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Rakenskapsaret

2022

Faststillelseintyg

Undertecknad styrelseledamot i KMT Waterjet AB intygar -att:res.ultatrékningen och balansrikningen 1
arsredovisningen har faststillts p arsstimma 2023-06-29. Arsstdémman beslutade att godkéinna styrelsens
forslag till resultatdisposition.

Jag intygar ocksé att innehéllet i arsredovisningen och revisionsberittelsen stimmer 6verens med
originalen.

Per Josefsson
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KMT Waterjet AB
Org.nr 556240-8327

Styrelsen f6r KMT Waterjet AB avger foljande &rsredovisning for réikenskapséret 2022.

Forvaltningsberiittelse

Information om verksamheten

Bol‘aget bediiver via dotterbolag 1 Tys'kland QGh Kina ti‘l'lverlming och ffj'rS'ailjniﬁg av

- 7 kap 2§ upprattar f

dotterbolagen Med Sth av AR]

Agarforhillanden

1(8)

hénvisar till den koncernredovisning som uppréttas af S-hape Technologles Gmup Inc: m*g nr 46 32’75 009

med site i Delaware, USA.
Foretaget har sitt sdte 1 Stockholm.

Flerarsoversikt (Tkr) 2022 2021
Nettoomsétining 0 0
Resultat efter finansiella poster 295 203
Balansomslutning 302 199 270 685
Soliditet (%) 19,4 p A

Forindringar i eget kapital
' ' Aktie- Reserv-
kapital fond
Belopp vid drets ingang 10 000 2 000
Disposition enligt beslut
av drsstimman:
Balanseras i ny rdkning
Belopp vid Arets utging 10 000 2 000
Forslag till vinstdisposition
Styrelsen foreslar att till f6rfogande stdende vinstmedel (kronor):

balanserad vinst
arets vinst

dlspeneras S&. att

AIIa belopp anges 1 tusentals 1{1 onor om mg_et annat anges

ey} Signerat ML, AL, PJ

2020

0

998
253 893
23,1

Balanserat

resultat

46 730

20
46710

46 709 550
3
46 709 553

46 709 553
46 709 553

2019

-68
2778 634
2144

_..20.

2018

0

270 445
21,7

Totalt

58 710

58 710




Org.nr 556240-8327

Resultatrikning Not
Tkr )

Cﬁwi‘g_a rirelseintikter 104
104

Rarelsens kostnader

éwig;a' externa kostnader 40
Ovriga rorelsekostnader 63

10:
Rorelseresultat 1

Resultat fran finansiella poster

anldggningstillgdngar 2 29 242

Ovriga rinteintdkter och liknande resultatposter 5291

Rintekostnader och liknande resultatposter -34 829
~296
Resultat efter finansiella poster 205

Bokslutsdispositioner 3 295

Resultat fore skatt 0

Skatt pé drets resultat < 0
Arets resultat 0

2022-01-01
*20 2-2:'-12*-31.
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2021-01-01

91
97

34
250
-284
187

18 300
1 085
-18 995
390
203

20

Transaktion 09222115557495809300 {23}  Signerat ML, AL, PJ




KMT Waterjet AB

Balansrikning

Tkt

TILLGANGAR

Anliggningstillgingar

O

Yangar
Andelar 1 koncernftretag

Fordringar hos koncernforetag

Summa anlkiggningstilligingar
Omsittningstillgingar
Kortfristiga fordringar

Fordringar hos koncernforetag
Ovriga fordringar

Kassa och bank
Summa omsittningstillgingar

SUMMA TILLGANGAR

Transaktion 09222115557495809300  §

Not

2022-12-31

67 797

221 829
289 626

12 528

3
12 531

42
12 573

302 199

3 (8)

2021-12-31

67 797
192 587
260 384
260 384

10211
3
10 214

10 301

270 685




Org.nr 556240-8327

Balansrikning Not 2022-12-31 2021-12-31

Tkr

EGET KAPITAL OCH SKULDER

Eget kapital 7

Bundet eget kapital

Aktiekapital 10 000 10 000
Reservfond 2 000 2 000

Fritt eget kapital

Balanserad vinst eller forlust 46 710 46 730

Arets resultat 0 -20
46 710 46 710

Summa eget kapital 58 710 58 710

Langfristiga skulder 8
Skulder till koncernforetag 225 034 195 370
Summa Iangfristiga skulder 225 034 195 370

Kortfristiga skulder

Skulder till koncernforetag 18 434 16 585
Upplupna kostnader och férutbetalda intikter 21 20
Summa kortfristiga skulder 18 455 16 605

SUMMA EGET KAPITAL OCH SKULDER 302 199 270 685

Transaktion 09222115557495809300 feo) Signerat ML, AL, PJ




KMT Waterjet AB *(8)
Org.nr 556240-8327

Tk

Not 1 Redovisnings- och virderingsprinciper

Allméinna upplysningar
Arsredovisningen dr upprittad i enlighet med &rsredovisningslagen och BFNAR 2012:1 Arsredovisning

och koncernredovisning (K3).

Fordringar och skulder i utléndsk valuta har vérderats till balansdagens kurs. Kursvinster och

kursforluster pa rorelsefordringar och rérelseskulder redovisas i rorelseresultatet medan kursvinster och
kursforluster pa finansiella fordringar och skulder redovisas som finansiella poster.

Redovisningsprinciperna dr oférandrade jamfort med foregaende ar.

Intiktsredovisning
Intaktel har tagl‘ts upp t111 Veﬂdlgt Varde av Vad som erhalllts e].ler lmmmer att erhallas och Iedowsas 1

1.ntaktem_a. kan. beralmas p.a ett. tlllfarhth gt satt.

Anldgegningstillgangar
Immateriella och materiella anldggningstillgangar redovisas till anskaffningsvérde minskat med

ackumulerade avskrivningar enligt plan och eventuella nedskrivningar.

Avskrivning sker linjért 6ver den férvintade nyttjandeperioden med hénsyn till vdsentligt restvérde.

Finansiella instrument .

Finansiella instrument virderas utifrdn anskaffningsvérdet. Instrumentet redovisas 1 balansrakningen nér
bolaget blir part i instrumentets avtalsmassiga villkor. Finansiella tillgdngar tas bort frin balansrdkningen
nir ritten att erhélla kassafldden frén instrumentet har 16pt ut eller Sverforts och bolaget har Gverfort i
stort sett alla risker och forméner som dr forknippade med dganderétten. Finansiella skulder tas bort frén
balansrdkningen nér forpliktelserna har reglerats eller pa annat sétt upphoit.

Andelar i dotterforetag
Andelar i dotterforetag redovisas till anskaffningsvérde efter avdrag for eventuella nedskrivningar. 1
anskaffningsvirdet ingér kopeskillingen som erlagts for aktierna samt forvirvskostnader. Eventuella

kapitaltillskott 14ggs till anskaffningsvirdet nar de uppkommer.

Kundfordringar/kortfristiga fordringar . - -
Kundfordringar och kortfristiga fordringar redovisas som omséttningstiligangar t1ll det belopp som
forvéntas bli inbetalt efter avdrag for individuellt bedémda osékra fordringar.

Laneskulder och leverantorsskulder

Léneskulder och leveranttrsskulder redovisas initialt till anskaffningsvérde efter avdrag for
transaktionskostnader. Skiljer sig det redovisade beloppet fran det belopp som ska aterbetalas vid
f@l fallotldpunkten peuodlsems mellanskﬂ]naden som rantekostnad over lanets loptld med h_] alp av

och det bel()pp SO ska aterbetalas
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Nedskrivningsprovning av finansiella anliig ningstillgangar

Vid varje balansdag beddms om det finns indikationer pa nedskrivningsbehov av ndgon av de finansiella
anldggningstillgdngarna. Nedskrivning sker om virdenedgangen beddms vara bestidende och provas

mdividuellt.

Inkomstskatter
Total skatt utgors av aktuell skatt och uppskjuten skatt Sls:atter redomsas 1 resultatralmmgen utom da

egzet kapnal

Ahtuell skatt _ _ |
Aktuell s’katt avser inkamstskatt ffjl innevarande rﬁkenskapsér samt den del av t‘idi gare rél{enskapsérs

.balans.dagen

Uppskj uten -smz

skattemasmga varden fm t111gangar DCh skulder samt fm ovrl.ga skattemas&ga avdrag eller undel skott

Uppskjutna skattefordringar nettoredovisas mot uppskjutna skatteskulder endast om de kan betalas med
ett nettobelopp. Uppskjuten skatt berdknas utifran géllande skattesats pa balansdagen. Effekter av
forandringar i gillande skattesatser resultatfors i den period férdndringen lagstadgats. Uppskjuten
skattefordran redovisas som finansiell anléggningstillgdng och uppskjuten skatteskuld som avséttning.

Upp-slcj_;uften skattefordran avseende undqgkttsavdra. elle-r andra framtida Sl{attem'aissiga- avdrag
redovisas 1 den omfattning det dr sannolikt att avdragen kan avréknas mot framtida skatteméssiga
overskott,

P4 grund av sambandet mellan redovisning och beskattning sérredovisas inte den uppskjutna
skatteskulden som dr hanforlig till obeskattade reserver.

Net_toamsattnmg
Rdorelsens huvudintidkter, fakturerade kostnader, sidointdkter samt intéktskorrigeringar.

Resultat efter finansiella poster _ o
Resultat efter finansiella intdkter och kostnader men fore bokslutsdispositioner och skatter.

Balansomslutning

Foretagets samlade tillgangar.

Soliditet (%)

Justerat eget kapital (eget kapital och obeskattade reserver med avdrag for uppskjuten skatt) i procent av
balansomslutning,

e Transaktion 09222115557495800300 &=} Signerat ML, AL, Py




KMT Waterjet AB
Org.nr 556240-8327
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Not 2 Resultat fran ovriga virdepapper och fordringar som dr anlidggningstillgangar

Not 3 Boksluts dispositioner

Lémnade koncernbidrag
Erhallna koncernbidrag

Skatt pa arets resultat
Aktuell skatt
Totalt redovisad skatt

Not 5 Andelar i koncernforetag

Ingdende anskaffningsvirden
Ingdende nedskrivningar

Utgaende ackumulerade anskaffningsvirden

Utgiende redovisat viirde

Not 6 Fordringar hos koncernforetag

Ingiende anskaffningsvirden
Férindrade valutakurser
Utgiende ackumulerade anskaffningsvirden

Utgaende redovisat virde

Transaktion 09222115557495800300 {&i]

Signerat ML, AL, PJ

2022

29 242

29 242

2022

295
295

2022

2022-12-31
70 583
-2 786
67 797

67 797

2022-12-31
192 587

29 242

221 829

221 829

2021

18 300

2021

-223

2021

2021-12-31

70 583
2 786
67 797

67797

2021-12-31

174 287
18 300
192 587

192 587




Malin Lanneborn

KMT Waterjet AB
Org.nr 556240-8327

Not 7 Disposition av vinst eller forlust

Forslag till vinstdisposition

Styrelsen foreslar att till férfogande staende vinstmedel:

balanserad vinst
arets vinst

disponeras si att
i ny rikning 6verfores

Not 8 Langfristiga skulder
Inga lan forfaller senare 4n fem ar efter balansdagen

Ordfdrande

Auktoriserad revisor

e A AV

Transaktion 09222115557495609300

kenskapsarets slut

Inga visentliga hindelser har noterats efter rakenskapsarets slut

Ronneby den dag som framgar av vara elektroniska underskrifter

Per Josefsson
Ledamot

2022-12-31

46 710

46 710

46 710

Vér revisionsberittelse har 1dmnats den dag som framgér av vér elektroniska underskrift
RSM Stockholm AB
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REVISIONSBERATTELSE

Till bolagsstamman i KMT Water]et AB, org.nr 556240-8327

Rapport om arsredovisningen

Uttalanden

Vi har utfért en revision av drsredovisningen for KMT Waterjet AB for

rékenskapsaret 1 januari 2022 till 31 december 2022,
Enligt var up’.p'fa'ttn'in_g_ih*a-rii—i’irS redovisningen upprattats i enlighet med

arsredovisningslagen och ger en i alla vasentliga avseenden réttvisande

bild av KMT Water]et ABs finansiella stallning per den 31 december 2022
och av dess finansiella resultat for dret enligt arsredovisningslagen.
Farvaltnmgsberattelsen ar f@renhg med arsredovisningens dvriga-delar.

Vi tillstyrker darfor att bolagsstdmman faststaller resultatrékningen och

balansrakningen,

Grund for uttalanden

Vi har’utfﬁrt'reuisiﬁnen e’n’l’ig’t lh’te‘rh atiﬁna! Stan dard's on AU'dIt‘ing (‘I'SA) och

narmare I avsmttet “Rewsarns ansuar" VI ir aberaende 1 farhal]ande t:ll
KMT Waterjet AB enligt god revisorssed i'Sverige och har i dvrigt fullgjort
vart yrk&qetiska ansvar enhgt dessa krav:

andama]senhga SO’ grund far véra uttalanden

Styreisens ansvar

Det ar styrelsen som haransvaret fératt arsredovisningen upprattas och.
att den ger en rattvisande bild enligt arsredovisningstagen. Styrelsen
ansvarar. dven for den interna kontroll som den bedémer ar nodvéndig for
att uppratta en drsredovisning sominte innehaller nagra vasentliga
felaktigheter, vare sig:dessa beror pa oegentligheter eller misstag.

VId upprattandet av drsredovisningen ansvarar styrelsen for bedémningen.

av bolagets férmdga att fortsdtta verksamheten. De upplyser, narsa &r
tlllamplrgt om forha!landen s0m kan paverka fﬂrmagan att fmrtsatt:a
.;:m fortsatt d.rl;i.‘t .tl.ltampas.dﬂc.k :in.te om_ Styrelsen avser att l.ikwdera
bolaget, upphéra med verksamheten eller inte har nagot realistiskt
alternativ till att g&ra ndgot av detta.

Revisorns ansvar

Vara mal ér att uppna en rimlig grad av sékerhet om hurtivida
arsredovisningen somi helhet inte innehaller nagra vasentliga felaktigheter,
Vare sig dessa beror pa ﬁegenthgheter eller misstag, och att lamna en
revisionsberittelse som innehaller vara uttalanden. Rimhg sdkerhet ar en
nog grad avsikerhet, men ir mgen garantl for att en revision som utfors
enligt ISA-och god revisionssed 1 Sverige alltid kommer att upptacka en
vasentlig felaktighet om en sddan finns. Felaktigheter kan uppsté pa grund
av oegentligheter eller misstag och anses vara vasentliga om de enskilt
eller tillsammans rimligen-kan ﬁjmfa" n.tas-_péverka de ekanomiska beslut
som anvandare fattar med grund i arsredovisningen.

En ytterllgare beskrivning av vart ansvar for revisionen av arsredovisningen

finns pd Revisorsinspekttonens webbplats: www.revisorsinspektionen.se/
revisornsansvar, Denna beskrivning &r en del av revisionsberdttelsen.

Transaktion 09222115557495809700

Rapport om andra krav enligt lagar och
andra forfatiningar

U tim I'a' n-d Q I‘i-

.2022 tl” .31 decem.be.r 2022 samt av fv::] rslaget,tn.ll d isposmoner.betraffande
bolagets vinst eller forlust.

Vi tillstyrker att bolagsstamman disponerar vinsten enligt férslaget i
forvaltningsberattelsen och beviljar styrelsens ledaméter ansvarsfrinet for
rakenskapsaret,

Grund for uttalanden

Vi har utfort revisionen enligt god revisionssed i Sverige. Vart ansvar enligt

denna beskrivs ndrmare:i avsnittet "Revisorns ansvar®, Vi aroberoende | I
forhallande till KMT Waterjet AB enligt god revisarssed | Sverige och har i
gvrigt fullgjort vart yrkesetiska ansvar enligt dessa krav.,

Vi anser att de revisionsbevis vi har inhdmtat &r tilirackliga och
andamalsenliga som grund for vara uttalanden.

Styrelsens ansvar ) -
Det ar styrélsen som har ansvaret for forslaget till dispositioner
betréffande bolagets vinst eller fariust. Vid forslag till utdelning innefattar

detta bland annat en bedomnmg av am utdelningen ar farsvarlig med
hansyn tl” de krau SOM bolagets uerksamhetsart ﬁmfattmng G(:h risker

o.ch sta_llnmg {_wng._t_

Styrelsen ansvarar f6r bolagets organisation och forvaltningen av bolagets
angelégenheter Detta i’nnef'attar b’land annat a't't fortlﬁjpande hedﬁma

utformad s3 att bokfcrmgen medelsfc:waltnmgen och bf:}lagets
ekonomiska angeldgenheter.i dvrigt kontrolleras pa ett betryggande satt.

Revisorns ansvar

Vart mal betraffande revisionen av férvaltningen, och-darmed vart
uttalande om ansvarsfrihet, 4r att inhamta revisionsbevis for att med en
rimlig grad av sakerhet kunna bedéma om nagon styrelseledamot i nagot.
vasentligt avseende:

- foretagit ndgon atgard eller ggart Slg skyldig till nagon forsummelse som
kan foranleda erséttningsskyldighet mot bolaget, eller

- pa ndgot annat sétt handlat | strid med aktiebolagslagen,
arsredovisningslagen eller bolagsordningen::

vart mal betraffande revisionen av forslaget till d]SpDSItIGI‘lEF av bolagets
vinst: eller fﬂI’|USt ach darmed vart uttalande ﬂm detta ar att med rtmhg

upptacka atgarcier eller fﬂrsummelser SOMm kan faranleda
ersattningsskyldighet mot balaget eller att ett forslag till dispaositioner av
bolagets vinst eller forlust inte ar fdrenligt med aktiebolagslagen.

En ytterligare beskrivning av vart ansvar for revisionen av forvaltningen
finns pa Revisorsinspektionens webbplats: wwwi revisorsinspektionen,se/
revisornsansvar. Denna beskrivning dr en del av révisionsherattelsen.

Stockholm den dag som framgar av var elektroniska signatur.

RSM Stockholm AB

Malin Lanneborn

Auktoriserad revisor

Signerat ML
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Independent Auditor’s Report

Shareholders and Board of Directors
Shape Technologies Group, Inc. and Subsidiaries

Opinion
We have audited the consolidated financial statements of Shape Technologies Group, Inc. and

Subsidiaries (the Company), which comprise the consolidated balance sheets as of December 31, 2022
and 2021, the related consolidated statements of operations, comprehensive |0ss, stockholders deficit

and cash flows for the years then ended, and the related notes to the consolidated financial statements
(collectively, the financial statements).

In our opinion, the accompanying fi nancial statements present fairly, in all material respects, the financial
posrtrcn cfthe Company as cf December 31 2022 and 2021 and the reeults of thelr cperatrcns and therr

Unrted States cf Amenca

_Basm for Oplmcn

:of Amenca (GAAS) Our respcnsrbrlrtres under those standards are further descnbecl |n the Auclrtcr s

Responsibilities for the Audit of the Financial Statements section of our report. We are required to be

independent of the Company and to meet our other ethical responsibilities, in accordance with the

relevant ethical requirements relating to our audits. We believe that the audit evidence we have obtained

is sufficient and appropriate to provide a basis for our audit opinion.

Emphasis of Matter

As discussed in Note 1 to the financial statements, the Company has changed its method of accounting

for leases in 2022 due to the adoption of Financial Accountrng Standards Board’s Accounting Standards
Codification Topic 842, Leases. Our opinion is not modified with respect to this matter.

:accordance wrth acccuntrng prlncrples generally accepted In the Unrted States cf Amenca and t'o.r the
-desrgn mplementatron and marntenance of mtemel control relevant to the preparahon and falr

err cr.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the Company’s ability to continue
as a going concern within one year after the date that the financial statements are issued or available to
be issued.




Auditor’s Responsibilities for the Audit of the Financial Statements
Our 0bjectives are ’te Obtain reaisonaible assurance about whether the finenc‘ial' stiatements as a Whole are

matenal mlsstatement when |1: exnsts The nsk of nm detectrng a matenal mrsstatement resultmg from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Mrsstatements are considered material
if there is a substantial likelihood that, individually or in the aggregate, they would influence the judgment
made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e |dentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
iInclude examining, on a test basis, evidence regarding the amounis and disclosures in the financial
statements.

™ btain an understanding of internel control relevant to fhe audit in nrder to design audit proeedures

eﬁectweness of the Company S mternal eontrol Accordlngly, no such oprnlon is expressed

 Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

¢ Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about the Company's ability to continue as a going concern for a reasonable
period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Seattle, Washington
March 30, 2022



SHAPE TECHNOLOGIES GROUP, INC.
CONSOLIDATED BALANCE SHEETS
(Amounts in thousands, except share data)

December 31,

2022
ASSETS
Current assets:
Cash $ 11,324
Receivables, net 71,945
Inventories, net 118.586

Prepaid expenses and other current assets 27,133

Total current assets 228.988
Property, plant and cquipment, nct 43,712
Operating lease right-of-use assets 26.951
Goodwill, net 80.427
Other intangible assets, net 32,603
Deferred imncome taxes 1,11
Due from Parent Company 9,790
Other long-term assets 6.898

T@tﬂl as Sets . $ 43 0? 479

LIABILITIES AND STOCKHOLDERS’ DEFICIT
Current liabilities:
Accounts pavable $ 40.727
Bank term debt, short-term 3,500
Other debt, short-term 3.424
Accrued payroll and related liabilities 12,698
Taxes payable and other accrued taxes 8.139
Accrued expenses 12,968
Customer deposits and deferred revenue 39,782

Total current liabilitics 125.837
Bank term debt. net, long-term. 328.149
Revolving loan 5.000
Operating lease liabilities, long-term 22352
Other debt, long-term 54
Deferred income taxes 3.843
Long-term payables 12,542

Total liabilities | 497,777

Uperating lease habilities, short-term _ 4,599

December 31,

2021

$ 14,621

60,133
99718
18,843
193,316
45,936
90,454
37.242
2,286
9,790
5,966

$ 384990

¢ 35,716

3,500
1,882
12,079
3,236
10,487
35,324
102,224
330,164
3.306
3.300
10,318
449,312

Stockholders” deficit:

Common stock, $.001 par value, 100,000 shares authorized; 63,000 shares issued and
outstanding .

Additional paid-in capital 11 excess of par 131,411
Accumulated deficit (159.405)
Accumulated other comprehensive loss:

Cummlative translation adjustment, net of tax _ (39,304)

Total stockholders™ deficit (67.298)

Total liabilities and stockholders’ deficit m

See Accompanying Notes to Consolidated Financial Statements
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131,396
(164,222)



SHAPE TECHNOLOGIES GROUP, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

Year ended

December 31,

Nales:
Cost of sales
Gross margin 166,527
Operating expenses:
Sales and marketing
General and admunistrative 62,367
Research and development
Impairment of long-lived assets 152

Restructuring charges

$ 452,853
260,320
63,227
9,328

346

$ 397.109

248,221

148,888

59.805
60,011
9.603
1,020
1935

135.420
31.107

Total operating expenses
Operating 1ncome:
Other mncome (expense), net:
[nterest expense, net
Foreign exchange gains (losses) 340
Other. net
Other expense, net
Income before income taxes
______ (8,497)

Net income (loss) $

See Accompanying Notes to Consolidated Financial Statements

(18,522)

(17,793)
13314

4817 $

132,374
16,514

(13,340)
(806)
174

2.542
(2,926)




SHAPE TECHNOLOGIES GROUP, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

Year ended
December 31,
2022 2021
Net income (loss) $ 4817 $ (384
Other comprehensive loss:
Cumulative franslation adjustment, net of tax (7.808)  (5.723)
Total comprehensive loss $ (2,991) % (6,107) |

Sce Accompanying Notes to Consolidated Financial Statcments



SHAPE TECHNOLOGIES GROUP, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

{(Amounts in thousands)

Year ended
December 31,
2022 _ 2021

Cash flows from operating activities:

Net mcome (loss) $ 4817 § (384)
Adjustments to reconcile net income (loss) to net cash provided by operating activities:

Depreciation 8,146 10,227

Amortization of imtangible assets 17.814 19.465

Amortization of deferred financing costs 1,131 1,895

Reduction of right-of-use asset - operating lease 432 —
Asset impairment charges 152 1,020
Stock-based compensation 15 33
Warranty expense 2.125 2,059
Inventory obsolescence expense 1.931 1,073
Bad debt expense 580 120
Deterred income taxes 2,223 279

Farn-out contingent liability adjustments 3,242 2,548

Changes in operating assets and liabilities, net of acquisitions:

Receivables, net (12,176) (2,019}
Inventories, net (22.890) (16,640)
Other assets (9.388) (2,990}
Accounts payable 5,408 511
Accrued expenses 2,169 (996)
Customer deposits and deferred revenue 3,487 16,167
Other long-term liabilities 1,161 (130)
Operating lease hability (432) —
Net cash provided by operating activities ' 9,047 32,238

Cash tlows from mvesting activities:
y and equipment, net (8,935) (7,222%
Expenditures for intangible assets (1,080) (848)

Expenditures for proper

Acquisitions, net of cash acquired (3.631) (939)

Hioouik s bmemsiieg srieles _________________________________ ._ ______
Cash flows from financing activities:
Repayments of bank term debt (3,500) (3,500)
Net borrowings (repayments) under revolving credit facilities 5,000 (13,500)
Repayments of long-term debt (33) (732)
Repayments of short-term debt (1,412) (1,710)
Repayments on capital leases _ — (125)

Net cash provided by (usedin) financing activitics 35 (19,567)

Effects of changes in foreign currency exchange rates on cash and restricted cash _ 408 (281)
Net change in cash and restricted cash (3,256) 3,381
Cash and restricted cash, beginning of period _ 18,892 15,511

Cash and restricted cash, end of period § 15636 § 1889



SHAPE TECHNOLOGIES GROUP, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Year ended
December 31,

2022 2021
Supplemental disclosures of cash flow nformation:

Non-cash acquisition consideration $ 491 § 1468
Non-cash right of nse assets obtamned 1n exchange for new operating lease liabilities. 5,540 —
Cash paid during the period for:

Interest

Income taxes

16,446 11,447
4.313 2,763
See Accompanying Notes to Consolidated Financial Statements



SHAPE TECHNOLOGIES GROUP, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' DEFICIT

{Amounts in thousands)

- Common Stock Accumulated
Additional other
Par paid-in Accumulated comprehensive
- Shares value capital deficit loss Total

Balances, December 31, 2020 63 § — .$ 131363 § (163,83 8) (25,77 3) $ (58,248)
Net loss — — — (384) — (384)
Currency translation adjustment, net of tax — —— —_— — (5.723) (5,723)
Stock-based compensation — — 33 — — 33

Balances, December 31, 2021 _ 63 $ — $ 13139 $ (164222) $ (31 496) $  (64.322)
Net loss ' . _ 4817 _ 4817

Currency translation adjustment, net of tax — — — — (7,808) (7,808)
Stock-based compensation '

Balances, December 31,2022

See Accompanying Notes to Consehdated Financial Statements
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SHAPE TECHNOLOGIES GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1: Summary of Significant Accounting Policies

Shape Technolo gles Group, Inc and 1ts subSIdtanes (the "Company @r "Shape I echmlogtes Group or ”bHAPE") ptm 1de

Qf Sha_pe. Te_clmolqgle;s Gmup Pare_nt H@ldmgs,, Inc.. (__the "_Parent Company .). The C_O_mp_any prwtdes. UHP w.ate_l_]et _pumps.,ﬁ;
-r()botic cuttin‘g scl’utiotls a;nd 'a'ftemta rke‘t 'components that are integrated intc:)' 'sv'stems WO’ﬂdW id’e SH Al TE 'fc)cuses on so‘lutions

.sellmg UHP eqmpment and pr@wdmg afteﬂna:rket parts censumables atld services to an mstalled base Of UHP technol@ gx
SHAPE also designs and manufactures watetjet cutting solutions.

Wateljet cuttmg techmlogy uses ultra hlgh velﬁmtv streams of water (Qver three tlmes the speed Gf smmd) ‘tti't cut a broad
tnc.ludmg carb.o_n_ _ftb.er compasﬂes SHAPE'S UHP te.chnolo gy. 1S .also us.ed in 1.ts surfac.e. pre_paratton. and mdustnal cleam_ng
sv stems in which hi gh—-velocit} streams of water are 'used to' stn’p cte'an and’ prepare surface's fOI‘ painting 'and other coatings

_kmwledge to meet custmner needs

The end-markets 1n which SHAPE's customers deploy its technology include acrospace, automotive, food processing, glass
cutting, electronics, paper slitting and trimming, and stone fabricators selling into the residential and commercial construction
markets. A significant component of SHAPE's business is aftermarket sales into all of its end-markets, for its systems and
pumps as well as those produced by competitors. UHP technology customers are frequent buyers of replacement components,
consumables and support services. The Company conducts business on a global basis that includes manufacturing facilities
located in the United States, Canada, France, Sweden, and South Korea.

Basis of Presentation

Stleldlal’leS The comohdated flnattc:tal qtatement% are prepared in canfonmty Wlth accountmg prmmples generall}« ac:cepted in
the Umited States of America (TGAAP). All significant intercompany accounts and transactions have been eliminated in
consolidation.

Foreign Currency

The local currency 1s the functional currency for sub stantially all operations outside of the United States. Assets and
ltabtllttes are translated at the ew;chattge rate n effect as af the Cﬁmpdny S balance sheet date Revenues and expenses are

as.sefts and. lt&bthttﬁg of _mtematmnal Qperatwns 11:1tt) U.S. dollars are accumulated a_n_d .retﬂecte.d as a cumul_atme translatten.
adjustment in the accompanying consolidated statements of comprehensive loss.

Foreign currency (ransaction gains (losses) consisted of the following (in thousands):

Years ended
December 31,
2022 2021
Foreign exchange gains (losses), net presented in cost of goods sold $
Foreign exchange gains (losses), net presented in other expense, net

Total g
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Use of Estimates

about fu‘lure evems and applv Judgments that affect the reported amoum; 01 assets and l1ab111tles revenues and expenses and
related disclosure of contingent assets and liabilities at the date of the consolidated financial statements. The Company bases its
assumptions, estimates, and judgment on historical experience, current trends and other factors which management believes to
be relevant and approprnate at the time the consolidated financial statements are prepared. Actual results could differ from
management's estimates and assumptions.

Cash

The Company's cash consists of demand deposits in large financial institutions. At times, balances may exceed federally
insured limits. At December 31, 2022, the Company had cash of $9.0 million held in forcign financial institutions which arc
not federally insured.

Recervables

Recervables consist of amounts billed and currentlv due from customers and amounts not vet billed but earned. The
Company extends credit to customers in. the normal course of business and maintains an allowance: for doubtful accounts
resulting from the inability or unwillingness of customers to make required payments. Management determines the allowance
for doubtful accounts bv evaluatmg 111d1v1dual custmner recewables and con51denng a customer S fmanc;tal cc)ndl‘uon credlt

that ,prwldes a basm, .for an allowance estlmate fc)r doubtf ul ac.coums,

Based on this evaluation, the Company establishes a reserve for specific accounts receivable that are believed to be
uncollectible, as well as an estimate of uncollectible receivables not specifically known. Historical trends and the Company’s
current knowledge of potential collection problems provide the Company with sufficient information to ¢stablish a reasonable
estimate for an allowance for doubtful accounts.

Recetvables are writtenn off when deemed uncollectible. Recoveries of receivables previously written off are recorded
w’hen recei*ved Bad debt expense, net of recoveries, is recorded in Sales and marketing expense in the consolidated statements

Concentrations of Credit Risk

Financial iﬁStn1-m ents th;at pmef'ntia] ly s—ubjem the Co'mpaﬂy to 'si grﬁﬁcam concentfatmns -af'c:redit“riSk' cms*ist“principzﬂly of:

and manufacturmg_ werhead_} n_hlch_ are re,.ated.. ta the _purchase. or _pm_ductlon c_)f .mvemo,rl_cs, T he_ Cﬁmpan} uses _the_ ﬁrstem?
-first—o-ut m-eth'od to detemﬁne -it'si cost -o*‘ -imrenmrifes If | inventmy costs eiiceed -ew;p'ected net re-alizfable- value 'fdue to

the net reahzable value in Cost @f sales in the consohdated statcmems ef operatmns These reserves are re;co,rded based on
recent sales history and current quantities on-hand.



Leases

Effective January 1, 2022, the Company adopted the Financial Accounting Standards Board ("FASB") Accounting
Standards Update (”ASU“) 2016-02 Leases (Topic 842), which requires the recognition of lease assets and lease liabilities by
lessees for those leases classified as operating leases under the previous guidance. The original guidance required application
on a modified retrospective bases with the earliest period presented. In August 2018, the FASB 1ssued ASU 2018-11, Targeted
Improvements to ASC 842, which included an option to not restate comparative periods in transition and elect to use the
effective date of ASC 842, Lmses as the date of 1mitial application of transition, which the Company elected.

The Company elected the "package of practical expedients" under the transition guidance within Topic 842, in which the
Company does not reassess (1) the historical lease classification, (2) whether any existing contracts at transition are or contain
leases, or (3) the initial direct costs for any existing leases. The Company has not elected to adopt the "hindsight" practical
expedrerlt and therefore will measure the ROU assel and lease hability using the remaining portion of the lease leri upon
adoption of ASC 842 on January 1, 2022,

‘The Cempany determiﬂes 1f an arrarrgemerrt is or centains' a lea'se at ineeptiorr wh‘ieh i’s the date on Whieh t’hef terms of 'the
expll_crtly orrmp_hcnl} 1der1tr 1ed assets hax € been deployed mn the contract and (11) the Cemparw obtams substantrally all of the
economic benefits from the use of that underlving asset and directs how and for what purpose the asset 1s used during the term
of the contract. The Company also considers whether its service arrangements include the right to control the use of an asset.

The Company made an accounting policy election available under Topic 842 not to recogmze ROU assets and lease
liabilities for leases with a term of 12 months or less. For all other leases, ROU assets and lease liabilities are measured based
on the present value of future lease payments over the lease term at the commencement date of the lease (or January 1, 2022, for
existing leases upon the adoption of Topic 842). The ROU assets also include any initial direct costs incurred and lease
payments made at or before the commencement date and are reduced by any lease incentives. To determine the present value of
lease payments, the Company made an accounting policy election available to non-public companies to utilize the regional risk-
free borrowing rates for each business unit, which is aligned with the lease term at the lease commencement date (or remaining
term for leases existing upon the adoption of Topic 842).

Fulure lease payments may mclude fixed rent escalation clauses or paymenis thal depend on an mdex (such as the
consumer price mdex), which 1s mmtially measured using the index or rate at lease commencement. 'Subsequent’ changes of an
mde;x dﬂd ether perredre market-rate ddjustments to base rent arc. recorded 111 varrable lease expense 1n the perrod mcurred

'they W 111 be 1rrcurred

The Company has made an accounting policy election to account for lease and non-lease components in its contracts as a
smgle lease component fer 1ts real estate, vehrele arrd eqmpmerlt asset classes The norr-lease cempenents typreallv represent

and reeerded n varrable le_a_s.e expense 1n _the perrod. rrreurred.

As a result of the adoption of ASC 842 on January 1, 2022, the Company recorded both operating lease ROU assets and
Icase liabilities of $26.3 million, respectively. The adoplren of the new lease standard did not materially impact consolidated
net income or consolidated cash flows and did not result in a cumulative effect adjustment to the opening balance of retained
earnings for the year ended December 31, 2022.

Business Combinations and Intangible Assets Including Goodwill

The Company accounts for business combinations using the aequlsmorl method, and, accordingly, the identifiable assets
acquired and liabilities assumed are recorded at their acquisition date fair values. Goodwill is calculated as the excess of the

purchase price over the fair value of net assets, including the amount assigned to identifiable intangible assets. Identifiable
.111tarrg1ble assets w1th frmte. .l.wes are amortrzed over therr useful lwes ona strarght—lme ba51s exeept for eertam deﬁmte-lrved

eests are mcurred The results ef eperatlens of acqurred busme $SES are mcluded m the eorrsehdated fmarlcral stdtemerrts frorn
the acquisition date.
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Intangible assets consist of acquired identifiable intangible assets as well as internally developed patents and trademarks.
Acquired idieﬂtiﬁablie imaﬁgible assets in‘clude cu smmer relaﬂonshlps order backle g,,, emsﬂng technolo gy patents and trade

amo_rtlzed. The.. f.fur w.alue Df IPR&D acqmred n a busme__ss combmatmn are c:dpl_tahzed and acc:ounted fm as 1ndeﬁn1te-hved
intangible assets until completed and are then amortized over their remaining useful lives. The Company capitalizes application
fees, license fees, legal and other costs of successfully defending a patent from infringement. The remaining costs are expensed

as mcurred

Valuation of Other Intangible Assets with Indefinite Lives

The Company evaluates the recoverability of intangible assets with indefinite lives by comparing the carrying value to the
fair value of the related intangible asset. Impairment, if any, is recognized for the excess of the carrying amount of the

indefinite-lived intangible asset over its fair value. For the years ended December 31, 2022 and 2021, the Company performed
a qualitative assessment and determined there was not an impairment of mdeﬁmte-lwed intangible assets.

Estimates and assumptions used to perform the impairment testing are inherently uncertain and can significantly affect the
outcome of the impairment test. Changes in operating results and other assumptions could materially affect these estimates.

Valuation of Goodwill

The Compamr follows the accountmg guldance contamed w1th:m Accc)" 'n'tmg Standards Update (ASU) No 2014 02

Valuation of Long-Lived Assets with Definite Lives

Long-lived assets include property. plant and equipment, leased right of use assets. cost-method investments, and acquired
identifiable intangible assets with defimte hves as well as miernally developed patents and internally developed soft,
trademarks, existing technology, patents and non-compete agreements. The Company capitalizes application fees, license fees,
legal :amd olher cosls of successfully d@fendlﬁg a pateﬂt fmm mfﬂngemem as well as Ihe costs of successfully defending a

Annually, and more frequently if circumstances warrant it, the Company reviews the carrying amount of its long-lived
assets to-determine if circumstances exist indicating an impairment, or if depreciation or amortization lives should be modified.
I facts or circumstances support the possibility of 1mpairment, the Company will prepare a projection of the undiscounted
Tuture cash flows of the asset group and determine if the asset group is recoverable. I impairment exists based on these
projections, an adjustment will be made to the carrying amounts or remaining lives of the asset group to reflect the amount of
impairment. Such analysis necessarily involves significant judgments and estimations on the part of the Company. No
impairment was recognized as a result -of this analysis during the vears ended December 31, 2022 and 2021. The Company
recorded an impairment charge of $152,000 and $1.0 million related to equipment and leasehold improvements for discontinued
product lines for the years ended December 31, 2022 and 2021, respectively.

Deferred Financing Costs

See ”Note 7 F mancmg Arrangemems Ior further mformatlen on these fmancmg actmtles
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Warranty Liability

Products are warranted to be free from material defects for a period not to exceed two vears from the date of installation.
Provisions for estimated warranty and other related costs are recorded in cost of sales and are periodically adjusted to reflect
actual experience. The amount of accrued warranty liability reflects management’s best estimate of the expected future costs of
honoring the Company's obligations under its limited warranty plans. The costs of fulfilling the Company’s warranty

obligations principally involve replacement parts, labor and sometimes travel for any field retrofits. Warranty expense is
recorded 1n Cost of sales 1n the consolidated statements of operations.

Income Taxes

expected to reverse. The effect Of a change in tax rates on deferred ta.x assets and llablhtles 18 recogmzed 11 INCome in the
period that includes the enactment date.

The Comipany records net deferred tax assets 1o the extent it believes these assets will more likely than not be realized. In
making such determination, the Company considers all available positive and negative evidence, including scheduled reversals
of deferred tax liabilities, projecied future taxable income, tax planning strategies and recent financial operations. In the event
'the Compamf was to determme that 1t W Dlﬂd nc;t be able to reahge its deferred income laz& assets in the -fu-ture In excess: of .1.‘ts net

Income tEIX_Q S.

The Company's income tax returns are pcnodlcally andited by U.S. federal, state and local and foreign tax authorities.
These audits include questions regarding the Company's tax filing positions. including the timing and amount of deductions and
the allocation of income among various tax jurisdictions. At any time, multiple tax years are subject to audit by the various tax
authorities. In evaluating the tax benefits associated with the Company's various tax filing positions, the Company records a tax
benefit for uncertain tax positions using the highest cumulative tax benefit that is more likely than not to be realized. A mumber
of years may elapse before a particular matter, for which a liability has been established, is audited and effectively settled. The
Company adjusts 1ts liability for unrecogmzed tax benefits in the period i which it determines the issue is effectiv ely settled
with the tax authorities, the statute of limitations expires for the relevant taxing authority to examine the tax position or when
more information becomes available.

The Company recognizes interest and penalties related to unrecognized tax benefits within the income tax benefit line in
the accampanymg consalldated statements Of eperatlons Accrued mterest and penaltles are mcluded Wlthm Lcmg—term

.records 1ts eam—out contmgent ccmmderatl{m at falr value
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Revenue Recognition

The Company, using operational and economic characteristics such as customer credit risk and upfront or deferred
payvments, concludes that its revenue sources are from product and service sales. The Company believes these revenue sources
accurately depict how the nature, amounts, timing, and uncertainty of its revenue and cash flows are affected by economic
factors.

Thc Company' "has deﬁncd ccntrac‘ts as "a'grecmcnts 'With its custcmcrs and distribu’tc'rs i'n thc 'fcrm' o'f signcd contracts

dcln crmg. gcods or scrwccs dctcrmlmng thc transactlcn pncc allccaﬂng thc ccntract transactlcﬂ pncc tc each performance
cbh gatlcn (W hcn apphcablc) and Ieco gmzmg thc revenue whcn (cr as) thc pclformdncc cbhgatlcn to thc customcr IS fu]ﬁllcd

mdtcnally dlffcr fmm analyzmg CVCTy ccntract scparatclv Ccrtam contracts mth custcmcrs ccntam a customcr acccptancc
clause. In these circumstances, the Company recognizes revenue upon customer acceptance provided all revenue recognition
criteria have been met.

The Company recognizes revenue for sales of advanced manulacturing solutions, which include UHP waterjet systems,
UHP pumps, cutting heads and after-market products upon shipment or delivery of the completed product to the customer as
specified by the customer purchase order. Advanced manufacturing solutions contain software that is essenfial to the
functionality of the machine ("the system"). System sales will also include mcidental consumables and spares and essential
software and upgrades that are considered immaterial within the context of the contract with the customer.

Revemue attributable to. systems that quality as point in time 1s recognized when customers take control of the asset. For
equipment where installation is separately identifiable, the Company generally determines that control transfers when the
customer has obtained legal title and the risks and rewards of ownership, which is dependent upon the shipping terms within the

contract.

Service revenue, including primarily installation and training, is recognized over time either proportionately over the period
of the underlying contract or when services are complete, depending on the terms of the arrangement.

The Company offers repair and maintenance service contracts to its customers. Services under these contracts include
preventive maintenance and intensifier parts exchanges that cover a period of up to two years. These service contracts can be
bundled with the Company's UHP waterjet systems and are recognized ratably over their contractual periods, which
approximates their pattern of utilization by the customers.

("SSP") cf cach d1stmct gccd or scrvice in thc ccntract Thc dctcrlmnatlcn of SSP fcr cach dlstulc pcrfcﬁnancc cbhgahcn
requires significant judgment from management. The Company determines SSP for performance obligations based on overall
pricing objectives, which takes into consideration market conditions, a review of historical sales data related to the size of
arrangements, customer demographics and the type of product sold or'work being performed and is established for each of the
Company's performance obligations by maximizing the amount of observable inputs. When not sold separately, an estimate of
the standalone selling price 1s determined by what the Company estimates 1ts customers would be willing to pay for the goods
or services in the market. The Company réviews and updates these estimates on an ongoing basis.

For customized systems, the Company recognizes revenue over time utilizing the input method using cost as a measure of
progress which most accurately presents the amount of goods and services that have been transterred to the customer as the
work is being performed. Incurred cost represents work performed, which corresponds with, and therefore depicts, the transfer
of control to the customer. Contract costs include labor, material, and certain allocated overhead expense. Material costs are
considered incurred, and therefore included in the cost-to-cost measure of progress, when they are used in manufacturing and
therefore customize the asset. Cost estimates are based on various assumptions to project the outcome of future events;
mcludmg labcr prcductlwty and avallablh‘ty the complcmtv cf thc Wcrk to bc pcrformed thc ccst of matcnals and thc

-ccnccssmns_,;, pncmg 111ccnt1vcs_ or othcr 11cms mlpactmg transactlcn pﬂcc.
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Total revenue recognized at a point in time and over time was as follows (in thousands):

Years ended
December 31,
2022 2021

Revenue recogmzed ata pOIIItlIltlme . $ 333815 $ 297.239 .
Revenue recognized over time 119,038 99,870
Total sales $ 452,853 § 397,109

are b_ﬂled. te c.us.temer_sn The Compan}f .has alse elected_, to Ireat s.mppmg and .handlmg .ac_tmtles .that occur aiter ce.mrol ef the
product transfers as fulfillment activities. and therefore, does not account for shipping and handling costs as a separate
performance obligation. "Shipping and handling costs billed to customers are recorded in revenue. Shipping costs incurred by
the Company are recorded in cost of goods sold. The Company has elected to expense sales commissions when incurred, as the
amortization period would have been one year or less. and these costs are recorded within Sales and marketing expenses in the
consolidated statcments of operations. Commission expense recognized with repair and maintenance scrvice contracts 1s
insignificant.

The Cempany does not have any 51gmﬁcant ﬁnancmg components in its customet arrangements. The Company may
extend credit to customers in line with industry standards where it 1s stratcgically advantagecous. For contracts for which the
Company recognizes revenue over time, the Company recognizes revenue based on what it has the right to bill the customer.
The Companv S conlract dssets mclude ‘tmde acceunts recewable unbﬂled revenues and co sts and estlmated edrmngs m excess

llzlc,lu.de ,C.uslﬁlller _dep_os_l.ts dIld defen’ed TCVEIILE .alld. tl@.laled $3 9. 8.. 1111111011 aﬂd $35.. 3. 111,1111,011 at Deeember 3 1.:, 2.02.2._ and 2,021__?_
respectively.

'warrantles tha.t are not sold ona standalene basm therefore they are not cenSJ.dered dlstmct perfennance ebhgatmns
Cost of Sales

Cost of sales 1s generally recognized when the related revenue is recognized. Cost of sales mcludes direct and indirect
costs associated with the manufacture, installation, and service of the Company's systems pumps and consumable parts sales,
including estimated future warranty obligations. Direct costs include material and labor, while indirect costs include, but are
not limited to, depreciation, inbound freight charges, purchasing and receiving costs, inspection costs, warchousing costs,
internal transfer costs, other costs of the Company's distribution network, and foreign currency exchange gains and losses
related to inventory purchases and sales.

Research and Development

Research and development efforts undertaken by the Companv are expensed as incurred. Research and development
cxpenscs were $9.3 million and $9.6 million for the ycars cnded December 31, 2022 and 2021, respectively.

Software Development Costs

Software development include costs to develop applications that are essential to system functionality, These costs are
capitalized at the point when software technological feasibility has been established and end when a product is available for
general release to customers. The Company establishes technological feasibility when a detailed program design has been
created or when a working model has been completed., At December 31, 2022 and 2021 the Company did not have any
material capitalized software development costs.
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Sales and Long-Lived Assets by Region
The table below presents the Company's sales and long-lived assets categorized by geographical region, (in thousands);
Years ended

December 31,
2022 2021

Sales by Geographic Region:
United States § 264260 $ 222,737
Europe, Middle East, Africa 100,223 96,522
Asia Pacific 38,597 37,428
Canada 28,183 25,456
Latin America 21,590 14,966

Total $ 452, 853 &; 397.109

December 31,
2022 2021

Long-Lived Assets:

United States $§ 109911 § 109701
Europe, Middle East, Africa 44 350 33.185
Asia Pacific 24,860 izl
Canada 8,936 8.019
Latin America 1,121 1,172
Total $ 189178 § 179,598

In October 2021, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU")
2021-08 Accounting ﬁ}r Contract Assets and Contract Liagbilities from Contracts with Customers (Topic 805). This ASU
requires an acquirer in a business combination to reco gmze and measure contract assets and contract liabilities (deferred
revenue) from acquired contracts using the revenue recognition guidance in Topic 606. At the acquisition date, the acquirer
applies the revenue model as if it had originated the acquired contracts. The Company adopted ASU 2021-08 starting 2022,
which did not have a material impact on our consolidated financial statements.

In December 2019, The Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU")
2019-12, Simplifving the Accounting for Income Taxes, as part of 1ts mitiative to reduce complexity in account standards. The
amendments 1n the ASU include removing exceptions to incremental intraperiod tax allocations of losses and gains from
financial statement components, exceptions to the method of recognizing income taxes on interim period losses, and exceptions
to deferred tax liability recognition related to foreign subsidiary investments. In addition, the ASU requires that entities
recognize franchise tax based on an incremental method and requires an entity to evaluate the accounting for step-ups in the tax
basis of goodwill as inside or outside of a business combination. The Company adopted ASU 2019-12 starting 2022, which did
not have a material impact on our consolidated financial statements,

Recently Issued Accounting Pronouncements
In June 2016, the FASB issued accounting guidance, Measurement of Credit Losses on Financial Instruments, which
requires companies to measure credit losses utilizing a methodology that reflects expected credit losses and requires

consideration of a broader range ol reasonable and supportable mformation to inlorm credit loss estimates. The Company 1S
currently evaluating the impact of its pending adoption of the new standard on its consolidated financial statements.



Note 2: Business Combinations

2022 Acquisition of Evomatic

In 2022, the Company acquired 100% of the equity interest in Evomatic AB ("Evomatic"), a Sweden-based robotic and
custom automation integrator for $3.6 mullion, net of cash acquired. The acqulsmon was funded with cash on hand and
accounted for as a business combination. The acquisition of Evomatic expands our automation capabilities in high speed. path
intensive trimming applications across the European market.

The valIISIHGIl dgreement dld n@t contam an eam—out pr@msmn. how ever there 1s a holdback of $491 000 due to be pald

1 the acqmsmon agreement As of December 31 2022 the Company has recorded a short—term hdblhty wnh a falr Value Of
$491,000.

-date.._ The_ falr value .Of the .1d3nt1flable as.s.ets. acqmred. mclud.e S ac.caunts. recelvable_f,_ &md the C.Qmpdn} belleves the falr Value ._Of
accounts receivable appmximates the contractual amount. The Company engaged a valuation specialist to value the definite-
lived intangible assets usmg the following approaches to determine value - the income, market and cost approaches. Any‘
excess of the purchase price over the fair values of the net assets acquired is recorded as goodwill, which is not amortized for
local country tax purposes. The allocation of the purchase price was as follows (in thousands):

Cash consideration, net of cash acquired $ 3,140
Holdback consideration 491
Total purchase price b 3,631

Purchase price allocation:

Current assets $ 3,910
Deferred tax assets and non-current assets 461
Definite-lived intangible assets 2.230
Goodwill 3,990
Total assets acquired 10,591
Current liabilities 6,499
Deterred tax hiabalities and non-Current liabilitics _ 461
Total liabilities assumed 6,960
Net assets acquired $ 3,631

2021 Acquisition of Riverstone

In the year ended December 31 2021 the Company acqmred 100% of the equltv mierest in Rwerstene Wateljets Ltd
;par_l:.s sewwmg the mdusmal market for $O.._9 _Il’lﬂllGIl:, net af cash_ _acqulred Ta‘tal_ c_o_nszlderatlon mcl,uded _cas_h _pald _of ‘Bl 3
million and a contingent earn-out provision, based on financial results, with an acquisition date fair value of $1.4 million. The
rcmaindcr of the carn-out provision was dcemed to be incentive compensation for future cmplc:ymcnt SCIVICCS as payments arc
forfeited if the selling sharcholders do not continue their employment with the Company. In the year ended December 31,
2022, the Company paid $2.7 million related to the first vear of the three vear earn-out period. For the vears ended December
31,2022 and December 31, 2021, the Company recorded expense of $5.9 mullion and $2.2 million, respectively, in-General and
administrative expenses in the consolidated statements of operations related to changes in the estimated earn-out hability. The
remaining potential payout is estimated at $11.5 million as of December 31, 2022



Note 3: Receivables, net

December 31,
2022 2021

Tradec accounts receivable $ 62456 § 54,091
Unbilled revenues 247 872
Costs and estimated earnings in excess of billings on contracts for customized equipment 11,127 7.236
73,830 62,199
Less: allowance for doubtful accounts _ (1,885) (2,066)

Recetrvables, net $ 71945 $ 60,133
Unbilled revenues do not contain any amounts that are expected to be collected after one year.

Activity 1n the allowance for doubtful accounts was as follows (in thousands):

Years ended
___________________________
Beginning balance $ 2066 $  3.008
Provision for doubtful recervables 580 120
Write-ofls and adjustments (761) (1,062}
Ending balance $ 1885 § 2066

Note 4: Inventories, net

Inventories consisted of the following (in thousands):

December 31,
2022 2021 _
Raw matenals, parts and components $ 111255 $ 100276 |
Wortk in process 1,231 5,091
Finished goods 10,219 4,985

Rescrve for obsolcte and cxcess inventory (10,119) (10,633)

Raw materials, parts and components include purchased finished components. which are used both in production and sold
to customers as aftermarket parts.
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Note 5: Property, Plant and Equipment, net
Propertf, p‘lant and equ’ipmen’t are stated at co st Pl‘ope’rty plant and 'equipment acquired in an acquisiﬁon are s‘tated a;l: fa;ir

the_ conso.lldated statements. e.f Qpe.ratl_cns Wlﬂl_lﬂ .Qp.erat_mg_ 1NCOome. Deprecmuon f,or ﬁ.nancmlj. reportmg. purpese_s._ is ,pmv:lded
using the straight-line method over the estimated useful lives of the assets. Leasehold improvements are amortized over the
shorter of the related lease term or the useful life of the asset. Expenditures for maintenance and repairs are charged to expense
as incurred. During 2022 and 2021, the Company evaluated on-going projects and product lines and determined to write-down
certain assets as a result. The Company recorded an impairment charge of $152,000 and $1.0 million for the years ended

December 31, 2022 and 2021, respectively, tor certain property, plant and equlpme.nt,ﬁ, which 1s included 1n lmpairment ot long-
lived assets on the consolidated statements of operations.

The carrying value of the Company's property, plant and equipment was as follows (in thousands):

December 31,
Range of useful lives 2022 2021
Mlachinery and equipment 5 -7 years $ 463525 § 47071

| 10 - 40 years for buildings, -
Land and buildings 1ndefinite for land 23,504 23,852

Computer e-quipment and software 3 years 20,783 19,599

Over the shorter of the life of
__ - the asset or the remaining -
Leasehold improvements lease term 4219 3,797
Furniture and fixtures 3 years 3,114 3,120
Property and equipment not yet placed in service N/A 4233 2,550
- HHIOQ , “dmaa ey
Accumulated depreciation (58,660) (54,053)

Property, plant and equipment, net $ 43712 $ 45936

Depreciation expense was tecorded as tollows (1n thousands):

Years ended
2022 . 2021

Depreciation expense m m
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Note 6: Goodwill and Other Intangible Assets

The Company records goodwill and intangible assets in connection with acquisitions accounted for as business
combinations. Additionally, the Company records changes 1n goodwill and other imtangible assets as a result of foreign
currency translation effect on goodwill and other intangible assets allocated to foreign locations along with amortization. The

carrying value of goodwill was as follows (in thousands):

Weighted
average
remaining Y
e Ty December 31,

years 2022 2021

Goodwill 70 $ 114393 $ 113,094
Less: accumulated amortization (33,966) (22,640)
Total goodwill, net $ 80427 $ 90454

The -C-ommny follows the alternative -:Ineﬂmq-ef accounting for goodwill and amortizes the balance over a useful life of 10
years. Amortization expense was recorded as follows (in thousands):

Years ended
December 31,
2022 2021 _
Amortization of goodwill $ 11326 $ 11,402

Expected amortization of goodwill held as of December 31, 2022 is as follows (in thousands):

Year Amounts
2023 § 11,489
2024 11,489
2025 11,489
2026 11.489
2027 11,489
Thercalter 22982
$ 80427
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The Company's intangible assets other than goodwill consisted of the following (in thousands):

Weighted
livesin __December3l,
years 2022 2021
Customer relationships 8.1 $ 85615 $ 86281
Existing technology 5.6 48.297 49:029
Trade names - indefinite lived Indefinite 22,314 22,748
Patents 7.2 20,926 20.355
Non-compete agreements 2.9 3.662 3,708
Trade names - definite lived 6.0 3.949 3255

In-process research and development Indefinite 183 193
184.946 185.569
Less: accumulated amortization (152,343) (148,327)

Total intangible assets, net $ 32603 § 37242

Amortization expense was recorded as follows (1in thousands):

Years ended
December 31,

2022 2021
Amortization of intangible assets $ 6488 $ 8063

Expccted amortization of definite-lived intangible asscts held as of December 31, 2022 is as follows (in thousands):

Year Amounts
2023 § 4244
2024 2035
2025 1.396
2026 889
2027 356
Thereafter
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Note 7: Financing Arrangements

The Company's financing arrangements included term debt (the “Bank Term Debt™) and revolving credit facility with a
Bank, and an asset-based lending (ABL) credit facility with a separate Bank.

The Bank Term Debt is secured by certain of the Company's assets. The Bank Term Debt accrues interest at a base rate
plus 2% or at a rate equal to the Eurodollar rate plus 3% as selected by the Company. Interest is payable on at least a quarterly
basis and the weighted-average interest rate on the Bank Term Debt for the year ended December 31, 2022 was 4.7% (effective
rate of 7.1% at December 31, 2022). The credit agreement requires quarterly principal payments of at least $875,000 and
matures in April 2025, The Bank Term Debt's unpaid principal balance at December 31, 2022 was $334.6 million.

On August 31, 2022, the Company amended its revolving credit facility agreement to extend the maturity date to January
2025. The revolving credit facility accrues interest at a base rate plus 2% or at a rate equal to the secured overnight financing
rate (SOFR) rate plus 3%. At December 31, 2022 and 2021, there were no borrowings under that facility.

On Angust 9, 2022 the Company amended 1ts ABL credit agreement to extend the maturity date to January 2025. The
ABL facility has a maximum availability of $60.0 million based on certain Company collateral calculations and is secured by
certain accounts receivable and inventory, net of reserve balances, for cerfain of the Company's subsidiaries. As of
December 31, 2022, the Company had availability of $47.0 million. The ABL [facilily accrues interest at rales selected by the
Company which includes a Base Rate, as defined under the ABL agreement, and SOFR and Canadian prime rates plus an
incremental rate as provided for under the agreement. As of December 31, 2022 and December 31, 2021, there were
borrowings of $5 million and $0 under the ABL facility, respectively. The weighted-average interest rate on the ABL facility
for the year ended December 31, 2022 was 5.5%.

At December 31, 2022 and 2021, the Company's unamortized deferred financing costs related to the Bank Term Debt was

At December 31, 2022, the Company's unamortized deferred financing costs related to the ABL Facility were $0.8 million,
and comprised the balance of deferred financing costs, net included in other long-term assets on the consolidated balance sheet.

Bank Term Debt and ABL Facility Covenants
The Bank Term Debt, Revolving Credit facility and the ABL facility contains events of default including, but not limited
to, nonpayment of principal or interest, violation of covenants, breaches of representations and warranties, cross-default to other

debt, bankruptcy and other insolvency events, material judgments, certain events, and certain changes of control of Shape
Technologies Group.
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Other Debr

The Company's other debt 1s related to finance agreements at several foreign subsidiaries and 1s recorded 1in Other debt,
short-term and Other debt., long-term, on the consolidated balance sheets, and accrues interest at rates between 0% and 8%.

the years ending (1n thousands):

Year Amounts
2023 $ 11,782
2024 3,542
2026 28
2027 15
Thercafter 73

Deferred financing costs ' (2.976)
Total mancing arrangements, net $ 340,127

(1) Amounts do not include $0.8 million of deferred financing costs, net included 1n other long-term assets on the consolidated
balance sheet at December 31, 2022, related to revolving credit facilities.

Note 8: Warranties

The following table presents the activity for the Company's warranty obligations (in thousands):

Years ended
December 31,
2022 2001
Beginning balance $ 2082 § 2481
Warranty provision 2,125 2.059
Settlements made (2,048) (2.458)
Endmg balance $ 2?159 $ 2,,0 82 |

The Company's warranty provision balance 1s included in accrued expenses on the consolidated balance sheets.
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Note 9: Income Taxes

The Tax Cuts and Jobs Act contained a provision which requires the capitalization of Section 174 costs incurred in years
beginning on or after January 1, 2022, Section 174 costs are expenditures which represent research and development costs that
are incident to the development or improvement of a product, process, formula, invention, computer software, or technique.
This provision changes the treatment of Section 174 costs such that the expenditures are no longer allowed as an immediate
deduction but rather must be capitalized and amortized.

-+

The income tax benefit (provision) is based on loss before income taxes reported for financial statement purposes. The

components of income (loss) before income taxes, based on tax jurisdiction, are as follows (in thousands):

Years ended
December 31,
Income before income taxes:;
Uniled States mcome (loss) b 4200 %  (2,194)
Foreign income 9.114 4,736

Total income before iNcome taxes 3’ 13314 § 2,542 __

The 1ncome tax provision is comprised of the following (1n thousands):

Years ended

2022 2021

Federsd S din s 55

State (622) (297)

Foreign (6,358) (3,272)

Current tax provision (7.091) (3.014)

Federal 187 204

State (29) (18)

Deferred tax benefit (provision) (1,406)

Income tax provision $  (8497) § (2.926)

28

The reconciliation between the Company's effective tax rate on loss before imcome taxes and the statutory tax rate 1s as

Years ended
December 31,
2022 _ 2021

Income tax provision at federal statutory rate 21.0 % 21.0 %
State and local taxes net of federal taxes 4.5 % 11.6 %
Nondeductible/nontaxable items 17.4 % 87.1 %
Foreign operations 223 % 91.3 %
Valuation allowance (39.0)% 44.4 %
Tax return to provision adjustments 0.8)% (34.5)%
Unrecognized tax benefits 4.7 % (89.0)%

Research and development credits 33.7 % (16.8)%
Income tax provision . 63.8 % 115.1 %
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Components of the net deferred tax assets (liabilities) consisted of the following (in thousands):

December 31,
2022 2021
Deferred tax assets:
Net operating loss carry forwards $ 7485 § 13519
Inventory 3.464 3,738
Interest: 11.546 10,485
Research and development credits 994 6,340
Lease liability 3,630 —
Section 174 costs 1,705 —
Other 0616 9.446
Deferred tax assets 38.440 43,528
Valuation allowance (22,990) (28.177)
Total deferred tax assets - 15450 15351
Deferred tax liabilities:
Intangiblc asscts (9.135)  (10.481)
Property, plant and equipment (1.702) (1.809)
ROU asset (3.630) e
Other (3.716) (4,075)
Deferred income tax liabilities (18 183):' (16,365)

Net deferred income tax liabilities $ (2733 8 (1014)

to the reahzablhtv ef net eperatmg losses resea:rch and development eredlt and the deductlen fer mterest expense

As of December 31, 2022 the Company had gross federal, state, and foreign net operating loss carryforwards of
approximately $200.000, $40.0 million, and $2.1 million, respee‘m cly. The federal net operating loss carrvforwards have
carm ferward peneds that are mdeﬁmte The state net operatmg loss carr fforwards ha\ee carr; forwa;rd permds ef 5-20 vears and

income may be subject to 11m1tat10n under Schon 382 of the IRC due t0 changes in the equlw ewnershlp ef the cempany The-
Company believes an ownership change occurred in a prior period and that the net operating losses will be subject to limitation.
A preliminary estimate indicates that the Company will not be limited 1n the current period. A more formal analysis will be
conducted prior to filing the tax return. As of December 31, 2022, the Company's research and development tax credit
carryforwards for income tax purposes were $1 million. If not ut111zed a portion of the research and development tax credit
carryforwards will begin to expire in 2039.

The Company considers the undistributed edrmngs of its forcign subsidiarics to be permanently reinvested and.
accordingly, no U.S. income taxes have been provided thereon.
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The following is a tabular reconciliation of the total amounts of the Company's unrecognized tax benefits (in thousands):

Years ended

December 31,
2022 2021
Balance, beginning of year $ 7948 § 8.684
Decreases related to cash settlements. (1,117) -
(Gross 1nCreases ~ tax positions in current period 779 1,134
Gross decreases - tax positions in prior periods (272) —
Gross decreases in tax positions due to lapse of statute of limitations o (22) (1.870)
Balance, end of vear $ 7316 § 7948

The $7.3 million of unrecognized tax benefits as of December 31, 2022 if recognized, would affect the effective tax rate
and would result in adjustments to other tax accounts, primarnly deierred taxes, The Company estimated $40,000 of uncertain
tax benefits in long-term pavables will change in the next 12 months related to transfer pricing due to the expiration of the
statute of Inmtations. In addition, the unrecognized tax benefit balance can fluctuate due to the outcome of the research and

development credit study.

The Company recorded interest and penalties of $1.8 million and $2.2 million in long-term payables in the consolidated
balance sheets as of December 31, 2022 and 2021, respectively, related to uncertain tax positions. During the years ended
Deceniber 31, 2022 and 2021 the Cﬁmpa;ny recorded net interest (benefit)/expense of ($245,000) and $169.,000, respectively,
which is included in Income tax provision on the consolidated statements of operations.

The Company is subject to taxation in the United States, various state and foreign jurisdictions. There was an audit
settlement of $2.5 million with Germcm} covering years 2014-2017. The tax years 2018-2021 will be audited in 2023 by the
German tax authorities. The Company's reserve for uncertain tax positions include unresolved matters with the German taxing

authorities. These reserves are subject to a high degree of estimation and management Judgment Resolution of these
Slgmﬁcant unresolw ed ma‘tters Cf)uld haw a mateﬂal 1mpact 011 the Cﬂmpany S fmancml results n future penods With few

Stock-Based Compensation

- The Parent Company has established an equity compensation plan (the "Plan") to promote the growth and success of the
business by aligning long-term interests of employees with those of sharcholders. There are 21,500 shares authorized for

issuance under the Plan m the form of stock, stock units, stock options, stock appreciation rights, or cash awards. As of
December 31, 2022, the Parent Company had 9,051 shares of common stock available for future 1ssuance under its Plan.

Stock Options

The Parent Company grants stock options to employees in certain managenient positions of the Company with service and/
or performance conditions. For options granted under the Plan, they vest over the cxpec cd service period. The remaining 50%
will vest upon a change of control event provided the transaction price exceeds various thresholds. The awards are exercisable
upon a change of control event or, in the case of the time vested options, immediately prior to their expiration date 1f a change
of control event has not occurred. The compensation cost of stock options expected to vest 1s based on their fair value at the
date of grant. net of expected forfeitures, and recognized ratably over the vesting period for the time vested options. No
compensation cost will be recorded for the performance-based awards until it is deemed probable that a change of control event

will occur at a price in excess of the performance thresholds.

The Company uses the Black-Scholes option-pricing model to calculate grant-date fair value of the Parent's stock options
using the assumptions noted in the following table. The expected term of the options was computed using the estimated period
of time over which the options will be outstanding before being exercised. The risk-free interest rates are determined using the
1mphed weld currently avaﬂa‘ble for Z€T10- coupen U S govemmem 1Ssues Wlﬂl a remmmng term equal to the expec:ted term of

h1sm_ncal _stack transacuons
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The Company did not grant any stock options in the years ended December 31, 2022 and 2021.

The Company has not declared or paid any cash dividends on its common stock and does not anticipate that any dividends
will be paid in the foreseeable future based upon management intent.

The following table summarizes stock option activities for the years ended December 31, 2022 and 2021

Weighted- Weighted-

_ _ Average  Average
Number of Exercise Remaining
Options Price Life (Years)

Outstanding at December 31. 2020, 2021 and 2022 8.816 $ 353
Options exercisable at December 31, 2022 2.576 353 1.9
Options vested and expected to vest at December 31, 2022 8,664 353 21

The Company included the following amounts for stock-based compensation expense, which related to stock options, in
the consolidated statements of operations (in thousands):

Years ended
December 31,
2022 2021
Sales and marketing 11 13
General and administrative $ 4 $ 14
Research and development —_— 5

Cost of sales — 1
Total $ 15 % 33

In addition to the Cash Awards, total unrecognized stock compensation expense includes $1.5 million at December 31,
2022, of which will be recognized when, or if, it becomes probable that a change of control event will occur at a price 1 excess
of the performance thresholds, as defined in the agreement.

Note 11: Retirement Plans:

The Company has defined contribution 40 I(k) plans covering substantially all employees in the Umited States. The plans
allow cmployccs to defer a portion of their employment income. Participants age 50 or older may clect to dcfer additional
amounts to the plans as allowed under the IRC. Each emplovee who elects to participaie is eligible to receive Company
matching contributions that are based on emplovee contributions to the plans, subject to certain limitations. Company
contributions and expenses under the 401¢k) plans were $1.4 million and $1.3 million for the vears ended December 31, 2022
and 2021, respectively.

Note 12: Fair Value of Financial Instruments
Fair Value of Financial Instruments

The carrying value of the Company's current assets and liabilities approximates fair value due to the short-term maturity of
these assets and habilities. Financial assets and liabilitics measured on a nonrecurring basis that are included 1n consolidated
balance sheets consist of a cost-method investment. That financial assets are measured at fair value when impairment indicators
exist. Due to significant unobservable inputs, the fair value measures used to evaluate impairment and to calculate a prevailing

market interest rate are Level 3 inputs.
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Fair value is the price that would be received to sell an asset or paid to transfer a liability in-an orderly transaction bétween.

market participants at the measurement date (exit price). The Company discloses and classifies fair value measurements in one
of the following three categories:

Level 1: Unadjusted quoted prices in active markets that are accessible at the measurement date for identical, unrestricted
assets or liabilities:

Level 2: Quoted prices in markets that are not active or inputs which are observable, either directly or indirectly, for
substantially the full term of the asset or hability.

Level 3: Prices or valuation techniques that require mputs that are both significant to the fair value measurcement and
unobservable (1.€., supported by liftle or no market activity).

The following tables present information about the Company's assets and liabilities measured at fair value on a recurring basis
asof December 31, 2022 and 2021 (in thousands):

December 31, 2022
Balance at
December
Level 1 Level 2 Level3 31, 2022

Earn-out contingent consideration (Note 2) $ P | o § 5790 % 5,790

Balance at
; : : e’ N =B o Decemb er
Level 1 Level 2 Level 3 31, 2021

Earn-out contingent consideration (Note 2) $ s 1 — 2,548 $ 2.548

The earn-out contingent consideration was incurred from acquisitions in 2021 as described in "Note 2: Business
Combinations." The Company generally determined the fair value of the earn-out contingent consideration at December 31,
2022 and December 31, 2021 by using discounted cash flow models for the earn-out payments, weighted by the estimated
probability of carn-out pavments being earned and paid. The models relied upon certain unobservable inputs, mmcluding
management’s estimate of the range of future EBITD A achieved. the probabilities of achieving them, and the annual discount
rates applied to the payments.

a -recumng bamsﬁ,usmg _51gmflcant unob s_c_wable __1nputs (Level;% )_ :(11'1 thousandsz),

Years ended
December 31,
2022 2021

Begi ﬂ]_‘]i n g b ﬂlaﬂﬁe . ...... 2‘#5 $ T 4 9 __
Additions 5.790 2.548
Settlements (2,664) (560)

Adjustments to estimated liabilities (Note 2) _ 116 62

Ending balance % 5790 $7 2548

There were 1o significant transfers between any levels during the years ended December 31, 2022 and 2021.
Note 13: Leases

The Company has lease arrangements for certain office, warchouse and manufacturing facilities and equipment throughout

the world. These leases typically have oﬂgmal terms no exceedmg 10 years and generally contain multi-year renewal options,
some of which are reasonably certain of exercise. The lease periods expire between 2023 and 2032.

30



Payments under the Company’s lease arrangements may be fixed or variable over the terms of the leases. Total rental

expenses for facilities and equipment, including variable and short-term costs, were $8 million and $7.5 million for the years

Operating lease cost 1s recognized on a straight-line basis over the lease term. Components of operating lease expense
were as follows for the year ended December 31, 2022 (in thousands):

Operating lease cost $ 4,676
Variable and short-term lease cost 3,285

Total operating lease cost $ 7.961

As of December 31, 2022, our operating leases had a weighted average remaining lease term of 7.01 years and a weighted

average discount rate of 1.43%. Future lease payments under operating leases as of December 31, 2022 were as follows (in
thousands):

Year ~ Amounts
2024 4,078
2025 3.456
2026 3,225
2027 3.201
Thereafter _ 11.016
Total Future lease payments 29,575
Less: imputed interest (2,624)
Present value of lease liabilities $ 26951

As of December 31, 2022, the Company does not have any material financing leases.

Note 14: Commitments and Contingencies

The Company has pledged a portion of its cash as collateral for certain of its. revenue arrangements and propertv-lease
banking arrangements. The following table provides a reconciliation of the amount of cash and restricted cash reported within

thousands):

Cash $ 11324 $ 14621
Restricted cash included in prepaid expenses and other current assets 165> 788
Restricted cash included in other long-term assets 2,657 3.483

Total cash and restricted cash shown in the consolidated statements of cash flows $ 15636 $ 18.892

See "Note 7: Financing Arrangements” for information regarding the Company's assets pledged as collateral to secure its
debt.
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Product Liability

Currently there are no material outstanding product liability claims arising out of the sale of current and former products of
the Company. To minimize the financial impact of these claims, the Company purchases product hability msurance.

Managemem beheves 1ts...1nsurancc cov emge. 1S adequate.to satlsfy any 1.1ab111_tles that..are 1.ncur1‘ed..
Legal Proceedings

The Company is, from time to tune, party to various legal proceedings arising out of its business. The amount of alleged
11ab111t§, 1f any,} from these proceedmgs cannot be detemuned Wlth certamty hom ever, the (,ompanv S management behew €s

shﬁuld not be matenal t@ its busmess fmanmal candmon or results of operatlons
Personal Injury Actions

Product and general hiability claims arise against the Company from time to time in the ordinary course of business. These
c’laims are gene-raillv cmrered "by appropri-ate insurance Recweries 'if any may be realized -?fm'm indemnj:tors mdef&ndants

-condltwn, results of opemtlons or cash ﬂows

Note 15: Related-Party Transactions

The C'ompanY ha‘d amoun‘ts du’e to "the Parlent C@mpany O’f '$’9' 8' mil]ion a*t December '3'1 2"22 and 2‘021 and is included on

_-}?ear

OH May 3 1' 2“02’2 the Company entered into a 10“year lease with the prior owner of Evomatic, which resulted in $292,000

During 2022 and 2021, the Company also reimbursed expenses incurred by AIP, a stockholder in the Parent Company.
These expenses were not slgmﬁc.ant.

Ascent Acrospace, an AIP portfolio company, purchases products from the Company which arc recorded as salcs.

'The‘ bal‘ances 'be‘i?w'een SHAPE and a‘ll 're*lfa't*ed parties except for the $’9 8 milli(:sn 10ng—term r‘ecei\a able 'fm'm Our 'Parent

tenns The Compan}» mcluded lhe [callamng am@unls f Or lmnsactwm W 1[11 relaled parues in the cmls@hdated stalemenls Gf
operations (in thousands):

Years ended
December 31

2022 2021
Sales v 133 % 31
Expense reimbursements. 87 396

The Company's balances with related parties consisted of the following (in thousands):

December 31,
2022 2021
Long-term receivables 9 790 9,790



Note 16: Restructuring Charges

As part

ensure that 1

of 1ts mtegration and optimization efforts, the Company reviews its global footprint and worldwide staffing to
t is best positioned to service its customers. In the years ended December 31, 2022 and 2021, the Company

mcurred. cos:

s related to activities intended to improve its operational efficiencies and to exit certain product lines. These costs

primarily included personnel termination costs and costs incurred related to optimize its European entity and facility structure.

Years ended
December 31,
2022 2021

Restructuring charges $ 346§ 1,935

Following is a reconciliation of the beginning and eénding balances of the restructuring liability (in thousands):

Emplovee N Facility
termination Exiting consolidation
benefits product lines COStS Total

Balance at December 31, 2021 $ 301 $ — $ — % 301

Provision for restructuring events 149 — 649 798
Payments and adjustments . #50) — (649) (1,099)

Note 17: Subsequent Events

Other than the matters discussed below, the Company performed an evaluation of subsequent events through March 30,
2022, the date the financial statements were available to be issued and determined there were no recognized subsequent events
that would require disclosure in the consolidated financial statements as of December 31, 2022,
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