates. The Directors and the Proposed Directors
believe the need to address these challenges is a key reason for the increasing role of VARs in the UK
IT value chain, as they provide important assistance and advice to customers in terms of making secure
digital transformations. The Directors and the Proposed Directors also believe that those VARs that can
offer tailored solutions and a high level of technical expertise, such as the Bytes Group, will emerge as the
leaders in the VAR market over the coming years.

4.3.2 Increasing complexity of the IT landscape and the shift to cloud

The Directors and the Proposed Directors believe that managing an organisation’s IT infrastructure and
services can be costly, complex and burdensome and that, in general, most IT infrastructure and services
providers are not able to meet all of an organisation’s IT requirements. The Directors and the Proposed
Directors believe that the pace of change in the IT landscape has driven an increase in the level of
complexity of IT products and services. A major driver of this is the transition from on-premise, traditional
software to cloud based alternatives as companies target a “cloud-first” strategy. VARs such as the Bytes
Group, play an important role for both corporate and public sector organisations that are seeking to reduce
the burden and complexities of dealing with multiple IT solutions and services providers, or which may not
have the resources, expertise, experience or contacts to source and manage all of their IT requirements.
The Directors and the Proposed Directors believe that VARs will continue to perform an important role for
IT vendors that may not have the desire, reach, relationships or platform to sell to these organisations
directly.

4.3.3 Increased threat and cost of cyber security breaches

Despite significant investment in cyber security by many organisations over recent years, the threat and
severity of cyber security breaches continues to increase across the SMB, Enterprise Customer and public
sector space. In an annual global survey of over 5,500 individuals responsible for cyber security across
a wide range of organisations published in June 2020, 39 per cent. of firms reported a cyber-attack in
2019, with the median cost to a firm for all incidents rising from $10,000 in 2018 to $57,000 in 2019%".
For the largest companies (those with more than 1,000 employees) the median cost of a cyber security
breach rose to $504,000 in 2019, with the lack of adequate cyber security investment cited as the key
reason for the breaches. In the majority of sectors it was the larger firms with more than 700 computers
that devoted less than 8 per cent. of their IT budget to cyber security that were the most heavily targetedzz.
The Directors and the Proposed Directors believe that the demand for cyber security products will continue
to accelerate as the level of threat, complexity and costs of cyber security breaches continues to increase,
meaning companies become increasingly focused on their cyber security strategy.

4.4 The UK software, hardware, services and security markets
441 UK software market

The Bytes Group’s key market of focus is the UK software market. In FY20 software sales accounted for
92.1 per cent. of the Bytes Group's gross invoiced income. IDC estimated that spend on software by private
sector and public sector organisations in the United Kingdom was approximately £23.4 billion in 2019 and
will increase to £30.1 billion by 2024, representing a 5.2 per cent. CAGR. IDC further estimated that
SMBs, Enterprise Customers and public sector organisations represented approximately 45.4 per cent.,
41.1 per cent. and 13.4 per cent., respectively, of UK software spend in 2019 and that these percentages
are expected to be approximately 45.1 per cent., 41.7 per cent. and 13.2 per cent., respectively of UK
software spend in 2024. In absolute terms, IDC expects spend by SMBs and enterprise companies from
2019 to 2024 to increase by 27.6 per cent. and 30.3 per cent., respectively, while spend by public sector

organisations during the same period is expected to increase by 26.6 per cent.?*
The software market can be broadly split into two main categories: (1) on-premise software, which is

2! Source: Hiscox Cyber Readiness Report 2020
22 Source: Hiscox Cyber Readiness Report 2020
2 Source: IDC Worldwide ICT Spending Guide Industry and Company Size, June 2020, Directors' estimates based on IDC data.
% 3ource: IDC Worldwide ICT Spending Guide Industry and Company Size, June 2020, Directors' estimates based on IDC data.
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typically sold on a perpetual licence and (2) public cloud services, which are typically sold on a monthly
subscription based model. The growth in cloud software is forecast to significantly outpace on-premise
software with IDC forecasting UK public cloud services spend to grow from £7.5 billion in 2019 to £15.1
billion in 2024 representing a CAGR of 15.0 per cent. compared to on-premise software spend which is

forecast to fall from £15.9 billion in 2019 to £15.0 billion in 2014 representing a CAGR of -1.2 per cent.?®

4.4.2 Services market

The Directors and the Proposed Directors believe that as companies’ software estates and IT requirements
become more complex, they will increasingly require specialist IT advisers and services not only for
procurement and implementation but also the management and optimisation of their IT estates. The UK
IT services market is broad and encompasses managed services, IT outsourcing, project orientated IT
consulting and support services (e.g. IT deployment support and training). IDC estimated that the total
spend in the UK IT services market for 2019 was £38.9 billion which is forecast to rise to £40.2 billion in
2024.%° IDC further estimated that the sub sectors of the IT services market which they define as, managed
services, project orientated and support services represented a total spend of £18.9 billion, £13.4 billion
and 6.6 billion, respectively, in 2019. IDC expects spend in the managed services and support services sub
sectors to increase by 6.8 per cent. and 2.0 per cent., respectively, between 2019 and 2024 while spend

in the project orientated sub sector is expected to fall by 1.2 per cent. over the same period.?’

The Bytes Group view SAM as a particularly important service offering in the provision of cloud services.
SAM tools are becoming increasingly important as the growing licensing complexity makes it easy for
companies to overspend, as well as unknowingly be in breach of the terms of their licence. Furthermore,
software delivery models have evolved to place a greater emphasis on recurring subscriptions as
compared to more historic annual licence models. SAM tools provide companies with in-depth analysis
of software assets by breaking down software licence entitlements, automating the collection of software
consumption metrics, optimising software value delivery and sharing this information with other tools and
stakeholders to facilitate data-driven decisions. The Directors and the Proposed Directors believe SAM
tools are essential for the management of complex licensing metrics and cloud consumption in order to
reduce risk, optimise costs and improve business outcomes. In 2019, Gartner estimated the size of the UK
SAM market to be between $290 million and $310 million, with an estimated growth rate of approximately

12 per cent. over the previous year.?®

4.4.3 Hardware market

The hardware segment of the UK IT market covers a broad range of products, including desktop
computers, monitors and keyboards, laptop computers, mobile phones and peripherals (such as printers
and scanners) as well as infrastructure such as network equipment, servers and storage. Historically the
hardware market has not been an area of focus for the Bytes Group, as a result of the high growth it
has continued to achieve through its focus on software sales. However, the Directors and the Proposed
Directors believe that there is a significant opportunity to increase the share of wallet from the Bytes
Group's existing customers through expanding its hardware offering.

IDC estimated that spend on hardware by private and public sector organisations in the United Kingdom
was £16.9 billion in 2019 and will increase to £21.8 billion by 2024. IDC further estimated that SMBs,
enterprise companies and public sector organisations represented approximately 54.8 per cent., 31.1
per cent. and 14.1 per cent., respectively, of UK hardware spend in 2019 and that these percentages
are expected to be approximately 55.0 per cent., 30.1 per cent. and 14.9 per cent., respectively, of UK
hardware spend in 2024. IDC expects hardware spend by SMBs, Enterprise Customers and public sector
organisations to increase by 29.5 per cent., 24.6 per cent. and 36.1 per cent., respectively, between 2019

and 2024%°.
4.4.4 Security market

The increasing dependence on technology in the workplace and reliance on the internet underpin the
increasing demand for cybersecurity products in the United Kingdom. Companies need to constantly
update and implement new IT security to maintain protection levels against the increasing complexity

25 Source: Worldwide Semiannual Software Tracker Forecast, May 2020, Directors' estimates based on IDC data.

%6 3ource: IDC Worldwide ICT Spending Guide Industry and Company Size, June 2020, Directors' estimates based on IDC data.
27 Source: IDC Worldwide ICT Spending Guide Industry and Company Size, June 2020, Directors' estimates based on IDC data.
2 Source: Gartner — Magic Quadrant for SAM tools, July 2020.

2 3ource: IDC Worldwide ICT Spending Guide Industry and Company Size, June 2020, Directors' estimates based on IDC data.
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of cyber security attacks. A cyber security breach can cause both private sector and public sector
organisations significant financial and reputational damage as has been evidenced by numerous high
profile incidents in recent years.

Increased legislation is a further driver in the cyber security market. An example of this is the GDPR, which
came into effect in May 2018. The GDPR established a single set of rules applicable to all companies in
the EU to protect the personal data of all EU citizens. Breaches of the GDPR can result in fines of up to the
greater of €20 million or 4 per cent. of annual global turnover, meaning that serious breaches can result in
material financial penalties for organisations, making inadequate IT security a significant risk.

IDC estimated that the split of security spend in 2019 for hardware, services and software was £0.8 billion,
£3.1 billion and £1.5 billion, respectively. IDC further estimated that UK spending on IT security will rise
from £5.3 billion in 2019 to £7.6 billion in 2024 representing a 7.5 per cent. CAGR. IDC expects the security
spend across hardware, services and software from 2019 to 2024 to increase by 27.5 per cent., 53.2 per

cent. and 32.5 per cent., respectively.30

5 Bytes Group's Operations
5.1 Brands

The Bytes Group's principal operations are carried out under two brands: Bytes Software Services and
Phoenix. Bytes Software Services' customer base is made up of both private sector customers and public
sector customers, whilst Phoenix's focus, save for within its Licence Dashboard trading division, is solely
on public sector customers. The proportion of the Bytes Group's gross profit for FY20 generated from
private sector customers was 67 per cent. and 33 per cent., respectively. The Bytes Group’s private sector
customers are diversified by both size and end market, with 1,683 SMBs and 731 Enterprise Customers
across a broad range of end markets including professional services, TMT, manufacturing and retail in
FY20. The Bytes Group had 2,516 public sector customers in FY20 with a strong foothold in the areas
of education, charities and housing, local and central government, healthcare and law enforcement. Due
to the separate operations of the two brands they are both able to tender separately for the same public
sector contract, provided they adhere to strict internal and external compliance procedures.

5.2 Offerings

The Bytes Group's offerings include software licensing and sales, professional and managed services and
hardware sales. In general, most of the Bytes Group's customers will have a need for discrete software
and/or hardware products, which the Bytes Group can procure from one or a number of its vendor partners.
However, customers may also require more substantial assistance. For example, the Bytes Group may
advise the customer as to what solution might best fit its needs and then help to design, implement, support
and/or manage that solution (in addition to procuring the necessary software and/or hardware products).
Where possible, the Bytes Group seeks to integrate its procurement and finance platforms with its vendor
partners’ supply chains to provide real time stock and availability information and invoicing capability to the
Bytes Group's sales team.

5.2.1  Software offering

The Bytes Group's software offering includes working with customers to identify their software needs,
selecting and deploying appropriate software solutions, managing licence compliance and, ultimately,
seeking to optimise their software assets.

The Bytes Group principally resells software in the form of licensing agreements, which permit its
customers to install the software on a specified number of IT devices, such as desktop computers, mobile
devices or servers, which may be made accessible in the cloud. The Bytes Group also resells SaaS
made available in the cloud in the form of subscription agreements which permit customers to access the
software for a specified number of users over a period of time.

The Bytes Group works with customers to assist them with understanding the key terms of any licensing
or subscription agreement before it is entered into. In particular, the Bytes Group is a leading reseller of
service provider licensing agreements (“SPLAs”) to UK service providers, such as independent software
vendors, systems integrators, hosting companies and cloud service providers. SPLAs allow service
providers to license third-party software solutions, including Saa$S, to their end customers on a subscription
basis.

30 Source: IDC Worldwide Security Spending Guide, June 2020.
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The Bytes Group proactively monitors the licensing or subscription agreement to keep the customer
informed of key milestones concerning upgrades and renewals. It also offers more comprehensive and
specialised services, which are provided under the Bytes Group's SAM solution for an additional fee,
to help a customer maximise all of a product's benefits and to generate a strong return on its software
investment.

The Bytes Group has developed trusted relationships with leading software vendors, including Check
Point, Citrix, Microsoft, Mimecast, Symantec and VMWare. As a Microsoft Gold Partner, with dedicated
Microsoft Services teams of 140 Microsoft Certified Professionals, the Bytes Group is one of Microsoft's
largest partners in the UK by revenue and in Microsoft's 2020 financial year generated in excess of $1
billion of revenue for Microsoft from sales of Microsoft products and services into the UK market. Because
of the strength of its software vendor relationships, the Bytes Group can also help a customer to escalate
any support issues within a vendor partner’s support team. The Bytes Group also continuously monitors
the market for new software applications that may be of interest to its customers.

In FY20, the Bytes Group's gross invoiced income generated from software sales was £665.1 million, or
92.1 per cent. of its total gross invoiced income for the financial year.

5.2.2 Services offering

The Bytes Group's services offering includes professional and managed services and third-party services
that cover a broad range of on-premise and remote services required for a customer’s IT infrastructure
needs. The Bytes Group supplements its professional and managed services teams with resources from
its preferred IT infrastructure and services partners, which provides the Bytes Group with significant
operational flexibility.

The Bytes Group has developed a number of products in-house that have expanded the range of services
it can offer its customers at the point of sale. The most significant of these is its Quantum platform for
use with Microsoft Azure and Office 365, which enables customers to manage their cloud-based spend,
and plays an important role in the Bytes Group's SAM offering. The Quantum tool's dashboard presents
customers with a clear overview of consumption, costs and trends. The platform also provides customers
with cost optimisation recommendations, helping to ensure that costs are controlled. The Bytes Group
offers its FastTrack service to customers purchasing Office 365, Windows 10 and Microsoft Enterprise
Mobility + Security products. This provides Bytes Group customers with a full suite of best practices,
tools, remote assistance and resources throughout the deployment and adoption stage of these Microsoft
products, and for the life of the customers' subscriptions.

In its provision of security solutions, the Bytes Group combines specialist knowledge and technical delivery
expertise, focusing on managed IPSs (intrusion prevention systems), firewalls, SOCs (security operations
centres), NOCs (network operations centres) and vulnerability scanning. As at 1 March 2020, the Bytes
Group employed 65 security specialists, who resolved over 2,400 support issues over the previous 12
months across approximately 200 managed service clients.

In terms of bespoke SAM solutions, the Bytes Group has a dedicated team of 60 consultants who provide
tools and services to allow customers better visibility and control of their IT assets and procurement as
well as advice on software contracts and licensing management. In addition, License Dashboard, which is
a trading division within Phoenix, focuses solely on selling SAM solutions directly to end customers (who
may or may not otherwise be Phoenix customers) and via partners in the UK, Europe and North America.
License Dashboard's solutions include its own in-house developed License Manager tool, which is sold
as a product under a subscription licence in conjunction with SAM solutions. Prominent end customers of
License Dashboard include IKEA in Sweden, Diageo in the UK and Trinity Health Corporation in the United
States.

The Bytes Group is investing in its services portfolio through both employee training and developing
additional vendor partnerships. Phoenix has been awarded Microsoft Azure Advanced Migration
Specialised Partner Status, which Bytes Software Services is working to achieve as a priority. In addition,
both Phoenix and Bytes Software Services expect to be awarded Microsoft Azure Expert Managed
Services Provider Status in late 2020. The Directors and the Proposed Directors believe these
accreditations, which are awarded to a finite number of organisations, will further demonstrate the Bytes
Group's services capability, and, as a result, will support its revenue stream in respect of managing cloud
migrations, potentially increasing profitability.

In FY20, the Bytes Group's gross invoiced income generated from services was £27.4 million or 3.8 per
cent. of its total gross invoiced income for the financial year. The Bytes Group is not expecting services to
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grow materially as a percentage of gross invoiced income in the medium term.

5.2.3 Hardware offering

The Bytes Group's hardware offering includes advice, resale, installation and support for a full range of
IT equipment, including desktop and laptop computers, mobile devices, communications equipment, rack
servers, storage arrays and switches, as well as other peripherals. As the Bytes Group's service provider
customers increasingly seek to offer cloud-based solutions to their end customers, the Bytes Group can
provide them with their hardware and other infrastructure requirements. Typically, hardware products are
warehoused and delivered directly by the vendor partner or its distributors. However, the Bytes Group can
provide limited stock holding in-house or arrange for the distributor to hold purchased stock for a customer.
The Bytes Group also can receive stock on a customer’s behalf for imaging and asset tagging, before
delivering it onward to the customer. In addition, the Bytes Group can arrange for non-core hardware
services, such as electronic equipment waste removal, by third-party providers. The Bytes Group has
developed strong relationships with leading hardware vendor partners, including Cisco, Dell, HP and IBM,
which enable it to offer to its customers a comprehensive selection of hardware for sale through integrated
vendor partner and/or distributor procurement channels.

While hardware sales have historically not been a key focus of the Bytes Group, in August 2020 it launched
Smart Store, an e-commerce platform through which existing customers are able to buy hardware from a
range of the Bytes Group's vendor partners including IBM, Dell, Cisco and HP. The Smart Store platform
includes an online customisable self-service store.

The other elements of the Bytes Group’s hardware offering include “Devices-as-a-Service” (a rental /
lease facility); Bytes Managed Workspace (outsourcing of support, enabling customers to re-focus their
resources on other priorities); and Smart Home Offices (a turnkey proposition to address the home-
working opportunity and supporting the "work from home" experience while meeting legal responsibilities).
The Bytes Group is also seeking to continue to deepen its relationships with key hardware vendors. For
example Dell provides customer devices for all Microsoft Office 365 customers using the Bytes Group’s
Devices-as-a-Service offering, many of which are increasingly seeking hardware that aligns to the SaaS
consumption patterns for different users.

The Directors and the Proposed Directors believe that the Smart Store platform is a low-cost way of
capitalising on the existing and growing demand for hardware amongst its customers, and will be a key
element in meeting the Bytes Group's target of an increase in hardware sales to 10 per cent. of gross
invoiced income in the medium term. In FY20, the Bytes Group's gross invoiced income generated from
hardware sales was £29.6 million or 4.1 per cent. of its total gross invoiced income for the financial year.

5.3 Customers

In FY20, the Bytes Group had 4,929 customers. The Bytes Group has a diverse range of blue chip
customers across the public and private sector, with 67 per cent. of gross profit in FY20 resulting from
work with corporate customers and 33 per cent. with public sector customers. The Bytes Group's diverse
customer base means that it is not dependent on any one single customer. In FY20, the Bytes Group's
top 10 customers only accounted for 8 per cent of its gross profit (FY19: 9 per cent.). In FY20, only 134
of the Bytes Group's customers generated over £1 million in gross invoiced income, with 968 generating
between £100,000 and £1 million in gross invoiced income and 1,703 generating between £10,000 and
£100,000 of gross invoiced income. The remainder of the Bytes Group's customers in FY20 generated
less than £10,000 in gross invoiced income.

The Bytes Group markets its products and services to potential new customers across a number of
channels, including traditional methods such as telesales and newsletters as well as hosting events and
webinars which help to drive customer lead generation. Customer or vendor referrals and word of mouth
are often key to winning new business and the Bytes Group often approaches new sectors using case
studies and customer references. In addition, the Bytes Group monitors the customer lists of its vendor
partners to consider potential new customers to which it could market its offering on an ongoing basis.

Alongside building new customer relationships, the Bytes Group is committed to increasing its share of
existing customer wallets. Over the course of a customer relationship, customers will typically purchase
additional, more complex, products generally resulting in increased spend over time. For example,
customers who became customers of the Bytes Group in FY15 generated an average gross profit per

customer of approximately £8,300 in FY1 5% in their first year as customers compared to an average gross

31 FY15 gross profit figure is derived from unaudited IFRS financial information, routinely prepared as part of the financial reporting procedures for the Altron
Group
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profit per customer of approximately £18,000 in FY20, their sixth year as customers. The Directors and
the Proposed Directors believe this increase is attributable to the Bytes Group's commitment to providing
its customers with tailored solutions that encompass both technical expertise and an understanding of the
customer's existing IT portfolio. The Bytes Group has a "many-to-many" relationship with its customers,
with multiple Bytes Group employees of different levels of seniority maintaining each customer relationship.
The Bytes Group works hard to keep its customers informed and engaged with an annual schedule of
technology events, product webinars, newsletters and market reports.

The Bytes Group's private sector customer base is split into two segments: SMBs and Enterprise
Customers, which represented 25 per cent. and 43 per cent., respectively, of the Bytes Group's gross profit
for FY20.

Currently, the Bytes Group is party to 34 framework agreements that enable it to provide its solutions to a
number of public sector organisations, including the Royal College of Surgeons, Manchester City Council
and De Montfort University. In a number of cases Phoenix and Bytes Software Services are both party to
the same framework agreement. Due to the significant degree of separation between the operations of the
two brands, in such cases both are able to tender separately for the same public sector contract, provided
they adhere to strict internal and external compliance procedures.

54 Vendor partners and procurement
5.4.1 Vendor partners and distributors

The Bytes Group has strategic relationships and trusted partnerships with over 100 vendor partners
and their distributors, including Adobe, AWS, Check Point, Citrix, CrowdStrike, Dell, HP, IBM, Microsoft,
Mimecast, Oracle, Snow, Sophos, Veritas and VMWare. The Bytes Group has a particularly strong track
record of working with Microsoft, with dedicated Microsoft Services teams consisting of 140 Microsoft
Certified Professionals. In FY20, business with Microsoft accounted for 52.4 per cent. of the Bytes Group's
gross profit.

Relationships with vendor partners and distributors are all maintained by multiple Bytes Group employees
at different levels of seniority. Senior Management also maintain relationships at senior levels with certain
of the Bytes Group's significant vendor partners’ and distributors’ personnel. This is particularly prevalent
with Microsoft, where the Bytes Group has multiple points of contact throughout the organisation with
a significant number of employees maintaining a regular dialogue with Microsoft. Many vendor partners
have established reseller programmes, in which the participants must agree to their standard terms
and conditions. In other cases, the Bytes Group has arrangements in place with vendor partners and
distributors which provide terms and conditions specific to the Bytes Group. Both standard and specific
vendor partner terms and conditions may include requirements to achieve and maintain certain volumes
of sales or a level of accreditation, price protection policies, purchase discounts, return privileges and/
or incentive programmes. Incentives include purchase and sales rebates and cooperative advertising
reimbursements, and are typically awarded based on achievement of a certain volume of sales.

Certain of the Bytes Group's vendor partners require it to achieve minimum levels of accreditation to
offer their products or services. The Bytes Group's level of accreditation depends on a number of factors,
including volume of sales and the number and level of certifications attained by employees, and is an
indicator of the quality of knowledge that the Bytes Group has and level of service it provides in relation
to the vendor partner’s products and services. Generally, attainment of higher levels of accreditation
is rewarded with preferential commercial terms. The Bytes Group holds fourteen accreditations from
Microsoft between Bytes Software Services and Phoenix, including eleven "Gold" accreditations (the
highest level attainable) for application development, collaboration and content, data analytics, enterprise
resource planning, cloud platform, data centre, cloud productivity and small and midmarket cloud solutions
and three "Silver" accreditations for communications, project and portfolio management and security. The
Bytes Group also benefits from the highest levels of accreditation from certain of its other vendor partners,
which include being an Adobe Platinum Partner, a Check Point Infinity Partner, a VMWare Premier Partner,
a Veritas Platinum Partner, an Oracle Gold Partner, a Snow Platinum Partner, a Sophos Select Partner, a
Citrix Gold Partner and an IBM Gold Partner.

In addition, The Bytes Group has received numerous awards from its vendor partners as set out in
paragraph 2.3 of this Part 5 "The Business".

5.4.2 Procurement

Where possible, the Bytes Group's procurement and finance systems are integrated with its vendor
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partners’ supply chains so that orders placed through the Bytes Group can be filled quickly and efficiently.
Normally, products are sent or shipped from the vendor partner or its distributors directly to the customer,
with any pre-purchased physical inventory stored at the vendor partners' distribution sites. However, the
Bytes Group can provide limited physical stock holding in-house or arrange for the vendor partner or
distributor to hold purchased physical stock for a customer.

55 Environmental, social and corporate governance

The Bytes Group is committed to operating its business in an ethical way, and to working with its
employees, customers and vendor partners for a better, more sustainable future. The Bytes Group
has chosen to model its corporate social responsibility commitments on the published United Nations
Sustainable Development Goals, and operates initiatives in relation to charitable giving, employee
wellbeing and environmental action.

In terms of charitable focus, the Bytes Group's goal is to donate the equivalent of 1 per cent. of overall
business net profits and personal earnings to a wide range of causes. The Bytes Group also intends for
all of its decommissioned IT equipment to be offered to charities that manage the flow of this equipment to
local or regional UK causes, particularly those that are government funded.

The Bytes Group's dedication to its employees' mental and physical health is of critical importance to the
operation of the business. The Bytes Group has invested in full staff gym facilities, regularly funds team
sporting events and provides its staff with full workspace assessment sessions. In addition, it is the Bytes
Group's pledge to its staff that they will be supported during any periods of stress, anxiety, depression or
any other metal health challenge they are experiencing. The Directors and the Proposed Directors believe
that this requires a combination of structured and varied policies (with access to corresponding facilities)
to encourage all staff to engage regularly in their own individual way.

An area of particular focus for the Bytes Group is delivery of clean, affordable energy, which directly
impacts internal policies as well as engagement with customers. The Bytes Group is focused on reducing
its energy consumption levels per staff member, supporting customers who are working proactively in
the renewable energy sector and decreasing support for customers and vendors who are not working
towards carbon neutrality. Bytes Software Services has signed a two year renewable energy contract
with effect from 1 January 2021 and the Directors and the Proposed Directors intend to regularly review
timeframes and set targets in the Bytes Group's own journey to becoming carbon neutral. In October 2020,
a cross-departmental working group was established with the aim of working with employees at all levels
of the business, as well as customers and vendor partners, to implement and develop the Bytes Group's
sustainability and environmental initiatives.

6 Sales Organisation, Recruitment and Training

As at 30 September 2020, the Bytes Group's sales team comprised 286 employees, including two sales
directors, 12 divisional sales directors, 25 account directors, 158 account managers, 33 sales managers
and 56 sales specialists. The two sales directors manage the sales teams of Bytes Software Services and
Phoenix, respectively, and are supported by the divisional sales directors and the sales managers. The
account directors focus on the overall management of existing customer relationships and prospecting
new more valuable and/or larger accounts, whereas the account managers are responsible for forming
new relationships with smaller customers, developing and managing those relationships over time, and
maintaining strong relationships with existing customers. The sales managers and sales specialists have
expertise relating to specific technologies or specific vendors’ products and services, which they use to
support the frontline sales staff.

The Bytes Group's account managers are predominantly organised by customer segment and/or regional
focus. Bytes Software Services has 11 corporate sales teams focused on a mix of geographic regions and
customer verticals, as well as one general public sector team and a dedicated NHS team. Phoenix has
five sales teams that are entirely focused on public sector customers, including in the areas of charities,
education and housing. Account managers are responsible for forming new customer relationships and
developing those relationships over time. The majority of the Bytes Group's customers are served
predominantly by a single account manager, which the Directors and the Proposed Directors believe
results in stronger relationships. While specialist sales staff are often aligned to a particular customer
vertical, some provide support to a number of different sales teams, and who they assist is often dependent
on availability at a given time and the requirements of the relevant teams.

The Bytes Group has a comprehensive recruitment process for its sales team, which is centred on
identifying candidates with strong social and negotiation skills, technical knowledge and adaptive
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performance potential, and its recruitment criteria are based on the values of sustainability, accountability
and authenticity. New sales team members are expected to gain and maintain subject matter expertise in
a fast-changing market, whilst creating and nurturing high quality customer relationships. The Bytes Group
typically runs two or three hiring intakes per year and although in FY20 it received approximately 400
applications for sales team roles, it hired only 34 new sales team members.

From the start of their careers with the business, sales team members are taught to prioritise long-
term customer value and they receive thorough and on-going training from both the Bytes Group and its
vendor partners, tailored to their level of seniority. This training is focused on equipping them to provide
customer service through mutually-aligned goals and metrics with a firm understanding of both customers’
businesses and the range of solutions the Bytes Group's vendor partners can provide. After completion
of the induction and initial training process, the Bytes Group supports continual learning, with sales team
members strongly encouraged, and in certain cases required (for purposes of career advancement), to
take exams and gain certifications in both the products offered by the Bytes Group's vendor partners and
more general professional development areas such as sales leadership.

Due to the competitive nature of the sales team member role and the Bytes Group's rigorous performance
criteria, attrition rates can be relatively high during the first two years of employment but tend to decrease
significantly over time, as team members develop stronger customer relationships and, consequently, are
able to realise the benefits of the Bytes Group's sales team commission and reward schemes. Since FY 15,
of Bytes Software Services' 50 top achieving (in terms of gross profit generation) salespeople, only one
has left and not returned to the Bytes Group. As at 26 August 2020, the average age of a sales team
member across the Bytes Group was 33, which, in an industry where individuals tend to start their careers
in their early twenties, evidences the experience of the Bytes Group's sales staff.

The Directors and the Proposed Directors believe that the consolidation of the Bytes Group's relationship
with its employees over time can be attributed to its unique culture, which encourages professional
development alongside mental and physical health and wellbeing. To this end, the Bytes Group provides
a range of health related benefits to its employees including access to therapists, gym memberships,
eyecare and bicycle schemes. In addition, the Bytes Group's CSR initiatives have been an important way
of fostering a professional culture that its employees want to contribute to and gain job satisfaction from.
Employees at all levels of the business were involved in the drafting of the Bytes Group's comprehensive
CSR policy, the discussion of which forms an important part of the induction process for any new joiner.

Productivity is managed carefully over the course of a sales team member's career at the Bytes Group, and
appropriate sales targets are set annually. In general, newer and more junior account managers have less
experience and will also typically focus on a higher amount of prospective new business and, therefore, will
achieve lower average gross profit and average earnings (excluding base salary) than more experienced
sales team members. In FY20, account managers with less than two years of employment with the Bytes
Group generated average gross profit of £130,000, whereas account managers with eight or more years
of employment generated average gross profit of £928,000.

The commission received by all of the Bytes Group's frontline sales staff is calculated as a percentage
of the gross profit on the sales they generate. While account managers have discretion, in collaboration
with the relevant management team, to make pricing decisions, the Bytes Group has a comprehensive
corporate governance framework in place to prevent sales being made at too low a margin. Further, while
certain of the Bytes Group's vendor partners impose minimum and maximum prices in relation to the sale
of their products, competitive market dynamics also act as a ceiling on the maximum margins sales team
members can achieve, and ultimately help to ensure the customer receives good value for their investment.

7 Competition

The Bytes Group's competitors include an array of UK and international software, services and hardware
providers, many of which offer products and services across the UK that overlap and compete with the
solutions that the Bytes Group provides to its customers.

The Bytes Group competes with different IT infrastructure and services providers in each of the categories
of products and services that it offers and in each of the customer segments that it serves and expects to
encounter new competition as it grows its business. Certain IT infrastructure and services providers may
focus on or be particularly strong in respect of specific products (such as Microsoft licensing or networking
hardware), specific services (such as data centre services or systems integration) or specific customer
segments (such as large corporates).

The Bytes Group also competes indirectly with retailers, as some customers may allow their employees
to purchase IT infrastructure from stores. International IT infrastructure and services providers also have
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sought and may continue to seek to enter the UK market.

The Directors and the Proposed Directors believe that the Bytes Group primarily competes with other IT
infrastructure and services providers based on price, availability of solutions and customer service, with
customer service being the differentiating factor when its products and services are otherwise competitively
priced, particularly for smaller companies. Customer service tends to be a stronger focus for VARs
generally, as well as for service providers and systems integrators, although the latter two generally
operate in a lower product volume environment than, and therefore generally compete less directly with,
VARs and retailers. VARs and retailers both operate in a higher volume environment, but retailers typically
pass through a higher proportion of their revenue to vendors and generally earn lower gross profit margins.

The Directors and the Proposed Directors believe that the Bytes Group's primary competitors are IT
infrastructure and services providers that focus on similar products or types of customer in the United
Kingdom such as Softcat and SoftwareONE. To a lesser extent, the Bytes Group also competes with other
IT infrastructure and services providers operating in the United Kingdom, such as Computacenter plc,
which tend to focus principally on the large enterprise customer segment and managed services, areas
which currently represent a small portion of the Bytes Group's business.

The Bytes Group also competes with the direct sales arms of certain of its vendor partners, but this
competition is limited as the Directors and the Proposed Directors believe its vendor partners generally
prefer to utilise VARSs for offering their products and services to customers.

The Directors and the Proposed Directors believe that deteriorating economic conditions due to the
COVID-19 pandemic will disproportionately impact the corporate sector (in particular, the retail and
hospitality sectors), while public sector customers will likely see their overall IT budgets maintained
or increased. Furthermore, public sector organisations have increasingly sought to disaggregate their
outsourcing contracts, particularly in central government. The Directors and the Proposed Directors believe
that these trends may result in a shift in focus by certain of the Bytes Group's competitors towards public
sector customers and therefore a change in the competitive landscape of that segment of the market.

8 Regulatory Environment

The Bytes Group is subject to laws and regulations in the UK and other jurisdictions where it operates
that affect companies conducting business on the internet, and supplying IT products and services to
non-consumer customers. These include regulations related to employment, health and safety, privacy,
data protection, intellectual property, electronic communications and contracts, competition, advertising,
taxation, anti-bribery and corruption, money-laundering, trade prohibitions, sanctions, and online payment
services.

Although its activities do not involve the use and processing of consumer data, the Bytes Group does
collect, process, store and transmit proprietary information and sensitive or confidential data, including
personal information of employees as well as bank details of customers. As a result, the Bytes Group
is subject to laws and regulations governing data protection and cyber security in the UK and other
jurisdictions where it operates, including the GDPR which became effective in May 2018. The GDPR has
both increased the regulatory burden on the Bytes Group in processing personal information of employees,
customers and vendor partners and increased the potential sanctions for breaches. Failure to comply with
the GDPR may lead to regulatory enforcement actions, which can result in significant penalties of up to
four per cent. of the annual worldwide turnover of the Bytes Group.

The Bytes Group operates in compliance with the policies and procedures of its public sector customers,
including procurement regulations, regulations relating to the protection of classified information and
legislation regarding the pricing of labour and other costs in government contracts. Failure to comply with
such policies and procedures may result in the Bytes Group's suspension from contracting with public
sector organisations, particularly where such failures result in a breach of the terms of any public sector
framework agreements.

9 Information Technology

The Bytes Group's internal and external IT infrastructure is distributed across its own and certain third-
party owned and managed data centres in the United Kingdom, which are continuously monitored from
the Bytes Group's offices and certain third-party security operations centres. The Bytes Group's internal
IT infrastructure is managed by a team of 58 IT engineers as at 30 September 2020 including operations
staff, analysts and developers. The Bytes Group offers its customers managed software and hardware
asset management platforms that use the Bytes Group's IT infrastructure, and these customers rely on
continuous and uninterrupted availability of such IT infrastructure to conduct their respective businesses.
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Operated using the Bytes Group's IT infrastructure, the Quantum analytics tool is available to all customers
who purchase Office 365 and Azure products.

The Bytes Group is certified to the latest international standards with Bytes Software Services holding
accreditations in information security management (ISO 27001), quality management (ISO 9001), and
environmental management (ISO 14001) and Phoenix holding accreditations in information security
management (ISO 27001), quality management (ISO 9001), environmental management (ISO 14001) and
service management (ISO 20000). In FY20, the Bytes Group conducted five full security audits.

10 Intellectual Property

The Bytes Group's only registered trademarks are in relation to the "LICENSE DASHBOARD" name and
brand. The Bytes Group also relies on unregistered trademarks, copyright and unpatented proprietary
know-how, as well as confidentiality, non-solicitation and non-competition arrangements.

The Bytes Group also holds a portfolio of internet domain names (most notably, www.bytes.co.uk and
www.phoenixs.co.uk) that is managed by the Bytes Group's technology team.

The Bytes Group has its own bespoke technology, platform, data and reporting systems, including systems
and technology relating to its Quantum analytics tool, which provides cloud cost analytics for customers
using key Office 365 and Azure products. The Bytes Group also licenses from third parties technology
software for managing aspects of its business, including in respect of customer relationship management,
information security and data storage and processing, and also makes use of open source software where
appropriate.

On occasion, the Bytes Group engages third parties to develop processes, techniques, technology or
other intellectual property on its behalf. As a matter of general practice, contracts with such third parties
provide for the assignment of relevant intellectual property to the Bytes Group or the right to use such
intellectual property in its business. The Bytes Group's employees and direct contractors are generally
contractually required to both transfer relevant intellectual property to the Bytes Group (in addition to
statutory protections for the Bytes Group where available) and maintain confidentiality.

As at the date of this Registration Document, there were no outstanding intellectual property infringement
actions involving the Bytes Group.

11 Employees

As at 30 September 2020, the Bytes Group had 666 employees. The following table sets out the Bytes
Group's employees by seniority and function as at 30 September 2020:

Job Type Total Level
Role Employee Lead™  Management" Senior Director("
Executive'"

Direct Sales 215 185 5 16 9 0
Sales Specialist® 86 63 3 14 6 0
Admin & Operations 168 139 12 14 3 0
Technical 151 115 12 21 3 0
Finance & Accounts 36 30 2 3 1 0
Director® 10 0 0 0 10
Total 666 532 34 68 22 10
Notes:

(1) The Bytes Group considers 'Leads' to be employees who have other employees reporting to them but do not manage a whole
team. Management are those who manage teams, and Senior Executives are those employees with a divisional director job title,
but who do not sit on the board of a Bytes Group company. 'Directors' are employees who also sit on the board of a Bytes Group
company.

(2) Sales specialists are those sales employees focusing on a particular product or service offered by the Bytes Group.
(3) The 'Directors' occupy executive and/or non-executive roles across the Bytes Group.

12 Properties

The Bytes Group operates from five properties located in England with staff working from home in Ireland.
The following table sets out the Bytes Group's properties:
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Name and location Tenure

Bytes House, Randalls Way, Leatherhead, Surrey, KT22 7TW Freehold
13th Floor, City Tower, Piccadilly Plaza, Manchester, M1 4BT Lease
Blenheim House, York Road, Pocklington, York, YO42 1NS Freehold
Pacific House, Imperial Way, Reading, Berkshire, RG2 0TD Lease
13 Insurance

The Bytes Group maintains insurance cover to protect its business in the event of claims and maintains a
good relationship with its insurers. At the last renewal date, the aggregate insurance costs for the Bytes
Group for the period from July 2020 to July 2021 was £221,319, including policies in relation to its freehold
property, its leasehold property and business interruption, as well as professional indemnity insurance and
directors' and officers' liability insurance. As a consequence of potentially becoming a stand-alone listed
group on Admission, insurers were asked to evaluate the Bytes Group's current coverage and requote for
amended policies suitable for a listed group. The Directors and the Proposed Directors believe that the
requoted insurance coverage for the Bytes Group is appropriate for its business, in respect of its level
and applicable excesses and deductibles, considering the Bytes Group's business status and location as
well as the scale of its current business activities. Following the potential Admission, the Directors and the
Proposed Directors intend to monitor and regularly review the Bytes Group's insurance coverage.

14 Dividend Policy

The Board initially intends to target an annual dividend of between 40 per cent. and 50 per cent. of the
Bytes Group's profit after tax before any exceptional items in each financial year. Subject to any cash
requirements for on-going investment, the Board will consider returning excess cash to Shareholders over
time.

The first dividend that may be declared by the Company after Admission will be the interim dividend in
respect of the six month period ending 30 August 2021. If declared, the Board expects that the amount of
the first interim dividend will be adjusted to reflect the length of time that the Company will have been a
publicly-listed company and will be payable in the final quarter of 2021.

The Board may revise the Company's dividend policy from time to time.
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PART 6 - DIRECTORS, PROPOSED DIRECTORS, SENIOR MANAGEMENT AND
CORPORATE GOVERNANCE

Directors

The following table lists the names, positions and ages of the Directors:

Name Age Position
Patrick De Smedt 65 Chairman

Neil Murphy 56 Chief Executive Officer

Keith Richardson 61 Chief Financial Officer

David Maw 69 Non-executive Director

The business address of each Director is Bytes House, Randalls Way, Leatherhead, Surrey, England,
KT22 7TW.

Patrick De Smedt (Chairman)

Patrick De Smedt joined the Bytes Group as Chairman on 27 July 2020. He is also Chairman of
EMIS Group plc and GCI Managed Services Group Ltd and Senior Independent Director of PageGroup
plc. Patrick has a wealth of international business experience including a diverse portfolio of Board
appointments in public and private equity-backed companies. Patrick spent 23 years at Microsoft during
which time he founded the Benelux subsidiaries, led the development of its Western European business
and served as Chairman of Microsoft for Europe, Middle East and Africa.

Since leaving Microsoft in 2006, Patrick has served on the boards of a number of European public
and private companies. He was previously Non-Executive Director and Chairman of the Remuneration
Committee of Victrex plc, Senior Independent Director and Chairman of the Remuneration Committee of
Morgan Sindall plc and Anite plc and interim Chairman of KCOM Group plc.

Neil Murphy (Chief Executive Officer)

Neil Murphy is the Chief Executive Officer of the Company and has been the Managing Director of the
Bytes Group since 2000. Prior to becoming Managing Director, Neil was Sales Director of the Bytes Group
for three years and prior to that he spent seven years in general sales management at the British software
company ICL (now part of the Fujitsu group). Neil holds a diploma in Marketing from Kingston University.

Keith Richardson (Chief Financial Officer)

Keith Richardson is the Chief Financial Officer of the Company. Keith has spent 25 years at the Bytes
Group where he has been responsible for Finance and Operations. Keith is a Chartered accountant
(ICAEW) and trained at Deloitte LLP.

David Maw (Non-executive Director)

David Maw has been a non-executive director of the Bytes Group since 2000. David is a Certified
Accountant (FCCA), and post-qualification, he moved to PMM and Co (now KPMG) in both Cardiff and Fiji
where he was a Senior Manager and gained experience in Audit, M&A and Receiverships. Upon returning
to the UK, he joined Rank Xerox Ltd where he became a member of the boards of the holding company
and several subsidiaries across the world. He was Director for Tax, Treasury and Leasing as well as being
responsible for M&A in Xerox EMEA. He was part of the Xerox family for over 20 years with periods
working in the UK, California and Connecticut, USA and also as Controller, Xerox European Manufacturing
Operations.

David has assisted the Bytes Group management team for 20 years in its growth from a small business
and has sat on both the audit and remuneration committees of the Bytes Group board.

Proposed Directors

The following table lists the names, positions and ages of the Proposed Directors who will join the board
of the Company with effect from 6 November 2020:

Name Age Position
Mike Phillips 58 Proposed Non-executive Director
Alison Vincent 55 Proposed Non-executive Director

Mike Phillips (Proposed Non-executive Director)
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Mike Phillips ACA has over 17 years of experience serving as an executive director on UK listed
companies, most recently as Chief Financial Officer of Micro Focus International plc from September 2010
to January 2018. From January 2018 to 31 May 2019 he was Director of M&A for Micro Focus and handled
the divestment of SUSE to EQT. Prior to his time at Micro Focus he was Chief Executive Officer at Morse
plc, following his initial role as Group Finance Director. Mike left Morse plc in July 2010 following the
turnaround and successful corporate sale to 2e2 in June 2010.

From August 1998 to February 2007, Mike was Group Finance Director at Microgen plc and played a lead
role in its transformation to an international software and services business with sustainable and profitable
growth.

Earlier roles include seven years of corporate finance work at Smith & Williamson, as well as two years at
PricewaterhouseCoopers where he led the UK technology team, reporting to the global Head of Corporate
Finance for the Technology Sector. Mike began his career at Peat Marwick Mitchell & Co (now KPMG)
where he qualified as a Chartered Accountant. Mike was a non-executive director of Parity Group plc from
November 2011 to September 2013.

Alison Vincent (Proposed Non-executive Director)

Dr Alison Vincent is an experienced IT industry leader with recent roles including Group Chief Information
Security Officer at HSBC from July 2017 to December 2018 and Chief Technology Officer at Cisco from
February 2015 to July 2017. Prior to those positions she held technical leadership roles in NDS, Micro
Focus and IBM. She has experience in cybersecurity, research and development, strategy execution,
product management and business development, with particular expertise in digital strategy, innovation
and mergers and acquisitions.

Alison is a Non-Executive Director of SEI Investments (Europe) Ltd, Synectics Plc and Connected Places
Catapult. She is a Lay Member of Council at Southampton University and is a Technical Adviser to Arqit
Ltd and UMotif Ltd.

Alison has a PhD in Cryptography & Combinatorics and a 1st Class Honours BSc in Maths and Computer
Science. She is a Fellow of the Royal Academy of Engineering, a Fellow of the British Computer Society
and a Fellow of the IET.

Senior Management Team

The following table lists the names, positions and ages of the Company's current Senior Management, in
addition to the Executive Directors listed above:

Name Age Position
Sam Mudd 51 Phoenix Managing Director
Paul Emms 53 Phoenix Finance Director

The business address of each member of Senior Management is Bytes House, Randalls Way,
Leatherhead, Surrey, England, KT22 7TW.

Sam Mudd (Phoenix Managing Director)

Sam Mudd has been Managing Director of Phoenix since 2009 and has over 30 years of software reseller
and leadership experience having held senior roles at vendors such as WordPerfect, Novell Inc. and
Trustmarge Solutions (now part of Capita plc).

Paul Emms (Phoenix Finance Director)

Paul Emms is the Finance Director of Phoenix, having joing the company in 2004. Paul qualified as a
chartered accountant at PwC and worked in senior finance roles at BT plc and Bradford & Bingley.

Corporate governance

As an unlisted company, the UK Corporate Governance Code does not apply to the Company as at the
date of this Registration Document.

The Board

The Board is responsible for leading and controlling the Company and has overall authority for the

management and conduct of the business of the Company. The Board is also responsible for approving
strategic plans, financial statements, acquisitions and disposals, major contracts and projects.
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Board committees

The Board has established audit and remuneration committees. If the need should arise, the Board may
set up additional committees as appropriate.
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PART 7 - SELECTED FINANCIAL INFORMATION

The selected historical financial information set out below for the periods indicated has been extracted
without material amendment from Section A of Part 9 "Financial Information of Bytes UK" of this
Registration Document, where it is shown with important notes describing some of the line items. The
financial information for the six months ended 31 August 2019 is not audited.

Consolidated statement of profit or loss

Year ended Six months ended
28 February 28 February 29 February 31 August 31 August
2018 2019 2020 2019 2020
£'000
(unaudited)
Revenue 321,892 349,658 373,103 205,045 221,222
Cost of sales (278,347) (286,045) (293,886) (165,111) (174,843)
Gross profit 43,545 63,613 79,217 39,934 46,379
Administrative expenses (33,307) (44,918) (49,373) (24,172) (26,849)
Operating profit 10,238 18,695 29,844 15,762 19,530
Finance income 20 85 158 85 24
Finance costs (58) (1) (82) (41) (40)
Finance income/(costs) - net (38) 84 76 44 (16)
Profit before taxation 10,200 18,779 29,920 15,806 19,514
Income tax expense (2,111) (3,643) (5,762) (3,074) (3,757)
Profit for the period attributable to owners 8,089 15,136 24,158 12,732 15,757
of the Company
Basic earnings per Ordinary Share 809 1,514 2,416 1,273 1,576
Diluted earnings per Ordinary Share 728 1,362 2,174 1,146 1,418
Consolidated balance sheet
As at As at
28 February 28 February 29 February 31 August
2018 2019 2020 2020
£'000
Assets
Non-current assets
Property, plant and equipment 7,072 7,470 8,521 8,420
Right-of-use assets - - 1,332 1,202
Intangible assets 49,273 47,663 46,053 45,248
Contract assets 294 - 1,056 459
Total non-current assets 56,639 55,133 56,962 55,329
Current assets
Inventories 1,661 94 688 746
Contract assets 4,068 9,112 5,085 8,009
Trade and other receivables 46,753 54,598 77,094 99,268
Cash and cash equivalents 6,706 26,038 47,357 31,928
Total current assets 59,188 89,842 130,224 139,951
Total assets 115,827 144,975 187,186 195,280
Liabilities
Non-current liabilities
Lease liabilities - - (1,295) (1,252)
Contract liabilities - - (1,001) (1,475)
Deferred tax liabilities (2,285) (2,038) (1,895) (1,754)
Total non-current liabilities (2,285) (2,038) (4,191) (4,481)
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Current liabilities
Trade and other payables
Contract liabilities
Current tax liabilities
Lease liabilities

Total current liabilities
Total liabilities

Net assets

Equity

Issued share capital
Other reserves
Retained earnings
Total equity

Consolidated statement of cash flows

Cash flows from operating activities
Cash generated from operations
Interest received

Interest paid

Income taxes paid

Net cash inflow/(outflow) from operating
activities
Cash flows from investing activities

Payments for acquisition of subsidiary, net of
cash acquired

Payments for property, plant and equipment
Net cash outflow from investing activities
Cash flows from financing activities
Principal elements of lease payments
Dividends paid to company shareholders
Net cash outflow from financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of
the financial year

Cash and cash equivalents at end of year

Consolidated statement of changes in equity

For the years ended 28 February 2018, 2019
and February 2020:

Balance at 1 March 2017

Total comprehensive income for the year
Share-based payment transactions
Balance at 28 February 2018

Adjustment on initial application of IFRS 9 and
IFRS 15

(72,774) (89,031) (116,510) (130,619)
(5,882) (9,683) (10,205) (9,186)
(1,261) (2,070) (3,191) (645)
- - (307) (256)
(79,917) (100,784) (130,213) (140,706)
(82,202 (102,822) (134,404) (145,187)
33,625 42,153 52,782 50,093
561 899 1,170 1,324
33,064 41,254 51,612 48,769
33,625 42,153 52,782 50,093

Year ended Six months ended
28 February 28 February 29 February 31 August 31 August
2018 2019 2020 2019 2020

£'000
(unaudited)
12,784 29,892 41,699 1,251 10,047
20 85 158 85 24
(58) Q) 2 M 2
(1,934) (3,081) (4,784) (2,099) (6,444)
10,812 26,895 37,071 (764) 3,625
(31,938) - - - -
(227) (1,063) (1,745) (521) (322)
(32,165) (1,063) (1,745) (521) (322)
- - (207) (70) (132)
- (6,500) (13,800) (4,800) (18,600)
- (6,500) (14,007) (4,870) (18,732)
(21,353) 19,332 21,319 (6,155) (15,429)
28,059 6,706 26,038 26,038 47,357
6,706 26,038 47,357 19,883 31,928
Attributable to owners of the Company
Share Share Other Retained
capital premium reserves earnings g equity
£'000

- - 417 24,975 25,392
- - - 8,089 8,089
- - 144 - 144
- - 561 33,064 33,625
- - - (446) (446)
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Restated total equity at the beginning of
the financial year

Total comprehensive income for the year
Dividends paid

Share-based payment transactions
Balance at 28 February 2019

Total comprehensive income for the year
Dividends paid

Share-based payment transactions
Balance at 29 February 2020

For the six months ended 31 August 2019
(Unaudited):

Balance at 28 February 2019

Total comprehensive income for the period
Dividends paid

Share-based payment transactions
Balance at 31 August 2019

For the six months ended 31 August 2020:

Balance at 29 February 2020

Total comprehensive income for the period
Dividends paid

Share-based payment transactions
Balance at 31 August 2020

- 561 32,618 33,179
- - 15,136 15,136
- - (6,500) (6,500)

338 - 338
- 899 41,254 42,153
- - 24,158 24,158
- - (13,800) (13,800)
- 271 - 271
- 1,170 51,612 52,782

899 41,254 42,153
- - 12,732 12,732
- - (4,800) (4,800)
- 120 - 120
- 1,019 49,186 50,205
- 1,170 51,612 52,782
- - 15,757 15,757
- - (18,600) (18,600)
- 154 - 154
- 1,324 48,769 50,093
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PART 8 - OPERATING AND FINANCIAL REVIEW

This Part 8 "Operating and Financial Review" should be read together with the entire document and,
in particular, in conjunction with Part 2 "Presentation of Financial and Other Information”, Part 5 "The
Business" and Part 9 "Financial Information”. The financial information discussed in this Part 8 "Operating
and Financial Review" is extracted or derived from the audited consolidated financial statements set out
in Part 9 "Financial Information" which have been prepared in accordance with (i) IFRS as adopted by the
EU, (ii) the requirements of the Prospectus Regulation and (iii) the Listing Rules.

The following discussion of the Bytes Group's results of operations and financial conditions contains
forward-looking statements. The Bytes Group's actual results could differ materially from those that it
discusses in these forward-looking statements. Factors that could cause or contribute to such differences
include those discussed below and elsewhere in this document, particularly under Part 1 "Risk Factors"
and Part 2 "Presentation of Financial and Other Information".

The Company was incorporated on 7 October 2020 and has no historical operations or financial
information apart from its opening balance sheet set out in Part 10 "Financial Information of the Company".
Unless otherwise indicated, the financial information presented in this Registration Document has been
extracted or derived from the historical financial information of Bytes UK and its subsidiaries.

1 Overview

The Bytes Group is one of the UK's leading providers of IT software offerings and solutions, with a focus
on cloud and security products. The Bytes Group enables effective and cost-efficient technology sourcing,
adoption and management across software, services, including in the areas of security and cloud. It aims
to deliver the latest technology to a diverse and embedded non-consumer customer base and has a long
track record of delivering strong financial performance.

The Bytes Group's software offering includes working with customers to identify their software needs,
selecting and deploying appropriate software products, managing licence compliance and, ultimately,
seeking to optimise their software assets. Beyond the selling of software, the Bytes Group provides tailored
IT solutions to its customers, including professional and managed services as well as hardware. The Bytes
Group's principal operations are carried out under two brands: Bytes Software Services and Phoenix.
Bytes Software Services' customer base is made up of both private sector customers and public sector
customers, whilst Phoenix's focus (with the exception of its License Dashboard trading division) is solely
on public sector customers. The proportion of the Bytes Group's gross profit for FY20 generated from its
private sector customers and public sector customers was 67.2 per cent. and 32.8 per cent., respectively.
In FY20, 92.1 per cent. of the Bytes Group's gross invoiced income came from software sales, 4.1 per cent.
from hardware sales and 3.8 per cent. from software services. Although hardware and software services
currently represent a relatively small percentage of gross invoiced income, increasing the Bytes Group’s
penetration in these segments represents a growth opportunity.

The Bytes Group has strategic relationships and trusted partnerships with over 100 vendor partners and
their distributors. The Bytes Group has a particularly strong track record of working with Microsoft. The
Bytes Group is one of Microsoft's largest partners in the UK by revenue and in Microsoft's 2020 financial
year generated in excess of $1 billion of revenue for Microsoft from sales of Microsoft products and
services into the UK market. Microsoft products and services accounted for £41.5 million, or 52.4 per cent.,
of the Bytes Group's gross profit in FY20 up from £24.1 million, or 55.5 per cent., in FY18 and rebates
received by the Bytes Group from Microsoft increased from £12.8 million in FY18 to £20.9 million in FY20.

Employee and customer satisfaction are important priorities for the Bytes Group. In 2020, Bytes Software
Services was ranked 21st in the Sunday Times' list of the best 100 Mid Companies to work for, and
the Bytes Group's employee attrition rates, particularly amongst its most experienced sales staff have
historically been very low. The Bytes Group regularly performs well and achieves high scores in customer
satisfaction surveys, and high levels of customer satisfaction are further evidenced by the fact that, in FY19
and FY20, 93 per cent. and 92 per cent., respectively, of the Bytes Group's gross profit was attributable
to business with existing customers (defined as customers that the Bytes Group has previously transacted
with).

The Bytes Group has a long track record of growth and between FY10 and FY20, gross profit has
increased by a CAGR of 20 per cent.®2 This growth has been largely organic, with further contribution from

32 FY10 to FY17 gross profit figures are derived from unaudited IFRS financial information, routinely prepared as part of the financial reporting procedures of
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the two strategic acquisitions of Security Partnerships and Phoenix. The Bytes Group generated gross
invoiced income of £505.4 million in the six months ended 31 August 2020 (six months ended 31 August
2019: £370.3 million) and £722.2 million in FY20 (FY19: £549.4 million). It had gross profit of £46.4 million
in the six months ended 31 August 2020 (six months ended 31 August 2019: £39.9 million) and £79.2
million in FY20 (FY19: £63.6 million); and adjusted operating profit of £20.5 million in the six months ended
31 August 2020 (six months ended 31 August 2019: £16.7 million) and £31.7 million in FY20 (FY19: £20.6
million).

2 Key Performance Indicators

Senior Management consider a range of financial measures and other metrics in assessing the Bytes
Group’s performance, and the Directors and the Proposed Directors believe that each of these KPIs
provides useful information regarding the Bytes Group’s business and operations. Apart from gross profit
and adjusted operating profit, the KPls are based on the Bytes Group's estimates and are not part of the
Bytes Group’s audited, consolidated financial statements and have not been audited or otherwise reviewed
by external auditors, consultants or experts. Moreover, these measures and metrics may be defined or
calculated differently by other companies and, as a result, the Bytes Group’s KPIs may not be directly
comparable to similar measures and metrics calculated by its peers. For further information on the non-
IFRS financial measures and KPIs the Bytes Group uses, including a reconciliation of adjusted profit after
tax and cash conversion rate to the most directly comparable financial measure calculated in accordance
with IFRS, see Part 2 " Presentation of Financial and Other Information”.

Year ended Six months ended
28 February 28 February 29 February 31 August 31 August
201819 2019 2020 2019 20201
£'000

Gross invoiced income(EOOO)“) 343,428 549,370 722,154 370,328 505,380
Gross profit (£000)? 43,545 63,613 79,217 39,934 46,379
Gross profit growth® - 46.1% 24.5% - 16.1%
Adjusted operating profit (£000)“ 11,480 20,643 31,725 16,687 20,489
Adjusted operating profit / gross profit® 26.4% 32.5% 40.0% 41.8% 44.2%
Cash conversion rate® 109.4% 139.7% 125.9% 4.4% 47.5%
Customers!” 4,330 4,516 4,929 - 4,976
Average gross profit per customer (£000)® - 14.1 16.1 - 17.2
Renewal rate®® - 136% 115% - -

Notes:

(1) "Gross invoiced income" is a non-IFRS financial measure that reflects gross income billed to customers adjusted for deferred
and accrued revenue items. The Bytes Group will continue to report gross invoiced income as an alternative financial KPI. See table
in Part 2 " Presentation of Financial and Other Information" for the reconciliation of gross invoiced income to revenue in the Bytes
Group's consolidated statement of profit or loss.

(2) "Gross profit" is defined as revenue less cost of sales and has been extracted from the Bytes Group's historical financial
information in Part 9 "Financial Information of Bytes UK", where it appears in the Bytes Group's consolidated statement of profit or
loss.

(3) "Gross profit growth" is calculated as the percentage of growth in gross profit from the previous financial period.

(4) “Adjusted operating profit” is a non-IFRS financial measure that excludes from operating profit the effects of significant items of
income and expenditure which might have an impact on the quality of earnings, such as acquisition costs, which are attributable to
an isolated, non-recurring event. Acquired intangible amortisation and share-based payment charges are also excluded. See table
in Part 2 "Presentation of Financial and Other Information" for the reconciliation of adjusted operating profit to operating profit in the
Bytes Group's consolidated statement of profit or loss

(5) “Adjusted operating profit / gross profit” is a non-IFRS financial measure that the Bytes Group defines as adjusted operating profit
as a percentage of gross profit.

(6) “Cash conversion rate” is a non-IFRS financial measure that the Bytes Group defines as cash generated from operations minus
capital expenditure (together "Free Cash Flow") divided by adjusted operating profit. See table in Part 2 "Presentation of Financial and
Other Information" for the reconciliation of the cash conversion rate to operating profit in the Bytes Group's consolidated statement of
profit or loss.

(7) "Customers" is an operating metric that the Bytes Group calculates as the number of unique entities transacting greater than £100
in gross profit with the Bytes Group during the relevant financial period.

(8) “Average gross profit per customer” is an operating metric that the Bytes Group defines as total gross profit divided by customers.
(9) “Renewal rate" is an operating metric that the Bytes Group defines as gross profit from existing customers divided by total gross

the Altron Group.
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profit in the prior financial period. Existing customer is defined as a customer who has previously transacted with the Bytes Group.
(10) For the year ended 28 February 2018, "Average gross profit per customer" and "Renewal rate" are not presented because of the
impact of the acquisition of Phoenix in September 2017.

(11) For the six months ended 31 August 2020 "Customers" and "Average gross profit per customer" have been calculated on a last
twelve month ("LTM") basis. As at 31 August 2020, the Bytes Group's LTM gross profit was £85.7 million.

3 Principal Factors Affecting the Bytes Group's Results of Operations and Financial
Condition

The Directors and the Proposed Directors believe that the factors discussed below are the principal factors
affecting the Bytes Group's results of operations and financial condition.

3.1 Market growth and trends

The Bytes Group's ability to generate gross profit is significantly affected by trends and developments in
the software, hardware, services and security segments of the UK IT market. The Bytes Group's business
has been supported by robust market growth in these areas in recent years. The increasing shift toward
SaaS and infrastructure as a service within the UK software and cloud market has presented the Bytes
Group with additional opportunities for growth.

Growth in the Bytes Group's markets is driven by a number of trends, including the increasing strategic
significance of technology for businesses as sales and operations are becoming increasingly data driven,
and the growing complexity of technology. These trends not only drive spending on software and cloud
products but also increase demand for the services of third party technology solutions providers, like the
Bytes Group, that are able to help businesses design, buy, implement and manage their software and
cloud estates.

In addition, the Bytes Group's ability to generate and increase its gross profit is significantly impacted by
the financial position and growth of its key vendor partners and their ability to continue to provide products
and services that the Bytes Group's customers want to buy. Gross invoiced income from the Bytes Group's
FY20 top ten vendors accounted for £565.9 million in FY20 (FY19: £435.4 million), or 78.4 per cent.,
of the Bytes Group’s total gross invoiced income in FY20 (FY19: 79.3 per cent.). The Bytes Group is a
trusted advisor for Microsoft products with nearly 25 years of experience and Microsoft sales have been a
significant source of the Bytes Group's gross invoiced income in the past. Microsoft products and services
accounted for £439.3 million in FY20 (FY19: £332.3 million), or 60.8 per cent., of the Bytes Group’s total
gross invoiced income in FY20 (FY19: 60.5 per cent.). This was driven largely by strong sales in Office
365, Azure and Microsoft Dynamics products. Microsoft products and services are expected to continue to
contribute a significant percentage of the Bytes Group's gross invoiced income going forward.

The table below sets out the Bytes Group's gross invoiced income by its top ten vendors for FY18, FY19
and FY20.

Gross Invoiced Income By Vendor

£'000

Top Ten Vendors for FY20 FY18 FY19 FY20
1 Microsoft 182,066 332,349 439,337
2 VMware 17,983 24,149 25,774
3 Adobe 12,877 17,446 22,124
4 Checkpoint 8,143 11,020 15,600
5 Mimecast 5,984 10,332 13,904
6 Oracle 4,544 4,125 11,069
7 Citrix 9,925 11,113 10,859
8 Veritas 8,374 11,274 10,757
9 Dell Computer Corporation 1,436 7,842 9,533
10 Sophos 4,533 5,782 6,925

Total 255,865 435,432 565,882

The fee arrangements between vendor partners and VARs change periodically, and such changes can also
have an impact on the Bytes Group's gross profit. The changes to fee structures are generally aimed at
incentivising VARs towards targeting key areas of growth identified by vendors, and the Bytes Group has
been able to respond effectively to these changes in the past as evidenced by its rate of gross profit growth
over the previous three financial years. Changes to fee arrangements by Microsoft have the largest impact
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on the Bytes Group, and Microsoft makes changes to its fees structure annually with the most recent
changes taking effect on 1 October 2020. These changes have reduced general, account services and
transaction fees in relation to enterprise agreements with the aim of incentivising VARs to focus on CSP
agreements and additional Microsoft products and services with customers. While the reduction in fees
related to enterprise agreements may have an adverse impact on the Bytes Group's gross profit generated
from these agreements, the Directors believe any such impact will be offset by the Bytes Group's ability to
shift focus towards higher margin CSP agreements, as well as by increasing sales of additional products
and services to new and existing customers.

3.2 Customer numbers and diversification, and share of wallet of existing customers

The expansion of the Bytes Group’s customer base and its share of wallet of existing customers is a key
driver of the Bytes Group's gross profit growth. Gross profit has increased by 81.9 per cent. from £43.5
million in FY18 to £79.2 million in FY20 with average gross profit per customer increasing from £14,100 in
FY19 to £16,100 in FY20.

Customer numbers have grown consistently over the three years ended 29 February 2020, increasing from
4,330 in FY18 to 4,929 in FY20. Growth in customer numbers has been across a range of sub sectors
and organisation types within the Bytes Group’s public and private sector client bases, and the Bytes
Group has low levels of customer concentration with no more than 1.5 per cent. of its gross profit in any
of FY18, FY19 or FY20 generated by a single customer. The Directors and the Proposed Directors believe
that the diversification of the customer base, including the targeting of both public and private sector
organisations, has helped to underpin growth in gross profit. While the average gross invoiced income
per customer attributable to public and private sector customers is broadly comparable, private sector
customers typically generate higher gross profit margins when compared with public sector customers.
Public sector customers typically generate lower gross profit margins than private sector customers due
to a combination of pricing caps imposed under some framework agreements, agreed discounts between
vendor partners and certain governmental bodies and the competitive nature of the public sector tendering
process. Notwithstanding the difference in gross profit margins between private sector and public sector
transactions, the Directors and the Proposed Directors believe that a balance of private and public sector
customers increases the Bytes Group’s resilience and provides the Bytes Group with opportunities for
growth through economic cycles. Average gross profit per private sector customer was approximately
£22,000 in FY20 compared to approximately £10,000 for public sector customers.

As client relationships mature, gross profit from those clients tends to increase, emphasising the
importance of the Bytes Group's longstanding client relationships. The Bytes Group’s sales and account
management teams aim to develop strong relationships with their clients to better understand their IT
requirements and to introduce those clients to new IT solutions as technology progresses. The Bytes
Group also emphasises upselling and cross-selling of additional products and solutions to its existing
customer base. These solutions increasingly include cloud based products which provides an opportunity
for the Bytes Group to increase the proportion of its gross profit base derived from annuity-type revenue
streams. The provision of solutions such as the Bytes Group’s Quantum tool further embeds its staff with
their customers. The Bytes Group's increasing share of wallet of existing customers is reflected in its strong
renewal rate, which was 136 per cent. and 115 per cent. in FY19 and FY20, respectively. In FY19 and
FY20, respectively, 93.4 per cent. and 92.1 per cent. of the Bytes Group's gross profit was attributable to
business with existing customers.

3.3 Macroeconomic conditions

The Bytes Group's results of operations are affected by general macroeconomic conditions and economic
cycles, particularly in the United Kingdom.

Macroeconomic conditions and economic cycles affect both the level of demand for software and related
IT services and solutions and the prices at which they can be sold. Actual or anticipated improvements in
economic conditions generally result in higher IT spending, in particular by the Bytes Group's private sector
customers, as businesses expand their operations as a result of higher business volume or otherwise
invest in new IT initiatives and technologies. These developments can also help support upward price
movements. Conversely, a prolonged slowdown in the global or UK economy or in a particular business or
industry sector may cause private sector customers to delay or forgo upgrades or additions to their existing
IT environments, licensing new software or purchasing services, which can put downward pressure on
prices.

As discussed above, private sector and public sector customers tend to have different financial impacts on
the Bytes Group. The Directors and the Proposed Directors believe that having a mix of private and public
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sector customers increases the Bytes Group’s resilience when faced with turbulent economic cycles and
provides the Bytes Group with potential opportunities for growth even during periods of general economic
downturn. For example, despite the adverse economic conditions resulting from the COVID-19 pandemic,
the Directors and the Proposed Directors believe that the need for remote working has increased certain
public sector customers' commitment to digital transformation projects on accelerated timelines, which has
had a positive impact on the Bytes Group's current year trading.

3.4 Sales team development and retention

The continued development of the Bytes Group's sales team and high retention rates are significant factors
affecting the Bytes Group's financial performance. As at 30 September 2020, the Bytes Group employed
286 sales people. The Directors and the Proposed Directors expect that the Bytes Group will have two
to three graduate intakes per year and believe that continued investment in the sales team, both through
new hires and incentivising existing employees, will have a positive impact on the Bytes Group’s ability to
increase gross profit from both new and existing customers.

The Directors and the Proposed Directors believe that there is a strong correlation between the productivity
and tenure of sales people at the Bytes Group. In FY20, average annual gross profit per account manager
was £130,000 per annum for account managers with 0 to 2 years’ experience (71 account managers),
increasing to £378,000 for those with 2 to 4 years’ experience (33 account managers); to £567,000 for
those with 4 to 6 years’ experience (22 account managers); to £827,000 for those with 6 to 8 years'
experience (16 account managers) and to £928,000 for those with 8 or more years' experience (31 account
managers). Productivity of the sales team as a whole has also increased between FY18 and FY20 with
gross profit per account manager increasing from £256,000 in FY18 to £311,000 in FY20.

Senior Management have made the fostering of a positive working environment a key priority of the Bytes
Group. This includes a structured approach to recruitment as well as fostering a positive employee culture.
It also includes an emphasis on CSR objectives as well as a focus on the continued development of its
staff, including ongoing training to keep skills current and initiatives such as its "7 steps to a million" sales
director framework, designed to enable a member of the Bytes Group's sales team who has no prior IT or
sales experience to deliver £1 million of gross profit in a financial year within 7 years of starting working at
the Bytes Group. The Directors and the Proposed Directors believe that this emphasis on employee culture
underpins the strong retention rates among its senior sales staff. Since FY15, of Bytes Software Services'
50 top achieving (in terms of gross profit generation) salespeople, only one has left and not returned to the
Bytes Group.

3.5 Cost management

The Bytes Group seeks to tightly manage its administrative costs, including, over the course of the three
years ended 29 February 2020, through the automation of processes and the introduction of new workflow
practices that have improved order processing. This has contributed to growth of the Bytes Group’s
operating profit from £10.2 million in FY18 to £29.8 million in FY20 and from £15.8 million in the six months
ended 31 August 2019 to £19.5 million in the six months ended 31 August 2020.

Employment costs comprise the largest proportion of the Bytes Group’s administrative cost base. These
costs include base salaries and commissions and bonuses. Staff costs are accounted for as administrative
expenses, with the exception of costs relating to staff who are deemed to be directly associated with the
provision of services, which are accounted for in cost of sales. Staff costs attributable to administrative
expenses as a percentage of gross profit declined from 62.2 per cent. in FY18 to 51.6 per cent. in FY20
and from 51.1 per cent. in the six months ended 31 August 2019 to 48.0 per cent. in the six months
ended 31 August 2020. In part, this is because recruitment of new sales staff has largely been focused
on new graduates. Base salaries for entry level hires are lower than for more experienced sales staff,
and their commission expense is effectively lower generally due to entry level hires not selling as much
as more experienced sales staff. Total staff costs can be broken down between employee remuneration
(56.3 per cent. of staff costs in FY20), commissions and bonus payments (31.4 per cent. in FY20), National
Insurance contributions (9.8 per cent. in FY20) and pension contributions and share-based payments (2.5
per cent. in FY20). As a result, while the Bytes Group’s employee numbers have increased, its staff costs
have not increased by the same proportion as revenue, and as base salary levels are not directly linked
to gross profit growth, these do not grow directly in proportion to gross profit, which is another factor in the
decline of staff costs relative to gross profit from FY18 to FY20 and in the six months ended 31 August
2020.

Other administrative expenses as a percentage of gross profit have declined steadily over the last three
financial years from 11.6 per cent. in FY18 to 9.6 per cent. in FY19 to 7.5 per cent. in FY20 although
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they increased slightly from 6.2 per cent. in the six months ended 31 August 2019 to 7.0 per cent. in the
six months ended 31 August 2020. Office and building costs are the largest area of expenditure within
other administrative costs alongside travel and subsistence and professional costs. The increase in the six
months ended 31 August 2020 compared to the previous corresponding period was primarily a result of
increased costs relating to IT systems and software support as a result of the shift to home working during
the lockdown restrictions put in place during the early months of the COVID-19 pandemic.

The Bytes Group reported depreciation and amortisation of £1.2 million, £2.3 million and £2.6 million in
FY18, FY19 and FY20, respectively, and £1.3 million in each of the six months ended 31 August 2019
and 2020. Depreciation and amortisation expense as a percentage of gross profit was 2.7 per cent., 3.6
per cent. and 3.3 per cent. in FY18, FY19 and FY20, respectively, and 3.2 per cent. and 2.9 per cent. in
the six months ended 31 August 2019 and 2020, respectively. The Bytes Group does not employ a capital
intensive business model and as a result of this its depreciation and amortisation expenses, excluding the
amortisation of acquired intangibles, are relatively low and relate principally to investments in the Bytes
Group's properties. In FY18, FY19 and FY20 the Bytes Group reported amortisation of acquired intangibles
of £0.7 million, £1.6 million and £1.6 million respectively. This charge is almost entirely comprised of
amortisation related to the acquisition of Phoenix during FY18. The Bytes Group excludes amortisation of
acquired intangibles from adjusted operating profit.

The development of the Bytes Group’s e-commerce platform was expensed through the income statement
rather than being capitalised. The development of the Bytes Group’s proprietary Quantum software tool
was also expensed.

The Directors and the Proposed Directors believe that the improving efficiency of the Bytes Group’s model
is demonstrated by the increase to the adjusted operating profit to gross profit ratio over the course of the
three years ended 29 February 2020 and in the six months ended 31 August 2020. The adjusted operating
profit to gross profit ratio increased from 26.4 per cent. in FY18 to 32.5 per cent. in FY19 before increasing
further to 40.0 per cent. in FY20, and it increased from 41.8 per cent. in the six months ended 31 August
2019 to 44.2 per cent. in the six months ended 31 August 2020. The Directors and the Proposed Directors
believe that the adjusted operating profit to gross profit ratio will average around the FY20 level over the
medium term.

As a result of becoming a stand-alone listed group, the Directors and the Proposed Directors expect that
certain of the Bytes Group's costs and expenses will increase in the current and subsequent financial
years. These costs may include additional audit, corporate governance, compliance and risk management
expenses, among others. Costs related to the Demerger, such as professional fees, stamp duty and
underwriting commissions are also expected, most of which will be reflected in FY21. In addition, the
Bytes Group's share-based payments include a cash settled share-based payment incentive scheme
and equity settled share-based payment incentive scheme, and the Bytes Group incurred share-based
payment charges of £0.1 million, £0.3 million and £0.3 million, in FY18, FY19 and FY20, respectively. The
Directors and the Proposed Directors expect that share-based payment charges will increase following the
completion of the Demerger due to new share-based incentive arrangements being put in place.

3.6 Levels of cash generation and conversion

The Bytes Group has a strong track record of cash generation and high levels of cash conversion. The
Bytes Group reported cash generated from operations of £12.8 million, £29.9 million and £41.7 million
in FY18, FY19 and FY20, respectively. As noted above, the Bytes Group’s business model is not capital
intensive. The Bytes Group’s capital expenditure (including software development costs) totalled £0.2
million, £1.1 million and £1.7 million in FY18, FY19 and FY20, respectively. The strong levels of cash
generation emphasise the benefits of a broad customer base which helps to minimise potential credit risk.
The Bytes Group had a cash conversion rate of 109.4 per cent., 139.7 per cent. and 125.9 per cent.,
in FY18, FY19 and FY20, respectively. The Directors and the Proposed Directors believe that a cash
conversion rate of approximately 100 per cent. is likely to be sustainable for the Bytes Group in the coming
years.

3.7 Seasonality

The Bytes Group's results are subject to seasonality effects with seasonal peaks in gross profit primarily
driven by the financial year ends of its key customer cohorts which influence purchase decisions and
payment timings. The first peak in gross profit occurs across March and April driven by public sector sales
as public sector customers look to fully utilise IT budgets ahead of the public sector financial year end in
March, or alternatively seek to deploy new budgets approved in April. To a lesser extent, another peak
occurs in June and July as a result of year-end campaigns by Microsoft, the Bytes Group's most significant
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vendor partner, the financial year of which ends on 30 June. A final gross profit peak occurs in December
due to Microsoft’s financial half year end and the financial year-ends of many other vendors coinciding. As
a result of the above, marginally more gross profit is typically generated in the first half of the Bytes Group's
financial year.

These seasonal trends also have an impact on the Bytes Group's cash flow, which is primarily driven
by changes in gross invoiced income with cash typically peaking as payments are collected one month
following periods of strong sales. Cash flow is also impacted by customer mix with public sector customers
typically paying on slightly shorter payment cycles when compared to private sector customers. Cash
levels are generally at their highest in April and July, which are the months following the typical public
sector and Microsoft year ends, respectively. Cash levels then decline in May and August as payments are
made to suppliers relating to customer transactions completed in the previous months. Cash historically
reaches a low point in September, as a result of the typically higher levels of vendor payments across
August, lower gross invoiced income over summer months and a higher proportion of private sector
customers in the summer months with slightly longer payment cycles. In the second half of the financial
year cash typically steadily increases as a result of increased activity following the summer months ahead
of Microsoft's half year end in December and the financial year end of other vendors. Increased sales
in December normally drive strong cash collections over January and February which are also relatively
active months in terms of public sector trading. This typically results in significantly higher cash conversion
in the second half of the Bytes Group's financial year relative to the first half. The market shift towards cloud
based solutions has helped to mitigate these seasonality effects by enabling the Bytes Group to increase
the proportion of revenue streams which is typically billed on a monthly basis.

4 Current trading and prospects

In the period since 31 August 2020, the Bytes Group's business has continued to perform in line with
management's expectations and consistent with the trends observed in the latter months of the first half of
FY21. The Bytes Group’s public sector business has continued to perform well and to offset any softening
in spend by private sector customers, and the Bytes Group has also won a number of significant new
Enterprise Customers. The early performance of the Bytes Group's new sales team intake has been in
line with management's expectations, and the Bytes Group has also resumed selective hiring of seasoned
pre-sales staff.

As the COVID-19 pandemic continues, there is uncertainty as to the economic impact in the wider
economy over the coming months. The Directors and the Proposed Directors believe the Bytes Group’s
business performance has been resilient through the first six months of FY21, but the second half will not
see a repeat of some of the factors that made the first half growth as strong as it was. The Directors and
the Proposed Directors expect the Bytes Group to continue to benefit from its public sector exposure, but
anticipate that private sector spending will be less expansive in the very near term.

The Directors and the Proposed Directors believe that there are important long-term imperatives for the
Bytes Group's customers, including the shift to home working, the rising adoption of cloud-based software,
and the wider digital transformation agenda, which they anticipate will continue to be important drivers of IT
spend and to have a positive impact on the Bytes Group's performance over the medium and longer term.
The Bytes Group will continue to work closely with its key vendor partners to help their mutual customers
use technology to adapt efficiently to these imperatives and to gain competitive advantage from them.

Even in a more challenging economic climate, the Directors and the Proposed Directors believe the
opportunity to continue to win new customers and increase share of wallet with existing customers remains
as strong as ever, and will continue to invest in the business and its people in order to implement the Bytes
Group’s long-term strategy for growth.

5 Comparability of Results

On 28 September 2017, the Bytes Group acquired 100 per cent. of the issued share capital of Blenheim
Group Limited, the holding company of Phoenix, for total cash consideration of £35.9 million. The Bytes
Group's audited consolidated financial information includes the operating results of the Phoenix business
only from that date. Therefore, the comparability of the Bytes Group's results of operations for FY18 with
subsequent financial years is significantly impacted as it includes only a partial year's trading results for
the Phoenix business.

In FY18, the Bytes Group incurred acquisition related costs in respect of its acquisition of the Phoenix
business. These costs were incurred only in FY18 and so have been reported under non-underlying
items in the Bytes Group's audited consolidated financial information, so as not to distort the underlying
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performance of the group in FY18 when compared to other periods reported within the Bytes Group's
audited consolidated historical financial information. Non-underlying items are defined as those items that,
by virtue of their nature, size or expected frequency, warrant separate additional disclosure in the historical
financial information in order to fully understand the underlying performance of the Bytes Group.

6 Description of Key Line Items
6.1 Revenue
The chart below sets out the Bytes Group's revenue model and the revenue recognition principles applied

to each of its product categories.

Total revenue IFRS Gross Profit

Net revenue No costs of
recognised ‘ sales

‘Gross revenue Cost of Gross profit
Charged as principal ‘ recognised ‘ software sales ‘ from software
sales

Charged as agent

Indirect
Software (%

Direct
Softwarel?)

Netrevenue No costs of
recognised sale .

Gross invoiced Revenue received from Vendor

income(

Services

Net revenue from N ts of
Services 3 party QEGSES 0
Charged by Bytes to customers delivery Gross profit
rom

(typically attached to software
sales)

from services
Cost of service

delivery

house” delivery

Revenue from
Hardware -/

Gross profit

Cost of sal
st of sales =+ from Hardware

Hardware

Charged by Bytes to customers ’ -

(1) Gross invoiced income reflects gross income billed to customers adjusted for deferred and accrued revenue items.
(2) Indirect Software is invoiced by the Bytes Group.
(3) Direct Software is invoiced directly by the vendor.

The Bytes Group's revenue model is comprised of software sales (which includes indirect and direct
software sales), services sales, and hardware sales.

Software sales: With respect to software sales, the Bytes Group acts as a principal in certain contracts
with customers and as an agent in others, depending on the nature and scope of the contract, and the
Bytes Group's management applies judgment in determining whether it acts as an agent or as a principal
in these contracts.

Direct software sales are invoiced directly by the vendor, and the Bytes Group is considered to be acting
as agent because it does not control the product or service prior to its delivery to the customer. Revenue is
received from the vendor, and is recognised as net revenue; no cost of sales is incurred in connection with
direct software sales.

Indirect software sales are invoiced by the Bytes Group and are charged as an agent or principal. When
charged as an agent, net revenue is recognised; however, when charged as a principal, gross revenue is
recognised and cost of sales is incurred. For indirect software sales related to cloud based licences and
licences with critical updates, the Bytes Group is considered to be acting as agent, because these products
require the ongoing involvement of the vendor. For indirect software sales related to perpetual licences,
subscription licences and software assurance, the Bytes Group is considered to be acting as principal,
because the Bytes Group has primary responsibility for fulfilling the customer's order, assumes inventory
risk in the event of cancellation of the sale, has discretion to establish the selling price and is not rewarded
in the form of commission.

With the exception of cloud based licences, the Bytes Group recognises all software revenue when its
performance obligations are fully satisfied, being the point the licences are delivered and control of the
software passes to the customer. For cloud based licences, the Bytes Group has ongoing performance
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obligations with respect to customer usage of the software, and revenue is therefore recognised in the
month the customer usage takes place based on an estimate of the amount due, with any adjustments
being made in the following month.

Services sales: Internally provided services comprise the provision of consulting services using the Bytes
Group's internal resources and include helpdesk support, cloud migration, implementation of security
solutions, infrastructure and software asset management services. The Bytes Group recognises revenue
from internally provided services on a gross basis, as it is deemed to be acting as principal in these
transactions.The Bytes Group recognises this revenue over time, based on contracts entered with
customers that cover a specific period during which the services are provided. The revenue is measured
by reference to the hours expended to the measurement date and the day rates specified in the relevant
contract.

For externally provided services through third-party contractors, the Bytes Group is deemed to be acting as
agent and recognises revenue on a net basis (i.e., net of amounts paid to the third-party service providers).
Externally provided services revenue is recognised at the point the contract with the customer is signed,
because the Bytes Group's performance obligations to the customer are fully satisfied at that point with the
remaining ongoing performance obligations to be fulfilled by the third-party service provider.

Hardware sales: Hardware sales comprise the sale of hardware items such as servers, laptops and
devices. For sales of hardware, the Bytes Group is deemed to be acting as principal, and revenue is
recognised on a gross basis with costs of sales incurred. Revenue from hardware sales is recognised on
delivery when control has passed to the buyer.

6.2 Cost of sales

The Bytes Group's software sales are either indirect or direct. When sales are indirect and charged as
principal, gross revenue is recognised and cost of sales is incurred. Cost of sales for services includes a
third party service delivery cost, and cost of sales for hardware includes the cost of goods sold. Cost of
sales also includes staff costs relating to staff who are deemed to be directly associated with the provision
of services.

The Bytes Group earns rebates from key vendors and distributors on resales of their products, and such
payments are usually based on a percentage of the purchase value with pre-agreed commercial terms
between the Bytes Group and the respective vendor or distributor. The Bytes Group recognises rebate
income as a credit to cost of sales in the period it is earned, and it therefore impacts gross profit.

6.3 Administrative expenses
Administrative expenses comprises staff costs (including both base remuneration and commissions),

depreciation, amortisation and other administrative expenses (primarily related to office costs (IT and office
systems), building costs, recruitment costs, travel costs and professional fees).

6.4 Finance income/(costs)
Finance income comprises interest income on funds invested. Interest income is recognised as it accrues
in profit or loss using the effective interest method.

Finance costs comprise interest expense on borrowings and the unwinding of the discount on lease
liabilities, that are recognised in profit or loss using the effective interest method.

6.5 Income tax expense
Income tax expense for the period is the tax payable on the current period’s taxable income, based on the

applicable income tax rate for each jurisdiction, adjusted by changes in deferred tax assets and liabilities
attributable to temporary differences and to unused tax losses.

7 Results of Operations
The following discussion and analysis of the Bytes Group's results of operations and financial condition for

each of the financial years ended 28 February 2018, 28 February 2019 and 29 February 2020 and for the
six months ended 31 August 2019 and 2020 is based on the Bytes Group's historical results.

Consolidated statement of profit or loss

Year ended Six months ended

28 February 28 February 29 February 31 August 31 August
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2018 2019 2020 2019 2020

£'000
(unaudited)

Revenue 321,892 349,658 373,103 205,045 221,222
Cost of sales (278,347) (286,045) (293,886) (165,111) (174,843)
Gross profit 43,545 63,613 79,217 39,934 46,379
Administrative expenses (33,307) (44,918) (49,373) (24,172) (26,849)
Operating profit 10,238 18,695 29,844 15,762 19,530
Finance income 20 85 158 85 24
Finance costs (58) (1) (82) (41) (40)
Finance income/(costs) - net (38) 84 76 44 (16)
Profit before taxation 10,200 18,779 29,920 15,806 19,514
Income tax expense (2,111) (3,643) (5,762) (3,074) (3,757)
Profit for the period attributable to owners 8,089 15,136 24,158 12,732 15,757
of the Company

Basic earnings per Ordinary Share 809 1,514 2,416 1,273 1,576
Diluted earnings per Ordinary Share 728 1,362 2,174 1,146 1,418

71 Six months ended 31 August 2019 compared with six months ended 31 August 2020
7.1.1 Revenue

The following table sets out the Bytes Group's revenue by product type for the six months ended 31 August
2019 and 2020:

Six months ended 31 August

2019 2020
£'000 £'000
Unaudited
Software 182,588 197,211
Hardware 14,048 15,251
Services 8,409 8,760
Total 205,045 221,222

Revenue increased from £205.0 million for the six months ended 31 August 2019 to £221.2 million for the
six months ended 31 August 2020, representing an increase of 7.9 per cent. The increase was primarily
a result of an increase in sales, predominantly sales of software products, which accounted for 90.4 per
cent. of the increase in revenue. The growth in software sales was driven primarily by (i) strong first quarter
growth in the Bytes Group's private sector business during the early months of the COVID-19 pandemic
and an acceleration of customer IT spend in response to the rapid shift to home working due to lockdown
restrictions; and (ii) strong growth in the Bytes Group's public sector business that further accelerated in the
second quarter of the period driven by three significant transactions with central government organisations.
The growth in the period included a combination of increased spend and activity by the Bytes Group's
existing customer base as well as a number of new customer wins in both the private and public sectors.

Due primarily to the ongoing shift to cloud based products, a higher proportion of the Bytes Group's
revenue was recognised on an agency basis and therefore the rate of revenue growth was lower than the
rate of gross invoiced income growth for the period. The following table sets out the Bytes Group's gross
invoiced income by product type for the six months ended 31 August 2019 and 2020:
Six months ended 31 August
2019 2020
£'000 £'000
Unaudited

Software 343,386 474,668
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Hardware 14,048 15,251
Services 12,894 15,461
Total 370,328 505,380

Gross invoiced income increased from £370.3 million for the six months ended 31 August 2019 to £505.4
million for the six months ended 31 August 2020, representing an increase of 36.5 per cent. The increase
was primarily a result of an increase in software sales, which accounted for 97.2 per cent. of the increase
in gross invoiced income for the period.

7.1.2 Costof sales

Cost of sales increased from £165.1 million for the six months ended 31 August 2019 to £174.8 million for
the six months ended 31 August 2020, representing an increase of 5.9 per cent. The increase was primarily
a result of increased sales of software products, services and hardware in the corresponding period.

7.1.3 Gross Profit

Gross profit increased from £39.9 million for the six months ended 31 August 2019 to £46.4 million for the
six months ended 31 August 2020, representing an increase of 16.1 per cent., which was driven primarily
by the increase in gross invoiced income and revenue for the reasons discussed above as well as an
increase in rebates earned during the period.

The Bytes Group earned rebates of £14.7 million for the six months ended 31 August 2019, which
decreased to £14.1 million for the six months ended 31 August 2020, representing a decrease of 4.4 per
cent. Rebates declined as a percentage of gross profit from 36.8 per cent. in the six months ended 31
August 2019 to 30.3 per cent. in the six months ended 31 August 2020, primarily as a result of the effects
of changes made to the Microsoft rebate scheme applicable to all VARs.

7.1.4 Administrative expenses

The following table sets out the Bytes Group's administrative expenses for the six months ended 31 August
2019 and 2020.

Six months ended 31 August

2019 2020
£000
Staff costs (20,403) (22,250)
Other administrative expenses (2,495) (3,259)
Depreciation (469) (535)
Amortisation (805) (805)
Total administrative expenses (24,172) (26,849)

Total administrative expenses increased from £24.2 million for the six months ended 31 August 2019
to £26.8 million for the six months ended 31 August 2020, representing an increase of 11.1 per cent.,
which was due primarily to increases in staff costs and other administrative expenses. Despite the overall
increase, total administrative expenses as a percentage of gross profit decreased from 60.5 per cent. for
the six months ended 31 August 2019 to 57.9 per cent. for the six months ended 31 August 2020.

Staff costs are the largest component of the Bytes Group's administrative expenses, representing 84.4 per
cent. and 82.9 per cent. of total administrative expenses for the six months ended 31 August 2019 and
2020, respectively. Staff costs attributable to administrative expenses increased from £20.4 million for the
six months ended 31 August 2019 to £22.3 million for the six months ended 31 August 2020, representing
an increase of 9.1 per cent. The increase in staff costs in the period was primarily a result of increased
average headcount from 587 for the six months ended 31 August 2019 to 627 for the six months ended
31 August 2020, which in turn resulted in an increase in overall salaries and commissions paid. Increased
sales in the period also contributed to the higher commissions paid.

Other administrative expenses increased from £2.5 million for the six months ended 31 August 2019 to
£3.3 million for the six months ended 31 August 2020, representing an increase of 32.0 per cent. The
increase was primarily a result of increased costs relating to IT systems and software support as a result
of the shift to home working during the lockdown restrictions put in place during the early months of the
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COVID-19 pandemic and was partially offset by reductions in travel and entertainment expenses.

7.1.5 Finance income/(costs)

Net finance income decreased from £0.04 million for the six months ended 31 August 2019 to a £0.02
million net finance cost for the six months ended 31 August 2020. This decrease in finance income was
primarily due to less interest received on cash balances on deposit.

7.1.6 Income tax expense

Income tax expense increased from £3.1 million for the six months ended 31 August 2019 to £3.8 million
for the year ended 31 August 2020, representing a year-on-year increase of 22.6 per cent. The increase
was primarily driven by the Bytes Group's taxable revenue growth.

For the six months ended 31 August 2019 and 31 August 2020, the Bytes Group had an effective tax rate
of 19.5 per cent. and 19.3 per cent., respectively.

7.2 Year ended 28 February 2018 compared with year ended 28 February 2019 and year ended
29 February 2020

7.2.1 Revenue

The following table sets out the Bytes Group's revenue by product type for the years ended 28 February
2018, 28 February 2019 and 29 February 2020:

Year ended
28 February 2018 28 February 2019 29 February 2020
£'000 £'000 £'000
Software 300,728 310,235 326,439
Hardware 11,231 25,272 29,576
Services 9,933 14,151 17,088
Total 321,892 349,658 373,103

Revenue increased from £321.9 million for the year ended 28 February 2018 to £349.7 million for the year
ended 28 February 2019 and to £373.1 million for the year ended 29 February 2020, representing year-
on-year increases of 8.6 per cent. and 6.7 per cent., respectively, primarily as a result of increased sales
of software products and, in the year ended 28 February 2019, increased sales of hardware.

Software revenue increased from £300.7 million for the year ended 28 February 2018 to £310.2 million for
the year ended 28 February 2019 and to £326.4 million for the year ended 29 February 2020, representing
year-on-year increases of 3.2 per cent. and 5.2 per cent., respectively. The growth in sales of software
products accounted for 34.2 per cent. and 69.1 per cent. of the increase in revenue in the years ended 28
February 2019 and 29 February 2020, respectively. The growth in software sales was driven primarily by
an increase in full-time sales staff from an average of 170 in the financial year ended 28 February 2018
to 255 in the financial year ended 29 February 2020, as well as favourable macro-economic conditions
leading to increased IT spend by the Bytes Group's customers, particularly on cloud based products. The
increase between the financial years ended 28 February 2018 and 2019 was also due to the effect of a
full-year's trading of the Phoenix business, which was acquired in September 2017.

Due primarily to the ongoing shift to cloud based products, a higher proportion of the Bytes Group's
revenue was recognised on an agency basis in each successive year, and its year-on-year rate of
revenue growth was therefore lower than its year-on-year rate of gross invoiced income growth for the
corresponding periods. The following table sets out the Bytes Group's gross invoiced income by product
type for the years ended 28 February 2018, 28 February 2019 and 29 February 2020:

Year ended
28 February 2018 28 February 2019 29 February 2020
£'000 £'000 £'000
Software 315,121 500,925 665,147
Hardware 11,231 25,272 29,576
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Services 17,076 23,173 27,431
Total 343,428 549,370 722,154

Gross invoiced income increased from £343.4 million for the year ended 28 February 2018 to £549.4
million for the year ended 28 February 2019 and to £722.2 million for the year ended 29 February 2020,
representing year-on-year increases of 60.0 per cent. and 31.5 per cent., respectively. The increases in
each year reflect principally the Bytes Group's increase in sales, primarily in software products which
accounted for 90.2 per cent. and 95.0 per cent. of the increase in gross invoiced income in the years ended
28 February 2019 and 29 February 2020, respectively.

7.2.2 Costof sales

Cost of sales increased from £278.3 million for the year ended 28 February 2018 to £286.0 million for the
year ended 28 February 2019 and to £293.9 million for the year ended 29 February 2020, representing
year-on-year increases of 2.8 per cent. and 2.8 per cent., respectively. The increases in each year were
primarily a result of increased sales of software and hardware products in the corresponding year.

7.2.3 Gross Profit

Gross profit increased from £43.5 million for the year ended 28 February 2018 to £63.6 million for the
year ended 28 February 2019 to £79.2 million for the year ended 29 February 2020, representing year-on-
year increases of 46.1 per cent. and 24.5 per cent., respectively. The increase in gross profit was driven
primarily by the increase in gross invoiced income and revenue for the reasons discussed above as well
as an increase in rebates earned during the period.

The Bytes Group earned rebates of £15.1 million for the year ended 28 February 2018, £21.5 million for
the year ended 28 February 2019 and £24.6 million for the year ended 29 February 2020, representing
year-on-year increases of 42.4 per cent. and 14.4 per cent., respectively, which were driven primarily by
increased sales. Over the same period rebates have declined as a percentage of gross profit from 34.7
per cent. in the year ended 28 February 2018 to 31.1 per cent. in the year ended 29 February 2020, which
was primarily a result of changes made to the Microsoft rebate scheme applicable to all VARs.

7.2.4 Administrative expenses

The following table sets out the Bytes Group's administrative expenses for the years ended 28 February
2018, 28 February 2019 and 29 February 2020.

Year ended
28 February 2018 28 February 29 February

2019 2020

£000
Staff costs (27,092) (36,540) (40,885)
Other administrative expenses (5,052) (6,106) (5,904)
Depreciation (492) (662) (974)
Amortisation (671) (1,610) (1,610)
Total administrative expenses (33,307) (44,918) (49,373)

Total administrative expenses increased from £33.3 million for the year ended 28 February 2018 to £44.9
million for the year ended 28 February 2019 to £49.4 million for the year ended 29 February 2020,
representing year-on-year increases of 34.9 per cent. and 9.9 per cent., respectively, due primarily to
increases in staff costs. Despite the overall increase, total administrative expenses as a percentage of
gross profit decreased from 76.5 per cent. for the year ended 28 February 2018 to 70.6 per cent. for the
year ended 28 February 2019 and further decreased to 62.3 per cent. for the year ended 29 February
2020.

Staff costs are the largest component of the Bytes Group's administrative expenses, representing 81.3 per
cent., 81.3 per cent. and 82.8 per cent. of total administrative expenses for the years ended 28 February
2018, 28 February 2019 and 29 February 2020, respectively. Staff costs attributable to administrative
expenses increased from £27.1 for the year ended 28 February 2018 to £36.5 million for the year ended 28
February 2019 to £40.9 million for the year ended 29 February 2020, representing year-on-year increases
of 34.9 per cent. and 11.9 per cent., respectively. The year-on-year increases in staff costs were driven
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primarily by an increase in headcount from an average headcount of 392 for the year ended 28 February
2018 to 597 for the year ended 29 February 2020, which in turn resulted in an increase in overall salaries
and commissions paid. For the year ended 28 February 2019, the majority of the headcount increase was
attributable to the full year effect of the acquisition of the Phoenix business. Increased sales in the period
also contributed to the higher commissions paid.

Other administrative expenses increased from £5.1 million for the year ended 28 February 2018 to £6.1
million for the year ended 28 February 2019, representing an increase of 19.6 per cent., which was
primarily a result of increased office and building costs due to the full year effect of the acquisition of the
Phoenix business. Other administrative expenses decreased to £5.9 million for the year ended 29 February
2020, representing a decrease of 3.3 per cent. from the previous year, which was primarily a result of
lower building costs (following the adoption of IFRS 16), marketing costs, recruitment costs (following a
recruitment drive at Phoenix during FY19) and motor lease costs, partially offset by an increase in office
costs.

7.2.5 Finance income/(costs)

For the year ended 28 February 2018 the Bytes Group had finance costs of £0.04 million compared to
finance income of £0.08 million for the year ended 28 February 2019, which was primarily a result of
increased interest received on cash balances on deposit. Finance income decreased slightly to £0.08
million for the year ended 29 February 2020 primarily due to the interest expense component of lease
liability as a result of the adoption of IFRS 16, which was partially offset by increased interest income on
cash balances on deposit.

7.2.6 Income tax expense

Income tax expense increased from £2.1 million for the year ended 28 February 2018 to £3.6 million for
the year ended 28 February 2019 to £5.8 million for the year ended 29 February 2020, representing year-
on-year increases of 71.4 per cent. and 61.1 per cent., respectively. The increase was primarily driven by
the Bytes Group's taxable revenue growth.

For the years ended 28 February 2018, 28 February 2019 and 29 February 2020, the Bytes Group had an
effective tax rate of 20.7 per cent., 19.4 per cent. and 19.3 per cent., respectively, compared to a statutory
rate of 19 per cent., 19 per cent. and 19 per cent., respectively. The Directors and the Proposed Directors
expect the Bytes Group's income tax expense will be in line with the UK corporation tax rate in the medium
term.

8 Liquidity and Capital Resources
8.1 Overview

The Bytes Group's principal liquidity needs are to fund the day-to-day requirements of its operations and,
when deemed appropriate, pay dividends. The Bytes Group finances its operations primarily through cash
generated from operating activities, and cash is held primarily in pounds sterling.

8.2 Cash Flows

The following table sets out the Bytes Group's consolidated statement of cash flows.

Year ended 6 months ended
28 February 28 February 29 February 31 August 31 August
2018 2019 2020 2019 2020
£'000

Cash flows from operating activities (unaudited)
Profit before taxation 10,200 18,779 29,920 15,806 19,514
Adjustments for:
Depreciation and amortisation 1,163 2,272 2,584 1,274 1,340
Loss on disposal of property, plant and 4 3 10 - 18
equipment
Non-cash employee benefits expense - 144 338 271 120 154
share based payments
Finance (income)/costs - net 38 (84) (76) (44) 16
(Increase)/decrease in contract assets (1,202) (4,750) 2,971 882 (2,327)
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Increase in trade and other receivables (13,808) (8,291) (22,496) (6,358) (22,174)

(Increase)/decrease in inventories (1,031) 1,567 (594) (631) (58)
Increase/(decrease) in trade and other 17,363 16,257 27,586 (15,463) 14,109
payables

Increase/(decrease) in contract liabilities 87 3,801 1,523 5,665 (545)
Cash generated from operations 12,784 29,892 41,699 1,251 10,047
Interest received 20 85 158 85 24
Interest paid (58) (1) (2) (1) (2)
Income taxes paid (1,934) (3,081) (4,784) (2,099) (6,444)
Net cash inflow (outflow) from operating 10,812 26,895 37,071 (764) 3,625
activities

Cash flows from investing activities

Payments for acquisition of subsidiary, net of (31,938) - - - -
cash acquired

Payments for property, plant and equipment (227) (1,063) (1,745) (521) (322)
Net cash outflow from investing activities (32,165) (1,063) (1,745) (521) (322)
Cash flows from financing activities

Principal elements of lease payments - - (207) (70) (132)
Dividends paid to company shareholders - (6,500) (13,800) (4,800) (18,600)
Net cash outflow from financing activities - (6,500) (14,007) (4,870) (18,732)
Net increase in cash and cash equivalents (21,353) (19,332) (21,319) (6,155) (15,429)
Cash and cash equivalents at the beginning 28,059 6,706 26,038 26,038 47,357
of the financial year

Cash and cash equivalents at end of year 6,706 26,038 47,357 19,883 31,928

8.2.1 Cash flows from Operating Activities

Net cash from operating activities increased from an outflow of £0.8 million for the six months ended 31
August 2019 to an inflow of £3.6 million for the six months ended 31 August 2020, which was primarily a
result of increases in trade and other payables and profit before taxation, partially offset by an increase in
trade and other receivables and income taxes paid. The increase in income taxes paid for the six months
ended 31 August 2020 was primarily due to a change in payment schedules made by HMRC.

Net cash generated from operating activities increased from £10.8 million for the year ended 28 February
2018 to £26.9 million for the year ended 28 February 2019, representing a year-on-year increase of
149.1 per cent. This increase was primarily due to increases in profit before taxation and depreciation
and amortisation, a decrease in inventories compared to an increase in the previous financial year and a
decrease in trade and other receivables. This was partially offset by an increase in income taxes paid as a
result of the increase in profit before tax.

Net cash generated from operating activities increased from £26.9 million for the year ended 28 February
2019 to £37.1 million for the year ended 29 February 2020, representing a year-on-year increase of 37.8
per cent. The increase primarily reflects increases in profit before taxation and trade and other payables,
which was partially offset by an increase in trade and other receivables and an increase in income taxes
paid as a result of the increase in profit before tax.

8.2.2 Cash flows from Investing Activities

Net cash outflow from investing activities decreased by 40.0 per cent. from £0.5 million for the six months
ended 31 August 2019 to £0.3 million for the six months ended 31 August 2020 as a result of a decrease
in payments for property, plant and equipment.

Net cash outflow used from investing activities decreased by 96.6 per cent. from £32.2 million for the year
ended 28 February 2018 to £1.1 million for the year ended 28 February 2019, primarily due to payment for
the acquisition of the Phoenix business in September 2017, and then increased by 54.5 per cent. to £1.7
million for the year ended 29 February 2020 primarily as a result of an increase in payments for property,
plant and equipment due to the refurbishment and modernisation of the Phoenix office.

8.2.3 Cash flows from Financing Activities

Net cash outflow from financing activities increased from £4.9 million for the six months ended 31 August
2019 to £18.7 million for the six months ended 31 August 2020, as a result of an increase in dividends paid
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by Bytes UK to its shareholder, Bytes SA.

Net cash used from financing activities increased from nil for the year ended 28 February 2018 to £6.5
million for the year ended 28 February 2019 and to £14.0 million for the year ended 29 February 2020,
as a result of dividends of £6.5 million and £13.8 million paid to Bytes UK's shareholder, Bytes SA, in the
years ended 28 February 2019 and 29 February 2020, respectively. No dividends were declared or paid in
the year ended 28 February 2018.

8.3 Contractual Obligations

The following table sets out the Bytes Group's contractual obligations as at the date of this Registration
Document. The operating lease obligations represent future minimum rentals payable under non-
cancellable operating leases for office space in Reading and Manchester. Under the terms of the Demerger
SPA, the Company is required to pay £14.3 million in cash and issue the Bytes UK Management
Consideration Shares to Bytes UK Management.

Less than 1 More than 5
Total year 1-5years years
Contractual obligation £'000
Operating lease obligations 1,797 302 920 575
Demerger SPA 14,300 14,300 - -
Total 16,097 14,602 920 575

8.4 Capital Expenditure

The table below sets out the Bytes Group's capital expenditure for the years ended 28 February 2018, 28
February 2019 and 29 February 2020 and the six months ended 31 August 2019 and 2020.

Six months
Year ended ended
28 February 28 February 29 February 31 August
2018 2019 2020 2020
£'000

Freehold land and buildings - 120 896 62
Computer equipment 143 339 454 90
Furniture, fittings and equipment 84 471 353 27
Computer software - 101 13 -
Motor vehicles - 32 29 143
Total 227 1,063 1,745 322

85 Financing Arrangements and Contingent Liabilities

The Bytes Group's borrowing and credit facilities include the HSBC Invoice Discounting Facility. For further
details on the terms of the facility, see paragraph 11.3 of Part 11 "Additional Information". The Directors
expect to have an additional £50 million (stepping down to £40 million after 1 year and £30 million after
2 years), 3 year revolving credit facility in place from completion of the proposed Demerger. Terms are
currently being finalised with the proposed lending bank.

In 2019, as part of the renegotiation of its debt financing arrangements with its lending banks, the Altron
Group entered into a long-term debt facility of R2.0 billion of which R1.6 billion was drawn as at 31 August
2020. BSS was included as a guarantor under the terms of the facility. However, no payment is expected to
be made by the Bytes Group under the guarantee, and under the terms of the Demerger SPA, BSS will be
released from the guarantee by the Altron Group upon completion of the Demerger. For further details, see
note 24 to the Bytes Group's consolidated historical financial information in Part 9 "Financial Information of
Bytes UK".
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8.6 Off-Balance Sheet Arrangements

The Bytes Group does not have any off-balance sheet arrangements.

9 Critical accounting policies and estimates

The preparation of the Bytes Group's consolidated financial statements in accordance with IFRS requires
the use of certain critical accounting estimates and management judgments concerning the future. These
are evaluated regularly and based on historical experience and other factors, including expectations of
future events and, where applicable, the opinion of experts. The principal areas where estimates and
judgements are made are as follows below.

9.1 IFRS 16 "Leases”

The Bytes Group has adopted IFRS 16, "Leases" retrospectively from 1 March 2019, but has not restated
comparatives for the previous reporting periods, as permitted under the specific transition provisions in the
standard. The reclassifications and the adjustments arising from the new leasing standard are therefore
recognised in the opening balance sheet on 1 March 2019. On adoption of IFRS 16, the group recognised
lease liabilities in relation to leases which had previously been classified as ‘operating leases’ under the
principles of IAS 17, "Leases". These liabilities were measured at the present value of the remaining lease
payments, discounted using the lessee’s incremental borrowing rate as of 1 March 2019. The weighted
average lessee’s incremental borrowing rate applied to the lease liabilities on 1 March 2019 was 4.75 per
cent. The change in accounting policy affected the following items in the balance sheet on 1 March 2019:
Right-of-use assets — increase by £1,622,000; and Lease liabilities — increase by £1,622,000. For further
details on the practical expedients applied and measurement of lease liabilities and right-of-use assets, see
note 31(b) to the Bytes Group's consolidated historical financial information in Part 9 "Financial Information
of Bytes UK".

9.2 Estimated useful lives of intangible assets

The Bytes Group recognises brands and customer relationships acquired in a business combination at
fair value at the acquisition date. They have a finite useful life and are subsequently carried at cost
less accumulated amortisation and impairment losses. For the Bytes Group's acquisition of the Phoenix
business on 29 September 2017, it has recognised customer relationships and brand intangible assets
with estimated useful lives of ten years and five years, respectively.

9.3 Estimation of recoverable amount of goodwill

Goodwill and intangible assets that have an indefinite useful life are not subject to amortisation and are
tested annually for impairment, or more frequently if events or changes in circumstances indicate that they
might be impaired. Other assets are tested for impairment whenever events or changes in circumstances
indicate that the carrying amount might not be recoverable. An impairment loss is recognised for the
amount by which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is
the higher of an asset’s fair value less costs of disposal and value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels for which there are separately identifiable cash inflows
which are largely independent of the cash inflows from other assets or groups of assets (cash-generating
units ("CGUs"). Non-financial assets other than goodwill that suffered an impairment are reviewed for
possible reversal of the impairment at the end of each reporting period.

The recoverable amount of each CGU is the higher of the CGU'’s fair value less costs of disposal and its
value in use. For each CGU and for all periods presented, the Bytes Group has assessed that the value in
use represents the recoverable amount. The future expected cash flows used in the value in use models
are based on management forecasts, typically over a five-year period, and thereafter a reasonable rate
of growth is applied based on current market conditions. For the purpose of impairment assessments of
goodwill, the goodwill balance is allocated to the operating units which represent the lowest level within the
Bytes Group at which the goodwill is monitored for internal management purposes. For a summary of the
goodwill per CGU as well as assumptions applied for impairment assessment purposes, see note 11 to the
Bytes Group's consolidated historical financial information in Part 9 "Financial Information of Bytes UK".

9.4 First-time adoption of IFRS
All of the entities included in the Bytes Group making up its opening balance sheet as at 1 March 2017

were under the common control of Altron and whose financial statements were prepared under IFRS
for all of the periods covered in the Bytes Group's consolidated historical financial information Part 9
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"Financial Information of Bytes UK". The results for all periods included in the Bytes Group's historical
financial information have been included in the consolidated financial statements of Altron and so on first-
time adoption of IFRS under the provisions of IFRS 1 and specifically appendix D16(a), the Bytes Group
has elected to measure its own assets and liabilities at the carrying amounts that would be included in
Altron's consolidated financial statements based on their date of transition, if no adjustments were made
for consolidation procedures and for the effects of the business combination in which Altron acquired the
Bytes Group. The Bytes Group does not therefore elect to apply any of the other voluntary exemptions
offered by IFRS 1, since Altron has already made the choices for the Bytes Group at its date of transition.

9.5 Revenue recognition - Principal versus agent

Significant judgement is required in determining whether the Bytes Group is acting as principal, reporting
revenue on a gross basis, or agent, reporting revenue on a net basis. The Bytes Group evaluates the
following indicators, amongst others, when determining whether it is acting as a principal or agent in the
transaction and recording revenue on a gross, or net, basis:

« whether it is primarily responsible for fulfilling the promise to provide the specified goods or service;

» whether it has inventory risk before the specified good or service has been transferred to a customer or
after transfer of control to the customer; and

« whether it has discretion in establishing the price for the specified good or service.

10 Qualitative and Quantitative Disclosure About Market Risk

The Bytes Group's operating activities expose it to a variety of market risks, including credit risk, liquidity
risk and foreign currency risk. Senior Management regularly monitor and oversee the management of
these risks and have established policies and procedures in place to ensure that the relevant risks are
identified and managed in line with the Bytes Group's policies and procedures. The policies for managing
these risks, which have been reviewed and agreed by the Board, are summarised below.

10.1 Credit risk

The Bytes Group is exposed to credit risk from its operating activities primarily for trade receivables. Credit
risk from trade receivables is managed in accordance with Bytes Group's policy to require appropriate
credit checks on potential customers before sales are made. The maximum exposure to credit risk at the
end of each reporting period is the carrying amount of each class of financial assets as set out in note 13
to the Bytes Group's consolidated historical financial information in Part 9 "Financial Information of Bytes
UK".

10.2  Liquidity risk

The Bytes Group generates positive cash flows from operating activities and these fund short-term working
capital requirements. The Bytes Group aims to maintain significant cash reserves and none of its cash
reserves are subject to restrictions. Access to cash is not restricted and all cash balances could be
drawn upon immediately if required. The Directors carefully monitor the levels of cash deposits and are
comfortable that for normal operating requirements, no external borrowings are currently required. Further
details of the Bytes Group's liquidity risk management are set out in set out in notes 1.5 and 21(b) to the
Bytes Group's consolidated historical financial information in Part 9 "Financial Information of Bytes UK".

10.3  Foreign currency risk

The Bytes Group’s policy in respect of foreign currency risk, which primarily exists as a result of foreign
currency purchases, is to either sell in the currency of purchase or maintain sufficient cash reserves in the
appropriate foreign currencies which can be used to meet foreign currency liabilities or take out forward
currency contracts to cover the exposure. The Bytes Group has taken out forward currency contracts
during the periods covered by its consolidated historical financial information, but has not recognised either
a forward currency asset or liability at each period end as the fair value of the foreign currency forwards
is considered to be immaterial to the consolidated historical financial information. Similarly, the amounts
recognised in profit or loss in relation to derivatives were considered to be too immaterial to disclose
separately.
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Ernst & Young LLP Tel: +44 20 7951 2000
1 More London Place Fax: +44 20 7951 1345
London ey.com
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working world

The Directors 2 November 2020
Bytes Technology Group plc

Bytes House,

Randalls Way,

Leatherhead,

Surrey, KT22 7TW

Dear Sirs

Bytes Technology Limited

We report on the financial information set out in section B of Part 9 for the years ended

28 February 2018, 28 February 2019 and 29 February 2020 and the six months ended

31 August 2020 (the “Financial Information”). This Financial Information has been prepared for
inclusion in the registration document dated 2 November 2020 (the “Registration Document”) of
Bytes Technology Group plc on the basis of the accounting policies set out in note 1.

This report is required by item 18.3.1 of Annex 1 of Commission Delegated Regulation (EU)
2019/980 and is given for the purpose of complying with that item and for no other purpose.

Save for any responsibility that may arise under Prospectus Regulation Rule 5.3.2R (2)(f) to
any person as and to the extent there provided, to the fullest extent permitted by law we do not
assume any responsibility and will not accept any liability to any other person for any loss
suffered by any such other person as a result of, arising out of, or in connection with this report
or our statement, required by and given solely for the purposes of complying with item 1.3 of
Annex 1 to Commission Delegated Regulation (EU) 2019/980, consenting to its inclusion in the
Registration Document.

We have not audited or reviewed the financial information for the six month period ended
31 August 2019 and accordingly do not express an opinion thereon.

Responsibilities
The Directors of the Company are responsible for preparing the Financial Information in
accordance with International Financial Reporting Standards as adopted by the European

Union.

It is our responsibility to form an opinion on the Financial Information and to report our opinion
to you.

Basis of opinion

We conducted our work in accordance with Standards for Investment Reporting issued by the
Auditing Practices Board in the United Kingdom. Our work included an assessment of

The UK Firm Ernst & Young LLP is a limited liability partnership registered in England and Wales with registered number OC300001 and is a member firm of Emst & Young Global Limited.
A list of members’ names is available for inspection at 1 More London Place, London SE1 2AF, the firm’s principal place of business and registered office. Emst & Young LLP is a multi-
disciplinary practice and is authorised and regulated by the Institute of Chartered Accountants in England and Wales, the Solicitors Regulation Authority (authorisation number 614947), the
Financial Conduct Authority (registration number 196203) and other regulators. Further details can be found at http:/www.ey.com/UK/en/Home/Legal
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evidence relevant to the amounts and disclosures in the Financial Information. It also included
an assessment of significant estimates and judgments made by those responsible for the
preparation of the Financial Information and whether the accounting policies are appropriate to
the entity's circumstances, consistently applied and adequately disclosed.

We planned and performed our work so as to obtain all the information and explanations which
we considered necessary in order to provide us with sufficient evidence to give reasonable
assurance that the Financial Information is free from material misstatement whether caused by
fraud or other irregularity or error.

Our work has not been carried out in accordance with auditing or other standards and practices
generally accepted in other jurisdictions and accordingly should not be relied upon as if it had
been carried out in accordance with those standards and practices.

Opinion

In our opinion, the Financial Information gives, for the purposes of the Registration Document,
a true and fair view of the state of affairs of Bytes Technology Limited as at the dates stated
and of its profits, cash flows and changes in equity for the periods then ended in accordance
with International Financial Reporting Standards as adopted by the European Union.
Declaration

For the purposes of item 1.2 of Annex 1 Commission Delegated Regulation (EU) 2019/980 we
are responsible for this report as part of the Registration Document and declare that, to the
best of our knowledge, the information contained in this report is in accordance with the facts
and that the report contains no omission likely to affect its import. This declaration is included

in the Registration Document in compliance with item 1.2 of Annex 1 of Commission Delegated
Regulation (EU) 2019/980 supplementing Regulation (EU) 2017/1129.

Yours faithfully
Emst L\ ourng LLF

Ernst & Young LLP
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Bytes Technology Limited’s historical financial information for the years ended 28 February 2018, 2019 and 29
February 2020 and the six-month periods ended 31 August 2019 and 2020

Consolidated Statement of profit or loss

Year ended 6-month period ended
28 28 29 Unaudited

February February February 31 August 31 August

2018 2019 2020 2019 2020

Note £000 £000 £000 £000 £000

Revenue 3 321,892 349,658 373,103 205,045 221,222

Cost of sales (278,347)  (286,045) (293,886) (165,111)  (174,843)

Gross profit 43,545 63,613 79,217 39,934 46,379

Administrative expenses 4 (33,307) (44,918)  (49,373) (24,172) (26,849)

Operating profit 10,238 18,695 29,844 15,762 19,530

Finance income 20 85 158 85 24

Finance costs (58) (N (82) 41 (40)

Finance income/(costs) - net 7 (38) 84 76 44 (16)

Profit before taxation 10,200 18,779 29,920 15,806 19,514

Income tax expense 8 (2,111) (3,643) (5,762) (3,074) (3,757)

Profit after taxation 8,089 15,136 24,158 12,732 15,757

Profit for the period attributable 8,089 15,136 24,158 12,732 15,757
to owners of the Company

£ £ £ £ £

Basic earnings per Ordinary Share 29(a) 809 1,514 2,416 1,273 1,576

Diluted earnings per Ordinary Share  29(b) 728 1,362 2,174 1,146 1,418

The statement of profit or loss and other comprehensive income has been prepared on the basis that all operations are
continuing operations.

There are no items to be recognised in other comprehensive income and hence, the group has not presented a statement of
other comprehensive income.
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Bytes Technology Limited’s historical financial information for the years ended 28 February 2018, 2019 and 29

February 2020 and six-month period ended 31 August 2020

Consolidated balance sheet

Assets

Non-current assets

Property, plant and equipment
Right-of-use assets

Intangible assets

Contract assets

Total non-current assets

Current assets

Inventories

Contract assets

Trade and other receivables
Cash and cash equivalents

Total current assets
Total assets

Liabilities
Non-current liabilities
Lease liabilities
Contract liabilities
Deferred tax liabilities

Total non-current liabilities
Current liabilities
Trade and other payables
Contract liabilities
Current tax liabilities
Lease liabilities

Total current liabilities
Total liabilities

Net assets

Equity

Issued share capital
Other reserves

Retained earnings

Total equity

As at

28 February

2018

Note £000
9 7,072

10 -
11 49,273
3(d) 294
56,639

12 1,661
3(d) 4,068
14 46,753
15 6,706
59,188

115,827

10 -
3(d) -
17 (2,285)
(2,285)

16 (72,774)
3@d) (5,882)
(1,261)

10 -
(79,917)

(82,202)

33,625

18 -
29 561
19 33,064
33,625
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As at
28 February
2019
£000

7,470

47,663

55,133

94

9,112
54,598
26,038

89,842

144,975

(2,038;
(2,038)

(89,031)
(9,683)
(2,070)

(100,784)

(102,822)

42,153

As at

29 February
2020

£000

8,521
1,332
46,053
1,056

56,962

688
5,085
77,094
47,357

130,224

187,186

(1,295)
(1,001)
(1,895)
(4,191)

(116,510)
(10,205)
(3,191)
(307)
(130,213)

(134,404)

52,782

As at
31 August
2020
£000

8,420
1,202
45,248
459

55,329

746
8,009
99,268
31,928

139,951

195,280

(1,252)
(1,475)
(1,754)
(4,481)

(130,619)
(9,186)
(645)
(256)

(140,706)

(145,187)

50,093




Bytes Technology Limited’s historical financial information for the years ended 28 February 2018, 2019 and 29
February 2020 and six-month period ended 31 August 2020

Consolidated statement of changes in equity

Attributable to owners of the Company

For the years ended 28 February 2018, 2019 and 29 February 2020:

Balance at 1 March 2017
Total comprehensive income for the year
Share-based payment transactions

Balance at 28 February 2018
Adjustment on initial application of IFRS 9 and IFRS 15
(note 14)

Restated total equity at the beginning of the financial year

Total comprehensive income for the year
Dividends paid
Share-based payment transactions

Balance at 28 February 2019

Total comprehensive income for the year
Dividends paid

Share-based payment transactions

Balance at 29 February 2020

For the six months ended 31 August 2019 (Unaudited):
Balance at 28 February 2019

Total comprehensive income for the period

Dividends paid

Share-based payment transactions

Balance at 31 August 2019

For the six months ended 31 August 2020:
Balance at 29 February 2020

Total comprehensive income for the period
Dividends paid

Share-based payment transactions

Balance at 31 August 2020
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Share Share Other Retained Total
capital premium reserves earnings equity
£000 £000 £000 £000 £000
- - 417 24,975 25,392

- - - 8,089 8,089

- - 144 - 144

- - 561 33,064 33,625

- - - (446) (446)

- - 561 32,618 33,179

- - - 15,136 15,136

- - - (6,500) (6,500)

- - 338 - 338

- - 899 41,254 42,153

- - - 24,158 24,158

- - - (13,800)  (13,800)

- - 271 - 271

- - 1,170 51,612 52,782

Attributable to owners of the Company

Share Share Other Retained Total
capital premium reserves earnings equity
£000 £000 £000 £000 £000
- - 899 41,254 42,153

- - - 12,732 12,732

- - - (4,800) (4,800)

- - 120 - 120

- - 1,019 49,186 50,205

- - 1,170 51,612 52,782

- - - 15,757 15,757

- - - (18,600)  (18,600)

- - 154 - 154

- - 1,324 48,769 50,093




Bytes Technology Limited’s historical financial information for the years ended 28 February 2018, 2019 and 29
February 2020 and six-month periods ended 31 August 2019 and 2020

Consolidated statement of cash flows

Cash flows from operating
activities

Cash generated from operations
Interest received

Interest paid

Income taxes paid

Net cash inflow/(outflow) from
operating activities

Cash flows from investing
activities

Payments for acquisition of
subsidiary, net of cash acquired
Payments for property, plant and
equipment

Net cash outflow from investing
activities

Cash flows from financing
activities

Principal elements of lease payments
Dividends paid to shareholders

Net cash outflow from financing
activities

Net increase in cash and cash
equivalents

Cash and cash equivalents at the
beginning of the financial year

Cash and cash equivalents at end
of year

Year ended 6-month period ended
Year Year Year Unaudited

ended 28 ended 28 ended 29 Period ended Period ended
February February February 31 August 31 August
2018 2019 2020 2019 2020
Note £000 £000 £000 £000 £000
20 12,784 29,892 41,699 1,251 10,047
7 20 85 158 85 24
7 (58) (1) (2) (1 (2)
8 (1,934) (3,081) (4,784) (2,099) (6,444)
10,812 26,895 37,071 (764) 3,625
23 (31,938) - - - -
9 (227) (1,063) (1,745) (521) (322)
(32,165) (1,063) (1,745) (521) (322)
10 - - (207) (70) (132)
22(b) - (6,500) (13,800) (4,800) (18,600)
- (6,500) (14,007) (4,870) (18,732)
(21,353) 19,332 21,319 (6,155) (15,429)
28,059 6,706 26,038 26,038 47,357
15 6,706 26,038 47,357 19,883 31,928
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Bytes Technology Limited’s historical financial information for the years ended 28 February 2018, 2019 and 29
February 2020 and six-month periods ended 31 August 2019 and 2020

Notes to the financial information

. Accounting policies

1.1 General information

Bytes Technology Limited (formerly known as Bytes Technology Group Limited) and together with its subsidiaries (“the
group” or “the Bytes business”) is an IT solutions provider, and a wholly owned subsidiary of Allied Electronics
Corporation Limited (“Altron” and together with its subsidiaries “Altron Group”) a South African, Johannesburg Stock
Exchange (JSE) listed technology company. In April 2020, the board of Altron announced its intention to de-merge the
Bytes business and pursue a potential London Stock Exchange (LSE) listing with a secondary JSE listing.

An IPO is expected to allow the Bytes business to:

o Execute on its growth strategy independently

e Enhance its market profile and brand recognition

e Increase employee ownership and incentivisation

Prior to the demerger, the results of Bytes Technology Limited have been consolidated into the Altron Group and no
separate group financial statements have been prepared by the group previously.

The entities included in the consolidated financial statements of the Bytes business are as follows:

Bytes Software Services Limited

Bytes Security Partnerships Limited

Blenheim Group Limited (acquired 29 September 2017)
Phoenix Software Limited (acquired 29 September 2017)
License Dashboard Limited (acquired 29 September 2017)

All of these entities are wholly owned and are all incorporated in England and Wales.

1.2 Basis of preparation

The consolidated financial statements of the group for the years ended 29 February 2020, 28 February 2019 and 2018 and
the 6-month period ended 31 August 2020 and 2019 (the “Historical Financial Information”) has been prepared
specifically for the purposes of this Registration Document and in accordance with International Financial Reporting
Standards (IFRS) and interpretations issued by the IFRS interpretations Committee (IFRS IC) as adopted by the European
Union. The Historical Financial Information has been prepared under the historical cost convention, except where
otherwise stated and is presented in the group’s presentational and functional currency of pounds sterling (*‘£°”).

This historical financial information does not constitute statutory accounts within the meaning of section 434(3) of the
UK Companies Act 2006.

The accounting policies set out below have been applied consistently to the periods presented in these consolidated
financial statements, apart from the changes to accounting policies, resulting from the implementation of new accounting
standards detailed below in note 1.7.

The group’s accounting policies have been applied consistently by all group entities.

1.3 First-time adoption of IFRS

This historical financial information, for the years ended 29 February 2020, 28 February 2019 and 2018 and 6 month
period ended 31 August 2020 and 2019, is the first the group has prepared in accordance with IFRS, with its transition
date being 1 March 2017.

As previously mentioned under note 1.1, Bytes Technology Limited is a wholly owned subsidiary of Altron. The Altron
group’s consolidated financial statements are prepared under IFRS and the Altron group adopted IFRS prior to the periods
included in the historical financial information. The results for all periods included in the historical financial information
have been included in the consolidated financial statements of Altron and so on first-time adoption of IFRS under the
provisions of IFRS 1 and specifically appendix D16(a), the group has elected to measure its own assets and liabilities at
the carrying amounts that would be included in Altron’s consolidated financial statements based on their date of transition,
if no adjustments were made for consolidation procedures and for the effects of the business combination in which Altron
acquired the group. The group does not therefore elect to apply any of the other voluntary exemptions offered by IFRS
1, since Altron has already made the choices for the group at its date of transition.
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Bytes Technology Limited’s historical financial information for the years ended 28 February 2018, 2019 and 29
February 2020 and six-month periods ended 31 August 2019 and 2020

Notes to the financial information

Since no financial statements of the group have previously been prepared, the historical financial information presented
in this report does not include any IFRS 1 first-time adoption reconciliations. Further details and a 1 March 2017 opening
balance sheet are presented in note 30.

1.4 Impact of Covid-19

The global pandemic triggered by the spread of the Covid-19 infection has created uncertainty and poses a higher risk to
the business, due to the potential impact it is having on the group’s operations and its customers. The impact of Covid-
19 was a non-adjusting post balance sheet event for the year ended 29 February 2020 but has become an adjusting event
for the period ended 31 August 2020. The group has categorised the impact of the risks as follows:

Market risk

There is a risk that an adverse impact to the world economy will potentially impact the group’s customers and its ability
to earn revenue. The group has a diversified customer base across both the corporate and public sectors, which helps
mitigate this risk to some extent.

Operational risk

The group makes significant use of technology to deliver services to its customers throughout periods of uncertainty,
including where limitations are imposed on the ability to travel and meet customers face to face. The group has agility
built into its operational model to be able to operate its sales and customer support functions remotely through the use of
emails, video conferencing and telephone advice and expects only a small degree of business disruption.

Liquidity risk

The group is aware of the potential impact Covid-19 presents on its liquidity. The group monitors cash flow forecasts on
a regular basis to ensure it can continue to manage its working capital requirements. The directors have considered
liquidity risk as one of several key dependencies when forming their going concern assessment in note 1.5. For further
information on the group’s approach to mitigating its liquidity risks, see note 21.

Credit risk

In the six-month period to 31 August 2020, the group has continued to outperform expectations and there have been no
major customer defaults during the period. Whilst this has been a very positive period for the group, the directors are still
aware of the macroeconomic uncertainty that continues to cause wider disruption to economic activity and it is at present
unknown what the longer-term impact on the business will be. The directors have placed a greater emphasis on the
group’s exposure to credit risk, increasing the group’s expected credit loss provision on its gross trade receivables by
£322k and will continue to monitor this going forward.

Impairment risk associated with goodwill carrying values

In the group’s most recent annual impairment test performed for the year ended 29 February 2020, the group has used
various down side scenarios in its sensitivity analysis to factor in the potential future impacts of Covid-19 on the future
cash flows of the business. The group adjusted the discount rate applied to these cash flows upwards by a further 1% to
simulate a down case scenario and adequate headroom was maintained, see note 11. An impairment test was not
performed at 31 August 2020. However, management did consider the value in use of its cash generating units (CGU’s)
when reviewing the group’s cash flow forecasts and was satisfied there was no impairment risk to the associated goodwill
carrying values.

1.5 Going concern

The going concern of the group is dependent on maintaining adequate levels of resources to continue to operate for the
foreseeable future. The Directors have considered a number of key dependencies which are set out in the group’s risk
management section, specifically the group’s exposure to credit risk as described in note 14 and liquidity risk, currency
risk and foreign exchange risk as described in note 21.

The directors continue to monitor the effects of the Covid-19 pandemic on the business and will react accordingly to the
associated risks presented in note 1.4.

When assessing the going concern of the group, the directors have reviewed the year to date financial actuals, as well as

detailed financial forecasts for the period up to 30 November 2021. The financial actuals include the group’s £30m
dividend payment disclosed in the group’s events occurring after the reporting period, note 26.
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Bytes Technology Limited’s historical financial information for the years ended 28 February 2018, 2019 and 29
February 2020 and six-month periods ended 31 August 2019 and 2020

Notes to the financial information

The assumptions used in the financial forecasts are based on the group’s historical performance, management’s extensive
experience of the industry and incorporate future market expectations. Taking into consideration the impact of Covid-19
on the wider economic environment, the forecasts have been conservatively assessed and stress tested to ensure that a
robust assessment of the group’s working capital and cash requirements has been performed.

Further details, including the analysis performed and conclusion reached, are set out below.
Operational and business impact of COVID-19

COVID-19’s impact on the business is described in note 1.4 of this historical financial information. In preparing its going
concern assessment, management have considered the potential future impact of COVID-19 on the business, taking into
account the limited impact it had during the period from 1 March 2020 to 31 August 2020. Over this period many
customers were transitioning to home working and responding to the impact of COVID-19 on their own businesses.
Despite this, the Bytes Group achieved strong double-digit growth in gross profit, in the six months ended 31 August
2020 compared to the six months ended 31 August 2019, albeit falling to approximately 10% growth in the second quarter
of this period.

The Directors believe that the group operates in a resilient industry and that the group has demonstrated profitable growth,
despite the pandemic, since 1 March 2020. The group's customer base incorporates a large volume of non-discretionary
spend from UK corporates as IT has become vital to establish competitive advantage in an increasingly digital age. Public
sector organisations, a large and fast-growing area of the business, have shown minimal negative sensitivity to COVID-
19 to date. The group will continue to focus on increasing its customer base and spend per customer during the going
concern period.

Liquidity and financing position

At 31 August 2020, the group held instantly accessible cash and cash equivalents of £31.9 million. Since 31 August the
group has paid a pre-IPO dividend of £30 million to its shareholder, Bytes Technology Group Proprietary Limited, a
subsidiary of Altron.

In the near term, the group will continue to rely on its existing £20 million Invoice Discounting facility (“ID Facility”)
with HSBC. The ID Facility has been in place since 2017 and was renewed in August 2020 with a 12 month term and a
rolling 3 month notice period by the bank. HSBC has confirmed that it has no intention of changing the term of the ID
Facility; however, the ID Facility is not formally committed beyond the 3 month notice period. Accordingly, the Directors
have made the conservative assumption that the ID facility will cease to be available with effect from 1 February 2021
and that the group will have no other debt facilities available to it.

There is a sufficient level of liquidity/financing headroom post stress testing and mitigation across the going concern
forecast period, defined as 12 months from the date of this document, , as outlined in more detail below.

Cross-guarantee arrangements with Altron

As disclosed in note 24 of this historical financial information, in 2019 the Altron group renegotiated its long-term debt
financing with its banks at more favourable terms. The contracting party with the banks is Alfin (Altron Treasury), and
as part of the common terms agreement, Bytes Software Services Limited (a wholly owned subsidiary included in the
Bytes Group consolidated historical financial information), along with other fellow Altron group companies, was
included as a guarantor in the event that Alfin is unable to meet its financial obligations. Until demerger from Altron,
the group will continue to be party to the Altron Group cross-guarantee arrangements described further in note 24.

In assessing the Bytes Group’s contingent liability to Altron's lenders under the cross-guarantee arrangements, the
directors have considered the level of liquidity and covenant headroom reported by Altron in its interim results on 22
October 2020, the cash flow forecast and the projected headroom on the covenants in the going concern forecast period,
together with representations from Altron relating to its own liquidity and covenant headroom after stress testing,
prepared for the purposes of its own going concern review and its declaration of an interim dividend on 22 October
2020. These projections do not assume any proceeds from the disposal of certain assets currently held for sale. The
Directors believe it to be highly unlikely that Altron’s lending syndicate would enforce the Guarantee Agreement
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Bytes Technology Limited’s historical financial information for the years ended 28 February 2018, 2019 and 29
February 2020 and six-month periods ended 31 August 2019 and 2020

Notes to the financial information

against the group in a way that threatens the liquidity position of Altron’s principal asset, and that the likelihood of this
occurring is sufficiently remote for it to be entirely discounted. The Directors have therefore assumed that there would
be no requirement for the Bytes Group to make any payment to Altron in the forecast period, whether by way of
dividend or pursuant to the guarantee arrangements.

Approach to stress testing

The going concern analysis, which was approved by the Board in October 2020 reflects the actual trading experience
through the financial year to date, as well as detailed financial forecasts for the period up to 30 November 2021. The
group has taken a measured approach to its forecasting and has balanced the expected trading conditions with available
opportunities in a resilient area of customer spend.

Given the uncertainty around the impact of COVID -19, and the continuing uncertainty around the impact of the UK
leaving the EU, the Board has also in its assessment of going concern considered the potential impact of a generalised
economic downturn leading to a greater impact on the spending patterns of the group’s customers than has been
experienced to date, and the extent to which this could give adversely affect the group’s future gross invoiced income,
adjusted operating profit and debtor days, as well as the extent to which this might be offset by savings in commissions
and bonuses and discretionary areas of spend.

Mitigating actions

There are several potential mitigating actions available to management beyond those considered in the stress testing. In
addition to the potential for more vigorous cost management and recruitment freezes than modelled, the Directors
believe that there would be scope for the group to manage its working capital position to the order of at least £10
million, through delayed payment to suppliers to mirror extended payment terms with customers, as well as further short
term supplier payment management. Such working capital support from vendors is an established feature of the reseller
market in which the group operates, with the support of the principal vendors to the group, even though the group has
historically made limited use of this.

Furthermore, the Directors consider it highly unlikely that the ID Facility will not be available beyond 31 January 2021.
Even if the existing ID Facility with the group’s relationship bank were no longer to be available, the Directors believe
that the invoice discounting market in the UK is a deep and efficient market with many suppliers. The group has, and
will continue to have under any scenario, a substantial and diversified UK-based debtor book related to the supply of
third-party industry-standard products (as opposed to bespoke products or services) which the Directors believe would
enable it to readily obtain equivalent facilities. The Directors also take comfort from the fact that the asset-backed credit
profile of its debtor book is separate and distinct from the credit profile of the group, if this were ever to be impacted
under a severe and sustained downturn. The secured nature of the ID Facility and equivalent facilities also ensure that
they are not impacted by the existence of the Guarantee Agreement.

Finally, the Directors have obtained a letter of parental support from Altron to support the Bytes Group should it require
additional liquidity during the forecast period. Notwithstanding such undertakings from Altron, the Directors have not
taken into account any potential funding from Altron.

Going concern conclusion

Based on the analysis described above, the group has sufficient liquidity headroom through the forecast period. When
stress testing is applied, Bytes Group has very minor unfunded liquidity needs at its normal seasonal low points, most
notably in February and September/October 2021. These can be mitigated by utilising any one of the mitigating actions
described above.

The Directors therefore have reasonable expectation that the Bytes Group has the financial resources to enable it to

continue in operational existence for twelve months from the date of this document. Accordingly, the Directors
conclude it to be appropriate that the Historical Financial Information be prepared on a going concern basis.

1.6 Critical accounting estimates and judgements
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Bytes Technology Limited’s historical financial information for the years ended 28 February 2018, 2019 and 29
February 2020 and six-month periods ended 31 August 2019 and 2020

Notes to the financial information

The preparation of financial statements requires the use of accounting estimates which, by definition, will seldom equal

the actual results. Management also needs to exercise judgement in applying the group’s accounting policies.

This note provides an overview of the areas that involved significant judgement or complexity. Estimates and judgements
are continually evaluated and are based on historical experience and other factors, including expectations of future events
that are believed to be reasonable under the circumstances. Detailed information about each of these estimates and
judgements is included in other notes, together with information about the basis of calculation for each affected line item

in the financial statements.

Significant estimates and judgements
The areas involving significant estimates and judgements are:

Estimation uncertainties and judgements made in relation to lease accounting following the group’s adoption of IFRS
16 ‘Leases’ on 1 March 2019, in particular the incremental borrowing rate applied to the lease liabilities and
determining lease of low-value assets not to be recognised as part of the lease liability, see note 31(c).

Estimated useful lives of intangible assets. The group acquired Blenheim Group Limited on 29 September 2017 and
in doing so recognised customer relationships and brand intangible assets with estimated useful lives of 10 years and
5 years, respectively, see note 1.24. In estimating the useful lives of these assets, the group has to consider the time
period over which it expects to receive economic benefit from the future cash flows generated from these assets and
this requires significant judgement and the use of estimates.

Estimation of recoverable amount of goodwill. The group tests annually whether goodwill has suffered any
impairment, in accordance with the accounting policy stated in note 1.18. The recoverable amounts of cash-generating
units (CGUs) have been determined based on value-in-use calculations. These calculations are based on discounted
cash flow forecasts using estimated long-term growth rates, see note 11.

Revenue recognition - Principal versus agent, see note 1.12.2

When recognising revenue, the group is required to assess whether its role in satisfying its various performance
obligations is to provide the goods or services itself (in which case it is considered to be acting as principal) or arrange
for a third party to provide the goods or services (in which case it is considered to be acting as agent). Where it is
considered to be acting as principal, the group recognises revenue at the gross amount of consideration to which it
expects to be entitled. Where it is considered to be acting as agent, the group recognises revenue at the amount of any
fee or commission to which it expects to be entitled or the net amount of consideration that it retains after paying the
other party.

For those revenue streams that involve the resale of software licences and software assurance, there is often
considerable judgment in determining whether the group is principal or agent. The group’s assessment is based
primarily upon whether it controls the goods or services prior to their transfer to the customer. However, the nature
of these products and services means that a purely control based assessment does not always lead to a clear conclusion.
Consequently, the group additionally considers the other characteristics of principal set out in IFRS 15. These include
whether the group has primary responsibility for fulfilling the contractual promises made to the customer, whether the
group assumes inventory risk and whether the group has discretion in establishing the selling price.

For direct licence sales the group is considered to be acting as agent. This is because the group does not control the
goods or services prior to their delivery to the customer. The group’s role is to facilitate the sale on behalf of the
software vendor that controls the goods or services. It is the software vendor that contracts with and subsequently
invoices the customer. The group does not set the prices paid by the customer and it is remunerated in the form of a
usage or sales-based commission.

For licence sales related to cloud services and licences with critical updates the group is considered to be acting as
agent. This is because cloud services and licences with critical updates require the significant on-going involvement
of the software vendor. The group does not control the service prior to passing it to the customer as it is provided as a
future service delivered by the vendor. Any technical and administrative services provided by the group are critically
dependent on, and so inseparable from, the service to be provided by the vendor. The group’s role is to arrange for the
cloud service/updates to be provided by another party.

For licence sales without critical upgrades or cloud services for the related perpetual licences, with or without software
assurance, the group is considered to be acting as principal. This is because the group’s performance obligation results
in it obtaining control of the licence key and/or right to software assurance benefits from the software vendor and then
transferring them to the customer. With regard to software assurance, the non-critical nature of the software updates
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means that the customer’s ability to derive benefit from the software is not dependent on the continued involvement
of the software vendor. This results in the balance of control resting more with the group than is the case with critical
updates. The group is primarily responsible for fulfilling the promise to provide the specified good or service to the
customer, as the group obtains control of the license before it is delivered to the customer and also typically has
responsibility for acceptability of the specified good or service. The group has primary responsibility for fulfilling the
contractual promises to the customer, assumes inventory risk in the event of cancellation of the sale for any reason
and has discretion in establishing the prices of the goods and services.

1.7 Changes in accounting policy and disclosures

(a) New and amended standards adopted by the group

The group has applied the following standards and amendments for the first time for the annual reporting period
commencing 1 March 2018:

e [FRS 9 Financial Instruments

e [FRS 15 Revenue and Contracts with Customers

The group also applied the following standard for the first time for the annual reporting period commencing 1 March
2019:
e JFRS 16 Leases

Adoption of IFRS 9 ‘Financial Instruments’ did not have a material impact on the amounts recognised in the financial
information. However, the group did recognise an expected credit loss provision of £446k in respect of its trade
receivables as at 1 March 2018, see notes 14 and 31(a).

The transition method to IFRS 15 and the impact on the group as a result of the transition is disclosed in note 31(b).

From 1 March 2019, the group had to change its accounting policies as a result of adopting IFRS 16 ‘Leases’. The group
elected to adopt the new rules using the modified retrospective approach recognising the cumulative effect of initially
applying the new standard on 1 March 2019. This is disclosed in note 31(c).

1.8 Principles of consolidation

Subsidiaries

Subsidiaries are all entities (including structured entities) over which the group has control. The group controls an entity
where the group is exposed to, or has rights to, variable returns from its involvement with the entity and has the ability to
affect those returns through its power to direct the activities of the entity. Subsidiaries are fully consolidated from the date
on which control is transferred to the group. They are deconsolidated from the date that control ceases.

The acquisition method of accounting is used to account for business combinations by the group, see note 1.17.

Inter-company transactions, balances and unrealised gains on transactions between group companies are eliminated.
Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the transferred asset.
Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the policies adopted
by the group.

1.9 Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision
maker.

The group has therefore determined that it has only one reportable segment under IFRS 8, which is that of ‘IT solutions
provider’.

1.10 Finance income and costs
Finance income comprises interest income on funds invested. Interest income is recognised as it accrues in profit or loss,
using the effective interest method.

Finance costs comprises interest expense on borrowings and the unwinding of the discount on lease liabilities, that are
recognised in profit or loss as it accrues using the effective interest method.
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1.11 Foreign currency translation

(i) Functional and presentation currency

Items included in the financial statements of each of the group’s entities are measured using the currency of the primary
economic environment in which the entity operates (‘the functional currency’).

(ii) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates at the dates of the
transactions. Foreign exchange gains and losses resulting from the settlement of such transactions, and from the translation
of monetary assets and liabilities denominated in foreign currencies at year end exchange rates, are generally recognised
in profit or loss. They are deferred in equity if they relate to qualifying cash flow hedges and qualifying net investment
hedges or are attributable to part of the net investment in a foreign operation.

All foreign exchange gains and losses are presented in the statement of profit or loss on a net basis, within ‘other
gains/(losses)’.

1.12 Revenue recognition

1.12.1 For the periods prior to 1 March 2018

Revenue is recognised to the extent that it is probable that economic benefits will flow to the group and the amount of
revenue can be reliably measured. Revenue is measured as the fair value of the consideration received or receivable,
excluding discounts, rebates, value added tax and other sales taxes.

The group generates revenue from both the sale of goods and the rendering of services.

The rendering of services typically involves the performance by the group of a contractually agreed task over an agreed
period of time. The services may be rendered within a single period or over more than one period.

1.12.2 For the periods from 1 March 2018 onwards
The group has applied the relevant principles of IFRS 15 Revenue from Contracts with Customers to each of its key
revenue streams as follows:

Resale of software licences and subscriptions
As a software reseller the group acts as an advisor, analysing customer requirements and designing an appropriate mix of
licences and technology. The group’s resale of software licences takes place in three principal forms:

o Direct licence sales - Under direct licence sale arrangements the group is not a party to the contract between the
software vendor and the customer. Activation of the licences, invoicing and payment all take place directly between
the software vendor and the customer.

o Licence sales — resell of software licenses and subscriptions -The group operates as reseller of a variety of cloud-
based licence products and security software, the functionality of which is critically dependent on future updates
provided by the software vendor.

e Licence sales - perpetual licences and software assurance - The group operates as reseller of a variety of perpetual
non-cloud-based products that are not critically dependent on future updates provided by the software vendor.
Alongside or separately to such licences, the group also acts as a reseller of software assurance — a package of benefits
provided by the software vendor that includes access to future (non-critical) updates at no extra cost.

Identifying the performance obligations

As a reseller, the group’s performance obligation is to deliver solutions to customers through the procurement of software
licences, software assurance and provision of value-added consulting services in connection with those licences. The
services the group provides include the design of customer-specific solutions, licence and software assurance procurement
and assistance with the negotiation and interpretation of software vendor agreements. In the context of the group’s contract
with the customer, the consulting services are highly interrelated with the software licences and software assurance. The
customer’s ability to derive benefit from the licences and software assurance is therefore dependent on those services.
The consulting services, licence products and software assurance sold cannot be distinguished from each other in the
context of the contract and so are considered to represent a single performance obligation.
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For direct licence sales, licence sales related to cloud services and licences with critical updates the group acts as agent.
As such, the group recognises revenue at the amount of commission earned, the amount retained after paying the software
vendor for the licences and services provided or, for cloud based services, the usage fee received from the software vendor.
The judgements made in arriving at this conclusion are set out at note 1.6.

For licence sales related to perpetual licences, subscription licences and software assurance the group acts as principal.
As such, the group recognises revenue at the gross amount receivable from the customer for the goods and services
provided. The judgements made in arriving at this conclusion are set out at note 1.6.

Determining the transaction price

The transaction price for resell of software licenses and subscriptions is based upon fixed commission rates set by the
software vendor applied to customer usage.

The transaction price for non-cloud-based licence sales and software assurance is fixed at the amount specified in the
contract and has no variable element.

Allocating the transaction price

When reselling software licences and/or software assurance, which together represent one performance obligation,
together with other goods and services that represent additional separate performance obligations, such as hardware, the
group allocates the total transaction by reference to the prices it charges for those goods and services when sold separately,
i.e. their stand-alone selling prices.

Recognising revenue

With the exception of revenue arising from cloud-based licence sales and services, the group recognises all licence sale
revenue on a point in time basis. This is because the group’s activities in satisfying its performance obligations do not
satisfy any of the criteria for over time revenue recognition set out in IFRS 15. As a reseller, the group’s performance
obligations are fully satisfied at the point the licences are delivered and control of the software passes to the customer.
Thereafter, the group has no on-going performance obligations.

Revenue arising from cloud-based licence sales is recognised on an over time basis, using the right-to-invoice practical
expedient available under the output method. This is because the responsibilities of the group to monitor, review and
undertake certain other on-going activities in relation to customer usage means that its performance obligation is not
satisfied at the point the licence is delivered. Rather, the customer receives and consumes the benefits of the group’s post-
sale activities as those post-sale activities are performed. The group is rewarded for its performance as the usage occurs
and revenue is recognised accordingly. Revenue is recognised in the month the usage takes place based on an estimate of
the amount due. Any adjustment that may be required is made in the following month when the amount receivable is
confirmed by the software vendor.

For licence sales other than those made on a direct basis, the group’s customer offering includes multi-year deals of
typically three years in duration. The contractual arrangements for such deals take two alternative forms - the customer
may elect to make a single up-front payment or may elect to pay through annual instalments. For up-front payment
contracts, the group recognises the total contract price when the contract is executed and invoiced because its
performance obligation is fully satisfied at that point. For annual instalment contracts, the group recognises revenue for
the amount of each instalment when it is billed. This is because, in contrast to up-front payment contracts, the group’s
performance obligation is not fully satisfied when the contract is executed. Under annual instalment plans the group is
required to undertake various contract review activities at each anniversary date and at that point the customer also has
the option of moving to a different reseller should they wish to do so. The contract term is therefore considered to be
one year as this is the period during the parties to the contract have present enforceable rights and obligations.

The rendering of services typically involves the performance by the group of a contractually agreed task over an agreed

period of time. The services may be rendered within a single period or over more than one period.

Externally provided training and consulting services
The group’s activities under this revenue stream comprise the sale of training and consulting services through third-party
contractors.

Identifying the performance obligations

The group’s sale of externally provided training and consulting services is generally distinct from other goods and services
that the group might provide to the same customer under the same or separate contracts. This is because the customer can
benefit from the services on their own or from other resources (as is evidenced by the fact that the services are provided
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by another party). Additionally, the services are not generally integrated with or dependent on other services that might
be provided to the customer.

When selling externally provided training and consulting services the group acts as agent and so recognises revenue at
the amount retained after paying the service provider for the services delivered to the customer, i.e. the gross margin
earned.

Determining the transaction price

The transaction price for training and consulting services is fixed at the amount specified in the contract and has no
variable element.

Allocating the transaction price

When selling training and consulting services provided through third-party contractors together with other goods and
services under the same or linked contracts and those goods and services represent more than one performance obligation,
the group allocates the total transaction by reference to the prices it charges for those goods and services when sold
separately, i.e. their stand-alone selling prices.

Recognising revenue

The group recognises all revenue from externally provided training and consulting services on a point in time basis. This
is because the group’s activities in satisfying its performance obligation do not satisfy any of the criteria for over time
revenue recognition set out in IFRS 15. The group’s performance obligations are fully satisfied at the point the contract
is signed. Thereafter, the group has no on-going performance obligations as these rest with the services provider.

Internally provided consulting services

The group’s activities under this revenue stream comprise the provision of consulting services using its own internal
resources. The services provided include helpdesk support, cloud migration, implementation of security solutions,
infrastructure and software asset management services.

Identifying the performance obligations

The group’s sale of internally provided consulting services is generally distinct from other goods and services that the
group might provide to the same customer under the same or separate contracts. This is because the customer can benefit
from the services on their own or from other resources. Additionally, the services are not generally integrated with or
dependent on other services that might be provided to the customer. When selling internally provided consulting services
the group acts as principal and so recognises revenue at the gross amount receivable from the customer for the services
provided.

Determining the transaction price
The transaction price for consulting services is fixed by the day rates specified in the contract and has no variable element.
Allocating the transaction price

When selling internally provided consulting services together with other goods and services under the same or linked
contracts and those goods and services represent more than one performance obligation, the group allocates the total
transaction by reference to the prices it charges for those goods and services when sold separately, i.e. their stand-alone
selling prices.

Recognising revenue

The group recognises all revenue from internally provided consulting services on an over time basis. This is because the
customer simultaneously consumes and benefits from group’s activities as the group performs. In measuring its
performance and the amount of revenue to be recognised, the group applies an inputs basis by reference to the hours
expended to the measurement date and the day rates specified in the contract.

Hardware sales
The group’s activities under this revenue stream comprise the sale of hardware items such as servers, laptops, and devices.
Identifying the performance obligations

The group’s sale of hardware, which is made in the capacity of principal, is generally distinct from other goods and
services that the group might provide to the same customer under the same or separate contracts. This is because the
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customer can usually benefit from the hardware either on its own or with other resources. Occasionally, the hardware may
be integrated with software licences resold by the group in such a way that the customer’s ability to benefit from the
software and hardware products is interdependent. In such instances, the sale of the hardware and related licence together
represent a single performance obligation. When selling hardware, the group acts as principal and so recognises revenue
at the gross amount receivable from the customer for the hardware provided.

Determining the transaction price
The transaction price for sales of hardware is fixed at the amount specified in the contract and has no variable element.
Allocating the transaction price

When selling hardware together with other goods and services under the same or linked contracts and those goods and
services represent more than one performance obligation, the group allocates the total transaction by reference to the
prices it charges for those goods and services when sold separately, i.e. their stand-alone selling prices.

Recognising revenue

The group recognises all revenue from sales of hardware on a point in time basis. This is because the group’s activities in
satisfying its performance obligation do not satisfy any of the criteria for over time revenue recognition set out in IFRS
15. Revenue is recognised on delivery when control of the hardware passes to the customer.

Contract costs
Incremental costs of obtaining a contract

The group recognises the incremental costs of obtaining a contract when those costs are incurred. For revenue recognised
on a point in time basis, this is consistent with the transfer of the goods or services to which those costs relate. For revenue
recognised on an over time basis, the group applies the practical expedient available in IFRS 15 and recognises the costs
as an expense when incurred because the amortisation period of the asset that would otherwise be recognised is less than
one year.

Costs to fulfil a contract

The group recognises the costs of fulfilling a contract when those costs are incurred. This is because the nature those costs
does not generate or enhance the group’s resources in a way that enables it to satisfy its performance obligations in the
future and those costs do not otherwise qualify for recognition as an asset.

Contract assets

The group recognises a contract asset for revenue recognised from performance obligations satisfied in the period that has
not yet been invoiced to the customer.

Contract liabilities

The group recognises a contract liability when the customer is invoiced, or when payment is due, before the related
performance obligations of the contract are satisfied.

1.13 Rebates

Rebates from suppliers are accounted for in the period in which they are earned and are based on commercial agreements
with suppliers. Rebates earned are mainly purchase volume related and are generally short term in nature, with rebates
carned but not yet received typically relating to the preceding quarter’s trading. Rebate income is recognised in cost of
sales in the Statement of Profit or Loss and Other Comprehensive Income and rebates earned but not yet received are
included within accrued income in the Statement of Financial Position.

1.14 Non-underlying items

Non-underlying items are those items that, by virtue of their nature, size or expected frequency, warrant separate additional
disclosure in the historical financial information in order to fully understand the underlying performance of group. In the
period ended 28 February 2018, the group incurred acquisition related costs in respect of its acquisition of Blenheim
Group Limited. These costs were only incurred in 2018 and have been included within administrative expenses but have
also been disclosed separately in note 5 in the notes to the historical financial information.
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1.15 Income tax

1.15.1 Income tax for the years ended 28 February 2018, 2019 and 29 February 2020

The income tax expense or credit for the period is the tax payable on the current period’s taxable income, based on the
applicable income tax rate for each jurisdiction, adjusted by changes in deferred tax assets and liabilities attributable to
temporary differences and to unused tax losses.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the end of the
reporting period in the countries where the company and its subsidiaries operate and generate taxable income.
Management periodically evaluates positions taken in tax returns with respect to situations in which applicable tax
regulation is subject to interpretation. It establishes provisions, where appropriate, on the basis of amounts expected to be
paid to the tax authorities.

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax bases
of assets and liabilities and their carrying amounts in the consolidated financial statements. However, deferred tax
liabilities are not recognised if they arise from the initial recognition of goodwill. Deferred income tax is also not
accounted for if it arises from initial recognition of an asset or liability in a transaction other than a business combination
that, at the time of the transaction, affects neither accounting nor taxable profit or loss. Deferred income tax is determined
using tax rates (and laws) that have been enacted or substantially enacted by the end of the reporting period and are
expected to apply when the related deferred income tax asset is realised or the deferred income tax liability is settled.

Deferred tax assets are recognised only if it is probable that future taxable amounts will be available to utilise those
temporary differences and losses.

Deferred tax liabilities and assets are not recognised for temporary differences between the carrying amount and tax bases
of investments in foreign operations where the group is able to control the timing of the reversal of the temporary
differences and it is probable that the differences will not reverse in the foreseeable future.

Deferred tax assets and liabilities are offset where there is a legally enforceable right to offset current tax assets and
liabilities and where the deferred tax balances relate to the same taxation authority. Current tax assets and tax liabilities
are offset where the entity has a legally enforceable right to offset and intends either to settle on a net basis, or to realise
the asset and settle the liability simultaneously.

Current and deferred tax is recognised in profit or loss, except to the extent that it relates to items recognised in other
comprehensive income or directly in equity. In this case, the tax is also recognised in other comprehensive income or
directly in equity, respectively.

1.15.2 Income tax for the periods ended 31 August 2019 and 2020
The group calculates the period income tax expense using the tax rate that would be applicable to the expected total annual
earnings.

1.16 Leases

1.16.1 For the periods prior to 1 March 2019

Leases in which a significant portion of the risks and rewards of ownership were not transferred to the group as lessee
were classified as operating leases. Payments made under operating leases (net of any incentives received from the lessor)
were charged to profit or loss on a straight-line basis over the period of the lease. The group did not have any finance
leases.

1.16.2 For the periods from 1 March 2019 onwards

Lessee

The group leases a property and various motor vehicles. Lease agreements are typically made for fixed periods but may
have extension options included. Lease terms are negotiated on an individual basis and contain different terms and
conditions. The lease agreements do not impose any covenants, but leased assets may not be used as security for borrowing
purposes.
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Leases are recognised as a right-of-use asset and a corresponding liability at the date at which the leased asset is available
for use by the group. Each lease payment is allocated between the liability and finance cost. The finance cost is charged
to profit or loss over the lease period to produce a constant periodic rate of interest on the remaining balance of the liability
for each period. The right-of-use asset is depreciated over the shorter of the asset's useful life and the lease term on a
straight-line basis. The group is depreciating the right-of-use assets over the lease term on a straight-line basis.

Assets and liabilities arising from a lease are initially measured at the net present value of the minimum lease payments.
The net present value of the minimum lease payments is calculated as follows:

o fixed payments, less any lease incentives receivable;

variable lease payments that are based on an index or a rate;

amounts expected to be payable by the lessee under residual value guarantees;

the exercise price of a purchase option if the lessee is reasonably certain to exercise that option; and

payments of penalties for terminating the lease, if the lease term reflects the lessee exercising that option.

The lease payments are discounted using the interest rate implicit in the lease, where this rate cannot be determined, the
group’s incremental borrowing rate is used.

Right-of-use assets are measured at cost comprising the following:

e the net present value of the minimum lease payments;

e any lease payments made at or before the commencement date less any lease incentives received; and
e any initial direct costs.

Payments associated with short-term leases and leases of low-value assets are recognised on a straight-line basis as an
expense in profit or loss. Short-term leases are leases with a lease term of 12 months or less. Low-value assets comprise
IT-equipment and small items of office furniture.

Depreciation
Depreciation is recognised in profit or loss for each category of assets on a straight-line basis over the lease term.

The estimated useful lives for the current and comparative periods are as follows:
e Buildings 8 years;
e Motor vehicles 2 to 3 years.

The depreciation methods, useful lives and residual values are reassessed annually and adjusted if appropriate. Gains and
losses arising on the disposal of leased assets are included as capital items in profit or loss.

1.17 Business combinations

The acquisition method of accounting is used to account for all business combinations. The consideration transferred for
the acquisition of a subsidiary comprises the:

e fair values of the assets transferred;

liabilities incurred to the former owners of the acquired business;

equity interests issued by the group;

fair value of any asset or liability resulting from a contingent consideration arrangement; and

fair value of any pre-existing equity interest in the subsidiary.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are, measured
initially at their fair values at the acquisition date. The group recognises any non-controlling interest in the acquired entity,
on an acquisition-by-acquisition basis, either at fair value or at the non-controlling interest’s proportionate share of the
acquired entity’s net identifiable assets.

Acquisition-related costs are expensed as incurred.

The excess of the

e consideration transferred;

e amount of any non-controlling interest in the acquired entity; and

e acquisition date fair value of any previous equity interest in the acquired entity
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over the fair value of the net identifiable assets acquired is recorded as goodwill. If those amounts are less than the fair
value of the net identifiable assets of the business acquired, the difference is recognised directly in profit or loss as a
bargain purchase.

Where settlement of any part of cash consideration is deferred, the amounts payable in the future are discounted to their
present value as at the date of exchange. The discount rate used is the group’s incremental borrowing rate, being the rate
at which a similar borrowing could be obtained from an independent financier under comparable terms and conditions.

Contingent consideration is classified either as equity or as a financial liability. Amounts classified as a financial liability
are subsequently remeasured to fair value, with changes in fair value recognised in profit or loss.

If the business combination is achieved in stages, the acquisition date carrying value of the acquirer’s previously held
equity interest in the acquiree is remeasured to fair value at the acquisition date. Any gains or losses arising from such
remeasurement are recognised in profit or loss.

1.18 Impairment of non-financial assets

Goodwill and intangible assets that have an indefinite useful life are not subject to amortisation and are tested annually
for impairment, or more frequently if events or changes in circumstances indicate that they might be impaired. Other
assets are tested for impairment whenever events or changes in circumstances indicate that the carrying amount might not
be recoverable. An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs of disposal and value in use.
For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable
cash inflows which are largely independent of the cash inflows from other assets or groups of assets (cash-generating
units). Non-financial assets other than goodwill that suffered an impairment are reviewed for possible reversal of the
impairment at the end of each reporting period.

1.19 Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty on notice of not
more than 24 hours. Cash equivalents are highly liquid investments that mature in no more than three months from the
date of acquisition and that are readily convertible to known amounts of cash with insignificant risk of change in value.

1.20 Trade receivables

Trade receivables are amounts due from customers for merchandise sold or services rendered in the ordinary course of
business. Trade receivables are recognised initially at the amount of consideration that is unconditional i.e. fair value and
subsequently measured at amortised cost using the effective interest method, less loss allowance. Prepayments and other
receivables are stated at their nominal values.

1.21 Inventories

Inventories are measured at the lower of cost and net realisable value taking into account market conditions and
technological changes. Cost is determined on the first-in first-out and weighted average cost methods. Work and contracts
in progress and finished goods include direct costs and an appropriate portion of attributable overhead expenditure based
on normal production capacity. Net realisable value is the estimated selling price in the ordinary course of business, less
the estimated costs of completion and selling expenses.

1.22 Financial instruments

1.22.1 Financial instruments under IFRS 9 (from 1 March 2018)

Financial instruments comprise investments in equity, loans receivable, trade and other receivables (excluding
prepayments), investments, cash and cash equivalents, restricted cash, non-current loans, current loans, bank overdrafts,
derivatives and trade and other payables.

Recognition

Financial assets and liabilities are recognised in the group’s statement of financial position when the group becomes a
party to the contractual provisions of the instruments. Financial assets are recognised on the date the group commits to
purchase the instruments (trade date accounting).

Financial assets are classified as current if expected to be realised or settled within 12 months from the reporting date; if
not; they are classified as non-current. Financial liabilities are classified as non-current if the group has an unconditional
right to defer payment for more than 12 months from the reporting date.
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Classification

The group classifies financial assets on initial recognition as measured at amortised cost, fair value through other
comprehensive income (FVOCI) or fair value through profit or loss (FVTPL) based on the group’s business model for
managing the financial asset and the cash flow characteristics of the financial asset.

Financial assets are classified as follows:

e Financial assets to be measured subsequently at fair value (either through other comprehensive income (OCI) or
through profit or loss); and

¢ Financial assets to be measured at amortised cost

Financial assets are not reclassified unless the group changes its business model. In rare circumstances where the group
does change its business model, reclassifications are done prospectively from the date that the group changes its business
model.

Financial liabilities are classified and measured at amortised cost except for those derivative liabilities and contingent
consideration that are measured at FVTPL.

Measurement on initial recognition

All financial assets and financial liabilities are initially measured at fair value, including transaction costs, except for those
classified as FVTPL which are initially measured at fair value excluding transaction costs. Transaction costs directly
attributable to the acquisition of financial assets or financial liabilities at FVTPL are recognised immediately in profit or
loss.

Subsequent measurement: Financial assets

Subsequent to initial recognition, financial assets are measured as described below:

e FVTPL — These financial assets are subsequently measured at fair value and changes therein (including any interest
or dividend income) are recognised in profit or loss.

e Amortised cost — these financial assets are subsequently measured at amortised cost using the effective interest method,
less impairment losses. Interest income, foreign exchange gains and losses and impairments are recognised in profit
or loss. Any gain or loss on derecognition is recognised in profit or loss.

e Equity instruments at FVOCI — these financial assets are subsequently measured at fair value. Dividends are
recognised in profit or loss when the right to receive payment is established. Other net gains and losses are recognised
in OCI. On derecognition, gains and losses accumulated in OCI are not reclassified to profit or loss.

Subsequent measurement: Financial liabilities

All financial liabilities, excluding derivative liabilities and contingent consideration, are subsequently measured at
amortised cost using the effective interest method. Derivative liabilities are subsequently measured at fair value with
changes therein recognised in profit or loss.

Derecognition

Financial assets are derecognised when the rights to receive cash flows from the assets have expired or have been
transferred and the group has transferred substantially all risks and rewards of ownership. Financial liabilities are
derecognised when the obligations specified in the contracts are discharged, cancelled or expire. On derecognition of a
financial asset or liability, any difference between the carrying amount extinguished and the consideration paid is
recognised in profit or loss.

Offsetting financial instruments

Offsetting of financial assets and liabilities is applied when there is a legally enforceable right to offset the recognised
amounts and there is an intention to settle on a net basis or realise the asset and settle the liability simultaneously. The net
amount is reported in the statement of financial position.

Impairment
The group applies the IFRS 9 simplified approach to measuring expected credit losses which uses a lifetime expected loss

allowance for all trade receivables.

To measure the expected credit losses, trade receivables have been grouped based on credit risk characteristics and the
days past due.
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The expected credit loss (ECL) rates are based on the payment profiles of sales over a 12-month period before 31 August
2020, 29 February 2020 and 1 March 2019 respectively and the corresponding historical credit losses experienced within
this period. The historical loss rates are reviewed and adjusted to reflect current and forward-looking information on
macroeconomic factors affecting the ability of the customers to settle the receivables.

Trade receivables are written off where there is no reasonable expectation of recovery. Indicators that there is no
reasonable expectation of recovery include, amongst others, the failure of a debtor to engage in a repayment plan with the
group, and a failure to make contractual payments for a period of greater than 120 days past due.

Impairment losses on trade receivables are presented as net impairment losses within operating profit. Subsequent
recoveries of amounts previously written off are credited against the same line item.

Derivatives

Derivatives are initially recognised at fair value on the date that a derivative contract is entered into as either a financial
asset or financial liability if they are considered material. Derivatives are subsequently remeasured to their fair value at
the end of each reporting period, with the change in fair value being recognised in profit or loss.

1.22.2 Accounting policies applied until 28 February 2018

The group has applied IFRS 9 retrospectively but has elected not to restate comparative information. As a result, the
comparative information provided continues to be accounted for in accordance with the group’s previous accounting
policy.

Classification

IAS 39 required financial assets to be classified in one of the following categories:
e Financial assets at fair value through profit or loss

Available-for-sale financial assets

Loans and receivables

Held-to-maturity investments

Until 28 February 2018, the group classified its financial assets as loans and receivables.

Initial and subsequent measurement
The measurement at initial recognition did not change on adoption of IFRS 9.

Subsequent to the initial recognition, loans and receivables were carried at amortised cost using the effective interest
method.

Impairment

The group assessed at the end of each reporting period whether there was objective evidence that a financial asset or group
of financial assets was impaired. A financial asset or a group of financial assets was impaired and impairment losses were
incurred only if there was objective evidence of impairment as a result of one or more events that occurred after initial
recognition of the asset (a ‘loss event’) and that loss event (or events) had an impact on the estimated future cash flows of
the financial asset or group of financial assets that could be reliably estimated.

Assets carried at amortised cost

For loans and receivables, the amount of the loss was measured as the difference between the asset’s carrying amount and
the present value of estimated future cash flows (excluding future credit losses that had not been incurred) discounted at
the financial asset’s original effective interest rate. The carrying amount of the asset was reduced and the amount of the
loss was recognised in profit or loss. If a loan or held-to-maturity investment had a variable interest rate, the discount rate
for measuring any impairment loss was the current effective interest rate determined under the contract.

If, in a subsequent period, the amount of the impairment loss decreased and the decrease could be related objectively to
an event occurring after the impairment was recognised (such as an improvement in the debtor’s credit rating), the reversal

of the previously recognised impairment loss was recognised in profit or loss.

1.23 Property, plant and equipment
Owned assets

100



Bytes Technology Limited’s historical financial information for the years ended 28 February 2018, 2019 and 29
February 2020 and six-month periods ended 31 August 2019 and 2020

Notes to the financial information

Property, plant and equipment is measured at cost less accumulated depreciation and impairment losses. When
components of an item of property, plant and equipment have different useful lives, those components are accounted for
as separate items of property, plant and equipment.

Cost includes expenditure that is directly attributable to the acquisition of the asset. Purchased software that is integral to
the functionality of the related equipment is capitalised as part of that equipment.

Subsequent costs

The group recognises in the carrying amount of an item of property, plant and equipment the cost of replacing part of such
an item when the cost is incurred, if it is probable that future economic benefits embodied within the item will flow to the
group and the cost of such item can be measured reliably. The carrying amount of the replaced item of property, plant and
equipment is derecognised. All other costs are recognised in profit or loss as an expense when incurred.

Depreciation
Depreciation is recognised in profit or loss for each category of assets on a straight-line basis over their expected useful
lives up to their respective estimated residual values. Land is not depreciated.

The estimated useful lives for the current and comparative periods are as follows:

e Buildings 20 to 50 years;

e Leasehold improvements (included in land and buildings) shorter of lease period or useful life of asset;
e Plant and machinery 3 to 20 years;

e Motor vehicles 4 to 8 years;

Furniture and equipment 5 to 20 years; and

IT equipment and software 2 to 8 years.

The depreciation methods, useful lives and residual values are reassessed annually and adjusted if appropriate. Gains and
losses arising on the disposal of property, plant and equipment are included as capital items in profit or loss.

1.24 Intangible assets

Goodwill

Goodwill is measured as described in note 1.17. Goodwill on acquisitions of subsidiaries is included in intangible assets.
Goodwill is not amortised, but it is tested for impairment annually, or more frequently if events or changes in
circumstances indicate that it might be impaired and is carried at cost less accumulated impairment losses. Gains and
losses on the disposal of an entity include the carrying amount of goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose of impairment testing. The allocation is made to those cash-
generating units or groups of cash-generating units that are expected to benefit from the business combination in which
the goodwill arose. The units or groups of units are identified at the lowest level at which goodwill is monitored for
internal management purposes.

Brands and customer relationships

Brands and customer relationships acquired in a business combination are recognised at fair value at the acquisition
date. They have a finite useful life and are subsequently carried at cost less accumulated amortisation and impairment
losses.

The useful lives for the brands and customer relationships are as follows:

e Customer relationships 10 years; and
e Brands 5 years.

Software

Costs associated with maintaining software programmes are recognised as an expense as incurred. Development costs
that are directly attributable to the design and testing of identifiable and unique software products controlled by the group
are recognised as intangible assets where the following criteria are met:

e it is technically feasible to complete the software so that it will be available for use;

e management intends to complete the software and use or sell it;

there is an ability to use or sell the software;

it can be demonstrated how the software will generate probable future economic benefits;
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e adequate technical, financial and other resources to complete the development and to use or sell the software are
available; and
o the expenditure attributable to the software during its development can be reliably measured.

Research and development
Research expenditure and development expenditure that do not meet the criteria above are recognised as an expense as
incurred. Development costs previously recognised as an expense are not recognised as an asset in a subsequent period.

1.25 Trade and other payables

Trade payables, sundry creditors and accrued expenses are obligations to pay for goods or services that have been acquired
in the ordinary course of business from suppliers. They are accounted for in accordance with the accounting policy for
financial liabilities as included above. Other payables are stated at their nominal values.

1.26 Provisions

Provisions are recognised when the group has a present legal or constructive obligation as a result of past events, for
which it is probable that an outflow of economic benefits will be required to settle the obligation, and where a reliable
estimate can be made of the amount of the obligation. Provisions are determined by discounting the expected future cash
flows at a pre-tax discount rate that reflects current market assessments of the time value of money and, where appropriate,
the risks specific to the liability.

1.27 Employee benefits

Short-term obligations

Liabilities for wages and salaries, including non-monetary benefits, annual leave and accumulating sick leave, that are
expected to be settled wholly within 12 months after the end of the period in which the employees render the related
service are recognised in respect of employees’ services up to the end of the reporting period and are measured at the
amounts expected to be paid when the liabilities are settled. The liabilities are presented as current employee benefit
obligations in the balance sheet.

Post-employment obligations

The group operates various defined contribution plans for its employees. Once the contributions have been paid the group
has no further payment obligations. The contributions are recognised as employee benefit expense when they are due.
Prepaid contributions are recognised as an asset to the extent that a cash refund or a reduction in the future payments is
available.

Termination benefits

Termination benefits are payable when employment is terminated by the group before the normal retirement date, or when
an employee accepts voluntary redundancy in exchange for these benefits. The group recognises termination benefits at
the earlier of the following dates: (a) when the group can no longer withdraw the offer of those benefits; and (b) when the
group recognises costs for a restructuring that is within the scope of IAS 37 and involves the payment of termination
benefits. In the case of an offer made to encourage voluntary redundancy, the termination benefits are measured based on
the number of employees expected to accept the offer. Benefits falling due more than 12 months after the end of the
reporting period are discounted to present value.

Share-based payments

Equity settled share-based payment incentive scheme

Share-based compensation benefits are provided to particular employees of the group via the Bytes Technology Limited
equity settled share-based payment incentive scheme and the Blenheim Group Limited equity settled share-based payment
incentive scheme. Information relating to both of these schemes is provided in note 28.

Employee shares

The fair values of shares issued under both the Bytes Technology Limited equity settled share-based payment incentive
scheme and the Blenheim Group Limited equity settled share-based payment incentive scheme are recognised as
employee benefit expenses, with corresponding increases in equity. The total amount to be expensed is determined by
reference to the fair values of the shares issued. The fair values of the shares issued are measured using generally accepted
valuation techniques.

102



Bytes Technology Limited’s historical financial information for the years ended 28 February 2018, 2019 and 29
February 2020 and six-month periods ended 31 August 2019 and 2020

Notes to the financial information

The total expenses are recognised over the vesting period, which is the period over which all the specified vesting
conditions are to be satisfied. At the end of each period, the group revises its estimates of the number of shares issued that
are expected to vest based on the non-market vesting and service conditions. It recognises the impact of the revision to
original estimates, if any, in profit or loss, with a corresponding adjustment to equity.

1.28 Share capital
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary shares are
recognised as a deduction from equity, net of any tax effects.

1.29 Dividends
Dividends paid on A ordinary shares are classified as equity and are recognised as distributions in equity.

1.30 Earnings per share

(i) Basic earnings per share

Basic earnings per share is calculated by dividing:

o the profit attributable to owners of the company, excluding any costs of servicing equity other than ordinary shares;

e by the weighted average number of ordinary shares outstanding during the financial year, adjusted for bonus elements
in ordinary shares issued during the year and excluding treasury shares

(ii) Diluted earnings per share

Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to take into account:

e the after-income tax effect of interest and other financing costs associated with dilutive potential ordinary shares; and

o the weighted average number of additional ordinary shares that would have been outstanding, assuming the conversion
of all dilutive potential ordinary shares.

1.31 Rounding of amounts
All amounts disclosed in the financial statements and notes have been rounded off to the nearest thousand, unless
otherwise stated.

. Segmental information

2(a) Description of segment

The information reported to the group’s Chief Executive, who is considered to be the chief operating decision maker for
the purposes of resource allocation and assessment of performance, is based wholly on the overall activities of the group.
The group has therefore determined that it has only one reportable segment under IFRS 8, which is that of ‘IT solutions
provider’. The group’s revenue, results, assets and liabilities for this one reportable segment can be determined by
reference to the Statement of Profit or Loss and the Balance Sheet. An analysis of revenues by product lines and
geographical regions, which form one reportable segment, is set out in note 3.

2(b) Adjusted operating profit

Adjusted operating profit excludes the effects of significant items of income and expenditure which have an impact on
the quality of earnings, such as acquisition costs, which are because of an isolated, non-recurring event. Intangible
assets amortisation specifically related to the acquisition have also been excluded. The effects of share-based payment
charges have also been excluded.

Adjusted operating profit reconciles to operating profit as follows:

6-month 6-month

Year Year Year period period
ended 28 ended 28  ended 29 ended 31 ended 31
February  February February August August
2018 2019 2020 2019 2020
Unaudited
Notes £000 £000 £000 £000 £000
Adjusted operating profit 11,480 20,643 31,725 16,687 20,489
Share-based payment charges 28 (144) (338) 271) (120) (154)
Acquired intangible amortisation 4 (671) (1,610) (1,610) (805) (805)
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Acquisition costs 5 (427) - - - -

Operating profit 10,238 18,695 29,844 15,762 19,530

3. Revenue from contracts with customers
3(a) Disaggregation of revenue from contracts with customers:
The group derives revenue from the transfer of goods and services in the following major product lines and geographical
regions:

6-month 6-month
Year Year Year period period
ended 28 ended 28 ended 29 ended 31 ended 31
February  February February August August
2018 2019 2020 2019 2020

Unaudited
Revenue by product £000 £000 £000 £000 £000
Hardware 11,231 25,272 29,576 14,048 15,251
Software 300,728 310,235 326,439 182,588 197,211
Services 9,933 14,151 17,088 8,409 8,760

Total revenue from contracts with customers 321,892 349,658 373,103 205,045 221,222

Hardware
The group’s hardware revenue comprises the sale of items such as servers, laptops and other devices.

Software
The group’s software revenue comprises the sale of various types of software licenses (including both cloud-based and
non-cloud-based licenses), subscriptions and software assurance products.

Services
The group’s services revenue comprises the sale of externally provided training and consulting services through third-

party contractors and internally provided consulting services through its own internal resources.

6-month 6-month

Year Year Year period period
ended 28 ended 28  ended 29 ended 31 ended 31
February  February February August August
2018 2019 2020 2019 2020

Revenue by geographical regions:
United Kingdom 299,332 329,059 352,458 195,405 212,810
Europe 19,455 17,798 17,720 8,694 7,083
Rest of world 3,105 2,801 2,925 946 1,329

321,892 349,658 373,103 205,045 221,222
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6-month 6-month

Year Year Year period period

ended 28 ended 28 ended 29 ended 31 ended 31

February  February February August August

2018 2019 2020 2019 2020

Unaudited

3(b) Gross invoiced income by type: £000 £000 £000 £000 £000
Hardware 11,231 25,272 29,576 14,048 15,251
Software 315,121 500,925 665,147 343,386 474,668
Services 17,076 23,173 27,431 12,894 15,461

343,428 549,370 722,154 370,328 505,380

Gross invoiced income 343,428 549,370 722,154 370,328 505,380
Revenue recognised as agent (21,536) (199,712)  (349,051) (165,283) (284,158)
Revenue 321,892 349,658 373,103 205,045 221,222

Gross invoiced income reflects gross income billed to customers adjusted for deferred and accrued revenue items. The
group will continue to report gross invoiced income as an alternative financial KPI as management believes this measure
allows a better understanding of business performance and position.

6-month 6-month

Year Year Year period period

ended 28 ended 28 ended 29 ended 31 ended 31

February  February February August August

2018 2019 2020 2019 2020

Unaudited

3(c) Revenue derived from a single external £000 £000 £000 £000 £000
customer:

Software - 27,729 42,605 32,692 45,791

- 27,729 42,605 32,692 45,791

3(d) Presentation of accrued revenue and deferred revenue
Accrued revenue amounts both non-current and current for all periods have been presented separately in the balance
sheet as contract assets.

Deferred revenue amounts both non-current and current for all periods have been presented separately in the balance
sheet as contract liabilities.
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. Material profit or loss items

The group has identified a number of items included within administrative expenses which are material due to the
significance of their nature and/or amount. These are listed separately here to provide a better understanding of the
financial performance of the group:

6-month 6-month

Year Year Year period period
ended 28 ended 28 ended 29 ended 31 ended 31
February  February  February August August

2018 2019 2020 2019 2020

Unaudited
£000 £000 £000 £000 £000
Depreciation of property, plant and equipment 492 662 684 323 405
Depreciation of right-of-use assets - - 290 146 130
Loss on disposal of property, plant and equipment 4 3 10 - 18
Amortisation of acquired intangible assets 671 1,610 1,610 805 805
Consulting fees 1,075 537 946 346 989
Operating lease charges: 381 684 78 54 122
Property 379 491 75 53 122
Plant, equipment and vehicles 2 193 3 1 -
Foreign exchange (gains)/losses: (24) (135) (24) (32) 6
Gains (24) (145) (28) (32) -
Losses - 10 4 - 6

. Non-underlying items
6-month 6-month
Year Year Year period period
ended 28 ended 28 ended 29 ended 31 ended 31
February February February August August

2018 2019 2020 2019 2020
Unaudited
£000 £°000 £000 £000 £000
Acquisition related costs 427 - - - -
427 - - - -

Items included in administrative expenses that are material, either because of size or their nature and that are non-recurring
are considered as non-underlying items. The group incurred acquisition related costs of £427,000 in 2018 in respect of its
acquisition of Blenheim Group Limited. Further details relating to this acquisition are provided in note 23.
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. Employees

6-month 6-month
Year Year Year period period
ended 28 ended 28 ended 29 ended 31 ended 31
February  February  February August August
2018 2019 2020 2019 2020
Unaudited
Employee benefit expense: £°000 £000 £000 £000 £000
Employee remuneration (including directors’ 17,486 24,088 26,960 13,054 14,256
remuneration)
Commissions and bonuses 9,762 13,224 15,023 7,800 8,396
Social security costs 3,230 4,291 4,694 2,344 2,582
Pension costs 469 632 918 444 508
Share-based payments expense 144 338 271 120 154
31,091 42,573 47,866 23,762 25,896
Classified as follows:
Cost of sales 3,999 6,033 6,981 3,359 3,646
Administrative expenses 27,092 36,540 40,885 20,403 22,250
31,091 42,573 47,866 23,762 25,896
Key management personnel compensation:
6-month 6-month
Year Year Year period period
ended 28 ended 28 ended 29 ended 31 ended 31
February  February February August August
2018 2019 2020 2019 2020
Unaudited
£000 £000 £000 £000 £000
Short-term  employee  benefits  (including 1,961 2,160 2,460 1,009 981
bonuses)
Pension costs 51 91 96 51 43
2,012 2,251 2,556 1,060 1,024

The group considers the directors to be key management personnel. During the 6-month period to 31 August 2020
retirement benefits were accruing to 7 directors (29 February 2020, 28 February 2019 and 2018: 7) in respect of defined
contribution pension schemes.

During the 6-month period to 31 August 2020, no directors have exercised their B ordinary shares in respect of either of
the Bytes Group Limited Employee Share Scheme or the Blenheim Group Employee Share Scheme (29 February 2020,
28 February 2019 and 2018: Nil).

M Niyati is a director of Bytes Technology Limited and a director of other subsidiaries within the group. M Nyati has an
employment contract with Allied Electronics Limited. M Nyati’s emoluments are paid by Allied Electronics Limited
which makes no recharge to the group, since it is not possible to make an accurate apportionment of his emoluments.
Accordingly, the above details do not include emoluments in respect of M Nyati. His total emoluments are included in
the aggregate of directors” emoluments disclosed in the financial statements of Allied Electronics Limited.
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7. Finance income and costs

6-month 6-month

Year Year Year period period
ended 28 ended 28 ended 29 ended 31 ended 31
February  February  February August August
2018 2019 2020 2019 2020
Unaudited
Finance income £000 £000 £000 £000 £000
Bank interest received 20 85 158 85 24
Finance income 20 85 158 85 24
Finance costs
Interest expense on financial liabilities measured (58) @))] 2) (1 2)
at amortised cost
Interest expense on lease liability - - (80) (40) (38)
Finance costs expensed (58) 1) (82) (41) (40)
Net finance (costs)/income 38) 84 76 44 (16)

8. Income tax expense
The major components of the group’s income tax expense for all periods are:

6-month 6-month

Year Year Year period period
ended 28 ended 28 ended 29 ended 31 ended 31
February  February  February August August
2018 2019 2020 2019 2020
Unaudited
Current tax expense £000 £000 £000 £000 £000
Current income tax charge in the year 2,213 3,886 5,912 3,215 3,898
Adjustment in respect of current income tax of ®) 4 @) - -
previous years
Total current income tax charge 2,205 3,890 5,905 3,215 3,898
Deferred tax expense/(credit)
Origination and reversal of timing differences (100) (249) (149) (141) (141)
Adjustments in respect of prior years 6 2 6 - -
Deferred tax credit 94) (247) (143) (141) (141)
Total tax charge 2,111 3,643 5,762 3,074 3,757
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Reconciliation of total tax charge

The tax assessed for the year differs from the standard rate of corporation tax in the UK applied to profit before tax.

Profit before income tax

Profit before income tax at the standard rate of
corporation tax in the UK of 19% for all periods
Effects of:

Non-deductible expenses

Tax credit in respect of qualifying R&D
expenditure

Adjustment to previous periods

Other differences

Income tax charge reported in profit or loss

Changes affecting the future tax charge:

6-month

Year Year Year period
ended 28 ended 28 ended 29 ended 31
February  February  February August
2018 2019 2020 2019
Unaudited

£000 £000 £000 £000
10,200 18,779 29,920 15,806
1,947 3,568 5,685 3,004
174 76 166 115

(16) (46) 67) (34)

2) 6 (18) -

8 39 “) (11)

2,111 3,643 5,762 3,074

6-month
period
ended 31
August
2020

£000
19,514

3,708

106
(43)

(14)

3,757

At Summer Budget 2015, the government announced legislation setting the Corporation Tax main rate (for all profits
except ring fence profits) at 19% for the years starting 1 April 2017, 2018 and 2019 and at 18% for the year starting 1
April 2020. A further reduction to 17% for the year starting 1 April 2020 was announced at Budget 2016. Deferred taxes
for the years ended 28 February 2018, 2019 and 29 February 2020 and for the 6-month period ended 31 August 2019 have
been measured using these enacted tax rates and are reflected in these financial statements. On 11 March 2020, the main
rate was reinstated to 19% and this was substantively enacted on 17 March 2020. Deferred taxes for the 6-month period
ended 31 August 2020 have been measured using the reinstated main rate of 19%.
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9. Property, plant and equipment

Freehold Furniture,

land and Computer fittings and Computer  Motor

buildings equipment equipment software vehicles Total

£000 £000 £000 £000 £000 £000

Cost
At 1 March 2017 5,220 817 387 510 36 6,970
Acquisition of subsidiary 1,765 340 20 - - 2,125
Additions - 143 84 - - 227
Disposals - (170) 3) - - (173)
At 28 February 2018 6,985 1,130 488 510 36 9,149
Additions 120 339 471 101 32 1,063
Disposals - (152) - - 4) (156)
At 28 February 2019 7,105 1,317 959 611 64 10,056
Additions 896 454 353 13 29 1,745
Disposals %) 347) (45) - (10) (407)
Reclassification 294 - (294) - - -
At 29 February 2020 8,290 1,424 973 624 83 11,394
Additions 62 90 27 - 143 322
Disposals - - (30) - (10) (40)
At 31 August 2020 8,352 1,514 970 624 216 11,676
Depreciation
At 1 March 2017 481 660 147 444 22 1,754
On disposals - (167) 2) - - (169)
Charge for the year 71 150 235 36 - 492
At 28 February 2018 552 643 380 480 22 2,077
On disposals - (149) - - 4) (153)
Charge for the year 192 306 114 39 11 662
At 28 February 2019 744 800 494 519 29 2,586
On disposals 2) (347) (38) - (10) (397)
Charge for the year 261 305 58 44 16 684
At 29 February 2020 1,003 758 514 563 35 2,873
On disposals - - (19) - 3) 22)
Charge for the year 172 84 53 19 77 405
At 31 August 2020 1,175 842 548 582 109 3,256
Net book value
At 28 February 2018 6,433 487 108 30 14 7,072
At 28 February 2019 6,361 517 465 92 35 7,470
At 29 February 2020 6,993 666 753 61 48 8,521
At 31 August 2020 7,177 672 422 42 107 8,420
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10. Leases
(i) Amounts recognised in the balance sheet
Motor

Buildings vehicles Total
Right-of-use assets £000 £000 £000
Cost
At 1 March 2019 1,377 245 1,622
At 29 February 2020 and 31 August 2020 1,377 245 1,622
Depreciation
At 1 March 2019 - - -
Charge for the year 162 128 290
At 29 February 2020 162 128 290
Charge for the period 83 47 130
At 31 August 2020 245 175 420
Net book value
At 1 March 2019 1,377 245 1,622
At 29 February 2020 1,215 117 1,332
At 31 August 2020 1,132 70 1,202

1 March 29 February 31 August

2019 2020 2020
Lease liabilities £000 £000 £000
Current 307 307 256
Non-current 1,315 1,295 1,252
1,622 1,602 1,508

There were no additions to the right-of-use assets during the 6-month period to 31 August 2020 (financial year ended 29
February 2020: £Nil).
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(ii) Amounts recognised in the statement of profit or loss

The statement of profit or loss shows the following amounts relating to leases:

Depreciation charge of right-of-use assets
Buildings
Motor vehicles

Interest expense (included in finance cost)

Expense relating to short-term leases (included in administrative
expenses)

Expense relating to leases of low-value assets (included in
administrative expenses)

Year ended
29 February
2020

£000
162
128

290

80
54

24

6-month
period ended
31 August
2019
Unaudited
£000

79

67

146

40
27

27

6-month
period ended
31 August
2020

£000
83
47

130

38
27

95

The total cash outflow for leases was £207,000 for the year ended 29 February 2020 and £132,000 for the 6-month period
ended 31 August 2020 (£70,000 for the 6-month period ended 31 August 2019).
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11. Intangible assets

Cost
At 1 March 2017
Acquisition of subsidiary

At 28 February 2018, 2019, 2020 and 31 August 2020
Amortisation

At 1 March 2017

Charge for the year

At 28 February 2018
Charge for the year

At 28 February 2019
Charge for the year

At 29 February 2020
Charge for the year

At 31 August 2020

Net book value
At 28 February 2018

At 28 February 2019
At 29 February 2020

At 31 August 2020

Determination of recoverable amount:

Goodwill
£000

14,775
22,718

37,493

37,493

37,493

37,493

l

37,493

Customer
relationships Brand Total
£000 £000 £000
- - 14,775
8,798 3,653 35,169
8,798 3,653 49,944
367 304 671
367 304 671
880 730 1,610
1,247 1,034 2,281
880 730 1,610
2,127 1,764 3,891
440 365 805
2,567 2,129 4,696
8,431 3,349 49,273
7,551 2,619 47,663
6,671 1,889 46,053
6,231 1,524 45248

The carrying value of indefinite useful life intangible assets and goodwill are tested annually for impairment. The
recoverable amount of each cash generating unit (CGU) is the higher of the CGU’s fair value less costs of disposal and
its value in use. For each CGU and for all periods presented, the group has assessed that the value in use represents the
recoverable amount. The future expected cash flows used in the value in use models are based on management forecasts,
typically over a five-year period, and thereafter a reasonable rate of growth is applied based on current market conditions.
For the purpose of impairment assessments of goodwill, the goodwill balance is allocated to the operating units which
represent the lowest level within the group at which the goodwill is monitored for internal management purposes.
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A summary of the goodwill per CGU as well as assumptions applied for impairment assessment purposes is presented
below:

6-month period ended 31 August 2020
During the 6-month period to 31 August 2020, the group successfully integrated the Bytes Security Partnership into the
Bytes Software Services business. The £6,934,000 carrying value of goodwill previously allocated to Bytes Security
Partnership has been re-allocated to the Bytes Software Services CGU. The goodwill per CGU as at 31 August 2020 is
as follows:
Goodwill
carrying
amount
£000
Bytes Software Services 14,775
Phoenix Software 22,718

37,493

Years ended 29 February 2020 and 28 February 2019 and 2018
For the years ended 29 February 2020 and 28 February 2019 and 2018, goodwill was monitored in the three CGUs
described below:

29 February 2020 Goodwill
Long term Discount carrying

growth rate rate amount

% % £000

Bytes Software Services 2 8.13 7,841
Bytes Security Partnership 2 8.13 6,934
Phoenix Software 2 8.13 22,718
37,493

28 February 2019 Goodwill
Long term Discount carrying

growth rate rate amount

% % £000

Bytes Software Services 2 11.70 7,841
Bytes Security Partnership 2 11.70 6,934
Phoenix Software 2 11.70 22,718
37,493

28 February 2018 Goodwill
Long term Discount carrying

growth rate rate amount

% % £000

Bytes Software Services 2 7.55-12.73 7,841
Bytes Security Partnership 2 7.55-12.73 6,934
Phoenix Software 2 7.55-12.73 22,718
37,493
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Growth rates

Steady growth rates were applied beyond the approved budget periods. The growth rates were consistent with publicly
available information relating to long-term average growth rates for each of the markets in which the respective CGU
operated. The average growth rates ranged from 2% to 5% (2019: 2% — 7%).

Discount rates

Discount rates used reflect both time value of money and other specific risks relating to the relevant CGU. Pre-tax

discount rates have been applied.

Sensitivities

The impacts of variations in the calculation of value-in-use of assumed growth rate and pre-tax discount rates applied to
the estimated future cash flows of the CGUs have been estimated as follows:

28 February 2018

Headroom

1% increase in the pre-tax discount rate applied to the estimated
future cash flows

1% decrease in the pre-tax discount rate applied to the estimated
future cash flows

0.5% increase in the terminal growth rate from 2019 to 2023

0.5% decrease in the terminal growth rate from 2019 to 2023

28 February 2019

Headroom

1% increase in the pre-tax discount rate applied to the estimated
future cash flows

1% decrease in the pre-tax discount rate applied to the estimated
future cash flows

0.5% increase in the terminal growth rate from 2020 to 2024

0.5% decrease in the terminal growth rate from 2020 to 2024

29 February 2020

Headroom

1% increase in the pre-tax discount rate applied to the estimated
future cash flows

1% decrease in the pre-tax discount rate applied to the estimated
future cash flows

0.5% increase in the terminal growth rate from 2021 to 2025

0.5% decrease in the terminal growth rate from 2021 to 2025

Bytes Software
Services

£°000

138,510
(23,648)

33,210

5,008
(4,916)

Bytes Software
Services

£000

116,440
(20,381)

28,619

5,445
(5.314)

Bytes Software
Services

£000

333,967
(43,296)

60,156

7475
(7,344)

Bytes Security
Partnership
£000

28,623

(5,934)

8,919

638
(629)

Bytes Security
Partnership
£000

16,981

(1,500)

1,801

488
(479)

Bytes Security
Partnership
£000

44,215

(7,463)

10,369

1,363
(1,339)

Phoenix
Software
£000
7,933
(2,917)

3,446

347
(344)

Phoenix
Software
£000
45,413
(11,370)

15,970

1,626
(1,602)

Phoenix
Software
£000
52,253
(10,891)

15,132

1,969
(1,933)

None of the above sensitivities taken either in isolation or aggregated, require any additional impairment charge to be

made.
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12. Inventories
As at 28 As at 28 Asat29 Asat3l
February February February August

2018 2019 2020 2020

£000 £000 £000 £000

Inventories 1,661 94 688 746
1,661 94 688 746

Inventories include asset management subscription licences purchased in advance for a specific customer that as yet
haven’t been consumed.

Inventories recognised as an expense in cost of sales during the period ended 31 August 2020 amounted to £439,000 (29
February 2020: £94,000, 28 February 2019: £1,861,000 and 28 February 2018: £98,000).
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13. Financial assets and financial liabilities

This note provides information about the group’s financial instruments, including:

e an overview of all financial instruments held by the group;

e specific information about each type of financial instrument;

e accounting policies; and

e information about determining the fair value of the instruments, including judgements and estimation uncertainty
involved.

The group holds the following financial instruments:

Financial assets As at 28 As at 28 As at 29 As at 31
February February February August
2018 2019 2020 2020
Notes £000 £000 £000 £000
Financial assets classified as loans and receivables:
Trade receivables 14 43,195 - - -
Other financial assets 14 3,103 - - -
46,298 - - -
Financial assets at amortised cost:
Trade receivables 14 - 52,168 73,365 95,808
Other financial assets 14 - 1,987 1,808 3,094
- 54,155 75,173 98,902
Financial liabilities As at 28 As at 28 As at 29 As at 31
February February February August
2018 2019 2020 2020
Notes £000 £000 £000 £000
Financial liabilities at amortised cost:
Trade and other payables — current, excluding 16 68,211 84,592 111,129 128,069
Payroll tax and other statutory liabilities
Lease liabilities 10 - - 1,602 1,508
68,211 84,592 112,731 129,577

The group’s exposure to various risks associated with the financial instruments is discussed in note 21. The maximum
exposure to credit risk at the end of the reporting period is the carrying amount of each class of financial assets mentioned
above.
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14. Trade and other receivables

As at 28 As at 28 As at 29 As at 31
February February February August
2018 2019 2020 2020
Financial assets £000 £000 £000 £000
Gross trade receivables 43,195 52,644 73,767 96,532
Less: impairment allowance - (476) (402) (724)
Net trade receivables 43,195 52,168 73,365 95,808
Other receivables 3,103 1,987 1,808 3,094
46,298 54,155 75,173 98,902

Non-financial assets
Prepayments 455 443 1,921 366
455 443 1,921 366
Trade and other receivables 46,753 54,598 77,094 99,268

(i) Classification of trade receivables

Trade receivables are amounts due from customers for goods sold or services performed in the ordinary course of business.
They are generally due for settlement within 30 days and are therefore all classified as current. Trade receivables are
recognised initially at the amount of consideration that is unconditional, unless they contain significant financing
components, in which case they are recognised at fair value. The group holds the trade receivables with the objective of
collecting the contractual cash flows, and so it measures them subsequently at amortised cost using the effective interest
method. Details about the group’s impairment policies are provided in note 1.18.

(ii) Fair values of trade receivables
Due to the short-term nature of the current receivables, their carrying amount is considered to be the same as their fair
value.

(iii) Credit risk
Ageing and impairment analysis (excluding finance lease assets)
Initial application of IFRS 9

On adoption of IFRS 9 ‘Financial Instruments’, the group recognised an expected credit loss provision of £446k on 1
March 2018, the details of which are presented below:

1 March 2018 Current Pastdue Pastdue Pastdue
0to30 31to120 121 to
days days 365 days Total
£000 £°000 £000 £000 £000
Expected loss rate 0.03% 0.50% 14.86% -
Gross carrying amount — trade receivables 36,827 4,462 1,745 161 43,195
Loss allowance on initial application of 10 22 259 155 446

IFRS 9 charged to equity
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28 February 2019

Expected loss rate
Gross carrying amount — trade receivables
Loss allowance

28 February 2020

Expected loss rate
Gross carrying amount — trade receivables
Loss allowance

31 August 2020

Expected loss rate
Gross carrying amount — trade receivables
Loss allowance

Impact of Covid-19

Current

£000
0.03%
43,040
13

Current

£000
0.02%
59,410
12

Current Past due
0 to 30

days

£000 £000
0.04% 0.54%
57,067 24,056
25 130

Past due
0 to 30
days
£000
0.33%
6,756

22

Past due
0 to 30
days
£000
0.28%
12,445
35

Past due
31 to 60
days
£000
1.29%
13,937
180

Past due
31 to 120
days
£000
15.51%
2,843
441

Past due
31to 120
days
£000
13.41%
1,792
240

Past due
61 to 120
days
£000
15.46%
1,281

198

Past due
121 to
365 days
£000

5

Past due
121 to
365 days
£000
95.61%
120

115

Past due
121 to
365 days
£000
100%
191

191

Total
£000

52,644
476

Total
£000

73,767
402

Total
£000

96,532
724

During the period to 31 August 2020, the group has revised the expected credit loss rates for the impact of Covid-19 and
altered the payment profiles of balances associated with certain customers. To represent the effects of this, the group has
split the past due 31 to 120 days ageing profile into two separate ageing profiles, being past due 31 to 60 days and past
due 61 to 120 days. The loss allowances applied to both ageing profiles are based on the historical loss rates adjusted to
reflect current and forward-looking information on macroeconomic factors affecting the ability of the customers to settle

the receivables.

The closing loss allowances for trade receivables reconcile to the opening loss allowances as follows:

Adjustment on initial application of IFRS 9
Opening loss allowance at 1 March

Increase in loss allowance recognised in profit or loss during the

period

Receivables written off during the year as uncollectible

Closing loss allowance

Trade receivables

Asat28 Asat28 Asat29 As at 31
February February February August
2018 2019 2020 2020
£000 £000 £000 £000

- 446 - -

- - 476 402

- 30 - 347

- - (74) (25)

- 476 402 724

Trade receivables are written off where there is no reasonable expectation of recovery. Indicators that there is no
reasonable expectation of recovery include, amongst others, the failure of a debtor to engage in a repayment plan with the
group, and a failure to make contractual payments for a period of greater than 120 days past due.

Impairment losses on trade receivables are presented as net impairment losses within operating profit. Subsequent

recoveries of amounts previously written off are credited against the same line item.
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15. Cash and cash equivalents
Asat28 Asat28 Asat29 As at 31
February February February August

2018 2019 2020 2020

£°000 £000 £000 £°000

Cash at bank and in hand 6,706 26,038 47,357 31,928
6,706 26,038 47,357 31,928

16. Trade and other payables
Asat28  Asat28 As at 29 As at 31
February February February August

2018 2019 2020 2020

£°000 £°000 £000 £000

Trade and other payables 51,520 62,903 90,141 109,503
Accrued expenses 16,691 21,689 20,988 18,566
Payroll tax and other statutory liabilities 4,563 4,439 5,381 2,550

72,774 89,031 116,510 130,619

Trade payables are unsecured and are usually paid within 30 days of recognition.

The carrying amounts of trade and other payables are considered to be the same as their fair values, due to their short-
term nature.

17. Deferred tax balances
The analysis of the deferred tax assets and liabilities is as follows:
Asat28 Asat28 Asat29 As at 31
February February February August

2018 2019 2020 2020
Deferred tax assets £000 £000 £000 £000
At 1 March 9 - - -
Credited/(charged) to profit or loss - - - -
Set-off of deferred tax liabilities 9) - - _

Carrying amount at end of year - - - -

Asat28 Asat28 Asat29 As at 31
February February February August

2018 2019 2020 2020
Deferred tax liabilities £000 £000 £000 £°000
At 1 March 139 2,285 2,038 1,895
Acquisition of subsidiary 2,249 - - -
(Credited)/charged to profit or loss %94) (247) (143) (141)
Set-off of deferred tax liabilities ) - - -
Carrying amount at end of year 2,285 2,038 1,895 1,754
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Deferred tax assets and liabilities are attributed to temporary differences relating to the following:

Asat28 Asat28 Asat29 As at 31
February February February August

2018 2019 2020 2020

£°000 £000 £°000 £°000

Intangible assets 2,040 1,769 1,488 1,347
Property, plant and equipment 245 269 407 407
Carrying amount at end of year 2,285 2,038 1,895 1,754

18. Share capital
Asat28 Asat28 Asat29 As at 31
February February February August

2018 2019 2020 2020

Authorised, allotted, called up and fully paid £ £ £ £
1 (2019 and 2018: 1) — A ordinary share of £1 1 1 1 1
1,000 (2019 and 2018: 1,000) — B ordinary shares of £0.001 each 1 1 1 1
2 2 2 2

(1) Voting rights
Each holder of A ordinary and B ordinary shares shall be entitled to receive notice of, attend, vote and speak at any general
meetings of the company.

No business shall be transacted at any general meeting of the company save by way of a poll, and, on a poll, each holder
of B ordinary shares who holds in excess of 200 B ordinary shares, shall hold, in aggregate and total, 5% of the total
number of votes held by all of the holders of A ordinary shares and B ordinary shares, whether or not they are present at
the meeting, provided always that if there are more than 5 holders of B ordinary shares who hold in excess of 200 B
ordinary shares, then those holders of in excess of 200 B ordinary shares shall be entitled, in aggregate, to a maximum of
25% of the total votes, divided equally between the holders of in excess of 200 B ordinary shares.

The balance of the votes not allocated to the holders of B ordinary shares shall be held by the holders of the A ordinary
shares, such that the votes held by the holders of the A ordinary shares will, in aggregate and total, be equal to or not less
than 75 per cent of the total votes capable of being cast by the shareholders at that meeting

(2) Dividend rights
The A ordinary shareholders are entitled to receive dividends. The B ordinary shareholders are not entitled to receive
dividends.

(3) Distribution rights

On a return of capital (including but not limited to a winding up of the company or an asset sale of the company), the
proceeds or surplus assets of the company remaining after the payment of its liabilities shall be distributed in the following
order of priority:

First, if there are any preference shares at a fixed rate of £0.001 in issue, in paying (on a pro rata basis if applicable) to
the holders of fixed rate preference shares:

* Any outstanding fixed rate preference dividends to the holder to whom it is due (including interest); and
e The converted price for each fixed rate preference share.

Second, if there are any B ordinary shares in issue, in paying to the holders of the B ordinary shares, the B ordinary share
entitlement for each B ordinary share held by them; and

Third, in paying the balance of such assets, by way of distribution, amongst holders of the A ordinary shares.
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(4) Redemption rights
The A ordinary shares are not redeemable.

The company shall upon a written request made by a holder of B ordinary shares within the period of 6 months from the
date of the issue of the relevant B ordinary shares, either redeem, repurchase or procure the acquisition of, from the holder
of one or more B ordinary shares, all of the B ordinary shares held by such person for the aggregate price of £2,000.

19. Retained earnings
Year Year Year Period

ended 28 ended 28 ended 29 ended 31
February February February August

Movements in retained earnings were as follows: 2018 2019 2020 2020
£ £ £ £
Balance 1 March/1 Sept 24,975 33,064 41,254 51,612
Adjustment on initial application of IFRS 9 and IFRS 15 - (446)
Restated at the beginning of the financial year 24,975 32,618 41,254 51,612
Net profit for the period 8,089 15,136 24,158 15,757
Dividends - (6,500) (13,800) (18,600)
Balance at 29 February 2020, 28 February 2019 and 2018 33,064 41,254 51,612 48,769

20. Cash generated from operations
6-month 6-month
Year Year Year period period
ended 28 ended 28 ended 29 ended 31 ended 31
February February February August August

2018 2019 2020 2019 2020
Unaudited

Note £°000 £°000 £000 £000 £000
Profit before taxation 10,200 18,779 29,920 15,806 19,514
Adjustments for:
Depreciation and amortisation 4 1,163 2,272 2,584 1,274 1,340
Loss on disposal of property, plant and 4 4 3 10 - 18
equipment
Non-cash employee benefits expense — 4 144 338 271 120 154
share based payments
Finance (income)/costs - net 7 38 (84) (76) (44) 16
(Increase)/decrease in contract assets (1,202) (4,750) 2,971 882 (2,327)
Increase in trade and other receivables (13,808) (8,291) (22,496) (6,358) (22,174)
(Increase)/decrease in inventories (1,031) 1,567 (594) (631) (58)
Increase/(decrease) in trade and other 17,363 16,257 27,586 (15,463) 14,109
payables
Increase/(decrease) in contract liabilities 87) 3,801 1,523 5,665 (545)
Cash generated from operations 12,784 29,892 41,699 1,251 10,047
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21. Financial risk management

This note explains the group’s exposure to financial risks and how these risks could affect the group’s future financial
performance. Current year profit and loss information has been included where relevant to add further context.

A significant portion of the group’s revenues are from the sale of Microsoft software and associated services and it,
therefore, remains strongly dependent thereon. The group intends to continue to develop this relationship, as well as seek
additional opportunities with other suppliers, in order to mitigate the risk and exposure going forward.

Management monitors the liquidity and cash flow risk of the group carefully. Cash flow is monitored by management on
a regular basis and any working capital requirement is funded by cash resources.

The main financial risks arising from the group’s activities are credit, liquidity and currency risks. The group’s policy in
respect of credit risk is to require appropriate credit checks on potential customers before sales are made.

The group’s policy in respect of liquidity risk is to maintain readily accessible bank deposit accounts to ensure that the
company has sufficient funds for its operations. The cash deposits are held in a mixture of short-term deposits and current
accounts which earn interest at a floating rate.

The group’s policy in respect of currency risk, which primarily exists as a result of foreign currency purchases, is to either
sell in the currency of purchase, maintain sufficient cash reserves in the appropriate foreign currencies which can be used
to meet foreign currency liabilities or take out forward currency contracts to cover the exposure.

21(a) Derivatives

Derivatives are only used for economic hedging purposes and not speculative investments.

The group has taken out forward currency contracts during the periods presented, but has not recognised either a forward
currency asset or liability at each period end as the fair value of the foreign currency forwards is considered to be
immaterial to the financial statements. Similarly, the amounts recognised in profit or loss in relation to derivatives were

considered immaterial to disclose separately.

(i) Foreign exchange risk
The group’s exposure to foreign currency risk at the end of the reporting period, was as follows:

As at 28 February As at 28 February As at 29 February As at 31 August

2018 2019 2020 2020

USD EUR USD EUR USD EUR USD EUR

£000 £°000 £000 £000 £000 £000 £000 £000

Trade receivables 5,681 21 5,790 11 8,057 397 11,649 11,786

Cash and cash 714 487 2,279 218 4,627 283 978 653
equivalents

Trade payables (5,970) (5,986) (10,006) (6,176) (14,873)  (6,323) (8,990)  (16,850)

425 (5,478) (1,937) (5,947) (2,189)  (5,643) 3,637 (4,411)

The aggregate net foreign exchange gains/losses recognised in profit or loss were:
6-month  6-month
Year Year Year period period
ended 28 ended 28 ended 29 ended 31  ended 31
February February February August August

2018 2019 2020 2019 2020
Unaudited
£000 £000 £000 £000 £000
Total net foreign exchange gains/(losses) in profit 24 135 24 32 (6)
or loss
24 135 24 32 ©6)
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21(b) Liquidity risk

(1) Cash management

Prudent liquidity risk management implies maintaining sufficient cash to meet obligations when due. The group generates
positive cash flows from operating activities and these fund short-term working capital requirements. The group aims to
maintain significant cash reserves and none of its cash reserves are subject to restrictions. Access to cash is not restricted
and all cash balances could be drawn upon immediately if required. Management carefully monitors the levels of cash
deposits and is comfortable that for normal operating requirements, no external borrowings are currently required.

At 31 August 2020, the group had cash and cash equivalents of £31.9m, see note 15. As disclosed in note 26, the group
has made a dividend payment of £30m on 28 September 2020. Management monitors rolling forecasts of the group’s
liquidity position (which comprises its cash and cash equivalents) on the basis of expected cash flows generated from the
group’s operations. These forecasts are generally carried out at a local level in the operating companies of the group in
accordance with practice and limits set by the group and take into account certain down case scenarios. In the period
since 31 August 2020, the group has outperformed these forecasts and maintains sufficient cash levels to support its
working capital requirements, following the payment of the dividend.

The group also has access to an uncommitted financing facility which at present remains undrawn, which entitles the
group to borrow an additional £20m.

(2) Contractual maturity of financial liabilities
The following table details the group’s remaining contractual maturity for its financial liabilities based on undiscounted
contractual payments:

Within 1to2 2toS OverS5S Total
1 year years years years contractual Carrying
cash flows amount
28 February 2018 £000 £000 £000 £000 £000 £000
Trade and other payables 51,520 - - - 51,520 51,520
51,520 - - - 51,520 51,520
28 February 2019
Trade and other payables 62,903 - - - 62,903 62,903
62,903 - - - 62,903 62,903
29 February 2020
Trade and other payables 90,141 - - - 90,141 90,141
Lease liabilities 324 230 690 748 1,992 1,602
90,465 230 690 748 92,133 91,743
31 August 2020
Trade and other payables 109,503 - - - 109,503 109,503
Lease liabilities 302 230 690 633 1,855 1,508
109,805 230 690 633 111,358 111,011
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22. Capital management

22(a) Risk management

For the purpose of the Group’s capital management, capital includes issued capital, A ordinary shares, B Ordinary
shares, share premium and all other equity reserves attributable to the equity holders of the parent. The primary
objective of the Group’s capital management is to maximise the shareholder value.

The Group manages its capital structure and makes adjustments in light of changes in economic conditions and the
requirements of the shareholders. To maintain or adjust the capital structure, the Group may adjust the dividend
payment to shareholders, return capital to shareholders or issue new shares. In order to ensure an appropriate return for
shareholder’s capital invested in the Group management thoroughly evaluates all material revenue streams, relationship
with key vendors and potential acquisitions and approves them by the Board, where applicable. The Group’s dividend
policy is based on the profitability of the business and underlying growth in earnings of the Group, as well as its capital
requirements and cash flows

22(b) Dividends
6-month
Year Year period
ended 28 ended 29 ended 31
February  February August
2019 2020 2020
A Ordinary shares £000 £000 £000
Final dividend for the year ended 28 February 2019 of £6,500,000 per share 6,500

Final dividend for the year ended 28 February 2020 of £13,800,000 per share 13,800
Final dividend for the period ended 31 August 2020 of £18,600,000 per share 18,600
6,500 13,800 18,600
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23. Business combinations
On 29 September 2017, the group acquired 100% of the issued share capital of Blenheim Group Limited. Blenheim
Group Limited is the holding company of Phoenix Software Limited, a business focused on the resale of software products
and associated services. Details of the purchase consideration, the net assets acquired and goodwill are as follows:

£000

Cash paid 35,900
Total purchase consideration 35,900

The assets and liabilities recognised as a result of the acquisition are as follows:

Fair value

£000

Property, plant and equipment 2,125
Intangible assets — customer relationships 8,798
Intangible assets — brand 3,653
Inventories 532
Trade and other receivables 13,059
Cash 3,962
Trade and other payables (16,766)
Deferred tax (2,249)
Corporation tax 68
Net identifiable assets acquired 13,182
Goodwill arising on acquisition 22,718
Net assets acquired 35,900
Less: cash acquired (3,962)
Net cash outflow on acquisition 31,938

The goodwill is attributable to the future revenues and economies of scale expected from combining the operations of the
group and Blenheim Group Limited. None of the goodwill recognised is expected to be deductible for income tax
purposes.

Acquisition related costs of £427k have been included in administrative expenses and separately disclosed as non-
underlying items, see note 5.

The acquired business contributed revenues of £44.5m and profit after taxation of £1.1m to the group for the period from
29 September 2017 to 28 February 2018. If the acquisition had occurred on 1 March 2017, consolidated pro-forma

revenue and profit after taxation for the year ended 28 February 2018 would have been £410.4m and £10.7m, respectively.

There were no acquisitions in the years ended 28 February 2019 and 29 February 2020.

126



Bytes Technology Limited’s historical financial information for the years ended 28 February 2018, 2019 and 29
February 2020 and six-month periods ended 31 August 2019 and 2020

Notes to the financial information

24. Contingent liabilities

In 2019 the Altron group renegotiated its long-term debt financing with the banks at more favourable terms. A long-term
facility of R2 billion (£107.0m, converted at the 28 February 2019 closing rate of R18.69:£1) was granted to the Altron
group of which R1.6 billion (£70.6m, converted at the 31 August 2020 closing rate of R22.67:£1) was drawn at 31 August
2020 (R1.733 billion (£86.2m, converted at the 29 February 2020 closing rate of R20.10:£1) was drawn at 29 February
2020 (2019: R1.3 billion (£69.6m, converted at the 28 February 2019 closing rate of R18.69:£1)). The contracting party
with the banks is Alfin (Altron Treasury), and as part of the common terms agreement, Bytes Software Services Limited
(a wholly owned subsidiary included in the group consolidated historical financial information), along with other fellow
Altron group companies, was included as a guarantor in the event that Alfin is unable to meet its financial obligations.
No payment is expected to be made by the group under the guarantee and there is no evidence to suggest that Alfin is
unable to meet its financial obligations as they fall due under the terms of the facility. The group is jointly and severally
liable along with other fellow Altron group companies and its maximum potential exposure is to the total amount due.

25. Commitments

25(a) Capital commitments
At 31 August 2020, the group had £Nil capital commitments (29 February 2020, 28 February 2019 and 2018: £Nil).

25(b) Non-cancellable operating leases
The group leases one office and various motor vehicles and equipment. Rental contracts are typically made for fixed
periods of 6 months to 8 years but may have extension options.

From 1 March 2019, the group recognised right-of-use assets for these leases, except for short-term and low-value leases,

see note 10 for further information.

Asat28  Asat28
February February

2018 2019
£000 £000
Commitments for minimum lease payments in relation to non-
cancellable operating leases are payable as follows:
Within one year 357 517
Later than one year but not later than five years 275 1,518
632 2,035

26. Events occurring after the reporting period

Potential demerger and separate listing of the group from Allied Electronics Corporation Limited

As part of its strategic review, the Board of Allied Electronics Corporation Limited (“the Altron Board”) assessed each

of the business units within its group, to identify opportunities which have the potential to unlock further value for its

shareholders and to streamline its operations. The Altron Board concluded that the true value of the group, is not reflected

in the Allied Electronics Corporation Limited’s share price.

Consequently, the Altron Board has resolved to pursue:

e apotential listing and potential share offering of the group on the London Stock Exchange;

e asecondary listing of the group on the Johannesburg Stock Exchange (“JSE”); and

e ademerger of the remaining Altron shareholding in the group, post the potential share offering to Altron shareholders
(collectively referred to as “the Potential Transaction”).

The current situation is that this is a potential transaction subject to the approval of the Altron Board and relevant
regulatory bodies in the various jurisdictions. The Altron Board has commenced with the planning for the potential
transaction and expect that this preparation will conclude by the end of 2020. A reassessment of the market conditions
will only be performed post the necessary planning that the Altron Board undertakes to determine the way forward on the
potential transaction depending on the market conditions at the time.
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Dividends not recognised at the end of the reporting period

In addition to the dividends disclosed in note 22(b), since the period end the group has made a further dividend payment
of £30,000,000 per fully paid A ordinary share. The aggregate amount of the dividend paid on 28 September 2020 out of
retained earnings at 31 August 2020, but not recognised as a liability at the period end, is £30,000,000.

Shares split

(i) A ordinary shares

On 19 October 2020 a written resolution was passed to sub-divide the 1 A ordinary share of £1 in the capital of Bytes
Technology Limited into 10,000 A ordinary shares of £0.0001 each.

(i1) B ordinary shares
On 19 October 2020 a written resolution was passed to sub-divide the 1,000 B ordinary shares of £0.001 in the capital of
Bytes Technology Limited into 1,000 B ordinary shares of £0.0001 each and 1,000 B deferred shares of £0.0009 each.

27. Related party transactions

27(a) Parent entities
The group’s immediate parent company is Bytes Technology Group (Pty) Limited, a company incorporated in the
Republic of South Africa.

The ultimate parent company and the largest group in which the results of the group are consolidated is that headed by
Allied Electronics Corporation Limited, a company incorporated in the Republic of South Africa. The consolidated
financial statements are available to the public and may be obtained from 4 Sherbourne Road, Parktown, South Africa.

27(b) Subsidiaries
Interests in subsidiaries are set out in note 32.

27(c) Transactions with other related parties
The following transactions occurred with related parties:

Year Year Year 6-month
ended 28 ended 28 ended 29  period ended
February  February February 31 August
2018 2019 2020 2020
£000 £000 £000 £000
Purchase of services
Management services provided by fellow group company 124 50 50 25
Other transactions
Dividends paid to parent - (6,500) (13,800) (18,600)

27(d) Outstanding balances arising from sales/purchases of services
There were no outstanding balances at the end of each reporting period.
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28. Share-based payments

28 (a) Employee Share Scheme (ESS) - Equity settled share-based payment incentive schemes

The group operates two equity settled share-based payment incentive schemes, the Bytes Technology Limited scheme
and the Blenheim Group Limited scheme. The Bytes Technology Limited scheme vests on 1 March 2021 and the
Blenheim Group Limited scheme vests on 1 March 2023.

(1) Bytes Technology Limited scheme

On 15 November 2016, Bytes Technology Limited issued and allotted B ordinary shares to certain members of its
management at £0.001. The value of the shares will be determined by taking the average profitability of Bytes Technology
Limited in the two years immediately preceding 28 February 2021 multiplied by a market multiple to be determined at
the vesting date. The B ordinary shares participate in 20% of the growth above the pre-determined hurdle. These shares
carry no dividend rights. Upon vesting of the B ordinary shares, the B ordinary shares are converted into Fixed Rate
Preference Shares (FRPS), the FRPS are immediately converted into A ordinary shares or Altron shares, at Altron’s
election. The A ordinary shares shall rank pari passu in all respects with the existing A ordinary shares, including the
right to receive all dividends declared, made or paid after the vesting date. In the event of an initial public offering (IPO)
occurring before the vesting date, the B ordinary shareholders shall receive an agreed consideration of £14.3m for the
shares and 5% of the issued share capital of the listed Bytes UK company. Any share-based payment expense resulting
from accelerating the vesting period of the shares, will be immediately recognised in profit or loss on settlement.

(2) Blenheim Group Limited scheme

On 10 February 2020 Blenheim Group Limited issued and allotted B ordinary shares to certain members of its
management at £0.001. The value of the shares will be determined by taking the average profitability of the Blenheim
Group of companies, including Blenheim Group Limited, Phoenix Software Limited and License Dashboard Limited (all
wholly owned subsidiaries of Bytes Technology Limited) in the two years immediately preceding 28 February 2023
multiplied by a market multiple to be determined at the vesting date. The B ordinary shares participate in 15% of the
growth above the pre-determined hurdle. These shares carry no dividend rights. Upon vesting of the B ordinary shares,
the B ordinary shares are converted into Fixed Rate Preference Shares (FRPS), the FRPS are immediately converted into
A ordinary shares in Blenheim Group Limited or Altron shares, at Altron’s election. In the event of an initial public
offering (IPO) occurring before the vesting date, Bytes Technology Limited will exercise its Drag Along Rights and
terminate the scheme on listing. In this situation, the value of the shares will be determined by taking the average profits
for the Blenheim Group of companies in the preceding 24 months. Any share-based payment expense resulting from
accelerating the vesting period of the shares, will be immediately recognised in profit or loss on termination.

None of the B ordinary shares in either Bytes Technology Limited or Blenheim Group Limited are exercisable at the
reporting dates. The details of the Bytes Technology Limited and Blenheim Group Limited B ordinary shares in issue are
as follows:

Bytes Technology Limited Number of
shares
B ordinary shares issued in Bytes Technology Limited as at 28 February 2018, 2019, 29 February 2020 1,000

and 31 August 2020

Blenheim Group Limited Number of

shares
B ordinary shares issued in Blenheim Group Limited as at 28 February 2018 and 2019 -
B ordinary shares issued in Blenheim Group Limited on 10 February 2020 1,000
B ordinary shares issued in Blenheim Group Limited as at 29 February 2020 and 31 August 2020 1,000
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28 (b) Fair value and assumptions of B ordinary shares awarded
(1) Bytes Technology Limited Scheme

15 November

2016
Fair value at grant date (GBP) 3.00
Share price (GBP) 65.76
Exercise price (GBP) 72.33
Expected volatility (%) 25.00
Vesting period (years) 5
Dividend yield (%) 9.3
Risk-free interest rate (%) 1.40

The fair value of the services received is measured using the Binomial Approach Model.

The expected volatility is based on the average historic volatility of peer group companies (based on the vesting period
remaining).

The weighted average remaining period to vesting on the B ordinary shares at the end of the 6-month period to 31 August
2020 was 0.5 years (29 February 2020: 1 year and 28 February 2019: 2 years).

(2) Blenheim Group Limited Scheme

10 February

2020

Fair value at grant date (GBP) 3.00
Share price (GBP) 41.40
Exercise price (GBP) 51.75
Expected volatility (%) 30.30
Vesting period (years) 3
Dividend yield (%) 9.5
Risk-free interest rate (%) 0.31

The fair value of the services received is measured using the Binomial Approach Model.

The expected volatility is based on the average historic volatility of peer group companies (based on the vesting period

remaining).

The weighted average remaining period to vesting on the B ordinary shares at the end of the 6-month period was 2.5 years

(29 February 2020: 3 years).

28(c) Share-based payment employee expenses

6-month  6-month
Year Year Year period period
ended 28 ended 28 ended 29 ended 31 ended 31
February  February  February August August
2018 2019 2020 2019 2020
Unaudited
£000 £000 £000 £000 £000
Equity settled share-based payment expenses 144 338 271 120 154
144 338 271 120 154
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29. Earnings per share

29(a) Basic earnings per share
6-month  6-month
Year Year Year period period
ended 28 ended 28 ended 29 ended 31 ended 31
February February February August August

2018 2019 2020 2019 2020
Unaudited
Basic earnings per share £ £ £ £ £
From profit for the period attributable to owners of the 809 1,514 2,416 1,273 1,576
company
Total basic earnings per share attributable to owners 809 1,514 2,416 1,273 1,576

of the company

29(b) Diluted earnings per share
6-month  6-month
Year Year Year period period
ended 28 ended 28 ended 29 ended 31 ended 31
February February February August August

2018 2019 2020 2019 2020
Unaudited
Diluted earnings per share £ £ £ £ £
From profit for the period attributable to owners of 728 1,362 2,174 1,146 1,418
the company
Total diluted earnings per share attributable to 728 1,362 2,174 1,146 1,418

owners of the company

29(c) Headline earnings per share
6-month  6-month

Year Year Year period period
ended 28 ended 28 ended 29 ended 31 ended 31
February  February  February August August
2018 2019 2020 2019 2020
Unaudited
Headline earnings per share £ £ £ £ £
From profit for the period attributable to owners 809 1,514 2416 1,273 1,576
of the company
Adjusted for:
Loss on disposal of property, plant and equipment - - 1 - 2
Total headline earnings per share attributable to 809 1,514 2,417 1,273 1,578

owners of the company
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29(d) Diluted headline earnings per share
6-month  6-month
Year Year Year period period
ended 28 ended 28 ended 29 ended 31 ended 31
February  February  February August August

2018 2019 2020 2019 2020
Unaudited

Diluted headline earnings per share £ £ £ £ £
From profit for the period attributable to owners of 728 1,362 2,174 1,146 1,418
the company
Adjusted for:
Loss on disposal of property, plant and equipment - - 1 - 2
Total diluted headline earnings per share 728 1,362 2,175 1,146 1,420

attributable to owners of the company

29(e) Weighted average number of shares used as the denominator
6-month 6-month
Year Year Year period period
ended 28 ended 28 ended 28 ended 31 ended 31
February  February  February August August

2018 2019 2020 2019 2020

Number Number Number  Number Number
Weighted average number of A ordinary shares 10,000 10,000 10,000 10,000 10,000
used as the denominator in calculating basic
earnings per share and headline earnings per share
Adjustments for calculation of diluted earnings
per share and diluted headline earnings per share:
- B Ordinary shares 1,111 1111 1,111 1111 1,111
Weighted average number of A ordinary shares 11,111 11,111 11,111 11,111 11,111

and potential ordinary shares used as the
denominator in calculating diluted earnings per
share and diluted headline earnings per share

29(f) Information concerning the classification of securities

(i) Shares split

As discussed in note 26, On 19 October 2020 a written resolution was passed to sub-divide the 1 A ordinary share of £1
in the capital of Bytes Technology Limited into 10,000 A ordinary shares of £0.0001 each. The calculation of basic and
diluted earnings per share for all periods presented have been retrospectively adjusted to reflect this share split.

(ii) B Ordinary shares

B ordinary shares issued to certain members of management under the Bytes Technology Limited Employee Share
Scheme are considered to be potential ordinary shares since they are convertible to A ordinary shares if certain conditions
are met. The B ordinary shares have therefore been included in the determination of diluted earnings per share and diluted
headline earnings per share. The maximum total value of additional A ordinary shares resulting from the conversion of
the B ordinary shares, will be no more than 10% of the total market value of the group at the date of conversion. The
maximum value of 10% has been assumed for the purposes of calculating diluted earnings per share. The B ordinary
shares have not been included in the determination of basic earnings per share or headline earnings per share. Details
relating to the B ordinary shares are set out in note 28.
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30. First-time adoption of IFRS

Assets

Non-current assets

Property, plant and equipment
Intangible assets

Deferred tax assets

Total non-current assets

Current assets

Inventories

Trade and other receivables
Cash and cash equivalents

Total current assets
Total assets

Liabilities

Non-current liabilities
Lease liabilities
Deferred tax liabilities
Total non-current liabilities
Current liabilities
Trade and other payables
Current tax liabilities
Lease liabilities

Total current liabilities
Total liabilities

Net assets

Equity

Issued share capital
Share premium

Other reserves

Retained earnings

Total equity
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IFRS opening
balance sheet
1 March
2017

£000

5216
14,775
9

20,000

98
23,046
28,059
51,203

71,203

(1393

(139)

(44,611)
(1,061)

(45,672)

(45,811)
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31. Changes in accounting policies

31(a) IFRS 9 ‘Financial Instruments’

(1) Classification and measurement

On 1 March 2018 the group classified its financial assets into the appropriate IFRS 9 categories. Financial assets
previously categorised as loans and receivables were reclassified as financial assets at amortised cost. The carrying values
of the financial assets reclassified at 1 March 2018 were the same as at 28 February 2018, see note 13.

(2) Impairment of trade receivables

The group applies the IFRS 9 simplified approach to measuring expected credit losses which uses a lifetime expected loss
allowance for all trade receivables. This resulted in an increase of the loss allowance on 1 March 2018 of £476k. Note
14 provides further details about the calculation of the allowance.

31(b) IFRS 15 ‘Revenue from Contracts with Customers’
IFRS 15 provides a comprehensive framework for recognising revenue from contracts with customers and replaces IAS
18 Revenue, IAS 11 Construction Contracts, and related interpretations.

The adjustments recognised by the group on adoption of IFRS 15 shown below are recognised as equal reductions to both
revenue and cost of sales with no impact on gross profit, operating profit or cashflow of the group. The balance sheet
also remains unaffected by these adjustments.

In adopting IFRS 15, the group has made changes from principal to agent for the following revenue streams:
(1) Included within software revenue:

e Cloud-hosted software

e Security licensing

e Licenses where updates are critical to the effectiveness of the product

(2) Included within services revenue:

e Public-sector pass-through business

e Third party support and warranty products

e Third party training and consultancy services

Under IFRS 15, based on the concept of “control” and the transfer thereof and the change in the criteria to be considered
when assessing whether an arrangement should be accounted for on a principal or agent basis, these arrangements are
now accounted for by the group as an agent in terms of IFRS 15. One of the previously relevant risk-based indicators, i.e.
credit risk, is no longer included in the guidance under IFRS 15, further supporting the conclusions reached.

Under IFRS 15, revenue is recognised at an amount that reflects the consideration to which an entity expects to be entitled

for transferring goods or services to a customer when a customer obtains control of the goods or services. For additional
information about the group’s accounting policy relating to revenue recognition, see note 1.12.
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Transition to IFRS 15

Changes in accounting policies from the adoption of IFRS 15 have been applied retrospectively. However, the group has
elected not to restate comparative information and instead include the cumulative effects of applying the standard at 1
March 2018. Accordingly, information relating to the year ended 28 February 2018 and prior periods does not reflect the

requirements of IFRS 15 but rather those of IAS 18.

The group applied the following practical expedients when first applying IFRS 15:

1. The group has elected to apply IFRS 15 only to contracts that were not completed as at the date of initial application.
2. For contracts that were completed that had variable consideration, the transaction price at the date that the contract

was completed was used, rather than estimating variable consideration amounts.

3. For contracts that were modified before the adoption date, the contracts were not restated for these contract
modifications and instead, the aggregate effect of all modifications that occurred before the adoption date were
considered in aggregate when identifying the satisfied and unsatisfied performance obligations, determining the

transaction price and allocating the transaction price to the satisfied and unsatisfied performance obligations.

4. For all reporting periods presented before the date of initial application, the group elected not to disclose the amount
of the transaction price allocated to the remaining performance obligations and an explanation of when it expected to

recognise that amount as revenue.

5. When, at contract inception, the period between the transfer of a promised good or service and payment for that good

or service was one year or less, the group elected not to account for the effects of the time value of money.

In summary, the following adjustments were made to the amounts recognised in the statement of profit or loss and other

comprehensive income:

Amounts that

would have been Amounts

recognised under recognised for

IAS 18 for the the year ended

Statement of profit or loss and other comprehensive income year ended 28 Effect of 28 February
(extract) 2019 February 2019 IFRS 15 2019
£000 £000 £000

Hardware 26,025 - 26,025
Software 488,765  (187,474) 301,291
Services 23,863 (1,521) 22,342
Total revenue 538,653 (188,995) 349,658
Cost of sales (475,040) 188,995 (286,045)
63,613 - 63,613
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31(c) IFRS 16 ‘Leases’
This note explains the impact of the adoption of IFRS 16, ‘Leases’, on the group’s financial statements.

As indicated in note 1.15, the group has adopted IFRS 16, ‘Leases’ retrospectively from 1 March 2019, but has not restated
comparatives for the previous reporting periods, as permitted under the specific transition provisions in the standard. The
reclassifications and the adjustments arising from the new leasing standard are therefore recognised in the opening balance
sheet on 1 March 2019. The new accounting policies are disclosed in note 1.16. On adoption of IFRS 16, the group
recognised lease liabilities in relation to leases which had previously been classified as ‘operating leases’ under the
principles of IAS 17, ‘Leases’. These liabilities were measured at the present value of the remaining lease payments,
discounted using the lessee’s incremental borrowing rate as of 1 March 2019. The group cannot readily determine the
interest rate implicit in the lease, therefore, it uses its incremental borrowing rate to measure lease liabilities. The
incremental borrowing rate is the rate of interest that the group would have to pay to borrow over a similar term, and with
a similar security, the funds necessary to obtain an asset of a similar value to the right-of-use asset in a similar economic
environment. The group estimates the incremental borrowing rate using observable inputs (such as market interest rates)
when available and is required to make certain entity-specific estimates (such as the subsidiary’s stand-alone credit rating).
The weighted average lessee’s incremental borrowing rate applied to the lease liabilities on 1 March 2019 was 4.75%.

(i) Practical expedients applied

In applying IFRS 16 for the first time, the group has used the following practical expedients permitted by the standard:

e applying a single discount rate to a portfolio of leases with reasonably similar characteristics;

e relying on previous assessments on whether leases are onerous as an alternative to performing an impairment review
— there were no onerous contracts as at 1 March 2019;

e accounting for operating leases with a remaining lease term of less than 12 months as at 1 March 2019 as short-term
leases;

e excluding initial direct costs for the measurement of the right-of-use asset at 1 March 2019; and

¢ using hindsight in determining the lease term where the contract contains options to extend or terminate the lease.

The group has continued to account for leases relating to low-value assets as operating leases and included them in
administrative expenses. The group uses judgement in determining what is a low-value lease, but in general these are
leases that relate to assets with a value lower than £5,000.

The group has also elected not to reassess whether a contract is, or contains, a lease at the date of initial application.
Instead, for contracts entered into before the transition date the group relied on its assessment made applying IAS 17 and

Interpretation 4 Determining whether an Arrangement contains a Lease.

(ii) Measurement of lease liabilities

2019
£000
Operating lease commitments disclosed as at 28 February 2019 2,035
Discounted using the lessee’s incremental borrowing rate of 4.75% at the date of initial application 1,700
(Less): short-term leases not recognised as a liability (54)
(Less): leases of low-value assets not recognised as a liability (24)
Lease liability recognised as at 1 March 2019 1,622
Of which are:
Current lease liabilities 307
Non-current lease liabilities 1,315
1,622

(iii) Measurement of right-of-use assets
The right-of-use assets were measured at the amount equal to the lease liability at 1 March 2019.
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(iv) Adjustments recognised in the balance sheet on 1 March 2019

The change in accounting policy affected the following items in the balance sheet on 1 March 2019:
e Right-of-use assets — increase by £1,622k

o Lease liabilities — increase by £1,622k

32.Subsidiaries
The group’s subsidiaries included in the Historical Financial Information are set out below. The country of incorporation
is also their principal place of business.

Name of entity Country of Ownership  Principal activities
incorporation interest

Bytes Software Services UK 100% Providing cloud-based licensing and infrastructure

Limited and security sales within both the corporate and
public sector sectors

Bytes Security Partnerships ~ UK 100% Providing cloud-based licensing and infrastructure

Limited and security sales within both the corporate and
public sector sectors

Blenheim Group Limited UK 100% Holding company

Phoenix Software limited UK 100% Providing cloud-based licensing and infrastructure

and security sales within both the corporate and
public sector sectors

License Dashboard Limited =~ UK 100% Providing cloud-based licensing and infrastructure
and security sales within both the corporate and
public sector sectors

Bytes Technology Group UK 100% Dormant for all periods
Holdings Limited

Bytes Technology Training ~ UK 100% Dormant for all periods
Limited

Elastabytes Limited UK 50% Dormant for all periods

The registered address of all of the group subsidiaries included above is Bytes House, Randalls Way, Leatherhead, Surrey,
KT22 7TW.
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Ernst & Young LLP Tel: +44 20 7951 2000
1 More London Place Fax: +44 20 7951 1345
London ey.com

Building a better SE1 2AF

working world

The Directors 2 November 2020
Bytes Technology Group plc

Bytes House,

Randalls Way,

Leatherhead,

Surrey, KT22 7TW

Dear Sirs
Bytes Technology Group plc

We report on the historical financial information of Bytes Technology Group plc set out in
section B of Part 10 (the “Historical Financial Information”) as at 7 October 2020. This historical
financial information has been prepared for inclusion in the registration document dated 2
November 2020 (the “Registration Document”) of Bytes Technology Group plc (the “Company”)
on the basis of the accounting policies set out in notes 1 to 3 of the financial information table.

This report is required by item 18.3.1 of Annex 1 of Commission Delegated Regulation (EU)
2019/980 and is given for the purpose of complying with that item and for no other purpose.

Save for any responsibility that may arise under Prospectus Regulation Rule 5.3.2R (2)(f) to
any person as and to the extent there provided, to the fullest extent permitted by law we do not
assume any responsibility and will not accept any liability to any other person for any loss
suffered by any such other person as a result of, arising out of, or in connection with this report
or our statement, required by and given solely for the purposes of complying with item 1.3 of
Annex 1 of Commission Delegated Regulation (EU) 2019/980, consenting to its inclusion in the
Registration Document.

Responsibilities

The Directors of the Company are responsible for preparing the financial information table in
accordance with Financial Reporting Standard 101 ‘Reduced Disclosure Framework’.

It is our responsibility to form an opinion on the financial information and to report our opinion to
you.

Basis of opinion

We conducted our work in accordance with Standards for Investment Reporting issued by the
Auditing Practices Board in the United Kingdom. Our work included an assessment of evidence
relevant to the amounts and disclosures in the historical financial information. It also included
an assessment of significant estimates and judgments made by those responsible for the
preparation of the historical financial information and whether the accounting policies are
appropriate to the entity's circumstances, consistently applied and adequately disclosed.

We planned and performed our work so as to obtain all the information and explanations which
we considered necessary in order to provide us with sufficient evidence to give reasonable

The UK Firm Ernst & Young LLP is a limited liability partnership registered in England and Wales with registered number OC300001 and is a member firm of Emst & Young Global Limited.
A list of members’ names is available for inspection at 1 More London Place, London SE1 2AF, the firm’s principal place of business and registered office. Emst & Young LLP is a multi-
disciplinary practice and is authorised and regulated by the Institute of Chartered Accountants in England and Wales, the Solicitors Regulation Authority (authorisation number 614947), the
Financial Conduct Authority (registration number 196203) and other regulators. Further details can be found at http:/www.ey.com/UK/en/Home/Legal
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assurance that the financial information is free from material misstatement whether caused by
fraud or other irregularity or error.

Our work has not been carried out in accordance with auditing or other standards and practices
generally accepted in other jurisdictions and accordingly should not be relied upon as if it had
been carried out in accordance with those standards and practices.

Opinion

In our opinion, the financial information gives, for the purposes of the Registration Document
dated 2 November 2020, a true and fair view of the state of affairs of Bytes Technology Group
plc as at the dates stated in accordance with Financial Reporting Standard 101 ‘Reduced
Disclosure Framework’.

Declaration

For the purposes of item 1.2 of Annex 1 Commission Delegated Regulation (EU) 2019/980 we
are responsible for this report as part of the Registration Document and declare that, to the
best of our knowledge, the information contained in this report is in accordance with the facts
and that the report contains no omission likely to affect its import. This declaration is included in
the prospectus in compliance with item 1.2 of Annex 1 of Commission Delegated Regulation
(EU) 2019/980 supplementing Regulation (EU) 2017/1129.

Yours faithfully
Emst Mourg LLFP

Ernst & Young LLP
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SECTION B : FINANCIAL INFORMATION OF THE COMPANY
Bytes Technology Group plc (CRN: 12935776)

Balance Sheet As at 7 October 2020
(£)

Assets

Non-current assets 0
Current assets

Cash and cash equivalents 2
Total assets 2
Non-current liabilities 0
Current liabilities 0
Total net assets 2
Equity

Issued share capital 2
Total equity 2

Signed by Keith Richardson, as director of Bytes Technology Group plc
Date: 2 November 2020

Notes to the financial information

1. Corporate information

Bytes Technology Group plc (formerly Bytes Technology Holdings plc) (the “Company”) was incorporated
on 7 October 2020 as a public limited company under the laws of England and Wales with a share capital
of £2. On 14 October 2020 the shareholding was transferred to Neil Murphy and Keith Richardson.

The registered office of the Company is Bytes House, Randalls Way, Leatherhead, KT22 7TW and the
company number of the Company is 12935776.

2. Basis of preparation

The balance sheet of the Company has been prepared in accordance with Financial Reporting Standard
101 ‘Reduced Disclosure Framework’ and in accordance with applicable accounting standards. The
balance sheet has been prepared on a historical cost basis and is presented in Great British Pounds. The
Company has no historical operations.

3. Going concern

At the balance sheet date, the Company has net assets and holds no liabilities. Accordingly, the Directors
and the Proposed Directors are satisfied that the going concern basis remains appropriate for the
preparation of the balance sheet.

4. Subsequent events
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Subsequent to the date of incorporation the Company allotted 50,000 preference shares and resolved to
change the name of the Company from "Bytes Technology Holdings plc" to "Bytes Technology Group plc".
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PART 11 - ADDITIONAL INFORMATION

1 Responsibility statement

The Directors and the Proposed Directors, whose names appear in Part 6 "Directors, Proposed Directors,
Senior Management and Corporate Governance", and the Company accept responsibility for the
information contained in this Registration Document. To the best of the knowledge of the Directors, the
Proposed Directors and the Company, the information contained in this Registration Document is in
accordance with the facts and the Registration Document contains no omission likely to affect its import.

2 Incorporation and activity of the Company

21 The Company was incorporated in England & Wales on 7 October 2020 as a public limited
company under the Act with the name Bytes Technology Holdings plc and with the registered
number 12935776. On 28 October 2020, the Company's name was changed to Bytes Technology
Group plc. The Company is not registered as an external company in terms of the South African
Companies Act.

2.2 The Company's registered office is Bytes House, Randalls Way, Leatherhead, Surrey, England,
KT22 7TW and its telephone number is +44 1372 418 500

2.3 The business of the Company, and its principal activity, is to act as the ultimate holding company
of the Bytes Group.

24 The principal legislation under which the Company operates and the Shares have been created
are the Act and regulations made thereunder. The Company operates in conformity with its

constitution.
3 Share capital of the Company
3.1 Issued share capital of the Company

The issued share capital of the Company as at the date of this Registration Document is as

follows:
Share Class Nominal Value Number of Shares Issued Aggregate Nominal Value
Ordinary £0.01 2 £0.02
Redeemable £1.00 50,000 £50,000
Preference

3.2 History of the share capital

On incorporation, the issued share capital of the Company was 2 Shares of £0.01 each. On 15 October
2020, the Company issued 50,000 redeemable preference shares of £1.00 each.

4 Summary of articles of association

The articles of association of the Company (the "Articles") contain provisions, amongst others, to the
following effect:

4.1 Voting Rights

Subject to any terms as to voting upon which any shares may be issued or may for the time being be
held, the total number of votes a member present in person or (being a corporation) who is present by a
duly authorised representative or a proxy for a member has on a show of hands shall be determined in
accordance with the Act. On a poll every member present in person or by proxy or by representative (in
the case of a corporate member) shall have one vote for each share of which he is the holder, proxy or
representative. If a member or his duly appointed representative or proxy present at a general meeting
votes on a poll, he does not need to use all his votes or cast all the votes in the same way.

A shareholder is not entitled to vote unless all calls due from him have been paid.

A shareholder is also not entitled to attend or vote at meetings of the Company in respect of any shares
held by him in relation to which he or any other person appearing to be interested in such shares has
been duly served with a notice under section 793 of the Act (a "793 notice") and, having failed to comply
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with such notice within the period specified in such notice (being not less than 14 days from the date of
service of such notice), is served with a disenfranchisement notice. Such disentitlement will apply until the
Company has withdrawn the disenfranchisement notice, or until the disenfranchisement notice is deemed
to have been withdrawn (seven days after receipt by the Company of the information required to comply
with the 793 notice) whichever is the earlier.

4.2 General Meetings

The Company must hold an annual general meeting in accordance with the Act in addition to any other
general meetings held in the year. The directors can call a general meeting at any time.

At least 21 clear days' written notice must be given for every annual general meeting. For all other general
meetings, not less than 14 clear days' written notice must be given. The notice for any general meeting
must state:

(a) whether the meeting is an annual general meeting or general meeting;
(b) the date, time and place of the meeting;
(c) whether the meeting is a physical meeting or a hybrid meeting;

(d) where the meeting is a hybrid meeting, details of the facilities for attendance and participation by
electronic means at the meeting;

(e) the general nature of the business of the meeting;
() any intention to propose a resolution as a special resolution; and

(9) that a member entitled to attend and vote is entitled to appoint one or more proxies to attend, to
speak and to vote instead of him and that a proxy need not also be a member.

All members who are entitled to receive notice under the Articles must be given notice.

Before a general meeting starts, there must be a quorum, being two members present in person or by
proxy or corporate representative.

Each Director can attend and speak at any general meeting.

To facilitate the organisation and administration of any general meeting, the Company may decide that the
meeting shall be held at two or more locations. Any general meeting of the Company taking place at two
or more locations shall be treated as taking place where the Chairman of the meeting presides ("principal
meeting place") and any other location where that meeting takes place will be a "satellite meeting". A
member present in person or by proxy at a satellite meeting may be counted in the quorum and may
exercise all rights that they would have been able to exercise if they were present at the principal meeting
place.

4.3 Dividends

Subject to the Act, the Company may, by ordinary resolution, declare dividends to be paid to members of
the Company according to their rights and interests in the profits of the Company available for distribution,
but no dividend shall be declared in excess of the amount recommended by the Board.

Subject to the Act, the Board may from time to time pay to the shareholders of the Company such interim
dividends as appear to the Board to be justified by the profits available for distribution and the position of
the Company.

Except insofar as the rights attaching to, or the terms of issue of, any share otherwise provide (no such
shares presently being in issue), all dividends shall be apportioned and paid pro rata according to the
amounts paid or credited as paid up (other than in advance of calls) on the shares. Any dividend unclaimed
after a period of 6 years from the date of declaration shall be forfeited and shall revert to the Company.

The Board may, if authorised by an ordinary resolution, offer the holders of shares the right to elect to
receive additional ordinary shares, credited as fully paid, instead of cash in respect of any dividend or any
part of any dividend.

The Board may withhold dividends payable on shares representing not less than 0.25 per cent. by number
of the issued shares of any class after there has been a failure to comply with any notice under section 793
of the Act requiring the disclosure of information relating to interests in the shares concerned as referred
to in paragraph above.
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4.4 Return of Capital

On a voluntary winding-up of the Company the liquidator may, with the sanction of a special resolution of
the Company and subject to the Act and the Insolvency Act 1986 (as amended) or the rights of any other
class of shares divide amongst the shareholders of the Company in specie the whole or any part of the
assets of the Company, or vest the whole or any part of the assets in trustees upon such trusts for the
benefit of the members as the liquidator, with the like sanction, shall determine.

4.5 Transfer of shares

The Shares are in registered form.

The Articles provide for shares to be held in CREST accounts, or through another system for holding
shares in uncertificated form, such shares being referred to as "Participating Securities". Subject to such
of the restrictions in the Articles as shall be applicable, any member may transfer all or any of his shares.
In the case of shares represented by a certificate ("Certificated Shares") the transfer shall be made by an
instrument of transfer in any usual form or in any other form which the Board may approve. Transfers of
Participating Securities will be in accordance with and subject to the Uncertificated Securities Regulations
2001.

The instrument of transfer of a Certificated Share shall be executed by or on behalf of the transferor and
(in the case of a partly paid share) by or on behalf of the transferee and the transferor is deemed to remain
the holder of the share until the name of the transferee is entered in the register of members.

The Board may, in its absolute discretion and without assigning any reason therefor, refuse to register any
instrument of transfer of shares, all or any of which are not fully paid.

The Board may also refuse to register a transfer unless:

(a) in the case of a Certificated Share, the instrument of transfer (duly stamped if required) or duly
certificated (or otherwise shown to the satisfaction of the Board to be exempt from stamp duty) is
lodged at the registered office of the Company or at some other place as the Board may appoint
accompanied by the relevant share certificate and such other evidence of the right to transfer as
the Board may reasonably require;

(b) in the case of a Certificated Share, the instrument of transfer is in respect of only one class of share;

(c) in the case of a transfer to joint holders, the transfer is in favour of not more than four such
transferees; and

(d) the instrument of transfer relates to a share in respect of which all sums presently payable to the
Company have been paid and which is freely transferable, unless otherwise required by law.

In the case of Participating Securities, the Board may refuse to register a transfer if the Uncertificated
Securities Regulations 2001 (as amended) allow it to do so, and must do so where such regulations so
require.

The Board may also decline to register a transfer of shares if they represent not less than 0.25 per cent. by
number of their class and there has been a failure to comply with a notice requiring disclosure of interests
in the shares (as referred to in paragraph 4.8 below), resulting in a disenfranchisement notice, unless the
shareholder has not, and proves that no other person has, failed to supply the required information. Such
refusal may continue until the Company withdraws the disenfranchisement notice, or it is deemed to have
been withdrawn, but the Board shall not decline to register:

(a) a transfer which is shown to the satisfaction of the Board to be in connection with a bona fide sale
of the beneficial interest in any shares to any person who is unconnected with the shareholder and
with any other person appearing to be interested in the share;

(b) a transfer pursuant to the acceptance of an offer made to all the Company's shareholders or all
the shareholders of a particular class to acquire all or a proportion of the shares or the shares of a
particular class; or

(c) a transfer in consequence of a sale made through a recognised investment exchange or any stock
exchange outside the United Kingdom on which the Company's shares are normally traded.

4.6 Variation of Rights

Subject to the Act, all or any of the rights attached to any class of share may be varied (whether or not the
Company is being wound up) either with the written consent of the holders of not less than three-quarters
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in nominal value of the issued shares of that class or with the sanction of a special resolution passed at a
separate general meeting of such holders. The quorum at any such general meeting is two persons holding
or representing by proxy at least one-third in nominal value of the issued shares of that class and at an
adjourned meeting the quorum is one holder present in person or by proxy, whatever the amount of his
shareholding. Any holder of shares of the class in question present in person or by proxy may demand a
poll. Every holder of shares of the class shall be entitled, on a poll, to one vote for every share of the class
held by him. Except as set out above, such rights shall not be varied.

The special rights conferred upon the holders of any shares or class of shares shall not, unless otherwise
expressly provided in the Articles or the conditions of issue of such shares, be deemed to be varied by the
creation or issue of new shares ranking pari passu therewith or subsequent thereto.

4.7 Share Capital and changes in share capital

Subject to and in accordance with the provisions of the Act, the Company may issue redeemable shares.
Without prejudice to any special rights previously conferred on the holders of any existing shares, any
share may be issued on terms that they are to be redeemed or that they are, at the option of the Company
or a member, liable to be redeemed on such terms and in such manner as may be determined by the
Board.

Subject to the provisions of the Articles and the Act and without prejudice to the rights attaching to any
existing shares or class of shares, the Board may offer, allot (with or without a right of renunciation), issue,
grant options over, reclassify or otherwise deal with or dispose of shares to such persons, at such time and
for such consideration and upon such terms and conditions as the Board may determine.

The Company may by ordinary resolution alter its share capital in accordance with the Act. The relevant
resolution may determine that, as between the holders of shares resulting from a sub-division, any of
the shares may have any preference or advantage or be subject to any restriction as compared with
the others. Any alteration of the Company's share capital shall be approved by special resolution if such
alteration would constitute an amendment or alteration to the Articles for the purposes of the JSE Listings
Requirements.

4.8 Disclosure of interests in shares

Section 793 of the Act provides a public company with the statutory means to ascertain the persons who
are, or have within the last three years been, interested in its relevant share capital and the nature of such
interests. When a shareholder receives a statutory notice of this nature, he or she has 14 days to comply
with it, failing which the Company may decide to restrict the rights relating to the relevant shares and send
out a further notice to the holder (known as a "disenfranchisement notice"). The disenfranchisement
notice will state that the identified shares no longer give the shareholder any right to attend or vote at a
shareholders' meeting or to exercise any other right in relation to shareholders' meetings.

Once the disenfranchisement notice has been given, if the Directors are satisfied that all the information
required by any statutory notice has been supplied, the Company shall, within not more than seven days,
withdraw the disenfranchisement notice.

The Articles do not restrict in any way the provisions of section 793 of the Act.
4.9 Non-UK and non-South African shareholders
Shareholders with addresses outside the United Kingdom and South Africa are not entitled to receive

notices from the Company unless they have given the Company an address within the United Kingdom or
within South Africa at which such notices shall be served.

410 Untraced shareholders

Subject to various notice requirements, the Company may sell any of a shareholder's shares in the
Company if, during a period of 12 years, at least three dividends on such shares have become payable
and no dividend has been claimed during that period in respect of such shares, the Company has received
no indication of the whereabouts of the shareholder, it has taken reasonable steps to trace the shareholder
and it has sent a notice of its intention to sell the shares to the shareholder's last known address.

4.11 Borrowing powers
The Board may exercise all the powers of the Company to borrow money and to mortgage or charge all

or any of its undertaking, property and assets (present and future) and uncalled capital and subject to any
relevant statutes, to issue debentures and other securities, whether outright or as collateral security for any
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debt, liability or obligations of the Company or any third party.

These borrowing powers may be varied by an alteration to the Articles which would require a special
resolution of the shareholders.

412 Directors

Subject to the Act, and provided he has made the necessary disclosures, a Director may be a party to or
otherwise directly or indirectly interested in any transaction or arrangement with the Company or in which
the Company is otherwise interested or a proposed transaction or arrangement with the Company.

The Board has the power to authorise any matter which would or might otherwise constitute or give rise to
a breach of the duty of a Director under section 175 of the Act to avoid a situation in which he has, or can
have, a direct or indirect interest that conflicts, or possibly may conflict with, the interests of the Company.
Any such authorisation will only be effective if any requirement about the quorum of the meeting is met
without including the Director in question and any other interested director and the matter was agreed to
without such directors voting (or would have been agreed to if the votes of such directors had not been
counted). The Board may impose terms or conditions in respect of its authorisation.

Save as mentioned below, a Director shall not vote in respect of any matter in which he has, directly or
indirectly, an interest (otherwise than by virtue of his interests in shares or debentures or other securities
of, or otherwise in or through, the Company) or a duty which conflicts or may conflict with the interests of
the Company. A Director shall not be counted in the quorum at a meeting in relation to any resolution on
which he is debarred from voting.

A Director shall be entitled to vote (and be counted in the quorum) in respect of any resolution where:

(a) the resolution relates to the giving to a third party of a guarantee, security or indemnity in respect
of an obligation of the Company or any of its subsidiary undertakings for which the Director
has assumed responsibility in whole or in part and whether alone or jointly with others under a
guarantee or indemnity or by the giving of security;

(b) his interest arises by virtue of his being, or intending to become, a participant in the underwriting or
sub-underwriting of an offer of any shares, debentures or other securities by the Company or any
of its subsidiary undertakings for subscription, purchase or exchange;

(c) the resolution relates to the giving to him of any other indemnity where all other Directors are also
being offered indemnities on substantially the same terms;

(d) the resolution relates to the funding by the Company of his expenditure on defending proceedings
or the doing by the Company of anything to enable him to avoid incurring such expenditure where
all other Directors are being offered substantially the same arrangements;

(e) the resolution relates to any proposal concerning any other company in which he is interested,
directly or indirectly, whether as an officer or shareholder or otherwise, provided that he does not
hold an interest in shares (as that term is used in Part 22 of the Act) representing 1 per cent. or
more of either any class of the equity share capital of such company or of the voting rights available
to members of such company;

(f) the resolution relates to any arrangement for the benefit of the employees of the Company or any
of its subsidiary undertakings, which does not award him any privilege or benefit not generally
awarded to the employees to whom such arrangement relates;

(9) the resolution relates to any proposal concerning any insurance which the Company is empowered
to purchase and/or maintain for or for the benefit of any of the Directors or for persons who include
Directors provided that, for these purposes, "insurance" means only insurance against liability
incurred by a Director in respect of any act or omission by him or any other insurance which the
Company is empowered to purchase and/or maintain for or for the benefit of any groups of persons
consisting of or including Directors; or

(h) the resolution relates to the giving to him or any other person of a guarantee, security or indemnity
in respect of money lent to, or an obligation incurred by him or by any other person at the request
of or for the benefit of, the Company or any of its subsidiary undertakings.

The Directors shall be paid such remuneration by way of fees for their services as may be determined by
the Board, save that, unless otherwise approved by ordinary resolution of the Company in general meeting,
the aggregate amount of such fees of all Directors (excluding any remuneration of a Director under or in
connection with an executive service contract) shall not exceed £750,000 per annum. The Directors shall
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also be entitled to be repaid by the Company all hotel expenses and other expenses of travelling to and
from board meetings, committee meetings, general meetings or otherwise incurred while engaged in the
business of the Company. Any Director who by request of the Board performs special services or goes or
resides abroad for any purposes of the Company may be paid such extra remuneration by way of salary,
percentage of profits or otherwise as the Board may determine.

The Company may provide benefits, whether by the payment of gratuities or pensions or by insurance
or otherwise, to or for the benefit of any directors who held (but no longer hold) executive office or
employment with the Company or any of its subsidiary undertakings or a predecessor in business of any
of them or to or for the benefit of persons who are or were related to or dependants of any such Directors.

The Directors and officers of the Company are entitled to be indemnified against all losses and liabilities
which they may sustain in the execution of the duties of their office, except to the extent that such an
indemnity is not permitted by sections 232 or 234 of the Act. Subject to sections 205(2) to (4) of the Act,
the Company may provide a Director with funds to meet his expenditure in defending any civil or criminal
proceedings brought or threatened against him in relation to the Company. The Company may also provide
a Director with funds to meet expenditure incurred in connection with proceedings brought by a regulatory
authority and indemnify a Director in connection with the Company's activities as a trustee of a pension
scheme.

The Directors are obliged to retire by rotation and are eligible for re-election annually. Any Director
appointed by the Board holds office only until the next annual general meeting, when he is eligible for re-
election.

There is no age limit for Directors.

Unless and until otherwise determined by ordinary resolution of the Company, the Directors (other than
alternate Directors) shall not be less than two nor more than 10 in number.

413 Redemption

The Shares are not redeemable.

414  Electronic communications

The Company may communicate electronically with its members in accordance with the provisions of the
Electronic Communications Act 2000.

415 Movement of Shares between registers

The Shares are fully fungible and will be able to be transferred between registers, subject to investors
obtaining the exchange control approvals where necessary. South African resident investors may only
acquire Shares, via the JSE, that are already on the South African branch share register maintained by
Computershare Investor Services Proprietary Ltd, the Company’s transfer secretaries. Non South-African
residents are not subject to South African Exchange Control Regulations and may freely transfer the
Shares between branch registers.

5 Subsidiaries, investments and principal establishments
The Company is the holding company of the Bytes Group. At the date of this Registration Document
the Company has one direct, wholly-owned subsidiary, Bytes Technology Holdco. On Admission and

completion of the Demerger, the Company will have the significant direct and indirect subsidiaries set out
in the table below.

Proportion of ownership interest

Name Country of incorporation (including voting power)

Bytes Technology Holdco Limited England & Wales 100%
Bytes Technology Limited England & Wales 100%
Bytes Software Services Limited England & Wales 100%
Bytes Security Partnerships Limited England & Wales 100%
Blenheim Group Limited England & Wales 100%
Phoenix Software Limited England & Wales 100%
License Dashboard Limited England & Wales 100%
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Principal investments

The Company currently has no principal investments (in progress or planned for the future on which
the Directors have made firm commitments or otherwise) other than the subsidiaries and subsidiary

undertakings listed above.

Principal establishments

The following are the principal establishments of the Bytes Group:

Name and location Tenure
Bytes House, Randalls Way, Leatherhead, Surrey, KT22 7TW Freehold
13th Floor, City Tower, Piccadilly Plaza, Manchester, M1 4BT Lease
Blenheim House, York Road, Pocklington, York, YO42 1NS Freehold
Pacific House, Imperial Way, Reading, Berkshire, RG2 0TD Lease

6

Major Shareholders' interests

As at the date of this Registration Document and insofar as it is known to the Company, the following
Shareholders are directly or indirectly interested (within the meaning of Part 22 of the Act) in 3 per cent.
or more of the voting rights of the Company (the “Major Shareholders”). Other than as described below,
the Company is not aware of any persons who, directly or indirectly, jointly or severally, exercise or could
exercise control over the Company.

Major Shareholder No. of Shares Percentage of Voting Rights
Neil Murphy 1 ordinary share and 25,000 50%

preference shares

Keith Richardson 1 ordinary share and 25,000 50%

preference shares

7 Directors' and Senior Management's interests

71 The Directors, the Proposed Directors and members of the Senior Management, their functions
within the Group and brief biographies are set out in Part 6 "Directors, Proposed Directors, Senior
Management and Corporate Governance".

7.2 Each of the Directors and the Proposed Directors can be contacted at the Company's head office
at Bytes House, Randalls Way, Leatherhead, Surrey, KT22 7TW.

7.3 The interests in the ordinary share capital of the Company of the Directors, the Proposed Directors
and Senior Management (all of which, unless otherwise stated, are beneficial or are interests of
a person connected with a Director or a member of Senior Management) as at the date of this
Registration Document are as follows:
Director / Member of Senior Management Number of Shares Percentage of issued

ordinary share capital

Patrick De Smedt - -
Neil Murphy ") 1 ordinary share 50%
Keith Richardson(" 1 ordinary share 50%
David Maw - -
Mike Phillips - -
Alison Vincent - -
Sam Mudd - -
Paul Emms - -
(1) Each of Neil Murphy and Keith Richardson also own 25,000 redeemable preference shares of £1.00 each in the
Company.

7.4 Other than the Demerger SPA entered into by the Executive Directors, no Director or Proposed

Director has or has had any interest in any transactions which are or were unusual in their nature
or conditions or are or were significant to the business of the Bytes Group or any of its subsidiary
undertakings and which were effected by the Bytes Group or any of its subsidiaries during the
current or immediately preceding financial year or during an earlier financial year and which remain
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in any respect outstanding or unperformed.

7.5 There are no outstanding loans or guarantees granted or provided by any member of the Bytes
Group to or for the benefit of any of the Directors or the Proposed Directors.

7.6 There are no family relationships between any of the Directors, the Proposed Directors and/or the
Senior Managers.

8 Directors and Senior Management

The Directors and the Proposed Directors and their functions are set out in Part 6 "Directors, Proposed
Directors, Senior Management and Corporate Governance".

8.1 Executive Directors

On 30 October 2020, Neil Murphy and Keith Richardson entered into new service agreements with
the Company for the positions of CEO and CFO respectively, which will replace their existing service
agreements with Bytes UK and come into effect on Admission. Neil's service agreement will be terminable
on not less than 12 months' notice by either party and Keith's service agreement will be terminable on not
less than 6 months' notice by either party.

Neil and Keith will receive base salaries of £375,000 and £320,000, respectively, per annum. The base
salaries are reviewed annually. Each of Neil and Keith are eligible for an annual bonus payment, subject to
the achievement of a combination of financial and personal objectives, and of such amount as determined
by the Remuneration Committee. Each of Neil and Keith will receive medical and life insurance, and is
entitled to receive an amount equal to 1.48 per cent. and 1.694 per cent. of their base salaries, respectively,
as a contribution to a group personal pension scheme.

Each of Neil and Keith will be subject to non-solicitation, non-dealing and non-hiring restrictive covenants
for a period of 12 months, and to non-competition restrictive covenants for a period of 6 months, after
the termination of his employment arrangement. Neil and Keith will each be subject to a confidentiality
undertaking without limitation in time.

8.2 Non-Executive Directors

Patrick De Smedt and David Maw were appointed to the Board pursuant to letters of appointment dated
27 July 2020 and 23 October 2020, respectively, and for an initial term of three years. Their current fees
are £180,000 and £50,000, respectively, per annum. Their appointments are terminable on not less than
one month's notice by either party.

On 19 October 2020 and 21 October 2020, respectively, Mike Phillips and Alison Vincent entered into
letters of appointment with the Company, pursuant to which they were appointed as non-executive
directors of the Company, with effect from 6 November 2020 and with an initial term of three years.
Mike's current fees are £70,000 comprising a base fee of £50,000, a £10,000 fee for his role as chair of
the Company's audit committee and a £10,000 fee for his role as Senior Independent Director. Alison's
current fees are £60,000 comprising a base fee of £50,000 and a £10,000 fee for her role as chair of
the Company's remuneration committee. Their appointments are terminable on not less than one month's
written notice by either party.

Each non-executive director is also entitled to reimbursement of reasonable expenses.

The non-executive directors are not entitled to receive any compensation on termination of their
appointment and are not entitled to participate in the Bytes Group’s share, bonus or pension schemes,
other than David Maw's current participation in the Bytes Group's pension scheme.

The non-executive directors are subject to confidentiality undertakings without limitation in time.

Save as set out in paragraphs 8.1 (Executive Directors) and 8.2 (Non-Executive Directors) above, there are
no existing or proposed service agreements or letters of appointment between the Directors, the Proposed
Directors and any member of the Bytes Group.

8.3 Directors' and Senior Management's Remuneration

The aggregate remuneration and benefits to the Directors and Senior Management who served during the
financial year ended 29 February 2020, being Neil Murphy, Keith Richardson, David Maw, Sam Mudd and
Paul Emms, was £1,513,754.

The aggregate amount set aside by the Bytes Group to provide pension, retirement or similar benefits
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in relation to the Directors and Senior Management for the financial year ended 29 February 2020 was
£44,302.

Under the terms of their service agreements, letters of appointment and applicable incentive plans, during
the financial year ended 29 February 2020, the Directors were remunerated as set out below:

Annual Salary Pension
and Fees Bonus Taxable Benefits Contributions Total
Name (£) (£) (£) (£) (£)
Patrick De Smedt N/A N/A N/A N/A N/A
Neil Murphy 264,812 178,748 8,399 10,372 462,331
Keith Richardson 224,755 151,710 2,315 14,529 393,308
David Maw 35,000 0 0 1,371 36,371
Mike Phillips N/A N/A N/A N/A N/A
Alison Vincent N/A N/A N/A N/A N/A

There is no arrangement under which any Director or Proposed Director has waived or agreed to waive
future emoluments nor has there been any waiver of emoluments during the financial year immediately
preceding the date of this Registration Document.

8.4 Remuneration Policy

The Company's Directors’ remuneration policy will be submitted for Shareholder approval at the
Company's annual general meeting in 2021 in compliance with section 439A of the Act. The Executive
Directors (the Chief Executive Officer and the Chief Financial Officer) will each be remunerated through a
combination of fixed pay and variable pay. Fixed pay will be comprised of: (a) base salary; (b) benefits; and
(c) pension. Pension contribution rates for the Executive Directors as percentages of salary are aligned to
(or are lower than) the rates of contributions of the majority of employees.

Variable pay will initially be in the form of a discretionary annual bonus only. Appropriate disclosures
regarding the annual bonus plan for the Executive Directors will be made in the Annual Report and
Accounts for FY21, including any outcomes for FY21 (for which the originally set bonus plan is intended
to apply for the full year, notwithstanding Admission) and proposals for annual bonus in FY22 (in which
maximum annual bonuses for the Executive Directors will be capped at 100 per cent. of base salary and
one-third of outcomes subject to deferral in shares).

The Company’s Remuneration Committee will consider each year (commencing with FY22) whether it is
appropriate to make an award to the Executive Directors under the Performance Share Plan (“PSP”), as
described in paragraph 9.3 of this Part 11 "Additional Information". Appropriate disclosures regarding any
such awards (including the detail of performance conditions) will be made in the relevant Annual Report
and Accounts and/or RNS announcements regarding those awards when made. Any such awards would
be subject to the limits on PSP awards described in paragraph 9.3 of this Part 11 "Additional Information"
(normally limited to 150 per cent. of base salary per annum) and any such awards would have a 2-year
holding period after the initial vesting of award shares.

All Executive Directors will be subject to a shareholding guideline (200 per cent. of base salary) which will
apply whilst in the role and for two years following cessation of employment.

Material terms of the Executive Directors' service agreements with the Company are described in
paragraph 8.1 of this Part 11 "Additional Information". Details of the fees which the non-executive directors
are entitled to receive, and the material terms of their appointment are described paragraph 8.2 of this Part
11 "Additional Information".

8.5 Directors' and Senior Management's current and past directorships and partnerships

Set out below are the directorships (unless otherwise stated) and partnerships held by the Directors,
the Proposed Directors and members of Senior Management (other than, where applicable, directorships
held in the Company and other members of the Bytes Group), in the five years prior to the date of this
Registration Document:

Name Current directorships / partnerships Past directorships / partnerships
Patrick De Smedt EMIS Group plc Kodak Alaris Holdings Limited
PageGroup plc Kcom Group Limited
Divitas HoldCo Ltd Morgan Sindall Group plc
The Chancellery Resident Company Limited Victrex plc
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Name Current directorships / partnerships Past directorships / partnerships

18 St James Square Management Company Nexinto Holding Limited
Limited Nexinto Limited

Neil Murphy None None

Keith Richardson None None

David Maw None None

Mike Phillips None Micro Focus International plc

Micro Focus Limited

Micro Focus (IP) Ltd

Micro Focus (US) Holdings

Micro Focus IP Development Limited
Micro Focus Holdings Unlimited
Micro Focus Group Limited

Micro Focus MHC Limited

Micro Focus Midco Limited

Micro Focus CHC Limited

Micro Focus (IP) Holdings Limited
Micro Focus Midco Holdings Limited
Micro Focus Ireland Limited
Micro Focus Group Holdings
Unlimited

Micro Focus International Holdings
Limited

Micro Focus (US) International
Holdings, Inc.

Micro Focus (IP) Ireland Limited
Authasas B.V.

Micro Focus Marigalante Ltd
Micro Focus IP Limited

The Attachmate Group, Inc.
Attachmate Corporation

Micro Focus Software Inc.

Micro Focus (US), Inc.

Novell International Holdings, Inc.
SUSE LLC

Seattle MergerSub, Inc.

Miami Escrow Borrower LLC

MA Finance Co., LLC

AccuRey, Inc

Alison Vincent Synectics PLC Valiha Consultancy Ltd
Connected Places Catapult Claisse St Vincent Ltd
SEI Investments (Europe) Ltd A&M Vincent Properties Limited
Telesoft Technologies Limited Ferneham Health Limited

Sam Mudd None None

Paul Emms None None

8.6 Conflicts of interest

There are no actual or potential conflicts of interest between the duties owed by the Directors, the
Proposed Directors or Senior Management to the Bytes Group, and the private interests and/or other
duties that they may also have.

8.7 Directors and Senior Management confirmations

Within the period of five years preceding the date of this Registration Document, none of the Directors, the
Proposed Directors or members of Senior Management:

(a) has had any convictions in relation to fraudulent offences;

(b) has been a member of the administrative, management or supervisory bodies or director or
senior manager (who is relevant in establishing that a company has the appropriate expertise
and experience for management of that company) of any company at the time of any bankruptcy,
receivership or liquidation of such company; or

(c) has received any official public incrimination and/or sanction by any statutory or regulatory
authorities (including designated professional bodies) or has ever been disqualified by a court from
acting as a member of the administrative, management or supervisory bodies of a company or from
acting in the management or conduct of affairs of a company.
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9 Share-based incentive arrangements

The Company currently intends to adopt share-based incentive plans on the terms disclosed below,
conditional on Admission.

Other than as described below, no awards are intended to be made under any of the plans summarised
in this paragraph 9 of Part 11 "Additional Information" until after the Company's announcement of annual
results for FY21.

In recognition of the contribution made by key employees up to the time of Admission in relation to the
success of the Company to date, one-off nil cost options will be granted to such employees (excluding
for the avoidance of doubt the Chief Executive Officer and the Chief Financial Officer) in connection with
Admission (together, the "IPO Awards"). The IPO Awards will in aggregate relate to such number of
Shares as have a value of up to £4 million by reference to the Offer Price. It is expected that around 60
selected employees will participate in the IPO Awards.

The IPO Awards will be subject to a three year vesting period. The IPO Awards are styled as “Restricted
Stock” and will not include any pre-vesting company performance conditions as they are being made in
recognition of past performance and in order to act as a retention mechanism for the selected employees.
The IPO Awards will vest (to the extent not already vested) in full on a future change of control.

The IPO Awards will be granted under the PSP described at paragraph 9.3 of this Part 11 "Additional
Information".

9.1 The Company Share Option Plan (“CSOP”)

Part 1 of the CSOP is intended to meet the requirements of Schedule 4 to the Income Tax (Earnings
and Pensions) Act 2003 (ITEPA”) and provides for the grant of HM Revenue & Customs (“HMRC”) tax-
advantaged options. Part 2 of the CSOP provides for the grant of non tax-advantaged options. The CSOP
shall be administered by the Board or a committee of Directors appointed by the Board to carry out any of
its functions under the plan.

(a)  Eligibility

All full-time directors who are required to work not less than 25 hours per week (excluding meal
breaks) and all employees of any company in the Bytes Group that the Board has nominated to be a
"constituent company" for the purposes of the CSOP are eligible to participate in the CSOP (“eligible
employees”).

(b) Grant of options

Options may be granted to eligible employees selected by the Board in its absolute discretion during
the period of 42 days (i) from and including Admission, (ii) following the date on which the CSOP
or any amendment to the CSOP is adopted, (iii) following the announcement of the Company’s final
or interim results for any financial period, (iv) following the occurrence of an event which the Board
considers to be an exceptional event concerning the Bytes Group, (v) following any changes to
legislation affecting tax-advantaged share plans (other than changes relating solely to all-employee
share plans) or (vi) from an eligible employee commencing employment with the Bytes Group. If
the Board is restricted by statute, order or regulation (including but not limited to, the Market Abuse
Regulation), from granting options within one of these periods, the Board may grant options within
42 days of such restrictions being removed. Options may be granted on terms that their exercise
will be subject to the satisfaction of objective performance criteria. Options may also be granted on
terms that their exercise will be subject to the option holder paying any employer’s National Insurance
contributions due pursuant to the exercise. No options may be granted more than 10 years after the
adoption of the CSOP.

(c) Exercise price

The price at which an option holder may acquire Shares on the exercise of an option shall be
determined by the Board, but shall not be less than the greater of the market value of a Share at the
time of grant and its nominal value.

(d) Scheme limits

The number of Shares over which options may be granted under the CSOP on any date shall be
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limited so that the total number of Shares issued and issuable pursuant to rights granted under any
employee share plan operated by the Company in any 10-year period is restricted to 10 per cent. of
the Company’s issued Shares calculated at the relevant time.

For the purposes of these limits no account will be taken of options or rights comprised in the IPO
Awards.

No option may be granted to an eligible employee under Part 1 of the CSOP which would result
in the aggregate exercise prices of Shares comprised in all outstanding options granted to such
employee under the CSOP when aggregated with outstanding options held under any other HMRC
tax-advantaged Company Share Option Plans established by the Company exceeding the statutory
limit (currently £30,000). In addition (both under Part 1 and 2), the aggregate exercise price of options
granted to an individual under any discretionary share option scheme operated by the Company or
any associated company in any calendar year (ignoring, where relevant, the IPO Awards) shall not
exceed 150 per cent. of their relevant earnings for the year. The Board may exceed these limits if it (in
its absolute discretion) considers it appropriate in order to facilitate the recruitment or retention of an
eligible employee.

Part 1
(e) Exercisability

An option will normally only be exercisable by an option holder who is still an eligible employee of the
Bytes Group after the third anniversary of its date of grant and before the tenth anniversary of its date
of grant. Options will normally lapse on cessation of employment save in the circumstances set out
below.

Earlier exercise is permitted if the option holder dies or leaves employment through injury, disability,
redundancy or retirement or where a participant leaves employment of the Bytes Group by reason of
such option holder's employing company ceasing to be a member of the Bytes Group or the sale of
the undertaking in which he is employed outside the Bytes Group. Early exercise is also permitted
in any other circumstances approved by the Board and in the event of a takeover, reconstruction
or amalgamation, on court sanction of a scheme of arrangement, or voluntary winding-up of the
Company. Where options may be exercised early, the Board shall determine the extent to which
options may be exercised, taking account of the Company’s performance up to that time and the
period of time that has elapsed since the date of grant.

) Manner of exercise

Within 30 days of the receipt of a notice of exercise of an option, together with a payment for the
aggregate exercise price and a payment for any income tax and National Insurance contributions due
(or the option holder having entered into arrangements to ensure that such payment is made), the
Shares in respect of which the option has been exercised must be issued by the Company or the
Company must procure their transfer (which for the purposes of the CSOP includes the transfer of
Shares out of treasury) to the option holder and shall issue a definitive certificate in respect of the
Shares allotted or transferred or such other evidence of allotment or issue as may be prescribed by
the Board where such allotment and issue is by means of a relevant system, as defined in Regulation
2(1) of the Uncertificated Securities Regulations 2001). Shares issued or transferred by the Company
on the exercise of options will rank equally with existing Shares.

(9) Exchange of options on change of control

If any company obtains control of the Company as a result of a takeover offer or the sanctioning of a
scheme of arrangement under section 899 of the Act or if a company has become bound or entitled to
acquire all the Shares under sections 979 to 982 or 983 to 985 of the Act or as a result of an overseas
reorganisation, an option holder may, by agreement with that other company, seek the release of their
options in return for the grant of equivalent options over shares in that other company.

(h) Variation of share capital

In the event of a variation of the share capital of the Company (whether that variation is a capitalisation
issue (other than a scrip dividend) or offer by way of rights, consolidation, subdivision or reduction or
other variation of the Company’s capital), the number of Shares the subject of an option and/or the
exercise price may be adjusted in such manner as the Board in its absolute discretion considers to be
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fair and appropriate provided that the exercise price per Share remains at least equal to the nominal
value of a Share and the total market value of the Shares and the total exercise price of the option is
substantially the same immediately before and after the variation. If the exercise price would otherwise
fall below the nominal value, the Company may capitalise reserves to the extent it is lawful to pay up
additional Shares for allotment to option holders.

(i) Amendments and general

No rights under an option may be transferred by an option holder to any other person except in the
event of an option holder’s death when the rights will become exercisable by a personal representative
within 12 months of the date of death. Options granted under the CSOP shall not be pensionable.

The CSOP may be amended by the Board in any way provided that:

0] no material amendment may be made to options already granted without the consent of
the option holders;

(i) no amendment may be made without the prior approval of the Company in general
meeting if it would make the terms on which the options may be granted materially
more generous or increase any of the limits specified on the plan or expand the class
of potential option holders or change the rights of option holders in the event of a
variation of share capital (in each case) to the benefit of option holders unless they are
minor amendments to benefit the administration of the plan, to take account of a change
in legislation or to obtain or maintain favourable tax, exchange control or regulatory
treatment for option holders, the Company or a member of the Group; and

(iii) no amendment may be made to a key feature of the CSOP if, as a result, the plan would
no longer meet the requirements of Schedule 4 to ITEPA.

The Board may amend the CSOP by way of separate schedules to enable it to be operated
overseas.

Part 2

Part 2 of the CSOP provides for the grant of non tax-advantaged options. This enables options to
be granted under the same terms as Part 1 of the CSOP but without complying with the particular
requirements of the legislation applicable to tax-advantaged CSOPs. The provisions of the CSOP that do
not apply under Part 2 include the £30,000 individual limit.

9.2 The Sharesave Scheme

The Sharesave Scheme is intended to meet the requirements of Schedule 3 to ITEPA and provides for
the grant of tax-advantaged options. The Sharesave Scheme shall be administered by the Board or a
committee of Directors appointed by the Board to carry out any of its functions under the scheme.

(@)  Eligibility

All employees and full-time directors of the Bytes Group, who have been in continuous service for
such period of time (not exceeding five years) as may be determined by the Board prior to the relevant
date of grant of an option who are liable to UK income tax, and who have not given or received
notice to terminate their employment and/or office (which will have the effect that they will no longer
be an employee or full-time director on the relevant date of grant of an option under the Sharesave
Scheme), will be eligible to participate in the Sharesave Scheme. Participation may also be offered,
at the discretion of the Board, to other directors or employees who otherwise do not satisfy all of the
above criteria.

(b) Issue of Invitations

Invitations to participate in the Sharesave Scheme may be made during the period of 42 days
(i) from and including Admission, (ii) following the date on which the Sharesave Scheme (or any
amendment to the Sharesave Scheme) is adopted, (iii) following the announcement of the Company’s
final or interim results for any financial period, (iv) following the occurrence of an event which the
Board considers to be an exceptional event concerning the Bytes Group or (v) of any changes
to legislation affecting tax-advantaged share plans. If the Board is restricted by statute, order or
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regulation (including the Market Abuse Regulation) from granting options within one of these periods,
the Board may grant options within 42 days of such restrictions being removed. No invitations may be
issued or options granted more than 10 years after the adoption of the Sharesave Scheme.

(c) Exercise price

The price at which an option holder may acquire Shares on the exercise of an option shall be
determined by the Board, but shall not be less than the greater of 80 per cent. of the market value of
a Share at the time of grant and its nominal value.

(d) Savings contract

Upon applying for an option, the participant will be required to enter into an approved Sharesave
contract with a savings institution nominated by the Company which lasts for either three or five
years (or such other standard periods as may be available under HM Treasury specifications for
savings arrangements). The maximum amount which an employee is permitted to contribute under
Sharesave contracts is £500 per month (or such other amount specified in Schedule 3 to ITEPA
to be the maximum). The Board may set lower savings limits than this for different participants by
reference to objective criteria such as levels of salary or length of service. The minimum contribution
is £5 per month (or such greater amount as the Board may specify, not to exceed £10 and, in both
cases, subject to such other amounts as are specified by HM Treasury or in Schedule 3 ITEPA to be
the minimum or maximum). The total exercise price of the Shares over which the option is granted
may not exceed the aggregate of the monthly contributions and bonus payable at the end of the
participant’s related Sharesave contract.

(e) Scheme limits

The number of Shares over which options may be granted under the Sharesave Scheme on any
date of grant shall be limited so that the total number of Shares issued or capable of being issued
in any 10-year period under all the Company’s employee share plans is restricted to 10 per cent. of
the Company’s issued Shares calculated at the relevant time. Any options or rights to acquire Shares
comprising the IPO Awards will be excluded from this limit.

() Exercisability

Options will normally be exercisable during a period of six months following the allocation of a bonus
under the related Sharesave contract and will normally lapse upon cessation of employment. Earlier
exercise is, however, permitted if the participant dies or leaves employment through injury, disability,
redundancy or retirement, or where a participant leaves employment of the Bytes Group by reason of
his employing company ceasing to be a member of the Bytes Group, or if the undertaking in which he
is employed is sold outside the Bytes Group. Early exercise will also be permitted in the event of a
takeover, reconstruction or amalgamation, on court sanction of a scheme of arrangement, or voluntary
winding-up of the Company.

(9) Manner of exercise

Within 30 days of the receipt of a notice of exercise of an option, the Shares in respect of which
the option has been exercised must be issued by the Company or the Company must procure their
transfer (which for the purposes of the scheme includes the transfer of Shares out of treasury) to the
option holder and shall issue a definitive certificate in respect of the Shares allotted or transferred or
such other evidence of allotment or issue as may be prescribed by the Board where such allotment
and issue is by means of a relevant system, as defined in Regulation 2(1) of the Uncertificated
Securities Regulations 2001). Shares issued or transferred by the Company on the exercise of options
will rank equally with existing Shares.

(h) Exchange of options on change of control

If any company obtains control of the Company as a result of a takeover offer or the sanctioning of a
scheme of arrangement under section 899 of the Act or if a company has become bound or entitled to
acquire all the Shares under sections 979 to 982 or 983 to 985 of the Act or as a result of an overseas
reorganisation, an option holder may, by agreement with that other company, seek the release of his
options in return for the grant of equivalent options over.
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(i) Variation of share capital

In the event of a variation of the share capital of the Company (whether that variation is a capitalisation
issue other than a scrip dividend) or offer by way of rights, consolidation, subdivision or reduction
or other variation of the Company’s capital), the number of Shares subject to the option and/or the
exercise price may be adjusted in such manner as the Board in its absolute discretion considers to be
fair and appropriate provided that the exercise price per Share remains at least equal to the nominal
value of a Share and the total market value of the Shares and the total exercise price of the option is
substantially the same immediately before and after the variation. If the exercise price would otherwise
fall below the nominal value, the Company may capitalise reserves to the extent it is lawful to pay up
additional shares for allotment to option holders.

)] Amendments and general

No rights under an option may be transferred by an option holder to any other person except in the
event of an option holder’s death when rights will become exercisable by the option holder’s personal
representative within 12 months of the date of death. Options granted under the Sharesave Scheme
shall not be pensionable.

The Sharesave Scheme may be amended by the Board in any way provided that:

(i) no material amendment may be made to options already granted without the consent of
the option holders;

(i) no amendment may be made without the prior approval of the Company in general
meeting if it would make the terms on which the options may be granted materially more
generous or increase any of the limits specified in the plan or expand the class of potential
option holders or change the rights of option holders in the event of a variation of share
capital (in each case) to the benefit of option holders unless they are minor amendments
to benefit the administration of the plan, to take account of a change in legislation or
to obtain or maintain favourable tax, exchange control or regulatory treatment for option
holders, the Company or a member of the Bytes Group; and

(iii) no amendment may be made to a key feature of the Sharesave Scheme if, as a result,
the scheme would no longer meet the requirements of Schedule 3 to ITEPA.

There is a schedule to the Sharesave Scheme that enables the Board to modify the scheme to
take account of overseas legal, taxation or securities laws.

9.3 The Performance Share Plan ("PSP")

The Board shall administer the operation of the PSP.
(a) Eligibility

Any employee, or any office holder who is also an employee within the Bytes Group may participate
in the PSP ("eligible employee"). Participation in the PSP is at the discretion of the remuneration
committee of the Company ("Remuneration Committee").

Awards under the PSP can be granted as options or conditional rights to acquire Shares ("Awards",
and each, an "Award"). An Award may only be granted to the extent that there is no restriction on
dealing in Shares imposed by any law, order, regulation, directive or rules (including, but not limited to,
any regulation, order or requirement imposed by the London Stock Exchange or the Financial Conduct
Authority) ("Dealing Restriction") and only: within the period of 42 days (i) from (and including)
Admission, (ii) following the date on which the PSP or any amendment to the PSP is adopted, (iii)
following the announcement of the Company’s final or interim results for any financial period, (iv)
following (and including) the date of commencement of an eligible employee's employment with the
Bytes Group; and in any other period of 42 days from (and including) the occurrence of an event or
set of circumstances which, in the opinion of the Remuneration Committee, is an exceptional event
or circumstances justifying the grant of an Award. If the Company is restricted from granting Awards
within any period as a result of a Dealing Restriction the Company may grant Awards within the period
of 42 days beginning with the date on which such Dealing Restriction ceases to apply.
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(b) Scheme Limits

The PSP may operate over newly issued Shares held in treasury or Shares purchased in the market.
In any ten year period, the Company may not issue (or grant rights to issue) more than ten per cent.
of the issued ordinary share capital of the Company under the PSP and any other employee share
plan adopted by the Company. For the purposes of the above limits, Shares held in treasury count as
newly issued Shares for so long as it is required by UK investor share incentive scheme guidelines,
but Shares issued (or in respect of which rights were granted to issue) comprising the IPO Awards
and any Shares where the right to acquire them has lapsed will not count towards such limits.

The maximum aggregate Market Value of Shares (calculated on the date of grant of an Award) over
which Awards may be granted to any eligible employee during any financial year is 150 per cent. of
their base salary on the date of grant. In exceptional circumstances (including, but not limited to) the
recruitment of a new eligible employee, the Remuneration Committee may grant an Award in excess
of these limits, subject to a maximum of 300 per cent. of base salary.

(c) Vesting of Awards

Awards will normally vest on a date specified by the Remuneration Committee prior to grant, or, should
the Remuneration Committee not specify such a date, the third anniversary of the grant, provided
that in the case of any grant of an award to an individual who is, on the date of grant, an executive
director of the Company, such date may not be earlier than the third anniversary of the date of grant,
unless the Award is granted on or in relation to their recruitment, and to the extent that any applicable
performance conditions have been satisfied.

The Remuneration Committee will set applicable performance conditions before Awards are made.
Any Awards to the Executive Directors will be subject to performance conditions set by the
Remuneration Committee which may include conditions based on shareholder return, company
financial performance or execution of specified aspects of strategy (including environmental or similar
metrics) in such form and in such proportions as the Remuneration Committee considers appropriate
at that time. Vested Shares from Executive Directors’ Awards (after any sales to cover income taxes
and employee NICs) will also be subject to a further two year holding period after the initial vesting of
Awards.

An Award will lapse upon a participant ceasing to be an employee within the Bytes Group, unless the
Remuneration Committee determines otherwise to any extent. However, if a participant ceases to be
an employee by reason of ill-health, injury, disability, redundancy (as defined in the rules), the sale
or transfer of his employing company or undertaking out of the Bytes Group or for any other reason,
at the discretion of the Remuneration Committee, then his Award will vest on the normal vesting
date (that is, the third anniversary of the grant date). Alternatively, the Remuneration Committee may
decide that the Award will vest immediately on the participant ceasing employment. In all cases,
vesting will still be subject to the satisfaction of the applicable performance conditions and there
will also be a pro rata reduction in the number of Shares that vest to reflect the period of time that
elapsed from the date of grant to the date of cessation, relative to the original vesting period, unless
the Remuneration Committee acting fairly and reasonably decides that there are circumstances to
justify the application of the pro rata reduction to a greater or lesser extent. Where a participant dies,
the participant's Award will vest on the date of death, subject to the satisfaction of the applicable
performance conditions and time pro rating as set out above.

The Remuneration Committee may determine that the number of Shares comprised in an unvested
Award should be reduced, including to nil, ('malus') or that the participant may be required to repay up
to the amount of cash or number of Shares received in respect of a vested Award ('clawback'), where:

(i) the Company or any Bytes Group member materially misstated its financial results for any
reason and that misstatement results or resulted either directly or indirectly in an Award being
granted or vesting to a greater extent than would have been the case had that misstatement
not been made;

(i) any performance condition and/or any other condition is satisfied based on an error, or on
inaccurate or misleading information or assumptions which resulted either directly or indirectly
in an Award being granted or vesting to a materially greater extent than would have been the
case had that error not been made;

(iii) circumstances arose (or continued to arise) during the vesting period which would have
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warranted the summary dismissal of the Award holder; and/or

(iv) any other circumstances have arisen that in the sole opinion of the Remuneration Committee
have (or would have if made public) a sufficiently significant impact on the reputation of any
Bytes Group company or the business in which the holder of the Award is employed.

The period during which the Remuneration Committee will be entitled to apply the 'clawback’
provisions will be determined by the Remuneration Committee at grant (and in the absence of any
other determination by the Remuneration Committee shall be two years from the date of grant). The
'malus’ provisions shall apply for the vesting periods of the Awards.

(d) Consequences of Vesting

Subject to the conditions of the PSP, on or as soon as reasonably practicable after the vesting of an
Award (and by no later than 30 days after the Vesting of an Award), the Remuneration Committee
shall issue, transfer or procure the transfer of the relevant number of Shares to the participant (or
to a nominee or other shareholding account on the participant's behalf). Subject to the conditions of
the PSP upon vesting of an Award that is an option, such vested options will become exercisable in
respect of vested shares and will continue to be exercisable, from the date of vesting until midnight on
the day prior to the 10th anniversary of the date of grant of such Award.

In lieu of the participant’s right to receive Shares, Awards may be satisfied by the making of a cash
payment equal in value to the Shares in respect of which the Award vested.

Participants may receive, at the discretion of the Remuneration Committee, cash or further Shares
equal in value, so far as possible, to any dividends paid or payable on the Shares in relation to which
an Award vests, by reference to the record dates between the date of grant and the date of vesting.

(e) Exchange of Awards on a change of control

In the event any company obtains control of the Company, the Remuneration Committee may
determine (with the consent of the acquiring company), that the Awards will be exchanged for
equivalent Awards in respect of shares in the acquiring company or another company within the
acquiring company’s group. Absent such determination, all Awards will vest in the event a person (or
any group of persons acting in concert) obtains control of the Company by way of a general offer, on
court sanction of a scheme of arrangement, a 'squeeze out and sell out' arrangement or a voluntary
winding up (each, a “Corporate Event”), subject to: (i) the extent to which the performance conditions
have been satisfied at that time or any earlier time determined by the Remuneration Committee; and
(i) a pro rata reduction in the number of Shares that vest to reflect the reduced period of time between
the grant and the Corporate Event (relative to the original vesting period), unless the Remuneration
Committee acting fairly and reasonably decides that there are circumstances to justify the application
of the pro rata reduction to a greater or lesser extent.

) Variation of Share Capital

In the event of any variation of the Company's share capital, including a demerger or payment of a
special dividend, the Company may adjust the number and/or type of Shares in respect of which an
Award is granted provided that where such variation has the effect of reducing the price at which
Shares may be subscribed for on the exercise of an option to less than their nominal value, the
Company may (if and to the extent that the Board is authorised):

(i) capitalise from its reserves a sum equal to the amount by which the nominal value of the
Shares in respect of which the option is exercised and which are to be allotted after such
exercise exceeds the price at which the Shares may be subscribed for; and

(i) apply that sum in paying up such amount on such Shares.

(9) Amendments and general

The Remuneration Committee may at any time alter the PSP or the terms of any Award. No
alteration to the material disadvantage of any participant's existing Awards (other than a change
to any performance condition) shall be made unless: (i) the Remuneration Committee shall have
invited every relevant participant to indicate whether or not they approve the alteration; and (ii)
the alteration is approved by a majority of those participants who have given such an indication.
The Remuneration Committee may amend, waive, or replace any performance condition if an event
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has occurred which causes the Remuneration Committee to consider (in its absolute discretion)
that it would be appropriate to amend, waive, or replace the performance condition. However, any
amended or replaced performance condition shall not, in the reasonable opinion of the Remuneration
Committee, be materially more or less difficult to satisfy than what the unaltered performance condition
would have been but for the event in question.

The Remuneration Committee may establish further plans based on the PSP but modified to take
account of local tax, exchange control or securities laws in overseas territories, provided that any
Shares made available under such further plans are treated as counting against the limits on individual
or overall participation in the PSP.

9.4 The Deferred Annual Bonus Plan ("DABP")

(a) The key terms of the rules of the DABP are in all material respects the same as the key terms
of the rules of the PSP as summarised at paragraph 9.3 of this Part 11 "Additional Information"
above, save that:

(i) Eligibility to participate is limited to any employees (or ex-employees) within the Bytes
Group who have been awarded a cash bonus under any bonus arrangement operated
by the Bytes Group. Eligible participants may be required or permitted (as determined by
the Remuneration Committee) to defer a portion of their bonus into an award under the
DABP.

(ii) Each award is granted as a nil-cost option to acquire such whole number of Shares as
have a value no greater than the amount or percentage of the deferred part of the relevant
participant’s bonus.

(iii) The award under the DABP may be subject to performance conditions and time pro-rating
but no post-vesting holding periods shall apply.

(iv) If a participant ceases to be an employee within the Bytes Group before the normal
vesting date, the award will normally continue to vest (subject to the application of any
performance conditions and/or pro rating) in full on the normal vesting date (unless the
Remuneration Committee decides it should vest in full immediately on the cessation of
employment). If a participant ceases to be an employee prior to the normal vesting date
in circumstances justifying dismissal without notice or dismissal without payment in lieu
of notice, the award will lapse in full on the earlier of the cessation of employment or the
date the participant gives or is given notice (as appropriate).

(v) If a participant dies, his award will vest on the date of death subject to any applicable
performance conditions and/or pro-rating.

(vi) Awards under the DABP shall vest in full (to the extent not already vested) on a future
change of control.

10 Pensions

The Bytes Group operates a defined contribution pension scheme for employees within the Bytes Group.

11 Material contracts

The following contracts (not being contracts entered into in the ordinary course of business) have been
entered into by the Company or another member of the Bytes Group: (a) within the two years immediately
preceding the date of this Registration Document which are, or may be, material to the Company or any
member of the Bytes Group, and (b) at any time and contain provisions under which the Company or any
member of the Bytes Group has an obligation or entitlement which is, or may be, material to the Company
or any member of the Bytes Group as at the date of this Registration Document:

11.1  Demerger SPA
On 2 November 2020, in connection with the implementation of the Demerger, the Company entered
into the Demerger SPA with Altron, Bytes SA, Bytes Technology Holdco and each member of Bytes UK

Management. Pursuant to the Demerger SPA, the Company agreed to acquire Bytes UK on the following
terms:
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(a) Bytes SA agreed to sell and transfer its A ordinary shares in Bytes UK to a subsidiary of the
Company, Bytes Technology Holdco, in consideration for the issuance of the Convertible Notes to
Bytes SA on the terms set out in the Convertible Notes Instrument (as described further below);
and

(b) Bytes UK Management agreed to sell and transfer their respective B ordinary shares in Bytes UK to
the Company, in consideration for (i) the Cash-out Amount, and (ii) a further amount to be satisfied
by the issuance of the Bytes UK Management Consideration Shares.

Bytes SA and each member of Bytes UK Management provide certain warranties and indemnities under
the Demerger SPA in favour of the Company, relating to (amongst other things) the business operated
by Bytes UK and title to their respective shares in Bytes UK. These warranties are subject to certain
limitations on the potential liability exposure of Bytes UK Management and Bytes SA to the Company. In
order to protect the goodwill associated with Bytes UK's business, Bytes SA also agreed to provide non-
compete and non-solicitation undertakings in relation to members of the Altron Group for a period of two
years following completion of the Demerger. Altron has agreed to procure that Bytes SA complies with its
obligations pursuant to the Demerger SPA.

The Demerger SPA also provides that, following the Demerger: (i) if certain assets, including those relating
exclusively to the business carried on by Bytes UK, are held by any member of the Altron Group, or (ii) if
certain liabilities, including those relating exclusively to the business carried on by the Altron Group, are
held by Bytes UK or its subsidiaries, the relevant parties will transfer such assets to a member of the Bytes
Group or novate such liabilities to a member of the Altron Group (as applicable).

On completion of the Demerger, the Company and Bytes Technology Holdco will hold the entire issued
share capital of Bytes UK and the Company will be the new parent company of the Bytes Group. However,
as at the date of this Registration Document, the Demerger SPA remained conditional upon several
Suspensive Conditions including approval of certain shareholder resolutions by Altron Shareholders.

11.2 Convertible Notes Instrument

On 3 November 2020, the Company is expected to enter into the Convertible Notes Instrument in order
to effect the issuance of 220,506,494 Convertible Notes. The Convertible Notes will be issued in part
consideration for the acquisition of Bytes UK pursuant to the terms of the Demerger SPA. Whilst the
Convertible Notes will be issued to Bytes SA, the Convertible Notes may be transferred to Altron Ordinary
Shareholders pursuant to the Distribution.

If the Suspensive Conditions in the Demerger SPA are not satisfied or waived (as applicable) prior to 8.00
a.m. (London time) on the Long Stop Date, the Convertible Notes Instrument will automatically terminate
and be of no further force and effect, and all Convertible Notes constituted by the Convertible Notes
Instrument will be cancelled for no value.

Whilst the Convertible Notes will not bear interest, if the Suspensive Conditions in the Demerger SPA
are fulfilled or waived prior to 8.00 a.m. (London time) on the Long Stop Date, certain of the Convertible
Notes will be redeemed for cash and the balance of the Convertible Notes will automatically convert into
Converted Shares on the Admission Date. Further details of the Convertible Notes Instrument, including
with respect to the methodology for determining the number of Convertible Notes to be redeemed, are set
out in Part 4 "Details of the Demerger".

11.3  HSBC Invoice Discounting Facility

On 19 September 2017, BSS entered into an invoice discounting facility with HSBC Invoice Finance (UK)
Limited ("HSBC") on HSBC's standard invoice discounting terms including a discounting margin of 1.49
per cent. over the Bank of England base rate and a fixed service charge of £12,000 per annum (the "HSBC
Invoice Discounting Facility"). In August 2020 BSS renewed the HSBC Invoice Discounting Facility for
a further term of 12 months. The HSBC Invoice Discounting Facility can be terminated on three months’
notice by either BSS or HSBC without penalty.

Under the HSBC Invoice Discounting Facility, BSS is able to borrow up to £20 million from HSBC, secured
against the debtor book of BSS. As further security for the HSBC Invoice Discounting Facility, on 26
September 2017, BSS granted HSBC a fixed charge over any of its non-vesting debts, meaning any debts
that failed to vest in HSBC pursuant to the HSBC Invoice Discounting Facility's assignment provisions.

BSS has never drawn upon the HSBC Invoice Discounting Facility. It is expected that once the revolving
credit facility referred to in paragraph 8.5 of Part 8 "Operating and Financial Review" has been put in place,
the HSBC Invoice Discounting Facility will be cancelled.
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12 Litigation

There are no governmental, legal or arbitration proceedings (including any such proceedings which are
pending or threatened of which the Company is aware) during the 12 months preceding the date of
this Registration Document which may have, or have had in the recent past, significant effects on the
Company's and/or the Bytes Group's financial position or profitability.

13 Related party transactions

Other than (i) the Demerger SPA entered into by the Executive Directors and (ii) as described in Bytes UK's
audited consolidated financial information set out in Part 9 “Financial Information of Bytes UK”, there are
no related party transactions between the Company or members of the Bytes Group that were entered into
during the financial years ended 28 February 2018, 28 February 2019 and 29 February 2020 and during
the period between 1 March 2020 and the date of this Registration Document.

14 No significant change

On 22 September 2020, Bytes UK declared a dividend of £30.0 million, which was paid to the holder of
its A ordinary shares, Bytes SA, on 28 September 2020. Save for the payment of this dividend, there has
been no significant change in the financial position or financial performance of the Bytes Group since 31
August 2020, being the date to which the historical financial information in Part 9 "Financial Information of
Bytes UK" was prepared.

On 15 October 2020, the Company issued 50,000 redeemable preference shares. Save for the issue
of these preference shares, there has been no significant change in the financial position or financal
performance of the Company since 7 October 2020, being the date to which the historical financial
information in Part 10 "Financial Information of the Company" was prepared.

15 Auditors

The auditor of the Company is Ernst & Young LLP, chartered accountants, whose registered address is
at 1 More London Place, London, SE1 2AF. Ernst & Young LLP has audited the consolidated financial
statements for the Company (prepared in accordance with IFRS) as at and for the years ended 28
February 2018, 28 February 2019 and 29 February 2020 and for the six months ended 31 August 2020, in
accordance with applicable law and International Standards on Auditing (UK and Ireland).

16 Non-statutory accounts

The financial information contained in this Registration Document does not amount to statutory accounts
within the meaning of section 434(3) of the Act. Audited accounts have been delivered to the Registrars of
Companies for the Company for the years ended 28 February 2018, 28 February 2019 and 29 February
2020.

17 Consent

Ernst & Young LLP is a member firm of the Institute of Chartered Accountants in England and Wales and
has given, and has not withdrawn, its written consent to the inclusion of its accountant's reports set out in
Section A of Part 9 "Financial Information of Bytes UK" and Section A of Part 10 "Financial Information of
the Company" and has authorised the contents of these reports as part of this Registration Document for
the purposes of item 1.3 of Annex 1 of Commission Delegated Regulation (EU) 2019/980.

18 Documents available for inspection
Copies of the following documents are displayed on the Company's website at www.bytes.co.uk and may
be inspected during usual business hours on any weekday (Saturdays, Sundays and public holidays

excepted) for a period of 12 months following the date of this Registration Document at the offices of the
Company:

(a) the Articles of the Company;

(b) the consolidated financial information in respect of the financial years ended 28 February 2018, 28
February 2019 and 29 February 2020, and for the six month period ended 31 August 2020, together
with the related report from Ernst & Young LLP which is set out in Section A of Part 9 "Financial
Information of Bytes UK";

(c) the financial information of the Company, together with the related report from Ernst & Young LLP
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which is set out in Section A of Part 10 "Financial Information of the Company";
(d) the consent letter referred to in paragraph 17 entitled "Consent" above; and
(e) this Registration Document.
Dated: 2 November 2020
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PART 12 - DEFINITIONS

The following definitions apply throughout this Registration Document unless the context requires
otherwise:

llActll

"Additional New
Shares”

"Admission"

"Admission
Date"

"Adobe"

"Altron"

"Altron Board"

"Altron EGM"

"Altron Circular"

"Altron Finance"

"Altron Group"

“Altron High
Voting Share”

“Altron High
Voting
Shareholder”

"Altron
Independent
Board"

"Altron's
Lenders"”

the Companies Act 2006, as amended

has the meaning given to that term in paragraph 4.14 of Part 4 "Details of the
Demerger"

the proposed admission of the Shares to the premium listing segment of the Official
List and to trading on the London Stock Exchange's Main Market and on the Main
Board of the JSE by way of a secondary inward listing

the proposed date of Admission, which is expected to be 17 December 2020

Adobe, Inc

Allied Electronics Corporation Limited, a public company duly incorporated and
registered in accordance with the laws of South Africa and listed on the Main Board
of the JSE in the information and communications technology sector of the list with
registration number 1947/024583/06

the board of directors of Altron, as constituted from time to time, and as at
the date of this Registration Document comprising Stewart van Graan, Berenice
Francis, Grant Gelink, Mike Leeming, Mteto Nyati, Cedric Miller, Anthony Ball, Brett
Dawson, Phumla Mnganga, Sam Sithole and Robert Venter.

the extraordinary general meeting of Altron Shareholders expected to be held on 1
December 2020 to consider, and if deemed fit, pass the Demerger Resolutions

the shareholder circular expected to be published by Altron and sent to the Altron
Shareholders on 3 November 2020 relating to the Demerger

Altron Finance Proprietary Limited, a private limited liability company incorporated
under the laws of South Africa with registration number 1969/014983/07, in which
Altron has a 100 per cent. shareholding, a member of the Altron Group and the
registered holder of 32,287,469 Altron Ordinary Shares equating to approximately
8 per cent. of all the Altron Ordinary Shares

Altron and its subsidiaries and subsidiary undertakings from time to time, including,
until implementation of the Disposal, Bytes UK and its subsidiaries and subsidiary
undertakings

the single non-participating, high voting share in the issued share capital of Altron

the registered holder of the Altron High Voting Share being the Venter Family

the independent committee of the Altron Board, established by the Altron Board for
the purposes of the South African Companies Act in relation to the Disposal and
Distribution (as affected transactions) and for the purposes of considering and, if
deemed fit, approving and taking the necessary steps to implement the Disposal
and Distribution

The Standard Bank of South Africa Limited (acting through its Corporate and

Investment Banking division), Nedbank Limited (acting through its Nedbank
Corporate and Investment Banking division), Investec Bank Limited, Absa Bank
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“Altron Ordinary
Shareholder”

“Altron Ordinary
Shares"

“Altron Register”
"Altron
Shareholders”

"Altron Transfer
Secretary”

"Altron TMT"

“Appraisal
Rights”

"Articles"
"Barracuda”
"Broker"
"Board" or

"Board of
Directors"”

"BSS" or "Bytes
Software
Services"

"Bytes Group"

"Bytes SA"

"Bytes
Technology
Holdco"

"Bytes UK"

“Bytes UK
Management”

Limited (acting through its Corporate and Investment Banking division), FirstRand
Bank Limited (acting through its Rand Merchant Bank division) and any other
lenders in terms of the Common Terms Agreement

a registered holder of Altron Ordinary Shares

no par value A ordinary shares in the issued share capital of Altron

the register of issued securities of Altron established and maintained in terms of
section 50(1) of the South African Companies Act

Altron Ordinary Shareholders and the Altron High Voting Shareholder

Computershare Investor Services Proprietary Limited, a private company duly
incorporated and registered in accordance with the laws of South Africa with
registration number 2004/003647/07, being the transfer secretary to Altron

Altron TMT Holdings Proprietary Limited, a private limited liability company
incorporated under the laws of South Africa with registration number 1946/020415/
07, and a member of the Altron Group, in which Altron Finance has a 100 per cent.
shareholding

the rights afforded to Altron Shareholders in terms of section 164 of the South
African Companies Act

the articles of association of the Company
Barracuda Networks, Inc.

any person registered as a “broking member (equities)” in accordance with the
provisions of the FMA.

the board of Directors of the Company as at the date of this Registration Document,
whose names are set out in Part 6 "Directors, Proposed Directors, Senior
Management and Corporate Governance"

Bytes Software Services Limited, a private limited company incorporated under the
laws of England and Wales with registered number 01616977, in which Bytes UK
has a 100 per cent. shareholding

Bytes UK and its subsidiary undertakings or, in the event of and following the
Demerger, the Company and its subsidiary undertakings, including Bytes UK

Bytes Technology Group Proprietary Limited, a private limited liability company
incorporated under the laws of South Africa with registration number 1911/003874/
07, in which Altron TMT has a 100 per cent. indirect shareholding

Bytes Technology Holdco Limited, a private limited company incorporated under
the laws of England and Wales with registered number 12525335, in which the
Company has a 100 per cent. shareholding

Bytes Technology Limited (formerly known as Bytes Technology Group Limited), a
private limited company incorporated in England and Wales with registered number
03643194 , in which Bytes SA owns 10,000 A ordinary shares and Bytes UK
Management owns 1,000 B ordinary shares in Bytes UK

Neil Murphy, Keith Richardson, David Rawle, John Gilbertson, Jack Watson and
Richard Horowicz
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“Bytes UK
Management
Consideration
Shares”

"Cash-out
Amount"

"Category 1
Resolution”

“Category 1
Transaction”

“Certificate”

"Certificated
Shareholders”

"Check Point"

"Cisco"

"Citrix"

"cloud"” or "cloud
computing”

"Common Terms
Agreement”

"Company" or
llBytesll

"Compliance

Certificate"

"Computershare
Nominees"

“Conversion”

"Conversion
Rate"

"Converted
Shares”

"Convertible

Shares equal to 5 per cent. of the issued share capital of the Company at
Admission (as enlarged by the issue of such shares) to be issued by the Company
to Bytes UK Management on the Admission Date under the terms of the Demerger
SPA in part consideration for their B ordinary shares in Bytes UK

an amount of £14.3 million

has the meaning given to that term in paragraph 6.1 of Part 4 "Details of the
Demerger"

a transaction which is categorised as Category 1 in terms of paragraph 9.5 of the
JSE Listings Requirements

the single certificate in respect of all the Convertible Notes to be issued by the
Company to Bytes SA

Altron Ordinary Shareholders whose Altron Ordinary Shares have not been
Dematerialised into the system operated by Strate, title to which is represented by
share certificates or other physical documents of title

Check Point Software Technologies, Ltd

Cisco Systems, Inc

Citrix Systems, Inc, a multi-national software company and strategic partner of
Bytes UK

shared, remotely accessible IT solutions

the common terms agreement entered into between, amongst others, Altron, Bytes
UK and Nedbank Limited (as facility agent) dated 28 February 2019

Bytes Technology Group plc, a public limited company incorporated under the laws
of England and Wales with registered number 12935776, in which Neil Murphy
and Keith Richardson (the Chief Executive Officer and Chief Financial Officer
respectively of the Company) each own 1 Share and 25,000 preference shares of
£1.00 each

a compliance certificate issued by the TRP in terms of paragraph 102(13) of the
Companies Regulations; 2011, issued in terms of section 223 of the South African
Companies Act

Computershare Nominees Proprietary Limited, a private limited liability company
incorporated under the laws of South Africa with registration number 1999/008543/
07

the automatic conversion into Converted Shares of all Convertible Notes which are
not redeemed for cash pursuant to the Redemption

the prevailing mid-market rate of exchange for conversion from Pound sterling to
Rand on the date of payment by the Escrow Bank of the Redemption Proceeds to
the Altron Transfer Secretary

New Shares to be issued by the Company on the Admission Date upon Conversion

220,506,494 convertible unsecured loan notes issued by the Company to Bytes SA
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Notes"

"Convertible
Notes
Instrument”

"CrowdStrike"
"CREST"

"CSDP"
llCSPII

"Declaration
Date"

“Default Ratio”

llDeIIll

"Dematerialised”

"Dematerialised
Shareholders"

"Dematerialised
Shares"

"Demerger”

“Demerger
Resolutions”

"Demerger SPA"

"Directors"”

“Disposal”

"Disposal
Resolution"

"Distributed
Convertible

as consideration for its A ordinary shares in Bytes UK

the loan note instrument expected to be entered into by the Company on 3
November 2020 in respect of the Convertible Notes

CrowdStrike Holdings, Inc.

the UK-based system for the paperless settlement of trades in listed securities, of
which Euroclear UK and Ireland Limited is the operator

a central securities depository participant as defined in section 1 of the FMA
the Microsoft Cloud Solutions Provider programme

the date on which Altron declares the Distribution, subject to the conditions that the
Demerger Resolutions are passed and the TRP issues a Compliance Certificate
for the Distribution, which is expected to be 20 November 2020

assuming there is demand in the Offer for New Shares equal to 36.9 per cent.
of the enlarged share capital of the Company at Admission, 25 per cent. as to
Redemption: 75 per cent. as to Conversion, and adjusted, if necessary, in terms of
paragraph 4.15 of Part 4 "Details of the Demerger

Dell, Inc.

the process whereby securities held by Certificated Shareholders are converted or
held in an electronic form as uncertificated securities and recorded in a sub-register
of security holders maintained by a CSDP or Broker

Altron Ordinary Shareholders who hold Dematerialised Shares

Altron Ordinary Shares which have been incorporated into the system operated by
Strate, title to which is no longer represented by physical documents of title

the proposed demerger of the Bytes Group from the Altron Group pursuant to
the Demerger SPA including the composite, inter-conditional, indivisible transaction
consisting of the Distribution, the Offer, Admission, the Disposal, the Redemption
and the Conversion

the Category 1 Resolution, the Disposal Resolution and the Distribution Resolution

the share purchase agreement entered into between the Company, Bytes SA,
Altron, Bytes UK Management, Bytes Technology Holdco and Bytes UK dated 2
November 2020

the Executive Directors and the Non-Executive Directors, further details of whom
are set out in Part 7 "Directors, Senior Management and Corporate Governance"

the sale and transfer by Bytes SA of the A ordinary shares it owns in Bytes UK to
Bytes Technology Holdco and the sale and transfer by Bytes UK Management of
their B ordinary shares in Bytes UK to the Company pursuant to the terms of the
Demerger SPA

has the meaning given to that term in paragraph 6.2 of Part 4 "Details of the
Demerger"

has the meaning given to that term in paragraph 2.6 of Part 4 "Details of the
Demerger"
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Notes"

“Distribution”

"Distribution
Resolution”

"Enterprise
Customer”

“Entitlement
Ratio”

"Escrow Bank"
IIEUII
"Exchange
Control

Regulations"

"Executive
Directors"”

"existing
customers”

IIFCA"

"FinSurv"

"FMA"
"FY10"
"FY15"
"FY18"
"FY19"
"FY20"
"Fy21"
"Fy22"
"FSMA"
"Gartner"
"GDPR"
"HP"

the distribution in specie by Altron of 91 per cent. of the Convertible Notes to Altron
Ordinary Shareholders pursuant to section 46 of the South African Companies
Act expected to be declared on the Declaration Date, subject to the condition that
the Demerger Resolutions are duly passed and the TRP issues a Compliance
Certificate in respect of the Distribution

has the meaning given to that term in paragraph 6.3 of Part 4 "Details of the
Demerger"

a corporate customer with more than 1,000 employees

0.5 Convertible Notes for every 1 Altron Ordinary Share held on the Record Date

Firstrand Bank Limited, London Branch
the European Union

the South African Exchange Control Regulations, 1961 issued under the South
African Currency and Exchanges Act, 1933, as amended (including any applicable
directive and rulings of FinSurv and the South African National Treasury)

the executive directors of the Company, being Neil Murphy and Keith Richardson

customers which the Bytes Group has previously transacted with

the Financial Conduct Authority

the Financial Surveillance Department of SARB, which is responsible for the
administration of exchange control on behalf of the South African Minister of
Finance or an officer of the South African National Treasury on the authority of the
South African Minister of Finance

the South African Financial Markets Act, No. 19 of 2012 (and amendments thereto)
the financial year ended 28 February 2010

the financial year ended 28 February 2015

the financial year ended 28 February 2018

the financial year ended 28 February 2019

the financial year ended 29 February 2020

the financial year ending 28 February 2021

the financial year ending 28 February 2022

the Financial Services and Markets Act 2000, as amended

Gartner, Inc.

the General Data Protection Regulation 2016/679

The Hewlett-Packard Company
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"HSBC Invoice
Discounting
Facility"

IIIBM“
IIICTII
"IFRS"

“Independent
Expert”

“Independent

Expert’s Report”

"IT channel”

"JSE"

"JSE Listings
Requirements”

"License
Dashboard"

"Listing Rules

"London Stock
Exchange"

“Long Stop
Date”

"Main Board"
"Main Market"

"Market Abuse
Regulation”

"Member State"
"Microsoft"
"Microsoft
Certified

Professional”

"Microsoft DTA"

"Mimecast"

has the meaning given to it in paragraph 11.3 of Part 11 "Additional Information”

International Business Machines Corporation
information and communications technology

International Financial Reporting Standards as issued by the IASB, as adopted by
the European Union

KPMG Services Proprietary Limited, a limited liability private company incorporated
in accordance with the laws of South Africa under registration number 1999/
012876/07, appointed as independent expert by the Altron Board to prepare and
deliver the Independent Expert’'s Report

the report prepared or to be prepared by the Independent Expert in respect of
the Disposal and the Distribution in accordance with regulations 90 and 110 of
Companies Regulations, 2011, issued in terms of section 223 of the South African
Companies Act

the method by which the Bytes Group's products are made available to its resellers

as the context requires, either (a) JSE Limited (registration number 2005/022939/
06), a limited liability public company incorporated in accordance with the laws of
South Africa and licensed as an exchange under the FMA, or (b) the securities
exchange operated by the aforementioned company

the listings requirements of the JSE, as amended from time to time

License Dashboard Limited, a private limited company incorporated under the laws
of England and Wales with registered number 06599902

the listing rules of the FCA made under section 74(4) of the FSMA

London Stock Exchange plc

the later of: (i) 31 December 2020; and (ii) 45 days after the Declaration Date,
except where a different date and/or time is stipulated in a particular Suspensive
Condition

the JSE's main board for listed securities

the London Stock Exchange's main market for listed securities

Market Abuse Regulation (EU) No 596/2014

a member state of the European Union
Microsoft Corporation

a sales team member who has passed Microsoft's certified professional exam

the digital transformation arrangement entered into between Microsoft and Crown
Commercial Services in 2018

Mimecast Limited
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"Minimum Offer
Price"

"New Shares"

"Non-Executive
Directors"”

"Offer"

"Offer Price"

"Official List"
"Oracle”

“Ordinary
Resolution”

"Palo Alto™
"PCAOB"

"Phoenix"

"PLC Nominees"

"pounds
sterling”, "£",
"sterling", pence,
"p" or "GBP"

"Proposed
Directors"

"Prospectus
Regulation”

llQIBll

"QIB Notification
Time"

“Record Date”
"Record Date for
the Altron EGM"

"Record Date for
the Distribution”

"Redemption”

£1.89 per Share, or such higher price per Share as the Altron Board may determine
and notify to the Company in writing by no later than publication of the Prospectus

new Shares to be issued by the Company at the Offer Price pursuant to the Offer

the non-executive directors of the Company being Patrick De Smedt and David
Maw

the offer of New Shares to institutional investors in the United Kingdom and
elsewhere, at the Offer Price

the price at which each New Share is to be issued pursuant to the Offer, which shall
not be less than the Minimum Offer Price

the Official List of the FCA
Oracle Corporation

a resolution adopted with the support of more than 50 per cent. of the voting rights
exercised on that resolution, as defined in the South African Companies Act

Palo Alto Networks, Inc
the US Public Company Accounting Oversight Board

Phoenix Software Limited, a private limited company incorporated under the laws
of England and Wales with registered number 02548628, in which Bytes UK has a
100% shareholding

PLC Nominees Proprietary Limited, a private limited liability company incorporated
under the laws of South Africa with registration number 1989/002235/07

the lawful currency of the United Kingdom

the proposed directors of the Company as set out in Part 6 "Directors, Proposed
Directors, Senior Management and Corporate Governance"

the Prospectus Regulation (EU) 2017/1129 (and amendments thereto)

"qualified institutional buyer" as defined in Rule 144A

12:00 (SA time) on the Record Date for the Distribution, being the time and date
before which the Required Notice Recipient must have received a US Investor
Letter

the date on which an Altron Shareholder must appear on the Altron Register in
order to participate in the Distribution

23 November 2020, being the date on which an Altron Shareholder must appear
on the Altron Register in order to attend, participate in, and vote at the Altron EGM

the date on which an Altron Ordinary Shareholder must appear on the Altron

Register in order to participate in the Distribution, which date is expected to be 9
December 2020

(a) the redemption of 100 per cent. of the Convertible Notes held by Altron as
nominee for Restricted Altron Shareholders and Altron Finance;
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"Redemption
Proceeds"

"Redemption
Proportion"

"Registrars"
"Registration
Document”
"Required Notice

Recipient"

“Restricted
Altron
Shareholders”

"Rule 144A"
"SaaS"
"SARB"
"South Africa”

"South African
Companies Act"

"Senior
Management”
"SENS"

"Shareholders"

(b) the redemption of 100 per cent. of the aggregated fractional entitlements to
Convertible Notes arising on the Distribution held by Altron as nominee for
Altron Ordinary Shareholders;

(c) the redemption of Convertible Notes to be retained by Altron to finance the
withholding tax payable on the Distribution;

(d) the redemption, in the Default Ratio, of the Convertible Notes held by Altron
as nominee for Altron Ordinary Shareholders (other than Restricted Altron
Shareholders and Altron Finance); and

(e) to the extent that Altron Ordinary Shareholders (other than Restricted Altron
Shareholders and Altron Finance) elect to redeem a greater percentage
than the Default Ratio of the Convertible Notes held for them by Altron
as their nominee, the redemption of that additional percentage of their
Convertible Notes, provided that if such elections cannot be fully satisfied
through investor demand to subscribe for Additional Shares in the Offer,
excess allocations among Altron Ordinary Shareholders who have made
such elections will be reduced proportionately

the aggregate cash proceeds of the Redemption, in sterling, equal to the number
of Convertible Notes redeemed multiplied by the Offer Price which proceeds will be
converted into Rand at the Conversion Rate

the proportion of the Convertible Notes which are redeemed pursuant to the
Redemption, which shall be that proportion of the Convertible Notes for which there
are matching subscriptions for New Shares in the Offer (excluding New Shares to
be issued to finance the expenses and commissions of the Offer and the stamp
duty payable on the transfer of Bytes UK shares pursuant to the Demerger SPA)

Computershare Investor Services PLC of The Pavillions, Bridgwater Road, Bristol
BS13 8AE

this document

in the case of (i) Dematerialised Shareholders, the relevant CSDP, Broker,
custodian or nominee, with a copy to the Altron Transfer Secretary; and (ii)
Certificated Shareholders, the Altron Transfer Secretary

Altron Ordinary Shareholders resident in, or which have a registered address in,
the United States (and who are not QIBs that have provided a signed US Investor
Letter), Canada, Australia or Japan

Rule 144A under the US Securities Act
software as-a-service

the South African Reserve Bank

the Republic of South Africa

the South African Companies Act No. 71 of 2008

the Executive Directors, Sam Mudd and Paul Emms, further details of whom
are set out in Part 6 "Directors, Proposed Directors, Senior Management and
Corporate Governance"

the Stock Exchange News Service of the JSE

the holders of Shares in the capital of the Company
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"Shares"
"SMB"
"Snow"
"Sophos"

"Special
Resolution"

"Specified

Security
Documents”

"Strate"”

“Suspensive
Conditions”

IITRPII

"Underwriting
Agreement”

"UK Corporate
Governance
Code"

"United
Kingdom™ or
IIUKII

"United States"
or lIUSll

uus$u or IIUSDII
"US GAAP"
"US GAAS"

"US Investor
Letter"

"US Securities
Act"

llVARll
IIVATII

"Veeam"

the ordinary shares in the capital of the Company

a small-to-medium sized business with fewer than 1,000 employees
Snow Software Limited

Sophos Group plc

a resolution adopted with the support of at least 75 per cent. of the voting rights
exercised on that resolution, as defined in the South African Companies Act

each of the following documents, including any amendments, supplements or
variations thereto: (i) the common terms agreement entered into between, amongst
others, Altron, Bytes UK and Nedbank Limited (as facility agent) dated 28 February
2019; and (ii) the subordination agreement entered into between, amongst others,
Altron, Bytes UK and Nedbank Limited (as facility agent) dated 28 February 2019

Strate Proprietary Limited, a private company incorporated under the laws of South
Africa with registration number 1998/022242/07 and a registered central securities
depository in terms of the FMA, which is responsible for the electronic settlement
system used for the settlement of securities trades on the JSE

the suspensive conditions to the Demerger set out in paragraph 6 of Part 5 "Details
of the Demerger”

the Takeover Regulation Panel established in terms of section 196 of the South
African Companies Act

the underwriting agreement to be entered into between, among others, Altron, the
Company, and the Company's UK bookrunner in relation to the Offer

the UK Corporate Governance Code published by the Financial Reporting Council
in July 2018, as amended from time to time

the United Kingdom of Great Britain and Northern Ireland

the United States of America, its territories and possessions, any State of the
United States of America, and the District of Columbia

the lawful currency of the United States

generally accepted accounting principles in the United States

auditing standards generally accepted in the United States

an investor letter in the form set out in the Altron Circular to be executed and
delivered to the Required Notice Recipient before the QIB Notification Time by
Altron Shareholders located in the US that are QIBs that want to receive Converted

Shares

United States Securities Act of 1933, as amended

value added reseller
value added tax

Veeam Software
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"Veritas" Veritas Technologies LLC

"VMWare" VMWare, Inc
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