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ReportofIndependent Auditors,

“To the Management and the BoardofDirectors ofAvent Technologies, LLC
‘We have auditedtheaccompanying consolidated financial statements of Avent Technologies, LLC and its
subsidiaries, which compris th consolidated balance sheets s ofDecember 31, 2020 and 2019, an th related
consolidated statementsofoperation, member's equity and ash lows. for the years then ended.
Management's Responsiblyfor the Consolidated Financial Statements
Managements responsible fr the preparation and fi presentationoftheconsolidated financial statements in
accordance with accounting principles generally accepted inthe United SaisofAmerica; his includes the design,
implementation, and maintenanceofniemal contolrelevant othe preparation and fi presentationofconsolidated
financial statements that are fee rom material missatemen, whether due to fraud or ero
Auditors’Responsibility
Out responsibility ito express an opinion on the consolidated financial sateenbasedon our audits We.
conductedouraudits in accordance with auditing standards generally accepted inthe ited StatsofAmerica.
“Those standards require that we plan and perform the aut t obain reasonable assuranceaboutwhether the
consolidated financial statements re fee from material misstatement
An audit involvesperformingprocedures 0 obiain audi evidence about the amounis anddisclosures inthe
consolidated financial satement. Te procedures selected depend onourjudgmen, including the assessmentofthe
risksof material misstatement ofthconsolidated fnancislsatements, whetherdu to fraudo ero. In making
hose risk asessments, weconsiderintemalcontrol evant (0th Company's reparation nd fipresentationof
the consolidated financial statements in order to design audit procedures tatar appropriate in the circumstances,
ut no for he purpose ofexpressing an pinion an th efecivenessofthe Company's tera] control.
Accordingly, we express no such opinion. An audit ls includes evaluating th appropriaenesofaccounting
policies used and the reasonablencss ofsignificantaccouning estimates made by management, as well as evaluating
he overal presentation ofthe consolidated financial statement. We believe that the audit evidence we have
obtained s sufficient and pproprise to provide abasis for uraudit opinion.
Opinion
nour opinion, the consolidated financial statements refered to bove present fairly, nal material respects, the
financial positonofAvent Technologies, LLC and ts subsidiaries 1s ofDecember31, 2020 and 2015, and the

resulsof their operations and thelr cas flows forthe years then ended in accordance with accouning principles
generally accepted inthe United StatsofAmerica.

Pitirthaaloopars ue

March 26, 2021
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Aventiv Technologies, LLC
Consolidated Balance Sheets
‘December 31,2020 and 2019
(dollars in thousands)

ASSETS 2020 2019

Current asset:
‘Cashand cash equivalents slg ssa
Restrictedcash, 16368 16
Investments S04 -
Accountsandother receivables, net 3824 34428

Inventory. 2097 9,837
Prepaidexpensesandothercurren assets 24570 20778

Total current asets 98226 3539

Operating less right-of use assets, net 34057 43,079
Property andequipment,net 209315 205733

Intangiblesandotherassets, net 723284 753,626
Goodwill net 1018119 LOIS

Total assets S$ 2083001 S_ 2105096

LIABILITIES AND MEMBER'S EQUITY.

Current liabilities:
Accounts payable sons os iow
‘Accrued lisbiliies 914 61980
Operatinglee lables 6494 7053
Deferred revenueandcustomer advances. 42807 34918
Curentpotionoflong-termdebt 10880 10880

Total current lsbilities T6412 134679
Deferred incometaxes 111343 109,145
Longterm debt 1356046 1389923
Operating esse liabilities, long-term 30224 36452
Other long-term lisbiliies 20635 11255

Tota bilities T683.660 TeBLast

‘Commitmentsandcontingencies (see Note 7)
Members equity
Members capital 437467 445501
Retained deficit 38,126 21.859

“Total member's equity 399341 23602
“Total lisbiliiesandmember's equity S_2083001  S_ 210509

‘The accompanying notes are an integral part ofthese consolidated financial statements.
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Aventiy Technologies, LLC
Consolidated StatementsofOperations
‘Years Ended December 31, 2020 and 2019
(dollars in thousands)

2020 2019
Revenue:
‘Communication,mediaandotherservices Ss seme os sieass
Payment services 15710 150996
Electronic monitoring services 34049 30695

Total revenue. T64T 9a

Operating costs and expenses:
‘Costofservice (exhsiveof deprecation and amortization

shownseparately below) 358015 am
Seling, general, and administrative expenses 200148 24157
Depreciation,amortization,and paiment expense 8912 109094
Transaction expenses. - 39m

“Total operating costsandexpenses S10 E8654

Operating income. on 39253

Interest andother expenses, net 20021 um
Loss before Income axes Tae L915)

Income txbenefit a3) 18506)

Netloss sass (sa

“The accompanying notes are an integral part ofthese consolidated financial statements.
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Aventiv Technologies, LLC
Consolidated Statementsof Member's Equity
Years Ended December 31, 2020 and 2019
(dollars in thousands)

Retsiacd To
Menber's  Baaingy  Meabers
Cow @etiely Ei

Balance, December31, 2018 sows sums sae
umbive afcofsccounting change : as ase)

Dividendpaid : zm zmNetloss . ay sa
Buln,Decenber 31,2009 Twos eum mea

Cush disbation to parent am - am
Toxicofpurchaseofoutstanding debtbysnd undercoroncontol ma - m0
Netlors 6267 6267

Bubnce,December31,200 E37 YEW]

The accompanying nots are an integral parofthese consolidated financial statements.
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Aventiy Technologies, LLC
Consolidated StatementsofCash Flows
Years Ended December 31, 2020 and 2019
(dollars inthousands) _

20m 2019
Col Towsfom operating stviis:

Netloss s asa 5 Ga)Adjustments (0 reconcile net os one ashprovidedby operating civics:
Depreciation,amorizaion ad impirmentcxperse 15912 109094
Definedincome tres G56 09360)
Amorizsionofdeferred ncncots nd discounts 5003 4000
Changinf le ofderivatives 5 0
Othe operating ctv,net. 586 on
Incressl(dcress)inoperating setssnisles:
‘Accountsand tbe receives, et 039m Lass
Prepaid xpencs dolor cuntsts Gan) 6329)Imeriory 7740 1629
Ober sats ©359) (©6326)Accounts payable ©3369) 518)Accredand aber isbilies sa 2764

Netcashprovidedby pertingctviies T3386 735%
(Cash lows rom vesting cis:
Puchiseofproperyand epipment ws Lom
Addons tocapalied softwar evelopment costs sndpants ss ess
Purchaseofinesiments 504 >

‘Netcashwed in mestngsctvis (7197) (19308)
shflows rom fnncing activites:
Proceeds from revolver 36000 182.000
Repayments of revaher 66000) (4000)Long erm debtborrowings, oe fsane costs . 64271
Payments onlong erm dey aos 07
Proceeds fom iancingobligations . 9214
Repayment of financingobligations ©3169 ©Repaymentof farce less obligations 6280 6176
Cahdistributiontopret @300)
Payment of dividendto parent . am)
Netcahprovidedby (sed in) fncingactivites @7 Ss

Increase decreas)incashandcashequivalents, andrestricted cash 7735 om
Cohan cashequivalens,mdresicted cash

Begiming of rsiod 19456 19513
Exdof period Sma soa
Supplemeialdisclosures of sh flow information
Coshuid or rest s sos 5 nea
Cosi or incometaxpayment Sos ie
Increase ecrss) innoneashprchasesofproperyad pment s ms si
Righofeases abaned in xchange for new nce ls nbilives ~~ _S___16100 $4652
Purchaseof qupmentunder facingobligation Sims oa
Purchaseofsoftvare under func obligation S210 s n

Seeaccompanying oes consoldiedfancialsemen.

“The accompanyingnotesareanintegralpat of hese consolidated financial statements.
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Aventiv Technologies, LLC

Notes to Consolidated Financial Statements

Notel. Business and Summary ofSignificantAccounting Policies
Avent Technologies, LLC (Aventiv), together with is subsidiaries (collectively, the Company), is based in Dallas,
‘Texas and is a leading providerofcivil and criminal justice technology solution that improve public safey and.
‘modernize th incarceration experiencefor approximately 3,500 correctional acltes and over 1,200,000
incarcerated people across North America. As ane ofthe largest communication and media providers for the United
States" incarcerated population, he Company's productand service combinations deliver unique, ul criminal

lifecyclesolutions from pre-incarceraion incident management through post-ncarceraton monitoring.
On October 10,2019, Avent announced the change ofits ame from Securus Technologies Holdings, LLC to
Aveniv Technologies, LLC as pat ofis rebranding iniaives to reflec the Company's continuing transformation
froma traditional corrections telecommunicationsserviceprovider 0 diversified technology company providing
innovative solutions o customers across multiple sectors.
Principlesof consolidation and basisofpreseatation: The accompanying consolidated financial satemenis have
been prepared in accordance with US. generally acceptedaccountingprinciples (GAAF) and includ the accounts
of Avent and its wholly owned subsidiaries. All intercompanyaccounts and transactions have been liminated in
consolidation.
10.2020, the Company changed is presentationofrevenueon the Consolidated StatementsofOperations to combine.
ts Toma telecommunication and investigative productsand Mediaandcommunication services revenue nto one
category, Communicationsand media services, to more accurately reflect the way in which the Company provides
its service to th incarcerated population. The 2019 financial information was reclassified o reflect tis new.
forma. Therewas no impact to Total revenue or Net oss on the Consolidated SiatementsofOperations.
‘Accounting estimates: The preparationoffinancial statements in conformity with GAAPrequires management to
makeestimates and assumptions tht affct the reported amountsofassets and labiliiesanddisclosures of
contingent assets and liabilities at th dat ofthe financial statements and the reported amountofrevenue and
expenses during thereportingperiod. Significant tems subject 0 Such estimates include the valuation allowances
for receivables, th recoverabilityof propertyandequipment, goodwill, intangible andotherassets, th carrying.
amount and estimated useful livesof contract cost, the carrying amount ofoperating leas rght-o-use assets and
operating lease lsbiliis, and defered income axes.
‘Management evaluates is estimates and assumptions on an ongoing basis using historical experienceandother
factors, including the current economic environment. Management believesthisapproach o be reasonable under
th circumstances. Management adjusts suchestimates and assumplions whenfacts and circumstances dicate. AS
futureeventsandtheieffectscannot be determined with precision, actual results could differ significantly fom
these estimates. Changes in estimates will be accounted for prospectively.
‘Cash and cash equivalents and restricted cash:Cashequivalents consist ofhighly liquid investmes, such as
certificateofdeposits, mony market funds ndshortterm treasury instruments, with original maturitiesof90 days
orlss. Restricted cash accounis hold amounts designated or regulatory requirements randated as pat ofthe
‘Company's paymentservicesoperationsor fo th benefitof certain customers inth event the Company does not
perform under the provisions ofthe respective underlyingcontacts with thse customers.
Investments: The Company'sinvestmentsconsist ofoneyearand two year certificates of deposits (CD's), which
will be eld to maturity. These CD's are recorded at cost,forwhich the Company ears simple interst income,
‘which recorded in Interest and other expenses, ne, in the Consolidated StatementofOperations
‘Accounts receivable: The Company extends credit to customers andotherparis in the normal courseofbusines.
Trade accouns receivable ae recorded at th invoice amountand do nober interest. The Company's rade
receivables are analyzed for collectablity basedo th ageofindividual accounts, economic events orother factors
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Aventiv Technologies, LLC

Notes to Consolidated Financial Statements

andan allowancefor doubiful accounts i recorded when necessary. The allowance for doubtful accounts i the
‘Company's best estimateofthe amount ofprobable credit losses.
Fair valueof financial instruments: The Company's financial instruments consistofcash and cash equivalents,
restricted cash, investments, accounts receivable, interest rate caps, accounts payable, and long-term debt (inching
thecurrentportion) as ofDecember31, 2020 andDecember 31, 2019. The Company is not required o disclose the
fie value offinancial instruments carried at amortized cost, including long-term debt.
‘Concentrationsofcredit risk: Financial instruments, which potentially expose the Company to concentrations of
credit is, consist primarilyofcash and cash equivalents and accounts receivable. At December 31, 2020 and 2019,
‘onecredit card processor comprised approximately 18.6% and 16.3%oftotal trade accounts receivable,
respecively. The Company does no require collteal oaccounisreceivable balances and provides allowances for
potential credit losses. The Company's revenuesareconcenlrated i the United States inthe correctionsindustry.

A significant portionofthe Company'sinventoryand electronic components used in our property and equipment are
‘manufactured inChina and othr overseas countries wheremanufacturing plans have been and are continuingto
operate under various restrictions and delays caused by the COVID-19 Coronavirus. However, Management does
not believe that the delays in he shipments of such components will materially pact the Company's business
operations.
Inventory: The Company's inventory consists ofmedia ablts. Inventory s stated at the ower ofaverage ostor
net realizable value. Inventory isfully comprisedoffinished goods.
Property and equipment: All purchasesofproperty and equipmentare stateda cost and includecosts necessary

placesuch property and equipment inservice. Property and equipment acquired through business combinations are
recordedat fi value asofthei acquisition date. Major renewals and improvements that extend anasset'suseful
life are capitalized, while repairs and maintenanceare charged t operations a incurred. Construction in progress
represents the cost ofmaterial purchases andconstructioncost or telecommnicaionshardwaresystems and
electronic tracking device i various sagesofcompletion.
Depreciation is computed on straight-line basisusingestimated useful lives of 20 8 yearsfotelecommunications
equipment, videoconnection equipment, lecroni tracking devices, and office fumiture and equipment. Media
Kioskssredepreciated on a straightline basis usinga estimated useful Ife of $107 years, and media tablets are.
depreciated on a sraightline basisusing an estimated useful Ifof 18 months. Leasehold improvements are
depreciated over the leserofthei useful lfo lease term, and equipment acquired through finance lease
arrangementsre depreciate cithr overth lease erm o overth asset's useful Ife in the event th lease includes a
bargainpurchase opion that likely to be exercised atthe end ofthe lease.
Business combinations: Business acquisitions are counted for under the acquisition method ofaccounting.
Allocating the purchase price 0 the assets acquired and liabilities assumed requires the Companyto estimate the fair
valueofvarious assets and iabilties as wel as contingent consideration which requires dtermising the appropriate
valuation model and estimated fai values. The Company primarily establishes fir valueusingth income spprosch
‘which requires theuseofmany assumptions and estimate including future revenues and expenses, as well 5.
discount factors and income tax ates.
‘Goodwill, intangibles, and other assets: Goodvil represents the excessofhe purchase price overth fair value of
identifiable net asset scquired in business combinations accountedfo a acquisitions. There were no changes (0
goodwill during the years ended December 31, 2020and 2019.
Intangibleand other assets includes indefinite-ived tradenames, patents and trademarks, capitalized software
development cost, acquired technology right, acquired contrac ights, costs 0 obtain and to fulfill customer
contracts, an equity investment, and depositsandothr lon:term assets.
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Aventiv Technologies, LLC

Notes to Consolidated Financial Statements

‘The Company's capitalized software development costconissofcapitalized labor and othe costsassociatedwith
software developedfo intemal use. Software is considered or intemal useifacquired, intemal developed,or
‘modified soley to meetth ents intemal necds andifduring the software's development or modification, no plan
exists to market the software externally. Costs incurred duringthepplication development stage are capitalized,
‘which includes costs to design th software configuration and itefaces, coding, installation, and testing.
‘Capitalizationofcost begins when the preliminary project stage is completed and management with the relevant
‘authority authorizes and commit to funding acomputesoftwareproject andbelieves tht iti probable that the
project will be completed and the software will be sed to perform th function intended. Capitalization ceases
‘when the projec is complete a ts no longer probable that the project wil be completed. Costs elated 0 training
and maintenance ar expensed as incurred. The Company capitalizeinterestcosts associated with capitalized
software development cost based on the effective interest rae on aggregate borowings.
‘TheCompanycapitalizes costs incurred to bia and costs incurred to fulfill customercontract. Capitalized cost:
10 obtain are comprisedof ales commissions related t0 new contracts and up-front payments required by facity
customersa partofawardinga contact, whicha refered in the industry 35 signing bonuses. Capialized costs
to fulfill ae comprisedofpersonnel andcontractorcoss incurred fo the supof new customers subsequent 0 the

sigaingofthe contract
‘TheCompanydefers implementation cost incurred in cloudcomputing arangements that qualify as hosed.
arrangements. These typesofarangements re comprised ofcontracts with third party providersof lin solutions
used for sales functions. The longterm and short-term portionsofthese coss are included within Intangibles and
other aset, net and within Prepaid expenses and other current asets on the Consolidated Balance Sheet,
respectively,and are amortized as Selling, general, and administrativeexpenseson the Consolidated Statementof
Operations over each hosting amangement’ erm.
Intangible and other assets are amrized based on the useful ifofeach asset. Amortizationof acquired technology
iscomputed over useful asset lives which range from 610 17 years and in accordance with the pattemofthe
projected economic benefitofthe asel. Amortizationof acquired contracts, including customer relationships,
license agreements and non-compete agreements, is computed overuseful asst lives which range from3 to 20 years
andi accordance with th pater in which the economic benefit is projected 0becamed each year ove thelifeof
the contrac. Amortization ofcapitalizedsoftwaredevelopment costs is computed on straight-line basis over3105
years. AsofDecember 31, 2020 and December 31, 2019, the weighted average amortization periodforall
intangible assets subject to amortization was approximately 15.5 and 15.9years, respectively.
Impairment of Property and Equipment and intangibles subject to amortization: Long-lived assets are grouped
‘withotherassets at the lowest levelofidentifiable cash flow streams and are reviewedfor impairmenta a group.

wheneverevent or changes in circumstances indicate tha the carying amountofan asset may no be recoverable.
Recoverabilty ofsssts to be held and ued is measured by a comparisonofthe carrying value ofthe assets0 the

estimatedundiscountedfuturecash flowsexpected10begeneratedbytheassets. Ifthecarryingvalueofheassets
exceed their estimated futur cash flows, an impairment charge is recognized fortheamount by which the caying
Valueofthe asset exceedth fir valueofthe assets. See Note 2 for further detail on impairments ofthe
‘Company's intangible assets.
Impairmentof Goodwill and indefinte-ived intangibles: The Company performs an annual qualitative
assessmentofgoodwill and indefinit-lved intangiblea ofOctober| ofeach year, or whenever vents or
circumstances indicateth fir value ofthe reporting unit i les tha the carrying amount, 0 determine whether
‘quantiatve impairment esting is necessary. The Company performs ts annual goodwill and ndefinte-lived
intangibles impairment tes by comparing the aivalueof a reporting unit 1 ts carying amount and recognizes an

impairmentchargeforthesmount by which the carrying amount exceeds he reporting unit's fi value,ifnecessary.
‘The Company determined no goodwill impairment existed during the years ended December 31, 2020 and 2019.
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Aventiy Technologies, LLC
Notes to Consolidated Financial Statements

Leases: Effective January 1,2019, the Company adopted Accounting Standards Update (ASU) 2016.02 (ASC 842),Leases, and all lated amendments using the mdifed revospective method. The Company recognized ightofuse
assetsforbothoperating and finance less, nd operating ease ilies that represen the rest vale ofis
obligation fo make paymentsoverth ess erm. The present valueofthe operating ess payments wascalculated
using he Company's incremental borrowing at, which was based onth ae ofinterest required 10 borrow an
amount equal 1 the eas paymentson  clteralized basis over ilarem. The present vlue of he cing
leas payments was calculated using the rte implicit in cach financing ease agreement
“TheCompany elected to adopt the packageofpractical expedient that alowed i 0cary forward the historical
detrminaion ofconats a eases and las classification, and 0 no reassess nial ie costs for historical esse
armangements The Company also adopted the indsght application orevaluating th ivesofis ease
arangements, elected to combine eae and non-esse components, and did no apply the recognition requirement of
'ASC342 10 shortem eases. Th finance lease casiicationunder ASC 842 includes eases previously casified
as capil lass oderASC 840.
“The adapion ofASC 842 sued nthe recogiton of operating ese labiliisof$46.4 millon and opersing
righ-o-us assets of $46.2 million, with exsing prepaid nd deredrent accruals recorded as an offset the
ightof use ass. Further, based on he Company’ lection of tshindsight pracialexpdict, the Company
reassessed the contractual ers for al eases, which resulted in thereduction ofthe Company's asses financed
{hrough capital easesunder ASC $40 by 52.1 millon, nd cumulative impacto retained camingsof S16 million,
net ofa The standard id not mately impact he Company's Consolidated StatementofOperationso he.
‘Consolidated Siatementof Cash Flows. See Noe or adiinal del on the Company's eases.
Derivatives:TheCompany uses deivtives instruments primarily to manage interest rat ik exposure and 10 add
stability 10 interest expense, with the primary objective being {0 iniize ners rate risks associated with the
‘Company's isncing activi. These agreements involve th eciptof variable at amounts fom counterparty
intrest aes is above th tke rteofhe conract in exchange for an upfront premium. Upen the ffcive
dates ofeach ofthe Company's derivative insrments, management has deermined that ll instruments would be a.
nondesignated hedge. Therefore, none would be monitored fo effectiveness, Derivative financial instrumentsare
ecorded nthe Consolidated Balance Sheetsi nngile and other ass, net nd re measured is vale
Changes inmarketvalue fe derivative financial instruments re recorded in tees and thr xpenses, nt a
he Consolidated StatementofOperations.
During theyears endedDecember31, 2020and 201 th Company wasparty otwoines rte capagrecmens:
one with Goldman Sachs (GS) ndantherwith Deutche Bark (DE), each with notional amountof$350.0
millon and ap rte of 3.5%. Th Company pad premium of $1.36 million and $1.38 millon, respectively,
enter ntothe GS and DB agreement, and the if valueofthe GS and DB agreements wer ach and in aggregate261 nd $8 thousandatDecember 31, 2020 nd 2019, spectively. Both cap agiecments terminate 0 September
30,2001.
Revenue Recognition: The Company ear evenue primarily fom incarcerated individuals and aber consumers
‘Who ize the Company's services 1 oulined under muli-yea contacts wilh goverment sgencics for
communication and media servis, payment services,andsesvonic monitoring services. Revenue s recognized
upon transferofcontol fthe promised products or sevice cqual tnoun ht reflects he consideration te

Companyexpect orceiv in exchange for those productsorSevics.
Natureofgoodsand services
Specifically, revenues relate to communication services, such a voice call, emessages, and video connections, are
ecogaized at he pot in time the service ar delivered. Reveoues related t convenience fs ae recorded 5
incurred. Revenues rlted 10 automated interactive voice esponse systems, investigative call analysis, andlivecal
monitoring re rcogaized during th period in which he svc sud based on call volume. Advance payments
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Aventiy Technologies, LLC
Notes to Consolidated Financial Statements
esived o fundcustomer accounts ar defer ut the srvices are delivered. Regulatory fees and tes bile toCustomers ar recodedon et bs.
Revenues ead to medis servis uch a tblt nddowniosdsof musi, movies, and games are recognizedupon deliveryof the goodsnd services othe ncaeaated person. Defred rvenae i recorded or payments
Teceved in advance for he ses ofhess servis.
Communications snd medi breakage revenue i recorded upon he expiration of customs accounts, which fs
generlly six monthsafr ast usage, or upon thepasageof me where fue redemptionswll,which is
usd on n analysis ofthe Company's historical redemption reds and  aproximailyix mths from the
original ansaction dt.
Revenues sadt payment services ac comprisedoffss chargedforth ciation ofonlin payments, which
ae recognizedwhe tepayment sreprocess. Thesmangemnts underwhic heeservis are rendered re
‘generated by multi-year contracts entered into betweenthe Company and the facilities orgovernmentagencies.

Revenues ested to lcroric monitoring sevics as comprised ofasubscription asd model. A a, daily fe
chrged bythe Company ts customers n sorta with he numberofcleconi moniarin devices used by{hecustomer, and therevenue recognized on daily basis 8 he services ae performed.
Performance obligations
The Company idatifis performance abigations in contract basedonthe types ofsrvics tat will be transfered
{01h custome that ar denifble fromoepromise he contract, o dict. 1 not considered distin, hi
promised sevice re combined telnet snd aceouled or 5 combedperformance ablation, Determining hesinc performance abigatons na contratrequires judgment. Th Company alocats he raion ric f
Contract ach distincperformanceobligation based on atvstandalone elln price basi. Determiningsuch
Standalone selling pricerequires fugment and ars based on mule factors including historicalseling prices and
inca pricing policies. The. majority of Company's revenuesae prepaid when cash is deposited ioscustomer'spr-cabihedsccount, st whichpoint revenue defer by heCompany and ten recognized vpon
deliveryof he servic
401(k) plan: TheCompany sponsors a 401(k) savings planforthe benefitofeligible full-time employees. The plan
is qualified beat plan in scordance withthe Eloyes Reement cose SecurityActof 1974. Employes
participating nth pln cn general contribute pornofsmal camings nt fo cxcsed $19,500, o 2600 orEmployes 50yearsofage a older: Th 401() la provides for the Company to make discretionary matching
Conioutons of30%ofan iible employees cotton forup 6 ofhei salary. Matching contributionsnd planexpenseswere $2.0 ilload $2.4milion duringth years endedDecember 31, 2020sdDecember 31,
2019, respectively.

Transaction expenses: The Company recorded pproimtely $39 millionofrnsacton expenses durin te yearended December 31, 2019, lof which wer cose neue ordue ilgcnc services for he pocaial acuisiion of
Inmate Calling Solon, LLC, for which the purchase agreementas eminaied in 2019. Thre were no
rsaconexpensesinedurin theyercadedDecember 31 2020.
Income taxes: Th Company scords dereda assets ad sitiansmountua to th cxpectd ture tax
consequence of transactions and events. Defeed tx ses an iilar determined based on he frre axComeuesces atrimdabl 10h dfiencs betwee the nilSemen ayingamounts of existing sts and
Ties and ther especiv ux bases and operating os and x cect amyfrwards. Deferred a sts ndiil se mesure wing cnacted income fx. res expected 0 apply to arab ome he years in wich
hos ifrences ars expected ob recoveredor ened. Theeffecton deferred tx sts and bile ofa change
in income artes recognized i he eslofaperations i th period that includes hesnacmen da.
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Aventiv Technologies, LLC

Notes to Consolidated Financial Statements

A valuation allowance is provided when i is more likely than not that some potionofthe enti net deferred tax.
asst will not be realized. The Company calculated the deferred tax lability, deferred tax ase, nd th related
valuationof net deferred tax asset, including netoperating105scaryforwards, orth taxable temporary differences
ona jurisdiction byjurisdiction basis. The valuation allowance represents the excess deferred tax assets including.
the net operating loss caryforwards, overth net defered ax ibiliis, excluding defered labiliis that are not
available to offetdefeed tax asets.
‘The Company accounts forthe uncertainty in income (axes on the determinationof whethertaxbenefits claimed or
expected 1beclaimed on tax retum shouldberecordedinthe financial statemeats.Thetaxbenefitfroman
uncertain sx position may be recognized only if ts more likely than not that the tax position will be sustained on
examination bythe taxing authoriis. The determination is based onth technical meritsofthe position and
presumes that each uncertain tax position ill be examinedbythrelevant taxing auhority that has full Knowledge.
ofall relevant information. The Company's policy with respect 0 recogitionofinerest and penalties on uncertain
tax position i o assess th likelihood, for each uncertainta position that any interest and penltcs may be:

assessedby the relevantaxingauthorities and, based on such assessment, record any significant interest and
penalties 15 componentofincome tx expense.
Incentive Compensation Plan: On April 30, 2018, SCRS HoldingCorporation (SCRS) implemented along term

incentivecompensation lan pursuant to which certain employeesofthe Company may be nlite to recive
compensation inthe eventof certain Qualifying Events, as defined in thplas,and pursuant to certain conditions set
forth inthe plan. The Company's compensation committee administers the pln, which is designed 0serveas an
incentive to atract and retain qualified andcompetent employees. Performance units, which are granted to
employees under individual gran agreements, mature overa 4.5 o $yearperiod with any unvested units fully
maturing upon a changeofcontrol of initial public offing. The maximum numberofunits that may be awarded
under the Plan is 300 milion nits. Upontheoccurrenceofa Qualifying Event, participants willbeentitled to
receivea cash payment (or stock i th event ofa TPO) for their share ofthe valueofthe Qualifying Event. The
plan expres and terminates a the earlier ofether a changeofcontrolo on April 30, 2026.
‘Compensation coss are recognizedfor an award based o the ward's fie value remeasured at each reporting date
until the dat ofthe senlement. Change in the airvalue ofa lsbilty tha occurs during the requisite service period
i ecogized as compensation costover hal period.Anydiffrence between the amount for whicha lability award
issetled and tsfairvalue at he setlement dat i an adjustment ofcompensation coss inthe periodofsetlement.
"No Qualifying Events occurred and, therefor,nocompensation costs were recorded under the plan duringth years
endedDecember 31,2020and 2015,
Commitments and contingencies: Liabilities for loss contingencies arising from claims, asessmens, gation,
fines, and penalties and other sources are recorded whe itis probable that a lability has been incurred and the
‘amountofthe assessment and/or remediationcanbe reasonably estimated. Legal fees related to loss contingencies
areexpenseda services are rendered.
Recently issued accounting pronouncements: In August 2018, te FASB issued an update in which it adjusted

theaccounting policyfo costs incurred for implementationofan entity's hosted arangements. These types of
‘amangementsinclude but are ot limited to contracts with third party providers ofonline solutions used for project
‘management, customer installation, and sales functions. The Company elected 1adoptthis updateon January I,
2020 using a prospective approach, under which t ow defers ts implementation cost to repaid expeasesand
othercurrent assets on the Consolidated Balance Sheetand amartizes them as Selling, general, and administrative
expensesonthe Consolidated StatementofOperationsover the hosting arrangements term. The adoption ofthis
‘update did not materially impact the Company's consolidated financial statements,
In November2019, he FASB issuedanupdate (0introducean ‘expected credit loss model or impairment of
financial assets measured at amortized cost in replacementof the ‘probable, incurred los" model for such assets.
“This includes lar catons ortreatments regarding recoveries offinancial asets with credit deterioration, troubled

1
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deb restructurings, an financial ass secured by oles! maintenance provisions, Tis update is ffeive for
pubic ties for fiscal years begining afer December 15, 2019. For al ihe nics, ts fective fo fiscal
Jers begining alrDecember 15, 2020. Earlyadoption i pemiid, and the methodof adoptions a mified
Terospective approach, exceptforGlcrdhan emporary mpimenison deb securities which so receive a
prospective transition pprosch. The adaption ofis updatedid not materially impact the Company's consolidated
nancial satemens.
InDecember 2019, he FAS issued an update to simplify te sccounin for income axes by removing certain
cxcepions and improving the consistency ofthe pplicationof teprinciples oulined in ASC 740, Income Tare.
“Ts update includes the removal of the exception othe incremental approach or iraperiod ta allocation when
heri loss from continuing operations wit incom fom other les, he exception othe reqirent 10
recognize a deferred x isbiltyfor equity method investment ofa foreign subsidiary nd the exception 0
calculating income tes an nein period when year-to-date loss exceeds the anticipated losfo the yar.
Further, this update requires ecogaiion ofa franchise tax hat is parilybasedon income a an income-based ax,
valuation when a icp up i a basisofgoodwill ould be considered par ofthe business combinationratherthan
parte ansation, and reflectionofthe fc ofan conciedchange i ax laws o rts ine anual ffcive

{ax rt compton the inter period hat includes the nacimentdite 5 wel 3s removes the requirement 0
allocateteconsolidated amountofcurtanddeferredta expe(0 egal nity atis not sues x nits
Separate financial statement. This update s efectve for public ents or fiscal years begining afer December
15,2020, Forallaberentie, its cfctve fo scl years beginning ar December 15,2021. Early adoption is
pemied, andal amendments wii ts updatemust be adoped at h same time. The method of sdopion
Allowed varies betwee reospcive spprosch, modified retrospective prose, and prospective approachbasedan
he natureof ach amendment. The Company scvaluatinhe impactofthis updte an is consolidated financial
statementfor the interim and annual fiscal periods beginning in 2021.
In March 2020 he FASB issued an update provide for a limited periodofime alirmativs to using th London

InterbankOffered Rat (LIBOR), dori which ene are allowed 0 us rate ht are aro observable or
ranaction based. This update provides exceptionsfrapplying GAAP to contracts, hedging relationships, and
ober transactions alected by rere rte reformiferin criteria ae met, but ay appli 1 such ransactons
{ha reference LIBOR. The Company will no be cecin 0 adopt his updae, since i hasmultiple ratessvilble
forth calculion of interest an fs debt and other Financial insrmens, and terefor snot relianton LIBOR. As
such, tis update hs no impact 1 th Company's consolidated nancial statements

Note2. Certain BalanceSheet Components
Accounts and other receivables, net consistedofthe Following at December 31 (in thousands):

200 2019
Td sccouns receivable Ss aszes 5 3s004

Currentportionofnotes receivable 130 151
Income tox receivable 358 L453

6253 Ez
Less allowancefordoubtful accounts Qi 2220

Semi 5 seas

2
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Property and equipment, net consistedofthe following at December31 (in thousands):

ame ams
Media osks and bets semis 11546
Telecommunications equipment 64385 S268
Office fumiure and cqipment argiz 34502
Construction in progress 32086 32965
Video connection equipment 30865 28312
Electronictracking devices 2307 15951
Leasehold improvements 14724 1a545

35260 4718
Less accused depeecistionsndamortization 143375) 58.95)

REEET

Depreciation expense or the yeas ended December 31, 2020 nd 2019 was pproximately S622 million nd $44.6
millon, respectively. Proper and equipment seid through finance eas (ce Not ©) equaled $30.8 million
{S15.0 millon, netofccumulated depreciationof$11.8millon) 3s ofDecember 31, 2020 nd $15.8 million (58.2
millon, etof ccumulted depreciation of $7.6 million) 8sofDecember 31,2019.

Goodwill, net consisted ofthe following (in thousands)

Balice, December 31,2018
Goodil s 10047
Accumulated impairment losses 11.628

Toso
Changes to Goodwill -

Balance, December 31,2019
Goodwill $  1029.747
Accumulated imps losses 11.626)

3S Tommi
Changes to Goodwill -

Balance, December 31,2020
Goodwill s Lom
Accumulated impairment losses 11.626)

Sos

“Thee wer no chang to goodwill during he years ended December 31,2020 and 2019.

1
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Intangibles and othr asset, net consisted of th following a December 31 (in thousands):

Gross ‘Weighted
Carrying Accumulated Average
Value Amortimtion Net Life

2020
tangible assets:

Indefnite-lved tradenames s 108130 - os 108130
Patents and trademarks 4797 303) 3494 12
Capitalized software development costs 93.301 (31340) 61.461 6
Acquired technology rights 17372 912) 93,160 94
‘Acquired contract rights 495415 (64189) 431226 200

STASIS (7108) 697471
Other long-term sets:
Cossto obaincustomer contracts $10,195 S$ (3216) § 6979 82

Costs to fulfill customer caniracts 16899 @602) 14297 07
Deposits and other long-term assets 4537 - 4537

31631 GEE) 313
Intangibleand otherassets,net S_ 9061s S (8286) 5 723284

019
tangible assets:

Indefnite-lved tradenames s 108002 Ss 1080:
Patents and trademarks 4211 (308) 3403 27
Capitalized software development costs 64943 (16403) 48,540 5
Acquiredtechnologyrights 1812 ($5629) 117.204 94
‘Acquired contract rights 495415 (9526) 455880 200

W553 (112365) T3I68
Other long-term assets:

Cosstoobincustomercontrsets S$ 7718S (1670) S604 81
Costs to fulfill customer contracts 11207 (1320) 9887 98
‘Deposits and othelong-term assets 3914 2 3914

Equityimestment ‘609 - ‘609
Tas @s90) 0458

Intangibleand otherassets,net $_ 868981 S (115355) 8 753626

‘During th year ended December 31,2020, the Company wrote ofits equityinvestmentupon the
‘conclusion that it nolonger ad value. As aresult, an impairment loss of0.6 million was recorded with
amings and loss from equity investment in Intrest andother expenses, ne in the Consolidated Statement of
‘Operations. Furthermore, duringth yearendedDecember31,2019, as part ofis rebranding initiative, the
‘Companydetermined that one ofis tradenames related t ts payment service lineof usiness would no longer be
used and concluded tha t therefor had no value. Accordingly, the Company recorded an impaimment losof $3.6
‘million in depreciation, amortization, and impairment expense in the Consolidated StatementofOperations.

“
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‘Total caplized css oabanwereaproximately $8.7 milo and 7.3 millon a fDecember 31, 2020 and.
2019, respectively, while total capitalized costs to fulfill were approximately $16.2 million and $11.0 million as of
Decembir 31,2020 nd 219, epatvly. Thelong tem and shorter potionsofhse cot ae ineuded
iin Toangitieand othr set, net nd Wilkin Ppad penis snd opr cunt sss on he Conaliaed
Balin Ses respesivly: Thecontatcst remoove ho conractot poids o hic heypra

including expected renewals. The costs comprised ofsales commissions and customer setup are amortized intoSein, ens and sdminisative expense the Consolidated Stentof persons, whih costs rcltd to
he Company Sgsng bomees we mporied fi Cost of rie: Thwelghd avragsaeration ered ot
{he Company'sei oOwas aprox 3.3 and 8.1 years 5ofDecmber 1, 3030 ad 2019, epetvly
‘whiletheweighted average amortization period for the Companys costs to fulfill was approximately 9.7 and 9.8
‘yearsas ofDecember31, 2020and 2019,respectively.

Amorizaionofntangl sets or he years ended December 31, 2020 ad 019 was sprasitly S647 illon20368 lio. rspecivel Emad amorisalon pene ied fo Angie Seb for cach ofhe nt Tv
Sears through Decamue 1,202 ad thera s mmaasd follows (hounds
2021 s ese
202 sss
2023 Sram
2024 sont
202s ame

Treat sus10
Isa

Accredaie considofte flowing December 31 i husend
m0 os

Acreexpenses s aes mon
Serr vomperstion 14216 5255
mousdoe to sometonl ilies 16317 114
Accrued taxes 5413 3792

Shreterm portion of firing bligions, inchingss 10535 40s
Aesmedincest ther 4362 be

Sines ew

ws
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Note3. Debt
Debt consisted ofthe followinga December 31 (in thousands):

2020 2019
Revolvingredit facilityduc November 2022 S600 S 88000
Secured first lien term loan doe November 2024 1055395 1066275
Sccred second lien loans due November 2025 282500 262.500

1397895 436775
Lessuamortizeddeferred financingcosts 6953) sn
Lesswamortizeddiscount 27016) GLa

1366926 1400503
Less curent portionoflong-term debt 10850) 10880)

Sldse0ds51389923

Future maturitiesofdet for cach ofth following five years ae as follows (in thousands):

221 s 10880
am 70580

2023 10880
204 1022755

2025 282,500
Thereater -

oSLanes

“The Company i party toa first and second len credit agreement collectively, the Secured Lien Credit
Agreements), which providefor secured credit cli an consist ofthe following aofDecerber 31,2020:
«ASL billion fist lenterm loan including $150.0 millonrevolving credit facility, which provides fora

$50.0 millon submit for the issuanceofeters ofcredit, The maturity dtcofth fist len term loan and
ofthe revolving credit facility is November 1, 2024 and November 1, 2022, respectively.

«+ AS2825 milon second in tem loan with a matury date of November 1, 2025,

‘On April 30,2019, the Company borrowed an additonal $67.0 milion ons fis len term loan, net of
spproimately $0. millonoforiginal ss discount and proximately S1.7 millonofdebt issvance coss, which
was used to pay down the Company's revolving credit facila well a serued interestof $0.4 milion,
“The first lien term loan requires equal quately repayments equal {00.25% ofthe orignal principal amount, and
bears intrest at an annual ate tthe Company's option equal o citer: u the Base Rate pls the Applicable
Marginof3.5%, or(0)the LIBO Rate pus the Applicable Margi of 4.5%. Advances under he revolving credit
facil bear intrest at an annua atof the Base Rate lus Applicable Margin of 2.5%, or the LIBO Rate plus
Applicable Marginof3.5%. The Base Rati he greatest of. (3)Th Federal Funds Rte, s defined in the Secured

Lien Credit Agreements, plus 0.50%, ) the Prime Rat, assc.by Deutsche Bank New York, in effcton such day,

1
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and (¢) theLIBO Rateforan interestperiodofonemonth,plus 1.00%. TheLIBO Rate mustbeatleast 100% for
th first ie tem loan nl 0.00% for the revolving credit facility. The ltterofcredit fees of 3.50% plus a fronting
fee 0f 0.125% per anv are payable on a quarterly basis with respect t0 outstanding lettersof credit, and the
‘unused amount of th revolvingcredit facility i subjectto commitment fe of 0.375%perannum.Theeffective
interest ate on the first lin tem loan was 6.2% and 6 9% at December 31, 2020 and 2019 respectively, payable
quarterly in arrears.
‘The fist len termloanallows or voluntary prepsymens at anytime (subject (0 cerain requirement and limitations
for volunary prepayments offirst lien term loans), and requires mandatory prepaymentsof first len term loans upon,

theoccurenceofcertain events, includingcertain salesofassets and receiptofcertain insurance proceeds, subject to
reinvestment rights, and the issuanceofdebt (other than debt permitted f be incurred under the credit agreement).
“To the extent the Company generates excess cashflow (as defined in the Secured Lien Credit Agreements) in any
fiscal year, starting with he isalyearended December 31, 2018, he Company is requireto repayprincipal
equal 0 50% ofsuch excess cash low less voluntary repaymentsofthe loans (Accelerated Payment) during such
fiscal yearif a ofthe last day ofthe most recently ended fiscal year, the Consolidated First Lien Net Leverage.
Ratio as defined in the Secured Lien Credit Agreement) is grater than 4.20:1.00. Ifthe Consolidated Firkt Lica
‘Net Leverage rato is les han or equal 0 4.20.00 but grate than 3.70:100, the Company is required to repay
principal equal 0 25%ofsuch exces cash low les voluntary repayments ofthe loans. No payment is required if
the Consolidated First Lien Net Leverage rato s less than or equal 0 3.70:1.00
“The firstliencredit agreement contains a springing financial covenant for the benefit ofonly the lenders under the
revolving redit facility, which covenant requires thatthe Consolidated First Lien Net Leverage Ratio cannot be
greater than 7.00:1.00 oly ifusage ofthe revolver exceeds 35% ofthe amountofthe evolving credit fcilty
‘Commitment (excluding letesof credit) on any quately tet date. The Company was in compliance with this
covenantatboth December31,2020snd December31,2019.
‘The Company draws from th revolving credit facility to over normal business cash requirements. AsofDecember
31,2020, the Company had $60.0 million outstanding on the revolving credit acilty, no lters ofcredit
outstanding, and $90.0 millionofborrowing availability under therevolvingcredit facility, which includes $50.0
millon ofunused letterofcredit availabilty.
“The ull principal balanceof th second len term loan s due in full on its maturiy date, and bears interest at an
annual rat ot the Company's option equal {0 either s) the Base Rate plus the Applicable Marginof 7.25%, or (6)
the LIBO Rate plu the Applicable Margin of 8.25%. The Base Rate is thegreatest of: s)The Federal Funds Rate,
a5 defined inthe Secured Lien Credit Agreements, plus0.50%, u) the Prime Rate, aseby Deutsche Bank New
ork, in effect onsuchday, and () the LIBO Rateforan interest periodofone month, pls 1.00%. The LIBO Rate
mustbea east 1.00%. Theeffective intrest at atDecember31,2020and2019was 10.0%and 10.9%,
respectively, payable quarterly in arrears. The Secured Lien Credit Agreements allowfor voluntaryprepaymentsof
the second len term loan, and, subject t application to the is lien loans, requires the same Accelerated Payment
Ofthe secondlen erm oana theSecuredLienCreditAgreementsrequieofthe ist lin tem loan.
AllofAventiv's material domestic subsidiries, subject 0 cerain exceptions, are only and severally ible for the
Secured evolving credit fciliy, fis lin tem loans and second len term loansunderthe Secured Lien Credit
Agreements.
“The Secured Lien Credit Agreements contain operating covenants that limit the Company's abil to incur
additonal indebtedness, make certain payments including dividends (0 shareholders, ivest company assets, make
investments, acquisitions and loans, pemitliensonther asses, merge, dissolve orengage i other fundamental
changes, change the nature ofis business an ene nto transactions with aflaes, in each case, subject 0
customary imitations, cure rights and exceptions. In the event that the Company fais to comply with these
Covenants and restrictions, the Company may be in default, which ime payment ofth long-term debt and unpaid
terest may be accelerated by the Company's lenders and become immediately due and payable. As ofboth
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‘December 31,2020 and December 31, 2019, the Company was in compliance withal covenantsofthe Secured
Lien Credit Agreements.
‘The Secured Lien Credit Agreements provide an incremental basket tincur additional secured loans, along with
related debt bskes which permit the incurrenceof juniorand unsecured loans and the ssuance ofnotes in an
aggregateamount which isthe greaterof (1) () $190 millon and (y) th last fourquartersofconsolidated EBITDA,
plus (1) an unlimitedamounts0 longa (xinthecaseof the incuenceof additonalparipas loans,the
‘Consolidated FirstLien Net Leverage Ratio, deteined onaro forma bass, doesnotexceed 4.1010 1.00, and ia
the caseofthe incurrenceofadditional junior len loans, so longa the Consolidated Senior Secured Net Leverage
Ratio (3 defined in the Secured Lien Credit Agreements) determined ona pro forma basis is no more than 6.10:1.00

or(y)th Fixed Charge Coverage Ratio (ss defined in the Secured Lien Credit Agreements), determined on a pro
forma basis, is not es than the FixedChargeCoverage Ratio for the most recentlyended quarter ess the amount
ofany previously isued incremental loans snd notes allocatedto tis basket).

Noted. Income Taxes
Income tax expense (benefit was as follows (in thousands):

200 2009
Curent:
US. federal s 040) s (41)
US. state 1487 1178

Forsign 7 17
Total current L156 854

Deferred:
US. federal (4433) (14885)
US. state Lil 3766)

Foreign 217 (109)
Total deferred 3536 19.360)
Total incometaxexpense. SG s (18509
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Income taxes differed from the expected statutory income tax expense (benefit), by applying the U.S. federal income.
txateof 21% to pre-tax eamings/(os) fromcontinuingoperations due to the following (in thousands):

am ams
‘Expectedstatutory incometaxexpense (benefit) s (3916) 5 (15103)

‘State taxes, netoffederal benefit 1,746 2652)
Rate changes 499 (389)
Taasactionexpenses G67) 08)
Amosot edule for incomeex 168 m
[ a in

Tot incometaxbenefit Spams(8306

“Th rte changes in the sbove tbl wer sae ta benefits om revabvin defend x siliue to changes in
thedafred ste tx rt
“Th ta fftsoftemporary differences hatgive ise significant prionsofth deferncox sts and
deferred income tax liabilities as of December 31, 2020 and 2019 were as follows (in thousands):

2020 my
Net cument defend incom taxassts (bites):
Defend income exacts:
‘ovance fordoubtssecon s ws 555
Accrued expenses ssi 296

Deford revenue sm “ah
Netapering los and axcredit camyforvards 360% 3025
Aced nest pret nem
Openings abi 5089 74

Transaction openses Lo st
Or 1) m

‘Defordincome txasscts B27 Sm
Deford incom eats:

Property and equipment principally due to diffeencs in
depreciation (28244) (2,130)

Less ghofusesscts wn arom
Intangibleassets duetodifferencein book/taxbasis (141,023) (149,091)
Goodwill (19,086) (12,633)

Deferred incometax liabilities (196,640) (204,865)
Net defrd income txlabis Tn Ti
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On March 27,2020, the Coronavirus Aid, Relief, and Economic Security Act (the CARES Act) was signed ino law.
makingchanges o the Interal Revenue Code. Changes included, but were nol limited (0, the ability 0 incress the
interest deduction imitation rom 30% to 0%of adjusted wxable income for 2019 and 2020, and it emporaily
suspended the 80% axable income imitation to allow net operating losses to fully offset taxable income for years
before 2021. The CARES Act id not haveamaterial impact to the Company's consolidated financial statements

Duringthesecond quarterof 2020, an entity under common control with theCompanypurchased cera ofthe
‘Company's outstanding debt a discount. As result ofthis transaction, the Company recognized the income tax
effectsofthe ransacion within equity.
AtDecember31,2020,theCompany hadUS. federalnetoperatingloscarmyforwardsfor taxpurposes aggregating
approximately $151.8 millon, 114.3 million ofwhich, if not utilized to reduce taxable income in future periods,
will expire rom 2020 through 2037. The remaining $37.5 million i net operating loss caryforwards have an

indefinitecamryforward period. Approximately $83.8 millonof these net operating loss caryforwards re subjct to
certain rules under ntemalRevenue Code (IRC) Section 382. The Company believes these IRC Section 382
limitations wil ot ultimately affect is ability o use substantially all ofthe net operating loss caryforwards for
income tx purposes. The federal met operating loss caryforward in the income tax retus fled included
unrecogaizedtaxbenefitstakeninprio years.The net operating losses forwhich a deferedtax aset irecognized
for financial statement purposes are presented net ofthese unrecognized tax beni. The Company had
approximately $97.3 millonofintrest expense incurred in 2018 and forward hat was no deductible for Federal
income tax purposes but can be caried forward indefinitely. The Company has not offset anyofthe ntdeferred tax
asses,includingnet operating losscarryforwards, witha valuation allowancefo the tax periods ended December
31,2020 and 2019, respectively.
AsofDecember 31, 2020 and 2019, the Company had gross unrecognized tx benefits of$2.0 millon. The.
‘Company docs not believe iti reasonably possible that he toal amountofuneecognized tax benefits will materially
change in he nex! twelve month. The majority ofthe unrecognized ax benefits at December 31, 2020, if
recognized, would affect th effective tax at. The Company has recorded an immaterial amountof accrued interest
and peaalie as ofDecember 31, 2020 and 2019, respectively.
‘Aventivorone ofis subsidiaries files incometa returns inthe U.S. federal jurisdiction, Canad and various states.
‘AsofDecember31,2020, the Company ha filed domestic income tax returns s part of consolidated group at the
SCRSHolding Corporationlevel and has opentxyearsforthe U.S. federal retunfom 2007 forwardwithrespect
to ts net operating loss camyforwards, where the IRS may not aise ax or these years, but can reduce net operating
osscamyforwards. Otherwise, with few exceptions, the Company is nolongersubject 0 federal, state, or local
income tax examinationsforyeasprior 2016.

NoteS. Related Party Transactions
Under the Corporate Advisory Services Agreement between SCRS Acquisition Corporation, the parent of
Aveniiv, and Platinum Equity Advisors, LLC, an affiatcofthe Company, the Company incurred expensesof $10.2
million during each ofthe years ended December 31, 2020 40d 2019, which were all charged to Selling, general, snd
administrative expenses.

2



Avent Technologies, LLC

Notes to Consolidated Financial Statements
Notes. Leases
“The Company uilizes both operating an finance ease agreements 0 obtain ight-ofise sets fr is operations.
Asof December 31, 2020, th Company’ leases have remaining less teams of 1109 years. Th ory of he
‘Company's operating leas agreements sr fo el astate usd naperacons,butloincludecompany vehicles and
office equipment. Some rea sa operating eases conan renewal options hatmay be exercise,andsome lsses
{includ opions to teminte the sss within one yer. The Company accounts orccalatin rats onSight
line basiover the fe ofhe ess. Rent expense under opering ess agents fr th yeas ended December
31,2020 300 2019 ws proximatelyS10. million and $108 milion, respectively. Fiance lsse emangernents
arprimaryfor offi umiture, eect telecommunicatons cqipmen, and medi Kiosks and ables, The cure
and non-cumcnt portions ofthese face ease obligations are included in Accrued ibiliisand ia Othe ong tema
labile on he ConsolidatedBalance Sheet, rspectivly. Oftotal fours payments for finance lease agreements in
eect aDecember 3, 2020 and 2019, 52.1 illo and $0.6 million is comprisedof rest, respectively
Upon adoptionof ASC 542 on January 1, 2019, the Company recognized ight-ofus assesfo both operating and
finance lass, and operain less sles htrepresent the present val of i obligation 1 make payments ver
{eles erm. Thepresent valeofth operating eaepayments was calculated sing the Company's incremental
borinat sof theASC $42 adopion de, whic wasbasedonth ate of inert quire oborrowan
amount equali th less payments on collateralized basis over ilar em. The present value ofpayments or
operating lass entered ito subsequent th adoption dt s clclted using the Company's incremental
borrowing ae at ese inception. The present valuofthe Company's nance esse payments calculated sing
{he rte implicit in cach nance las agreement. Since th adoptionofASC 842, th Company basabe
approimaely S04 million and S16. millon ofcpeainrightof seacsand offrance eases, respectively, in
exchangefo new lease bili during th year ended December 31, 2020, and spproximatly 5.6 millon snd
$4.millonof operating right-ofse sets ndoffinancing Isis, respectively. In cxchang for new ssc
Kableduring the year ended December 31, 2019.
‘Supplemental information elated to esses is 3s follows(i thousands):

December31, December 31,
am aw

OperatingLeases:
[I —— s 34057 s a0

Operating ese lailes -short erm s 494s 7083
Operating ese lsilies- long term s022 a6452
Totaloperating eseisi 3 Sas 3 505
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December 31, December 31,
2 2019

OperatingLeases
Operating ase righ-ofuse asset, net s 34057 801

Operating lease lables-short term s 64% S 7053
Operating lease lables- longtem 30224 36452
Total operating lease lailties 5 367183 43505

December 31, December 31,
20 019

Finance Leases:
Property, lan andequipment,acost s 3087S 15822
Accumulated depreciationand amortization 11.828) (1.587
Propety, lan andequipment,net 5 19019 5 8235

Accrued liabilities s 6477 8 1901
Othe long-term bilities 11258 3152
Tota finance lease obligation 5 1735S 5053

December31, December 31,
2020 2019

Amortizationofright-of-use assets s 4386 5 2475
Interest onlease obligation Las 145
Toa financeleasecast 3 5009S 2620

‘Weighted:Average RemainingLease Term:
Operatingleases 673 71 ys
Finance leases 26s 283

‘Weighted:Average Discount Rate:
Operating leases 70% 70%
Finance leases 86% 88%

2
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‘Supplemental cash flow information related to leases is as follows (i thousands):
December 31,

Cashpaid or lease ibis: 2020 2019
Operaingcash flows fromoperating lees s 0082s 53595
Operating cashflows rom financingloses 707 104
Financingcashflows from financing lesses 3281 3.76

Toa cash eid for lease lables 5 4051 5. 2805

Future minimum maturities ofease obligations acess follows in thousands):
2020

“Operating. Finance
Leases Lesses

2021 3 30S 7825
202 7245 7817
2023 6080 am
204 5671 2596
205 5153
Thereater 14114 -
Total lease payments 1153 19839
Less imputed interest (10,435) 210

Toul 5 362185 11235.

Duringtheyear endedDecember31, 2020,the Companyenteredinto athirdpartyagreementunderwhich it
financed ispurchaseof$2.2 millonofsoftware licensing. The software license did no qualify as alease
agreement given the natureofth asst acquired, and as a resullth shortte and longtem portionsofthe
Hisbiltie are recorded in Accrued lables and Other long-te ibiliie on the Consolidated Balance Sheet,
respectively.
During the years ended December 31, 2020 and 2019, theCompany entered into multipletirdparty agreements
(Sales Agreements)underwhich i sold potionsof is elecommunication equipment, media kiosks and tablets,
‘computersoftware and related maintenance agreements in exchange fototal cash of S.1 millon and $9.2 millon,
respectively. In addition, the Company entered intcortesponding lease agreements (0 leas backth same assets
Sold t0 the same third party underth Sales Agreements. Underthese agreements, the Company effectively sold the
assets and immediately lease them back i their entiretyforcontinued use. These transactions ae classified as

financingobligations insteadofsale leascbacks ince the transactionsunderthe Sales Agreements failed 0 qualify
as sale ofthe asses. As such, the proceeds were rcorded as a financial lability, with th short-term and long-
term portions recorded in Accrued liabilities and Other ong:term labiltes on the Consolidated Balance Sheet,
respectively
Duringthe year ended December 31, 2020, theCompanywrote offs right-of aset for neofits office building.
operatingleases aftrdetermining tha the fikelifoodofsubletting the space was remot,forwhich an impairment
ossof $2.0 millon was recorded in Depreciation, amortization, and impairment expense in the Consolidated
Statement of Operations.
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Aventiy Technologies, LLC

Notes to Consolidated Financial Statements

Note?. Commitments and Contingencies
Minimum guaranteed payments: The Company is required to make the following minimum commission
‘payments to certainofitscomectonal facility customers regardlessofthe level of revenues generated by he
Company onthosecontracts, as follows (ia thousands):

2021 s sam
m2 36,552
2023 20464
2024 16996
2025 13.941
Thereafer 20340

Total minimum commission payments S165

‘Employment agreements: AsofDecember 31,2020 and December 31, 2019, the Company had employment
agreementswith certain key management personnel, which providedfor misimum compensation levels and
incentive bonusesalong with provisions for termination ofbenefits icertan circumstances and for certain
severance payments in th eventof &change in contol.
Litigation and regulatory matters: The Company has been, and expects to continue to be, subject to various legal
‘and administrative proceedings or claims inthe normal courseofbusiness. Variousclaimshave been sted that
were not material to its financial condition and resultsofoperations. Additionally, the Company believes the
ultimate dispositionof open matters will not have a material effect on ts financial condition, liquidity,orresults of
operations.

Notes. Subsequent Events
‘The COVID-15 Coronavirus continues to affect global markets, supply chains, workforces, and communities.
However, based on the natureofthe Company's industry, the Company did ot experience significant adverse

impact to ts operationsduring theyear endedDecember31,2020. Managementbelieves theCompanyistaking.
appropriate actions to mitigate future impacts; however, the economic impact ofCOVID-19 is unknownandcannot
be reasonably estimated at this time.
‘Management evaluatedth disclosureofany materia subsequent evens trough March 26,2021, which was the
date the financial statements were issued. As of March 26, 2021,therewere 10 other subsequent events that
required recogaiionodisclosure.
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