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Independent Auditor's Report

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, 2024
(Successor) and December 31, 2023 (Predecessor), the related consolidated statements of operations,
comprehensive loss, stockholder's equity (deficit), and cash flows for the period from September 6, 2024
through December 31, 2024 (Successor), the period from January 1, 2024 through September 5, 2024
(Predecessor), and the year ended December 31, 2023 (Predecessor), and the related notes to the
consolidated financial statements (collectively, the financial statements).

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as of December 31, 2024 (Successor) and December 31, 2023 (Predecessor),
and the results of its operations and its cash flows for period from September 6, 2024 through

ecember 31, 2024 (Successor), the period from January 1, 2024 through September 5, 2024
(Predecessor), and the year ended December 31, 2023 (Predecessor), in accordance with accounting
principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America (GAAS). Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of Shape Technologies Group, Inc. and Subsidiaries 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 2 to the financial statements, the Company was sold on September 6, 2024,
resulting in the presentation of these successor and predecessor financial statements. As a result of the
transaction, assets acquired, liabilities assumed, and previously held equity interest were recorded at fair
value. Our opinion is not modified with respect to this matter.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

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 ane year after the date that the financial statements are issued or available to
be issued.
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Auditor's Responsibilities for the Audit of Financial Statements
QOur objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted In accordance with GAAS will always detect a
material misstatement when it exists. The risk of not detecting a material misstatement resulting from
fraud |

omissions, misrepresentations, or the override of internal control. Misstatements 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.

ing an audit in accordance with GAAS, we:

« Exercise professional judgment and maintain professional skepticism throughout the audit.

» |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
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

« Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control. Accordingly, no such opinion is expressed.

« Evaluate the appropriateness of accounting policies used and the reasonableness of significant

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-relatea

matters that we identified during the audit.

Seattle, Washington
August 28, 2025




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

Predecessor

Successor

Current asseis:

Cash and cash equivalents
Receivables, net
Inventories, net
Prepaid expenses and other current assets
Total current assets
arty, plant and equipment, net

yerating lease right-of-use assets

Other iﬁtmg?iblﬁ assets, net

Dieferred income taxes

(Other long-term assets
Total assets

Current liabilities:
Accounts payable
Bank term debt, short-term
Other debt, short-term
Accrued payroll and related

B

iabilities
other accrued taxes

Taxes payable and
Accrued expenses
Customer deposits and deferred revenue
Operating lease liabilities, short-term
Total current liabilities
Bank term debt, net, long-term
Revolving loan
Operating lease liabilities, long-term
Deferred income taxes
Long-term payables
Total liabilities
Stockholder's equity (deficit):

Common stock, $.001 par value, 100,000 shares mtmﬁmﬂgﬁﬂﬁm shares issued and

outstanding
Additional paid-in capital in excess of par

Accumulated deficit

Accumulated other comprehensive loss:
Cumulative translation adjustment, net of tax

§ 21,608

64,529
30,037
315,400
98,947
2,859

333,627
4,000
24,928
17,159
10,188

M

262,539
(26,907)

(13,971)

§ 11,023

82,897
114,446
18,621

226,987
42,178
24,677
69,652
29,080

$ 36,357 .

3,500
3:123
12,412
2,788
13,025
29914

106,371
326,021
14,000
20,456
3,009
11,063

480,920

L

131,411
(170,579)

(39,796)

221,661

(78,964)

Total stockholder's equity (deficit)
Total liahilities and stockholder's equity (deficit) g

See Accompanying Notes to Consolidated Financial Statements
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SHAPE TECHNOLOGIES GROUP, INC.
CONSOLIDATED STATEMENTS OF OPERAT
Amounts in thousands)

Predecessor

FPeriod from Period from
September 6 January 1

through through Year ended

e e |3
Costofsales 99,592 | 299,157

(Gross margin 50.169 110.101 - T g .
Operating expenses: :

Sales and marketing 21,001 66,342
General and administrative 34,007 5@;’& 83 71,979
Research and development . 3,271 ' 7,274 9,910
Restructuring charges 731 1,354 1923

Total operating expenses
Operating income (loss)

Other income {expense), net:

Interest expense, net
Foreign exchange gains
Other, net
Other expense, net
Loss before income taxes
Income tax benefit (provision)
Net loss

(8,841)

{15,133)
713

See Accompanying Notes to Consolidated Financial Statements

106,159
3,942

(22,709)
2,415

150,154
21,662

(30,543)
215

(23,339)
_ (3568)




SHAPE TECHNOLOGIES GROUP, INC.
ATED STATEMENTS OF COMPREHENSIVE LOSS
(Amounts in thousands)

CONSOLI

Successor Predecessor

Sﬁ?tﬁmbﬁ '
~ through

January 1
through Year ended

December 31,

Net loss : | 5 (23969 $ (11,174
Other comprehensive loss:

Cumulative translation adjustment, net of tax
Total comprehensive loss

See Accompanying Notes to Consolidated Financial Statements



SHAPE TECHNOLOGIES GROUP, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

{Amounts in thousands)

6

&
b

Successor

Period from J Period from
September 6 ] Januaryl

through ] through Year ended
December 31, § September 5, December 31,

2023

______________________________________________ Predecessor

030038

2025
£
-
5
-
S
£
Y

Cash flows from operating activifies:
Net loss $

Adjustments to reconcile net loss to net cagh provided by (used in) operat:
activities:

epreciation = 4,243 5,430 7,123
ible assets 15,264 | 9,554 15,868
Amortization of inventory fair value step-up | | 6,301 e —
Amortization of deferred financing costs 1,052 1,104 1,700
Reduction of right-of-use asset - operating leases 2,295 3,868 2,597

(23,969) $§ (11,174

Amortization of goodwill and intang

Warranty expense

Inventory obsolescence expense

Provision for credit losses

Provision for write-off on the amount due from parent

Deferred immcome faxes

Earn~out continge

nt liability adjustments

Changes in operating assets and liabilities, net of acquisitions:

Receivables, net

Inventories, net
{ther assets

Accounts payable

Accrued expenses

Customer deposits and deferred revenue

Other long-term

liabilities

920
638
2,339

2,491

(1,007)
7,761
210
(3,190)
(11,188)

1,609
390
493
807

(5.515)

12,635
(4,824)
366
(5,538}
13,683
11,482
(603)

2. LT
1,767
433
9,790
(4,626)
(2,169)

(11,776)
1,534
9,479

(4,217)
(3,254)
(10,003)
(1,670}

(3,683) (1,246)

Operating lease babthty . {2184 §

MNet cash provided by (used in) operating activities

Cash flows from investing activities:
Expenditures for property and equipment, net
Expenditures for intangible assets

(1413) | (6,525) (7,375) -

Net cash used in investing activities
Cash flows from financing activities:
term debt - (1,750) (3,500)
Net borrowings (repayments) under revolving credit facilities (3.000) 500 0,000
(repayments) of other debt 24 60 (249)
(2,976) 10 5251

Repayments of bank

Net borrowings

Net cash provided by (used 1in) linancing activities

Effects of changes in foreign currency exchange rates on cash and restricted |
cash e 1,437 : e s

Net change in cash, cash equivalents and restricted cash

Cash, cash equivalents and restricted cash, beginn

Cash, cash equivalents and restricted cash, end of period



SHAPE TECHNOLOGIES GROUP, INC.
CONSOLIDATED STATEMENTS OF CASH F

(Amounts in thousands)

OWS

Predecessor

Smm&mr

Period from
January 1
through Year ended
Sﬂ[ﬁmxmr S, December 31,

Suppim?gmm disclosures of cash flow information: |
g:amﬁ%md equity contribution from pﬁmm Company

Non-cash right of use assets obtained in exchange f@r NeEw , om o
liabilities | _— o “ | ,_ 385

Cash paid during m g:smmi for:
Interest . | T o - o 11,438
Income taxes LU3l
See Accompanying Notes to Consolidated Financial Statements

11,729 3,066

21,493 - 28459
4,571 7,779




(DEFICIT)

{Ammmm in mﬂmmds}

Emnm on Smizk Accumulated

_________________________________________________________________________________________ - Additional -
Par paid-in Accumulated comprehensive

Shares  value capital  deficit ~ loss Total

méméﬁm r:

Balances, December 31, 2022 | b3 | 1,403} % (39,304) $ (67.298)
Net loss = — — (11,174) — m m)
Currency translation adjustment, net of tax w— — _ mee {492} (492)
Balances, December 31, 2023 ' | (78,964
Net loss {23 %%}
Currency translation adjustment, netoftax ~ —  — - {2 M 3.} {2 81 ‘i}

Balances, S%?témbﬂ‘ 5, 2024

Suecessor:
Balances, September 6, 2024

Bty by
predecessor minority owner, net of buyer

transaction costs (Note 2) e — 262,539 — — 262,539
e . (26,907)

Currency translation adjustment, net of tax — — — — Uﬁ 97 ﬁ (“ 971)

Balamees, December 41, 2034 _______ ______ ______________ - . ______

Contribution of Preferred E

Met loss - — —

See Accompanying Nmm m C@mmmmw F mmmm S‘Eﬁmmmm
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SHAPE TECHNOLOGIES GROUPE, INC,
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1: Summ

ary of Significant Accounting Policies

Shape Technologies Group, Inc. and its subsidiaries (the "Company"” or "Shape Technologies Group" or "SHAPE") provide
solutions based on its Ultra High Pressure (“UHP”) technology to manufacturers. The Company is a 100%-owned subsidiary
of Shape Technologies Group Parent Holdings, Inc. (the "Parent Company”). The Company designs and manufactures or
assembles UHP waterjet pumps, cutting heads, and tables; robotic and process automation systems; and aftermarket
components that are integrated into systems worldwide. SHAPE focuses on solutions for advanced materials processing for
prominent customers in fast-growing markets., SHAPE's business strategy focuses on selling UHP equipment and providing
ftermarket parts, consumables, and services to an installed base of UHP technology.

Waterjet cutting technology uses ultra-high velocity streams of water (over three times the speed of sound) to cut a broad
range of materials, ranging from food, paper products, carpet and plastics, to stone, aluminum, steel and engineered materials
including carbon f{iber composites. SHAPE's UHP technology is also used in its surface preparation and industrial ¢leaning
systems, in which high-velocity streams of water are used to strip, clean and prepare surfaces for painting and other coatings.
SHAPE's offerings include hardware, software, process confrol, robolic assembly, parts and support, and the technical
knowledge to meet customer needs.

The end-markets in which SHAPE's customers deploy its technology include aerospace & delense, automotive, energy,
food processing, general manufacturing, 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 1s allermarket 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.

Buasis of Presenfation

subsidiaries. The consolidated financial statements are prepared 1n conformity with accounting principles generally accepted in
the United States of America (“GAAP”). All significant intercompany accounts and transactions have been eliminated in
consolidation.

On September 6, 2024, CB Sapphire Aggregator LLC (an enfity ultimately owned by Charlesbank Capital Partners
("Charlesbank")) acquired all of the issued and outstanding equity interests of the Parent Company from Shape Funding, LLC
(an entity ultimately owned by American Industrial Partners ("AIP")) (see "Note 2: Business Combinations"). As a result of the
acquisition, a new basis of accounting was established as of September 6, 2024. In this Annual Report, the accompanying
consolidated balance sheets, statements of operations, comprehensive loss, cash flows, and stockholder's equity (deficit) are
presented for two periods of ownership: Successor (Charlesbank) and Predecessor (AlP).

»  The Successor period relates to the period of operations from September 6, 2024 through December 31, 2024 and
includes the consolidated accounts and transactions of the operations under the control of Charlesbank beginning on
September 6, 2024,

»  The Predecessor period relates to the period of operations from January 1, 2024 through September 5, 2024 and the
vear ended December 31, 2023 and includes the consolidated accounts and transactions of the operations under the
control of AIP.




Foreign Currency

The local currency is the functional currency for substantially all operations outside of the United States. Assets and
liabilities are translated at the exchange rate in effect as of the Company's balance sheet date. Revenues and expenses are
translated at the average monthly exchange rates throughout the yvear, The effects of exchange rate fluctuations in translating
assets and liabilities of international operations into U.S. dollars are accumulated and reflected as a cumulative translation
adjustment in the accompanying consolidated statements of comprehensive loss.

Foreign currency fransaction gains (losses) consisted of the following (in thousan

Successor | Predecessor

Period from ] Period from
September 6 §  Januaryl

through through Year ended
December 31, § September 5, December 31,

din cost of goods sold  § (1) $ (1} § 7
Foreign exchange gains, net presented in other expense, net 713 | 2,415 215

Foreign exchange gains (losses), net presente

Total $ 712 | § 2414 $ 222

Use of Estimates

The preparation of these consolidated financial statements requires management to make certain assumptions and estimates
about future events and apply judgments that affect the reporied amount of assets and liabilities, 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 manag
be relevant and appropriate at the time the consolidated financial statements are prepared. Actual results could differ from
management’s estimates and assumptions.

Cash and Cash Equivalenis
The Company's cash and cash equivalents consists of demand deposits and short-term certificates of deposiis In large
financial institutions. At times, balances may exceed federally insured limits. At December 31, 2024, the Company had cash

of $12.6 million held in foreign financial institutions which are not {ederally insured.

Recetvables

Receivables consist of amounts billed and currently due from customers and amounts not yet billed but earned. The
Company extends credit to customers in the normal course of business and maintains an allowance for credit losses resulting
from the inability or unwillingness of customers to make required payments. Management determines the allowance for credit
losses by evaluating individual customer receivables and considering a customer’s financial condition, credit history, current
economic condifions and future events if material. The Company prepares an analysis ol its ability to collect outstanding
receivables that provides a basis for an allowance estimate for credit losses. The allowance 15 the Company's estimate for
receivables as of the balance sheet date that ultimately wall not be collected. Any changes in the allowance are reflected in
earnings in the period in which the change occurs.

Based on this evaluation, the Company establishes an allowance 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 current and expected economic conditions provide the Company with sufficient information to establish a

reasonable estimate for an allowance for credit losses.

Receivables are written off when deemed uncollectible. Recoveries of receivables previously written off are recorded
when received. Bad debt expense, net of recoveries, is recorded 1n Sales and marketling expense in the consolidated statements
of operations.
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Concentrations of Credit Risk

Financial instruments that potentially subject the Company to significant concentrations of credit risk consist principally of
receivables and cash. The Company maintains cash with various major financial institutions. The Company performs periodic
evaluations of the relative credit standing of these financial institutions and limits the amount of credit exposure with any
institution. In addition to performing credit worthiness analyses on our customer base, credit risks related to receivables are
mitigated by the diversity of our customers across many different industry sectors and geographic regions.

Inventories

Inventories are stated at the lower of cost or net realizable value. Costis included in inventories consist of materials, labor
and manufacturing overhead, which are related to the purchase or production of inventories. The Company uses the first-in,
first~-out method to determine its cost of inventories. If inventory costs exceed expected net realizable value due to
obsolescence, or quantities in excess of expected demand, the Company records reserves for the difference between the cost and
the net realizable value in Cost of sales in the consolidated statements ol operations. These reserves are estimated based on
recent sales history and current quantities on-hand.

Leases

The Company categorizes leases with contractual terms longer than twelve months as either operating or finance. Finance
leases are generally those leases that allow the Company to substantially utilize or pay for the entire asset over its estimated life.
The leases that the Company enters into range from one to ten years for equipment and property. Lease habilities are
recognized at the present value of the fixed lease payments, reduced by the landlord incentives using a discount rate based on

landlord incentives, plus any direct costs from executing the leases or lease prepayments. Leasehold mmprovements are
capitalized at cost and amortized over the lesser of their expected useful life or the lease term. The Company has elected to
adopt the practical expedient under Accounting Standards Codification (ASC) 842, Leases, to not separate lease and non-lease
components in contracts that contain both. These lease agreements are accounted for as a single lease component for all classes
of underlying assets.

When the Company has the option to extend the lease term, terminate the lease belore the contractual expiration date, or
purchase the leased asset, and it is reasonably certain thal the option will be exercised, consideration of the option 18 used in
determining the classification and measurement of the lease. Costs associated with operating lease assels are recognized on a
straight-line basis within operating expenses over the term ol the lease. Finance lease assets are amortized within operating
expenses on a straight-line basis over the shorter of the estimated useful lives of the assets or, in the instance where title does
not transfer at the end of the lease term, the lease term.

Business Combinations and Intangible Assets Including Goodwill

The Company accounts for business combinations using the acquisition method, and, accordingly, the identifiable assets
acquired and liabilities assumed are recorded at their acquisition date fair values. Goodwill 1s calculated as the excess of the
purchase price over the fair value of net assets, including the amount assigned to 1dentifiable intangible assets. In accordance
with the accounting alternative provided by the Private Company Council (PCC) under ASC 803, the Company has elected not
to separately recognize customer-relaled intangible assets arising irom business combinations. These assets have been
subsumed into goodwill. Identifiable intangible assets with [inite lives are amortized over their useful lives on a straight-line
basis. Acquisition-related costs, including advisory, legal, accounting, valuation, and other similar costs, are expensed n the
periods in which the costs are incurred. The results of operations of acquired businesses are included in the consolidated
financial statements from the acquisition date.

Intangible assets consist of acquired identifiable intangible assets as well as internally developed patents and trademarks.
Acquired identifiable intangible assets include customer relationships, order backlog, existing technology, patents and trade
names acquired. Trademarks and acquired in-process research and development ("IPR&D™) have an indefinite life and are not
amortized. The fair value of IPR&D acq
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 successlully defending a patent from infringement. The remaining costs are expensed
as meurred.
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Vaiuation of Other Intangible Assefs with Indefiniie Lives

The Company evaluates the recoverability of intangible assets with indefinite lives by comparing the carrying value to the
fair value of Em mmm_ intangible asset. Impairment, if any, is recognized for the excess of the carrying amount of the
md%ﬁmmiwm intangible asset over its fair value. For the Successor period {rom September 6, 2024 to December 31, 2024

-.%mﬁmr : { from January 1, 2024 to September 5, 2024 and year ended December H 2023, the Company

performed a ﬁgmlammm assessment and determined there was not an impairment of indefinite-lived mimglmﬁ 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 Company follows the accounting guidance contained within Accounting Standards Update (ASU) No. 2014-02,
Indefinite - Goodwill and Other (Topic 350): Accounting for Goodwill, which allows private companies an accounting
alternative for the subsequent measurement of goodwill. In accordance with the standard, an entity may elect to amortize
goodwill on a straight-line basis over 10 years, or less than 10 years 1f the entity demonstrates that another uselul life 18 more
appropriate. The Company has elected to amortize goodwill over 10 years. Goodwill is evaluated at the entity level and tested
for impairment if a triggering event occurs, indicating potential impairment. The Company determined no triggering events
related to goodwill occurred for the Successor period from September 6, 2024 to December 31, 2024 and Predecessor period
from January 1, 2024 to September 5, 2024 and year ended December 31, 2023, respectively.

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 definite lives as well as internally developed patents and internally developed software,
trademarks, existing technology, patents and non-compete agreements.

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 modilied.
If facts or circumstances support the possibility of impairment, the Company will prepare a projection of the undiscounted
future cash flows of the asset group and determine if the asset group is recoverable. If the asset group is not recoverable based
on these projections, the carrying amounts would be mm;mmd {o their fair value, with any excess recognized as 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 for the Successor period from September 6, 2024 to December 31, 2024 and Predecessor
period from January 1, 2024 to September 5, 2024 and year ended December 31, 2023, respectively.

Deferred Financing Costs

Financing costs that are incurred by the Company in connection with the issuance of debt are deferred and amortized over
the life of the underlyving indebtedness using the etfective interest method. The Company recorded amortization of deferred
financing costs of $1.1 million, $1.1 million and 51.7 million for the Successor period from September 6, 2024 to December 31,
2024 and Predecessor period from January 1, 2024 to September 5, 2024 and year ended December 31, 2023, respectively.
These amortization costs are included as part of Interest expense in other expense, net in the consolidated statements of
operations. See "Note 7: Financing Arrangements” for further information on these financing activities.

Warranty Liability

Products are warranted to be free from material defects for a period not to exceed two years 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
mma@, %ﬁ;}%ﬁmw The amount of accrued warranty liability retlects management’s best estimate of the expected future costs of

g the Company’s obligations under its limited warranty plans. The costs of fulfilling the C{}mpm}f s warranty
ﬁbhg&imm prineipally involve replacement parts, labor and sometimes travel for any field retrofits. Warranty expense is
recorded in Cost of sales in the consolidated statements of operations.
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Income Taves

The Company accounts for income taxes under the asset and liability method, which requires the recognition of deferred
tax assets and liabilities for the expected future tax consequences of events that have been included in the conseolidated financial
statements, Under this method, deferred tax assets and liabilities are determined based on the differences belween the financial
statements and tax basis of assets and liabilities using enacted tax rates In effect for the year in which the differences are
expected to reverse. The effect of a change in tax rates on deferred tax assets and liabilities 18 recognized in income m the
period that includes the enactment date.

The Company records net deferred tax assets o 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, projected future taxable income, tax planning strategies and recent linancial operations. In the event
the Company was to determine that it would not be able to realize its deferred income tax assets in the future in excess of 1ts net
recorded amount, the Company would make an adjustment to the valuation allowance which would increase the provision for
income taxes.

The Company's income tax returns are periodically audited by UL.S. federal, state and local and foreign tax authorities.
‘These audits include questions regarding the Company's tax filing posiions, including the timing and am

ount of deductions and
the allocation of income among various tax jurisdictions. At any time, multiple tax yvears 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 number
of years may elapse before a particular matter, for which a liability has been established, is audited and effectively settled. The
Company adjusts its liability for unrecognized tax benefits in the period in which it determines the issue 1s effectively setiled
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 accompanying consolidated statements of operations. Accrued interest and penalties are included within Long-term
payables in the consolidated balance sheets as the amounts are not material for any of the balance sheet periods presented.

Fuair Value Measuremenis

The fair values of the Company’s financial instruments reflect the amounts that would be received to sell an asset or paid to
transfer 4 liability in an orderly transaction between market participants at the measurement date (exit price). The Company
records ifs earn-out contingent consideration at fair value.




Revenue Recognition

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

The Company has defined contracts as agreements with its customers and distributors in the form of signed contracts,
purchase orders, and completed online orders. For each contract, the Company identifies its performance obligations, which 1s
delivering goods or services, determining the transaction price, allocating the contract transaction price to each performance
obligation (when applicable), and recognizing the revenue when (or as) the performance obligation to the customer 1s fulfilled.
good or service is transferred when the customer obtains control of that good or service. The Company treats contracts with
similar characteristics in the same fashion, without having to analyze each confract separately, as such treatment would not
materially differ from analyzing every contract separately.

The Company recognizes revenue for sales of advanced manufacturing 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. Adwvanced manufaciuring solutions contain software that is essential to the
functionality of the machine ("the system”). System sales will also inelude incidental consumables and spares and essential
software and upgrades that are considered immaterial within the context of the contract with the customer.

Revenue attributable to systems that qualify as point in time is 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
gontract,

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

The Company offers repair and maintenance service confracts 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.

Transaction price allocation among multiple performance obligations 1s based on the relative standalone selling price
("SSP} of each distinct good or service in the contract. The determination of SSP for each distinct performance obligation
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 18 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 is determined by what the Company estimates its customers would be willing to pay for the goods
or services in the market. The Company reviews 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 ol goods and mwisﬁm ﬁmt hﬁw been transferred 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 mmm ﬁﬂﬁ}ﬁmﬂd 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;
including labor productivity and availability, the complexity of the work to be performed, the cost of materials, and the
performance of subconfractors. Any expected losses for a contract are charged to earnings, in total, in the period such losses are
identified.

The Company's contracts generally do not have variable consideration in the form of refunds, returns, credits, rebates, price
concessions, pricing incentives or other items impacting transaction price.
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Total revenue recognized at a point in time and over time was as follows (in thousands):

Period from
January 1

through Year ended

September 5,

Revenue recognized at a point in time $ 110,905

80,411 129,348

Revenue recognized over time | . | . 38,856 ¢ _
$ 298,804 § 470,973

Total sales $ 149,761

The Company has elected to exclude from revenue governmental assessed and imposed taxes on revenue transactions that
are billed to customers. The Company has also elected to treat shipping and handling activities that occur after control of 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 1o expense sales commissions and other
incremental costs to obtain a contract when incwrred, as the amorlization period would have been one year or less, and these
costs are recorded within Sales and marketing expenses in the consolidaled stalements of operations. Commission expense

recognized with repair and maintenance service contracts is insignificant.

The Company does not have any significant financing components in 18 customer arrangements. The Company may
extend credit to customers in line with industry standards where it is strategically advantageous. For conifracts for which the
Company recognizes revenue over time, the Company recognizes revenue based on what it has the right to bill the customer,
The Company’s contract assets include trade accounts receivable, unbilled revenues and costs and estimated earnings in excess
of billings on contracts for customized equipment. These are further described in Note 3. The Company’s contract liabilities
include customer deposits and deferred revenue and totaled $32.2 million, $41.0 million, $29.9 million and $39.8 million for
the Successor period ended December 31, 2024 and September 6, 2024 and the Predecessor period ended December 31, 2023
and 2022, respectively.

As described above, the Company offers warranties on various products and services. These warranties are assurance-type
warranties that are not sold on a standalone basis; therefore, they are not considered distinct performance obligations.

Cost of Sales

Cost of sales is generally recognized when the related revenue is recognized. Cost of sales includes 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, mspeclion 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 s

Advertising Costs

Advertising costs are expensed as incurred and included in Sales and marketing expense in the consolidated statements of
operations. Expenses totaled approximately $0.3 million, $0.8 million and $1.1 million for the Successor period from
September 6, 2024 to December 31, 2024 and Predecessor period from January 1, 2024 to September 5, 2024 and year ended
December 31, 2023, respectively.

Research and Development

Research and development efforts undertaken by the Company are expensed as incurred. Research and development
expenses were $3.3 million, $7.3 million and $9.9 million for the Successor period from September 6, 2024 to December 31,
2024 and Predecessor period from January 1, 2024 to September 5, 2024 and year ended December 31, 2023, respectively.




Software Development Cosis

Software development include costs to develop applications that are essential to system {unctionality. These costs are
capitalized at the
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, 2024 and 2023 the Company did not have any
matertal capitalized software development costs.

Sales and Long-Lived Assefs by Region

The table below presents the Company's sales and long-lived assets categorized by geographical region, (in thousands):

Predecessor

SUCCessSor

Period from
September 6
through

Period from
January 1

through Year ended

December 31,

December 31, September 5,

Sales by Geographic Region:

United States $
Europe, Middle East, Africa

Asia Pacific

153,472 &
73,203
26,640
15,654
29 835

267,991
106,448

40,443
Canada 30,189
Latin America . 6340
Total 3

Yearended § Year ended
December 31, cember 31,

2024

Long-Lived Assets:

United States ¢
Middle Bast, Africa

Asia Pacific

325,321
106,215
27,911

Canada
Lﬁﬁﬁ ;
Total

erica . 503

214,020

Recently Issued Accounting Pronouncements

In December 2023, the FASB issued ASU 2023-09, Income Taxes {Topic 740): Improvements to Income Tax Disclosures.
The ASU focuses on the rate reconciliation and income taxes paid. ASTU 2023-09 requires the Company to disclose, on an
annual basis, a tabular rate reconciliation using both percentages and currency amounts, broken out into specified categories
with certain reconciling items further broken out by nature and jurisdiction to the extent those items exceed a specified
threshold. ASU 2023-09 is effective for annual periods beginning after December 15, 2024, with early adoption permitted. The
Company is currently evaluating the potential impact of adopting this ASU on its consolidated financial statemenis and related
disclosures.




In March 2024, the FASB issued ASU 2024-01, Compensation - Stock Compensation (Topic 718): Scope Application of
?‘mf is mmmgt amﬁ Similar ﬁwmdg This standard clarifies whether profits interests and similar awards fall within the scope of
ed compensation guidance as defined in ASC Topic 718, introducing examples to demonstrate this. The ASU
mdﬂdﬁﬁ scenarios where profits interest awards are classified as equity instruments or liability awards and ﬁaa‘,mmm whﬁm they
mﬁ cutside ASC Topic 718, being mmmwd for under ASC ?wm 710. The ASU is effective f’m years beginning after
""" mber 15, 2024, with early adoption permitted. The Company is currently evaluating the potential impact of mgm% this
ASU on its consolidated financial statements m«:ﬁ mmmd disclosures.

In July 2025, the FASB issued ASU 2025-05, Financial Instruments - Credit Losses (Topic 326): Measurement of Credit
Losses for Accounis Receivable and Contract Assets, which provides a practical expedient permitling an entity to assume that
conditions at the balance sheel date remain unchanged over the life of the asset when estimating expected credit losses for
current accounts receivable and current mmm{:ﬁ assets, ASU 2025-05 is effective for annual reporting periods beginning after
December 15, 2025, with early adoption permitted, The amendments in ASU 2025-05 should be applied prospectively. The
Company is currently evaluating the impact of ﬁa‘;ﬁf}pimg ASU 2025-05 and believes that the adoption will not have a material

E
impact on the consolidated financial statements and related disclosures.

Mote 2: Business Combinations

2024 Acquisifion of Shape Technologies Group Parent Holdings, Inc.

On Samﬁzmmr 6, 2024, CB Sapphire Aggregator LLC acquired all of the issued and outstanding equity interests of Shape
Technologies Grmp Parent Holding et”) tmmgh the Share Purchase Agreement dated July 235, 2024
(“Acquisition™). The. Acquisition closed on September 6, 2024. Shape Technologies Group, Inc. (the “Company”) is a
subsidiary of the Targel and the reporting entity for the group. Prior to the Acquisition, a Charlesbank confrolled entity held
preferred equity in the Target whose fair value was determined to be 5265 million at the date of acquisition of the Target and
was contributed as rollover equity into the Company by the predecessor minority owner. The control of the Target was obtained
through acquiring 100% of the issued and outstanding shares of common stock of the Target for cash consideration of $1. The
Acquisition was accounted for as a business combination, and as required by U.S. GAAP, the Company has accounted for the
transaction using the acquisition method of accounting in accordance with ASC Topic 803, Business Combinations.

o

s, Inc, (FTarg

The Company obtained approximately $382 million in debt (Note 7) to setile the existing debt of $346.5 million and seller
transaction expenses of $13.4 million, for which the total of $360 million was considered as cash consideration to acquire the
Target. In conjunction with the debt financing, the Company incurred approximately $19.4 million as debt issuance costs which
were capitalized.

As described in Note 1, as a result of "s,m& transaction, the .ﬁﬂmmlﬂ **%mtﬁmﬂmﬁ hmfa been Wﬁam‘w& mm Fmﬁimwﬁm m:%
Successor periods of activity due to the different basis of accounting. The predecessor mﬁﬁéﬁ were not restated for the
pushdown accounting.

The aggregate purchase consideration has been allocated to the tangible assets and 1dentifiable intangible assets acquired
and liabilities assumed, based on their estimated fair values as of the acquisition date. The fair value of financial assets acquired
include accounts receivable whose fair value at the acquisition date was estimated to be the contractual recetvable amounts, of
which the Company estimates that $0 would be uncollectable. The excess of the purchase price (including fair value of
previously held preferred equity) over the tangible and intangible assets acquired and liabilities assumed has been recorded as
poodwill amounting to $334.8 million. The goodwill arising from the Acquisition 1s primarily due to the perceived gmwm
potential of the acquired businesses, quality of the operations including the workforce, and how the Company expects to
leverage and scale the business to create additional value for its shareholders. The Company has elected the private company
accounting alternative to recognize and evaluate goodwill for impairment on a consolidated basis and will amortize the &mwy-'-.
goodwill balance for financial statement purposes over a period of ten vears. Goodwill 15 materially not deductible for income
LaxX purposes.

The following table summarizes the consideration paid and payable and the estimated fair value of the assets acquired and
liabilities assurmed at the date of the acquisition:



Cash Consideration
Previously held equity interest
Total purchase consideration

1ized amounts of identifiable assets acquired and liabilities assumed:

Cash and cash equivalents

Receivables

Inventories

Prepaid expenses and other current assets
Property, plant and
Operating lease right-of-use assets

equipment
Deferred income taxes
Other long-term assets
Trade names
Developed technology
Goodwill

Accounts payable
Other debt, short-term

Accrued payroll and related liabilities

Taxes payable and other accrued taxes

Accrued expenses

Operating lease liabilities, short-term

Customer deposits and deferred revenue

Operating lease liabilities, long-term
Deferred income taxes
Long-term payables

Total net assets acquired

359,892
265,000

624,892

20,628
68,667
125,372
17,744
68,863
32,872
2,564
4,423
35,400
69,800
334,810
(30,820)
(3,096)
(11,219)
(3,311)
(8,757)
(6,
(41,044
(27,3
(14,373)
(10,190)
624,892

As part of the purchase consideration allocation, the Company determined the identifiable intangible assets and liabilities
consisted of a) trade name; b) developed technology; and ¢) unfavorable lease liabilities. The fair value of the trade names and
developed technology intangible assets was estimated using the income approach, specifically the rehef-from-royalty method.
Trade names relate to the product and svstems oftering across business segments and overall consolidated group name and
related industry recognition. The cash flow projections were discounted using an 11.5% discount rate. The cash flows were
based on estimates used to price the transaction, including market participant considerations. The discount rates applied to the
cash flows were benchmarked with reference to the implied rate of retwrn from the transaction model and the weighted average
cost of capital. The appropriate royally rates were determined after reviewing the perceived significance of the technology to
cash flow and the related royalty rate study to fair value developed technology. Developed technology represents Shape’s ulira
high-pressure technology, The estimated useful lives over which the intangible assets will be amortized are 10 years and 7 years
for tradenames and trademarks and developed technology, respectively.
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The fair value of the unfavorable lease contracts which was approximately ($0.6) million was determined using an estimate
of market rent rates for similar properties over the term of the arrangements. The useful life of untavorable lease contract assels
and liabilities was determined based on the remaining life of each lease agreement, and ranges from one to eight years.

The fair value of inventory was estimated using the comparative sales method considering the current and future uses of the
assets, the detailed data available, and the availability of market data. A fair value of inventory resulted in step-up of
approximately $9.4 million to the historical net book value (*NBV”) and 1s amortized over inventory turns.

The fair value of property, plant and equipment was estimated using the replacement cost and sales comparison method.
This approach considered the replacement cost in concluding value of the tangible assets, considering the current and future
uses of the assets, and the availability of market data. A fair value of fixed assets resulted in step-up of approximately $25
million in PPE to the historical net book value (*NBV™). Right of use (ROU) assets were reset to equal the operating lease
liabilities as of the date of the acquisition.

The fair value of the previously held equity interest ("PHEI") of $265 million was estimated by applying a market and
income approach. These fair value measurements of the PHEI are based on significant inputs not observable in the market, and
thus represent Level 3 measurements. The fair value estimates were based on an assumed discount rate of 11.5%, an assumed
terminal value based on a range of terminal EBITDA multiples between 1.2 and 9.0 times, assumed financial multiples of
reporting entities deemed to be similar to the Company, assumed adjustment due to the lack of marketability, as relevant, that
market participants would consider when estimating the PHEIL. Buyer transaction related costs totaling approximately $2.5
million incurred are reflected as an offset to rollover equity contributions.

2021 Acquisition of Riversfone

In the year ended December 31, 2021, the Company acquired 100% of the equity interest in Riverstone Waterjets Lid.
("Riverstone"), including the customer lists and trade names, a Canada-based distributor of water jet pumps and aftermarket
parts servicing the industrial market for $0.9 million, net of cash acquired. Total consideration included cash paid of $1.3
million and a non-contingent earn~put provision, based on financial results, with an acquisition date fair value of §1.4 million.
The remainder of the earn-out provision was deemed to be incentive compensation for future employment services as payments
are forfeited if the selling shareholders do not continue their employment with the Company as contingent consideration. In the
predecessor period ended September 5, 2024, the Company paid $4.1 million and $900 thousand in contingent and non-
contingent consideration related to the third and final year of the three year earn-out period. There is no remaining earn-out
liability as of the Successor period ended December 31, 2024,

Note 3: Receivables, net

Receivables, net, consisted of the [ollowing (in thousands):

____________________ Successor  § Predecessor

Year ended
December 31,

Trade accounts receivable
Unbilled revenues
Costs and estimated earnings in excess of billings on contracts for customized equipment

e

Less: allowance for credit losses | (2,327)
Receivables, net 5 65,314

Trade accounts receivable, Unbilled revenues and Costs and estimated earnings in excess ol billings on contracts for
customized equipment were $58.8 million, $0.8 million and $9.1 million as of September 6, 2024 and $62.5 million, $0.2

million and $11.1 million as of December 31, 2022. Unbilled revenues do not contain any amounts that are expected to be
collected after one year.




Activity in the allowance for credit losses was as follows (in thousands):

Predecessor

Successor

Period from
January 1
through Year ended

Period from
September 6
through
December 31,

*

Begir

Provision for credif lossest! 2,339
Write-offs and adjustments | ' (12)

Ending balance & 2,327

(1) $2,270 of the provision represents the re-establishment of the reserve as a result of the transaction (Note 2).
Note 4: Inventories, net

Inventories consisted of the following (in thousands):

Successor | Predecessor

December 31, §

Raw materials, parts and components : f- -; S $ 102,936 $ 108,533

Work in process | | 3,508 3,383
B = | 5476 | 7,748
Reserve for obsolete and excess inventory (5,748}

Inventories, net | : | } .8 108,172

Finished goods

Raw materials, parts and components include purchased finished components, which are used both in production and sold
to customiers as aftermarket parts.



Note 5: Property, Plant and Equipment, net

Property, plant and equipment are stated at cost. Property, plant and equipment acquired in an acquisition are stated at fair
value. Additions, leasehold improvements and major replacements are capitalized. When assets are sold, retired or otherwise
disposed of, the cost and accumulated depreciation are removed from the accounts and any resulting gain or loss 1s retlected in
the consolidated statements of operations within operating income. Depreciation for financial reporting purposes is provided
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.

The carrving value of the Company's property, plant and equipment was as follows (1n thousands}:

~ Successor ! Predecessor

Year ended Year ended
_December 31, | December 31,

Range of useful lives 2024 2023

quipment o __ ~ 5-7years - § 27,832 $ 47,046
10 - 40 years for buildings, o
T.and and buildings indefinite for land : 24,400 § 24,649
Computer equipment and softwar o ~ 3years .. - a 179G -
Over the shorter of the life of the
Leasehold improvements asset or the remaining lease term ,
Furniture and fixtures | | . 3years . | - 1,458 - 3,181

Property and equipment not yet placed in service N/A 1,159 1,031

‘Machinety and e

: : 5795 | ,,W__ T
Accumulated depreciation ca30) | (6267
42,178 -

erty, plant and equipment,net = o g E Tee % 64,529 : g

Depreciation expense was recorded as follows (in thousands):

Successor §  Predecessor

Period from
September 6
through

January 1
through Year ended

2024 2023

3 s 543008 . 7,123

Depreciation expense

Note 6: Goodwill and Other Intangible Assets

The Company. records goodwill and intangible assets in connection with acquisitions accounted for as business
combinations (Note 2). Additionally, the Company records changes in goodwill and other intangible assets as a result of
foreign currency translation effect on goodwill and other intangible assets allocated to foreign locations along with
amortization. The following table presents the changes in goodwill for the Successor period of September 6, 2024 through
December 31, 2024 and predecessor periods of January 1, 2024 through September 5, 2024 and year ended December 31, 2023:




Predecessor

Balance as of December 31, 2022 _ 5 80,426
Amortization : - (11,419)
Foreign currency translaton 45
Balance as of December 31, 2023 £ 69,652
Amortization (7,648)

102

Successor

Balance as of September 6, 2024 5 —

Acquisition of Shape Technologies Group Parent Holdings, Inc. 334,810

Amortization (10,876)
Foreign currency translation L | f (8,534)
Balance as of December 31, 2024 $ 315,400

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

Successor - Predecessor

Weighted
average o
remaining DY%W ?&?} .
lives in years _—-ccmiberyl, § o
at 12/31/.24 2024

Q.7 $ 326,276

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

Predecessor

Jﬁﬂﬁﬁﬁyi.
through Year ended

S-ﬁpmmm 6
through

2024 2023

| § 7,648 § 11419

Amortization of goodwill $ 10,876

Expected amortization of goodwill held as of December 31, 2024 is as follows (in thousands):

Year Amounts

2025 $ 32,628
2026 32,628
2027 32,628
2028 32,628
2029 32,628
Thereafter 152,260

$ 315,400

24




The Company's intangible assets other than goodwill consisted of the following (in thousands):

Successor | Predecessor

Weighted __
vernap I Year ended Year ended
ol g December 31, | December 31,

in years at

12/31/24 2024 2023
ned technology 6.7 $ 68,449 | s 48,470
Trade names - definite lived 9.7 34,886 4,097
Customer relationships — —_ 85,890
Patents S — 21,569

ele agreements — | —
103,335 - 163,736
Less: accumulated amortization M

Total definite lived intangible assets 98,947 ' 6,362

Trade names - indefinite lived
In-process research and development o - 178

Total indefinite lived intangible assets o —_ | 22,718

Total intangible assets, net 3 98,947

Amortization expense was recorded as [ollows {in thousands):

FPeriod from
September 6
through
December 31,

January 1
through Year ended

Expected amottization of definite-lived intangible assets held as of December 31, 2024 is as follows (in thousands):

Year __Amounts

§ 10,233




ments

Note 7: Financing Arrange
SUCCESSOy

On September 6, 2024, the Company entered into new term debt (the "Bank Term Debt") and a new ABL credit facility

(the "ABL" or "ABL Facility") with a separate Bank.

Bank Term Debt consisted of an original principal amount of $375.0 million. The Company's loan proceeds were reduced
by a debt discount of $14.1 million, a structuring fee of $2.8 million and legal fees of $0.9 million resulting in net loan proceeds
from the Bank Term Debt of $357.2 million.

The Bank Term Debt is secured by certain assets of the Company and accrues interest at a base rate plus 5.75% or at a rate
equal to the secured overnight financing rate ("SOFR") rate plus 6.75% as selected by the Company. Interest is payable on at
least a quarterly basis and the weighted-average interest rate for the period from September 6, 2024 through December 31, 2024
was 11.6% (effective rate of 11.2% at December 31, 2024). The Company may elect to pay up to 2.5% of its interest in kind
("Paid-in-Kind" or "PIK"}); however, during the period from September 6, 20124 through December 31, 2024, the Company did
not make this PIK election and made all interest payments fully in cash. The credit agreement reguires quarterly principal

March 31, 2025 and matures in September 2030. The Bank Term Debt's unpaid

payments of at least $937,500 beginning on h
principal balance at December 31, 2024 was $375.0 million.

The ABL Facility has a maximum availability of $60.0 million based on certain Company collateral calculations and is
secured by certain receivables and inventories, net of reserve balances, and certain deposit and securities accounts for US and
Canadian subsidiaries. As of December 31, 2024, the Company had availability of $42.1 million, net of borrowings. The ABL
accrues interest at rates selected by the Company which includes a B
and CORRA plus an incremental rate as provided for under the agreement. As of December 31, 2024, there were borrowings of
$4 million. The weighted-average interest rate on the ABL Facility for the period September 6, 2024 through December 31,

2024 was 6.3% (effective rate of 6.0% at December 31, 2024). The ABL Facility matures in September 2029,

At December 31, 2024, the Company's unamortized deferred financing costs related to the Bank Term Debt were $17.6
million and were netted against the Bank Term Debt's long-term principal balance. The Company's unamortized deferred
financing costs related to the ABL Facility were $0.7 million and comprised the balance of deferred financing costs, net
included in other long-term assets on the consolidated balance sheet.

Predecessor

At December 31, 2023, the Company's debt facilities consisted of bank term debt (the "Previous Bank Term Debt"), an
undrawn revolving credit facility (the "RCF"), and an ABL facility (the "Previous ABL"}). All outstanding balances were repaid
in September 2024 as a result of the transaction described in Note 2 and extinguished through acquisition accounting.

The Previous Bank Term Debt, secured by certain company assets, accrued interest at either a base rate plus 2% or SOFR
plus 3%, with a weighted-average interest rate of 8.2% for the year. Quarterly principal payments of at least $875,000 were
required and the unpaid principal balance was $331.1 million as of December 31, 2023,

‘The RCF had a maximum availability of $15 million, accruing interest at a base rate plus 2% or SOFR plus 3%. There
were no borrowings under this facility as of December 31, 2023.

The Previous ABL had a maximum availability of $60 million, secured by certain accounts receivable and inventory assets
of the Company. It accrued interest ai rates selected by the Company, including Rate, SOFR, and Canadian prime rates
plus an incremental rate. The weighted-average interest rates for 2023 were 8% (Base Rate) and 6.6% (SOFR). As of
December 31, 2023, borrowings were $14 million.

At December 31, 2023, the Company's unamortized deferred financing costs related to the Bank Term Debt were §1.6
million and were netted against the Bank Term Debt's long-term principal balance. The Company's unamortized deferred
financing costs related to the ABL Facility were $0.4 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 Covenanis



The Bank Term Debt and the ABL Facility contain 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, bankruptey and other
insolvency events, material judgments, certain events, and certain changes of control of Shape Technologies Group. The
Company was in compliance with all its financial covenants during the year ended December 31, 2024,

(ther Debi

The Company's other debt is related to finance agreements at several foreign subsidiaries and is recorded in Other debt,
short-term on the consolidated balance sheets, and accrues interest at rates between 4% and 6%.

Aggregate annual principal maturities under the Bank Term Debt, ABL facility, and other debt consist of the following for

the years ending (in thousands):

L _ Amounts
2025 ’ o - o s eass
MWITE 3,776
2027 . | B . R 3,775
2028 3,768
N f ) * | A 7765
Thereafter ; o 356275
Deferred Bnancing sosts ™ | .
Total financing arrangements, net " ., $ 364221

(1) Amounts do not include $0.7 million of deferred financing costs, net included in other long-term assets on the consolidated
balance sheet at December 31, 2024, relaled to the ABL Facility.

Mote 8: Warranties

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

Period from | Period from
September6 §  Januaryl
through through Year ended
~December 31, | '
2024 1
eginning balance * : : 3 2,034 1§
Warranty provision 920

Settlements made | i \ : e (932)

Ending balance b 2,022 1§

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

The income tax benefit (provision) is based on income (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):

Successar Predecessor

* Period from
September 6
through

January
through
1 September 5,

2024 2023

Year ended

Income (loss) before income taxe s: 4 | =
United States income (loss) | | 5 (25,211)
Foreign income (loss) '

5 {E%Mé) $ (17,235)

Total income (loss) belore income taxes

The income tax benefit (provision) is comprised of the following

Period from §
September 6 ]| Januaryl
through through Year ended
December 31, | September 5, December 31,

_________________________________________________________________________________________________________________________________________________________________________________ o 2023

1s (e § - (1233)
' _— (650)

Federal
State
Current tax benefit (provision) - _ (1e)
Nate | | ‘ ‘
Foreign = ) - : (133)

Deferred tax benelit {provision) L m{
Income tax benefit (provision) o B S

The reconciliation between the Company's effective tax rate on loss be
follows:

Period from | Period from
September 6, § January 1
_ through through Year ended

September 5, December 31,

Income tax benefit (provision) at federal statutory rate - 21.0 % | 21.0 % : 21.0 %
State and local taxes net of {ederal taxes | 2.5 % (3.87% {0,3)%
Nondeductible/nontaxable items - | - {11.9% § (9.8)% (51.0)%
Foreign operations (2.1)% § (7.7)% (9.4)%
Valuation allowance : (25.7)% : (42.5)% 37 3 0%
Tax return to provision adjustments | {0.7)% (18.6)% {19.01%
Unrecognized tax benefits | : oy 7%  24%
Research and development credits 1.6 % | r4 9

Income tax benefit (provision)



Components of the net deferred tax assets (liabilities) consisted of the following (in thousands):
Successor Predecessor

Ymr ﬁﬁﬁﬁd Year ended
¥ December 3],

Deferred tax assets: | | R S | _ |
Net operating loss carryforwards $ 7,710 § 5 7,128
Inventory N B . L 2,195 4236
Disallowed Interest | 16,652 12,095
Tax credits | " - - 2,158 .
Lease liabilities . . N 5,872 | 3,774
Section 174 costs = | : - o - 4,184 ; 3,106
Other 8,463 | 8,103

Deferred tax assets - | : | b, . | o 47234 38,442
Valuation allowance | (19,939) § (20,528)

Total deferred m agsety - I A ~ E?,,E% 1‘?_591%
Deferred tax liabilities: _ |

Intangible assets - o @3y (1928
Property, plant and equipment | _ (8,154) | U 323}
Right-of-use assets - ) : | 511) | | 7)
Other

Deferred income tax liabilities
Net deferred income tax assets (liabilities)

Deferred income tax assets represent potential future income tax benefits. Realization of these assets is ultimately
dependent upon future taxable income. Deferred tax assets must be reduced by a valuation allowance i, b%&d on féﬂ] available
evidence, it is considered more likely than not that some or all of the recorded deferred tax assets will not be realized in a future
period. The Company considers all negative and positive evidence, including the weight of the &Wﬁiﬁiﬁﬁﬁﬁ m ﬁmmim if a
valuation allowance is required. As of December 31, 2024, and December 31, 2023, valuation allowances were primarily
recorded against certain net operating loss carryforwards and disallowed business interest expense carryforwards of the
Company's domestic and foreign subsidiaries. The $0.6 million decrease in the valuation allowance for deferred tax assels
between December 31, 2024 and 2023 relates to changes in the realizability of net operating losses and the disallowed business
interest expense, primarily as a result of additional deferred tax liabilities associated with identified intangibles for which there
i3 no tax basis in due to the business combination during 2024.

As of D oross federal, state, and foreign nel operating loss carrylorwards of
ap?mmmmﬂy 32 0 milli am M?E mmm md M ’?’ million, respectively. P m fmw&i and foreign net operating loss

carryforwards have carrvforward periods that are indefinite, The state net operating loss camryforwards have carrylorward
periods of 5-20 vears and begin to expire in 2026. A company’s ability to utilize a portion of its net operating loss
carryforwards to offset future taxable income may be subject to limitation under Section 382 of the IRC due to changes in the
equity ownership of the company. As of December 31, 2024, the Company had federal R&D tax credit carryforwards of
approximately $0.6 million that can be carried forward 20 years and will begin to expire in 2044,

The Company considers the undistributed earnings of its foreign subsidiaries 1o be permanently reinvested. The Company
believes it is not practicable to estimate the amount of additional taxes which may be payable upon the distribution of these
undistributed earnings. Accordingly, no deferred taxes have been provided for withholding taxes or other taxes on permanently
reinvested earnings.
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The following is a tabular reconciliation of the total amounts of the Company's unrecognized tax benefits (in thousands):

Euﬁﬁﬁgﬁﬁr B S e R

Period from
January 1

Period from
September 6 |

through - through Year ended
December 31, september s, [

2024 2023
Balance, beginning of year $ A45 | § 7,939 3 7,316
(967) -
346 1,563
(566) (872)
307 (68)
7.939

...................................................................................................................................................................

Decreases related to cash settlements —

(Gross increases - tax positions in current period 13

(iross decreases - {3

1X positions in prior periods —

4

Gross decreases in tax positions due to lapse of statute of limitations

Balance, end of year

The $6.5 million of unrecognized tax benefits as of December 31, 2024 if recognized, would alfect the eftective tax rate
and would result in adjustments to other tax accounts, primarily deferred taxes. The Company estimated $0.9 million of
uncertain tax benefits will change in the next 12 months related to transfer pricing due to the expiration of the statute of
linmtations.

The Company recorded interest and penalties of $1.7 million and $2.2 million in long-term payables in the consolidated
balance sheets as of December 31, 2024 and 2023, respectively, related to uncertain tax positions. During the Successor period
ended December 31, 2024, and Predecessor periods ended September 5, 20204 and December 31, 2023, the Company recorded
net interest (benefityexpense of ($1,000), $524,000 and $288,000, respectively, which is included in Income tax benefit
(provision) on the consolidated statements of operations,

The Company is subject to taxation in the United States, various state and foreign jurisdictions. In 2022, there was an audit
settlement of $2.5 million with Germany covering years 2014-2017. The Company has filed a Mutual Agreement Procedure
("MAP") with the U.S, and Germany for this German tax setllement, which is still being evaluated by the respective tax
authorities. The tax vears 2018-2021 were settled during June and December of 2024 for approximately $1.0 million and $0.4
million, respectively. As a result of the settlements of the 2018-2021 German tax audits, the Company decided to no longer
pursue the MAP process for tax years 2018-2021. With few exceptions, the Company 18 no longer subject to examinations by
tax authorities for years prior to year 2014.

The Organization for Economic Co-operation and Development (OECD) has a framework to implement a global minimum
corporate tax of 15% for companies with global revenues and profits above certain thresholds (referred to as Pillar 2), with
certain aspects of Pillar 2 effective January 1, 2024, and other aspects effective January 1, 2025, While 1t 15 uncertain whether
the U.S. will enact legislation to adopt Pillar 2, certain countries in which the Company operates have adopted the legislation,
and others countries are in the process of introducing legislation to implement Pillar 2. The Company is continuing to evaluate
and monitor but does not expect for Pillar 2 to have a material impact on the effective tax rate or the consolidated financial
statements,

On July 4, 2025, the President signed H.RK. 1, the "One Big Beautiful Bill Act," into law. The legislation includes several
changes to federal tax law that generally allow for more favorable deductibility of certain business expenses beginning in 2025,
including the restoration of immediate expensing of domestic R&D expenditures, reinstatement of 100% bonus depreciation,
and more favorable rules for determining the limitation on business interest expense. The legislation also includes certain
changes to the US taxation of foreign activity, including foreign tax credits, GILTI, FDII, and BEAT. Certain provisions will
be effective for 2025, while others will be effective for tax years beginning after December 31, 2025. The Company is
currently evaluating the impact on the consolidated financial statements and these changes were not reflected in the income tax
provision, as enactment occurred afler the balance sheet date.
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Note 10: Stock-Based Compensation
Successor Management [ncentive Plan

During the Successor period from September 6, 2024 through December 31, 2024, The Parent Company established a
Management Incentive Plan ("MIP") to enhance the ability to atiract, retain, and motivate key participants who make important
contributions to the business. There were 100,000 units authorized under the MIP which vest over a period of 4 to 5 vears and
are payable in the event of a liguidity event of the Company.

The MIP units are liability classified awards as they are to be settled 1n cash. The Company accounts for these unit-based
compensation awards in accordance with ASC 718, Compensation - Stock Compensation, however no liability or expense will
be recognized until such time a liquidity event becomes probable to occur. During the Successor period from September 6,
2024 through December 31, 2024, there were 82,000 units issued. No participants shall have any rights as a stockholder or

owner of the Company.

Predecessor Equity Compensation Plan

Prior to the Acquisition, the Parent Company had established an equity compensation plan (the "Plan") to promote the
growth and success of the business by aligning the long-term interests of employees with those of shareholders. There were
21,500 shares authorized for issuance under the Plan in the form of stock, stock units, stock options, stock appreciation rights,
or cash awards. As of December 31, 2023, the Parent Company had 9,051 shares of common stock available for future issuance
under its Plan.

The Parent Company granted stock options to certain management employees. Half of the options vested over time, while
the other half vested upon a change of control event if certain price thresholds were met. The options' fair value was calculated
using the Black-Scholes model. All outstanding stock options had vested by December 31, 2022. The Company did not grant
any stock options, declare or pay any cash dividends for the period ended September 5, 2024 or the year ended December 31,

2023. As aresult of the change in control event on September 6, 2024, the stock option plan was extinguished.

The Company did not have any stock options outstanding for the Successor period from Seplember 6, 2024 through
December 31, 2024, The following table summarizes stock options outstanding for the year ended December 31, 2023:

Weighted- Weighted-

Average Average
Number of Exercise Remaining
Options Price

Outstanding at December ’31; 2023 | N | - 8993 % 353 -

Note 11: Reftirement Plans

The Company has defined contribution 401{k) plans covering substantially all employees in the United States. The plans
allow emplovees to defer a portion of their employment income. Participants age 50 or older may elect to defer additional
amounts to the plans as allowed under the IRC. Each employee who elects to participate 1s eligible to receive Company
matching contributions that are based on employvee contributions to the plans, subject to certain limitations. Company
contributions and expenses under the 401(k) plans were $0.5 million, $1.1 million and 51.6 million for the Successor period
from September 6, 2024 (o December 31, 2024 and Predecessor period from January 1, 2024 o Seplember 35, 2024 and year
ended December 31, 2023, respectively.
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Fair Value of Financial Instrumenis

The carrying value of the Company's current assets and liabilities approximates fair value due to the short-term maturity of
these assets and liabilities. Financial assets and liabilities measured on a nonrecurring basis that are included in 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.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date (exit price). The Company discloses and classifies fair value measurements i 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 inpuis which are observable, either directly or indirectly, {or
substantially the full term of the asset or Liability;

Level 3: Prices or valuation techniques that require inputs that are both significant to the fair value measuwrement and
unobservable (i.e., supported by little or no market activity).

There are no remaining earn-out contingencies as of December 31, 2024. The following tables present information about the

Company's assels and liabilities measured at fair value on a recurring basis as of December 31, 2023 (in thousands):

Predecessor

Balance at
December
Level 1 Level 2 Level 3 31, 2023

Eam-out mﬁtaﬁggﬂt consideration (Note 2) - e $ o« o § 5639 § 5639

The earn-out contingent consideration was incurred from the acquisition in 2021 as described m "Note 2: Business
Combinations." The Company generally determined the fair value of the earn-outl contingent consideration at December 31,
2023 by using discounted cash flow models for the earn-out payments, weighted by the estimated probability of earn-out
payments being earned and paid. The models relied upon certain unobservable mputs, including manag

range of future EBITDA achieved, the probabilities of achieving them, and the annual discount rates applied to the payments.

The following table presents a reconciliation for the Company's earn-out contingent consideration recorded at fair value on
a recurring basis, using significant unobservable inputs (Level 3) (in thousands):

Period from § Period from
September 6 §  January 1

through through Year ended
December 31, § September5, December 31,

Beginning balance | " S — s 5639 8 7679

(Gains)/losses in other comprehensive income related to estimated _ o
liabilities _ — (124) 129

Settlements w = v- -1 (5,048) (5,757)

Adjustmenis to estimated liabilities (1 .
Ending balance : $ = "




There were no significant transfers between any levels during the years ended December 31, 2024 and 2023.
Mote 13: Leases

The Company has lease arrangements for certain office, warehouse and manufacturing facilities and eq
the world. These leases typically have original terms not exceeding 12 years and generally contain multi-year renewal options,
some of which are reasonably certain of exercise. The lease periods expire between 2025 and 2034.

Payments under the Company’s lease arrangements may be fixed or variable over the terms of the leases. Total rental
xpenses for facilities and equipment, including variable and shori-term costs, were $3.5 million, §7.1 million and $9.3 million
for the Successor period from September 6, 2024 to December 31, 2024 and Predecessor period from January 1, 2024 to
September 5, 2024 and vear ended D ber 31, 2023, respectively.

Operating lease cost is recognized on a straight-line basis over the lease term. Components of [ease expense were as
follows (in thousands):

Period from
September 6 _
through through
December 31, September

Period from
January 1
Year ended
December 31,
2023
- 5,496
3,853

Variable and short-term lease cost

Total lease cost

2024 were as follows thousands):

Year Amounts

2025 ’ o 8 6858
2026 6,315
2027 | R * L 5486
2028 4,869
2029 - B o 4,489
Therealter | 8,348

Total Future lease payments Lot 3 | 36,365
Less: imputed interest | | (5,659}

Present value of lease liabilities | | ' - % 30,706

As of December 31, 2024, the Company does not have any material financing leases.

Note 14: Commitments and Contingencies
Pledged Assets

The Company has pledged a portion of its cash as collateral tor certain of 118 revenue arrangements and property-lease
banking arrangements. The following table provides a reconciliation of the amount of cash and restricted cash reported within
the consolidated balance sheets to the total of the same such amounts shown in the consolidated statements of cash flows (in
thousands):
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Predecessor

SUCTES50T

Cash o § 21,608
Restricted cash included in prepaid expenses and other current assets 1,429

Restricted cash included in other long-term assets - 2361

‘Total cash and restricted cash shown in the consolidated statements i:af -
cash flows _ 25398

| $ 20,628
1,063 1,168

090300412
=
&

2025

See "Note 7: Financing Arrangements" for information regarding the Company's assets pledged
debt.

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 liability insurance.

Management periodically evaluates the merit of all claims, including product liability claims, as well
unasseried claims. Recoveries, if any, may be realized {from indemnitors, codefendants, insurers or insurance g
Management believes its insurance coverage is adequate to satisfy any labilities that are incurred.

Legal Proceedings

The Company is, from time to time, party to various legal proceedings arising out of s business. The amount of alleged
liability, if any, from these proceedings cannot be determined with certainty; however, the Company's management believes
that the Company's ultimate liability, if any, arising from pending legal proceedings, as well as from asserted legal claims and
known potential legal claims which are probable of assertion, taking into account established accruals for estimated liabilities,
should not be material to its business, financial condition or results of operations.

Personal Injury Actions

Product and general liability claims arise against the Company from time to time in the ordinary course of business. These
claims are generally covered by appropriate insurance. Recoveries, if any, may be realized from indemnitors, codelendants,
insurers or insurance puaranty funds. There is inherent uncertainty as to the eventual resolution of unsetiled claims.
Management, however, believes that any losses will not have a material adverse effect on the Company’s consolidated financial
condition, results of operations or cash {lows.
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Note 15: Related-Party Transactions

As a result of a 2019 transaction in which American Industrial Partners {AIP), a stockholder in the Parent Company,
brought on a minority investor in SHAPE, a §9.8 million due from Parent was set up as a long-term recetvable on SHAPE's
balance sheet. It was determined that the amount will not be repaid and as such, SHAPE wrote off the $9.8 million balance to
general and administrative expense on the statement of operations for the year ended December 31, 2023. During the
Predecessor period January 1, 2024 through September 5, 2024 and the year ended 2023, the Company also reimbursed
expenses incurred by AIP. During the Successor period September 6, 2024 through December 31, 2024, the Company paid
management fees and expense reimbursements to Charlesbank for activities related to providing customary management
services for the benefit of the Company.

On May 31, 2022, the Company entered into a 10 year lease with the prior owner of an acquired entity, which resulted in
$255,000 in lease costs for the year ended December 31, 2023. During 2024, the building was sold to an unrelated third party.

3

Ascent Aerospace, Optimas and Vertex, AIP owned portfolio companies, purchase products from the Company which are
recorded as sales during the Predecessor period January 1, 2024 through September 5, 2024, During the Successor period of
September 6, 2024 through December 31, 2024 there were no identified transactions with Charlesbank owned portiolio
companies.

The balances between SHAPE and all related parties, are classified as current receivables, payables and ROU assets and
liabilities on the consolidated balance sheets and are settled under customary terms. The Company included the following
amounts for transactions with related parties in the consolidated statements of operations (in thousands):

Successor | Predecessor

Period from Period from
September 6 §  Januaryl
through | through Year ended
- September 5, December 31,

Sales R o, $ — s 1293
Management fees and other expense reimbursements 500 § I3

The Company did not have any balances with related parties for the year ended December 31, 2024,

summarizes the Company's balances with related parties as of December 31, 2023 (in thousands):

The following table

Predecessor

Year ended
: December 31,

Receivables S - = s a8
Right-of-use asset _ - | : 2,613
Operating lease liability : ; | o = - 2,590



MNote 16: Restructuring Charges

As part of its integration and optimization efforts, the Company reviews its global footprint and worldwide stafting to
ensure that it is best positioned to service its customers. For the Successor period from Seplember 6, 2024 through
December 31, 2024, the Predecessor period from January 1, 2024 through September 5, 2024 and the year ended December 31,
2023, the Company incurred costs related to activities intended to improve its operational efficiencies. These costs primarily

included personnel termination costs and the net effect of optimizing its European entity and facility structure.

The Company's restructuring charges in conjunction with restructuring its operations consisted of the lollowing (in
thousands):

Successor | Predecessor

“Septem
through
December 31,

Restructuring charges | | | $§ - 731

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

Employee Facility
termination caonsolidation
benefits costs Total

Predecessor: | , - s f x
Balance at December 31, 2023 5 236§ B 236 |
Provision for restructuring events - | 785 | 1,069 1,854

Payments and adjustments (686) (1,069) (1,755)

SUccessor: - - | | 1 { | ..
Balance at September 6, 2024 . $ 335 8 —  § 335

Provision for restructuring events ' S , 636 95 L 7310
Payments and adjustments (819) {95) (914)

Balance at December 31, 2024 I R 152 § _____— 3 | 152

Note 17: Subsequent Events

The Company performed an evaluation of subsequent events through August 28, 2023, the date the hinancial 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, 2024,




