. Fi--1Y
I,‘ ,E
.

Powering
tomorrow’s
technology,

OOOOOOOOOOOOOO



Powering
tomorrow’s
technology,
today

As the world’'s leading compound
semiconductor supplier, IQE is at
the cutting edge of innovation
transforming our futures.
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Our business at a glance

Who we are

IQE is the leading global manufacturer
of compound semiconductor wafer
products and advanced matenal
solutions As the only epitaxy

provider with a global footprint, IQE

Is strategically positioned with
operations on three continents

We offer our customers world-class
technology, flexibiity and supply
secunty within their iocal geographies

Our global footprint

+ Raad mare about our global successanpage §

What we do

IQE provides compound
semiconductor manufacturing
services and occupies a cntical
position in the global value chain

- at the forefront of advanced
semiconductor materials Innovation
We support next-generation
technologles and innovation by
providing our customers with epitaxial
wafers and substrates with the
advanced performance
charactenstics needed to power
tomorrow's technology, today

Uniguely positioned in the global value chain

479

Number of employees
(as at 31 December 2024)

We have a diverse workforce across three continents

Employees by location

(O Europe
O amenca

O asia

3

Countries of operation

Our unique global footpnint allows IQE to offer
localised customaer service

IQE aApnual Repart and Accounts 2024



Our growth potential

* Read more about our strategy for growth on page 24

@ Connect

Sense

High-performance connectvity I1s essential for
wireless communications products in today s digiai
world With faster speeds, lower Iatency, and greater
reliabity, these products anable seamless data
transmissian, genabltng apphcations n our homes,
workploces and beyond, wherever efficiant
cormmmumication is crucial for innovaton and the
user expernence

Power

CGrowth 1s forecast in the global sensing market
driven by nsing demand for smart devices, Internet
of Things and autormation across industries ike
heclthcare, outomotive, and manufacturing
Advanced sensors enable real-time montoring and
smarter decision-making, while Al and machine
learning provide further opportunities for morket
axpansion As industries embrace digial
transformation, the need for connected solutions
continues to nse, with 1QE leveraging its iImpressive
history 1n sense technolegies ncluding 3D Sensing

Display

The Power Electronics market I1s growing, driven by
the demand for energy-sfficient solutions and the
shift to renewable energy As aelectric vehicles, smart
gnds and advanced power systems are adopted,
the need for high-performance powar solutions
increases. Matenals such as Golhum Nitride (GGN),
which s critical to IQE's Power portfolio, are fueling
innovations in sermiconductors and energy
managemeant (o tackle global powear-related
challenges and support sustainability and efficiency

1QF Apnual Report and Accounts 2024

Display technologies are advancing rapidly, and as
dermand for immersive visual expenences grows,
microLEDs are set to play a key role in the future of
displays MicrolED displays offer superior brightness,
colour accuracy and energy efficiency and are ideal
for consumer electronics, automotive, and

. Gdvertising apphcations, IQE, through collaboration
with key strategic partners, 1s advancing nmicrolED
and display technologies to deliver an enhanced
user axpenence

Strategic Report



Powering innovation

Powering
innovation

IQE is addressing the technology challenges of
tomorrow through a market-led approach

4 IGE Annual Report and Accounts 2024



Our growth
markets

Smart Connected Devices

&

Automotive and Industrial

—
Cane Y
g o

Communications
infrastructure and Security

IQE Annual Report and Accounts 2024

Aligned with industry demand, IQEis
focused on three strategic markets which
offer significant growth potential.

Smart Connected Bevices demand more efficient
and powerful semiconductors to handie compilex
data processing and connectivity requirements As
these devices become increasingly integrated into
everyday Iife, IQE s innovation supports gher
performance, miniatunsotion and energy efficiency

The automotive and Industnal sectors are expanding
rapdly as electnc vehicles, autonomous driving
technologies and power systems demand acdvanced
sermiconductors for batter perforrnance and safety
IQE’s tachnology 1s enabling high-performance
sensing, connactivity, power solutions and real-time
datg processing In these increasingly complex
apphcations

Arbificial inteligence is driving growth across a wide
vanety of Communications Infrastructure and
Secunty apphications by enabling faster dato
processing and more efficient network management,
including for data centres, fibre networks as well as
the expansion of 56/6G wireless infrastructure

In the secunty space, IQE 15 enabling advanced
systems to support real-time threat detection and
uniocking new sensing potential

+ Road more on page 20
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Powering success

Uniquely positioned for
supply security and
scalability

North
America

Washington
Massachusetts

North Carohina

Europe

Newport
Cardiff

Milton Keynes

Asia

Terwan

+Read more about our Strategic Review in relation to IGE Taiwan on
page 27
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owering
success

Offering world-class technology, flexibility
and supply chain security

As the only pure play epitaxy provider with a global footpant, IGE remains uniqusly positioned
within the global semiconductor ecosystem Headquarterad in the UK, IQE has manufacturing
operations on three maojor continents, provicing our customers with broad market access,
close proxirity and global manufactunng flexibiity and resilience

Combtned with our preven ability to manufacture a full breadth of matenals platforms at scole,
we are strategically placed to capitalise on the technology megatrends of the future

+ Read more on page 18

IQE Annuc! Report and Accounts 2024
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Powering the future '

Powering
the future

GaN technology promises to reduce power
consumption, increase reliability and
enhance performance in electric vehicles

and industrial applications, a cornerstone of
achieving Net Zero

IQE Annual Report and Accounts 2024



“IQE is strategically
positioned and ready to
respond to market
demand for GaN.”

Rodney Pelzel
Chief Technology Officer
& Chief Operating Offices

$2.2B

GaN Power device market
by 2029

1%

GaN Power device market CAGR
2023-202%

Source Yolo Group, 2024

IQE Annual Report and Accounts 2024

IQE’s GaN-led diversification strategy
in action

Gallium Nitnde (GaN) remanns at the forefront of
enabling smallar, mere efficient and lower cost
powaer systems and it is employed across a wide
range of apphcations Within eiectric vehucle and
automotive sectors, GaN s essential for
improving charging performonce and increasing
vehicle range It s also a critical enabler of
odvaonced communications system, such as
power supplies for data centres, thanks to its
performance advantages over traditional
siicon-based semiconductors In the longer term,
GoN will be used o enable efficient ulitra-high-
resolution displays (MicrolED)

whiist tha pace of vehicle elsctrification may
hove siowed, as the morket rebuilds criical mass
IQt 1s developing and qualfying customer powaer
architectures from its estabhshed foundry
locations Thanks to strategic investment in GaN
feacior capacity across our giobal sites 1n the UK
and US, 1QE 1s ready to respond to market
demand for Gan

+ Read mare on page 28
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CEOC statement

Powering

tomorrow’s
technology,

today

“l am filled with both pride and
gratitude for what the Company -
and our teams - have accomplished
N 2024

I am dehghted to present IQE's 2024 Annual Report As
I reflect upon my first year with the business, | am
filed with both pride and gratitude for what the
Company -~ and our teams - have accomplished in
2024 while we encountared some unexpectad
challenges, it was alse o ysar of opportunity and
growth for our organisaton

1 joined IQE in January 2024 as the Company’s Chief
Financial Officer, bringing with me many decades of
experience working giebally in semior rofes in the
semiconductor industry | wos then fortunate to also
be appointed IQE's Chief Executive Officer nine
months loter in October 2024 Since then, | have been
working closely with Executive Chairman Mark Cubitt
and the Board as we focus on improving operational
efficiancy and cost control to reshape IQE and
position ourselves for o successful future

As we entered 2024 there was a weight of expectations
ploced upon the rate of Industry recovery fallowing
the global semiconductor downturn Although we
were beginning to see pockets of recovery, the pace
of progress was varying hetween regions and market
segments, with conditions not improving as
favourably or as quickly as we had hoped This wos in
large part due to weak consumer demand inend
markets and meont we did not achieve the revenue
growth we desired, with our year-on-year revenues
being broadly flat Daspue this, we began to see the
positive impacts of our careful cost management
and | am pleased to report an improvement in our

Jutta Meter
Chief Executive Officer and Chuef
Financial Officer

adjusted EBITDA position, which grew from £4,313,000
2023 to £8,112000 10 2024

With the market softness persisting throughout 2024,
we |ooked to maximise the value of IQE's asset base
and stabilise our balance sheet In July we
announced plans for the IPC of our Teuwan operating
subsidiary on the Tawan Stock Exchange, which was
Intended to accelerate investment In our growth
strategy However, n November we subsequently
announced the Board s decision Lo undaertake a
Strategic Review of the Group in ight of difficult
trading conditions and the Board's belief that there I1s
significont value In IQE that 1s not currently reflected
Inits market capitalisation As part of the Strategic
Review, IQE has broadened its options i relation to
the proposed PO to iInclude the possibility of a full
sale While the Strategic Review process remains
ongeing at the ime of wnting, | am encouraged by
the progress that has been macle

To strengthen IQE's short-term Iiquichty position, in
November we announced that the business was
entenng into subscrption agreaments with a
consortiurn of existing investors through convertible
loan note financing This process, led by Lombard
Qdier - IQE s tiggest shareholder - raised aggragate
subscription proceeds of £18 rmillion and was finahsed
after the reporting period Simultaneously, IQE s
axsting financing fociity with HSBC wos omended
and restated with the closing of the fundraising

IQE annual Report and Accounts 2024



Operational performance

The business achieved good progress against our
defend and dwersify strategy in 2024 Our
connectivity-reloted products saw growth driven by
demand for communications infrastructure products,
penetration into the Android smartphoneg and WiFI
rmarket, and increased demand in the Aerospace and
Security sector

It nas been a busy tme within our Photonics portfolio,
with Generative Al driving demand across our new
and legacy photonics product portfolio, particularny
for next-generation data centras We successfully
qualfied Quantum Dot Laser products for an
industry-leachkng Silicon Photonics customer for use in
next-gensaration networking applications Our
announcement of a strengthened partnership with
pioneenng Quantum Dot Laser (QDL) technology
company Quintessent Inc, to establish the worlds first
large-scale QDL supply chain highlights increqasing
momentum in this emerging market The business
also delvered advanced, higher performance VCSEL
products for qualfication in new mobile platforms
which melude AR/VR with high-resolution depth and
image recognition capabilities

Throughout 2024, we continued to deploy GaN Power
capacity 1n the US and UK to serve the global Power
Electromics market. We saw successful customer
demonstration of 650V efd-mode GaN products for
Tier 1 OEMs and receved our first commaercial orders
for 650v automotive qualiications With tools
qualfied and partnerships secured, IQE is positioned
to detiver on forthcoming GaN opportunities as the
market ransitions into high-volume manufacturing

We also expanded our capacity to serve the growing
demand for MicrolED developiment for next-
generation, high-resolution display markets This was
supported by a new 8" GaAs and GaN RGB microttD
product portfolio announced during tha year, with
strong engagement from Tier 1 consumer mobile and
disploy monufacturers Thus included our continued
partnership with a leading smart glasses developer In
the field of GaN MicrolLED displays

Financial performance

Our full yeor revenue of £018,034,000

(2023 £15,252,000) increased 2 4% from 2023
Wireless revenues, related to our connectivity-
related products, ncreased 24 9% to £67,295,000
{2023 £53877.000), rellecting an increase it wireless
Gaas sates inked to @ higher penetration of Asian

IQE Annuol Report and Accounts 2024

rnarkets ond an increase i GoN sales for RF
applications Photonics revenues, tied to our
advanced sensing portfolio, decreased 15 6% to
£49,876,000 (2023 £59,088,000) primanly becouse
of softness in the 3D Sensing and telacoms
infrastructure markets, particlly offset by strong
performance n Aerospace and Security markets
for infrared-related products

CMOS++ revenue of £863,000 {2023 £2,277,000)
dechned 621%, reflecting a strategic rebalancing of
the business product portfolic and a shift in focus
towards diversificotion into GaN Power and MICTOLED
Starbing in 2025, the Group will no longer report
CMOS++ revenue 05 o standalone segment.

The Group repoited an operating loss of £32,858,000
{2023 £25,779,000) which was impacted by cartan
non-cash asset iImpairments pamarnly relating to our
Wiralass business However, we achieved an
improved adjusted EBITDA position through careful
cost management in year, N tandeam with actions
taken in prnior years A positive EBITDA impact was
ssan from the closure of our Pennsylvania site and
the consolidation of our US MBE business into North
Carolina We also made the difficult decision to
restructure our management teams and reduce our
headcount by 10% n 2024, mainly focused withun our
UK and US epiwafer sites

ESG progress

IQE rode important progress towards our ESG goals
in 2024 Duning the yaar we succeassfully attained
approval of our science-based targets to reduce
greenhouse gas emussions 10 ine with the SBTi Net
Zero Standard, which seeks to imit global warming to
15°C The $BTr's Target Validation Team has classified
IQE's near and long-term targets as in ling with this
ambition and has verified IQE's mitigation pathways
for reaching Net Zero by 2050 or sooner We achieved
the most ambrtious designation available through
the SBT1 process and | am proud of our work towards
achieving meoningful global greenhouse

BMISSIONS Culs

“The Board believes there is
significant value in IQE that
is not currently reflected in
its market capitalisation.”

Strategrc Repart



CEQ statement continued

The shape of our year

Qutlook

I my first year with IQE, | have seen first hand how our
team unites to novigate uncertainty with steadfast
commutment. while the future of the Company
presents a vaniety of potential pathways, | remain
highly optimistic about what lies ahead With our
short-term financing secured through the successtul
complation of the CLN, and meaningful progress
towardls the sale or IPQO of IQE Tawan, we are
establishing a solid financial foundation for a robust
and sustainable business

|, together with the Boord, believe there 1S a significant
market opportunity n IQEs core operovons, ond we
rermain focused on reducing our cost structurg for
profitable growth, servicing our customers and
rnoximmising vaive for shareholdsrs we intend to
provide further updates and o refrashed strategy
later in the year

We olso have a strong customer pipshne m front of
us, which has never been more diverse While the
industry remains In recovery, we are seaing strong
demand for data and optical communications
products, next-generation displays and advanced
sensing for agrospace and defence appheations
This is offsetbing continuing softness in some larger
markets, such as the consumer mobile segment
The strong engagements we are seaing In 2025 are
anticipated to provide significant growth
opportunities i 2026 and beyond

I frmly beheve that compound semiconductors, and
by extension IQE as leaders in the mdustry, will play an
important role 1in shaping the connected, iImmersive,
and low carbon world of tomorrow Tha business has
made great strides this year and | am confident we
are laying the foundations for a new chapter in IQE's
hrstory that we can all be proud of

ko

Jutta Mejer
Chief Exacutive Officer and Chisf Financial Officer

12 May 2025

Revenue

£118m

2023 £115m

Operating loss

£(33)m

2023 £(26)m

Adjusted EBITDA

£8m

2023 £4m

IQE Annual Report and Accounts 2024
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Executive Chair statement

Unlocking

the poten
of IQE

“We have a strengthened balance
sheet, streamlined management
team and a reaffirmed commitment
to delivering value for our customers
and stakeholders”

| am plaased to be able to ntroduce my fwst Aanual
Report as Executive Charr of IQE Since joining the
husingss in October 2024 and stepping into the
Executive role shortly after, my first few months have
been spent getting to know IQE thoroughly and
meeting ouwr dedicated global team

Refiecting on 2024, it presented its far share of both
challenges and opporturities for IQE, which tested our
restience und aghhity However, we also mode
important strdes to strengthen our operations and
postion ourselves for future growth Thanks to this
progress, we have a strengthened balance sheet,
streamiined ronogement team ond & recfiirmed
comrmitment to dehivering valua for our customers
ond stakeholders, while progressing aganst our
longer-term strategy

Trading performance

KQE § 2024 troding performance was reflective of
ongoing softnass within the industry and a slower
thon opticipated recovery from the market downturmn
In certain business sagments Qur revenue
performance was broadly flat year-on-yaar, and
despite reporting an operating loss we demonstrated
anwmproved adjusted EBITOA as result of the cost
rmitigation actions taken in year and earher, reflacting
our focused cost contro! and improved operational
performance

As part of our decisive action to mancge costs, we
rmade the difficult decision to further reduce
headcount and restructure our executive team We
also completed convertible loan note financing of

Mark Cubitt
Executiva Char

£18m after the reporting penod to strengthen our
near-term financial position

Board matters

I'was plaased to join IQE's Board in October 2024 as a
Non-Executive Director Following the dsparture of
CEQ Americo Ltemos later that month, [took up the
rote of Executive Charr, with Jutta Mewer being narmed
CEO 1n gddition to her CFO role Jutta onginally joined
the business in January 2024, brnging a wealth of
experience from the global sermiconcductor industry
which we continue to banefit from

Since then, we have been working closely together
and our strong focus 1s on cash generation and
mMmonagement ocioss the Group, ond on unlocking
embedded value through our Strategic Review and
the optirisation of our osset base

2024 aiso saw the departure of Drew Netson and Phil
smith from IQE’s Board Since ha co-founded the
business in 1988, Drew has been instrumental {o the
business’ growth from start-up to a global innovator
and leader in the sector He departed IQE's Board in
June 2024 and remains a key figure In the
semiconductor mdustry through his work with the
South wates Compound Semiconductor cluster,
where we continue to work closely with him

Phil completed his Board tenure in December 2024
after serving on IQE’s Board for nearly nine years,
including five years as Chair | wish turm the best and
thank him for hus contnbutions and support during
the transition penod

IQE Annual Report and Accounts 2024



Looking ahead

While there is still much work for us ahead, | om
encouraged by the dedication of our teams and the
progress thot we have made in 2024 to strengthen
our foundations for the future and adapt to the
avolving macro environment

While the pace of recovery following the industry
downturn remains patchy, we welcome the grodual
stabilisation of supply choins and customer dermand
across our product portfolio

Our marlet-led technology approach will altow us to
capture opportunities In exciting new argas, and In
2025 we will look to build on our successful
development and customar engagement in key
markets such as GaN for Power Electronics ond
MicrotED We will also look to capitalise on Al-driven
demand in the communications infrastructure
market, particularly for data centres, AR/VR and
mobile platforms

“The sale or IPO of IQE
Taiwan will pave the way
to unlock the incredible
potential of the IQE Group
by ensuring we have
a strong capital base
to continue investing
in our core business
and supporting our
longer-term strategy.”

1 am confident that our Strategic Review and the sale
of iPC of IQE Tawan wili pave the way to uniock the
huge potential of the IQE Group by ensuring we have
a strong capital bose to continue investing n our
core busingss and supporting our longer-term
strategy

Moving forward, we are comrmtted to buiding o
stronger IQE with a clear focus on innovation,
operational efficiency, cost control and sustainable
growth | have full confidence in our team's ability to
navigate the challenges and opportunities ahead,
united by a cornmon purpose to ¢reate o more
connectad and sustainable future for averyona

-

Mark Cubitt
Execubive Char

12 May 2025
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Strategic
Review

In July 2024, 1QE announced plans for an
initia! pubiic offering (PO} of the Group's
Tawanesea operating subsidary, IQE
Taiwan, on the Tawan Stock Exchange,
with the proceads of the IPO intended to
be utitsed acrass the Group to fund the
growth strategy However, In November the
Board dacided to undertake o
comprehensive Strotegic Review of the
entirety of IQE s asseat base to ensure a
strong capital position from which to fund
investment into core operations The Board
feels there is significant value n IQE which
15 not currantly reflected In its market
capitalisation, and the Board's pnonty 1s
reducing the Company’s cost structure for
profitable growth, servicing its customers
and maximising value for sharehoiders

At the ttme of publication, the Strategic
Review remains ongoing As pait of the
review, IQE broodened its options in
relation to the proposed PO to include the
possibility of o full sale of IQE Tawan The
Board has retained Lazard to advise on the
Strategic Review and 1t I1s being oversean
by the Board with input from key
stakeholders

The Board 1s encouraged by the posilive
levels of interast in the process (o date The
completion of the Strategic Review and
potantial sale or IPO of IQE Tawan s a
significant opportunity which wili allow the
Group to uniock significant unreaised
valug within the business, strengthen the
balance sheet and ensure it 1s able to
nveast 1N its long-term growth opportunity

+ Read maore aboul strategy oh page 23
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Investment case

Powering tomorrow’s
technology, today

Only global pure play
epitaxy supplier

Wa are strategicolly positioned with the
industry § most comprehensive product
portfolo and a unigue presence across
three continents This enables us to provide
our customers with unmatched flexibiity,
scalability and supply security to daliver
the world s most advanced compound
samiconductor products

Market-led approach

We collaborate with our custorners to develop
unique solutions to tackle market challenges,
leveraging our scalable materials platforms

Expansion capacity
and scalability

In a market with high barriers to entry,
we have o significant first mover advantoge
to scals our operations to meet future
demand We have the abity to expand n o)
geographies within cur current site footprint.

16 IQE Annual Report and Accounts 2024



IQE 1s the world's leading compound semiconductor manufacturer, operating
at the forefront of materials innovation We are solving the challenges of the
future by powering tomorrow's technology, today

Unmatched expertise

with rmore than thirty years of epitaxy
experuse, IQE has a proven history of
developing cutung-sdge technology
underpinned by on unparalleled
intellectual property portfolio

Foundational technology

Compound sermiconductors are crucial for
powenng on intelligently connected, immersive,
and low-carbon world, thanks to their
exceptional parformance ond efficiency

Delivering value

We are dedicoted to evolving

our business to priontise sustanable
growth for the bensfit of alt our
stakeholders, ncluding customaers,
paitners, employees, and shareholders

IQ£ Annual Report and Accounts 2024
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Business model .

Creating value through a
resilient business model

What we do How we doit

As the only pure play epitaxy provider with a global Customer qualification

footprint, IQE remains umquely positionad within the 9@ Exacting quahty standards, world-

globa! semiconductor ecosystem @ leading IP and process know-how
gnables broad product quahfication
with leading international customers

Substrates
Bosa maternals

Market intelhigence

Unnvalied market understanding
underpinned by ¢ 30+ year
pedigree ond long-standing
custormer relationships

Research & development

A programme of innovation thot
dnves leading edge tachnologies,
working in partnership with the world's
major technological supply chains

Product porttchio
@ A comprehensive Connect, Sense,
Foundries Fabless Device makers ﬁf’# Power and Display product offering
Device fabrication Design Dewvica manutactura © enables our customers to deliver
world-leading products
- -~ Manufacturing capacity at scale
(Y. Investment in the state-of-the-
@"!@ art nfrostructure of our global

manufactunng footprint has created

the scale required to capitalise
iQE

on the growing compound
Epitaxy 1s where the value is created

Epilayers
Reactor are deposited

ona substrate

semiconductor morket

Driven by:

Qur purpose

IQE manufactures the world's most advanced compound semiconductor epitaxial wofers that are the
foundation matenals for Connect, Sense, Power and Display devices We enable our customers through ropid
innovation, supenor gualty and manuifactunng scale

18 IQE Annudl Report and Accounts 2024



Our key relationships and resources

Long-standing partnerships with customers

IQE 15 a matenals solutions provider, enabling
advanced technologies throughout major global
supply chains We work with customers up and down
the volue chain

Technically experienced and highly-skilted
people

IQE attrocts and develops the top talent in the
compound semiconductor industry, and 1s therefore
able to offer a wealth of technical expertise across
our product portfolic

Strategically positioned intellectual property
portfolio

Wwith a focused potent portfolic and unparalleled
process P, IQE has an established, protected position
inits markets

Widely recognised technology leadership

As g matenals specialist with o comnmutrment to
innovation, IQE 1s at the forefront of new technology
and has o track record of enabling major technological
product trends, from R&D to mass production

Global manufacturing footprint

Headguartered in the UK with manufactunng opsrations
strategicolly posiboned around the globe, IQE hos
worldwide market access and ¢lose custormer
proximity, prowiding resilient, flexible supply securnty
for customers

Uncompromising quality standards

Superior quality 1s embeddead n IQE s manufactunng
processes to ensure that our products dnve supernor
yietds and unit economics for our customers

Underpinned by:

Strategic Report

Delivering vatue for

Customers

£2m

Technology-related development expenditure
2023 £3m

Employees

4,804

Hours of learning compieted in 2024
2023-1,528

Investors

£1Im

Cash capital expenditure investment in 2024
2023 £12m

Communities

1day

Annual paid employee volunteering leave entitleament
2023 1day

Environment

16,229 tCO,e

Total GHG emissions
2023 19,603 tCO0

O] =
h"-@ S 0=
Our people Technology Operational Sound Responsibie
Roadmap Excellence governance and business
risk management operations

+Reod moreon poge 40  + Reod more on page 20

+ Read more on page 34

+ Read more on page 62 ¢+ Read more on page 37
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Building the future

IQE 1s at the forefront of the megatrends shaping the future In a rapidly
changing world, IQE's diverse portfolio of products serves a broad range of
customers In multiple markets, providing customers with flexibility, opportuntty
and supply resilience Together we are bullding the energy efficient
infrastructure of the future, focusing on products which enable Artificial
Inteligence (al), optical communications, advanced sensing and next-
generation displays
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Infrastructure and Security

Intelligent sensing

5G networks play a crucial rele in supporting and
driving the adoption of Al High-speed, low-latency
networks are necessary to handle data-intensive
al workloads Sixth generation cellular networks will
enable ever present connectivity, providing the
bandwidth necessary to enable the Metaverse

How IQE Is responding

IQE’'s communications infrastructure product
portfolio sarves customers at all network nodes
Our GaN on SIC technology powers a new
generation of high-capacity 5G base stations,
delivering superior output power and energy
efficiency over incumbent radio frequency
solutions

The optical backbone which connects wireless
networks Is built on a metro and long-houl fibre,
and IQE provides a range of signal laser and
detector matenal solutions for data-centric
infrastructurs transmitting over afl Photorics
nstworks

6G will be revolutionary, with unprecedented
requirements In data transrmission, lotency and
coverage 1QE s broad RF matenals portfolio {GaN,
inP and Gaas) enables us to serve customer
development platforms which are architecting
new 6G wireless networks

$909m

RF GoN Telecom and Infrostructure Device Mcorket
by 2029*

Source Yolo Group, 2024-2025
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Multi-spectral imaging 1s delivenng nnovattons in
sensing Being able to see further, in hugher
resolution and in full colour across the entire
nfrared spectrum, 15 expanding use cases beyond
serving single rmissions

How IQE is responding

IQE s industry leadership In anbimonide nfrared
maternals has continued to expand, with the
development of “full colour GaSb-based sensing
technologies which are enabling our customers to
expand not oply thewr imaging reach, but also use
cases including Al-drniven autonomous platforms

Complemanting our detector technologies ore
inteligent rrud-infrared lasers which can be tuned
to detect industnal and secunty hazards We
expect sensing to become aver more prevalent as
use cases expand, with our inteligent sensing
product portfolio already enabling new
applicotions N CONSUMEer sensing

$1.5bn

Market size for advanced high-resolution Infrared
Image sensors by 2030*

- —— -
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Market review continued

@Q Smart Connected Devices

Augmented/Virtual
Reality

MicroLED displays

Healthcare wearables

AR immaersive user experience
across o vast array of use
cases I1s made possible by IQE's
Photonics technologies 3D
Sensing lasers powared by our
apitaxy are enabling new levels
of information and interactivity
to be unlocked

How IQE is responding

Building on our pioneerning work
In 30 Sensing, IQE has
developed a naw generation of
higher performance VCSELS
which dsliver higher resolution
copabiities and enable
advanced applications

IQE 1s working with global
leaders to provide the most
advanced VCSELs for ARfVR
applications and IQE's matenal
1s contaned in current market
lsading AR{VR products, as waell
as m future developrment
reoadmaps This technology
development also extends to
spaual computing and smart
glass platforms, enablng the
next wave of mobile device
innovation

$1bn

GaAs VCSEL Mobile & Consurner
Dre Morket Dernand by 2029+

*  Source Yole Group, 2024-2025
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Energy efficient, high-resolution
and flexible displays built
exclusively from compound
sermconductor-bosed
microlEDs are transforming the
dispiay industry, ond remains
an active area of development
for IQE

How IQE 1s responding

IQE 15 partnering with industry
leaders to quatify microlED
tachnology for use in smart
glass and watch platforms we
also have contracted R&D
programmes delivering RGB
apitaxy into display OEMs,
enabled by IQE s breadth of
Gaoas (red) and Gan {blue and
green) materials technology
IQE 15 also engoged i scoling
rmicrolED technologies and our
leadership in GaN-on-S1 has
enabled us to deliver product
Inte OEMs developing mass
market sclutions for consumaer
displays

$996m

MicroLED Total Ponel Revenue
by 2029*

A new era of digital healthcare
will be enabled by compound
semiconductor devices that
con detect Diomarkers with
chinicol aceuracy 1o unlock
health insights ive These
sensors will be minatunsed and
integroted into mobile
consumer platforms

How IQE 1s responding

IQE has long-standing
relabonships with and remams
engaged with market leading
OEMs to develop advanced
healthcare wearables

We offer our customers a wide
portfolro of matenals and
wavelength soflutions and 30+
ysars of engineernng pedigree
Consistent, custorner-funded
R&D activity 1s ongoing, with
steady progress being made
towards enabling our
customers to develop
biomorker sensors which will '
revolutionise how we track and
monage our health

$100m

InP Consumer Wearable Sensing
Die Market Dernand by 2029*
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Electric vehicles

vehicle electnfication remaimns a
significant growth opportunity
within the GaN market,
specthcally for onboard
charging modules Critical
rmass will build as energy
efficiency and EV expansion
drive the enhanced adoption of
GaN technology

How IQE is responding

IQE has successtully complsted
Its GaN fleet expansion,
qualifying its final two new
reactors in 2024 at its Newport
site IQE now has capacity to
service worldwide GaN Powar
development at sites in both
the US and UK

IQE has partneraed with market-
leading customers to
successfully demonstrote 850 V
Autornotive GaN Transistor
technology Current activity 1s
focused on qualfying this
technaology for full product
release, which will enable
access to a broad range of
high-efficiency, power
switching platforms

$336m

Automotve & Mobility Power GaN
Dovice Market by 2029°

*  Spurce Yole Group, 2024-2025
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¢\ Automotive and industrial

industrial powet

The growth of dota centres
fuelled by Al has created a
significant growth opportunity
for Power GaN as It elevates the
performance and economic
returns of data centres by
reducing size, system costs and
increasing power efficiency As
such, it I1s the ideal solution for
the improvements reguired to
concurrently meeat Al demands
and Net Zero inibhiatives

How IQE 1s responding

Our position in the development
of GaN Powaer technology for
automotive markets provides a
foothold within this emerging
market and as such, IQE s
ideally positioned to address
this need with its newly added
capacity

IQE 1s engaged with multiple
industrial partners who are
explonng our GaN transistor
technology and developing
industrial power supplies for
markets which include data
centres, 5G wireless access and
wireless power gpphcotions

$66m

Industnal Power GoN Device
mMarlot by 2029*

Data communications

Rapid growth in Al dato traflic
demands high performance
Interconnectivity between
datacentre, clouds and wide-
area networks Ultrafast
transcewer lasers and
detectors move data around
optical networks and the need
for energy efficiency 1s driving
the development of o new
generation of communication
laser solutions

How 1QE I1s responding

IQEs optical communication
portiolio delivers into all network
nodes, GoAs VCSELs and InP
lasers drnive data around the
datacentie fabne We have also
lounched a new technology for
this market, Quantum Dot
tasers (QDLs), which cefiver
substantial performance
advantogas over incumbent
technologies, boosting
bandwidth, reducing latency
ond improving efficiency,
enabling highly parallel dense
optical inks for compubing
clusters and data centres

$1.85bn

InP Datacom Die Morket Demand
by 2029*

23

Strategic Report



Our strategy

Strategic progress

IQE's strategy is focused on maintaning share in existing markets while
diversifying into new growth areas By collaborating with technology leaders
we will achieve sustainable growth in order to capture vaiue

Maintain and grow IQE’s position

Connect

Description

IQE has o weli-established, market-leading product portfohio for Connect applications

+ GoAs-based HBT, BIFET, BIHEMT, and PHEMT epwafers for mobile handset front-end modules
« GON/SIC and GaN/$i RF epiwafers for buse station apphcations

+ GoAs and InP-based losers and detector epiwafers for data/telecom transceivers

2024 focus

+ Retain morket share for commoditised handset paris

+ Grow front-end rmodule market shars within Asian supply chains

+ Davalop GaN/SI & SIC for RF infrostructure

« Develop GoAs-bosed guontum dot (QD) technology for data com lasers

Progress in 2024

+ Strong gualification and sampling engagement with Asran front-end module custormers

+ Continuad partnership with a leading Us-based foundry on the development of GaN on Si for RF
apphcauons

- Good execution on production orders for Gal on SIC RF products

Strong engagernent with InP-based datacom partners to servica the resurging market and

develop next-generation technology

Release of o quantum dot reference technology ond secured contract revenue

2025 objectives

+ Complete GaAs front-end module qualifications, pilet production expected to commence in 2025

+ Leverage hrstone strength for Gan on SIC for RF to capture additional market shars, particulorly in
the UK and Europe

+ Service re-emearging inP datacom market and quahfy with customers for new Ai apphications

+ Secure additional contract revenue for quantum dot products
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Sense

Description
IQE 1s a long-standing leader for two criical sense applications

- GaAs-based VCSELs for 3D facial recognition systems in mobile handsets
+ GasSb-baosed detectors for military applications

2024 focus’

* Retain market share for released 3D Sensing products

* Maximise revenue copture for GoSb-products through operational excellence and execubion
agoinst a strong order book

» Grow GoSb market share by developing and qualfying next-generation products

Progress in 2024

- Successfully serviced ond retained Goas VCSEL custormers

+ Excellent operational performance for MBE-based Gash products underpmning significant
year-on-year revenue growth

* Good pregress and strong customer engagament on Gasb development for next-genaration
dasigns

2025 objectives
+ Customers and market share focus within the 30 Sensing market
+ Continue to grow the GaSb MBE business capitahsing on increasing defence-based demand

IQE Annual Report and Accounts 2024 25
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Our strategy continued

Diversify

Power

Description

IQE 1s creating capabiity and capuacity to serve the power market for automotive and industnal
apphcations with significant market growth anticipated due to global Net Zero imtiatives

2024 focus

« install and run-up additional GaN capacity at sites in both the US and UK to create a secure,
global GoN footprint

- Develop @ markst-leading 200 mm 650 V efd mode capability

Progress in 2024
+ Succassiully installed and ran-up two new reactors at the Newpaort site

+ Completed the nternal qualfication of two new reactors ot the Massachusetts site and began
servicing customer orders

+ Significant progress made on GaN powar product developmaent, demonstrated 650 V breakdown
with excellent wafer flotness and defactivity

« Sampled muttiple power custormers to qualfy for 6§50 v applications

2025 objectives

« Fully qualfy a reference 650 v e/d technotogy

+ Qualfy with multiple Tier 1 Gan/s| powar customersffoundnes
+ Develop technology for higher and lower veltage nodes
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@ Display

Description

Small form factor, ultra-high rasolution, ighly efficient displays for AR/VR applicatons and
weaarable/mobile devices will ultimately require the use of red, green, and blue (RGB) microlEDs IQE
1s developing leading edge technology to intersect with this significant market opportunity Green
and blue technology development leverages IQE's astablished GaN on Si expertise For red, IQE hos a
dual path, developing a Gaas/Ge-based technology for immal adoption and GaN on Sifor
subsequeant generations

2024 focus

+ Develop bassline blue and green GaN on S1 technology

- Demonstrate GoAs/Ge-basad red tachnology

+ Capture development revenue through close partnership with market leaders

Progress in 2024

* Ropudly developed o baseline blue ond green GaN on S capability thot has resulted in strong Teer 1
customaer engagements

- Demonstrated a viable red technology on GaAs resulting in requests for qualfication somples by
multiple customers and partners

« Captured customer NRE revenue to offsst internal development costs

2025 objectives
« Continue RGE developmaent to demonstrate stote of the ort performance
+ Secure additional NRE arrangements to monetise R&D actmity

Strategic Review

I July 2024, IQE announced the planned initial public offering {(1PC) of the Group's Tawanese
operating subsichary {IQE Tawan ) on the Taiwan Stock Exchange This was followed by a further
announcement N November 2024 that the Group will be conducting o comprehensive Strategic
Review of its asset base to ensure a strong capital position to further invest in core operabions

The Strategic Review has allowed IQE to broaden its options in relation to the proposed IPO to include
all strategic options, nciuding a full sale The Board believes there 1s a significant market opportunity in
IQEs core oparations and remains focused on reducing its cost structure for profitable growth,
servicing its customers and maximising value for shareholders

At the time of publication, the Strategic Review process remams ongoing and further updates will be
provided to the market when appropriate

+ Read more about our Strategic Review (n the Executive Chair's statement on page 14

IQE Annual Report and Accounts 2024

27

Strateqic Report



Key performance indicators

2024 performance
review

Financial highlights

Revenue Adjusted EBITDA* Adjusted net
(e'm) (e'm) cash/(debt)**
(e'm)
[+3]
~ r~
=
baed
o
a B =
<1 208

2020 2021 2022 2023 2024

2020 2021 2022 2023 2024

2020 2021 2022 2023 2024

Property, plantand Adjusted operating Operating loss
equipment cash profit/(loss)* (£'m)
expenditure (£'m)
(£'m)
L d s
’5 -—

2020 2020 2022 2023 2024

ol
(] <
—

2020 2021 2022 2023 2024

2020 2021 2022 2023 2024

* The noture and description of alternative performance measures ore included in Note 5 on pages 135 10 138

*  Adjusted net debtis defined on poge 108

==* The nature of adjusted dituted £PS 15 reterenced In Note 12 on page 142
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Adjusted diluted EPS
(erp)*es
[»2]
(o]
o
[ —
’: q _— _—

2020 2021 2022 2023 2024

Diluted EPS
(£'p)

(04) I

2020 2021 2022 2023 2024
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Our success Is dependent upon our financial

performance and also operating In a manner
which promotes wellbeing for our employees
and the communities in which we operate

Non-financial highlights

Gender diversity Safety course

Group level* completions

2022 2023 2024 2022 2023 2024

O fFermale

@ nMate

Total GHG emissions Total online learning
(tcO.e) hours

2022 2023 2024 2022 2023 2024

Recd more in our Responsibla business section irom page 37

29

Strategic Repart



Financial review

Financial
review

“The Group's trading performance in
2024 remained subdued following
the global semiconductor industry
downturn Market recovery has been
slower than anticipated N key
sectors, driven primarily by weak
consumer demand in end markets”

The Group raparts financal performance in
accordance with International accounting standards
in conformity with UK adopted international
accounting standards (‘UK adopted IFRS) and
provdes disclosure of additional alternative non-1FRS
GAAP performance measures to provide further
understanding of financial performancs Details of
the alternative performance measures used by the
Group inchuding a reconciliation to reported UK
adopted IFRS GAAP performance measures are set
out in Note 5 to the financig! statements

Review of Year

The Group's trading perforrmance in 2024 remained
subdusd as the Group continues to experience weaak
customer demand and low customer orders
{ollowing the global semicaonductor industry
downturn Market recovery has been slower than
anticipated in key sectors, driven primarily by weak
consumer demand in end markets The continuation
of weak customer demand, resulting in revenue that
hos remained broadly flat year-on-year at
£118,034,000 (2023 £115,252,000) has presented a
significant challenge to the business, with the Group
reporing an operating loss of £32,958,00C

(2023 £25,779,000}

The Group s trading performance, combined with o
slower than anticipated recovery in key market
sectors has prompted the Directors to initats o
Strategic Review and take immediate actions to
secure short-term financing to strengthen the
Group's hquidity

30

Jutta Meler
Chief Exacutive Officer & Chief
Financiol Officer

Short-tarm qrudity and funding actions include the
forrmal waiver obtaned pre-year end from HSEC Bank
plc of the 31 December 2024 inancial covenant tests
apphcable to the Group s £28,000,000 mulbi-currency
revolving credt facility {RCF), the successful
negotiation of a Deed of Amendment and
Restatement to the RCF on 10 March 2025 to amend
opplicable financial covenants and, the successful
£18,000,000 convertible loan note fund raise
completed on 10 March 2025, to provide the Group
with additional short-term liquidity whilst the Directors
complete therr Strategic Review

Thne Directors, as port of the Strotegic Review, plan to
raise sufficient cash from the divestrment of Group
ossets to repay the Group's RCF and the convertible
loon notes and ensure that the Group has a strong
capital position to further invest In Its core operations
In the first iInstance, this plan includes divestment
options for an IPO of sale of the Group's Teiwan
operations and a comprehensive strategic review of
all other Group assets and cperations

Group revenue of £118,034,000 (2023 £115,252,000) has
remaned depressed increasing 2 4% from 2023 with
the Group's wireless business segment representing
the largest proportion of Group revenue at 57 0%
(2023 46 7%) of total revenue with Photonics
representing 42 3% (2023 513%) and CMOS++
representing 07% {2023 20%)

Wireless wafer revanues increased 24 8% to
£67,295,000 (2023 E53,877,000}, reflecting an increase
In wireless GoAs epi-waler sales inked to higher

IQE Annual Report and Accounts 2024



penetration of Asian markets and an increass in GaN
epi-wafer sales for 5G infrastructure Photonics waler
revenues decreased 15 6% to £49,876,000

(2023 £59,088,000) The decrease In photonics wafer
revenues pnmanly reflects the softness in 3D sensing
ond telecoms infrastructure markets partially offset
by strong performance in cerospace and securnity
markets for infrared related products

Statutory gross profit increased from £2,328,000 to
£4,446,000 The increase in gross profit refiects a
combinauon of the increase in sales, the annuahised
impact of cost mitigations actions iImplernented in
2023, and the impact of cost control actions
implemented durnng the current year

Selling, general and administrative (‘SG&A ) expenses
hove decreased 7 7% in the year from £32,486,000 to
£29,882,000, excluding the separately disclosed
impairment losses on intangible assets of £3,772,000
(2023 £ni) and on property, plant and equipment
and nght of use assets of £4,646,000 (2023 £nul)
Intangible and tangible asset impairment relates to a
combination of asset ympairments inked to the
Group's US related wireless assets, the discontinued
development and commercialisation of the Group's
Dilute Nitnde technology and the imparrment of
certain property, pikant and equipment related to the
restructuring of the Group s US manufacturing
operations Adjusted SG&A expenses, which exclude
adjustrmenits for share-based payments, Chief
Executive Officer recruitment costs, Chief Executive
Officer severance and restructunng costs have
decreased from £26,167,000 to £24,09,000 (7 9%),
primarnly reflecting a combination of the annualised
impaoct of l[abour cost and discretionary expenditure
savings implamented in 2023 and the impact of
additional actions to continue to mitigate cost during
the current year

Cost rationahsation actions include a combination of
the optirmisation of manufacturing asset utiisation,
including 1dling reactors to reduce cost and algn
capacity with lower customer volumes, consolidation
of the Group’s US motecutar beam epitaxy (‘MBE?)
manufactuning copocity, including closure of the
Group's manufacturing facility in Pennsylvanic and
the strategic re-positioning of the Massachusetts and
North Carolina monufoctunng sites, commenceament
of the consohdation of the Group's South Wales
octivities into its Newport manufactunng site,
restructuring of the Executive Leadership Team
folliowing departure of the Chief Exscutive Officer and
the iImplementation of a range of cost control
measures N areas ncluding travel, marketing, legal
ond professtonat

As part of the cost ratisnahsation and global footprint
optirmisation plan, restructuring costs totolling
£7.638,000 (2023 £4,680,000) have been incurrad
reloting to a combination of employea redundancy
ond severance costs of £974,000 (2023 £3,079,000),
site dacommussioning costs of £1,912,000

(2023 £1,601,000), Tawanese site divesture and
Singopore site closure costs of £136,000 (2023 £ril)
and non-cash intangible developrment cost and

IQE Annual Repart and Accounts 2024

tangible property, plant and equipment osset
impairments of £5,352,000 {2023 £nil), partially offset
by a profit on sale of assets of £735,000 (2023 £ni)
which includes the sale of the Group s former
Pennsylvamia manufacturing site for £4,061,000

{2023 £rul) Other significant infrequent costs incurred
tn the year relate to the new starter bonus, payable
over three years, for the former Chief Executive Officer
and severance costs {ollowing the departure of the
former Chief Executive Officer on 28 October 2024

A reported operating loss of £32,8958,000 has been
incurred (2023 £25,779,000) with the 2024 operating
loss impacted by non-cash asset impairments of
£8,418,000 An cdjusted operating loss of £18,357,000
in 2024 compares te an adjusted operating loss of
£20,199,000 in 2023 The decrease in the adjusted
operating loss reflects a combination of the increase
in sales and the impaoct of cost miigation actions
implemented in 2023 and 2024 The segmental
analysis in Note 4 sets out the operating and adjusted
operating profits attributable to the wireless segment,
operating and adjusted operating losses attnbutable
to the photonics and CMOSS segments and the
associated adjusted operating margins for each
sagment {before central corporate support costs)
Wiretess adjusted operating margins increased from
8 6% n 2023 to 97% in 2024, primonly reflecting a
combination of an increase In manufactunng asset
utiisation, particularly ot the Group's Tawanese
manufactunng site and the positive cost impact of
the completion of the consolidation of the Group s US
molecular beam epitaxy {"mMBE) manufactunng
capacity mto the North Carclina site Photonics
adjusted operating margins remainad negative at
212%, decreasing from negative 16 9% n 2023 as the
market recovery in certain photonics market
segments has remained depressed with the Group
continuing to suffer from significant under-utitisation
of capacity ot its South Wales sites

Finance costs of £3,947,000 {2023 £3,032,000} reflect
£2,293,000 (2023 £1,810,000) of bank and other
interest costs and the interest expense on leqase
liabiities of £1,654,000 (2023 £1,222,000) Bonk and
other interest costs principally relate to the Group's
HSBC Bank ple revolving credit facility with the
Increase Ininterest cost reflecting tigher levels of
fociity utiisation and borrowing in 2024

The tax chorge of £1273,000 (2023 £567,000) consists
of a current tax charge of £1,106,000 (2023 £1112,000)
pnmarily relating to taxable profits generated by the
Group s Tawonese operations Deferred tox asset
recognition has been restricted in the UK and US to
reflect future forecast profitabibty, an assessment
that includes the Impact of the continuation of weak
customer demand as moarket recovery 1s forecast to
remain subdued n certain key sectors following the
global sermiconductor industry downturn As a result,
lower utiisation of UK and US defaerred tax ossets s
projected, which hos restricted the ability to
recognise deferred tax assets for current year losses
The effective tax rate of 11% (2023 3 4%) applcable to
the tax charge of £157,000 (2023 £192,000) on
adjusted items 1s less than the UK statutory tox rate of

k1]
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Financial review continued

25% primarnly due to the non-recognttion of deferred
tax assets for current year UK and US trading losses
which include the adjusted Chief Executive Officer
reciuitrment costs, Chief Executive Officer severance
costs and restructuring costs

The Increase in the loss for the year to £38,178,000
(2023 £29,378,000) principally reflects the impact of
adjusted items which nclude the non-cash impact of
£8,418,000 (2023 £nil} of asset imparments At an
adjusted level, the loss for the year remained broadly
flat year-on-year at £23,734,000 (2023 £23,990,000)
Basic and diluted foss per share has increased from a
loss per share of 328p to a loss per share of 396p In
the current year with adjusted basic and diluted loss
per share of 2 46p (2023 268p) reflecting the Group's
loss at @ statutory and adjusted prefit level

Cash generated from operations decreased in the
ysar to £1,282,000 (2022 £10,074,000), principally
reflecting the impact of working capital in a year
when the business has expenenced hmited growth
The outflow In working capital of £3,768,000 required
to support the low levels of growth compares to a
significant inflow i working coprtal of £10,882,000
experienced in 2023 when the size of the business
contracted significantly, which, combined with strong
working capital management, particularly in the
areas of inventory and trade recewobles delivered
the favourable working capital nflow The Group has
continued to nvest In capacity to diversify into
high-growth markets with capital expenditure of
£11,359,000 (2023 E12,158,000) principally focused on
Galurm Nitnide related monufactuning capacity,
enablng diversification into the nigh-growth power
electrontcs and advanced display (ULED) markets,
intangible asset expenditure of £1,609,000

{2023 £3113,000)} focused on o combination of
intellectual property and the Group s multi-year
strategic [T transformation programme and
investment in targeted capitalised technology
development of £1,877,000 (2023 £2,852,000) pnmarily
related to Gallium Nitnide technology development

32

The decrease In cash generated from operations,
combined with investing activity cash costs of
£10,194,000 {2023 £17,960,000), repoyment of lease
llabihties of £3,470,000 (2023 £4,787,000) and net
increasas In bank borrowings of £15,445,000

(2023 £18,431,000 repayrment) have combined to
rnamtain the Group’s cash position at £4,660,000
(2023 £5,617,000) but resulted 1A an Increase in net
debt (excluding lease habilities and dervative
financiat instruments) from £2,228,000 to £18,800,000
as at 31 December 2024

Equity shareholder funds total £134,10,000
{2023 £169,785,000) with the movement from 2023
primarily reflecting the loss for the year

Jife

Jutta Meiler
Chisf Executive Officer ond Chief Financial Officer

12 May 2025
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Stakeholder engagement

Consistent
engagement

It 1s important that we continue to
engage with all of our stakeholders
as we progress our strategic goals
and plans for continued success

Qur impact on, and engagerment with, our key
stakeholder groups i1s considered within the
implemsntation of our strategy, which 1s overseen by
the Executive Leadership Team and supported by the
Board of Directors We consider the impact we have
on ow stakeholders, as well as what our stakehoiders
consider important when developing IQE s strategies
for future success Engagement with our stakeholders
allows us to grow and execute our stratagy and we
have used a rangs of engogsment mechonisms to

Tom Dale

Chief Paeople Officer & General Counsel

understand and consider our stakeholders’ views
Whilst the Board engages with certain stakgholders
directly, there 15 also significant engagement by
senor monogement and throughout IQE

Wae have set out below our key groups of
stakeholders, the 1ssues and factors relevant to those
stakehoiders and how we have engaged with those
stakeholders over the past year

How the Board has engaged with shareholders, the workforce and other stakeholders:

Stakeholder description

Stakeholder

We provide the best advanced

Material issues

+ Consistently high-quality

How we engage

+ The Executive Leodership
Team and other senmor

products, technico!
cxpertise and ¢onunuous
improvernent

+ Hhigh stondord of
business conduct

- Continuous iImprovement

« Fair pricing

« Excellent ongoing
customor support

- Continuity of supply

compound sermiconductor
materals solutions to our
customers, supported by
bespoke product oiferings and
personalsed customer support.
We have o wide and diverse
range of customers serving end
applications aligned with our
core markets of Connect, Sense,
Power & Display

management frequently host
and atiend meetings with key
customers around the world,
both virtually and i1 person
These meetings provide
management with meanmgful
opportunities to understond
first hond, ot a senior leve! of
the orgamsation, how we can
enhance our offering to
customers by understonding
therr current and futurc needs

- The CEO and other members
of the Executive Leadership
Teom provide the Boord with
feedback and trends from
these meetings

Customers
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Stakeholder

Employees

Investors and
Shareholders

Partners and

Suppliers

Sociaty

Stakeholder description

Our employees are fundamental
to our business success We
have a responsibility to support
their health, welibeing and
development at IQE A highly
capable and diverse workforce
will also enable us to better
understand our custormers and
markets We cim to continually
invest 1N our people, developing
the copabiities that we wili need
to succeed over the longer term
We are committed to becoming
the company where the best in
our sector want to work and
strive to offer opportunities that
will attract, motivate and retan
o diverse pool of talented
employees, enabling them to
give ther best

Material issues

+ Opportumties for
personal development
ond carcer
progression
Trust and
encourogement (o
contribuie to the
success of the
business
Consideration of theu
hcalth, safcty and
wellbeing

- Working os port of on
equitable, inclusive
and diverse culture

- Clarity of expeciotion
on how recogriion
and remunheraucn
structures align with
accountobihiies

How we engage

- The Boaord engaged with a broad
range oi employees throughout
the year through informal
site-baosed meetings and from
fcedback provided (o the
drectars responsible for
employee engagement

The CEO ond wider ELT host
regular all-employee Town halls
and site-bosed all-honds
meetings to proactively engoge
with our pcople

we continue to promaote our ‘Zoro
18 possible health and safety
programme

.

We place considerable
importance on the mantenance
of regular and open dialogue
with our shareholders Cur goal
1s to delwer returns to our
invastors and shareholders
through profitable and
sustainable growth withr the
efficient use of capital Cur
investors ond shoreholders are
also key contnbutors in the
formaotion of our sustcnnability
agenda

+ Current and future
financial performance

- Mcxrmisrng
opportunities for
growth

We actively engage with
shareholders throughout the year
to ensure they understand the
periormance of our business Owr
ongoing programme includes
numerous shoreholder meetings
and roadshows, which are
tacilnated olongside our full and
half year results

The Char, Remunerction
Committee Chair, and CEQ all
directly engeged with o range of
sharcholders on key topics
including the Group's financial
performonce, strotegy and
Executive Dircctor Remuneration
Virtuol meetngs weire held with
our largest shareholders to
understond therr prionities for the
Group's sustainability agenda

Cur supply chain plays a vital
role  supporting our products
and broader business strategy
and we recogniss the value of
our partners and supplers To
meet the expectations of our
customers, we develop strong
working relohionships with our
suppliers and look for our supphiers
to provide excellent, consistent
quality and added value
Engaging with our supply chain
1s also crucial in the development
and delivery of our Net Zero
commitment and $8Ti targels

- Forecasting visibhity
« Product quality
Fair pricing
+ Long-term
partnerships

-~

.

The Board receiwved regular
updates throughout the year
regording industry-wide supply
chain challenges and the
ongoing work to riigate the
impacts of these challenges
Qur Executive Leadership Team
and other seruor managers work
closely with our supply chan
partners to involve therm i our
plonning processes and
ohgnrment with our strotegy

We believe that our technology
and products will benefit and
advance society and provide a
positive impact on the world's
sustainabiity We work hard to
ensure that we have a positive
impact on all thosg around us

« Opporturuties for local
nvestment

« impact on local and
wider cnvoonmentat
ond social 1ssues

We use morket data and insights
to develop new products which
will bning benefis to society

Our ESG Commiticc hos
oversight of the Group's
sustainability ogenda and 1s
tocused on developing the
Group's approach to chmate
change, armongst other things

.
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Stakeholder engagement continued

Section 172(1) statement

Engaging with our stakeholdars and acting n a way
that promotes the long-term success of the Group,
while considenng the impacts of our business decisions
on our stakeholders, 1s central to our strategre
thinking and ouf statutory duty m accordance

with Section 172(1} of the Companies Act 2006 This
constitutes our Section 172 Statement as required
under the Companies (Miscellaneous Reporting)
Reguioticns 2018

The Board of Directors considers, both individually
ond collectvely, that it has acted in a way thot it
considers, in good faith, would be most likely to
promote the success of the Company for the benefit
of its members as a whole, having regard to the
rnatters set oul In Section 172 {a) to (3, In the
decisions taken dunng the year

Recogrusing that companias are run for the banefit
of ther shoreholders, but that the long-term success
of a business 1s dependant on montaining relationships
with stakeholders, the Board continuously reviews
which relationships support the generation and
presarvation of valug in the Company These
relotionships include those with our customers,
employees, investors and shareholders, partners and
supphers and society

As a Board, our mtention 1s to behave responsibly and
ethucally at all trmes, in ine with our Company values,
and to ensure that our management tearmns operate
the business in a responsible manner and to the
highest standards of business conduct and good
governance As we act in a way which reflects our
values, we will contnbute to the iang-tarm success of
the Company ond continue to develop our reputation
Qs a responsible and successful Company that
delivers stakeholder value

Further information as to how the Board has had regard to the Section 172 factors:

Section 172 Factor Key Examples Page
A Consequences of any - Censideration of how IQE generates long-term value through  Page 18
decision in the long term the development of our Business Modsl and Steategy Page 24
+ Risk managemeant
Page 62
B.Interests of employees - Parbicipation in Dversity, Equity and Inclusion planning for the  Page 4i
business
+ Promotion of employee welibeing witictives and benefits
awareness
« Participaton in Town Halls and amployee forums
« Sustanatlity
C Fostering business + Building strong relationships with customers and suppliers Page 38
relationships with within the Group's supply chain, which 1s essential {or
supphers, customers achieving the Group's long-term strategic goals
and others
D Impact of operations on - Consideration of Envronmental, Social and Governance Poge 45

the community and the
environment

Improvemant strategies

Review of environmental performance, 1ISO 14001 Envirenmental
managemesnt system and emission reduction initiatives
Sustomnabihity

E Maintaiming mgh
standards of busmness
conduct

+ Promotion of responsible business operations, with a focus on Page 39

the Group’'s Anti-bribery and Corruption, Confidentiality and
Whistleblowing policias, and Anti-Slavery Staterment

F. Acting fairly between
members of the Company

Shareholder engagement Page 35

» Investor information and the Annual General Meeting
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Responsible business

Responsible business
approach and priorities

Through 2023 and early 2024 we conducted o formal
matenality assessment to ensure we had o wide
range of stakeholder views to inform our priortisation
of the sustainability Issues with the greatest impact
on our business, communities and the environment
We expect to refresh the matenality assessment In
2026

The materiality assessment was developed through
several steps using o third party to ensure o thorough
approach We initially used a desktop survey as a
pre-assessment to determine the key issues in
current corporate reperting We usad that intial
assessment as the basis for engaging a range of
stakeholders, starting with nteractive sessions with
our gltobal leadership team, site-based workshops

A mautrix of materiality impacts

IMPORTANT

HIGH

Responsible sourcing

Zeto tolerance approdach to bribery and cotruption

)

MATERIAL

Cyber and datd sacunty

and interviews with our major shareholders We then
used feedback from our customers and suppliers,
through ther own corporate reporting and requests
ofr surveys to |QE, before reviewing the combined
feadback with our Executive Leadership Team

and the ESG Committee

Once idantified, the materiat ssues were plotted
on our matenality matnx and assessed aganst the
level of business iImpact® and level of concern to
stakeholders A copy of the final matenaity matrix
1s shown below

we will priontise our efforts against the items towards
the top nght hand corner of the matrnix

* Impact on IQE s cbility to craate economic, @hvironmental
and soceal value

Effectve health
PRIORITY and salety
o management
Employee s mental

health and wallbeing Sirong and effective
communkcabon

@ @ Raducuon of engigy uscge

filactive siakeholder and graenhouse gases

monagament .
o { : > Culture

Achlaving wasie reduction Employae
@ Net Zero @fmd recycling engagement

o Supply chain managameant and audinng
Employae tralning and development

B
Divarsity, Fquity and mclusion S

Engagement with
the communiaas in @
which we apearaie

@

Whistleblowing

LEVEL OF IMPORTANCE TO STAKEHOLDERS

@ Efficlent use of rasources

o Human Rights argd commitmenis (o preventng Modern Skavary

o Responsible opprooch Lo 1ax

LOWER LEVEL OF BUSINESS IMPACT HIGH

O Social

IQE ANnual Report and Accounts 2024
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Responsible business continued

Supply chain

The scale of IQE’s business and our
global supply chain means we are
committed to sourcing responsibly
We partner with our suppliers to
implement ngorous standards that
safeguard the health and safety of
our people and communities

Qur suppliers share a commitrment to responsible
sourcing practices which 1s more important now than
ever They are key partners and continue to play a
entical role in helping us achieve our viston and goals
We expect our supply chain partners to uphold the
same high standards as IQE leaders and employees,
and always to act in an ethical, efficient and
transparent manner

IQE partners with over 100 direct supplhers to identfy
and address potential areas of nsk in our supply
chain Risks may include physical impacts of cimate
change, geopolitical impacts, or nsks that threaten
our suppliers’ ability to conduct business To further
enhance our nsk capability, we have a comprehensive
third-party partner who assists IQE to continuousty
assess these risks within our supply base

2024 supply chain review

It was & very dynamic 12 months within IQE’s supply
chain, with 2024 continuing te bring complexities and
challangss Dunng the year Chino, announced further
restnctions on the export of Gallium and Antirmony,
both of which are key components In compound
semiconductor manufacturning Thankfully, our
strateqy to strengthen the recycling of such maternals
over the past few years means that a significant
portion of the Gallurm IQE consumes now comes from
recycled sources in addition to qualifying new
sources, whilst cur Antimony 1s already sourced
outside of Asia

IQE 15 committed to advancing a circular sconomy,
focusing on increasing recycling ond reuse of wasts,
while ensuning that our raw materials are produced in
the most sco-friendly way In 2024, we mantained a
100% recycting rate for all our Galium Arsenide (GaAs)
and Inchum Phosphide (InP) waler waste,
transforming it back into high-purity raw materials
that are reintegrated directly into our supply chains

38

David Bishop
Head of Glokbol Supply Choin

As part of our proud Science-Based Targets initiative
($BT1) commuitmant to Net Zero, IQE 1s working closely
with our supply chain partners supporting the
transition to cleaner manufactunng methods,
porticularly for our bulk gases The Company 1s
progressing closer to having all bulk gases produced
from processes that generate zero emissions,
aligning IQE plans to scale responsibly mn the future

Anti-bribery and corruption

IQE maintains a zero-tolerance approach to bribery
ond corruption We have an established Anti-brnibery
c¢tnd Corruption Policy, which includes guidancs on
the giving and recenving of gifts and hospitality A
Gifts and Hospitality Register s also mamntaned to
ensure transparency Our policies are supported by
regular employee tramning

The key pnnciples we axpect averyone to follow
include not offering or accepting bribes or improper
payments, not improperly influencing any Individual,
and not participating in any kind of corrupt business
Getvity, either directly or through a third party
Third-party agents and distnibutors are subject to
additional due diligence checks

Trade compliance

We have policies and processes to ensure we do
businass in accordance with all applcable trade
complance laws Qur policles and procasses are
standardised where possible and are regutarly
audited by our specialist trode compliance team We
engage regularly with relevant government bodies 1n
the UK ond US, ond then eguivalents in other
junsdictions IQE's proactive response to geopolitical
shifts in recent years has positioned the Group
positively to benefit from diverging supply chains

IQE Annual Report and Accounts 2024



Inside information and share dealing

Wae take steps to ensure our compliance with the
obligations arsing from the AlM Rules, Disclosure and
Transparency Rules (where applicable} and the UK
Market Abuse Regutations { MAR') 10 relatton to the
dissermnation of inside information to the market,
which Includes our share dealing policy and
procedures We also have our awn internal Share
Dealing Policy

We have the nght procedures to identfy and control
accass to inside infermation and, where necessary, to
ensure that its promptly disclosed to the market We
ensure thot the Financial Conduct Authonty is notfied
of any delayed disclosure on announcement of Inside
information to the market. We mamntoin secure lists of
anyone who has access to inside information and
ensure that those working for us do the same We
ensure that everyons on those hists 1s aware of and
acknawledges the legal and regulatory dutiss
required of them whiie on the nist

“Itis critical that IQE’s ethical
standards are upheld by
our supply chain partners
and this is mandatory in all
of our supplier relationships.
Strongly aligned partnerships
and clear communication
channels with our suppliers
at the highest levels help
to minimise supply chain
disruption and cost, whilst
increasing efficiencies
and reducing waste.”

Whistleblowing

IQE offers staff a confidential reporing mechanism,
overseen by the Group s Chisf People Officer &
General Counsel, which enables employaes to raise
concerns of malproctics, non-cormpliance or
unethical conduct The options for raising Concerns
are widely communicoted to employees and are
clearly set out 1n our Whistleblowing Policy Any
whistieblowing reports are confidentially reported to
the Audit & Risk Committee

IQE Ahnual Report ond Accounts 2024

intellectual property and confidentiality

Our intellectual property {IP} 1s an important asset
and key to our conbinued success We have
comprehensive policies and procedures to identify
and protect our IP, whethar that be through
registered or unregistered IP nghis

Mantaining confidentiality 1s ingrained in our culture
Our policy and practice ensure that oll staff fully
understand what constitutes confidental information
and restrict internal access on a nead-to-know basis
information ralating to thwrd parties 1s not disciosed
without the third parties’ witten consent

We have established processes for the negotiation
and signing of all confidentiality agreements and

employees are able to access our standard
templotes and trainng modules

+ Read more on page 44

Human Rights and Anti-Slavery Statement

IQE 1s committed to respecting the human nghts of all
those working with or for us We do not accept any
form of child or forced labour ond we will not do
business with anyone who fails to uphold these
standards IQE has a zero-tolerance approach to
modern slavery and s committed to acting sthically
and with integnty in all of its business dealings and
relabonships and te implementing and enforcing
sffective systems and controls to ensure modem
slavery 1s not toking place anywhaere 1n 1ts business or
in any of s supply chains The Modern Slavery Act
addresses the role of businesses in preventing
modern slavery within ther organisations and in therr
supply chamns 1QE has developed and implementad
policies to comply with the requirements of the UK's
Modern Slavery Act and our Anti-Slavery Statement
can be found ot igepcom

+ Read more at igep com/responsibility

Financial sustainability and tax
transparency -

Wae ensure compltance with all relevant tax low n all
Junsdictions in which the Group operates whilst
manoging the associgled tox costs in o manner thot
1S consistent with our Code of Conduct and s
atthitude to commercial sk We seek to mamtain
stoble effective ond cosh tax rates which reflect the
geographic markets in which we operate, and the
Group's tax attributes, such as brought-forwarg
losses and special deductions such as for research
and development we gnsure that all cormmunication
with tax authonties 1s conducted in a transparent ond
professional manner
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Responsible business continued

Our people

“In the year 2024 we saw significant
changes to our executive leadership
and a reduction in the Group’s
overail headcount through o
mixture of voluntary and involuntary
departures In 2025 we will be
focused on delivering the working
environment and deveiopment
opportunities that our people

want to see”
Tom Dale
Chiet People Officer & General Counsel
Gender diversity Culture, values, communication and
engagement
Board level We are striving to create an open, inclusive and

values-dnven culture We want ail of our people to
m 575 feel able to share their views in two-way
2024 % conversatrons with their pesrs, ine managers and
senior leaders
2023 44%
Following the executive restructure in late 2024, the

new Executive Leadership Team have focused on
hotcing regular In-person and virtual brieting
Group level meetings with gur people to enhance the openness
and transparency of our communications Employess
are encouraged, and do, ask ¢ range of questions in
advance of the meetings and time 15 retained at
euch meseting for an open forum-style discussion
2023 B3% K3 and Q&A We intend to enhance of cormmunication
and feedback loop with our employees in 2025
through the introduction of regular pulse surveys and
the reintroctuction of an annual people survey This
Group-level recruitment will enhance our ability to capture and Monitor a
range of cultural KPis and to form our site and group

2024

2024 m@ action plans around those
In 2025 we intend to refresh our Vision, Mission and
2023 m—EA_‘ Values and te introduce our ways of working, aligning
our company objectives to how we work together
() Female evary day and the role each of us has to play in the
@ volo achigvement of IQE s strategy ond goals we will

Integrate these into our leadership interactions and
employee communications as an integral pait of the
delivery of our strategy
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Diversity, Equity, Inclusion and Belonging (DEIB)

IQE s population 1s made up of differant races,
genders, ethnicluies, backgrounds, religions and
beliefs across our global sites IQE s committed to
providing equal opportunity, farr treatment and
inclusion for all, without regard to race, gender, age,
religion, ethnicity, identity, séxuality, disabity, genstic
disposition, neurodiversity, veteran status, perspective,
experience or any other aspect which makes an
indwidual umique

A central pait of our DEIB commitment 1s cur desire (o
demonstrate inclusive leadership and represent the
dersity of our orgarsation ond the communities
whara we live agnd work We seek to develop ond
sustain a supportive and collaborative working
enviranment where difference 18 recogrised, valued
and celabrated, whilst recognising the differences in
the legisiative frameworks and cultural heritage In the
different places in which we operate

In porticular, we recognise that gender diversity
remains on ocngong 1Issue withun our iIncustry and we
are committed to improving our gender balance We
are supporting our Talent Acquisition Teom to
increase nclusion during the hinng process, with the
oimn of attracting, developing and retainng STEM
talent and sacuring a more diverse poo! of joiners We
cdid not ses any iImprovement in the diversity of
recruitment in 2024 and in 2025 we will be working
with our recruitment tearn and external partners to
continue to promote diverse candidate shorthsts

In aarly 2024, we partnered with an external diversity
and inclusion spacialist to deliver Contributing to'o
Dwerse Workforce traiming to UK employees, the
workshops focused on unconscious bias,
miciraaggressions and understanding the
importance of language We achieved 87%
attendance and positive feedback from attendees

Our Women's Network continued in 2024 and 1s being
refreshed in 2025, focusing on shanng information,
supporting develocpment, encouraging teadership,
strengthening networks, uncovering oppaortunities
and championing success for women across the IQE
Group For international Wormen s Day, our women's
Network facilitated a Q&A session with our CEO

and CFO, Jutta Meter, and Chief People Officer and
General Counsel, Torn Dale, focusing on personal
expenences and allyship

We continug to celebrate dvarsity through our
cultural celebration calendar Recognising the
tradittons and celebrations that are mportant to our
employeas acknowlsdges and embrocses the
dwersity of our global team and fosters a positive
and communicative environment. Pride Month
celebrations focused on bringing to life the
experiences of our LGBTQI+ employees through a live
Q&A session as well as shanng educotional resources
with our teoms
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We launched severcal new global People pohcies this
year including on Equity, Diversity and Inclusion Policy,
Gender identify and Transitioning at Werk Policy, and
o Menopause Policy, alongside o Menopause Toolkit
for monogers, reofirming our commitment to
diversity, inclusion and belonging ot IQE

We are also aiming to build strategic partnerships
with diverse organisations and networks who share
our commitment to DEIB and can support us with our
evolving journey of effectve and sustainable
transformation

In 2024, we improved our Board diversity with the
hirng of Jutta Meser, and our Board 15 now proudly
57% female

Employee wellbeing

IQE 1s focused on the physical and mental health of
our employees, especially durnng a difficult yaar for
our workforce We routinely promote wellbeing
support availlable through our employee benefits
platforms and undertake benefits serminars to ensure
our leaders, people monagers and employass are
aware of the assistance avalable to them

We continue with our Employae Assistance
Prograrmmas (EAP) which offar 24{7 support and
include bereaverment assistance, counselling, legal
and financial support Early mtervention assistance 18
provided through external specialists and employee
wellness plans, miigating absence and aiding return
to work

Taking into consideration the challenging year our
employees were expanencing, we recognised both
Mental Health Awareness Week and World Mental
Health Day For Mental Health Awareness Week, we
encouraged our teams to ‘get mowving’ in ina with
2024's theme and share their activities on our
communications platform For world Mental Health
Day, we held Time to Talk’ lunchume sesstons with our
Mental Health First Aiders, an apportunity for our
employees to talk indvidually or in a group For both
events, we shared relevant resources availlable
internally and axternally

Empowering and supporting our talent

IQE ottracts some of the best and brightest global
talent in our industry We are continuing to use

our Compstence Management System which
encompasses a formal learming and assessment
process and varous training and developrment
forms, plans and logs Traiing processes are now
communicated within departments and formalised
via our document control systems

Qur Talent Developmeant taam will continue to work
with managers and employees to effectively identify,
source and focilitate learning and development
actwities, supported, where possible, by government
funding This mncludes supporting professional
development through formal qualfications, as well s
enhancing on-the-job knowledge and skills

41

Strategic Roport



Responsible business continued
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Learning and Development

Our Learning and Development strategy is focused
an developing the capabihtes, skills and
competencias of our site-based teams We have also
spent tme looking ot s\ngle points of fadure and
areas of resource scarcity to assist with the retention
of koy talent 1QE s recent finoncial performance hos
constramned some Learntng and Development
Imuobivas in recent years, but tms s an area that our
Chief People Officer and Executive Leadership Team
know Is important for our paople and will be
priontised in 2025 and beyond

Qur teams initiated high-potental employees with
the 9 Box evaluation and started convarsations and
developing action plans to develop our sentor leaders
Moraover, we enabled employee mobility and traiming
through job rotation assignments We assigned two
engineers from Tamwon to Newportt for troning, helping
as able engineerng support for our Newport engineers.

As a company with highly valued intellectual
property, we have continued our mandatory
Intellectual Property courses on our LMS to improve
the understanding of (P for all IQE employees with the
desired outcome of better identifying, protectng and
exploting our vaiuable P

We continued to invest In the development of our
empioyees with a Six Sigma Black Belt qualification,
with a cohort of sleven employeas, due for
completion in Summer 2025 Due to the success of
the qualfication, a second cehort will be enrolied in
2025 wae have afso enhanced our employees total
rewards knowledge with a sentes of moduiar videos

on our Llong-Term incantive Flan

Early careers

Over the past year, IQE has continued bunding
relationships with local schools, colleges ond
unversities, to provide education and knowledge o
students and education leaders on the
semiconductor industry and career offerings In 2024
this included welcorming PhD students from local
universities to owr South Wales sites, as well as
running CV writing and interviewing skills workshops ,
We have portnered with Milton Keynes college,
offening placements to T-level engingerning students
who attend our site weekly to gain hands-on
axpenenca and shadow our {eams

To bolster our talent pipehne, we have also held work
experience and intern ptacement oppoertunities in the
UK and US, allowing students to rotate around and
gain exposure to various IQE departments Thus 1s an
important step in raising awdreness of STEM careers,
particularly for students from diverse backgrounds,
securing hires and bulding robust talent pipelines

We held on Inspire the Next Generation of Leaders’
day during the Summer of 2024, led by our Women's
Netwerk, we invited our employees’ children ond
farmily members to our global sites to expenence hfe
at IQE We conducted exciting expenments, leamt
about a vanety of roles available at IQE and had a
tour of our facilbies
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Communities
and social review

For many years IQE has offered
support to local communities through
nimiatives focused on wellbeing,
Inclusion and giving back We are
proud of the iImpact of our work,
which reflects our commitment to
soclal responsibility and strengthening
community partnerships

Giving Something Back

IQE employees are entitled to one full or twe half days
volunteerng leave annually We are focused ocna
global approach to giving, but with local execution,
maoking sure we are supporting the engagements
and miiatives that mean the most to our people and
therr communities

Habitat for Humanity

IQE Massachusetts participated in Habitat for
Humanity in Aprik 2024 We made a monetary
donation and our employees also provided support
through the buillding of o home for o low-income
farmily

IQE Annuol Report and Accounts 2024

1
Pride in Pill
IQE supported Pride in Pill MBE for a further year, which
Is an organisation that supports children i hospital
throughout Wales and England At our South Wales
sites we collected toys and made a menetary
donation to support this imtiatve, which hopes to
moke hospital a more pleasant expenence for
children over the Chrnstmas period

Support of local sports teams

+ Peanybont Women Football Club
- Fainwater Rugby Football Clulg Miny Juniors
« Newport Grass Roots Cricket

Taiwan - Charity Walk

To support a local charity that cares for children in
remote areas, our Taiwan team raised money by

walking 10,000 steps per day The IQE Tawan team
personally delivered ther donations to the charity

NC Hurricane Helene Relief

Following the aftermath of Hurncang Helene which
devastated areas of North Carohng, Georgig, South
Carolng, Virginia and Flonida, IQE lounched a
JustGiving poge to suppart a local North Carofina
charity (Community Housing Coalition {CHC) of
Madison County) dedicated to ailding those
impactad by the storm Community Housing Coalition
{CHC) of Madison County 1s a community-based
nonprofit agency thot faciitates urgent home reparrs
to low-income Madison County residents 1n need of
assistance
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Responsible business continued

Intellectual property

IQEs world—rea‘dlng technology 1s underpinned by a
strong intellectual property (mﬁ portfallo Qur process
know how, the secrets of our trade which have been
ganed through more than 30 years in the field,
enhonces tms work and s closely protected oy WQE

In 2024, IQE continued to streaomiine its IP portfolio to
better match the Company's strategic goals and
technology projects 1QE has oround 30 gronted
patents, with 2024 yielding 17 new grants and 12 new
patent applications

IQE s patents cover olt technology development areas
ond are increasingly cligned to the Company's growth
strategy In GaN technologies for Power and microlkDs
The portfolio 1s also aligned to our major market
varticals Smart connacted devices, Communications
infrastructure, and Automotve & Industnial

With nigorous internal processes to identfy and
review inventions in our teams, we are able to harvest
inventions efficiently and to make strategic decisions
over those that we protect by patent and those we
protact by trade secrets and conhidentiohty 2024,
which we designated as our 'Year of innovation, saw
another record number of iInnovation disclosures
made to the IP department which continued the
trend of the last few years Training of our staff ensures
that everyone understands the value of our IP In our
technology and products

We are proud thot IQE was secand in the list of
companias filing patents in the UK i the HOIL technical
classification {(semiconductor devices) in 2024

Innovation portfolio aligned to market verticals

-

\

(O smart Connected Devices
O Communications infrastructure
(O automotwe & Industriol

44

~2024...our ‘Year
of Innovation’
saw another
record number
of innovation
disclosures”

Victoria Yeomans
Head of IP

IQE Annual Report and Accounts 2024



Health, Safety, Security

and Environmental

review

2024 marked a significant milestone in IQE’s Health,
Safety, Secunty and Environmentat (HSSE) journey An
overall reduction in lost time and all injurres was very
positive, albett we continue te strive for our goal of
achiewing zero injunas, significant safety events,
snvironmental breaches, and any work-related ilf
health The internal focus which had begun on
Process Safety gained a huge amount of traction
within the organisation and resulted in some
significant improvements being implemented Pur
commitment to $cience Based Targets was formally
validoted along with achieving a further year of
certification to 150 140641 (verfication of Greenhouse
Gas nventory) Two of our sites In the USA attained
Joint certification to 1IS045001 with the remaining site
scheduled for certification in 2025 Additionally, the
security functions within IQE became embedded into
the Group HSSE team and with it a renewed focus
and vigour for improvements Numearous other Heglth
and Safsty programmas focused on continued
Improvemsnt continued to be iImplemented at pace
to ensure our systems and processes are fit to
support our future growth ambitions

Drive to World Class

To drive the journey to World Class performance, we
continue to focus on our six key pilars which are
critical to achieving our vision

Visible Leadership - increase the visibility and
engagement of leadership W help develop a positive
culture

Governance — implemented, robust governance
processes for HSSE

Compliance Assurance - implementing robust
comphance assurance processes

Competence - deploying o framework for
demonstrable competence at all orgarisational
levels

Learning Orgamsation - deploying a framework to
support sharing and learning from events and best
practicas across the organisation

Continuous Improvement — actively seek out best
practices internally and externally to dnve continuous
improvermneant ocross HSSE We will aiso regularly
review our existing processes to identify opportunities
for improvemant
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Responsible business continued

Health and safety
performance

Zero Is Possible/Leading Metrics

During 2024 we focused our Zero 1s Possible
campaigns on using thea ‘three questions’ to facilitate
positive safety conversations within the business

Positive safety conversations were soft lounched
within the Company dunng 2022 and formally dnven
with training during 2023 Although these ars informal
conversations, the totol number 1s recorded and any
outputs requining further action are captured as
opportunities for improvernant Promoting positive
convarsations with respectful chollenge is a key
element in dnving @ culture of openness and reporting
In the organisation The framework of the ‘three
questions allows even the least confident team
members to engage with the process and this
supports the culture of respectful challenge which we
are driving With the support of this frameawork, during
2024 the total number of positive conversations
carried out was 6,224, a 678% increase on the baseline
yvear and a 34% increase on the previous year
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The three cuesttons hove ther foundations In process
safety, having been extrapolated from direction given
by the UK Health and Safety Executive following a
major Incident in the UX However, they provide o
simple framework that 1s apphcable across all
aspects of HSSE, making them ideal for use In positive
convarsations Under the umbrella that positive
behaviours must be led from the boardroom down,
the three questions ask

1 Do we know what con go wrong?

2 Do we know what barriers we have to ensure that it
doesn t go wrong?

3 Do we know that our barrniers are effective and
working properly?

The use of these across the organisation has led to
numerous Improvements being actioned and
addional focus on the use of these will be applied
dunng the coming year

IQE Annual Report and Accounts 2024




During 2024 we also proactively reported
opportunities for iImMprovement and Near Miss events
These 'free lessons’ allow us to robustly act to
remeadiate any deficiencies before any
consequences are realsed With the rise in positive
conversations and the cultural shift that this brings,
we recognised a decrease in overall Near Miss{
Oppoertunity for tmprovement raporting The reduction
equated to 32% decrease i reporting aganst 2023
performance This was expected as positive safety
conversations being carried out mean that potenual
1ssugs are being discussed and potentially rectified
before becorning Near Miss or OFls The number of
Near misses/Opportunities reported was still a 274%
INGrease on the 2021 baselne year QOverall prooctive
reports (Mear Misses/Opportunities/Positive
conversations) rose overall year on year

Overall Proactive Engagements

2023 2024
Positive conversations 4383 67224
Naar Misses/OFIs 1,805 1238
Qverall 6,188 7462

Lagging Metrics

Betwesn 2023 and 2024, we went 491 days without a
Lost Time Inyury Unfortunately, dunng November 2024
a contractor colleague suffered a Lost Time Injury which
led to one lost working day before ha was able to
return on full duties This represents an improvement
on previous years but any situation thot results in our
ermployess or contractor partners bemng injured 1s
hugely disoppombing to us ond we strive to leorn from
such events to prevent reoccurrence (n coming yeors

IQE Annual Report and Accounts 2024

2024 injuries

2023 2024
Lost Time Injurnes 3 1
allimunes (inc LT1s) 17 15

we had ong Lost Tima Injury 1n 2024 when a
contractor employee sustained a cut to the head
which was treated ot hospital The injured person lost
one working day before returning to work on normal
duties

The mantra “Nothing you do on this site today will be
as importont os going home to your loved ones safe
and healthy” 1s displayed at our Newporl site
entrance and will be rolled out across the rest of our
sitas In the coming year as we continue our cultural
improvemaeant journey and improve mindsets

“Nothing you do on this site
today will be as important
as going home to your loved
ones safe and healthy”

This message I1s displayed at our Newport site
entrance and will be rolled our across the rest of our
sites In the coming year

a7
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Responsible business continued

Environmental performance

2024 Environmental performance

2023 2024
Environmeantal ncidents
(Reportable) 0 0
Environmental incidents
(Not reportable) 2 4
NM/OFI environmental 133 135
Averaqge per site 133 15

Science-Based Targets

Following our ottainment of the independently
vernfied I1SO 14064 GHG emissions reduction stondard
dunng 2021 and o commitment to the Science-Based
Targets imibatve {SBTI) made dunng 2022, IQE s E5G
Committee hove actively been working to ensure
robust plans are n place to faciitate our emissions
reduction journey

During 2024 we achisved the milestone of
successfully attaining approval of our science-based
targets to reduce greenhouse gas srmissions in ine
with the SBT) Net Zero Standard, which sesks to lirrut
global warming to 15°C The SBTI's Target Validaition
Team has classified IQE's near and long-term targets
as in ine with this ambition and has alse verified IQE's
rmitigation pathways for reaching Net Zero by 2050 or
sooner Part of this process was gatherning data
relating to Scope 3 emussions Tius included engaging
with our supply chain portners to, where possible,
gather data relating to the impact of GHG emissions
from purchased goods and services, upstream and
downstream transport and further processing Key to
S8T1nvolvervient I1s the Company outhning how we
will reduce our @missions over a set period These
targets galvanise the action required for significant
emissions reductions to be achweved by 2030
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2024 performance

Pleasingly, the focus outlined regarding reporting

of Opportunities for Improvemnent and Near Misses
across the business had a further positive effect on
Environmental reporting across our sites The average
number of Environmental Opportunities or Near
Misses reported increase in the past year from 133
average per site to 15 All of these were remediated
and investigated to prevent re-occurrence

Emissions performance

A 19 0% reduction in absolute emissions was achieved
for 2024 (five year roling average) in comparison to
2021 baseline {Scope/category 1& 2 This 15 dug to
seveial factors, most notably with 2024 being the first
full year without our Singapore gnd smaller
Towanase site being included in the calculation due
to therr closure, along with the Pennsylvania facility
not being operational and the scaling down of the
Silicon site These erganisational consolidation
exercises resulted in a significant drop in electnc and
gas consumption However, direct emissions
increased 11 the penod due to the introduction of naw
reactors and permitling changes which now allow
increqased hours of reactor operations

Other elements such as ar travel withessed a
significant rnse during the years since the restrictions
Imposed due to the global pandemic were fted
across the globe However, n 2024 with tighter control
over business travel a decrease N emissions from
business travel was seen For the first tme we hod
some GHG emussions increase from losses of
fluorinated gases in some site cooling systems This 1s
disappointing and these situations will continue to be
rmonitored to ensure they remain controlled

Certification

In 2025 IQE will be fully audited to re-certfy to the 153
14064-1 standard, to ensure we have maintained our
high stoendards of emissions reporting This waill
represent our fourth year of certification

0 0

Environmentual Environmental
breaches reportable incidents
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Emissions data
Inventory summary {mandatory 1SO 14064 criteria) tCO.e )

Catagory (B0 140641 2018) {I~0 naom-qt‘;%%%s) 2048 2024
Catagory | Direct emissions Scope | 2,757 3,455
Category 2 indirect ermissions from imported energy {location-baosed
method) Scope 2 15,068 14,328
Categery 3 Indirect ermissions from transportation Scope 3 968 519
Category 4 Indirect errussions from products used by orgonisation Scope 3 8h 852
Category 5 Indirect ermissions associated with the use of products
from the orgomsation Scope 3 0 0
Coategory 6 Indirect errussions from other sources Scope 3 0 0
Total direct emissions 2,757 3,455
Totalindirect emnssions 16,847 15,699
Total gross emissions 19,604 19,154
Category | direct removals 0 0
Purchasead smission reductions 0 0
Total net emissions 18,604 19,154
Emissions Intensity (Operating revenuefgross tC0O.e) (Em)
Total emissicns 177 50
Total Water Use Volume and Sources (cubic metres)
2023 2024
Municipal Supply 133,516 78,724
Recycled Water 0 3,057
Purchased Water 508 7586
Total Water 134,124, 82,537
Waste generation (tonnes)
2043 2024
Landfill (Non-Hozardous) to Land 54 49
Recycled 1670 1,377
Hazardous 266 203
Energy {Incinerabtion) 25 25
Total Waste 2015 1,654
Ehergy consumption summary
2023 2024
Naotural Gas 9,260,578 9,177,207
Electricity 49,858,608 47,918,407
IQE Annual Repart and Accounts 2024 49
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TCFD Report

Climate-
related
financial

disclosures

Task Force on Climate-related
Financial Disclosures Statement for
the year ended 3i December 2024

Introduction

IQE has a unique opportunity to contnibute to global
sfforts towards o sustamnabte future Cur products will
enable the tronsitton to clean enargy, whether that be
through the use of renewable energy, enargy storagse,
efficient power Inverters or the many other
applications where compound semiconductors offer
better and more efficient performance At IQE we are
anthuswastic akout the (ole wa have to play inthe
greener future and we are embracing the envirenmental,
social and governance ( ESG ) considerations to
runming a modern, diverse global business

Whiist IQE has prioriused rts financial and business
performance throughout 2024, we have continued to
rmake steady progress in the assessment of our
chmate-related nsks and opportunitias With the help
of our external consultants, we have completed a
chmate change scenario analysis providing a
comprehensve, data-driven examination of the
chmote-related nsks most lkely to affect IQE s faciittes
across our three cnical regions and focusing on our
largest sites in Cardiff and Newport in South Wales,
North Caroling, USA and Hsinchu City in Taswan

On 24 October 2024 our near-term and Net Zero
targets were approved by the Science-Based Targets
initative ($BT), validating IQE's Scope |, 2 and 3
long-term target ambiions and alignment with SBTls
15 degrees mitigation pothways for reaching Net Zero
by 2050 or sconer The S8Tiis a lsading climate
action orgamsation that has developed standards
ond tools which allow componies to set greenhouse
gas emussions reduction torgsts in ine with what 1s
needed to keep global heating below catastrophic
levals and reach Net Zere by 2060 at iotest
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Tom Dale
Chief People Officer & General Counsel

Compliance Statement

IQE 18 registered on the AlM segment of the Ltondon
Stock Exchange Wa have reported on our Climate-
related Financial Disclosures using the Task Force

on Climate-related Financial Disclosures (‘TCFD')
framework We consider our disclosures to be
consistant with all TCFD recormmeandations and with
the chimate-related finoncial disclosure requirements
under the Campanes (Strategie Report) (Clmate-
related Financial Disclosure) Regulations 2022 we
have structured ocur TCFD report In line with the four
TCFD pillars Governance, Strategy, Risk Monagernent,
ond etncs ond Targets

You will also note a number of cross references
through our TCFD report to other sections in the
Annual Report where additional relevant information
1s available

"We have made good
progressin 2024 ina
challenging business
environment and remain
committed to reducing the
impact of our operations
on the environment.”
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Disclosure
TCFD pillar rRecommended disclosure locations
Governance Disclose the A Describe the Board s oversight of chmate-related nsks ~ Page 52
organisation s governance around  and opportumties
climate-related nsks
and opportunities B Descnbe management s role In assessing Page 52
and managing chmate-related risks ond opportunities
Strategy Disclose the actual A Describe climate-related risks and opportunities the Page 53
and potential impacts organisation has identified over the short, medium and
of cimate-related nsks long term
and opporturities on the
organisation s businesses, stratagy, B Descnbe the impoct of cimate-related nisks and Page 53
and financial planning where such opportunities on the organisatton s businesses, strategy
Information 1s matenal and financiol planming
C Describe the resilience of the organisation’s strategy, Page 59
taking into consideration different cimate-related
scenanos, ncluding a 2°C or lower scenaro
Risk management Disclose how the A Desciibe the organisation’s processes for identifying Page 60
organisation identifies, assesses and and assessing climate-related nisks
maonages chimate-related nsks
B Describe the organisation’s processes for managing Page 60

chmate-related risks

C Describe how processes for identifying, assessing and  Page 60
managing chmate-related nsks are Integrated Into the
organisation's overall risk management

Metrics and targets Disclose A Disclose the metrics used by the organisation to assess  Page 60
the metncs and targets used climate-related nisks and opportunities in ine with its
to assess and manage relevant strategy and nsk management process

chimate-reloted nisks and
opportunities where such
information 1s matenacl

B Disclose Scope |, Scope 2 and, If appropriate, Scope 3 Page 60
greenhouse gas {GHG) emissions, and the related risks

C Describe the targets used by the organisation to Page 60
managed chmate-refated nsks and opportunities and
performance aganst targets

Governance Framework

IQE's governance structure - climate-related focus

—_—

—_—— 1 1gE plc Board of Directors l— s -|
_ I

L

-. s Tt - S S
L Audit & Risk Committee J ESG Committee Remuneration Committee

— —_———

| |

l: Group Risk Committee —-< ESG Working Group } —— Exec ¢ Leadership Team ‘
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TCFD Report continued

Board's oversight of chmate-related risks
and opportunities

1QE s committed to doing busineass n on ethicot ond
transparent manner In 2024 the Booard and its
Committees have been fecused on guiding the
Group through a challenging business environment
and, where possitle. aligrning the Group s £SG
strategy with the Group’s short-term business needs
The Board has therefore focused the ESG strategy on
mimmising the Group s long-term carbon impact
through site consolidation and the chimate-reloted
opportunities arising from the growth in Power and
Display markets

Throughout 2023 ond 2024 the Board worked with
management In the development of IQE's Scope |,
Scope 2 and Scope 3 targets under the Science-
Based Targats smtiotive ('SBTY) The Board 1s pleased
to see that the Group's SBTI targets were approved
and 1s commutted to reducing the Group's emissions
to at least the expectations of the SBTI The Board also
supported management with our climate scenario
analysis and the ocutput of that work 1s set out in this
report

Role of the Board and its Committees

The Board delegates the oversight of certain ospects
of the Group's ESG strategy to its Committees and,
whare not all of the Board 1s prasant at the
Committee meeting, the Board receives verbal
updates from the Committees at the next Board
meeting 0s part of IQE s overall governaoncs
arrangernents reloling to ESG, as summansed in the
diagram on page 51

The ESG Committee monitors and oversees the
execution of IQE's sustainatulity strategy, including the
monttoring of the Group’s prograss against our Net
Zero and SBTi targets through its review of the Group s
ermussions data Further details on the ESG Committee
can be found on page 82 The ESG Committes cims
to meet twice a year and provides strategic guidance
and scrutiny of management’s assessrment and
managermsnt of climate-related risks and
opportunities, and reports to the Board following each
meeting of the Committee

The Audit & Risk Commuttee reviews the impact of
chmate change when considering the Group's
significant and emerging risks Whilst the Group s
cimate-related risks are emerging and less significant
than some of the other nisks that the Group has dealt
with through 2024, the review and rgporting of
chmate-related nsks and opportunities 1s subject to
specific requirements and standards and are therefore
captured and reported to the Audit & Risk Committee
Ploase see page 76 for more dataill on the Audit & Risk
Commuttee and its activities during 2024

The Remuneration Committee considered the
applicabiity of cimate-related performance
objectives for the long-term incentive awards made
to Exacutive Directors in 2024 and, given the Group's
primary focus on improving financial performance, it
wOs ogreed thot these were not curiently appropnote
performance measures for the Executive Directors
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Whilst the Remuneration Committee will reconsidar
the applicabiity of chrmate-related performance
measuras in determining performance measures for
2025, it 1s hkely that the Remuneration Committes will
continue to focus management’s performance on
the Group's short-term financial performaonce and
the outcomes of the announced Strategic Review
Further information 1s provided in the Remuneration
Committee Report on page 83

Role of management

The Executive Leadership Teom ( £1T) hos estabhshed
a Group Risk Committee compnsing members of the
ELT and other key management stakeholders within
the business The Group Risk Committee considers
ctimate-related nisks and opporturities as part of s
overall consideration of the Group’s maternial nsks and
opportumities through the Group Risk Register, and
reports to the Audit & Risk Committee See poge 62
for further detart

Jutta Meler, Chief Fxecutive Officer and Chief
Financial Officer, 1s the Board Director with ulbmate
responsibility for the Group’s cimate change-related
Issues Tom Dale, Chief People Officer and General
Counsel, is the ELT member responsible for the
dehvery of IQE’s sustainability strategy ond also chairs
the Group Risk Committee IQE has established a
management working group which meets at least
quarterly and comprises the Chief People Officer and
General Counsel, Group HSE Director, and Head of
Global Supply Chain and other stakeholders from
across the Group as required on speciic areas The
working group drives the day-to-day actions for IQE's
ESG ogenda Management reports to the Board
through both the ESG Commuittee and the Audit & Risk
Committee, as described above

Management has been focused in 2024 on
understanding and daveloping IQE's chimate-related
nsks using a quabtative scenano andlysis, and In
achieving approval for IQE s SBTI targets Climate-
reloted opportunbes continue to ke considered s
part of the Group s strategy and near-term objectives,
although management's pronty will continue to be
the Group s business performance In a challenging
market environment. Cimata-related nsks will continue
to be meonitored ond assessed and, given thenr
nature, factored into the Group's longer-term planning
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Strategy

Identified climate-related risks and
opportunities

in 2024, with the help of our external consultants, we
completed a qualitative cimote change scenario
analysis providing a comprehensive, data-driven
examiation of the climate-related risks most likely to
affect IQE's faclities across our three crntical regions
and focusing on our sites in Cardiff/Newport in South
Wales, North Caroling, USA and Hsinchu City in Tawwan
These sites were selected based on theirr geographical
dispersion and importance to the Group, ensunng
that we ientified the range of chmaote-reloted nsks
most likely to impact our operabons

Our climate change scenario analysis considered
chimate change using two diverse scenanos Firstly, o
low carbon pathway based on Reprasentative
Concentration Pathway (RCP) 45, ahgring with a
global temperature nse of approximatsly 15 degrees
This 1s the pathway which reftacts scenarios in which
globail efforts to reduce carbon emisstons are
relatively successful Secondly, a igh carbon
poathway based on an RCP of 8 5 which projects a
moie extreme global termperature iIncrease of around

Time horizon Year from Yearto

The impact of risks was assessed across the short, medium and long-term, defined as

Rationale

4 degress, reflecting a future where carbon emissions
remain high, and mitigation efforts fall short We
intend to use this analysis to gain a deaper
understanding of the climate-related nsks thot could
disrupt our operations considening those two distinct
global pathways

Risks were asstgned one of three classifications
based on the andalysis

1 pMimimal — nisks with a low likekhood of impacting
IQE's operations under weather warming pathway
These rnisks do not require any immediate action
but are noted for potential future Monitonng

2 Moderate — risks that present a relative potential for
climote-related impacts, though not yet requiring
urgent intervention These nisks will be penodically
monitored t6 ensure IQE can response swiftly if
condiions worsen

3 significant - risks with a high likelihood of senous
impacts on IQE's operations, regardless of the
warming scenarno Thase nsks wil be subjact to
further onaolysis by IQE's nsk monogement process
to determine therr financial materiality ond to
inform development of appropnate mitigotion
stratagies

Shortterm 2024 2029 Aligns with our short-term financial planning and viabilty
assessment penod, current business strategy planning and
near-term SBT targets

Medium term 2029 2034 Aligns with expected technology cycles relevant to the Group’s
straotegy

Long term 2034 2050 Aligns with our long-term Net Zero cormmitment, long-term SBT

targets and will align with the useful Ife of many of the
corganisation's assets

IQE Annual Report and Accounts 2024
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TCFD Report continued

Our climate change scenario analysts used several
key chimate models and reports, including

+ Coupled Model Intercomparison Project Phase 5
(cMIP5) projection from the world Climate
Research Programme Provides global climate
projections bosed on multiple chrmate models and
scenonos

+ Shared Socloeconomic Pathways (SSP)
projections from the World Bank Incorporates
SOCIO-gCONOMIC SCenanos to project future cimate
risks and ecoenomic impacts

+ UK Climate Projection 2018 (UKCP18) projection
from the UK Climate Resilence Programme
Provicdles high-resolution climate projections
specific to the UK, mcluding the Cardiff-Newport
region

+ Chmate Change Scientific Report from Tawan s
National Science and Technology Councit Offers
region-specific projections for Taiwan, particularly
relevant 10 1GQE's Hsinchu City operations

- Fifth Assessment Report of the Intergovernmental
Pane! on Chimate Change (IPCC) A cormprehensive
global review of climate science, mpacts, and risks

+ Localized Constructed Analogs (LOCA) from the
Us National Oceanic and Atmaospheric
Admimistration Provides localised chimate
rmodelling based upon the CMIPS projections

- ‘Net Zero by 2050° report from the international
Energy Agency (IEA} Exarmines pathways to
achieving Net Zero ermissions by 2050 and the
assocrated transition risks

Several supplementary studies and reports were also
consulted to ensure the broadest possible consansus
from acaodemic and scientific communities The
integrabon of these sources atlows the analysis to
incorporote o wide range of views and mocdels,
enhoncing the rehablility of conclusions

We assessed the tronsittonal and physical chmate
nsks which we determimed to be most retevant o
IQE s businass

Transitiondl risks

Transitional risks are those associated with changes
in the way marksts operate, and which maoy result
from tegal of regulatory changes or consumer habits
as we transiiton to a lower-carbon economy

+ Energy security - As global energy markets shift
towards low-carbon sources, there 1s a risk of
supply shortages or nsing energy prices
particutarly under scencrios where renewable
energy Infrostructure developments lag demand
As 0 tigh-tech manuioctunng compuny, IQEs
energy consumpton s predorminantly driven by
electricity and so our assessment focused on
market fluctuations and the avalability of a stable
renewable energy supply to mest our smissions
reduction targets

+ Carbon pricing - The introduction of carbon taxes
and pricing schemes could increasea operational
costs for IQE, especially considering our energy-
intensive manufactunng processes Understonding
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how these costs may evolve under different
emissions scenarios Is crucial for financial planming
and maintaining prohtabiiity

In addition to the key traonsitional nsks identified, we
also considered political risks and customer risks and
hove determined that these nisks are currently of
lower materraiity 10 1QE

Physical risks

+ Heat stress - Rising temperatures and moreg
frequent heatwoves pose o risk to workforce
productivity and could increase cooling costs for
our manufactunng facilities

« Sea levels nse - Facilities In or near coastal or
low-lying areas face potential nisks from projected
seq level rises This could lead to episodic flooding
during nigh tides and storm surges, potentially
damaging site infrastructure and site accessibility

+ Flood nisks - Increased precipitation and more
Intense storm evants slavote flood nsks for focihtes
Flooding domage could damage IQE's
infrastructure, cisrupt operations and iImpact
supply chain continuity

In additon to the key physical nsks idantified, the
assessment reviewsd several other minor physical
nsks that could affect IQE's operations, Ncluding
witdfire and drought, though these pose lowsr levels
of direct threat across our regions

We have reported only on the nisks which we have
assessed with a moderate or significant classification
In the tables below

IQE Annual Report and Accounts 2024



Transitional risks

Strategic Report

TCFi Time
Risk Risk cescripton ::glggoty Polgnuol impact WMugoling actons honzon Metrics & targels
Energy As global energy Policy & The Group s $IT@ IN Wea expact the Tawan Medwm  Scope tand
Securnity markats shitt towards  Legolf Hsinchu, Tamwan 1s government 1o to Long Scope 2
low-carbon sourcas, Reputanon  subject to sigrifcant rmplament the emissons from
there is a nsy of supply chmaoto-relored nsks nvesImenis reguired the Tonvan site
shortages of nsing from Energy Securnty to meet its stated
aneigy prces, Tamwaon s encrgy supply  renewable energy '
parucularly under 15 heavity dependant targets which include
scenanos where on mported tossil fugls, being Nei Zero by
ranewabite encrgy making it highty 2050 Tho
infrastructuse susceptible to global sermconductor
developments iog fuel price fluctuations, Industryais a cruciol
demand which may therefore part of Tawans
rasultin anincrease i economy and we
IQE s operating costs would therefore
Tawan also appears to  expeci that the
have inuted access to  industry will be
stable renewatle appropriately
energy sourceswhich  supported through
rmay hinder 5 energy  this bansiion phase
socurity and 1ts when available the
proposed transition o Group will also logk 1o
Net Zoro The requirgd  capitalise on
Invastment in renewable energy
ranewable energy contracis
SOUrCas may raise
anargy pnces and
therefore IQE s
operating costs
The Group s siie n wa expeci policy Medurn  Scopeland
Graensboro, Norih developmants in olong  Scope?
Caroling 1s subjoct 1o Nerth Caroling o enmIssions from
moderata chmaie- provide the tho Nosth
related nisks from necessary financial Caroling site
Energy Secunty While  support, regulatony

North Carelina has
made stiides in
renewabla eneigy, with
26% ol its enargy naow
sourced from
renawables 1L 1s our
assessment that the
state s Cleon Energy
Plan lacks concrate
policies 1o reoch Its
target of 70%
renewable energy by
2030 This leaveas somao
uncertainty in futura
encrgy ovaltability and
cost stabiity
potenually affecting
IQE s operating
expenses N Its switch
1o renewable energy
Recent pohucal
changes m the US, ond
the state, may rasuliin
adjustrnants 1o North
Caroling s ranewabie
energy plans.

tromewory and
technolagical
advancements Lo
achieve the clean
energy targaets
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TCFD Report continued

Transitional risks

1Cro Time
Risk fisk dgscription category Polentclimpal mMitgaiing actions hotizon Matnes & targets
Carbon Pricing  The introdluction of Policy & The Gioup s sie in Waexpect to secure Medium  [nergy prices m
carbon axes and Legal Hsinchy, Tawan 1s renewable energy Tamwan
prcing scharmas could Subject to moderate contracis when
ncraase operavonal nsks relating to corbon  available to hedge
costs for IQL especially pricing Taavan has against luture nses in
IN QU @Pargy-ntensive rocently introduceda  energy costs We will
manufccluring carbon iee system also work closely with
Processos which could imposo the Mimstry of
Undarstanding how addiuonal financial Environment 1o
these costs may evolve costs for IQE especially  ensure thot IQE has
under different if these fees nse over the opportuntty 10
@MmISSIoNS SCeNaros 1$ tirme beneli; from any
crucial for fmancial beneficiol rates
planmng and aligned with mesting
Mamainng corbon reduction
profiabihty targets
Supplychain  Supply chain nisks Polrcy & Increcsed pricing from  Muln-sourcing from Madiem  Weorlang Capiial
risks rolaung to (a} tegal suppliers as they sea¥  diverse geographtcal Levels relating
ascalating costs from  Morkat to pass on nsing ¢osis  arecs, wharo possible, to substrates
nsing demand ter rare and increased working  appropriate inventory ond other raw
earth matanals kg capual lavals ta haold lovels to minigote matanals
galium or (b) oxtreme suffictent nventory shart term
woather avents NUCTUaNINS 1N supply,
disrupting tha supply of long term contracts
essental matenals and with kay suppliers
componants, whether
nationelly or
mtermnationally
.
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Physical nisks

Physical risks are the exposure of our assets or valus chan to physical hozards caused by the effects of
chmaote change We have considered thrae key physical nsks reloting to Heat Strass, Flood Risk ond Tidelnes

Physica) risks

Crop Metrics &
fash Resk. dgscripton cotegory  Polental impict wMrugating actions targots
Heat Stress Rising temperatures acutef The Group s site in Nurmber of

and more frequent Chromie  Greensborg, North additonal cooling days
heatwavas pose a fisk Caroling 1s subject 1o copacity 1o kesp operations ara
to workforce Q significant risk manufaciuring disrupted due
productivity ahd could rolobng (0 Heot Stress  equiprnent within o exrgrme
Increaso coeling cosis RisINg tempaoraturos oporaing himis and temperatures
tor our manulactunng are expocted to Revenue loss
faciities signihicantly increase  comiortable working from sita

the number of disruption

high=haat days, which

may elevate cosling Insurance

dermonds and premiums

operaung Costs

impacting both

energy consumpuon

and wortforce

praductivity The

Graensboro site will

need o mplement

cdditenal adapltive

MOaSUIes to Mainiein

sole ond comionable

warking environmant.

The Group s sito in Number of

Hsinchu Tamwan, is additional cooling days

subject 10 0 moderate  capacity 1o reep operctions are

nsk reloung 1o Heot manutactuiing dissupled due

Swress Rising equipment within to extrame

temperaiures are operoung limits and lemperaiures

expected o ncrease Revenyue loss

the number of heat comiortable working from sita

strass cays, which disruption

moy impoct

operanonal efficiency insurance

and workioree premiums

productivity, and
require addiional

adoptive measures 1o

maintoin safe and

comtoriable working
envirgamaents Highar
cooling costs relating
1o oir conditioning will
Increase operational

COsIs

IQE Annual Report and Accounts 2024

57

Strategic Report



TCFD Report continued

Physical risks

Risk Risy desgriphon YCFD Poteniol impoct MIBgaung oclons time Melrcs &
Lategory harizon largets
Flood Risk Increased precipitation  Acutle The Group s sita in IQE’s sites are Long Number of
ond mora intense Morth Carolings appropnately term days
storm events elevate subject to patenually  inswred for assetf opaerations are
Hood nsrs tor taciities signiicant rivenne ond  property damoge as disrupted due
Flooding domage surface flooding, well 05 business 1o fiooding
could damage IQE s parucularly under the  inferruption North avents
INToSInUCiuTe disfupl hgnos corbon Carehng s on oren Revenue 10ss
oparauons and impact pathway, dus to with sigrificant from site
supply chauin contwty mcreased rantalland  social, econamic distupuon
extrema precipitation  ond polncal
doys ond the proximity mporlance insurance
of the Eastfork Deep  particularly for the premiums
River semiconductor !
industry, and we
would axpect local
or nasanal
intervontion 1o
addrass tha risks of
tiood In cdditon, IQE
will congiger tho
M long-term wiability of
the site ot the
approprnate
Jancturas i us lease
Seda Lovel Rise Facihias in or necr AcUto The Group s sitas We woutd expect Lorg Number of
coastal or low-lying Corcliff and Newport,  substantal term days
areas face potental South Wales, faces govamment operations are
ns¥s trom projecied poienticlly moderate  intervention o disruptad due
sea lavel nses This fIsks rolating to sea miugate the mpacts to flooding
could lead to aprsodic level rises Projecbons  of sea level nises, evants
flooding dunng high indicate that sea level  Including ihe Revenue loss
tides and storm surges, nsas could place paris  construcuon of flood frorm sie
potenually domaging ot Cardilf within the detances, seawclls distuption
site infrastructure and rruts of tuture udelne  ond storm surge
sita accassibity boundarnas, barners, aligned with insurance
haighiening sk gt urban planmng prermiums
ydal tiooding, policios
parucularly durtng

gxtreme waathar
events or high udes
whiist the Newport site
15 not directly
vuinerable (o rsing
sa0 Jovels, polental
accass-ralated nsks
axst becouse the locat
rood ond rail notwark
could be impacted,
affecting supply chain
cananuity and
omMployoo commuios
during penods of lugh
tide ar coastal
flooding
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Opportunities

opportunties Opportunily gescripson Tcro Potentialimpaoct wMiigatng aclons Tine Matrics &
category honzon targo1s

Incregsed demond The tronsipn oo Morket, nnancial overall N/A Short Revanueas irom
for products low-carbon economy  Products  revenue growth trom GaN-based
enablingmproved requires significant and ncreosed sales ot products
efficiency and Imvastmaent iIn Mora Sarvices, GaN-based products
clean anergy sustainabie Resouice Operations decrease

tachnologies and thiciercy 5 scope 3 GHG

product selutions GanN
powar preducts, core
1o IQE s strategy, will
enable Innovobon and
developmant in areas
such as batternes and
chargers

emissions

Impact of climate-related risks and
opportunities

wa have identified cimate change as o principoi risk
for IQE but note that the most significant impacts are
Ikely to be felt over the long-term, beyond current
planming cycies The transitionai and physical risks set
out on pages 55 to 58 provide an explanation of the
impact across IQE s key geographical areas of
operation and our largest manufactunng sites, and
the nature of that expected impact.

Chmate change also represents a source of maternal
opportunity for IQE Qur principal opportunities relate
to the greater efficiencies provided by GaN power
seniconductors and our existing R&D expenditure
and product roeadmap are already well aligned to
these opportuniies and will have a key role In the
Group's strategy over the coming years Power
serniconductors address structurally growing
markets which have a key fole to play n
decarbonisation and addressing the impacts of
climate change The Group is well placed to support
our customers with the impact of chimote change
ond the transition to a lower-carbon economy due to
the performance and efficiency benefits provided by
compound sermiconductors

IQE annual Report ahd Accounts 2024

Resiience of IQE's strategy to cliimate-related
scenarios

The scenanos used N Qur cimate scenarno analysis
arg exploined 1n more detall above and have been
selected to understand the range of possible
outcomes on the Group We believe, given the currant
assessment of nsks that may impact the Group and
our current mitigation plans, that our cimote risk
exposure 1s moderate in the medium to long term We
do not beleve that any ssgnificant additional capital
expenditure or changes to business strategy are
required as a rasult of predicted chmate changes
and we can incorporate chmate risks iNto our
business-as-usual activities The Board does,
however, remain aware of the sver-changing risks
attachad to climate change and will regutorly assess
these risks agdinst judgements and esbmates madse
0 the preparation of the Group s inancial
statements, and against the Group s other principal
rnisks

IQE s strategy 1s well aligned to addressing global
technology challenges Our products address the
Automotive and industnial sectors where electnc
vehiclas, autonomous drving technology and power
systems dermand advancad semiconductors for
better performance and energy efficiency The
prolferation of artificial ntelligence is drving growth
across a wide vanety of Cormmuricoations,
Infrastructure and Secunty applications by enabling
faster data processing and morg efftcient network
management, Including data centres, fibre networks
as well as the expansion of 5G/6G wireless
infrastructure Advanced power sermiconductors will
be required to mitigate the energy usage drniven by
artificial Inteligence, and our connect and sense
products will be required 1o oddress the tronsfer ond
management of data
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TCFD Report continued

whilst we have more work to do in in assessing the
financial ymplications of the nsks wentied in thus
report, the Group's currently considers that climate-
related nsks are emerging and not currently matenal
to the achievement of the Group s strategy

The outputs of our chmate change scenaro analysis
work s on pages 58 to 60 The mitations of this
scenario analysis are

« Uncertainty in climate models - our scenarsno
analysis work draws from @ range of studies that
use diffarant climate modals, each with thar own
assumptions ond methodologies Often these
provide relatwely hugh level global and regronat
foracasts There s mherent uncertainty In how
chimate nsks will manifest at a local level,
particularly as globol responses to climate change
avolve
Vornability In nisk outcomes — areas identified os
howing sigmiiicant chrmate-reloted nsks may not
axpanence Impacts as severe as projscted,
depending cn how cirmaote change unfolds
Conversely, areas identfied as low rnsk could see
risks escaitte due to unforesean factors, such os
shifts in regulatory frameworks, technological
advances, of socio-economic devalopments
+ Dynamic nature of nsk ~ climate-related risks are
dynamic and therr likelthood and potential impact
may vary over {ime

The Group beligves that its opsrations are resilient
against potantial impacts of clirmnate nsks and that it
1s well placed to be able to support our customers
with the impact of cmate change and the transilon
to ¢ lower-carbon economy We will do ths through
the performance and efficiency benetits provided by
compound sermiconductors

Risk management

Identitying and assessing climate-related risks,
and integration with IQE‘s overall risk
mandagement

The assessment of cmate-related ngks and
oppoertunities 1s integrated into IQE's wider nsk
management procasses (see pages 62 to 67) which
aliows for cimate-related risks to be assessed
agamst our other prncipal and emerging nsks The
chart on page 63 shows the relative importance of
our chmate-related nsks aganst our pancipal risks,
and wa have taken the approach of qualitatively
aggregating our dentifled chmate-related nsks nto o
single risk tem for eass of dentification and
companson agonst our principal nisks The
identfication and assessmeant of our cimate-related
nsks 1s supported through our external consuliants
and internal stakeholders, such as our supply chain,
health & sofety ond tegal funchions The contribubon
of several mtaernal and external stakehotders allows us
to identify a range of potenual threots and any
emerging threats, allowing additional preparedness
to suppoit decison making

60

We intend to further analyse our Moderate” and
Sigruficant’ risks using quantitative methodologias to
further our assessment of the potential financial
implcotions and any required adjustmants to our
mitigation strategies that should be developed to
address and mimmise these impacts We will also
assess our chmate-refated physical nsks in the
context of our existing disaster recovery plans ond
business continuity arrangements Given the nature
of KOE's business where product quakfication
requirernents can be prohibitive in quickly transferring
producuon from one monufactunng site o onothes,
the Group will need to devslop appropriote
conbngenciess ond plans to oddress the nisks of
chmate-related disruptions As noted obove andin
the Risk Report on page 64, the Group's assessment is
that ciimate-related nsks are minor in the short to
medum term ond moderate over the longser term

Managing climate-related risks

Agawnst a challenging business backdrap, this year
we have made good progress In identifying the key
chmate-related risks that are lkely to impact IQE
Chmauate-related nisks were clossiiied os either
‘Minirnal, Moderate or ‘Significant’ ond those
classified as Moderate’ or ‘Significant’ were included
N our group nsk register and raported using wider risk
rmanagement processas identified on pages 62 to 67
This process allows the proper prioribrisation of risks
and ensures that the significance of chmate-related
nsks s considerad In relation to our non-chmate-
related risks The Group’s approach to a sk 1s
determined by the nsk score through our probabtiity
and wnpact matnx, which in term influences the
required mitigation actions required to bring the risk
score In hine with the Group's tolerances

The Group s cimate-related nsks and opportumnties
are outlined on pages 55 to 59

Metrics and targets

Qur metrics and targets

In 2022 we made our commitment to ochieve Net
Zaro carbon neuirality across our operations by 2050
and we achieved certification for our Scope 1, Scope 2
ond Scope 3 targets from the SBTi in October 2024
We disclose our matrncs ralating to the reduction in
greenhouse gas emissions {GHGS) In Ine with the
GHG Protacol A Corporata Accounting and Reporting
Standard Our torgets for GHGs ara cisclosed m the
environment section on page 48 and are in ine with
our SBTI cornmuirnents and we plan to develop the
costed actions to achieve these targets

We also disclose a wide range of metncs to help us
track our progress ocross a number of cimate-
reiated areas This includes slectricity consurmption,
GHG emissions and water usage, as denttfied in the
environment section and SECR reporting on page 48

The risk and opportunities table on pages 55 to 59
provides further information on the metncs and
targets we have identified so far and how these are
ralevant to the trocking and miigotion of those nsks
oand opportunities
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Risk management

Our approach and
appetite for risk

Wa recogruse rnisk as an inherent part of our business
opergtions and we approach risk with the same
deliberate, strategic consideration as other aspects
of the business The effecoive management of risk
contributes significantly to the successful dalivery of
the Group’s strategic plans ond objectives The Group
Risk Committee monitors the rnisk environrment, in
particular those nisks identfied as principal or
emerging risks on a reguior basis, and the Audit & Risk
Committee reviews the Group's financial controls and
systemns that identify, assess, manage and monitor

fincncial nsks, and other internal control and fisk
management systems Plecse see page 76 for further
information on the Group’s review of its hinancial
controls The Boaid 1s responsible for the overall
stewardship of nsk management and internal control

The Group Risk Commuittee considers risks using o
top-down and bottom-up approach, with the
committee members obtaining input from around
the business, which together with oversight and
support from the Audit & Risk Committee and the

Board J
Reports to s
Audit & Risk Committee
Iw<)rlu'. with & ]
(| Group Risk Committee
.

The Group manages its
prncipal and emerging

Risk Reviews

- Regular reviews of Group s principal risks

nsks through internal
subject matter
expertise and internal
processes, and relies

on the oversight of its

Risk Assurance

+ Speciahst functions setting policies end
perforrming reviews

Group Risk Committes,
the Audit & Risk
Committee, the ESG
Committee and the
Board for broader

review and governance

Risk Register

+ Group nsk rogister mointained and reviewed by
Group Risk Committee

« Sites, business units and support functions provide
specihic nsk registers far review

of the Group’s nsks The
Group does not
currently have a
dedicated internal
audit function but key
risk-related functions,
such as fingnce, Heolth

Bottom-up reviews

& Sofety and Trade
Complancs, are

Operating sites, business units, support functions, R&D

managed at a Group
level and conduct
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audit of site-bosed
activities

Anngniunoasy
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Boord, creotes an effective system for momtonng,
planning ond developing & Group-wide culture and
approach to nisk The Group Risk Committee
periodicolly reports to the Audit & Risk Committes on
the Group’s principal nsks and the mitigating actions
being taken to addrass those nsks

In 2024, the Group continued the integration of its
procasses for the wentification, evaluation and
reporting of chimaote-related nsks and opportunities,
Qs set out In the Task Force on Cimate-related
Financial Disclosures statement on pages 50 to 60
The Group was dlso rightly focused on the financial
impacts of the continuing softness in the broader
semiconductor iIndustry market and the impact of
macroeconomic factars and global confiict, along
with geopoltical tensions with the potential to impact
the supplier of cnitical raw matenals including
Gallwm, Anbirmony and Germanum

The Group Risk Committee 1s responsible for the
maintenance and regular vpdating of Q risk register
which articujates the Group's principal nsks and the

octions being token to address those nsks The nisk
register 1s in o standardised format and includes the
lIkelinood of a risk matenahsing, and an assessment
of that nisk both before and after the Group s
rmitigation activities

Principal risks and uncertainties

We have mapped the Group's principal risks and
uncertainties to a probality and impact matnix to
assist meaningful companson of the relative
importance of those principal nsks and uncertainties
We have then included airows to indicate the change
In the nsk in companson to the prior year's
assessment We have used the residucl nsk for the
purposes of this mapping exercise, being the
probability of the nisk occurnng and the potenual
impact it may have, toking Into account any
mitigating actions that will be implermented The most
significant nsks are shown in the top night quadrant of
the chart

IQE Annual Report and Accounts 2024
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Risk management continued

@Health, Safety, Security and Environment

Context

Risk

Possible impact

Mitigation

Change in the year

The Group Operates a number of manufactuning sites which utiise potenticlly harmful
goses, matenals and equipment

+ Major incident at on 1QE site

+ Impunigs and potential loss of Iife

« Environmental harm (MATTE)

- LOss or suspension of required permits

+ Disruption to operations ond business activities
* Reputational domage

+ Health and safety strategy abgned with the business’ cultural development

» Strong internal controls, including technicai and engineering controls, focussing on

process safety methodologies
* Focus on process safety, barner management and layered protection
+ Continuous improvement of management systems ¢
+ Continuous auditing aand monitoring of produchons processes and equipment

« No change

®Capitul and liquidity @ @ ()

Context

Risk

Possible mpact

Mitigation

Change 1n the year

The Group's financial strength has been severely impacted by the prolonged
semiconductor industry-wide downturn and inventory correction cycle across key
sectors, broader macroeconomic fuctors and the delayed maorket odoption of new
technologies

+ Insufficient hguidity for day-to~day or to support the execution of IQE's strategy

+ Domage to business operations
Breach of banking covenants
Financial loss

* Reputational damage

Completion of convertible loon note fundraising te provide additional short-term
ligquidity

Strategic review to realise value not currently reflected in the Group s market
capttahsation ond to ensure the Group has a strong capital position for future
investment In 1ts core operations

+ Five-year plon with scenarno modelling
« Annual Group and departmental budgets to define the envelope of affordability ond

direct the capital managaement and iquidity managsement strategy of the business

- Monthly cosh flow forecasts

+ Budgetary, expenditure aond cost controls

+ Procurernant polcy

« Delegated authonty pohcy and lirmits

+ No change

@Climute change @00

Context

Risk

Possible impact

Mitigation

Change in the year

Long-term chmate-related risks to IQE's people, operations and financial performance

» Physical nsks reloting to heat stress, flood nsk ond saa level nises and transitionol nsks

relating to energy secunty, carbon pricing and supply chain disruption

+ Disruption to the Group's operctions

+ Disruption to the operations of our customers and suppliers

* Increased production and transportation costs

* Investment to mitigate cimate-related risks

+ Developrment of sustainable supply chain strategy

+ Development of Scope | and Scope 2 emissions reduction strategy

= Working with local and national government for required investments to mitigate

chrnate-related risks
+ Alignment of IQE s long term facility expansion and meaintenance activities to
address cimate-related risks

+ Dacreased risk

64
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@ Loss of key people @0

Context IQE's people are fundamental to its future success and IQE operates In a highly
competitive Industry for talent Cost optimisation iniiotives in recent years have
resulted in & lean workforce with some areas porhicularly stretched

Risk + Loss of key hurnan capital capabihies
Inability to attract talent

Possible impact + Inability to meet business demands
wage infllation

.

Mitigation + Development and maintenance of a positive company culture and focus on
employee weallbeing

Regutar woikforce planning including talent reviews, with o focus on high potential,
high risk and single points of failure

+ People development and retention plans

« Compensation to market reviews

Change inthe year - Increased nsk

@Internationul trade compliance @ @0

Context IQE operates across multiple junsdictions in a highly regulated industry impacted by
extra-jurisdictional controls on products, software and technoiogy

Risk « Fallure to comply with intarnational export control lows
Possible impact - Significant regulatory fines ond penalties

+ Financial loss

- Damage to reputation
Mitigation + Group-wide technology contro! plans

Appropnate separation of duties and SME auditing

Emptloyee trammng

Group-wide policies and processes to identify end use and end user
Development of products and technology that are not impactad by ntarnauonal
export controls

.

Change in the year - No change

Key Probability & Rare € Untixety @) Possibie € Likely @ Almost certain
Trend €Y Increased nisk § Decreased nisk @) No change to nisk ) New risk

Impact (¥) Negligible (=) Minor (=) Moderate (&) Major (&) Severe
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Risk management continued

@lntellectuul property @ @ o

Context The semiconductor industry 1s highly competitive with compsting intellectual property
nghts n the major junsdictions

Risk + IQE nfnnges the mtellectual property nghts of o third party
= Athurd party infringes, ac without authonsation obtoins, IQE s ntellectual property
rights
Possible impact - Loss of compstitive position

Financial loss
Significant legal costs
Reputational damage

.

Mitigation Implemeantation of robust terms and conditions to protect IQE's Intellectual property
rights

Employes tramning on intellectual property nghts and protecting confidential nformation
+ Implementation of intellectual property strategies aligned to the Group s business

strategy

Change in the year - No change

@Information technology & Cyber Security @ ©0
Context The Group pnimarnly functions using us wnformation technology systems
Risk + Cyber attack on the Group s IT infrastructure

+ Ransom-ware/spread of viruses or malware
+ Legacy system farlure or cessation

Possible impact + System failure, data loss and sustained disruption to production operations
- Loss of business-criical data
« Financial and reputotional domage

.

Mitigation Technical protection through active scanning and monitoring of the Group s internal
and external network

User raining to iImpiove cyber secunty knowledge

+ Periodic testing

Upgroding of aged IT infrastructure and devices

+ Netwark separation

-

Change in the year + No change

@Business environment @ @ O

Context Demand from tha Group s current and future customer bases may be reduced o there
1s a contraction In iNvestment,, changes In expected customer demand, cisruption
due to the geopoliical environment and/or the imposition of import tanffs or other
bamers o fres trade

Risk «+ Lower demand for the Group's products

Increases n kay caost drivers such as people, energy and raw matenals
Undermining of IQE's diversification stratagy into power and display markets
Impositign of tanffs reduces IQE's competitveness and/or causes disruphion to
globot supply choins

-

Possible impact « Decreass in sales volumes

Increased cost of production lkeading to a reduction in margins if not offset by
sufficient price Increases

Fallure to achieve longer-term business targets

-

Mitigation Proactive management of inflationary pressures through cost control and customer
rmanagement

+ Strategic focus on key growth markets in power and display

Focus on delivering product quahty excellence to maintamn IQE's position in supply chain
Product, market and customer diversification

The Group s direct product and row materiat iInput categonas are currently
unaffected by recent global tanff announcernents

+ Contractual terms that protect IQE s pricing/margin

Change in the year + No change

53] IQE Annual Report and Accounts 2024



@ Supply of raw materials : = X=Na

Context Geopolitical tensions have resulted n a specific nsk for IQE relating to the supply of
critical compound semiconductor row maternals such Gallum, Antimony and
Germanium, where current supply chain routes are reliant on exports from China

Risk « Increased pricing for raw materials and substrates incorporating raw matsrals
Supply chain disruption due to the imposition of export controls and/or global supply
shortages

Possible impact « Reduction in profit margin if cast ncreases cannot be passed on to qustomners
« Manufactuning disruption due to supply shortages, potentially resulting in reduced
revenue

Mitigation - Inventory building of key raw moternials
« Working with supphers to ensure inventory build of substrates
- Engagement with relevant government bodies and alternative maternial suppliers,
specifically suppliers outside of China
+ Long term supply agreements to mitigate pncing fluctuations

Change in the year - New principai rsk

Global conflict

The ongoing conflicts betwesan Russia and Ukraine and in Gaza are demonstrative of the increasingly
contested geopohtical environment IQE has been, and will continue to be, impacted by higher energy
prices which are, in part, a result of the confiict between Russia and Ukraing The Group has not been
matenally impacted by the conflict in Gazo but continues to monitor the impact of the ongoing conflict
Higher inflotton and the hgher nornal interest rates used by nahional governments to combaot inflation
are expected to have an impact on IQE consistent with the effects feit globally

Key likelihood & Low @ Medium €Y High
Trend ) Increased nisk §@ Decreased risk ) No change to nisk ) New nisk
tmpact () Low (=) Medwm (&) High
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Viability statement

Long-term viability

Viability statement

As required by provision 31 of the UK Corporate
Governance Code 2018, the Board has assaessed the
prospects of the Company over a five-year pertod,
considenng the Group s current inanciol posiion,
businass strategy and the results of it performing a
robust assessment of emerging and principol risks
(see poges 63 to 67)

The Board believes that o five-year panod 1s an
appropnote time frame for assaessing the Group's
longer-term viability Tius pertod s covered by the
Group's strategic planning horizon and considers the
nature of the Group's principal risks The Board
balieves that a five-year penod reflacts a perod over
which information and forecasts concearning demand
for the development, qualiication and production of
compound semiconductor walfers, 1s considered
reasoncbly relicble

The Board s key cntena for considening the Group s
viability is the maintenance of a nat cash position or
the ability to operate within agreed debt
arrangements, demonstrabing that the Group would
be able to mest its habiias as they fall dus

Whilst il of the nsks identified on poges 63 to 67 of
this Annual Report could have an impaoct on the
Group's performance, in making this assessment, the
Dwectors have considered the following 1ssuas which
could threaten the business modsl, future
performance, solvency and iquichty of the Group and
which, given the magnitude of ther potentiol impact,
the Board considers approprate for the purposes of
this assessment

+ The Group's current trading performance, which
haos remoned subdued os the Group continues o
expenence weak custorner demand and low
custorner orders ioliowing the global
semiconductor iIndustry downturn

+ The Group's iquidity position, ncluding its ability to
comply with financial covenants contained In
existing debt funding faciities and the ability to
renew, refinance or repay faciiies that are due to
expire within the five-year period

+ The Group’s ability to executs its strategy, incheding
the divestment of Group assets to repay existing
debt funding faciities and provida sufficient
funding to invaest into core operations and the
dwersificotion of the business into high growth
galtium mitride { GaN ) markets

The Group s subdued troding periormance, which
has resulted in o toss for the year of £38178000 and a
significant increase in net debt (excluding lsase
habiibes and far value gainsflosses on dervative
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instrurents) to £18,800,000, combined with a stower
than anticipated recovery 1n key market sectors has
prompted the Directors to initiate a Strategic Review
of the Group and take immediate actions to secure
short-term financing to strengthen the Group's
hquidity position

Short-term hquithty and funding actions inclucdie the
formal waiver obtaned pre-year end of the

3i December 2024 financial covenant tests
applicable to the Group s £28,000,000 mult-currency
revolving credit facility (RCF), the successiul
negotation of a Dged of Amendmant and
Restatement to the RCF to amend applicable
{inancral covenants and, the successful £18,000,000
convertible loan note fund raise completed on

10 March 2025, to provide the Group with additional
short-term hguidity whilst the Directors complete therr
strategic Review

The Directors, as part of the Strategic Review, ptan to
Tonse suificrent cash from the divestrment of Group
assets to repay the Group’s RCF and the convertible
loan notes and ensure that the Group has a strong
capital position to further invest in its core operations
In the first instance, this plan includss divestment
options for an IPO or sale of the Group § Tawan
operations where a successful divestment, at a value
commaensurate with the Directors expectations, would
ranse sufficient cash to repay the RCF, convertible
loon notes and provide suffrcient cash to iInvest into
core operations and the diversification of the
bustness into fugh growth GaN markets

Alongside the immedioate steps taken to strengthen
the haquidity position of the Group, and the ongoing
steps to divest Group assets to deliver a strong and
sustainable capital position for the future, the
Directors have also taken actions to rationalse cost,
strategically reposition and consohdate the Group s
manufactuning operations and invest in capacity and
technology asset development to support
diversifrcation into high growth GaN related markets

+ Cost rationalsation has primarily focused on labour
savings, incluchng restructunng of the Executive
Leadership Team (‘ELT’), operational sfficiencies as
the focus of monufactunng operations 1s
reposiioned and ongoing targeted reductions In
areqs of discretionanry expenditure across the
Group

Repositioning ond consolidation of the Group's
manufactuning operations has focused on
completing the closure of the Group s Pennsylvania
(US) facility, with the resultant consolidation of
molecular beam epitaxy (MBE) capacity into the
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Group’s North Carolina (US) site, delivering
improved production efficiency and margins in the
short to medium term, and the commencement of
the consolidation of the Group's South Wales
operations into its Newport (UK) site, delvenng
improved production efficiency and margins in the
medium to long term

+ Capital investment In GaN manufacturing capacity
ot the Group s sites in Newport (UK) ond
Massachusetts (US) provides capacity for growth
thot 1s aligned with the Group s strategy ond its
technology and product roodmap This ongoing
investrmeant in Gal capability, including the
complated commissioring of new Gai reactors, will
underpin the Group's diversification into high
growth odvanced disploy and power electronics
segments of the compound semiconductor market

Stress tests and scenarno analyses to determine the
Group's viability have been performed as part of the
assessment In performing these tests, the Group
considered o severe but plousible downside sCenarno
in which the Group s business performance 1s
odversely affected by o slower recovery in the
broader semiconductor industry aligned with its
going concern review and a reverse stress test
extended aver the longer five-year period This
assessment, including each indwidual stress test and
scenarno analysis, takes account of the actions
implementsad by the Directors to strengthen the
Group s balance shest and assumes that the
ongoing Strategic Review is successfully concluded,
with the Group ransing sufficient funding from the
divesture of assets 1o repay existing debt and provide
sufficient funding to invest into core opergtions In ¢
manner aligned with the five-year plan The Directors
have signed off on a plan to grow and diversify
revenues over the five-year penod and are confident,
based upon the current level of external interest, that
the Group will be successful In the divestment of 1ts
Tawanese operations and/or the sals of other Group
assets or operotions that is required to fund the plan
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The Diectors acknowledge that there can be no
certainty thot the divestment of Group assets or
operations can be concluded to repay exsting debl,
or, that existing debt can be refinanced pror to its
expiry dotef the Group 1s unsuccessful in divesting
assets that are sufficient to repay debt and fund the
Directors plan for the five-year penod

On the basis that the Directors expect to successfully
divest Group assets or operatiens at vaiuations that
are sufficient to repdy debt and fund the Directors
ptan for the five-year period, the Directors have o
reasonable expactation that the Company will be
able to continue in operation and meet its habilities
as they fall due over the five-year period to

3) Decernber 2029 .

Trus Strategic Report has been approved by
the Board and signed on their behalf by

~
)
&

Mark Cubitt
Executive Chair

12 May 2025
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Board of Directors

Leading the way

Mark Cubitt
(63)
Execulive Chaw

Jutta Meler

(59)

Chief Executve Officer & Chiaf
Financial Officer

o0

Mark Cubitt joined the IQE Board an
8 October 2024 and took ovar as
Exscutive Chairon 29 Octaber 2024

Mark 1s an accountant and has bean the
Non-Executive Chair ot both AlmM-listed
Beeks Financicl Cloud Group plc since 2016
ond also Concurrent Technologies pic
since 2020 Proviously Mork was the CIO of
Wolfson Microeloctronics PIC for eight
years frorm 2007 10 2004, and qlso
Non-Exacutive Chair of Suporglass
Holdings Pic i 2015 and 2016 He has adlso
served as VP ot Tinonce ol Jocobs
Engingenng and was finance Director of
Bobue Group Lig untt the sole of the
company to Jacobs Enginaerng n 2004,
whian he then took up o wider inance rols
within Jacobs
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Jutta Moeler joined IQE as Chiet
Financial Officer in January 2024
and betame Cheet Executive Otficer
on 29 October 2024

Jutia s an expenenced Inance execulive
who has held sereor pogitions at global
semiconductor companas for over

25 years She joined IQL In Jonuary 2024
from Imal Corporation, where sho served
as a Senior Finance Director at Inted
Foundry ServiCes SUppoTung inter's
Foundry business tronsformation

PTIOT 1o Joiming intel, Jutio served as Vice
President of Financs at Globalfoundnes
ne, a global leader  samiconducior
manutaciunng and she also held various
positons ai Advanced Micro Devices Inc
{AMD} a mulunational sermiconductor
company She holds an MBA trom
Technischa Universitat Dresden

Carol Chesney
FCA (B2)
Sanor independent Duector

000

Care) Chesney joined IQE’ s Beard in May
2019 and was appotnted as Senior
independont Diractor in Novemnber 2020

with a wealth ol Board expenence Carol
also serves as 0 Non-Executive Director
and Audit Chair for Hunting ple, Hill & Srrith
plc and Imagination Technologles Group
Limited Previously sho was Non-[xacutive
Diractor and Charr of the Audik Commitige
of Raruishaw plc and Bitia plc

Unul 2018 Carol served as the Company
Secratary of Halma ple, o FTSE 100 haclth,
safaty and environmental tachnology
group, having clso served as the group s
Financial Controller

Carol 1s o Follow of tho Institute of
Charicred Accountants in England ond
Wales, and queltfiad with arthur Andersen
inte UK
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Key for Committes membership

o Audit & misk Commitiee o Remunerauon Commitiee o Nomination Commites

° Cnvironmantaol, Social & Govoernance Commities

Victona Hull
(62)
Non-Executive Director

Harmesh Suniara
(54)
Neon-Executive Director

&-0-0—

Victona Hull joined IQEas
Non-Executive Directorin
August 2021 An experionced
Non-Executive Diractor,
Victoria Hull currently serves
Non-Executive Directorship
and Commuttee roles fora
variety of isted companies

She 15 the Senwor Independant
Daractor and Charr of the
Nominauons Committae for
Hkma Pharmaceuncals ple
Victorno is also g Non-Exgcutive
Orector and Char of the
Remungraoon Comimittee for
IMi plc and Serco plc. Pror to
these apponiments Ms Hull
hald an executve directarship
at Invensys, how Schhewdaer
Electric Having warked in
variaty of global compames ot
Executive Committee or Board
Igvel, she brings on exaensive
undarstanding of legal,
commerciil and governance
maiters Victona has o strong
background In corporote
fingnice and began her cargor
as a trance solicitor ot Clitford
Chonce LLP

Harmesh Suniara has over15
years' experience of working
ininvestmont management,
with a particular focus on UK
small and mid-cap equitios
including the technelogy and
hfe sciences sectors

He brings a wealth of oxperuse
In &cive engogerment with
componigs that Lombard
Odier has invested In, joining
IQE 5 Board in Junge 2023 Since
2017 he has worked as o
Partfoho Menager at Lombard
Odiar 1798 volanus, and pnor 0
this he was an Investment
Manager at Hendearsan
volanuis Capital and Gartmore
Investment Managemaent
Lombard Odier 1798 volanus 1s
o major sharchoider in QL
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O Chaw of Committeg

Bam) Bastani
(m

Non-Exacutive Director

Maria Marced
{(70)
Non-gxecutive Director

00— 00—

Bami Bastan: has o wealth of
axperience in the
semiconductor industry

I& joined IQE § Board
January 2024 after spending
sevan years at
Globalfoundnes, first as Senior
VP and GM of the Mobtle &
wielass Infrastructure Businass
Urat and then as Senior VP and
Senior Advisor to the CEQ os
well as GlobalFoundnes Board
member at the Global
Ssemiconductor Allionce [(GSA)
Prior to GlobolFoundnes Barmu
hald Prasident, CEQ and Boasyd
member roles at Meru
Networks, Tndeni Microsystems
and ANADIGICS Bami brings
over 42 years of
samiconductor industry
exponence IN CoNuNCuen with
aver 20 yaars of oxpenence
sarving on Boards of Directors
of public and private
companies He halds o PhD
and a Master of Science In
Sohd Stote Electrorucs from Tha
Ohio State Unuversity and a
Bachelor of Scence

it Blectrical Engingering fram
University of Arkansas

Maria Marced s a highly
experienced executive within
the semiconductor sector

She currently serves on several
boards including CEVA and
Saquans Cammumcotions and
15 the Chairwoman of the GSA
EMEA teadership Councit

Marng was the Presidani of
TSMC furope from Novembaer
2007 unul December 2023 and
was responsible for the
sirdtogy and managermnent of
TSMC Eusope and leading the
decision of TSMC on tho EU tob

Manga joined Philips
semiconductors in 2003 s
Sanior Vica President and
Genercl Manager of the
Connected Mulomedia
Solutions Businass Umit and
later on as Generol Manoger of
Sales ond Marketing duning the
transtormation of Phlips to
NXP

Mana jonaed Phlips from intel
whare she devaloped hor
professional career over 19
yedrs, reaching saror
posions in Europe, Middle Last
and Atnca as Vice Prosident
and Geoneral Manager

Maria holds a degree in
Talacommunications
Engineering from Univarsidad
Politecnica de Madrnid, Spomn
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Corporate Governance

Chair’'s
Governance
overview

I am pleased to introduce IQE's
Governance Report on behalf of
the Board The Board i1s collectively
responsible for IQE's long-term
success and hence committed to
conducting business responsibly,
maintaming high standards of
corporate governance, and to
aspiring to the highest levels of
quality i everything it does

t om confident the Board's continued focus on these
areas will support IQE's performancs and its positron
in the market, and wil enabie it to grow and embrace
its opportunities as they anse

The Board 1s committed to driving IQE’s iong-term
objectives and to overseaing IQE s operations to
ensure compstant and prudent management The
approach to governance 1s set by the Board,
charging the Executive Leadership Team with the
responsibiity to ensure that the approach 1s
sifectively implemented across IQE s global business

The yeor 2024 was again a challenging one for IQE
and the brooder global sermconductor industry We
continued to see softness in someé market segments
and a delay n expected growth in others Tha global
economy continued to be challenged by higher
interest ratas, inflation and conflict. IQE made
significant changes to its cost structure through 2024,
and towards the later part of the year to ts Executive
Lleadership Team, but continued to make steady
progress In its diversification stratagy towards power
and disploy markets

Board changes in 2024

ljoined the Board on 2 October 2024 as o Non-
Exscutive Director Amenco Lemos left IQE on

28 October 2024 and, on the same date, | was
appointed by the Board as Executive Char, and Jutta
Meter as Chief Executve Officer alongside her existing
duties as Chiuef Financial Officer Phil Smith, who had
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Mark Cubitt
Executive Chair

been Chair of IQE since 2019, stepped down from his
role but remained on the Board as a Non-Executive
Director until 31 December 2024

Jutta brings her wide-ranging financial leadarship
and semiconductor industry experience to bear in her
joint role as Chief Executive Officer and | arm confident
that the Board 1s well posiioned to lead the Group
through the current Strategic Review process

“The Board made a number
of changes to IQE’s
leadership in late 2024 and
announced a Strategic
Review designed to ensure
that the Group is well
positioned to take
advantage of future
opportunities.”

Mark Cubitt
Executive Choir
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Board evaluation

The Board has & well-established procass for
undeartaking on annual review of the performance of
the Board, its Commuttees and the Chair We did not
complete a formal evaluahon of the Board in 2024
due to the number of changes at a Board and
Executive Leadership Tearn level, and the Strategic
Review and proposed financing announced on

18 November 2024, which coincided with the time in

which the Board usuaily undertakes its annuai
evaluation On page 74 we have set out the areas
that the Board will be focused on through 2025

IQE Annual Report and Accounts 2024

I encourage all of our shareholders to engage with us
aheod of the AGM which will be held on 30 June 2025
Notice of, and details of the arrangements for, the

AGM will be provided to shareholders at the usuat time

} am confident that the steps we have taken through
2024 will make a strong positive contnbution to IQE as
we drive to achieve the vision and goals we have set.

~

h"

Mark Cubitt
Executive Chaur

12 may 2025
Governance structure
r shareholders
~7
IQE Board ]

D

l

|

Audit & Risk
Committee

Nominations
Committee

Remuneration
Comrmttee

ESG Committee

Responsibilities:

Responsibilities

Responsibilities.

Responsibilities.

Angojunoaay

* Reviewing Review + Evoluate « Develop and
finagncial composition of performaonce cnd monitor the
reporting and the Board eftectiveness of execution of IQE's
disclosures - SUCCesSIoNn Chief Executive ESG strategy

« Reviewing audnt planning for the Ofhicer and Chief + Oversee the
effectivencss Board and semor Financial Oflicer communicauon

+ Assessing internal management * Review and of the Company's
controls and nsk - Review cpprovo ESG acuvities with

o management developmenis In principles ot all stakehalders
e + Advising on corporate IQE's LTIP
‘g axternal ouditor governance Maintaning
a diglogue with
g- 1QE's sharehoiders
3 on remungration
policy
+ Sep page 76 + 5@ poge 8) + 500 paoge B3 + Seeg poge 82
Chief Executive Officer
I
| Executive Leadership Team
r Operating Sites J l Business Units | l Functions w Research &
K/ Development
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Corporate Governance continued

Role of the Board

The Booid Is responsible for the overall conduct of
IQE’s business and the Drectors have responsibilties
under both the Company’s Articles of Association and
UK compaony low The Board detegotes doy-to-day
moanagement of IQE to the Chief Executive Officer and
the Executive Leadership Team

The primary tasks of the Board wn 2024 ncluded

Strategy

+ Assessed progress ageainst the Group’s strategy

+ Overseaing the announced Strotegic Review

+ Regular reviews of key busmess decisions and their
impact on the Group s strategy

Finance

+ Oversaw the faunch of the Group's proposed
convertible loan note and the initiotion of
negotiations with the Group’s bank for 0 revised
faciity agreement

+ Reviewed, approved and monitored progress

agamnst the financal plan for the 2024 iinancial

year

Monitored, challenged and approved capital

expenditure {'capex )

+ Approved the Annual Report, half-year results
ond intenm trading vpdates

+ Consideied and approved IQE s going concern
and viability statements

Leadership and people

+ Changed the Chief Executive Officer ond
implemented Executive roles

+ Oversaw changes to the Group s Executive
Leadership Team

Operations

« Regulaily recewved operational, including health,
safety and environment, updates at scheduled
meetings

+ Monitorad performance and provided challenge
n key areas of operations

Governance and ethics

- Received and reviewed feedback from institutional
investors

+ Reviewed the requirements ol the 2018 UK
Corporate Governance Code ond argas
of non-conformity

+ Regular meetings between the Non-Executive
Directors only
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Independence

The Board considers that, with the exception of Marl,
Cubitt and Harmesh Suniarg, all of the Non-gxecutive
Directors are independent in choracter and
Judgement and free from any business or other
relattonship that could maternially interfere with
exercising that jJudgement. Mark Cubitt was appeinted
as Executwe Char on 28 Cctober 2024 and will not be
considered as an Independent Director for so long as
he s Executive Charr Harmesh Suniara was
appointed as the representative of Lombard Odier

The Board 15 also satisfied that there 1s no compromise
to the independence of, and nothing which would
gwe rise to conflicts of interest for, those Directors
who serve as Drrectors on other company boards or
who hold other external appointments The Soard
considers potential for conflicts of interest at every
Board meeting and ensures that Dirgctors presant
sufficient mformation for those to be reviewed

Appointment and time commitment

The Executive Chair and each of the other Non-
Executive Directors have istters of appointrment

The Executive Chair's letter of appomntrnent sets out
the time cormmitment expected of him The other
Non-txecutive Directors’ tetters of appomntment set
out a minimum expected time commitment but do
not set out a fixed time comnutment,

The Non-Executva Duectors ars expectad o allocate
appropriate time to IQE to perform their duties and to
make themselves available for all regular and od hoc
rmeetings The Board believes each of the Non-
Executive Directors has sufficient time to perform
their duties

Board evaluation

The Board did not complete a formal evaluation in
2024 In the later part of 2024 the Board was focused
on transitioning the Group’s Executive leadership with
Mark Cubitt ond Jutto Mewer ond supporting changes
to the Group’s Executive lLeadearship Team, as wall as
the announced convertible ioan note financing and
Strategic Review The Board was rightly focused on
delivenng a smooth transition and future financiol
stability for the Group through o challenging business
environment. The Board intends to recommaencs Its
usual internal evaluation processeas in the second half
of 2025 once the Board has steered the Group
through its short term requirements

IQE Annual Report and Accounts 2024



Board and Committee attendance

Audit& Rish.  Remuneralon  Nominauons 3G
Boaid Commsttee commitigo Commilies Commitleo

Number of meetings 1n 2024 14 4 5 2 2

Attendance

Executive

Mr Mark Cubitt** 5 ) 0 0 1

Ms Jutta Meter 14 3 2 o 2

Non-Executive

Mrs Carol Chesney 12 3 9 2 1

Maria Marced 13 3 5 2 1

Ms Victoria Hull 13 2 5 2 1

Bami Bastan 14 3 5 2 1

Mr Harmesh Sumiara 12 3 5 2 2

The Nominaions Committes mat on an informal basis throughout the yeor In particuler there wera a number of megungs end
discussions fefahng to the appamntment of a Charr-elact and the subsequent changes at an Exacutive level and the appointrmeant of

mark Cubitt as Executive Chair and Jutto Meigr as CEO

v Mark Cubitt joined the Board as Non-Executive Director on 8 October 2024 ond was eppointad as Executive Charr on

29 October 2024

UK Corporate Governance Code compliance

IQE complied throughout 2024 with the principles and
provisions of the UK Corporote Governance Code
2018 except i the following areas

Provision 17

IQE does not currently maintain & successton plon for
the Company Secretary or all senior management
immedioately below Board level IQE will work to
develop such plans based on ment and objective
cntera As part of its consideration of developed
succession plans, the Nominations Committee will
conswder the inkage of its diversity objectives with
Company strategy and the gender balance of those
in semor managerment and therr direct reports

Provision 21

whilst the Board does have a process for formal and
rigorous annual svaluations of the performance of
the Boord and its Committees, this was not
complated in the year 2024 due to the numbesr of
changes ot o Board and Executive Leadership Team
level, ond the Strategic Review and proposed
financing announced on 18 November 2024, which
coincided with the time in which the Board usually
undertakes its annual evaluation

Provision 33

The Remunerabion Commuttee has responsibihty for
deterrminming the policy and setting remuneration for
the Executive Directors and the Charman It also hos
responsibility torrecommend and monitor the policy,
level and structure of ramuneration for senior
management Howsver actual remuneration for
senior management ond the Company Secretary
{noting that the Company Secrsetary i1s part of the
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Executive Leadership Team and senior management)
15 set and determined by the CEQ in consultation with
the Group s Chief People Gfficer and approprniate
external advice and benchmarking

Provision 36

Share options granted to the Executive Directors
under IQE's Long-Term Incentive Plon (LTIP) are
subject to total vesting and holding pericds of three
years, opposed to five years In addition, Executive
Directors are subject to a mummum holding
requirernent equal to 200% of their base salary and
will have a post-employment shareholding
requirement for two years The minimum holding will
be equal to 200% of base salary in the first year
post-employment, reducing tc 100% of base salary
i the second year

IQE s approach algns with market practice across
IQE's peer group on AIM and the Remuneration
Committee considers the current holding periods to
be the nght balance between ncentivising Executive
Directors and aligning with the interests of the
Group s stakeholders

A copy of the 2018 UK Corporate Governance Code I1s
available ot frc org uk The UK Corporate Governance
Code was updated in January 2024 with the 2024
Code applying for inancial years beginning on or
after 1 January 2025
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Audit & Risk Committee Report

Audit & Risk
Committee
Chair’s
introduction

“The Audit Committee ensures the
Integrity of our financial statements,
assesses the efficiency of our nsk
management strategies and internal
controls, and reviews the
effectiveness of IQE's external audit
process”

tam pleased to present the Report of the Audit
Caommittee, which provides a summary of the
Committee’s role and activities dunng the 2024
financial year The Board considers the maintenance
of high standards n its governance and
management of the affars of IQE as fundamental to
the discharging of its stewardship responsibilities
Accordingly, both the Board and the Audit & Risk
Committee continue to keep under review IQE's whole
systam of internal control, which comprises not only
financiatl controls, but also business and operational
controls, compliance and risk management

The Committee works with IQE s internal finance
function and external audiors discussing, assessing
and chalenging financial reporting and going
concern assessments The Committee used its
structured meeting schedule to ensure that it
provides robust challenge in the areas relating to
financial reporting, internal controts and risk
management, the external auditors and other 1ssues
pertinent to IQE

Jhe Committee s work duning the year focused on

several key areas of governance

+ The Group s avaiable financwl resources, costs and
investments, and compliance with banking
covenants

+ The Group's requirement for short-term financing
through the Strategic Review period

- The Group's continued review and Improvameant of
Its financial controls
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Carol Chesney
Chaur

In December 2024 the Group receved a letter from
the Financial Reporting Council (FRC) noting that the
Group s annual report and accounts to 31 December
2023 had been included in the sample for the
‘Chmate-related Financial Disclosures by AtM and
Large Pavate Companias’ thematic review We ware
pleased to be made aware thot the FRC had no
questions of quernes to raise with the Group following
that review ond we have implemented changss to
our ckmate-related reporting to align with the FRC's
recommendations to assist users of the accounts

The Committee has noted that the UK Corporate
Governance Code 2024 will be effective for the
Group's financial year commencing on | January
2025, and its work in the year cthead will include
adopting the changes necessary to comply with the
revised Code The Committee will also continue to
place specific focus on the Group's financial
resourceas and financial controls

CarolChesney
Char

12 May 2025
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Role of the Committee

The Audit & Risk Committee 1s responsible for
rmonitonng the effectiveness of IQE's hnancial
reporting, internal contrals and nsk management
systams and processes and the effectiveness and
independence of IQE s external auditors

Key responsibilities

Reviewing the effectiveness of 1QE s financial

reporting, internal contro! policies and proceduies

for the identification, assessment and reporting of

rnsk

Reviewing significant financial reporting rissues and

judgements inciuding the potential for asset

impairment and assessment of viability and going

concern

Monitonng the integnity of 1IQE s inanoa! statements

and any formal announcements relating to IQE s

financial performance

+ Keeping the relotionsiup with the external auditors

under review, ncluding ther terms of engagement,

fees and independence

Rewviewing and monitoring the nead to establish a

dedicated internal audit function

Adwvising the Board on whether the Committee

believes tha Annual Report and Accounts, taken as

a whole, 1s far, bolaonced and understendable and

provides the information necessary for

shareholders to assess IQE's performance, business

model and strategy

Canducting the tender process and making

recommendations to the Board, about the

appoeintment, reappomntment and removal of the

external auditor, and approving the remuneration

and terms of engagement of the external auditor

Reviewing and monitoring the external auditor's

Indspendence and objectivity

Reviewing the effectiveness of the external audit

process, taking inte consideration relevant UK

protassianat and reguiatory requirements

- Developing and implementing policy on the
engagement of the extarnal auditor to supply
non-audit services, ensuring there 1s pnor approval
of non-audit services, considering the iImpact this
may have on indepsendence, considering the
relevant regulations and ethical guidance in this
regard, and reporting to the Boord on cny
improvemeant or action required

*+ Reporting to the Board on how it has discharged its
responsibllities

.

.
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Membership

+ Caroi Chesney - Char
+ Victona Hull
» Barmi Bastan

Carel Chesney s Chair of the Audit & Risk Committes
Carol s o Chartered Accountant and has also held
several semor finance roles The Board 1s satisfied that
Carol 15 the Committee member with recent and
relevant financial experience as required by the UK
Corparate Governance Code 2018 The Board is also
satisfied that the Commuttee as a whole, including
invited attendees as necessary, hos a mix of
experience and competencies to assess the issues
facing the Group within the sermiconductor industry

Meetings and attendance

The Audit & Risk Commitiee meets quarterly, with
addibonal mestings as required There were four
meetings 1n 2024 and all of the Committee members
{os ot the date of the mesting) attended each
mesting, with the exception of the meeting on 4 Apnl
2024 which Victoria Hull was unable to attend for
personal reasons

The meetings ore olso regulorly attended by the
Executive Chau, Chuef Executive Officer & Chief
Fingneial Cfticer, Chief People Officer & General
Counsgel and other senior members of the
finonce team

IQE's external duditors atiend meetings and time 1s
allowed at the end of each meeting for the Audit &
Risk Committee members to discuss 1ssues with the
external avditors without management being
present The Chanr also holds at least one separate
rmesting with the audit partner ahead of each
Committee measting
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Audit & Risk Commiittee Report continued

Activities during 2024

The Committee continues (o oversea arange of nisk areas that are key to IQE's long-term success and

comphance with applicable iaws and regulations

The rmojonty of the Committee’s work derives from o structured programme thot 1s designed to fulfil its
responsibiities as set out N 1ts terms of reference, with oddiionol focus areas in 2024 as set out on poge 77
The table below summanses the key activities at each meeting during 2024

Agendaitem 4 Apnl 5Seplembe:  9September 12 Ravambar
Reviaw financial performancs with focus on lquidity and

covenant strength . . .
Review of financial statements, going concern assumption and

coemphance with occounting standards . . .

Review and recommend for approval year-end and half-year

announcements .

Review of significant reporting issues and matenal pudgements . . .

Review of key businass risks . .
annuagl review of process and procedures for risk manggement .
Consider requirements for internal gudst function .
Considar any maternal bieach of law . . .
Review Whistleblowing Policy and procedures for preventing

fraud, bribery and corruption . .
Raview of insurance programme, policies and matenal

judgements .

Rewigw representation letter for full-year and hatf-year . .

Review effectiveness of Audit & Risk Commuttee .
Review of quditor quality and independence .
Consider audit effectiveness .

Review accounting and corporgte governance developmeants .

Committee-only meeting with external audtor

The UK Coiporate Governance Code 2018 requires the
Directors to prepars the Annual Report and Accounts
and to state that they consider them, taken as a
whole, to be fair, balonced and understandable and
provicle the information necessary for shareholders to
assess IQE’s position and performance, business
model and strategy The Board requested thot the
Audit & Risk Committee advise it as to whether the
Annual Report and Accounts meet those
requirements

This work formed part of the review of the draft
financial statements that was undertaken by the
Committee in September 2024 and Apnil 2025

Through consideration of reports from, and meetings
with, managemant and the externat auditors, the
Committee has reviewad and determined the
following

« Judgemental areas and significant matters reloting
to the financial statements as set out on pages 128
1o 130,

- Whether the expected future cash flows of IQE
support the carrying value of the Group's cash
generating umts, and whether there are any
triggering events which suggest any potential
impairment of other mntangible assets including the
vaiuoton of development intangidies and the
capitalisation of development costs, and
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+ Whether the presantation of the financial
statements, iIncluding the presentation of adjusted
performance measuras, 1s appropnate ond
balanced

Through ¢consideration of reports by independant tax
speciahsts assessing IQE s tax affars in the UK, the US,
and Tawan, as appropriate, and considaration of
reports by and mestings with maonagement
assessing current and deferred Lax accounting, the
Committee has reviewed and determined whether
the provision for tax labities, and the current and
deferred tax accounting 1s approprigte

The Commuttee has reviewed the resources available
to IQE, taking account of IQE's trading and cash flow
forgcast together with avallable funding headroom to
assess the appropriateness of the going concern
assumption

Significant matters relating to the financial
statements

The Committee performs a review of significant
matters that retate to tha financiol statements The
matters that the Committee considers are significant
are set out below

+ Going concern and the approprateness of the
disclosure contained within the significant
accounting polices note relating to the application
of the gong concern basts of accounting in the
financial statements,
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Comphangcs with finoncial covenants contaned
withuin the Group’s committed bank faciities ond
the associoted availabiity of the Group s bank
facities,

+ Imparrment review of cash generating units and

the revenue growth rates and discount foctors

applied n business umt volue In use calculations
that support the canying value of the Group s cash
generating units,

Identification of the Group's cash generating unis

and the allocation of revenue, assets, costs and

imparrmant to each cash generating urit,
intangible development cost carrying values and
associated markets, end use applications and
custormer demand for the technologies which
support asset carrying values,

+ Revenue recognition and any judgements
associated with the satisfoction of performance
obhigations for significant transactions, and

= Presentation and disclosure of adjusted

performance medsures InCluding appropnate

clanty of reconciiahon between each GAAP and
non-GAAP measure

External Auditors

The Audit & Risk Comnuttes has developed an auditor
independence pobcy In accordance with this policy,
the Committee oversees the relationship with the
external auditors and monitors all services providad

by them and ol fees poyable to therm This s to
ensure that potential confiicts of interest are
considersd and that an independent, objective and
professional relationship 1s maintained

The Committee has o policy on the provision of
non-audit services by the external auditor in ing with
the Financial Reporting Council s Revised Ethical
Standard 2019 The Group has a policy pronibiing the
use of the Group s auditors for the prowvision of
non-audit sarvices other than an intenm half-year
review

The Audit & Risk Committee also monitors the
effectiveness of the external gudit Before the end of
the financial year, the Committee receives o detaited
audtt plan from the aguditors that idantifies the
auditors assassment of the key nsks and therr
intended areas of focus This 1s agreed with the
Commmittee to ensure that the scope and coverage of
audit work 1s appropriate IQE's management also
provides the Committee with feedback on the
effectiveness of the audit and the quality of the aucdit
firm and lead audit partner

In additton, the Group s auditors are required to make
a formal report to the Audit & Risk Committes
annually on the safeguards that are in place to
maintain therr iIndependence and the internal
safeguards In place to ensure thewr objectivity

A resolution to reappoint KPMG will be proposed at
the forthcommng Annual General Masting

2024 2023

HPMG LLP £ 000 £000
Fees payable to the Company’'s auditor and its associates for the audit of parent
company and consolidated financial statements 720 671

Additional fees payable in relation to the audit of the porent company and
consolidated financial statements for the years ended 31 December 2023 and 2022 25 134

Fees payable to Company's auditor and its associotes for other services

+ The audit of the Company's subsidiornies 25 25
- Audit-related assurance services Sl -
+ Tox and other advisory services - -
Total KPMG LLP {Group auditors) 82} 830

Internal audit and controls

The Audit & Risk Committee reviewed the
effectivenass of IQE's systemn of internal controls and
rsk managerent activities bi-annually as part of the
half-year and full-yaar public reporting

The system of internal control compnses those
controls established in order to provide assuronce
that IQE s assets are safeguarded agamst
unouthensed use or disposal, and to ensure the
mantenance of proper accounting records and the
refiability of financial information used within the
business or for publication

The key procedures that IQE has established with a
view to providing effective internal control include the
following
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+ A clearly defined organisational structure and
hmits of authorty,

+ Corporate policies and procedureas for financial
reporting and control, projact appraisal, human
resources, quahty control, health and safety,
information secunty and corporate governance,

» The preparation of annual budgets which require
approval from the Board and the delvery of
regular finoncial forecasts to the Board,

- The monitoring of performance against budget
ond ferecasts and the reporting of any vanances
in a timely mannear to the Board,

+ Regular review and self-assessment of IQE's nisks,
taking steps to monitor and mitigate these
wherever possible,

= Where appropriate, taking out insurance cover, and
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Audit & Risk Committee Report continued

Approvol by the Audit & Risk Committee of audit
plans and, on behalf of the Board, receipt of reports
on IQE's accounting and financial reporting
practices and its internat controls togather with
reports from the external auditors as part of therr
normal audit work

This process remannad in operation for the year under
review and as part of that process, management
reports any matenal exceptions to the Audit & Risk
Committee

In the current year, the Group has continuad to focus
on improvements to 1ts internal financial control
procedures, work that has included formalisation of
individual ingnciai cycle risk assessments, process
flow documentation and key control matricas This
work, combined with dedcated investment in finance
tearn resources has enabled the Group to update
and opbimise its approach to financal governance
and control, implemeanting new and enhanced
financial controls to mitigate the oceurrence of
financial reporting errors and fraud Duning the year
the Committee has had regular dralogus between
financial reporting personnel, the external auditors
and members of the Commuttee to understand the
work that has been performed and the changes to
financial contrals that have besn implemanted The
Committee 1s pleased with the output of the work
performed, something that has been evidsnt from
the reduction in volume and frequency of penod-end
fingncial adjustments and the formal documentation
of the Groups financial cycte nisks, processes flows
and controls The Committes will continue to have o
strong focus on financial governance and control In
2025, ensunng that the improvements implemented
in the current year ore maintained and remain
embedded as business as usual in the day-to-day
operations and financial management of the Group

The Group reles on a range of legacy IT systems and
software to suppornt its doy-to-day operations which
are not fully Integrated, a positien that 1s managed
frormn o fingncial governonce and control perspective
vig manyal processes which hove been enhanced
during the current year The longer-term objective of
the Group 1s to update, consolidate and integrate IT
systems ond software, increasing automation,
control, and efficiency This objective has initially been
focused on the Group s manufactunng systems with
upgrades and integration of inancial systems
planned as part of wider enterprise resource planning
(ERP) system enhancements In the medium term

B8O

IQE does not have an independent internal audit
function, however it does operate internal audit on an
ad hoc peer review basis, with a scope of evaluating
and testing iQE s hinancial control procedures The
Commuttee considers that this remains oppropriate
for IQE s size and geographical spread, but the
Commitiae keeps this under constant review In
completing its review of the effectiveness of IQE s
system of interncl controls the Aucht & Risk
Committee has taken account of any matenal
developments up to the date of the sigring of the
most recent financial statements in addition,
recognition Is given to the external audit findings,
which help to inform the Audit & Risk Comrmittee’s
views of areas of Increased risk

Risk Management

The Group Risk Committes dentifies, reviews,
assesses and tracks IQE s key risks and mitigating
actons The Group Risk Commuttae documaents its
approach through a nsk register which s shared and
discussed with the Audit & Risk Cornmittge

Key nsk management activties performed by IQE ore
summarsed on page 62 The Comimittae takes an
active role in the nsk management process that
Includes o regular review of IQE's risk register and
deep dives’ into specHic areas of risk The Audit & Risk
Committes has been particularly focused on the
Group’s financial and hiquidity risks through 2024

IQE's principal nsks and uncertanties are set out on
pages 63 to 67 While many of the key nsks identifred
recur from year to year, the relative importance
avolves over ime and may require IQE to refocus its
assurance activittes In the year ahead, the
Committee will continue to work with the Board,
Executive Leadership Team and other senior
managemant to ensure that there 1s appropriate
focus on the most significant nisk areas together with
the assocuated plans for mibgating ther impact

Anti-bribery and corruption

IQE mamntoins a zero-toleronce approach to coruption
It has an established Ant-bribery and Corruption Policy,
which includes guidance on the gvng and receving of
gifts and hospitality This policy applies throughout IQE's
business A Gifts and Hospitality Register 1s maimntained
to ensure transparency

Whistleblowing

IQE operates a confidential reporting mechanism,
overseen by IQE s Chief People Officer & General
Counsel, whuch enables employees to rawse concerns
of malpractice, non-comphance or unethical
conduct The options for raising concerns are widely
communicated to employees These channels are
clearly set out In IQE s Whistleblowing Policy Any
whistleblowing reports are confidentially reported
tothe Audit & Risk Committee IQE's reporting policy
and procedures provide a fromework for protected
disclosure
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Nominations Committee Report

Nominations

Committee
Chair’s

introduction

“The Nominations Committee is
dedicated to sourcing and securing
top-tier global talent Our strong
Board will be instrumental to
achieving IQE’s long-term goals,
leveraging their deep industry
knowledge, technical experience
and diverse skili sets”

The Nominations Committee has overseen several
changes to IQE's Board in recent years In 2024, the
Nominations Committee imitiated a search for o new
Chair which concluded with my appointment as
Non-Executive Director and ‘Charr Elect | became
Executive Charr on 29 October 2025 and am
confident that my partnership with our CEC and CFQ,
Jutta, will provide the Group with the nght amount of
support through our current Strategic Review The
Norminations Committee has not yet inibiated &
search for a new permanent CEQ

The Committee was also involved In succession
planning for the Executive Leadership Team
departures, supporting the departure of several

exocutives and the appomtment of existing members

of the Executive Leadership Team into broader roles
The Committee engaged Lygon Group to assist with
the search for the new Charr

Role of the Committee

The Nomingtions Committee Is responsible for
lsading the process for the selection and
appointment of Directors and for ensunng plans are

in place for an orderly succession of Board and senior

monagement positions
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Mark Cub:tt
Cher

Key responsibilities

« Review the structurs, size and composition
(including the skills, knowledge, expenence and
diversity) of the Board and make recommendations
to the Board with regard to any changes

+ Identify, evaluate ond recommend candidates for
appointment as Directors

- Succession planning for Dirsctors and other sentor
management

+ Review developments in low, regulation and best
practice reloting to corporate governance and
make recommendations to the Board on
approprate action

Membership

« Mark Cubitt - Charr
+ Carol Chesney
« Victoria Hull

Meetings and attendance

The Committee meets regularly on an ad hoc basis,
often following the conclusion of scheduled Board
mestings All members attended each meeting

Mark Cubitt
Committes Chair

12 May 2025
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ESG Committee Report

ESG
Committee
Chair’s
introduction

"IQE achieved approval for its near
and long-term science-based
emissions reduction targets from the
Science-Based Targets initiative
(SBT1) In 2024, a significant milestone
N our journey to being Net Zero
across our operations by 2050”

The ESG Cornrnittee 1s responsible for developing ana
rmonitorng the execution of IQE's sustamablity
strategy and the communication of IQE's activities
with our stakeholders The ESG Commuttes 15 also
responsible for monitonng the Board s engagement
with IQE's paople, with Victorna Hull and Barri Bastam
acting as the Board s workiorce represemtatives

The ESG Committee 15 working with the Execulive
teadership Team and colleagues within IQE o
develop IQE's sustainability strategy In 2024, the
Committes was focused in supporting managemant
with the development of the Group’s first report under
the Task Force for Climate-related Financial
Disclasures and in the developmant of the Group's
targets for the Science-Based Targets nitiative, which
the Group committed to in May 2022

The Committee was pleased that the Group's
ermissions reduction targets were approved by the
SBTI in iate 2024 and looks forward to working with
managemant in 2025 to further develop the Group's
transition plans

Role of the Committee

The'ESG Committee 1s responsible for developing and
momtonng the execution of 1QE s E5G strotegy ond
the communication of that strategy to IQE's
stakeholders

*  Mark Cubiti joined the Board on 8 October 2024
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Mark Cubitt*®
Committee Charr

Key respansibilities
» Ensure that IQE has o fit-for-purpose ESG strategy :
and drive momaentum behind the development
and implementation of that strategy
- Be responsible for communtcating IQE s position
on Environmental, Social and Governance 1ssues
- Ensure that the strategy meets IQE's short- and
long-term business objectives
+ Review the effectiveness of the strategy and the
governance for its successful delvery i

* Approve ESG reporting and specifically any
reporting and doto included in IQE's Annua! Report

* Report to the Board about the Committae’s work
and progress against the strategy

Membership
* Mark Cubitt - Chaur
« Mana Marced
* Bami Bastant

Meetings and attendance

The ESG Committee aims to meet at least twice a
year in 2024 the Committee met twice, in May and
Novermnber The first meeting was chared by Phil
Smith and the second meeting was chaired by Mark
Cubitt*

Mark Cubitt
Committee Char .

12 May 2025
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Directors’ Remuneration Report

Remuhnheration

Committee
Chair’'s
introduction

"On behalf of the Board, | present the
Remuneration Report for the year
ended 31 December 2024"

2024 incentive awards and outturns

The Committes engaged In extensive consultation
with shargholders in 2024 covering changes to the
approach to incentivising Executive Directors and
senior management The Committee wishes to thank
shareholders for therr engagement ond feedback
Ultimately, IQE decided not to proceed with the
proposed changes and given that awards under the
Company's Long-Term Incentive Plan (LTIP) had not
been concluded at the time of Americo Lemos’
departure in late October 2024, and the immediate
need to ensure that Jutta Meier was appropriately
Incentivised 1n her new role as CEO ot a time when
the Company was commencing a strategic review, o
one-off oward of nominal-priced share optons with
o face value equal to 34 46% of her salary was
granted to Jutto on 28 November 2024 The award will
vest after three years subject to the Remuneration
Committee's assessment of the Group's inancial
performance over that period

There wos no bonus for the Executive Directors for the
yvear 2024 and any share options that were due to
vest in 2024 have lopsed based on financial
peiformance

Executive changes and short-term
incentives

Amenco Lemos, Chief Executive Officer, departed the
Company on 28 Octaber 2024 Americo received o
paymentin heu of notice equal to his contractual
notice period for hus basic satary and accruad
holday The Company remains in discussion with
Amernico Lemos relating to the terms of his departure
Jutta Merer, who joined the Boord as Chief Financial
Officer on 22 January 2024, becams CEO & CFO and
Mark Cubitt, who had joined the Board on 8 October
2024 as Non-Executive Director ond Chair-elect,
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Victornia Hull
Non-Executive Director and Chaw
of the Remuneration Committee

became Executive Chair Given the imtial intenm
nature of their appointments, the Committes cid not
immediately Increass ther fixed remuneration at the
ttme of ther appomtment into these roles and
instead agreed to award them additional payments
to compensate them for therr significantly increased
responsibilities over the penod from November 2024
to Aprif 2025 Further details are contained In the
report below

2025 remuneration

in ight of the ongoing ncrease 1n therr responsibilities
following the lsadership changes i late 2024, the
Comrnittee determmed that the base solary for Jutta
(as combined CEQ & CFO) should be increased to
£425,000 (26% below the salary of her predecessor)
and the base salary for Mark {as Executive Char)
would increcaise to £200,000 Both increases are
effective from | May 2025 Mark s base remuneration
has been calculated on the bostis that the current
dermnands of the role requve that he work on average
for 2 days a wesk for the Company The Committee
will periodically review Mark s role as Executive Charr
and the appropriate tinrmng for him to return to a
Non-Exacutive Char rote

At the ime of wnting this report, the Committee was
still assessing the long-term incentive arrangsements
for the Executive Directors and anticipates that the
applicability of any annual bonus opportunity will be
reviewed later In the year

victona Hufl

Non-Executive Director and Chair
of the Remuneration Committee

12 May 2025
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Directors’ Remuneration Report continued

Remuneration at a glance

Purpose and link
to strategy

Supports the
attroction ond
retention of the best
global talent with
capobility to detiver
\QE's stictegy

Key features

Reviewed annuclly

Salanes toke accoun: of external morket and

nternal employee context

Implementation in
2024

No increase {or the CEO
& CFO although Jutta
was paid an addiional
allowance of £62,500 to
reflect her significontly
nereosed !
responsibiliiies over the
period from Novernber
2024 to Apnl 2025
Average pay Increases
for the wider worklorce
were ¢ 3%

Provision of market-
competitive and
cost-effective
benehits to support
ottraction and
retention of alent

Allowance and
benefits

Provision of competitive benefits hnked to local
market praclice

Moximurm Company pension contribution s 10%
of salary

Allowanees and
benefits unchanged
from prior year

Incentivises delivery
of IQE s financiol and
strateqic targets

Prowides focus on
key financial metncs
and the indwvidual's
contribution o IQE's

Annual
incentive

Moximum s 120% of salary with 50% of the
moximum payable for target perfermance
Performonce measures, weighuings and
stretching targets set onnually

Normally paid in cash after end of the financial
year, sove that any payout above 100% of salary
will normally be roade in the forrn of sharc grant

Subject to molus and clowback provistons

There was no 2024
annual benus payout
for the CEO & CFO

performance
Long-term Provides ahgnment
incentives with shareholders by

ensurng a

sigrificant

percentage of
remuneration Is
delivered in shares
and rewards
long-term
performance in ine
with IQE's strategy

Normal annual awerds of up to 200% of salary
rmay be granted under IQE s LTIP

The normal maximum awerd may be excoeeded
n excepuonal circumstances, such as
recrutment

Three-year performance penod

Performance measures, woighuings and
stretehing targets reviewed annually

Subject to malus and clowback provisions

The CEO & CFO was
granted a one-off
oward of norminal-
priced shore options
with a face value equal
to 34 46% of her solory
on 28 Novernboer 2024
vesting 1s subject

to the Committee's
ossessment of financial
performance over the
vesting penod

Ensures akgnrment
between the
interests of
Executive Drectors
and sharsholders

Shareholding
requirement

Minimum sharehelding requirements
+ CEQ 200% of salary
+ CFO 200% of salary

New joiners given ume (o reach threshold ond
not expected to seli-fund

CEC & CFC
shareholding as at
31 December 2024 -
il
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Directors’ Remuneration

Policy

IQE aims to attract, retain and motivate high cahbre
executives in a highly compeltive global industry,
whilst recogrising the nead to be cost effective, and
to incentivise significant industry out-performance
The Remuneration Commuitiee established the
current Remuneration Policy with the aim of
balancing these factors, toking account of investor
feedback and prevaiing best practice

This Policy section of the Directors’ Remuneration
Report sets out the Policy for Executive Director
rernuneration which the Committee intends to
operate for 2025 As an AlM quoted company, IQE Is

not requiied to put its Policy to o binding shareholder

vote, however, In developing the new Policy, the

Committee has sought to comply with the main best

practice expectotions for UK companies wiile
ensuring the Policy I1s sufficiently competitive
compared to IQE's sector, talent markets ond
ambitions for growth

Gwen recent changes to the Executive and senior
leadership withun the Group, the Committee 15
committed to ensunng thot therr total reward 1s
competitive in the Cormpany’s global marketplace
and thot the Executive and senior leadership are
incentivised and rewarded for providing exceptional
performnance aligned with the Group's strategic
objectives

Function

Bose salary

To recognise
the individual's
skills and
experience and
to provide o
comptitive
total package

Pension

To provide on
opporiunity for
Executives to

build up income

on retirement.

Operation

Base salaries are
normally reviewed
annually, with reference
to market levels,
individual contrnbution,
the experience of sach
Executive and increqases
across the Group Any
adjustrnents normally
become sffective on

} April

Opportunity

Itis cnucipated thaot salary
increases will normally be no
higher than those of salaried
employees os o whole In
exceptonal circumstances
(including, but not mited to,
a matenalincrease 0 job
size or complexity, maicral
market misalignment) the
Remuneration Committec
has discretion to make
appropriate edjustents to
salary levels to ensure they
remam appropriate

Performance metrics

nfa

All Execuuves are
membors of the Group
pension scheme and/or
receive 0 cash pension
allowance Salary 1s the
only elcment of
remuncration that s
pensionable

Executive Directors receve a
pcnsion contribution of 10%
of salary or an equivolent
cosh allowonce This oligns
with the pension
arrangements for IQE's
employees who can receive
matching contributions from
IQE of up o 10% of solary

nfa
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Directors’ Remuneration Report continued

Function Operation

Exccutives receive bonefits
which congist primnarnly of
health cover, life
assurance, long-terrm
disability insurance and
reimburscement for fuel,
cithough moy include
other benefits that the
Remuncration Committee
deems approprate in the
crcurmstances

Relocouon and
expotnaton-reloted
benefits may olso be
provided where
appropnate

Benefits

To provide
non-cash
benefits which
are competitive
in the market in
which the
Execuiive is
employed.

Opportunity

Performaonce metrics

Benehits moy vary accerding  n/o

to role ond individucl
circumstances Elgibility for
benefits and the cost of
benefits are reviewed
penodically

The cost of benefits 1s
dependent on market roies
and 15 not capped

Performance measures,
targets and weightings
ara set at the start of the
year

The scheme s based on
a combination of
financial performance
and personal objectves
At the end of the year,
the Remuneration
Committee determines
the extent to which the
objectives have been
achieved

Annual Bonus

To incentivise
and reword
strong
performance
against
finoncial and
personal
annugl targets,
thus delivering
value to
shareholders
and being
consistent with
the delivery of
the sirategic
plan.

Bonus payments are
delivered in cash and

of salary wili normally be
made in the form of a
share grant

Clawback {of any bonus
paid) may be applied
during employment or
for two years post-
termnation in the event
of gross misconduct,
material inancial
risstatement, error in
calculation of outcomes
or in any other
clreurnstance that the
Remuneration
Committee considers
appropriate

any payment above 100%

For Executive Directors, the
maximum annual bonus
opportunity will be 120% of
base satary

The bonus pays 0% at
Thraeshold, 50% at Targst
and 100% at Stretch, with
straight-hne vesting
between these levels

Perforrmance 1s assessed on an annual
basis ogainst a scorecard of financial
ond personalfstretegic objectives set
at the start of each year

Finoncial measures will be werghted
opproprotely each year according to
business prionittes, and will normaolly
represent between 70% and 100% of
the scorecord

Personaol objectives will normally have
o weighting of between 0% and 30% of
the maximum opporturity These will
be set annually to capture expected
indmdual contributions to IQE s
strategic plan The poyout for any
personal element will be reduced by
50% in the event the thresholds for o
mgjority of the relevant tinancial
measures are not met

The Remuneration Commiitee has
discretion to adjust formuiaic bonus
outcomes to ensure fairness for
shareholders and parucipanis, to
ensure pay aligns with underlying
Company performance, and to
avord uniniended outcomes Those
adjustments can be esther upwards
(within plen irmits) or downwards
(including down to zero) The
Remuneration Committee may
consider measures outside of the
bonus framewark to ensure thero s
no reward for failure Any adjustment
would be careiully considered and fully
exploined in the Annuol Report on
Remuneration
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Function Operation

LTIP Under the Long-Term

To provide
alignment with awards of shares or

Opportunity

Incentive Plan (LTIP} annual of salary moy be granted
under the LTIP

I E ISRl "OMinal-Cost options MOY |y axceptional

Performance metrics

Normol awards of up to 200%  vesting of PSP owards granted under

the LTIP 1s subject to achieving
performance condiions ond
continued employmoent.

b ey be made to parueipants  grgumstances, including but  Performance conditions are normally

rewards by Awaord levels and
delivering o
significant ore reviecwed before eoch  exceeded

proportion of aword cycle to enswie they (i 1o 25% of PSP awards

remuneration in [fzaslellsRelals felel{ls](=]

performance conditions normal awards may be

not hrited to recruitment, meosured over three consecutive

financicl years with awards vesting
three yeaors after grant

The Remuneration Committee has

granted under the LTIP will be imited discretion to amend the

company The Committee has the paid for achieving Threshold  perfarmance condiions provided thot

shares ond discrenon to authonse @ performance, normally

the omended performance condition

incentivise payment, in shares, equal  Increosing on a straight-iine 1S not matenally easier to sousfy than

Sustained to the value of dvidends  bosis to full vesting for
fong-term which would have accrued ochieving Stretch
PEUCUUCHECIN o vested shares duning  performance

MACLELT S U (e vesting penod

the cieation of
Y Malus (of any unvested
shareholder

LTIP} and clawback (of any
value.

vested LTiP) moy be
opphed dunng
cmployment or for two
years post-terminetion in
the event of gross
misconduct, matenal
hinancial misstatement,
error in colculation of
outcomes of In any other
cweumstance that the
Remuneration Commitiee
considers oppropriate

the ongmnal condition

The Rernuneration Coemimittee has
discretion to adjust outcomes 1o
cnsure they farly reflect underlying
performance The Remuneration
Committee also considers
environmental, social, governance and
health and safety cnteno, to ensure
there 1s no reward for fallure

Notes to the Policy table

Performance measure selection and approach to
target setting

The measures used under the annual bonus plan are
selected annually to reflact IQE's main objectives for
the year and reflect both financial performance and
personal contributions to detivering the strategic

plan The performance conditions for new LTIP awards
are selected to reflect IQE's iong-term objectives
which support the creation of shareholder value

Targets opplying to the bonus and LTIP awards are
reviewed annually, based on a number of internal
and external reference points Performance targets
are intended to ba stretching and achievabls, and
reflect IQE's strategic prionbes and its maiket
apporturibes

Remuneration Policy for other employees

1QE provides all employees with o consistent packagse
of benefits that includes prnivate medical insurance,
life assurancs, long-term disabiiity insurance and
reirnbursement for fuel

Al emplovees are eligible to participate in a
discretionary annual bonus and receve owaids
under the LTIP The same principles apply to the
assessment of parfarmance for determiring the
Individual component of bonuses for all employees

IQE Annuol Report and Accounts 2024

For other employees, grants under the LTIP are
subject to a pre-grant mirumum personal
performance condiion and normally vest in annual
tranches over three years subject to the employes
remamning employed by the Group

Shareholding guidelines

The Remuneration Committee wishes to encourage
Executive Directors to build up a significant
shareholding in the Company Shareholding
guidelnes are therefore In place to require Executive
Directors to ocquire o shareholding {excluding shares
held conditiondlly pursuant to LTIP performance)
equivalent to 200% of base salary 50% of any shares
vesting (post-tax) under the LTIP are required to be
hetd untl the relevant shareholding level 1s achieved
Executive Directors are expected to build up the
required shareholding within five yaars of
appomntment to the Board, although the
Remunerabion Committee will exercise appropnate
discretion where Executive Directors have been
impeded from bulding up the requistte shareholding
due to business performance Details of the Executive
Diractors current shareholdings are provided In the
Annual Report on Remuneration on page 95
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Directors’ Remuneration Report continued

Non-Executive Director remuneration

Han-Execitllve Ditecior Daia ot appaintment latier Remungraiion per anaum
Caroi Chesney 13 May 2019 £50,000
Victorig Hull 1 August 2021 £50,000
Barmi Bastani 1 Jonuary 2024 $62000
Mana Marced 1 January 2024 €£57,000
Harmesh Suniara* 30 June 2023 £50,000

*  Hormesh Suniarg Is the representauve for Lombxard Odier who receive a fee of £50 000 per annum aquivalent to the Group s
standord Non- Executive Director 18e

Subioct to re-clectan by shareholdars Non-Exgcutive Dirgctors ore appamted by the full Board and retire annually in acsordance with

the Company's Artickas of Associoton The remuneration of Non-Executive Directors 1s @ motter reserved for the full Board, subject 10 on

mdividuat it of £150,000 per annum or such other figuie as sharehelders may opprove plus reasonable expensos iIn accordance with

the Company's Articles of Assoctation

The Nen-Executive Direclors are not eligible to participate in IQE s perlormance-ralated bonus plan, leng-term incenuve plans or

pensign arrangements Copios of the Non-Executive Diractors appoinimeant letters are avallable forinspecbon at tho Company's

registered othice dunng normal business hours

2025 Executive Director remuneration

Mark Cubutt Jutta Meler

£3m

£25m

£1,753k

£2m

£1,328k

&Ly £16m

£Im

£05m

. £350k

%
-t
x ® )
2 X =] S ol
[=1 Q =]
=% o ™ et
- i .

Minimum On target  Stretch  Stratch 50% Minimurm On target  Stretch  Stratch 50%

@ Fixed pay @ Annualbornus @ LTIP

" LTIP value calculated based on marrat value of the opuons at the date of grant less the nominal grent price

For lustrative purposes given that the actuol 2025 LTIP oward levels haove not yet been determined, the chart
assumes 2025 LTIP grants ot the normal maximum kit of 200% of salary for the CEO & CFO ond 50% of salary
for the Executive Chair The ‘Minimum’ scenaric comprises fixed remuneration, 1e base salary, pension, and
benefits, which are the elements of the remuneration package not linked to performance The frgures for base
salary and pension {10% of salary) are as of 1 May 2025, while those for taxable benefits are based on the katest
single figure table for 2024 Mark Cubitt 15 not entitled to penstons or other benefits The ‘On-Target’ scenarto
reflacts fixed remuneration as above ond threshold vesting for the PSPs of 20% of moximum The Stretch
scenario reflects fixed remuneration plus full vesting of LTIPs The Stretch + 50%’ reflects the Stretch’ scenario
plus an assumed 50% share price appreciation over the LTIP performance period we have assumed that there
will be no annual bonus for 2025
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Approach to recruitment remuneration

External appointments

when hinng or appointing @ new Executive Director from outside the Company, the Remuneration Committee
may make use of all the existing components of remuneration, as follows

Component Approach

Base salary

The base salanes of new appoiniecs will be determined by reference to relevant market dota,
expenence ond skills of the indmvidual, internal relotivicies and current basic salary Where new
cppointees have ininal basic solones set below market, ony shortfoll may be managed with
pheosed increoses over multiple years subject to the indwidual's development in the role

Pension New appointees will receive pension coninbrions or an eéquivalent cosh supplement in ine

with existing policy

Benefits New appontecs will be eligible (o recerve benefits which may inciude those outiined In the

pohicy table but may also include additional benefits consistent with market proctice in ther
home location {If bosed ouiside of the UK)

Annual Bonus

The structure descrnbed in the policy table will apply to new appomntees with the relevant
maximum being pro-reted to roflect the proportion of erployment over the yoar Targets for
the personal elermnent will be tailored to each executive

as descnbed in the policy table,

New oppointees will be gronted awaords under the LTIP on the some terms as other executives,

In determining the appropriate remunaration for a
new Executive Director appomntee, the Remunsration
Committee will take into consideration all refevant
factors (including nature and quanturn of each
component of remuneration and the junischction from
which the candidate was recruited) to ensure that
arrangements are n the best interests of IQE and its
shareholders The Remuneration Committee may
make an award in respect of a new appontment to
‘buy out remuneration arrangements forfeited on
leaving a previous employer

This may be granted in addition to the ongoing
remuneration elements outlined in the table above In
doing so, the Remuneration Committes wili consider
retevant factors, including the vatue and form of the
award, ttme to vasting, performance conditions
attached to awards, and the likelihood of these
conditions being met

Any buyout awards will typically be made under the
existing annudl bonus and LTIP schemes, although in
exceptional circumstances the Remuneration
Committee may make awords using a different
structure

Any ‘Duyout’ awards would have a far value no
higher than the awards forfeited

internal appointments

Internal promotions to the Board will be appointed on
terms n Jine with the Policy Any existing entitlernent
made pnor to therr appomntment to the Board, which
aie not consistent with the Pohcy may be allowed to
continue on thesr onginal terms
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Non-Executive Directors

In recruiting a new Non-Executive Director, the
Remuneration Committee will utihse the Policy as set
out on pages 85 to 90

Service contracts and treatment for leavers

and change of control

Execulve Daly ol sarvice contiact
Mark Cubitt (Executive Chair) 7 October 2024
Jutta Maer (CEO & CFO) 22 January 2024

Exacutive Director service contracts, including
arrangements for edrly termnation, are carefully
considered by the Remunerohion Committee Each of
the Executive Directors has o roling service contract
requiring six months notice of termination on either
side Such contracts contain no specific provision for
compensation for loss of office, other than an
obhgation to pay for any notice penod waved by the
Company, whers pay refers to salary, benefits and
pension only Executive Directors service contracts
are avallable to view at the Company s registared
office

When considenng exit payments, the Remunesration
Committes reviews all potential incentive outcomes
to ensure they ore fair to both shorehoiders ond
participants The table below summarises how tha
awards under the annual bonus and LTIP are typically
treated in aifferent circumstances, with the final
treatment remaining subject to the Remuneration
Committee’s discretion
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Directors’ Remuneration Report continued

Reaqsan for leaving

Annual bonus

Calculation of vesting/payment

Resignation No annual bonus payable

‘Good leaver”

Change of control
circumstances

Cosh bonuses will typically be paid to the extent that performance objectives have
been met Any resulting bonus will typically be pro-rated for time worked The
Remuneration Committes retains discretion to vary this treatment in indwidual

Resignation

OQutstanding awards lapse

LTIP

‘Good leaver™ and
change of control

The Committee determines whether and to what extent outstanding awards vest
based on the extent to which performance conditions have been achieved and the
proportion of the vesting penod worked The Remuneration Committes retains
discretion to vary this treatment in indwvidual circumstances

The determination of vesting will be made as soon as reasonably practical following
the end of the performance perod or such earlier date os the Remunerahon
Committee may agree (wqthln 12 months in the event of decth)

in the event of a change of control, awards may alternotively be exchanged for new
equivalent awards in the acquirer where appropriate

* A goodleaver 1S 0 PArCIPQN CoAsING 1o be employed by 1he Group by reason of daath, disabiny 1 heaith retirement in
agreement with the Company or any other reason that the Commitiee determings N its absoluts discretion

External appointments

with the approval of the Board in each case,

and subject to the overnding requirernants of the
Group, Executive Directors may accept external
appointments as Non-Executive Directors of other
companies and retain any fees received None of the
Executive Directors receivad any remunergtion from
external directorships during the year

Consideration of conditions elsewhere in
the Company

when maoking decisions on changes (o Executive
Director remuneration, the Remuneration Committee
considers changes to pay and condiions across the
Group To this end, the Remuneration Committee
receives a summoary of the proposed level of average
increase for employees prior to the annual salary
review For Executive Drrectors, the Remunerotion
Committee doas not formally consult with employees
on tha Executive Remuneration Policy and
implementation

PO

Consideration of shareholder views

The Remungration Committee mantains a regular
cdiologue with the Company's major shareholders
During 2024 and early 2025, the Committee engaged
extansively with mnvastors on the terms of Executive
Director and senior teadership remuneration, with the
feedback received on the quanturm and conditions
usaed by the Committea in its discussions with the
Executive Directors
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Annual Report
on Remuneration

Role of the Committee

The Remuneration Comirvuttes has responsibility
for determining the policy for Executive Director
remuneration and setting remuneration for the
Company Chair and Executive Directors

Key responsibilities

+ Recommending the remuneration policy for
Executive Directors, whilst considenng the
remuneration for the Executive Leadership Team
and remuneration policies for employees below the
Board

approving the principles of IQE's long-term
tncentivas and the parameters, including
performance conditions, for the annual awards
under long-term incentives

+ Maintaining appropricte dialogue with shareholders
on remunaration maotters

Praporng the annual remuneration report to
shareholders to show how the remuneration polcy
has been implemented

Membership

= Victona Hull - Chawr
+ Carol Chesney

+ Mana Marced

Changes to Committee Membership

Phit Smith stepped down as a Nen-Executive Director
on 3l December 2024 and left the Committee at the
same time

For details of attendonce at Committes meetings
durnng the year, please see page 75

For the biographies of all Committee members, see
pages 70 to 71

Meetings and attendance

The Remuneration Committee met four times In 2024,
although Committee members also meton a
number of occasions throughout the year on an
informal basis All members attended each meeting
The Exacutive Directors attended meetings to discuss
proposed performance ratings for the Executive
Directors and the Executive Leadership Team and
remuneration policy’s principles for the workforce The
Executive Directors did not attend those parts of the
Committee meetings relating to the Committee’s
decisions on their own performance and
remunaration
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Remuneration Committee role,
membership and advice

The primary role of the Remuneration Comimittee Is to
determineg and agree with the Board far and
reasonable remunaration arrangements for the
Charman and Executive Directors The main activities
of the Remuneration Committee dunng the year wers
as follows

+ Evoluated the performance of the former Chief
Exacutive Officer,

+ Deterrmined one-~off allowances for the Executive
Duectors and Executive Leadership Team following
the deporture of the previous Chief Executive
Officer and several other senior leaders In late 2024,

- Assessed the annual bonus outcomss for the
Executive Directors and the Executive Leadership
Team in 2023,

+ Reviewed salary increases for IQE's employees,
including the Executive Directors and the Executive
Leadership Team, ensuring farness with the wider
workforce,

» Determined a one-off share option award to Jutta
Meier,

« Considered proposed workforce policies on

performance rating and workforce pay increases,

Drafted the Drectors’ Remuneration Report, and

- Considered benchmarking and adwvice from
independent remuneration consuitants, Mercer

The Remuneration Committee s Terms of Reference
are set out on the Compony's wabsite ot www iqep
com

Mercer prowvides independent advice to the
Remuneratton Committee Mercer 1s a signatory to
the Code of Conduct for Remunegration Consultants in
the UK, operated by the Remuneration Consultants
Group, and which requires all advice to be objactive
and independent (sea www
remunerationconsultantsgroup com for more
information)

Faes of £54,898 inclusive of VAT were paid to Mercer
In respect of services it provided to the Company in
2024 The Committee considers that Mercer s
independent, does not have any connections with IQE
that may imparr ther independence, and dosgs not
provide any services to the Group other than its
advice on remuneration
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Directors’ Remuneration Report continued

Board changes bosed on a thiee-days-u-week brne commitrment
Americo Lemos left IQE as Chief Executive Officer on From | May 2025, Mark will be pard £200,000 based on
28 October 2024 Under the Lerms of this departure, a two-days-a week ime commitment Mark does not
Americo received his contractual payment in leu of receve any beneiits, participate in pension

notice equal to his bosic satary and his occrued arrangements and is Not eligible for o bonus

holhday The Company remains in discussion with Jutta Meier, who was appointed to the Board on
Amenco Lemos reloling to the terms of Mis deporture 22 January 2024 as Chisf Financial Circer, aiso

Mark Cubitt, who joined the Board as Non-Executive became CEO on following the Execulive changes

Director and Chair-slect on 8 October 2024, became Jutta receved o one-off additionat allowance of

Executive Chair on 29 October 2024 Mark receved a £62,500 to reflect har significantly increased role and
one-off additional allowance of £87,500 to refiect his ~ Workioad as Chief Executive Officer, which was paid

significantly Increased role and workioad os Executive Ot the end of Apnt 2025 From | May 2025, Jutta will be
Charr, which was paid at the end of April 2025, and s paid £425,000

single total figure of remuneration for Executive Directors {audited information)

The table below sets out a single figure for the total reémuneration receved by each Executive Director for the
yeor ended 31 December 2024 and the prior yeor

Mr Americo Lomos® Mr ¥im Pullon! Mrs J Moler™ Mr M Cubittt® Total
2024 2023 2024 2023 2024 2023 2024 2023 2024 2023
£000 £000 £000 £000 £'000 £000 €000 F£OQ0 £°000 £000
Salary 479 575 - 160 284 - 22 - 785 735
Benefits' 13 16 - 5 10 - - - 23 2
Pension? 47 58 - 12 23 - - - 70 70
Other allowances - - - - 21 - 29 - 50 -
Buy out - cash? - 400 - - - - - - - 400
Buy out - shares - - - - 200 - - - 200 -
Total fixed 539 1,049 - 177 538 - 5) - 1128 1,226
annuct bonus - - - - - - - - - -
Long-term mcentives?* - - - - - - - - - -
Total vanable - - - - - - - - - -
Total Executive
Remuneration 539 1,049 - .177 538 - 51 - 1,128 1,226
Non-executive fees - - - - - - 3 - 3 -

Total Director
Remuneration 539 1049 - 177 538 - 54 - 1,13 1,226

! Benehis consist of haalth cover, private madical nsurance lite assurance, long term disability nsurance cor atlowancea and travel
allowance

2 Executve Dyrectors are enttled 1O pArucipate in a defined contribution scheme, i relation to which the Company contnibutes
10% of salory or equivatent cash allowanco

3 Cosh award ot £800,000 agreed as part of Armonco Lomos recruitment arrangemants £200 000 wos patd on 28 February 2022 and
£200000 was paid on 31 July 2022 The tinal £400,000 was pawd on 31 January 2023

4 No long-terrnincenuves vested

5 Tim Pullen was entitled © poyments n keu of notica totalling £195,000 which were paid within 2023 Tim Pullen also provided tho
Group with consultency servicaes within the year ended 31 Dacember 2023 and was paid an aggregate amount ot £75,000

6 Amenceo Lemos annual saloy was £575,000 The 2024 salary tigure roflocts his date of tlerrmination on 28 October 2024 He wos
enbitod to paymonts in lieu of notice totalling £288,000 of which £96,000 had been paid witnn the year

7 Jutto Meigr received o new startar award on 22 Jenuary 2024 with a vatue of €200,000{995,521 share options} with 50% to vast on
each of the two subsaquent anniversary dotes

8 Jutta Melers annual salary s £300 000 Tha 2024 salary figure reflects her start doig of 22 January 2024

9 Mark Cubitt took on a Non-execulive Diracror and Chair-glact role or the period from 8 October 2024 to 28 October 2024 with an
annucl salary of £50,000 From 29 October 2024, he became Exacutive Cher of IQE wath an annudl salary of £125 000

10 Mark Cubitt receviad @ one-oft additenal allowance of £87,500 to reflect his sigmhicontly increased role and workioad as [xeCulive
Charr irom Naverber 2024, which wall be paid ot the end of April 2025 Jutta Meier recaived a ona-ofl addivonal allowance of
£62,500 to reflect har increased role ang workload as Chiet Exacutive Otticer which will be paid ot the end of Apri 2025 The amount
disclosed reltects the pro-rated allowance reloting to the year ended 31 Decermnber 2024
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Incentive outcomes for year ending
31 December 2024

Annual bonus

The Committee was engaged In discussions with the
Executive Diractors throughout much of the year on
the appropriate structure and parformance targets
for the 2024 bonus By the time Americo Lemos left
the Group 0 October 2024, the Commitiee
determined that the Group s financial parformance
for the year was likely to rean that it would not be
oppropriate to pay bonuses to Executive Directors
and therefore the bonuses for 2024 weie nil

The Committee 1s satisfied the policy has operated as
intended and has concluded that there are no
circumstances ansing where it would need to
exercise discretion to adjust any of the vanable pay
outcomes

long-term incentive plan

The LTIP options that were awarded in 2022 with a
performance penod ending on 31 December 2024
have not satisfied the applicable financial
performance measures and have lapsed in that part.

Percentage change ih Executive Director
remuneration

The table below shows the percentage change in
Executive Director remuneration from the pnor year
compared to the average percentage change in
remuneration for other employees The Executive
Director annual remunsration Includes base salary,
taxable benefits and annual bonus The percentage
change in annual remuneration for other employees
Is calculated using the average increase In the
earnings of ail employees who were employed in the
UK throughout 2023 and 2024 The Committee
considers the UK employee population to be the most
appropriate companson for the CEO vs other
employee pay, as all Executive Directors are currently
employed in the UK, our UK emiployee population
nciudes employees at all leve!s of the organisation,
and pay inflation in our other geographies s affected
by different local market foctors

Relative impoartance of spend on pay

The graph below shows shareholder distnibutions (18
dividends and share buybacks), total employes pay
expenditure and investment in capitol expenditure,
iesearch & development and intangibles for the
financial years endad 31 Decembar 2023 and

31 Decembar 2024

nvestment in

Emplkyea copex, R&D

remuneration  Disinbutlon 10 and

Cosis shaieholders Intangibles

2023 £421m - £181m
2024 £386m - £148m
Decrease {83%) nfa {182%)

Invesiment in
capey, R&ED
and intangibles

Distribution
to sharaholders

Employoe
remunaraton
costs

nfa
42.1m 38.6m

£m

@ 2023

@ 2024
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£30m
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£148m

£20m

£10m

Employae  Disinbubon o  investmani
romunaradon shaicholders incapay,
costs R&D and
intangibras

@ 2023 @ 2024

Amorico Lemoas

Jutta Molor

Mark Cubitt Alk UK, Employges

2024 2023 icroass 2024

2023 Incroas 2024 2023 Ihciease Increasa

Salary 479 575 00% 284

Benefits and
pension 60 74 00% 33

Annual bonus - nfa n/a -

- nfo 22 - nja 39%

- nfa - - n/a 537%
- nfa - - n/a nfa

Total 539 37

- > 22 -

1 Mary Cubitt too¥ on @ Non-Execuiive Director and Chair-¢lect role for tho penod from 8 October 2024 to 28 October 2024 with an
annual salary ot €50 000 From 29 October 2024, he bacame Executive Charr of KQE with an annual salary of £125,000

2 Jutta Meter's anaual salory is £300,000 The 2024 salary bigure reliects her start date of 22 January 2024

3  ameonco Lemos left IQE on 28 Octobar 2024
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Directors’ Remuneration Report continued

Review of past perfermance

The following graph charts the Total Share Return ( TSR) of the Company and the FTSE AIM Index (of whicih IQE s
o member} over the pernad from 1 Junuary 2018 1o 31 December 2024 The table below details the Chief
Executive’s single figure remunseration over the same period

Historical TSR performance
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%
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G 1 1 t t 1 1
pali:] 00 202 0% 2023 2024
@ e @ A ol share
Historical CEO Remuneration
2020 2021 2022 2023 2024
CEO singte figure of remuneration (£000) No 507 643 649 579
STl award as a % of moximum opportunity 79% 0% 0% 0% 0%
LTI award as @ % of maximurm opportunity 0% 0% 0% 0% 0%

The 2024 figure Includes Americo Lernos’ remuneration to the date of his termination on 28 October 2024 Jutta
Meter s remuneration i1s included from 29 October 2024 to 31 December 2024

Scheme interests awarded in 2024 (audited information)

Jutta Meier recelved a new starter award on 22 January 2024 with a value of £200,000 {995,521 share optlons)
with 50% to vest on each of the two subsequent annversary dates Jutta was also granted 860,092 nominai
priced share options with a face voilue of £103,800 in late 2024 This oword will vest after three years subject to
the Remuneration Committee’s assessment of the Group s inanciol performance over that perod

Payment on loss of office {(audited information)

Armerico Lemos, Chiefl Executive Officer, left the Group on 28 October 2024 Under the terms of his departure, he
received payment in iou of notice equal to his basic salary of £287,500 and accrued holiday pay of £53,078
The Company remarns in ciscussion with Americo Lemos rélating to the terms of his departure

Payments to past Directors (audited information)
Andrew Nelson recewved £26,000, under the terms of a consultancy agreement with IQE

single total figure of remuneration for Non-Executive Directors (audited information)

The table below sets out a single figure for the total remuneration receved by each Non-Executive Director for
the year ended 31 December 2024 and the pnor year

NED foos Other Tolal

2024 2023 2024 2023 2024 2023

£ 000 £000 £000 £000 € 000 £ 000

Carol Chesney 50 50 - - 50 50
Sir Derek Jones - 50 - - - 50
Andrew Nelson 35 75 - - 35 75
Victoria Hull 50 50 - - 50 50
Maria Marced 50 - - - 50 -
Barmi Bastan 50 - - - 50 -
Phil Smuth N2 125 — - 112 125
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Directors’ interests {audited information)

A table setting out the beneficial interests of the Directors and ther families 1n the share capital of the
Company as ot 31 December 2024 1s set out below

Since 1 January 2024 there have been the following changes in Directors’ interests 1n shares

Shorgs owned outighl as

Shares awned outlight as

sharehadding sequirement

Current sharghotding %

2024 at 01 Jan 2024 13l Dac 2024 % saloryfleo solary/tee
Dr Andrew Nelson 44,867,587 38,835,514 nfa nfa
Americo lemos 9,837,469 9,837,469 200% 228%
Jutta Meler - - 200% 0%
Mark Cubitt - - nfa 0%
Phil Smith 140,000 140,000 nfa nfa
Carol Chesney 90,000 90,000 nfa nfa
Victong Hult 281192 281192 nfa nfa
Shaias ownaed outnght os Shates owned outiight as Sharebokiing requlremani Cuittant shareholding %
W23 al a1 31 Dac J023 % salary/iee salory/ioe
Dr Andrew Nelson 40,567,234 44,867,587 N/A N/A
Amenco Llemos 970,457 9,837,469 200% 419%
Tim Pullen - - 200% nfa
Phi Srrith 40,000 140,000 - -
Sir Derek Jones - - - -
victona Hull 231192 281,192 - -
cargl Chesnay 40,000 90,000 - -
Directors outstanding share awards (audited information)
Uiwvastad and
subject o ~
Lonbinuad Vesied bul vesied dunng Lopsed dunng Exarcised
2024 periermanca unexaicised year pany dwing year
Amernco lemos - - - 8,815,591 -
Jutta Meter 1,855,613 - - - -
2023 (rostotad)
Amernco lemos 8,815,591 - - - -
Tim Pullen* 3,091,634 - - - -

- All of Timn Pullen s outstanding share awards have lopsed becouse they did not sausty the periormance conditions He resigned as a

Dirggtor on 7 June 2023

The prior peried Unvesied and subject (o conunued pertormance category was disciosed incorrectly 1n the 2023 annual repost and
GOCOUNts for Amanco Lermos as 5,940,591 shares The comparanve has baen restated o prasent the corract number of shares

Summary of shareholder voting at the 2024 AGM

Resuits of the vote on the Remuneration Report at the IQE’'s AGM ¢n 25 June 2024 are as below

total number of

vOias % Ol VOlas cast

For (including discretionary) 508,563,445 9726

Agamst 14,353,825 274

Total votes cast {excluding withheld votes) 522,917,270 100

votes withheld 853178 -

Total votes cast (including withheld votes) 522,980,448 100
IQE Annuat Report and Accounts 2024 95
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Directors’ Report

Directors’ Report

The Directors present therr Annual
Report and the Financial Statements
for IQE plc {the "Company”) for the
year ended 3 December 2024

Principal Activities and Future Development

The Company 1s the ultimate holding compony of a
group of subsichary undertakings {the "Group”)
engaged in the ressarch, dasign, development,
manufacture and sate of compound semiconductor
matericls An overview of our pnncipal activitiss and
an incication of ikely future developments in the
Group 15 given 1n the Strategic Report

Strategic Report

The Strategic Report is set out on pages 2 to 69 of the
Annuol Report

Directors & Directors’ Interests

Biographies of all of the Company's Directors at the
date of this Annual Report, ncluding Non-Executive
Directors, appear on pages 70 to 71 of the Annual
Report Mark Cubitt joined the Board as a Non-
Exacutive Director and Chair-elect on 8 October 2024
and became Executive Charr on 29 October 2024
Jutta Meter, who |joined IQE as Chief Financial Officer
and a Director on 22 January 2024, also became
Chief Executive Officer on 28 October 2024

The beneficial interests of the Directors in the
Company s share capital s shown on page 95 of the
Rernuneration Report

No Director was beneficially interested in the shares
of any subsichary company at any tume during the
year

In the yeor to 31 Dacember 2024, no Director had a
materiol interest N any contract of significance with
the Company or any of its subsidiaries

Insurance and Indemnities

The Group mMaNtains nsurcnce to cover its Directors
and officers aganst ther costs in defending
themselves in lego! procesdings token ogomst them
in thot capacity and in respect of darnages resulting
from the unsuccessiul defence of any proceedings In
addition, to the extent permitted by UK law, the Group
ndemnifies its Directors and officers for habiities
ansing from such proceedings Neither the insurance
nor the iIndemnity provides cover for situations where
the Director has acted fraudulently or dishonestly
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Risk Management and Principal Risks

A description of sk management and the principal
risks facing the business are set out on pages 62 to
67 of the Annual Report.

Relationship with Suppliers and Customers

Our relationships with our customers are expiained
throughout the Annual Report, particularly on page
34 Qur ralationships with our suppliers are specifically
covered on page 35 of the Annual Report

The Group seeks to agres favourable credit terms
with its supphers where possible

Auditor and Disclosure of Information to
the Auditor

The Company’s auditor throughout the penod of this
Annual Report was KPMG LLP, who were appointed In
December 2017

As ot the date of the approval of this Annual Report,
as far as each Diractor s aware, there 1S no ralevant
audit information of which the Company's auditor 1s
unaware Each Director has taken all such steps as he
or she ought to have taken as a Director in order to
make himself{herself aware of any relevant audit
information and to establish that the Company's
auditor 1s aware of that information

Share Capital

The Company's share capital 1s made up of one class
of ordingry shares of ip each which each carry one
vote at general meetings of the Company Excapl as
set out In the Articles of Assocration or In applicable
legisiation, there are no restnctions on the transfer of
shares in the Company and there are no rastrictions
on the voting nghts in the Company's shares The full
nghts and obligations ottachuing to the Company’s
orchinary shares, as well as the powers of the
Directors, are sst out In the Company’s Artictes of
Association, a copy of which 1s availlable on the
Compaony’s website These can alsg be obtained from
Companies House or by wrnting to the General
Counsel and Company Secretary

The Company 1s not aware of any agreements
entered into betwesan any shareholders 1n the
Company which restiict the transfer of shares or the
exgreise of any voting nghts attached to the shares
The Company has not acquired any of its own shares
dunng 2024 (2023 ni)

Financial Instruments

An explanation of the Group policies on the use of
financial iInstruments and financial nisk management
objectives is contained n Note 23 of the financial
statements
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Substantial shareholdings

As at 30 Apnl 2025, the following are beneficial
interests of 3% or more (where the holding I1s direct) or
of 5% or more (where the holding is indirect) which
have been notified to the Directors of the Company

tssugd Capital
S

Shdaroholder »hores

Lombard Qchier

Investrent Managers 143,680,429 1479
Canaccord Genuity

Weaglth Management 92,591,748 253
T Rowe Prica

Global Investments 77,842,802 802
Artison Partners 74,179,848 764
Hargrecaves Lansdown 71,476,572 736
Mr Richard Gniffiths 60,891.441 627
interactive Investor 59,085,719 608
Dr Andrew W Nelson 38,835,514 400
M&S Investments 38,159,663 3393

Source EGuIN Investor Analyucs

Going Concern

In the twelve months to 31 December 2024, reported
revenue has remained subdued at £118,034,000, the
Group made a loss after tax for the year of £38178,000
and adjustad net debt increased to £18,800,000

In assessing the going concern basis of preparation,
the Directors have considered the penod 1o

30 Septermnber 2026 (‘the going concern assessment
penod’} to align with the expiry of the extended RCF
and extended term date of the CLN The Directors have
prepared financial projections contaning both a base
case’ and a ‘severe but plausible downside case

In both the base and severe but plausible downside
case, the Group is forecast to maintcun liquichty
headroom and to comply with its mimimuim EBITDA
and minimum hquidity covenants up to the date of
oxpiry of the RCF on 1 September 2026 or redemption
of the CLN on 13 September 2026

The Directors, as part of the announced Strategic
Review, plon to rouse cosh from the divestment of
Group assels to ensure that the Group has @ strong
capital position to further invest in its core operations
and to enable the Group to refinance or repay its loan
facities In the firstinstance, this plan includes
divestment options for an (PO or full sale of the Group's
Tawan operations and a comprenhensive Strategic
Review of all other Group assets and operations

Whilst the Directors are confident that the divestment
of IQE Tawan 1s progressing as planned and will
reclise sufficient cash, they acknowledge that a
delayed outcome of the potential sale or IPO of the
non-core asset could impact the avalability of
sufficient funding for the Group's needs beyond the
matunty of its existing faciities

The Directors have congluded that the successful
completion of the planned sale of non-core assets
andfor ovenlability of sufficient, appropriate funding
for the group’s needs bayond the maturity of existing
faciities rapresents a matenial uncertamnty related to
events or conchtions that may cast significant doubt
on the Group's and the company s ability to continue

IQE Annual Repon and Accounts 2024

Qs a going concern ond, therefore, that the group
and company may be unable 1o realise ther assets
and chscharge therr lobilities in the nermal course of
business The financiol staterments do not Include
any adjustments that would resuit from the basis of
preparation being inappropnate Detads of the gong
concern assumption and basis of accounting 1s set
out In note 2 2 to the financial statements

Dividends

The Directors do not recormmend the payment
of a dmidend (2023 £nil)

Research and Development

The Group continues to devote significant resources
to the research and developrment and the updating
ond expansion of its range of products in ordler to
remain at the forefront of its world markets Further
information on the expenditure on research and
development I1s contained in Note 6 of the Financial
Statements The amount of reseaich and
development expenditure capitalised, and the
amount amortised, in the yaar, are given in Note 6 of
the Financial Statements

Employment Policies

A review of the Group's employment policies Is
provided on pages 40 to 42 of the
Annual Report

Political Donations

The Group has a policy of not making political
donotions and no polibcal donabions were made
dunng the year {2023 nif)

Climate Change, Greenhouse Gas and
Energy Emissions

The Group recognises Climate Chonge 1s a key
challenge for the world and i1s working to minmuse its
environmental mpact through a ngorous
environmental management system, in order to
rminimise greenhouse gas (GHG) and energy
erssions We recognise that as a technology leader,
IQE 151 a unigue position to be able to IMprove
energy efficiency through our products

Cur approach to envircnmental protection 1s
underpinned by our Environmental Policy and
Environmental Management System, which ensures
all our sites operate in compliance with 150 14001
requirements We targst minirrusation of GHG and
energy ermissions, as well as focusing on waste, water
and recychng initiatives

Details of our GHG and enargy emissions figures, as
well as the measures we are undertaking to promote
energy efficiency, including incorporating energy-
saving features nto faciity design, can be found on
pages 48 to 49

Details of our approach to chmate-reloted nisks and
opportunities con be found on poge 50

LA

Mark Cubitt
Exacutive Chaur, IQE ple

12 May 2025 o
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Statement of Directors’ responsibilities

Statement of Directors’
responsibilities in
respect of the Annual
Report and the Financial

Statements

The Duectors are responsible for preponng the
Annual Report and the Group and parent Company
financial statements 1in accordance with applicable
low and reguiations

Company law requires the Directors to prepare
Group and parent Company financial statements for
each financial year Under the AlM Rules of the
London Stock Exchange, they arg required [0 prepadre
the Group's financial statements i accordance with
UK adopted international accounting standards and
applcable law and they hove elected to prepare the
parent Company financial statements on the same
basis

Under compoany law, the Directors must not approve
the financial statements unless they are satished that
they give a true and fair view of the state of affairs of
the Group and parent Company and of the Gioup’s
profit or loss for that penod In prepanng each of the
Group and parent Company financial staterments, the
Directors dre required to

+ Select suitable occounting policies and then apply
therm consistently,

« Make jJudgements and estimates that are
regsonable, relevant and reliabtle,

+ Stote whether they hove been piepared in
accordance with UK gdopted internabienal
accounting standards,

+ Asgsess the Group and parant Cormpany’s ability to
continue as a going concern, disclosing, as
applicable, matters related to going concern, and

« Use the going concern basis of accounting untess
they mtend etther to hquidote the Group or the
parent Cormpany or to cease operations, or have
no realistic alternative but to do so

The Directors are responsible for keeping adequate
accounting records that are sufficient to show and
explain the parent Company's transactions and
disclose with reasonable accuracy at any me the
financial posiien of the parent Company ond enable
them to ensure that its flnancial statements comply
with the Companies Act 2006 They are responsible
for such internal control as they determine is
necessary to enable the preparation of financial
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statements that are free from motenal rmisstatemeny,
whether due to fraud or error, and have general
respansibihty for taking such steps as aré reasonably
open to them to safeguard the ossets of the Group
and te prevent and detect fraud and other
nregularities

The Directors have decided to prepare voluntarly a
Directors Remuneration Report in accordonce with
Schedule 8 to The Large and Medium-sized
Companies and Groups {Accounts and Reports)
Regulations 2008 made under the Companies Act
2006, as if those requiremants applied to the
Company The Directors have also decided to
prepare voluntarily a Corporate Governance
Statement as if the Company were required to
comply with the Listing Rules and the Disclosure
Guidance and Transparency Rules of the Financial
Conduct Authonty in relation to those matters

Under applicable low and regulations, the Directors
are clso responstble for preparing o Strategic Report
and o Directors Report that complies with that law
and those regulotions

The Directors are responsible for the maintenonce
and integrity of the corporate and financial
information included on the Company’s website
Legisiation in the UK governing the preparation and
dissemination of financial statements may differ from
legislation in other junsdictions

Wae consider the Annual Report and financial
statements, taken as a whoete, is fair, balanced and
understandable and provides the information
nacassary {or sharsholders 1o assess the Group's
position and performance, business model and
strategy

Approved by the Board and signed on its behalf by

LA

Mark Cubitt
Executive Chaur, IQE plc

12 Moy 2025
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Non-Financial and Sustainability Information Statement

Non-Financial and
Sustainability
Information Statement

The table below outhines how we meet the non-financial and reporting requirements set out In the Companies
Act 2006 Our business model s set out on pages 12 and 13 Our vision and rmission statemants are descnbed
on page 1, and on pages 37 to 49 we sat out how we act as a responsible business

Requirdmenl

Intornation necassary 10 understand oul busingss

Key |policias

Environmental Matters

Our Group policies that support envronmental

matters help keep our people and
communities sofe

Sustainability - see pages 48

Task Force on Cimate-related Financial
Disclosures - see pages 50 to 60

Environmental Policy
Code of Conduct

Colleagues

IQE promotes a safe working culture where ol
of our colleagues, whichever theur diverse
background, feel welcomed and belong Our
HR and ethics policies help to support this
ambition

Code of Conduct

Health and Safety Policies
Dignity at work Policy
Paterruity Leave Policy
Whistleblowing Policy
Flexible Working Policy
Hybnd working Policy

Social Matters

Our Code of Conduct helps our people to do
the nght thing and 1s a framework for
responsible business practices

Ethical standards - page 39

Community engagement - page 43

Health and Safety - pages 46 to 47
Environmental performance - page 48 to 49

Code of Conduct
Environment Policy
Health and Safety Policies

Human Rights

We consider our vaiue chain when
considenng human nghts, including cur own
operations, suppliers and customers

Suppliers - page 38
Antr-Slavery Statament - page 39

Whistleblowing ond Speak-Up Staterment -
page 39

Codse of Conduct
Anti-Slavery Statement
Data Protection Policy
whistleblowing Policy

Anti-corruption and
ant-bribery

Our Group giobal policies support compliance

with international laws relating to anti-bribery
and corruption

Ethical standards - page 39

Codse of Conduct

Ant-Bnbery and Corruption
Policy

Gifts and Hospitality Policy

Chmate-related
financial cisclosures

We are committed te reducing the impact of
our aperations on the environment

TCFD Report - pages 50 to 60

Environment Policy

IQE Annual Raport and Accounts 2024
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Independent
auditor’s report

to the members of IQE plc

We have audited the financial statements of IQE
ple {“the Company”} for the year ended 31 Matenality £0 96m (2023 £0 90m)
group financal

December 2024 which comprise the g o,
consolidated income statement, consohdated statements as a 0 81% (2023 ?e?,:,,-:;:
statement of comprehensive income, whaole
consolidated balance sheet, consolidated
staternent of changes in equity, conschidated Coverage 93% of group revenue
cash flow statement, parent company balance
sheet, parent company statement of changes in
equity, parent company cash flow statement and
the related notes, including the accounting Key audit matters vs 2023
policies in note 2
In our opinIOn Recurring nsks  Going concern A
— the financial statements give a true and fair
view of the state of the Group's and of the Carrying amount of A
parent Company's affairs as at 31 December Wireless and
2024 and of the Group's loss for the year Photonics cash
then ended, generating units
— the Group financial statements have been
properly prepared in accordance with UK- Revenue recognition A
adopted international sccounting standards,
— the parent Company financial statements Parent Recoverability of a»
have been properly prepared in accordance Company Only parentcompany's
with UK-adopted international accounting \nvestments in
standards and as applied 11 accordance with subsidianes
the provisions of the Companies Act 2006,
and

— the ftnancial statements have been prepared
tn accordance with the requirements of the
Companies Act 2006

Basis for opinion

We conducted our audit in accordance with
International Standards on Auditing (UK) {*ISAs
{UK)”) and apphcable law Our responsibilities
are described below We have fulfilled our
ethical responsibiities under, and are
independent of the Group in accordance with,
UK ethical requirements including the FRC
Ethical Standard as applied to hsted entities We
believe that the audit evidence we have
obtained 1s a sufficient and appropriate basis for
our gpinien

IQE Annual Report and Accounts 2024



2  Matenal uncertainty related to going concern

The risk Qur response

Gotng concern
Risk vs 2023 4

Refer to pages 78 and 79
{Audit commuttee report)

We draw attention to note
2 2 to the financial
statements which indicates
that there is uncertainty
over the successful
completion of the planned
sale of non-core assets
and / or availlability of
sufficient, appropriate
funding for the group's
needs beyond the matunity
of existing faciities These
events and conditions,
along with the other
matters explained in note
2 2, constitute a matenal
uncertainty that may cast
significant doubt on the
group’s and the parent
company’s abihty to
continue as a going
concern

Qur opinion 1S not
modified in respect of this
matter

Disclosure quality

The financial statemeitts explain how
the Board has formed a judgement
that 1t 1s appropriate 10 adopt the
going cencern basis of preparation for
the Group and parent company

That judgements based on an
evaluation of the inherent risks to the
Group's and Company’s business
model and how those risks might
affect the Group's and Company's
financial resources or ability to
continue operations unul at least 30
September 2026

There is httle jJudgement involved in
the directors’ conclusion that risks and
circumstances described o note 2 2

to the financial statements represent a
matenal uncertamnty over the ability of
the group and company to continue as
a going concern until at least 30
September 2026

However, clear and fuil disclosure of
the facts and the directors’ rationate
for the use of the going concern basis
of preparation, including that there is
a related matenal uncertainty, 1s a key
financial statement disclosure and so
was the focus of our audit «n this area
Audinng standards require that to be
reported as a key audit matter

Qur procedures included

— Assessing transparency We considered

whether the going cancern disclosures in note
2 2 to the financial statements give a full and
accurate description of the directors’
assessment of going concern, including the
identified nisks, dependencies and related
sensitivities

Our assessment of management’s going concern
assessment also 1ncluded

Funding assessment We reviewed the lender
agreements, including the Revolving Credit
faciity (RCF) and the Convertible Loan Note
(CLN} to understand the terms including
covenant requirements, maturity and any
restrictions 1n the use of funds We inspected
confirmation of the waiver of the December
2024 covenant requirements by the Group's
lenders 1n that month

— Test of detail We used our modethng

specialists to assess the integnity of the
financial model used by the Board to assess
the base case projections and the vanous
scenanos, including the severe but plausible
downside forecasts

Histonical comparnisons We considered
forecasting accuracy when preparing forecast
data by performing retrospective review of
historical forecasts to actuals

Banchmarking assumptions We benchmarked
the key assumptions behind the cashfiow
forecasts to custamer forecasts where
avallable We also benchmarked to wider
market commentary and market research
repors

Sensitivity analysis We assessed the
downside sensitivities 1o ensure that these
were consistent with our knowledge of the
business, the associated nsk exposure and we
considered the most recent trading results to
form a haolistic view of the Group We
considered sensitivities over the level of
available frnancial resources indicated by the
Group's financial forecasts taking account of
plausible, but not unrealistic, adverse effects
which could arise from these risks, both
individually and collectively

Evaluating Director’'s intent We evaluated the
achievabihity of the mitigating actions the
Directors consider they would take to improve
the Group's financial position, should further
risks matenalise, which include delays on
discretionary expenditure and delays to certain
software upgrade expenditure, taking into
account the extent 1o which the Directors are
able to control the tming and outcome

KhiAG)
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3  Other key audit matters our assessment of nsks of material misstatement

Key audit matters are those matters that, in our professional judgement, were of most significance in the audit of the financial
statements and include the most significant assessed nsks of matenal misstatement {whether or not due to fraud} identified by
us, including those which had the greatest effect on the overall audit strategy, the allocation of resources in the audit, and
directing the efforts of the engagement team These matters were addressed in the context of our sudit of the financial
statements as a whole, and 1n forrming our opimion thereon, and we do not provide a separate opinion on these matters  Going
concern is a significant key audit matter and 15 descrnbed in section 2 of our report In arriving at our audit opinton above, the
ather key audit matters, in decreasing order of audit significance, were as follows (unchanged from 2023}

The risk Qur response

Carrying amount of Wireless and Forecast based assessment Our procedures included
Photonics cash generating units

The carrying amount of the Wireless — Benchmarking assumptions Comparng
{Wireless - £88 3 million, 2023 and Photonics cash generating units the Group’s assumptions, in particular
£89 1 million are at an increased risk of those relating to forecast revenue growth
Photonics - £121 2 milhion, 2023 irrecoverability due to the impact of to externally denved data, such as
£131 9mihion current market conditions on the independent market reports and
Wireless Impairment - £3 1m, timing and level of cashflows customer communications where

0 1abl

2023 nil) The estimated recoverable amount 1s available

subjective due to the inherent — Valuation expertise We derived a
Riskvs 2023 A

uncertainty involved in forecasting reasonable range of appropriate discount
Refer to page 79 {Audit future revenue growth and applying rates independently, with the support of

an appropriate discount factor our valuation specialist and compared

committee report), note 2 5 and

!
2 & (accounting policy), note 31 The current market capitalisation 1s these with those calculated by the Group

faccounting estimate) and note  below total net assets This 1s ~ Histonical compansons We considered

13 {financial disclosures) therefore a potential Imparrment forecasting accuracy when preparing
indicator which also increases the forecast data by performing retrospective
associated nisk review of istorical forecasts to actuals

h
The effect of these matters 15 that for revenue growt

. there 15 a high degree of uncertainty - Sensitivity analysis We performed
and involvement of subjective key reasonably foreseeable scenario analysis
assumptions, with a potential range on the discount rate and growth
of reasonabie outcomes greater than assumptions included in the forecast

our matenality for the financial
statements as a whole, and possibly
many times that amount

— Personnel interviews We held
discussions with the Group’s Chief
Technology officer and the Group Chief

We also identified a fraud nsk related Revenue Officer to corrobarate our
to the estmation of the recoverable understanding of future uses for
amount of the Wireless and Photonics technologies and routes to market

cash generating units 1n respense to
possible pressures on the Group
ansing from the announced strategic

— Companng valuations Comparing the
sum of the discounted cash flows to the
Group’s market capitalisation to assess

review the reasonableness of those ¢ashflows
The financial statements {note 13} and

disclose the sensitivities estimated by

the Group — Assessing transparency Assessing

whether the Group's disciosures about
the sensitivity of the outcome of
impairment assessment to changes in key
assumptions reflected the risks mherent
in the recoverable amount of the Wireless
and Photonics cash generating units

We performed the tests above rather than
seeking to rely on any of the Group's
controls because the nature of the balance s
such that we would expect to obtamn audit
evidence primarity through the detailed
procedures described
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3 Other key audit matters our assessment of nisks of material misstatement

Revenue recognitton

{118 0 million, 2023 £115 3
million}

Riskvs 2023 A

Refar to page 79 fAudit
committee report} note 2 22
{accounting policy} and note 4 3
{financial disclosures)

Fraud nisk related to revenue
recagnised in the incorrect pertod

Due to the Group’s continued
subdued performance there are
pressures on achieving internal and
external expectations of results
because of the announcement of the
Strategic review, 1n particular
Revenue and Adjusted EBITDA
targets, theretore there may be an
incentive to accelerate or delay the
recogmtion of revenue in the cut-off
penod

Our procedures included

Test of detail We agreed a sample of
sales transactions arising around the year
end based on their financial sigmificance,
to purchase order and external delivery
confirmation, to assess whether the
performance obhgation has been met and
that revenue has not been over- or
understated n the year

Test of detarl We agreed a sample of
post year end credit notes, based on thewr
financial sigmficance, to sales order and
external delivery confirmation, to assess
that revenue has not been overstated to
date

Test of detail We agreed a sample of
inventory quantities used in the year end
revenue recogmton adjustment to
inventory and purchase order

We performed the tests above rather than
seeking to rely on any of the Group's
controls because the natyre of the balance is
such that we would expect to obtain audit
evidence primanly through the detailed
procedures described

Parent company Recoverability
of parent company’s
investments in subsidianies

{Investments £80 6 mitlion,
2023 £66 2 million}

Reversal of impairment £18 6m
{2023 mil)

Risk vs 2023 4p»

Refer to note 2 29 (accounting
policy) and note 16 ffinancial
disclosures)

Low nsk, high value

The carrying amount of the parent
company’s investments In

subsidianes represents 39% (2023
26%]} of the company’s total assets

The recoverable amount of the
investments (s subjective due to the
inherent uncertainty involved in
forecasting and discounting future
cashflows however, this i1s not
considered to be at a high risk of
significant misstatement Due to therr
size In the context of the parent
company financial statements, this 1s
considered to be the area which has
the greatest impact on the parent
company audit

Our procedures included

Test of detail We compared the carrying
amount of 100% of investments to the net
assets of the relevant subsidiary included
within the group consclidation to identify
whether the net asset value, being an
approximation of the mimmum
recoverable amount, was in excess of
thewr carrying amount and assessed
whether those subsidiaries have
historically been profit-making

Assessing subsidiary audit We assessed
the work performed by the subsidiary
audit teams on all of those subsidiaries
and considered the results of that work
on those subsidianes’ profits and net
assets

Comparing valuations For the
investments where the carrying amount
exceeded the net asset value, we
compared their carrying amount with the
expected value of the business based on
the subsidiaries’ forecast profitabwhity and
cashflows

We performed the tests above rather than
segking to rely on any of the Group's
controls because the nature of the balance s
such that we would expect to obtain audit
evidence pnimarily through the detailed
procedures described

KbmE
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4,

Our apphication of materiality and an overview of the scope of
our audit

Materiality for the Group financral statements as a whole was set
at £0 96m (2023 £0 90 million), determined with reference to a
banchmark of Group revenue of which 1t represents 0 8% {2023
0 80%) We consider total Group revenue to be the most
appropriate benchmark as it provides 8 more stable measure
year on year than Group loss before 1ax because of significant
fluctuations 10 recent years

Matenalhty for the perent Company financial statements as a
whole was set at £0 85m (2023 £0 93 million), determined with
reference to a benchmark of Company total assets, of which it
represents 0 45% (2023 0 39%)

in ine with our audin methodology, pur procedures on
individual account balances and disclosures ware performed to
a lower threshold, performance materiality, so as to reduce to
an acceptable level the risk that individually immaternal
messtatements (n individual account balances add up to a
matenal amount across the financial statements as a whole

Performance materiality was set at 65% (2023 65%} of
matenalny for the financial statements as a whole, which
equates to £624,000 (2023 £611,000) for the Group and
£617,000 (2023 £604,000) for the parent company We apphed
this percentage in our determination of performance
matenalrty based on the leve! of identfied misstatements and
control deficiencies identified in the prior year

We agreed to report to the Audit Committee any corrected or
uncarrectad wentified musstatemants exceeding £43,200 (2023
£47,000), 1n addimon to other identified misstatements that
warranted reporting on qualitative grounds

Overview of the scope of our audit

This year, we apphed the revised group auditing standard n
our audit of the consohidated financial statements The revised
standard changes how an audior approaches the identification
of components, and how the audit procedures are planned and
executed across components

In particular, the definttion of 8 component has changed,
shifting the focus from how the entity prepares financial
information to how we, as the group auditar, plan to perform
audrt procedures to address group risks of materal
misstatement ('RMMs") Simularly, the group auditor has an
incressed role in designing the audit procedures as well as
making decisions on where these procedures are performed
{centrally and/or at component level) and how these
procedures are executed and supervised As & result, we assess
scoping and coverage in 8 different way and comparisons 1o
pnor penod coverape figures are not meamngful 0 this repont
we provide an indication of scope coverage on the new basis

Woe performed rnisk assessment procedures to determine which
of the Group’s components are likely to include nisks of
matenal misstatement to the Group financial statements and
which procedures to perform at these components 1o address
those risks

In total, we identified 18 components, having considered our
evaluation of the Group's operational structure and our abilnty
10 perform sudn procedures centrally

Of those, we identified 5 quantitatively significant componems
which contained the largest percentages of either total revenue
or total assets of the Group, for which we performed audit
procedures

We also identified 1 component as requining special audit
constderation, owing to risks related to revenue and related
accounts, costs and inventory

Additionally, having considered qualnative and guantitative
factors, we selected 3 components with accounts andfor
disclosures contnibuting to the specific RMMs of the Group
financial statements

Kbk
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Group Revenue
£118 Om {2023 £115 3m}

O Revenues
B Group matenalty

Group mateniality
£0 96m (2023 £0 90m)

£960,000

Whole financial

statements maternality (2023
£900,000}

£624,000

Whole financial

statements performance
matenality {2023 £611,000}

£696,000

Range of matenality at 7
companents (£264,000 to
£696,000)

{2023 £376,000 10 £752,000}

£43,200

Misstatements reported to the
audit commities {2023
£47,000}

Our audit procedures covered the following percentage of Group revenue

Group revenue

e
7

i

4a%

We performed audit procedures in relation to
components that accounted for the fallowing
percentages

Group tota] assets Group loss before tax

//7

0%

49%
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4 Qur application of matenality and an overview of the scope of
our audit {continued}

Accordingly, we performed audit procedures on 9 components,
of which we involved component auditors in performing the
audit work on one component We alsa performed the audit of
the parent Company

The Group auditor set the component matenalnies which
ranged from £264,000 to £696,000 (2023 £376,000 to £752,000}
having regard for the mix of size and nisk profile of the Group
across the components

QOur audit procedures covered 93% of Group revenue and we
performed audn procedures in relation to components that
accounted for 78% of Group loss before tax and 89% of Group
total assets

For the remamming components for which we performed no
audit procedures, no component represented more than 5% of
Group total revenue, Group profit before tax or Group total
assets We parformed analysis at an aggregated Group level to
re-examine our assessment that there 1s not a reasonable
possibiity of a material misstatement In these components

The Group auditor 1ssued audit instructions to component
audnors on the scope of thewr wark, including minmmum
procedures to perform 1n thewr audn of revenue

As part of establishing the overall Group audn strategy and
plan, we conducted the risk assessment and planning
discussion meeting with the component auditor to discuss
Group audnt risks relevant to the component, including the key
audnt matter in respect of revenue recognitton

We visited one companent auditor in Tamwan to assess the
audit nsk and strategy Video and telephone conference
meenngs were also held with the component auditor At these
visits and meetings, the resufts of planning procedures and
further audit procedures communicated to us were discussed
n more detail, and any further work required by us was then
performed by the component auditor

We inspected the work performed by the component auditor
for the purpose of the Group audit and evaluated the
apprapriateness of conclusions drawn from the audit evidence
obtained and consistencies between commun:cated findings
and work performed, with a particular focus on work related to
revenue recogmtion and journal entries

Impact of controls on our audit

The Group has three main IT systems relevant ta our group
audit, being

- ERP system used by one out-of-scope component,

- ERP system used by all remaining in-scope components,
and

- Inventory management system used for managing itermised
inventory writh gquantities and recording movements

Woe obtained an understanding of these IT systems in the
current periad and identified that the Group do not rely on
automated controls in their financial reporting process Our
knowledge of the general contro! environment obtained \n the
current year and previous audits indicated that we would be
unlikely to obtain the required evidence 10 support reliance on
IT cantrols In addition, whilst the majority of components use
the same ERP system, a number of versions of that ERP system
15 used within the Group and therefare there are multiple
nstances of similar controls  As a result, we did not plan to
rely on the Group’s genera! IT controls in our audit and instead
planned additronal substantive testing

Manual control deficiencies, Including in relation 1o journals,
were identified across the Group which, follpwing incremental
risk assessment, didn’t lead to significant changes to our
planned audit approach or to identification of additional fraud
risks, but resulted in a pnimariy substantive audit approach
being undertaken n all areas of the audnt

KbIG)
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We adopted a data-ortented approach to testing journals across
all companents and m ane component used data and analytical
routines to test revenue Given that we thd not rely on IT controls,
8 manual testing approach was performed over the completeness
and accuracy of data used in these routines and n respect of
system data used in our substantive testing on other
transactional areas

Going concern basis of preparation

The directors have prepared tha financial statements on the going
concern basis as they do nhot intend to kquidate the Group or the
Company or to cease their operations, and as they have
concluded that the Group's and the Company’s financial position
means that this 1s realistic for the penod to 30 September 2026
{“the going concern period™) As stated in section 2 of our report,
they have also concluded that there is a matenal uncertainty
related to going concern

An explanation of how we evaluated management’s assessment
of going concern 1$ set out In section 2 of our report Cur
conclusions based on this work

* we consider that the directors’ use of the going concern basis of
accounting n the preparahion of the financial statements 1s
appropriate,

* wa have nothing matenal to add or draw attention to n relation
to the directors’ statement on pages 117 to 118 to the financial
statemants on the use of the going concern basis of accounting,
and their idenufication therein of a matenal uncertainty over the
Group and Company’s ability to continue 10 use that basis for the
going concern period

Fraud and breaches of laws and regulations - ability to detect

ldentifying and responding to risks of material misstatement
due to fraud

To identify nsks of material misstatement due to fravd (“fraud
risks”} we assessed events or conditions that could indicate an
Incentive or pressure 1o commit fraud or provide an opportunity
to commit fraud Our risk assessment procedures included

— Enguining of directors, the Audit Committee and the
Company Secretary and inspection of policy documentation as
to the Group’s high-level policies and procedures to prevent
and detect traud, including the Group's channel for
"whistleblowing”, as well as whether they have knowledge of
any actual, suspected or alleged fraud

— Reading Board, Audit Commuttee and Remuneration
Committee meeting minutes

— Considering remuneration incentive schemes and
performance targets for directors and management ncluding
bonus targets and Long Term Incentive Plan EPS growth targets
for director and management remuneration

— Consultation with our own forensic protessionals regarding
the identified fraud nisks and the design of the audit procedures
planned in response to these

We communicated identified fraud risks throughout the audit
and remained alert to any indications of fraud throughout the
audit This included communication from the Group auditor to
the component auditor of relevant fraud rnisks tdentified at the
Group fevel and requesting the component auditor performing
procedures at the component level to report to the Group
auditor any identified fraud nisk factors or identified or
suspected instances of fraud

As required by audming standards, and taking into account our
overall knowledge of the control environment, possihle
pressures to meet profit targets and revisions to market
guidance, we perform procedures to address the nsk of
management override ot controls and the rnisk of fraudulent
revenue recognition, in particular the nisk that revenue is
overstated or understated through recording revenue in the
wrong penod

We also 1denufied a fraud nisk related to the carrying amount of
Wireless and Photonics cash generating units in response to the
Group's announced strategic review

Further detail in respect of this risk i1s set out in the key audit
matter disclosures in section 3 of this report
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6 Fraud and breaches of laws and regulations — ability
to detect [continued)

Identifying and responding to risks of marerigl
misstatement due to fraud {continuad)

In determining the audit procedures we took into
account the results of our evaluation and testing of the
operating effectiveness of some of the Group-wide fraud
risk management controls We also performed
procedures mcluding

— ldenufying journal entries to test at selected
components based on risk criteria and comparing the
identified entries to supparting dacumentation These
included those posted by semor finance management
and those posted to revenue and cash accounts with an
unusual account pairing

— Assessing whether the judgements made in making
accounting estimates are indicative of 2 potential bias

Identfying and responding to risks of material
misstatement due to non-compliance with lsws and
regulations

We dentifred areas of laws and regulations that could
reasonably be expected to have a matenal effect on the
financial statements from our general commercial and
sector experience and through discussion with the
directors and others within management {as required by
auditing standards} and discussed with the directors and
others within management the policies and procedures
regarding comphance with laws and regulations

We communicated identfied laws and regulations
throughout gur team and remained alert to any
indications of non-compliance throughout the audit
This included communicabon from the Group avdit
team to the one component auditor of relevant laws and
regulations identifred at the Group level, and a request
for the component auditor to report 1o the Group audst
team any instances of non-compliance with laws and
regulations that could give rise to a matenal
misstatement at the Group level

The potential effect of these laws and regulattons on the
financial statements vanes considerably

Firstly, the Group 1s subject to laws and regulatrons that
directly affect the financial statements including financial
reporung legislation (including related companies
legislation), distributable profits legislation and taxation
legislation, and we assessed the extent of compliance
with these laws and regulations as part of our
procedures on the related financial statement items

Secondly, the Group 1s subrect to many other laws and
regulations where the consequences of non-comphance
could have a matenal effect on amounts or disclosures
in the financial staternents, for instance through the
impositon of fines or higation We identified the
following areas as those most likely to have such an
effect health and safety and hazardous matenal
legislation, environmentat legislation, export control
legislation, anti-bribery, employment law and certain
aspects of company legislation, recognising the nature
of the Group's global manutacturing and development
activities and its legal form Auditing standards himit the
required audit procedures te identify non-compliance
with these laws and regulattons 10 engquiry of the
directors and other management and inspection of
regulatory and legal correspondence, If any Therefore if
a breach of operanonal regulations is not disclosed to us
or evident from relevant correspondence, an audit will
not detect that breach

kbl
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Context of the abiiity of the audit to detect fraud or
breaches of law or regulation

Owing to the inherent imitatons of an audit, there 1s an
unavoidable risk that we may not have detected some
matenal risstatements in the financial statements, even
though we have properly planned and performed our
audnt i1 accordance with audiing standards For
example, the further removed non-comphance with laws
and regulations 1s from the events and transactions
reflected in the finanoal statements, the less hikely the
inherently imited procedures required by auditing
standards would idenufy nt

In addition, as with any audit, there remained a higher
nisk of non-detection of fraud, as fraud may involve
coliusion, forgery, intentronal omissions,
rmisrepresentations, or the overnde of internal controls
Our audit procedures are designed to detect matenal
misstatement We are not responsible for preventing
non-comphance or fraud and cannot be expected to
detect non-compliance with all laws and regqulations

7 We have nothing to report on the other information
the Annual Report

The directors are responsible for the other information
presented in the Annual Report together with the
financial statements Qur opimon on the financial
statements does not cover the other iInfarmation and,
accordingly, we do not express an audit opimon or,
except as explicitly stated below, any form of assurance
conclusion thereon

Our responsibility 1s to read the other information and,
tn doing so, consider whether, based on our financal
statements audit work, the information therein 1s
matenally rmisstated or inconsistent with the financial
statements or our audit knowledge Based solely on that
work we have not identified material misstatements in
the other informeation

Strategic report and directors’ report

Based solely on our work on the other information

— we have notidentified matenal misstatements in the
strategic report and the directors’ report,

— 1n our opinicn the information given in those reports
for the financial year 1s consistent with the financial
statements, and

— i our opinton those reports have been prepared in
accordance with the Compantes Act 2006

Dhrectors’ remuneration report

In addition to our audit of the financial statements, the
directors have engaged us to audit the information in
the Directors’ Remuneration Report that i1s described as
having been audited, which the directors have decided
to prepare as if the Company were required to comply
with the requirements of Schedule 8 1o The Large and
Medium-sized Companies and Groups (Accounts and
Reports) Reguiations 2008 (SI 2008 No 410} made under
the Companies Act 2006

In our opinion the part of the Directors’ Remuneration
Reportto be audited has been properly prepared
accordance with the Companies Act 20086, as if those
requirements applied to the Company

Disclosures of emerging and principal risks and longer-
term viability

We are required to perform procedures to identify
whether there 1s a matenal inconsistency between the
directors’ disclosures in respect of emerging and
principal risks and the viability statement, and the
financial statements and our audit knowledge
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7 We have nothing to report on the other information in the
Annual Report [continued}

Based an thase procedures, other than the material
uncertainty related to going concern referred to above we
have nothing further maternal 1o add or draw attention to n
relation to

— the directors’ confirmation within the Viabthity Statement
on page 68 that they have carned out 2 robust assessment
of the emerging and principal risks facing the Group,
including those that would threaten its business model,
future performance, sclvency and Ligquidity,

— The principal risks and uncenainties disclosures deseribing
these nisks and how emerging nsks are identfied, and
explaining how they are being managed and mitigated, and

— the directors” explanation in the Viability Statement of how
they have assessed the prospects of the Groyp, over what
period they have done so and why they considered that
period to be appropriate, and their statement as to whether
they have a reasonable expectation that the Group will be
able to continue 1n operation and meet its liabilities as they
fall due over the period of their assessment, including any
related disclosures drawing attention to any necessary
qualifications or assumptions

Our work 1s hmited to assessing these matters in the context
of only the knowledge acquired during our financial
statements audit As we cannot predict all future events or
condimons and as subsequent events may result 1n outcomes
that are inconsistent with judgements that were reasonable at
the ume they were made, the absence of anything to report on
these statements IS not a guarantee as to the Group’s and
Campany’s longer-term viabulity

Corporate governance disclosures

We are required to perform procedures to identify whether
there 1s 2 matenal inconsistency between the directors’
corporate governance disclosures and the financial statements
and our audit knowledge

Based on those procedures, we have concluded that each of
the following 1s matenally consistent with the financial
statements and our audit knowledge

— the directors” statement that they consider that the annual
report and financial statements taken as a whole s farr,
balanced and understandable and provides the information
necessary for shareholders to assess the Group’s position
and performance, business model and strategy,

— the section of the annual report describing the work of the
Audit Commutteg, including the sigmificant 1ssues that the
audit committee considered in relation to the financial
statements, and how these 1ssues were addressed, and

— the section of the annual report that describes the review of
the effectiveness of the Group’s risk management and
internal controfl systems

In addition to our audht of the financial statements, the
directors have engaged us to review their Corporate
Governance Statement as If the Company were required to
comply with the Listing Rules and the Disclosure Guidance
and Transparency Rules of the Financial Conduct Authority in
relgtion to those matters Under the terms of aur engagement
we are required to review the part of the Corporate
Governance Statement relating to the Company's comphance
with the provisions of the UK Corporate Governance Code
specified for our review We have nothing to report in this
respect

8 We have nothing to report on the other mattars on which we
are required to report by exception

Under the Companies Act 2006, we are required to repornt to
you If, in cur opinion

kb
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— adequate accounting records have not been kept by the
parent Company, or returns adequate for our audit have not
been received from branches not visited by us, or

— the parent Company financial statements and the part of the
Directors’ Remuneration Report which we were engaged to
audit are not 1n agreement with the accounting records and
returns, or

— certain disclosures of directors’ remuneration specified by
law are not made, or

— we have not received all the information and explanations
we require for our audit

We have nothing to reportin these respects

Respective responsibifities
Durectors’ responsibilities

As explained mare fully in their statement set out on page 98,
the directors are responsible for the preparation of the financial
statements including being satisfied that they give a true and
fair view, such internal control as they deterrmine 15 necessary to
enable the preparation of financial statements that are free from
matertal misstatement, whether due to fraud or error, assessing
the Group and parent Company’s ability to continue as a going
concern, disclosing, as applhicable, matters related to going
concern, and using the gong concern basis of accounting unless
they either intend to liquidate the Group or the parent Company
or to cease operations, or have no realistic alternative but to do
50

Auditor’s responsibihties

Our objectives are to obtain reasonable assurance about
whether the financial statements as a whole are free from
matenal misstatement, whether due to fraud or error, and to
1ssue gur opinton in an auditor's report Reasonable assurance is
a high level of assurance, but does not guarantee that an audit
conducted in aceordance with ISAs (UK) will always detect a
matenal misstatement when it exists Misstatements can anse
from fraud or error and are considered matenal if, indwidually
or 11 aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of the
finangial statements

A fuller description of our responsibilities is provided on the

FRC's website at www frc grg.uk/auditgrsresponsibihties

10 The purpaose of aur audit work and to whom we owe our

responsibilities

This report 1s made solely to the Company's members, as a
body, in accordance with Chapter 3 of Part 16 of the Companies
Act 2006 and the terms of our engagement by the Company Our
zudn work has been undertaken so that we might state to the
Company’'s members those matters we are required to state to
them in an auditor's report, and the further matters we are
required to state to them in accordance wath the terms agreed
with the Company, and for no other purpose To the fullest
extent permitted by law, we do not accept or assume
responsitility to anyone other than the Company and the
Company's members, as a body, for our audnt work, for thus
report, or for the opintons we have formed

IKDte 'fea!/.

Kate Teal

{Semior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

66 Queen Square

Bristol

BS14BE

12 May 2025
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Five-year financial summary

2024 2023 2022 2021 2020
E 00D £000 £009 £006 00D
Revenue 18,034 115,252 167,494 154,086 178,016
Adjusted EBITDA (see below) 8nz 4,313 23,365 18,679 30,101
Cperating (loss) fprofit
- Adjusted? (18,357) {20)99) {3,557) {6:454) 5,386
- Reported {32,958) {25779) (72.976) (19,978) (857)
{Loss)/profit after tax
+ Adjusted* (23734)  (23990) (5920) (19.281) 2702
+ Reported (38178)  (29,378) {74,54) (31002) (2.893)
Netcash flow from operations
Adjusted” {note 5) 8,087 15,744 15,652 17,940 36,324
Reported 1282 10,074 8873 18,883 35457
Freecashflow**
Before adjusted” cash flows (a948) (2128} 4148 (1840} 24929
Reported (9753) {8798) (2.631) (697) 24,062
Adjusted net (debt){cash*** {18,800) (2,228} (15,248) (5.804) 1,923
Equity shareholders’ funds 13430 169,785 175,060 23461 280,435
Basic EPS - adjusted**** (2 46p) (2e8p) {0 74p) {2.41p) 0.29p
Bas:c EPS — unadjusted (3 95p) {3 28p) (927p) (3.87p) (0 41p)
Difuted EPS — adjusted**** (2 a6p) (2.68p) {0 74p) {2.21p) 029
Diluted EPS - unadjusted {3 96p) {2 z28p) (9 27p) (3.87p) (o 41p)

The adiusted parformance maeasures tor 2024 and 2023 are recanciled nnota § The adusted pertarmance measures for 2020- 2022 arg
reconcied n those inancial stataments
Free cash flow 1s delined as net cash outflow of £810,000 (2023 £5,409 000) befora cash intlows from financing actvites of £12i60000
(2023 £6,831000) and net interest pasd of £3,317,000 {2023 £3,242000)
* Adjusted net (debt)fcash s defined as cash less borrewings but excluding lease lablites and fair value gains/flosses on denvative

INSYWUITGNIS.

-*7* Adjusted EPS measures exclude the impact of certain non-cash charges, non-eperationgl items and signiicant infrequent items thayg
would distort penod on period comparability (see note 12)

Adjusted EBITDA has been calculated as follows

' 2024 2023 2022 2021 2020

£ 000 £000 £000 £000 £000
Loss after tax (38178) (29.378) (74,541) (31002) {2,893)
Taxcharge [ (credit) 1,273 567 (882) 8,81 (1,001)
Interest expense 3,947 3,032 2,427 2213 2,165
Shore-based poyments 3174 2,565 332 1,69 265
(Profit)/Loss on disposal of PPE and intangibles (62) (152) (688) (7 182
Adjusteditems Nn,427 3.015 70,403 1,833 6,850
Depreciation of PPE 16,552 13,186 14,529 13,309 12,983
Depreciation of nght-of-use asset 3,79 3,790 3,481 3,854 3,681
Amortisation of intangible assets 6,350 7,688 7.784 8,047 7,869
Gain on remeasurement of nght-of-use assets {202) - - - -
Adjusted EBITDA 812 4,313 23,365 18,679 30,101
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Consolidated income statement
for the yeor ended 31 December 2024

2024 2004
Nole £ 000 £900
Revenue 4 18,034 15,252
Cost of sales (13588) {n2,924}
Gross profit 4,445 2,328
Saling, general and administrative expenses {20082}  (32486)
Imparment loss on ntangible assats 5 (3772) -
Imparment loss on property, plont ond equipmant 5 {4815) -
Imparment loss on nght-of-use asset 5 () -
Gan on remeasurement of nght-of-use asset 5 202 -
Imparment (toss)/reversal on trade recewvables and contract ossets 23 (3) 1808
Goin on aeguisiion of remaining interest in CSC 32 - 2,48
Profit on disposal of intangible assets and property, plant ond equipment 5 797 152
Operating loss 6  (32958) (25779)
Fincince costs 8 {2.947) {3,032}
lAdjusted loss before income tax {22,304) (23.221)
E\g;ustments 5 (14601} {5.580)
Loss before iIncome tax {36,905} {28.81)
TOXaton 9 (1273) {567)
Loss for the year (3s178)  (29,378)
Loss attnbutabte to
Equity shareholders (3gl78)  (29378)
(3878)  (29,378)
Loss per share attnibutable to owners of the parent during the year
Bosic loss per share 12 {(396p) {328p}
Diluted loss per share 12 {398p) (328p)
Ad)usted basic and diluted loss per share are presented in note 12
Alltterns included in the loss for tha year relate to continuing operations
The notes on pages 17 to 169 form an integral part of these consolidated financial statements
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Consolidated statement of comprehensive income
for the year ended 31 Decermnber 2024

2028 2023
£ 000 £000
Loss for the year (38178) (29,378)
Exchange differences on transiotion of foreign operations’ (828) (8.088)
Total comprehensive expense for the year {39,004) (37.4866)

Total comprehensive expense attributable to
Equity shareholcters (3g004)  (37466)
(a9,004) {37.466)

= lterns that moy subsequently be reckassiied to profit or loss.

Itemns in the statement above are disclosed net of tox The Income tax relating to each component of other
cornprehensive expense 1s disclosed in note 9

The notes on pages 117 to 169 form an ntegral part of these consolidated financial statements
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Consolidated balance sheet
as at 31 December 2024

2024 03

Note £ 000 £000
Non-current assets
intangibie assets 13 28,950 35378
Property, plant and equipment 14 13674 129,553
Right-of-use asseats 15 42,210 37865
Defarred tax assets 10 - -
Totatnon-current assets 184,834 202,826
Current assets
Inventones 17 20,008 24577
Trade and other recavables i8 37424 38220
Cosh and cash equivalents 4,660 5617
Assets held for resole 19 120 2274
Totalcurrent assets 62,213 70,688
Totalassets 247,047 273,514
Current habities
Tracle and other payables 20 {34405)  (42572)
Current tax labilities {428) {531)
Bank borrowings 2 - (4153)
Leass habiities 2 (5,658} {5,865)
Provisions for other labilives and charges 22 (774) (2998)
Total current habilities (41,265) (56,119)
Non-current habihhes
Trade and other payables 20 {2,035} (2208)
Bank borrowings 2 (23,460) (3892)
Lease lobilites 2 {44872)  (4p435)
Defarred tax iabilities 10 {774} {604)
Provisions for other labiies and charges 22 (531) {(67)
Total non-cutrent iabilities (n6722) (47.610)
Total ligbdities {112,937) (103,728)
Net assets 134,110 169,785
Equity attnbutable to the shareholders of the parent
Share capital 24 9,672 9615
Share premium 155,972 155,844
Retaned sorrungs (85,644) (47,468)
Exchange rate reserve 36 32447
Other reserves 22,489 19,345
Total equnty 134,10 169,785

The notes on pages 17 to 169 form an integral part of these consoldated financial staternents. The finoncial
statements on poiges 108 to 169 were outhonsed for 1Issue by the Board of Directors and approved on 12 May 2025

and were signed on its beholf

i

Mrs.) Meer
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Consolidated statement of changes in equity

for the year ended 31 December 2024

=

Rotoined
Shoro Share oamings | Exchunpo Uther Tolnd
capiwat promium (tossos) ROe roserve regerves ocuity
£000 £00p £ 000 £ 000 £000 € 000
AtlJanyary 2024 9,615 155,844 (47.466) 32,447 19,345 169,785
Comprehensive expense
Loss for the year - - (38178) - - (38178)
Other comprahensive expense far
the year - - - {826) - {826)
Total comprehensive expense for
the year - - (38.178) {826) - {39,004)
Teansactions with owners
Share-based payments - - - - 3477 377
Tax relating to share ophons - - - - (33) (33)
Proceeds from shares ssued 57 128 - - - 185
Tolol transactions with owners 57 128 - - 3144 3,329
At 31December 2024 9,672 155,972 (85.644) 31,621 22,489 134,110
Retained
Share sharg emringsf Dxhange Rale Tolo
cagaal pernium (nses) reseve Ot tesenves equty
£000 £060 008 £000 £000 £000
At1January 2023 8,048 154,720 (45.246) 40,535 17003 175,060
Comprehensive expense
Loss for the year - - (29,378} - - {29,378)
Other comprehenswve expense for
the year - - - (8,088) - {8.088)
Total comprehensive expense for
the year - - (29.378) (s,088) - (37,466}
Transactions with owners
Share-based poyments - - - - 2484 2484
Tax refating to share ophons - - - - {142) (142)
pracesds/{charge) from shares
wsued 1567 W24 (1,242) - 28500 29,849
Transfer of merger reserve 1o retaned
earnings {ses note 24) - - 28500 - {28500) -
Total transactions with owners 1.567 1124 27,158 - 2,342 3219
At 31 December 2023 9615 155844  (47,466) 32,447 19,345 169,785

Other reserves relate 1o share-based poyments

The notes on pages 117 to 169 farm an ntegral part of thase consolidatad financial statements.

¥
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Consolidated cash flow statement
for the year ended 31 December 2024

2024 2023
Hote E'000 £000
Cash flows from operating activities
Adjusted cash inflow from operations 6,087 15,744
Cash impact of adjustments 5 {4,805} (5670}
cash generated from operations 27 1,282 10,074
interest pord (3317 {3242)
Income tax paid {841) (912)
Net cash generated from operating activities (2.876) 5,920
Cash flows from investing activities
Purchase of property, plant and equipment {(1,359) (12)58)
Purchase of Intangible assets (1809) (3n3)
Copitalised developrment expenditure (1877) (2852}
Proceeds from disposal of property, plont and equipment and intangible assets 49806 553
Acquisition of subsidiary, net of cosh received® (255} {390}
Adjusted cash used ininvesting activities (15.022)  (17,960)
Cashmpaoct of adjustments — proceeds from disposal of property, plant and
equipment 5 4828 -
Net cash used in investing activities (10194)  (17.960)
Cash flows from financing activities
Proceeds from issuance of ordinary shares 185 31239
Expenses assoctated with 1ssue of ordinary shares - {1,390)
Proceeds frorm borrowings 28 19,493 9,932
Repayment of borrowings 28 (4048)  (28363)
Payment of lease liabilities 28 {3.470) {4,787)
Netcash generated from financing activities 12,160 6,631
Netdecrease in cash and cash equivalents (910) (5,409)
Cash and cash equivalents at 1 January 5,617 0,620
Exchonge losses on cash and cash equivalents (47) (594)
Cash and cash equivalents at 31 December 4,660 5,617
The notes on pages 117 to 169 form an integral part of these consolidated financial statemnents
* Acquisition of subsidiary, net of cash recewed relates to deferred consideration paid in respect of the Group's
acquisition of Compound Sermiconductor Centre imited n 2023
1GE Annual Report andg Accounts 2024 n3
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Parent company balance sheet
for the year ended 31 December 2024

2024 2023
Note £000 £000
Non-current assets
Intangible assets 13 8741 7664
Property, plont ond equipment 14 5 17
Invastmsnts 16 80,608 60,169
Deferred tox assels 0 - -
Trade and other recewvables 18 118,032 65,422
Total non-current assets 207,386 233,272
Current assets
Trade and other receivables 18 1636 2207
Cuash and cash equvalents 306 -
Total current assets 1,942 2,217
Totat assets 209,328 235,489
Current liabibities
Trade and other payables 20 {40037) (37193)
Bank borrowngs 2 - (857)
Provisions for other kabilities and charges 22 (200) (es8)
Yotal current habilties {40,237) (38,245)
Non-current habihities
Bank borrowings 2] (23.460) {3692)
Provisions for other liabiliies and chaiges 22 (280) (871)
Total non-current labihties (23,740) {4,363)
Total liabihties (63,977) (42,608}
Netassets 145,351 192,881
Shareholders’ equity
Share capital 24 9672 9,615
Share premium 155,972 155,844
Retained (losses)/earnings (42.964) 7.928
Other reserves 2267 19,494
Total equity 145,351 192,881

The Company has elected to take the exempton under Section 408 of the Companies Act 2006 from presenting the
parent company profit and loss account

The parent company's (regstered number 03745726) loss for the financial year armounted to £50,892,000
(2023 £01,762,000 loss)

The notes on pages 17 to 169 form an ntegral port of these cénsolldated financial statements.

The finoncial statements on pagses 108 to 169 were authonsed for 1ssue by the Board of Directors and approved on 12
May 2025 and were signed on its behalf

ke

Mrs J Meter
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Parent company statement of changes in equity

for the year ended 31 December 2024

Retained
Share comings/ othet Totm
Share capltol premium {tosses) ressrves Equity
£000 £ 000 £°000 £ 000 €000
AtlJanuary 2024 9,615 155,844 7,928 19,484 192,881
Comprehensive expense
Loss for the year - - (50892} - {50892)
Total comprehensive expense - - (50,892) - (50,892)
Transactions with owners
Share-bused payments - - - 3177 377
Proceeds from shares 1ssued 57 128 - - 185
Totat transactions with owners 57 128 - 3177 3,362
At 31 December 2024 9,672 155,972  (42,954) 22,67 145,351
Retoned
shae eaningsf Othat Totat
shere capuial renvum {iasses) teserves Equaly
000 £1000 £000 £000 £000
At January 2023 8,048 154,720 (7.468) 17,012 172,312
Comprehensive expense
Loss for the year - - {n762) - (n782)
Total comprehensive expense - - {n,762) - [n,762)
Transactions with owners
Share-based payments - - - 2,484 2484
Tax retating to share options - - - (2 (2)
Proceedsf{charge) from shares issued 1567 1124 (1342} 28,500 29,849
Transfer of marger reserve to retained earnings
{see note 24) - - 28500 (28,500) -
Total transactions with owners 1,567 1124 27,158 2,482 3233
At 31 December 2023 9,615 155,844 7,928 19,494 192,88)
Other reserves relote to share-based payments.
The notes on poges 17 to 169 form an integrai part of these consolidated financial statements
IGE Annual Report and Accounts 2024 115
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Parent company cash flow statement
for the year ended 31 December 2024

2024 2023
Note £ 000 £000
Cash flows from operating activities
Cash outflow from operations 27 (16,455) (17.453)
interest receved 892 -
Interest paid (377 (1025)
Netcash used in operating activities (16,934) (18.478)
purchase of intangible assets (1582) {2,767)
Puichase of property plont and equipment n (3)
Proceeds from disposal of property, plont and equipment and intangible assets 2 35l
Netcash used in investing activities {1,581) {2,419)
Cash flows from financing activities
Proceeds from issuance of ordinary shares 185 31239
Expensas associoted with issue of ordinary shares - (1320}
Proceeds from borrowings 19,493 9,932
Repayrnents of borrowings - (22177)
Netcash generated from?mirmcmg activities 19,678 17,604
Netincrease/{decrease) in cash and cash equivalents 1,163 (3,203)
Cash and cash eguivalents at | January (857) 2436
Cash and cash equivalents at 31 December 306 (857)

The notes on pages W7 to 169 form anintegrol port of these consolidated financial statements

N6

IQE Annual Report and Accounts 2024



Notes to the financial statements
for the year ended 31 December 2024

1. General information

1QE plc (the Company’} and its subsichanes (together ‘the
Group'} develop, manufacture and sell advanced
semiconductor matenats. The Group has manufactunng
facikbes in Europe, United States of Amenca and Asia and
sells o customers located globally

1GE pic1s a publc imited company incorporated In the
United xingdom under the Companies Act 2006 The
Company 1s domiciled in the Uritad Kingdom and is
quoted on the Alternative Investment Market (aM) The
address of the Company's registered office s Pascal
Close, 5t Mellons, Cardhff, CF3 QLW

2 Material accounting policies

The principal accounting policies applied in the
preporation of these consolidated finoncial statements
are set out below These policies have been consistently
applied to all years presented

2 T Basis of preparation

The financial statermnents have been prepared and
approved by the Directors In gccordance with UX adopted
internatonal accounting standards (UK adopted IFRS) The
financial statements have been prepared under the
hustoncal cost convention except where far valug
measurement Is required by IFRS The Group apples far
value measurement N its accounting for dervative foreign
currency finoncial instrumenits (see note 218)

The preparotion of finoncial stotements n conformity
with IFRS requires the use of certain cntical accounting
astimotes. It olso requires management to exsrcise

its jJudgament in the process of applying the Group s
accounting policies The areas involving a hugher
degree of judgement or complaxity, or areas where
assumplians and estmatas are significant to the
consoldated financial staternents, are disclosed

In note 3

22 Going concern

The Group has conunued to expenance weoker
customer demand ond lower customer orders than
onginally anticipated following the global
semiconductor ndustry downturn as market recovery
has been slower than expected in key sectors, dnven
prmanty by the uncertamnty in consumer dermand In
end markets

The continuation of weoker custorner demand than
anticipated, resulting 1n sales that have remained
broodly flat year-on-yeor, hos presented o signiicont
challenge to the business which, s previously
announced, led the Directors to commence o Strotegic
Review of the Group und to take Immediate actions to
raise the necessary short-term finonce to strengthen
the Group s iquichty position

The actions taken by tha Directors, and previously
announced, include

+ The mplementation of cost-cutting actions, including
staff redundancies, operational efficiencies and
reductions in areas of discretionary expenditure which
are undlar the control of the Directors

IQE Annual Report and Accounts 2024

« The formal waver, obtained pre-year end, from HSBC
Banrk ple of the Graup s 31 December 2024 leverage
and interest cover covenant tests opplicable to the
Group's £28,000,000 ($35,000,000) multi-currency
revolving crecht faciity { RCF)

« The successful £18,000,000 convertible loan note

(‘CLN)} fund raise completed on 13 March 2025

to provide the Group with additional short-term

Iiquidhty whilst the Board completss its Strategic

Review The CLN has an smitiol term of i2 months, the

Group has an option to extend for a further six

months, brnging the term to 13 September 2026

The successful negotiation of a Deed of Amendment

and Restatement with HSBC Bank pic to the Group's

£28,000,000 {$35,000,000) RCF on 10 March 2025 that
repiaces the leverage and mtarest cover financral
covenants with minimum EBITDA and minimum
quidity finaneial covenanis for the remanning tenor of

the facility to 1 May 2026

We are Qlso plecsed that as of 12 May 2025, the Group
hos receved a four-month extension of its RCF to 1
September 2026 from HSBC, a reflection of the
longstanding and supportive relationship with the
lender

-In the twelve months to 31 Dacember 2024, reported
revenue has remained subdued at £1i8,034,000 and the
Group made o loss after tax for the year of £38178000
The hquidity impact of the loss, combined with capital
and technology development expenditure, property
lease payments and debt service costs has resulted in
an increase In the Group's adjusted net debt position
(net debt excluding lease labilikes and far value
gainsflosses on dervative instruments) io £18,800,000
{2023 £2,228000} At 31 Decermnber 2024, the Group had
undrawn committed funding of £4,400,000 ($5,500,000)
avalable under the terms of its multr-currency revolving
credit facility

In assessing the going concern basis of preparaton, the
Directors have considered the penad to 30 September
2026 (the going concern assessment period’) to align
with the expiry of the extended RCF and extended term
date of the CLN

The Directors have prepared iinancial projections
contcining both o ‘base case ond a ‘'severe but
plousible downside case’

Base Case
The base case 1s denved from Group's Board-approved

+ 2025 budget, latest H12026 forecast and run rate to 30

Septernber 2026, updated for actual results to 3i March
2025 The bose case Ncorporates a modest expected
improvement in market ciynarnics and the mpact of
cost cutting actions already impleamented by the Board

The base case was prepared with the following
key ossurmptions.

s Revenue for 2025 is forecast to return to modest mid-
single cgit percentage year-on-year growth with
sequential mid-single digit percentage half-on-half
growth foracast in HI2026

nz
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Notes to the financial statements continued
for the year ended 3l December 2024

2 Material accounting policies continued outcome of the potential sale or IPO of the non-core

« GBP to USD FX rate of 132 adopted for the forecast asset could impact the avarlability of sufficient funding
cash flows throughaut the going concern perod for the Group's needs beyond the maturity of its existing

Direct wafer product margins for 2025 and HI2026 fociltties

reflect operotng efficiency improvernents Iinked to a

combination of restiuctunng actions that hove been

mptemented in 2024 ond incraeased capacty

utihsation

= Labour inflation in 2025 and HI2026 1n ine with kibour
market norms and non-labour cost nflation w1 2025 and
HI2026 in ine with the current inflabonary environrment

» Low double digit £ of capital expenditure in 2025
which ncludes investment in commuitted Gallium
Nitride {GaN) related manufactunng capacity,
enabling dversificotion into the high-growth power
slectronics and advanced display (ULED) marksts and
tow singte digit £'m of capital expenditure in HI2026
related to operational sustainability and mantenance
copital expanditure

The Directors have concluded that the successful
completion of the planned sale of non-core assets
andfor avallabilty of sufficient, appropriate funding for
the group s needs beyond the matunty of existng
facilities represents a matenal uncertainty related to
events or conditions that may cast significant doubt on
the group's and the company's abiity to continue 0s
going concern and, therefore, that the group and
company rmay be unable to realise therr assets and
discharge therr habilites m the normal course of
business The financial statements do not include any
adjustrments that would result from the basis of
preparation baing mappropnate

Severe but plausible downside

The severe but plausible downsde cose was prepared
by applying the following downsides and mitigating
actions

Revanue s assumed 7% down on the bose cass for
2025 and 20% down for H12026 reflacting a broadly flat
year on-year outiock resulting from a combination of
contnued weakness in customer demand, further
delays in market recovery and the mpact of greater
forecasting uncertainty the further out into the future
In ine with the revenue reduction in both years, there
15 o reflective reduction in varnable operating costs far
2025 and H12026

» The application of mittgations in the form of
reductions in certan non-manufactunng related
discretionary expenditure ond deferred wmvestrnant in
technology asset developrnent over and above those
reflected in the base cose Thesa cost sovings and
cash management actions have already been
Identfied, are m the control of management and can
be swiftly implemented

in both the base and severe but plausible downside
case, the Group Is forecast to mantan iquidity
heoadroom and to comply with its minmum EBITDA and
minmum hgquichity covenants up to the date of expiry of
the RCF on | Septerniber 2026 or redemphion of the CLi
on 13 September 2026

The Directors, as port of the announced Strategic
Review, plan to raise cash from the divestment of Group
assetls to ensure that the Group has o strong capital
posion (o further invest n its core operations and to
enable the Group to refinance or repay its loan facilities.
In the first nstance, this plan includes divestment
optons for an PO or ful sate of the Group s Tamwan
operations and a comprehansive Strategic Review of all
other Group assets and operations

whilst the Directors are confident that the divestment of

IQE Tawan i1s progressing as planned and will realise
sufficrent cash, they acknowledge that o delayed

na IQE Annual Report and Accounts 2024
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2 3 Changes in accounting policy and disclosures

a) New standards, amendments and
interpretations

The following new standards, amendments and
interpratations have been adopted by the Group for
the first tme for the inanciol year beginning on

1 January 2024

+ Amendment to IAS | ‘Presentation of Financial
Statements on classification of labiies which 1s
intended to clanfy that habilities are classified as
elther current of non-current depending upon the
nghts that exist at the end of the reporting perniod The
amendment also requires disclosure of information
relating to the risks associated with norn~current
labiities that are subject to future covenants that the
hability could becorme repayable withun 12 months

* Amendment to IAS 7 ‘Statemeant of Cash Flows' and
IFRS 7 Financiol Instrurments Disclosures reloted to the
disclosure and transparency of supplier finance
arrangements

- Amendment o IAS 12 incoms taxes’ which provides
temporary mandaotory relief from deferred fox
accounting for top up tax and disclosure of new
information to compensate for the potenticl loss of
nformation ansing from the mandatory relief

« Amendment to JFRS 18 Leases’ which confirms the
imtial and subsequent recogniion principles for
vanable lease poyments os o habity i a sale ond
leaseback transaction

The adoption of these standards, amendments and
interpretations has not had o matenal impact on the
financial statements of the Group or parent company

b) New standards, amendments and
interpretations 1ssued but not effective and not
adopted eaily

A nurmber of new standards, amendments to stondards
and interpretations which are sat out below are
effectve for annual periods beginning after 1 January
2025 and have not been applied In prepanng these
consolidated financial staternents:

* Annuadl iImprovernents to IFRS Accounting Standards—
Volurne 1l which contains vanous improvement and
enhoncements to existing standards

+ IFRS Sl 'General Requiraments for Disclosure of
Sustainability refated Financial information and IFRS
52 Climate related Bisclosures’

- IFRS18 Presentation ond disciosure i financial
stotermnents’ which mcludes new requirements for
presentation and disclosure with o focus on the
ncome stotement

+ IFRS 19 'Subsittianes without public accountatlity
disclosures’ Is o voluntary standard that contans o
reduced disclosure framework for use by eligible
subsidiones that prepare financiol staternents
applying IFRS Accounting Standards

« Amendment to 145 2] The Effects of Changes in
Foreign Exchange Rates’ which establishes how o spot
exchange rate 1s estimated when a currency lacks
exchangeaubility

+ Amandments o the Classification and Measurement
of Financiol Instruments {Ameandments to IFRS § and

IQE Annual Report and Accounts 2024
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IFRS 7) which provides further clanfication and
requirements for the recognition and derecognition
cntena for financial assets and fiabiibes, the
classificabion requirerments for financiol assets and
ahisclosure requirements reloted to the amendments
to the classification requirements

= Amendments to contracts referencing noture-
dependent Electnaity (Amendments to IFRS 9 and IFRS
7} for power purchase agreements

The Directors anticipate that at the time of this report
none of the new standards, amendments to standarcs
or interpretations are expected to have a matenal effect
on the financial statements of the Group or parent
company

2.4 Consolidation

The consolidotad financial staterments comprise the
results of IQE plc (the Company) and its subsidiary
undertatings, together with the Group's shaire of the
results of ts jointventure

Subsidianes

Subsichanes ars all enbihes over which the Group has
control The Group controls an entity when the Group is
exposed 10, or has nghts to, vanable returns from its
invalvement with the entity ond has the ability to affect
those returns through its power over the entity
Subsidianies are fully consolidated from the date on
which control s transferred to the Group and arg de-
consolidated from the date that control ceases

Inter-company transactions, balances and unrealised
gains or losses on transactions between Group
comparues are elirninated and accounting policies of
subsidianes have been changed where necessory o
ensuie consistancy with the policies odopted by the
Group

Joint ventures

The Group applies IFRS 11 to ail joint arrangements. Under
IFRS 1, investments in joint arrangements are classified
as either joint operabions or jont ventures depending on
the contractual nghts and obligations of each mvestor
The nature of the Group’s joint arrangements has been
assessed, and eoch joint arrangement has been
determined to be a joint venture Joint ventures are
accounted for using the equity method

Under the equity method of accounting, Interests in jont
vantures are inttally recogmsed at cost and adjusted
thereafter to recognise the Group's share of the post-
acquisition profits or losses and movements in other
comprshensive mcome

Gans by the Group on transactions with jont ventures
are eliminated against the carrying value of the Group's
interest 1 its joint ventures to the extent that the gain
does not exceed the carrying amount In grreurmnstances
where a gain exceeds the carrying amount the Group
has made an occounting policy choice to recogrise the
gain In the comprehansive Income statement, subject
to an assessment of racoverability of value from the
Joint venture rather than recognising the gain as
deferred ncome in the consolidated balonce sheet

ng
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Notes to the finoncial statements continued

for the year ended 31 December 2024

2 Material accounting policies continued

When the Group's share of Iosses In a joint venture
equals or exceeds its interests in the joint ventures
(which includes any long-term interests that, n
substance, form part of the Group's net investment mn
the joint ventures), tha Group does not recogrise further
losses, unlass it bas incurred obligations or made
payments on behalf of the joint ventures Unreghised
gains on transactions between the Group and its joint
ventiures ave eliminated to the extent of the Group's
ntarast in the joint ventures. Unrealised losses are also
eliminated unless the transactron provides evidence of
an impairment of the asset tronsferred Accounting
pohcies of the joint ventures have been changed where
necessary to ensure consistency with the polcies
adopted by the Group

Business combinauions

The Group accounts for business combinations using
the acquisition method when controlis transferred to
the Group The considerotion transferrad n the
acquisition 1s generally rneasurad ot far vaiue, as ore
the rdentifiable net assets acquired Any goodwill that
anses s tested annually for imporrment Any gain on o
bargain purchase 1s recognised in profit or loss
immedately Transaction Costs are expensed as
incurrad, except if related to the ssue of debt or equity
securihes The considaration transferred does not
inciude amounts related to the settiement of pre-
axisting relationships Such amounts are generaily
rgcognised in profit or loss

Where the far values of acquired ident fiable assets,
hobities ond contingent habiities ore INtially recognised
on a provistonal basis, these are reassessed durnng the
12-month penod following the date of the business
combinaton Adjustments to the far values as at the
date of acquisition that result from new informaton that
existed at the date of acquisiion which, If known at the
tme, would have resulted w a different amount being
recognised within this measurement period’, are
recorded with any net impact being added to or
deducted from the goodwill recognised Such
adjustments are recogrused n both the current period
ond the restated comparative period balance sheets as
if the final foir vatues had been used in the mital
recognition of the acquisihon Subsequent to the
measurement period, any adjustments to the recorded
fav value of identifiabie assets, labiilies and contingent
abilities are taken through the ncome staterment as an
exceptiongl Income or expense

The Group recognises any Non-conbioling interest on
an acquisition-by-acquisition basis, either at far value
or at the non-controlling interest’s proportionote share
of the recogmised amounts of the acquires s entfioble
net assets

Acquisition retated costs are expensed as ncurred

120

2.8 intangible assets

a) Goodwili

Goodwill ansing on an acquisiron 1s recognised as an
asset and initially measured at cost, being the excess of
the farr value of the consideratron over the fair value of
the identifiable assets, llabilibes and contingent habililies
acquired

Goodwill s not amortised but 1s reviewed for potential
impairment at least annually, or more frequently if
events or circumstances mndicate a potential
imparrment For the purpose of iImparment testing,
goodwill s allocated to each of the Cash Generating
Units to which it relates Any impcarment identified 1s
immadiately charged to the Consohdated Income
Statement. Subsequent reversals of imparment losses
for goodwill are not recogrused

Negative goodwill arnising on an acquisttion where the
far value of identifiable assets, labilities and contingent
labites exceeds the farr value of the consideration is
credited and recogrised in the consolidated income
stotement immediately

b} Potents, trademarks and icences

Separately acquired patents, trademarks and Iicences
are shown at historical cost Patents, rademarks and
lcences acquired in o business combination are
recognised at fair value at the acquisition date Patents,
trademarks and licences have a finite useful life and are
carred at cost Isss accumulated amortisation

Arnortisatron 1s calculated using the straught-ine
methed to allocate the cost of the assets over therr
estimated useful lves of 10 to 15 years Amortisation 13
charged to seling and general adrministration expenses
In the mcome statement

The cariying value of patents, trademarks and licences
1s reviewed for potental impairment if svents or
crreurmnstances iIndicate ¢ potential imparrment. Any
impairment dentfied s Immediately charged to the
Consolidated Income Statement.

c) Development costs

Expenditure iIncurred that is directly attnbutable to the
developrment of new or substantialiy improved products
or processes 1s recognised os on ntangible asset when
the following cntena are met

* the product or process 1s intended for use or sale,

* the developrment i1s technically feasibie to complets,

- there is on abiity to use or sell the product or process,

+ it can be demonstrated how the product or process
will generate probable future aconomic benefits,

- there are adsquate technical, financial and other

resources to complets the development, and

the development expenditure can be reliably

rneasured
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Directly attributable costs refer to the materals
consumed, the directly atinbutable labour, and the
directly attnbutable overheads incurred in the
development actvity General operating costs,
admirstration costs and selling costs do not form part
of directly attributable costs

All research and other developrment costs are expensed
as incurred

Capitalsed development costs are amortised in ine
with the expected production volume profile over the
period during which the econormic benefits are
expected to be recaved, which typically ranges
betwesn 3 and 8 years The estrmated remaining useful
Ives of development costs are reviewed at lgast on an
annual basis Amorpsation commences once the
project 1s completed, and the development has been
releasad into production Amortisation is charged to
seling and general administration expenses in the
tncome statemant.

The carrying value of capitalsed development costs in
raspect of completed projects 1s reviewsad for
mparment if events or crcumstances indicate o
potentai mparment Projects that remain under
development at the reporting date are reviewed for
impairment at least annually, oF more fracuently if
events or circumstances indicate a potenbal
impairment Any Impairment identified 18 immediately
charged to the Consoldated Income Statement.

d) software

Directly aitributable costs incurred in the development
of bespoke software for the Group's own use are
copitalsed and amortised on a straight-ine basis over
the expected useful ife of the software, which typically
ranges between 3 and 10 years. amortisation s charged
to seling and general administration expenseas in the
income staternent

The carrying value of capitalised software costs 1s
reviewed for potential imparment if events or
crcumstances indicate o potential Impairment. Any
impairment identified 1s immediately charged to the
Consoldated Income Staternent. The costs of
maintaining internally developed software and annudal
lcence fees paid to utilise third-party software are
expensed qs Incurred
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2 6 Property, plant and equipment

Property, plant and equipment is stated at cost less
accurnulated depreciation and any provision for
imparment Cost comprisses all costs that are directly
atirbutable to bnnging the asset into working condition
for its Intended use Depreciation 1s calculated to write
down the cost of property, piant and equipment to its
residucl vatue on o straight-line basis over the following
estimated useful economic ives

Freehold buildings 10to 40 years
Short leasehold improvements 5to 30 years
Plant and machinery 3to 25 years
Fixtures and fittings 3to D vyears

No depreciation Is provided on land or assets yet to be
brought Into use Depreciation 1s charged Lo cost of
sales and seling and general administration expenses
in the Income staterment

Costs incurred after imbal recogmion are included in
the assets’ carrying amounts, or recognised as Q
separate asset as opproprate, only when its probable
that future economic benefits associated with them will
flow to the Group and the cost of the item can be
measured reliably The carnrying armount of the replaced
part s derecogrised All other repars and maontenance
are charged to the income statement durning the
financal year in which they are incurred

Gans and losses on disposals are determined by
comparing the proceeds with the carrying amount and
are recogrised within ‘profit/loss on disposal of property,
plant and equipment’ in the income statement.

Assets’ residual vatues and useful economic lives are
reviewed, and adjusted d appropriate, at the end of
each reporting penod The carrying value of property,
plant and equipment is reviewed for potential
mparrment if events or circumstances indicate a
potental imparment Any impairment identfied 1s
immediately charged to the Consolidated income
Staterment

21
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Notes to the financial statements continued

for the year ended 31 December 2024

2. Material accounting policies continued
27Leases

The Group assesses whether a contract 1s, or contains, a
lease at inception of the contract. A contract 1s, or
contains, a lease If the contract conveys the night to
control the use of on «dentified asset for o penocd of ime
In exchange for consideration

The Group recognises a right-of-use asset ond o
corresponding lease hability with respect to all lease
arrangements m which it 1s the lesses, except for short-
term leases (defined as leases with a lease term of 12
months or Iess), leases of low-value assets (such as
smaill tems of office furmiture and equipment) and
leases with vanable rentals not inked to a relevant
indlax. For these leases, the Group recognises tha lease
payments as an operabng expenss on a straight-line
basts over the term of the lease unlass another
systematic bosis 1s more representative of the time
pattern in which sconomic benefits from the leased
ossels are consumed

Right-of-use assets and lease habilities are recogrised
at the lease commencement date Right-of-use assets
are initiolly measured at cost, and subsequently
measured at cost less any occumulated depreciation
and impairment lossas, adjusted for certain
remeasuremaents of the lease hability

Right-of-use ussets are depreciated over the shorter
penod of lsase term and useful ife of the underlying
asset If alecse ransfers ownership of the underiying
asset or the cost of the right-of-use asset reflects that
the Group expects to exercise a purchase option, the
related nght-of-use asset 1s depreciated over the ussful
Ife of the underlying asset The depreciotion starts ot the
commencement date of the lease

The Group applies IAS 36 to determine whether a nght-

of-use asset 1s IMpared and accounts for any dentified
imparment loss as described in the ‘Property, Plant and
Equipment policy

Right-of-use assets are presented as a separata ing in
the consolidated statement of inancial position

The lease iabiity 1s initially measured ot the present
value of the lease payments that are not pand at the
commencement date, discounted using the interest
rate implicit in the lease or, if that rate cannot be reachly
determined, the Group's ncremental borrowing rate

The laase ability 1s subsequently measured by
Increastng the carrying amount to reflact interest on the
lease iability (using the effective nterest method) and
by reducing the carrying amount to reflect the lease
payments made

The Group remeasures the lease lability (and makes ¢
corresponding adjustment to the related right-of-use
osset) when there 15 @ change m future lease payments
Changes in future lsase payments can anse from o
change in an index or rate, a change in the assessment
of whether a purchase or extension option 1s regsonably
certain to be exercised or from a change in assessment
about whether o termination option 1s reasonably
certain not to be exercised

Variable rents that do not depend on an index or rate
are not included in the measuremeant of the lease
labilty and the nght-of-use asset The related
payments are recognised as an expense in the period In
which the event or condition that triggers those
payments occurs and are included in the Ine 'Cost of
sales’ In profit or foss

2.8 Impairmentof non-financial assets

Intangible assets that hove an indefinite useful ife, or
intangpble assets not ready to use, ara not subject to
amorbsation and are reviewed for potential imparrment
at least annually, or more frequentty If events or
crrcumstances indicate o potenbial imparment Assets
that are subject to amorisabon ore reviewed for
impairment whenever events or changas in
circumstonces incicate that the carrying amount may
not be recoverable Animpairment loss 1s recognised for
the amount by which the asset's carrying amount
exceeds its recoverable omount The recoverable
umount s the higher of an asset’s farr value (less
disposal costs} and valus in use.

Value In use 1s based on the prasent value of the future
cosh flows relating to the asset, discounted at the
Group’s nsk adjusted pre-tax discount rate For the
purpose of assessing iImpairment, assets are grouped
at the lowest levels for which there are seporately
identfiable cash flows.

Indicctors that imparment losses might have reversed
are assessed annually

2 9Inventories

Inventories are stated at the lower of cost and net
reglisable value Cost s determined using the first-in,
first-out rethod Cost comprises direct matertals and,
where applicabls, drrect labour costs and attributable
overheads that have been incurred In biinging the
nventories to therr prasent location and condition
based on normal operating capacity Net realisable
value is the estimoted seling price in the ordinary
course of business, less applicable selling expeanses.
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210 Trade receivables

Trade recevables are amounts due from customers for
goods sold or servicas performed i the ordinary course
of business If collection 1s expected in one year or lass
{or In the normal operating cycle of the business if
tonger), they are classilied as current assats i not, they
e presented as non-curent assets

Trade recevables are recogrised initially at farr value
ond subsequently measured at amortised cost using
the effective iInterest method, less provision for
impairment

211 Cash and cash equivalents

In the consolidated statement of cash flows, cash and
cash equivalents includes cashin hand, deposits held
at call with banks, other short-term highly iquid
nvestrnents with onginal maturities of three months or
less, and bank overdrofts Bank overdrafts are presented
within cash and cash equivalents whers the Group has
a nght of set-off undar its treasury arrangements that
are pooled by territory

2.12 Assets held forresale

Assets held for resale are not deprecioted, are
measured at the lower of carrying amount cnd foir
value less costs to sell and are presented separately In
the staterment of financial positton

213 Financial assets

Financsal assets are recognised on the Group's balance
shest when the Group becomas a party to the
contractual provisions of the inancial nstrument and
are derecognised when the nights to receve cash flows
have expired or have been transferred and the Group
has transferred substantially alk the risks and rewards
of ownership

Classihcation of financal assets

On initial recognition, a financial osset 1s classified as
measured ot amortised cost, far value through other
comprehensive iIncome — debt investment, far value
through other compreshensive ncome — equity
investrnent or fair value through prefit o loss

The classificaton depends on the purpose for which the
financial assets were acquired, and the classificabon I1s
determined at the date of nial recogniion Financial
assets are not reclassified subsequent to therr initial
recognition unless the Group changss Its business
mode! for managing financial assets, Inwhich case all
affected financial assets are reclassified on the first day
of the reporting period following the change In

business model
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A financial asset 1s measured at armortised cost if it
meelts both of the following conditions

« Itis held within & business model whose objectwve Is to
hold assets to collect contractual cash flows,

« its contractual terms give nsa to cash flows that are
solely payments of principal and interest on the
principal amount outstanding

Amortised cost financial assets are non-genvanve
financial assets with fixed or determinable payments
thot are not quoted in an active markeat. They are
ncluded in current assets, except for matuntes greater
than 12 months after the reporting period where the
itern 1s classified as o nen-current asset. The Group s
financial assets comprise trade and other recevables
(note 210}, cash and cash equivalents (note 211) and
contract assets {note 222)

Amortised cost and effective interest method
Financiol assets are measured at amortised cost using
the effective interest method The effective interest rate
Is the rate that discounts estimated future cash receipts
excluding expected credt losses, through the expected
Iife of the debt instrument, or, where approprate, a
shorter perod, to the gross carrying amount of the detbt
Instrurent on 1iticl recognition '

The amortised cost of a financial asset 1s the amount at
which the financial asset 1s measured at initiat
recognition minus the pnncipal repayments, plus the
curmulative amortisaton using the effective Interest
method of any difference between that ritiol amount
and the matunty amount, adjusted for any loss
allowance The gross carrying amount of a financial
asset 1s the amortised cost of a financial asset before
adjusting for any loss allowance Interest ncome,
foreign exchange gains and losses and impairment are
recognised in profit or loss. Any gain or loss on
derecognition 1s recognised in profit or loss

123

financtal Statements



Notes to the financial statements continued

for the year ended 31 December 2024

2. Material accounting policies continued

Imparment of inancial assets

The Group recognises a loss allowance for expected
credit losses ('ECL ) on trade recevables and contract
assets that are measured at amortised cost The
amount of expecied credit 105595 15 updated ateach
reporting date to reflect changes in credit nsk since
mital recognition of the respective finoncial Instrument.

Expected credit losses are measured as an allowance
equal to 12-month ECL for stage | assets, or Iifehme ECL
for stage 2 or stage 3 assets Anasset moves to stage 2
whan its credit risk has increased significantly since
inial recognition In circumstances where credit risk
increases to the point that it bacormes highly probable
that the debt instrument will not becoma recoverable,
the Group considers that this would represent a default
event and rmoves to stage 3

The Group recognises Ifetirme ECL for trade recevables
and contract assets The ECL on these financial assets
are estimated based on the Group’s historical credit loss
experience, adjusted for factors thot are specific to the
debtors including observable data such as changes in
arreqrs, or economic condiions that provide an
indication that a debtor 15 experiencing significant
financiol difficulty, default or delingquency in payment
that correlate with defaults

Lfetime ECL represents the expected credit losses that
will result from all possible default events over the
expected e of a fnancial instrument In contrast, 12-
rmonth ECL represents the portion of Ifetime ECL that 1s
expected to result from default events on a financial
instrument that are possible within 12 months after the
reporting date

Credit imparred financial assets

At each reporting date, the Group assesses whether
financal assets carned at amortised cost are credit-
impawed A financial asset s credit-imparred” whan one
or more events that have ¢ detnmental impact on the
estimated future cash flows of the financral assst have
occurred The gross carrying amount of a financial
asset is wntten off {either partially or in full} to the extent
that there 1s no realistic prospect of recovery

Measurement and recogniticn of expected

credit losses

The measurement of ECL 1s a function of the prebability
of default, loss given default (1e the magmitude of the
loss If there 1s a defauit) and the axposure at default The
assessment of the probability of default and toss given
default s based on historical data adjusted by forward-
looking information Exposure at default is represented
by the gross carmying amount of the financial asset at
the reporting date

ECL for financial assets s estmated as the diference
between all contractual cash flows that are due to the
Group n accordance with the contract, ond all the cash
flows that the Group expects to receve, discounted at
the onginal effective interest rate
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If the Group has measured the loss altowance for a
financial instrument at an amount equal to ifetime ECL
in the previous reporting penod, but dsetermines at the
current reporting date that the conditions for lifstime
ECL are no longer met, the Group measures the loss
allowance at an amount squal to 12-month ECL at the
current reporting date

The Group recognises an Impairment gain or loss in
profit or loss for financiol assets with a corresponding
adjustment to the carrying amount in the consolidated
balance sheet

2.14 Financial liabilities and equity

Classthcation as debt or equity

Debt and equity instruments are classified as either
financwal iabibties or as eqguity, n accordance with the
substance of the contractual arrangements and the
defimtions of a financial lability and an equity
nstrurment

Equity instruments

An equity instrurment is any contract that evicdences o
residual nterest In the assets of the Group after
deducting all of its labilties Equity instruments 1ssued by
the Group are recognised as the proceeds receved, net
of drwect 1ssue costs Repurchase of the Company’s own
equity nstrurments 1s recognised and deducted directly
in equity No gain or loss is recognised in profit or 10ss on
the purchase, sale, 1Issue or cancellation of the
Company’'s own equity instruments

Financial habities

Financial lkabiltes are classified as measured at
arortised cost or farr value through profit and loss A
financeal hability 1s classifisd as far value through profit
and loss if it 1s classified as held-for-trading, tis o
dervative or it 1s designated as such on initial
recognition Financial habilities at farr value through
profit and loss are measured at far volue and net gamns
and losses, Including any interast expense, are
recogrised in profit or loss, Other financiol kabilities are
measured at amortised cost using the effective Interest
method

Finoncial habilibes are non-dervative financial lobilities
with fxed or determinable payments and they are
ncluded in current habilities, except for matuntes
greater than 12 months after the reporting pariod where
theitem s classified as a non-current kability The
Group's financial labilies comprise trods and other
payables {note 215), borrowings (note 218) and lease
labiities {note 27) in the consolidotad balance sheet

215 Trade payables

Trade payables are obligatons to pay for goods or
services that have been acquired in the ordinary course
of business from suppliers. Trade payables are classified
as current labiibes if payment 1s due within one year or
less (or In the normal operating cycle of the business If
Ionger) if not, they are presented as non-current
labilibes. Trade payables are recognised initially at far
value and subsaquently measured at amortised cost
using the effective Interest method
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216 Borrowings

Borrowings are recogrised mitially at for value, net of
transaction costs incurred Borrowings are subsaquently
carned at amortised cost using the effective interest
method

217 Borrowing costs

General and specific borrowing costs directly
attnbutable to the acquisition, construction or
producton of qualifying assets, which are assets that
take a substantial pertod of time to get ready for thair
intended use, are added to the cost of those assets, until
such time as the assets are substantiotly ready for therr
Intended use All other borrowing costs are recognised
in profit or loss in the period in which they are incurred

2.18 Denvatives and hedging activities

Dervatives are inially recognised at far value on the
date a derivative contract s entered into, and they are
subsequently remeasured to therr farr value at the end
of each reporting period The accounting for
subsequent changes in far value depends on whether
the dervative 1s designated as a hedging wstrurment
and, f so, the nature of the item being hedged The
Group designates certain denvatives as either

- hedges of a particular nisk associated with the cash
flows of recognised assets and kabiliies and highly
probabte forecast transactions (cash flow hedges), or

- hedges of a net Investment in a foregn operation {net
mvestment hedges)

Cash flow hedges and derivatives that qualify for
hedge accounting

The effective portion of changes in the far value of
dervatives that are designated and qualify as cash flow
hedges 1s recogrised in the cash flow hedge reserve
within equity The gon or loss relating to the ineffective
portion s recogrised immediately in profit or loss, within
other gans/{losses)

Cash flow hedges and dervatives that do not
qualify tor hedge accounting

Changes n the far valug of any denvative instrument
that does not qualfy for hedge accounting are
recognised immediataly in profit or loss and are
included in other gansf(losses)

Net investment hedges

Hedges of net nvestments in foreign operations are
accounted for smilarly to cash flow hedges Any gainor
loss on the hedging instrument relating to the effactve
portion of the hedge 1s recognised In other
comprehensive INcome and accumulated N reserves In
equity The gain or loss relating to the weffective portion
1s recognised immediately in profit or loss within other
gcuns/ losses) Gains and losses accumulated in equity
are reclossified to profit or loss when the foreign
operation is particlly cisposad of or sold
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219 Government grants

Government grants are recognised at fair value when
there is reasonable assurance that the Group has
complied with the conditions attaching to them ond the
grants will be receved Grants related to purchase of
assets are treated as deferred income and allocated to
the Income statement over the useful ives of the related
assets, while grants related to expenses ars treated s
other iIncome In the income statement

2.20 Share capital and other reserves

Ordinary shares are classified as equity Incremental
costs directly atinbutable to the 1ssue of new crdinary
shares or options ore shown in equity as o deduction,
net of tax, from the proceeds

Other reserves relote to share-based payment
transactions.

2.21Provisions

Provisions are recogrised when the Group has a
present legal or constructive obligation as a resuit of a
past event, it 1s probable that an outflow of resocurces
will be required to settle the obhgation, and the amount
has been relably estimated

+ Restructuning provistons comprise site closure costs
and employese termination payments Provisions are
not recognised for future operating losses

« Warranty provisions comprise the replacement cost
of wafers expected to be returned under warranty

+ Dilapidation provisions comprise costs to fulfil
property lease obligations at expiry of the relevant
property lease

« Onerous contract provisions compiise contractual
obligations related to future payments where the
Group expects to receve No econormic benefit

Prowisions are measured ot the present value of the
expenditures expected te be required to settie the
obligation using a pre-tax rate that reflscts the time
value of meney and the nisks specific to the obligation

2.22 Revenue recognition

Revernue represents the transoction price specified in a
contract with a customaer for goods, services and
intellectual property hcences provided in the ordinary
course of business net of value added and other sales
related toxes

Standard Customer Products

Revenue Is recognised when the goods are delvered
and have been accepted by customers. For contracts
that permit the customer to return an item, revenue 1s
recogmised to the extent that it is highty probable that a
signficant reversal in the amount of revenue
recognised will not occur

The amount of revenue recognised 1s adjusted for
expected returns, which are estimoted based on
histonical data for each specific type of product, with a
refund habiity recognised as part of provisions The
Group reviews its estmate of expected returns at each
reporting date and updates the omounts of any abiity
accordingly
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Notes to the financial statements continued

for the year ended 31 December 2024

2. Material accounting pelicies continued

A recewvable is recognised when the goods are
delivered, since this s the pomnt in time that the
consideration 1s unconditional, perforrmance obligations
have been satisfied and only the passage of time 1s
required before the payment is due

Bespoke Customar Products

Revenue s recognised for bespoke customer products
with no alternative use where the Group has a
guaranteed contractual nght to payment on an over
tme basis prior to the delivery of goods to the
custormers prermises Revenue 1s recognised on an input
basis by reference to the stauge of completion of the
ranufacturing process, a process which includes an
epiaxial wafer manufacture stage and o metrology
and wafer test stage which are both typically
completed within a lmited number of days

The amount of revenue recogrised s adjusted for
expected returns, which are estimated based on
histoncal data for each specific type of productwith o
refund labiity recognised as pait of provisions The
Group reviews its estimate of expected réturns at each
reporting dote and updates the amounts of any hability
accordingly

The Group operates supplier managed inventory
arrangements for certan global customers where the
Group 15 responsible for ensuring that contractually
agreed levels of inventory are maintained at specified
locations The Group has a guaranteed contractuak
nght to payment for the bespoke customer products
manufactured under these arrangements with revenue
recognised on an over time basis

Assets ond habilties ansing frorm contracts with
customers are separately identfied Contract assets
relate to consideration recognised for work completed
but not billed at the balonce shest dote Contract
habilities relate to obligatons to transfer goods or
services to a customer for which the entity has receved
consideration {or the armount 1s due) from the
customer

Reactor Rental

Reactor rental revenus relates to the sale of reactor
capacity to customers, prirmanty for development
purposes Revenue s recognised on a straight-ine basis
over the tirme penod to which the capacity sold relates

Intellectual Property Licences
Intellectual property icence ncome relates to the sale
of fimte and perpstual period icences

Revenus 1s recognised for intellectual property icences
with a nght 1o use over o finite pariod when control of the
licence s Fansferred to the customer in accordance with
the terms of the relevant icensing agreerment and
collection of the resulbng recevable 1s reasonably assured

Revenue 15 recognised for perpstual intellectual
property licences with a nght to use ot a point In trme
when the following conditions ars met

- when q signed agreement or other persuasive
evidence of an arrangement exists,
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- theintellectua! property has been delivered,

« thelicence fee 1s fked or determinable, and

- collection of the resulting recevable 1s reasonably
assured

223 Segmental reporting

Operating segments are reported in a manner consistent
with the internal reporing provided to the Exscutve
Leadership Team, who oversee the allocation of resources
onct the assessment of operating segment performance

2.24 Finance income and finance costs

The Group's finance iIncome and finance costs include
interest Income and interest expense

Interest income or expense Is recognised using the
effective Interast method The effective interest rate 1s
the rate that exactly discounts esbmated future cash
paymenits or receipts through the expected Iife of the
Anancial Instrument to the gross carrying armount of the
financial asset, or the amortised cost of the financiol
lability

In catculating interest ncome and expenss, the effective
interast rate I1s applied to the gross camying amount of
the asset {when the asset 1s not credit |rnpc1|red) orto
the amortised cost of the hatility However, for financial
asssats that have become credit mpaired subsequent
to initiol recognition, interest income 1s calculated by
applying the effective interest rate to the amortised cost
of the financial asset

Interest Income or expense ossociated with cosh and
cash equivalents, bank borrowings and lsase liabilhibes 1s
treated as an gperating activity cashflow in the
consolidated cashflow statement,

2.25 Pension costs

The Group operates defined contribution pension
schemas A defined contribution plan 1S a pension plan
under which the Group pays fixed contribubons INto a
separate entity Contributions are charged in the
Consolidated Income Staterment as they become
payable in accordance with the rules of the scheme
The Group has no further obligotions once the
contributions have besn made

2.26 Share-based payments

The Group operates a number of equity-settled share-
based compensation plans under which the Group
recenes services from employses as consideration for
aquity Instruments in IQE ple The far value of the
employes services recenved in exchange for the grant of
the optons 1s recognised as an expsnse in the
consclidated income staternent, ond as a credit in other
reserves in the consolidated statement of changes in
equity, except for the social security element of the award
which is treated as cash settied with the liability
recognised in other taxabon and social secunty within
trade and other payables in the consolidated balance
shest. The total amount to be expensed 1s determined by
reference to the farr vatue of the options granted,
including any market performance conditons (for
example, an entity's share price), excluding the mpact of
any service and non-market performance vesting
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condions (for exarnple, profitability, sales growth targets
and remaining an employes of the entity over a specilied
time perod) and ncluding the mpact of any non-vesting
conditions {for example, the requirement for employees
to save or hold shares for a specific period of time)

Non-morket pesformance and service conditions are
ncluded in assumplions about the nurmber of options that
are expected to vest The total expense 1s racognised over
the vesung penod, which is the period over which all of the
specified vestng condiions are to be satisfied At the end
of each reporbing pericd, the Group revises Its estimates of
the number of options that are expected to vest based on
the non-market vesting conditons it recognises the
impact of the rewston to anginal estirnates, if any, in the
consolidated income statement, with o comresponding
adjustment to equity

When the options are exercised, the Company 1ssues
new shares The proceads received net of any directly
attributable transccthion costs are credited to share
capitol {normino! volue) ond the balance to share
premiem In the Company’s own financial statements,
the grant of share options to the employees of
subsidiary undertakings is treated as a capital
contnbution Specifically, the far value of employee
services received (measured at the date of grant} 1s
recognised over the vesting period as an increase to
Investment in subsidary undertakings, with a
corresponding credit to equity in the parent entity
financial statements

The social secunty contibutions payable in connaction
with the grant of the share options 1s considered an
integral part of the grantstself, and the chargs will be
treated as a cosh-settled transacton

227 Foreigh currency

tems included in the finonciol statements of each
subsichory are measured using the currency of the
prnmary economic environment in which the subsichary
operates (‘the functional currency’} The consolidated
financial statements are presented in sterling, which Is
the Group’s presentational currency

Foreign currency transactions are transloted into the
subsidiarnes functional currency at the rates of
exchange ruling at the date of the transaction, or at the
forward currency hedged rate where appropriate
Monetary assets and iobihties in foreign currencies are
translated into the subsidianes’ functional currency at
the rates ruling at the balance sheet date All exchange
differences are taken to the INncome statement.

The bolonce sheets of overseas subsidiares are
translated into sterling at the clasing rates of exchange
at the balance sheet date, whilst the income
stutements are transloted Into sterling at the average
rate for the pernoct The resulting translotion differences
are taken directly to reserves

Foresign exchange gains and lossas on the retransiation
of foreign currency borrowings that are used to finance
oversens operations are accounted for on the ‘net
investment’ basis and ore recorded directly in reserves
prowded that the hedge is effective
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2.28 Current and deferred tax

Income tax for the year compnses current and deferred
tox Tox 1s recogrised in the income statement, except to
the extent that it relates to items recogised In other
comprehensive INCome, or directly In equity, raspectively

Current tax 1s the expected tax payable on the taxable
income for the yeor using retes substantially enacted at
the balonce sheet date, and any adjustments to tax
payable n respect of prior years

Armounts receivable from tox authonbes in refation to
research and development tax relief under the RDEC
scheme are recognised within operating profit in the
penod in which the research and developrment costs
qre treated as an expense Where amounts ara
outstanding at the year end and have not been
formally ogreed, an appropniate estmate of the
amount 1S Included wittwn other recenvables

Deferred tax 1s prowided in full on temporary differences
between the carrying omounts of assets and labilities in
the financial statements and the amounts used for
taxation purposes. Deferred tax 1s calculated at the tox
rates that have been enacted or substantially enacted
at the balance sheet date

Deferred tax assets are only recognised to the extent that it
Is probable that future taxable profits will be avaloble
aganst which deductble tempoerary differences con be
utilised Deferred tax labiibes are recognised for taxable
termpaorary differences, unless specifically exsrnpt Deferred
tax assets and labilties are offset whan thera 1s o legaly
anforceable nght to set off current taxation assets agamnst
current taxation llabilites and itis the intention to settle
these on a net bass.

2.29 Investment n subsidiaries

Investments in subsichanes are held at cost of
investrment fess provision for impairment in the parant
company financal statements

2.30 Other equity Investments

Other equity Investments are held at cost less provision
for impairment i both the parent company and Group
financial staterments on the basis that the Group (and
Company) does not have the abilty to exert significant
influence or control over the strategic and oparating
activities of the other equity iInvestrnents

2.3) Alternative performance measures

Income Statement

Alternative tncome statement performance measuraes
are disclosed separately in the financial staterments
after a number of adjusted non-cash items, non-
operational tems and significant iInfrecquent items that
would distort peniod on penod comparcbilty, where it 1s
desmed necessary by the Directors to do so to provide
further understanding of the financial performonce of
the Group Adjusted tems are matenal tems of Income
or expense that have been shown seporately due to the
significance of therr nature or amount The tax impact of
adjusted iterns 18 calculated applying the relevant
enacted tax rate for sach adjusted itern Dstails of the
adjusted iterns are included in note 5
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Notes to the financial statements continued

for the year ended 31 December 2024

2 Material accounting policies continued

Balance Sheet

Alternative balance sheet performance measures for
net debt are disclosed separately in the financial
statermants after adjustments to exclude lease habilities
and fair value gains/losses on dervatve instruments
where it s deerned necessory by the Directors to do 5o
to provide further understanding of the financial
position, geanng and hguidity of the Group

Cashflow Statement

Alternative cash Hlow statement performance measures
are disclosed separately in the financial statements that
reflect the cash impact of adjusted items mcluded n
alternative income statement performance measures
Adjusted fterms are Motenal terms of ncome of expeanse
that have been shown separately due to the
significance of therr nature or amount Details of the
adjusted items are INncluded in note 5

3 Critical accounting judgements and key
sources of estimation uncertainty

The Group s pnncipal accounting polictes are described
n note 2 The application of thesa policies necessiates
the use of estimates and judgerments in a number of
areas Accordingly, the actual amounts may differ from
these estimates. The main areqs involving significant
judgement and estimation are set out below

a) Critical acecounting judgements in applying the
Group's accounting policies

Going Concern

The going concern basis of preparation of the finoncial,
stoterments has been determined by reference to
hinancial projections prepared to 30 June 2026 which
contan both a ‘base case’ and a severe but plousible
downside case’

In both the base case and the severe but plausible
downside case the Group is forecast to matntain
quichty headroom and to comply with ali financial
covenants contaned n its banking focihbes throughout
the going concern gssessment perod

Key assumptions in respect of the going concern bosis
of preparation s presented in note 22

Intangible assets — Technology development asset
impatrment

The Group has product development costs totalling
£2,828,000 hnked to its Dilute Nitride technology where
the Group has taken the decision 1o discontinue the
development and commercialsation of the technology

Although Dilute Nitride technotogy has a number of
potentiol applications, the level of customer ond partner
engagement that 1s required to develop the technology
has remained low, a pesition thot has led to the decision
to discontinue the development and commercialisaion
of the technology given the lack of a clear near-term
route 1o the delivery of cormmercial volumes and

cash flows
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The current lack of visibility on the timsline to
commercialise the product development technology
assets and the decision to discontinue development of '
the assets, has resulted in o non-cash intangible asset

charge of £2,828,000 that has been charged to

Impairment loss on iIntangible ossets N the

consolidated ncome statement, following the wnte

down of ali Dilute Nitride product developrment costs

to £rul

Intangible assets - Technology development
assets not yet avalable for use

intangible assets Include development cost assets not
yet avatlabls for use of £4,054,000 (2023 £2,992.000)
which have been reviewed for impairment as at the
reporiing date

The Group is committed to the technical completion
and commercichsation of each of its technology
development assets which are governed and controlted
by reference to a combination of technical
development cbjectives and market and customer
related commercial plans The recoverable armount of
each technology development project is deterrmined
based on value N use calculations, using cash fiow
projections in ine with the expectad uselul econornic ife
of each asset The value in use calculations are based
on management approved nsk-adjusted cash flow
forecasts for sach project and comprnise assumptions
that nclude cost to complete forecasts for each
technology developrment and commercial forecasts
relabng to the expected level of market penetration,
revenue and cost of production for each technology
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Identification of Cash Generating Units {'CGUs') for
impairment testing and allocating impairment
losses

Identification of cash generating units

Under 1AS 36, mparment 1s assessed at the indmidual
asset level except In crcumstances where individual
assets do not generate cash inflows that are largely
independent frorm other assets In these circumstances
impairment 1s tested at the CGU or group of CGUs level

Based on the nature of the Group’s operations, multiple
produchon faciliies and epitaxial assats are considered
by the Group to form distinct CGUs. This reflects the
interdlependency and duat-purpose riaturg of the
Group's manufacturing facilities, and that production
can @md 15} transferred between sites to suit capacity
planning and operational efficiency

Given the intardependsncy of the Group's
manufacturing facities and operations the Group
considers each of the Photonics and Wireless operabng
segments to be CGUs based on the type of production
In the judgement of the Drectors, the assets of the
Group's Tawanese subsidiary, which the Directors are
considering divesting as part of the ongong strategic
review, I1s Included in the Wireless CGU due to its
interctepandency with the rest of that CGU

CGU-level impairment testing has been performed at
the level of the Photorics and Wireless CGUs An
imparment loss of £3,066,000 has been identified for
the Wreless CGU Had the assets of the Group's
Tawanese subsidiary besn identified as a separate
CGU and tested separately from the remainder of the
Wireless CGU, no imparrmeant would have been
identified In respect of the Tawanese assets, though o
larger impairment may have been identified in respect
of the remainder of the Wireless CGU

Altocating impairment losses

When agssigning an mparment loss to assaets within the
scope of 1a5 36, the Imparrment 10ss 1s required 1o first
reduce the carrying value of goodwill to nil and then
allocate any remairing loss pro rata based on the
carrying value of other assets in the CGY, except that
the carrying value of an indmidual asset within the CGU
should not be reduced below the higher of its far value
less costs of disposal, s value in use and zero The
Wireless CGU does not contain any goodwill

In the Directors judgement, developments In the
strategic review post year end have led the directors 1o
conclude that the farr value less costs of disposal of
Incdividua! assets in the Wireless CGU for the Taswan-
based assets of the CGU were in excess of ther carrying
value at the reparting date As aresult, the mparment
loss recognised in the Wireless CGU has been aliocated
pro-rota to US-bosed intangible and tangible assets (1e
not to Tawanese ossets), refiecting production volume
agllocatons and copacity planning assumptions and
cash flow forecasts used to estimate the iImparrment

Refer to note 13 for further detanls

Adpustiments to profit
Alternabve performance measures are disclosad
separately in the financial statements after a number of
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adjusted non-cash, nen-operational or significont and
infrequsnt items that would distort pernod on penod
comparability, where it s deemed necessary by the
Directors to do so to prowde further understanding of
the financial performance of the Group Details of the
adjusted itemns are included in note 5

b} Cnitical accounting estimates and key sources
of estimation uncertainty

31 Cosh Generating Unit iImpairment testing

At the end of each reporting penod, the Group ossesses
whether there 1S any indication of Impairment of non-
current assets allocated to the Group's CGUs Multiple
production faciities and production assets are Included in
a single CGU reflecting thot producton can (and 1s)
transferred between sites ond production assets for
cifferent operating segments to suit capacity planning and
operatonal efficiency Gven the interdependancy of
facilibes and producton assets, non-current assets are
tested for mpairment by grouping operational sites ond
producton assets into CGUs based on type of producton,

The Group has continued 10 expenence weak customer
dermand and low customer orders following the globaol
sermiconductor industry downturn as market recovery
has besn slower than anticipoted in key sectors, driven
primariy by weak consumer demand in end markets
Weak customer demand, resuting in depressed sales
that have remained broadly flat year-on-year, has
resulted in the Group conbinuing to deliver either low
levels of profitability or operating losses m sach of its
Wireless and Photonics CGUs, o position that has been
considered as part of the ImMparment tests.

Photonics

The recoverable amount of the Photonics CGU of
£121751000, determined based on value in use calculatons
Is greater than the carrying amount (£121196,000} of the
associated ntangible ossets, property, plant and
equipment, nght-of-use assets and working capita)
allocated 1o the CGU such that no imparment of Photonics
CGU assets has been dentfisd

Key assumptions and sensiivity analysis in respect of
the recoverable amount of the Photonics CGU 18
presented in note 13

Wireless

The recoverable amount of the Wireless CGU of
£88,341000, determined based on volue in use calculatons
is lowar than the carnyng amount (£81407,000) of the
associated intangible assats, property, plant and
eguipment, nght-of-use assets and working capital
cllocated to the CGU such that an impairment of Wireless
CGU assets has besn dentfied

The noncash impairment loss of £3,066,000 relates to the
Groups US related wireless assets and has been allocated
to the refevant US based intangible and tongible assets
which hos resulted in o non-caosh intongible osset
Imparrment charge of £885,000 and a non-cash property,
plant and equipment imparrment charge of £2181,000

Key assumptions and sensitivity analysis in respect of
the recoverable armount of the Wireless CGU 1S
presented in nota 13
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Notes to the financial statements continued

for the year ended 3 December 2024

3. Critical accounting judgements and key
sources of estimation uncertainty continued

c) Other accounting estimates and sources ot
estimation uncertainty

3 2 useful economic lives of development cost
intangible assets

The pertods of armorbisabion used for product and
process development cost assets require estimates to
be made on the estimated useful economic hvas of the
intongible ossets to determine an appropriate rate of
amortsation Camtalised davelopmaent costs are
amorbised in ine with the expected production volume
profile of the products to which they relate over the
period during which economic benefits are expected to
be recewved, which 1s typtcally betwean 3-8 years

The carrying value of development cost intangible
assets I1s £12528,000 (2023 £19,063,000} The
amortisafton charge for development cost mtangibie
assets in the current year 1s £5,084,000 {2023
£5,996,000) If useful economic Iives of development
cost intangible assets were reduced by | year across
the whole portfolio of assets, the impoct on current year
amortisgtion would be to increase the charge by
£786,000 (2023 £855,000) to £5870,000 (2023
£6,851,000)

3.3 Valuation of lease liabilities and right-of-use
assets

The application of IFRS 16 requires the Group to make
Judgements and estimates that affect the valuabion of
the lease labiliras and the valuation of nght-of-use
assets that includes determining the contracts in scope
of IFRS 16, deterrmining the controct term and
determining the interest rate used for discounting of
future cosh flows

The lease term determtned by the Group generally
compnses the non-cancelloble penod of lease
contracts, penods coveiad by an option to extend the
lease if the Group i1s reasondbly certain to exercise that
option, and periods coveraed by an option to terminate
the lsase f the Group 1s reasonably certain not to
exarcise thot option

Exercise of extension options, principally existing i the
Group's property leases, are assumed (o be reasonably
certain, excapt for the Group's Newport faciity where it
has been assumed that itis reasonably certain that the
Group will exercise its buy-out option at the end of the
initial lease term The same term applied to the length of
the lease contract has been applied to the useful
econormic life of nght-of-use assets *

The present value of the lease poyments applicable to
the Group s portfolio of property and plant leases has
been determined using a discount rate that represents
the Group's ncremental rate of borrowing at the date of
inception or modification of the lease, ossessed as
225%-820% depanding on the lease characternstics for
existing histornic leases

If the iIncremental rate of borrowing decreased by 010%,
the mpact would be to Increase the lease ability by
£140000 (2023 £156,000} If the Incremental rate of
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borrowing decreased by 10%, the impact would be to
Increose the lease lability by £1463,000 (2023
£1560000)

3 4 Share-based payments

Share-based payment charges assocated with long-
term ncentive plans are calculated taking account of
an assessmant of the actvevability of relevant
performance conditons The share-based payment
charge for long-term incentive awords would be
£138,000 (2023 £713,000) greater i 2024 f it were
assumed that all performance crteria for existing
awords would be met
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4. Segmental analysis
4 1Description of segments and principal activities

The Chief Operating Decision-Maker is defined as the Executive Leadership Team (ELT) The ELT, prior to the
departure of the Chief Executive Officer on 28 October 2024 consisted of the Chisf Executive Officer, Chief Financial
Officer, Chisf Technology Officer, Chief People Officer, Executive VP Global Business Development, SVP of
Communications Infrastructura and Securnty Business Urit, VP US Sates, Director of Corporate Marketing, VP US EP!
Operations and Substrates, VP Asia and Europe EPI Cperations, VP Government Affairs, Chief of Staff and the
Executive VP General Counsel & Company Secretary Subsequent to the departure of the Chief Executive Officer, the
ELT has been restructured and from Novermnber 2024 the ELT consists of the Intenm Chief Executive Officer and Chiaf
Financial Officer, Chief Technology and Operating Officer, Chief Revenue Officer and the Executive VP General
Counsel Cormpany Secretary and Chief People Officer The Executive Leadership Team consider the group s
performance from a product perspective and have identified three pnmary reportable segments.

+ Wireless - this part of the business manufactures and sells compound semicenductor materiat for the wireless
market which includes radio frequency devices that enable wireless communications

+ Photonics - this part of the business manufactures and sells compound semiconductor matenal for the photonics
market which includes applicatons that either transmit or sense ight, both visible and infrared

+ CMOS++ ~ this part of the business manufactures and sells advanced semiconductor matenals related to silicon
which include the cormbinotion of the advanced properties of compound semiconductors with those of lower-
cost sihcon technologtes. Starting in 2025, the Group will no longer report CMOSS++ revenue as a standalone
segment reflecbing the strategic rebalancing of the busness product portfolio and o shift in focus towards
drersificaion into GaN Power and MICrolED

The ELT pnmartly use revenus and a measure of adjusted EBITDA to assess the performance of the operating
segments Measures of total assets and liabiities for each reportable segment are not reported to the ELT and
therefore have not been disclosed

IQE Annual Report and Accounts 2024 Ly

Finanecial Statements



Notes to the financial statements continued
for the year ended 3l December 2024

4. Ssegmental analysis continued
4.2 Adjusted EBITDA Loss

Adjusted EBITDA excludes the effects of significant non-cash, non-operational or significant and infrequent iterns of
ncorme and expenditure which may have an impact on the quality of sarnings, such as restructuning costs, CEQ and
CFQ recruttment costs, CEQ severance costs and impairments where the imparment is the result of an isolated,
non-recurring event Adjusted EBITDA also excludes the effects of equity settied share-based payments

Finance costs are not atlocated to segments because treasury and the cash position of the group is managad
centrally

224 2023
Rovenue £000 £000
Wirelass 67,295 53877
Photorics 48,876 59,098
CMOS++ 863 2277
Revenue 18,034 115,252
Adjusted EBITDA
Wireless 16,205 12,347
PhotoRIcs 5840 6189
CMOS++ (1.517) (1ov9)
Central corporate costs {12,418) (12,304}
Adjusted EBITDA sm 4,313
Depragiation (20,343) {16,976)
Amortisation (6,390) {7.688)
Gain on rermeasurernent 202 -
Profit on disposal of PPE 62 152
Adjusted operating loss (18,357) (20199)
Adjusted tems (see note 5)
Wirelass {(7.441) {1,004)
Photonics (5974) (2.445)
CMOS++ (669) {a5)
Central corporate costs (517) {2.086)
Operoting loss (32,958) (25,779}
Finance costs (3947} (3032)
Loss before tax (36,805) (28.811)

Adjusted tems nclude £8,418,000 {2023 £mil) of non-cush impairment charges of which £5155,000 {2023 £ni)
refates 10 the wireless segrment and £3,255,000 (2023 £nil) relates to the photonics segment
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4 3 Revenue - Disaggregation of segmental revenue from contracts with customers

The group derives revenue from the transfer of goods, services and intellectual property over trme and at a point In
tme Revenues from external customers denve fror the sale of standard or bespoke compound sermiconductor

rmatenal, or from the sale or icensing of ntellectual property

Wircless

Photonics

CMOS++

Told

2024 2024 2024 2024

Oisopgrepotn SegmentRovonue £'000 £ 000 £000 €000
Timing of revenue recognition
At a point in time
Standard customer products - 7852 - 7852
Intellectual property licences - - - -
Over time
Bespoke customer products 67,295 42,024 863 110,182
Totalrevenue 67,295 49,876 863 18,034

Wirekss Photonics CMDS4+ Total
Dsoggregale Segment Revenua sgggg gggg gggg 1‘2'3’(2)(‘;
Timing of revenue recognition
Al a pomt in tima
Standard customer products - 8982 - 8982
Intellectual property kcences - - - -
Over ime
Bespoke customer products 53877 5016 2277 106,270
Totalrevenue 53,877 59,098 2277 ns,252

Included within bespoke custorner product revenue 1s revenue of £45379,000 (2023 £50,712,000) that relates to
suppher managed inventory arrangerments where biling occurs from the earlier of a specified contractual backstop
date following delivery, or when the product 1s drawn from inventory by the customer

Revenues of approximately £37,752,000 (2023 £45,961,000} are derived from two customers (2022 three) who each

account for greater than 10% of the Group's total revenues

2024 2024 2023 2023
Customer Segment E 000 % revenue 000 % ravenue
Custormer ] Wwireless 22)6% 19% 18,268 16%
Custormer 2 Photonics N/A N/ A 13625 12%
Customer 3 Photonics & Wireless 15,583 13% 14067 12%

There are no customers in the CMOS++ segrnent that account for greater than 10% of the Group s total revenue

IQE Annual Report and Accounts 2024
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Notes to the financial statements continued
for the year ended 3l December 2024

4 segmental analysis continued
4.4 Geographicalinformation
Revenue by location of customaer

2024

023

€400 £000
Amencas 52,025 54,520
United States of Amenca 51,974 54,448
Rest of Amercas 51 72
Eurcpe, Middle East & Africa (EMEA) 24,914 16,226
France 663 1318
Germany 1618 1853
Israel 5008 3826
United Kingdom 12,642 7430
Rest of EMEA 4983 1738
Asia Pacific 41,095 44,506
People s Republic of Ching 1928 2)57
Japan 6,456 14326
Tawan 27,142 25074
Rest of Asic Pacific 5,569 2849
Total revenue 18,034 Nn5,252

Non-current assets by locotion

Property plantand equipmont

Intangiblo s sats

Right-of-uzo ossots

2024 2023 2024 2023 2024 2023

£ 000 £000 £ D00 £000 £ 000 £000

USA 3265t 44733 13679 17,849 15,312 8354
Tamwan 28,060 32,495 un 1523 386 433
UK 52,863 52325 14100 15,806 26,512 29108
13,674 129,553 28,950 35,378 42,210 37,895
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5 Adjusted performance measures ("APM’)

The Drrectors assess the operating performance of the Group based on both statutory and adjusted measures
Adjusted measures nclude adjusted earnings before interest, tax, depreciation, amortisation, impairment and
profit/ioss on disposal of PPE and intangibles (AEBITDAY, AEBITDA margin, adjusted operating loss, adjustad 10ss

before ncorne tax aond adjusted losses per share These measures are collectively described as Adjusted

Performance Measures (APMS) in this Annual Report. The Drectors believe that APMs provide o useful companson of

business trends ond performancs and allow management and other stakeholders to better compare the

performance of the Group between penods, excluding the effects of certain non-cash charges, non-operational
ttems and significant infrequent items that would distort penod on period comparability The Group uses these APMs
for internal planning, budgeting, reporting ond assessment of the performance of the business The term adjusted 1S
not defined under IFRS and therefore the APMs may not be directly comparable with smilarly titled measures used

by other companies.

Adjusted profit measures

The following table summarises the statutory and adjusted profit and loss aecount measures for the year togsther
with the adjustments made to each line item

2024 2023
Adjusted Adjustied Reportod Adjusied Adjusted Repoied
Results Itoms Results RasuRs nems kesufis
£000 £ 000 £:000 £000 £000 000
Revenue 18,034 - N8,034 N5,252 - 5,252
Cost of sales (12543) {(1,045) (n3,588) (m244) (1,680) {12,924}
Gross profitf(loss) 5,491 (1,045) 4,446 4,008 (1,680} 2,328
SG&A {2409) (5.873) (29,982) (26,)67) (8319)  {32488)
Impairment of ntangioles - (3772) (3772) - - -
impairment of PPE - (4,615) (4,615} - - -
imparrment of nght-of-use assets - {31) (31 - - -
Gan on remeasurament of nght-of-uss
asset 202 - 202 - - -
impairment {loss)/reversal on
racenables (3) - (3) 1808 - 1,808
Gains on acquisitions - - - - 2419 2419
Profit on disposal of PPE 62 735 797 152 - 152
EBITDA an2 (6.918) 1194 4,313 {5,580) 1,267
Depreciotion (20,343) - {20,343} {16.976) - (16,976)
Amortisation (8,390) - (6,380) {7688) - {(7:588)
Imparrment of ntangibles - (3772) (3772) - - -
Impairment of PPE - (4,615} (4615} - - -
tmpairment of nght-of-use assets - (31} (31} - - -
Gain on remeasuremant of nght-of-use
asset 202 - 202 - - -
Profit on disposal of PPE 62 735 797 152 - 152
Operatng loss {18,357} {(14,601) (32.958)  (20.199) (s.580) (25,779)
FInance costs {(3.947) - (3947) {3032) - (3032)
Loss before tax (22,304) (14,600}  (36,905) (23231) (5.580) (28,81)
Taxotion {1.430) 157 (1273) {759) 192 (567)
Loss for the period {23734) (14,444) (38178)  (23,990) (5.388) (29,378)
Loss per share attnibutable to owners
of the parent company during the year
Basic loss per share {246p) 150p {3986p) (263p) 060p (328p)
Diluted loss per share (246p) 150p (396p) (268p) 060p (328p)
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Notes to the financial statements continued
for the year ended 31 December 2024

5. Adjusted performance measures (*APM’) continued
Adjustiments to operating profit

2024
Adjustod 2024
Profiton Pro-Tax Tax Adjusted
Costof SGLEA  Imparmonts disposal Itams Impact Iterns
2024 scica € 000 £000 E'000 £ 000 E 000 £ 000 € 000
Share-based payments {1,045} (1920) - - (2.974) 157 (2817)
Share-based payments — CEQ
recrutment - (77) - - (77} - (77)
Share-based poyments - CFO
recrutment - (123} - - (i23) - {123}
CEQ recruitmant - {307) - - (307) - {307)
CEO severance - (a16) - - (416) - (418)
wWireless CGU impairment - - (3,066) - (3.086) - (30866)
Restructuning - (3021} (53%2) 735 {7638) - {(7638)
Total (1045) (5873) (8,418) 735  (14,601) 157 (14,444)
7023
Adjusted 2023
Other Pro-Tax Tax Atfjustod
Coatol sales 5G&A Gains Itoms impact I1tems
2023 £ 000 E D00 E-000 £ 000 E'000 000
Share-based payments {1680) (840) - {2520) 192 {2.328)
Share-based payments - CEO .
rscrutrnent - (45) - (45) - {45)
CEO recruitmant - {300} - {300) - {300)
CFO severancs & recrutment - (454} - (454) - (454)
Restructuring - {4,580) - {4,580) - {4,680)
Gain on deemed disposal of Jv - - 2419 249 - 2,419
Total (1,680) (6,319) 2,019 (5.580) 192 (5.,388)

The nature of the adjusted items 1s as follows:

Share-based poyments

The £2,974,000 {2023 2,520,000) charge relates to share-based payments recorded in accordance with IFRS 2
Sharg-based payment Shara-based payments which anse each financial yecr are classified as an APM due to the
non-cash charge being partially outside of the Groups control os itis based on factors such as share price volatility
and interest rates which may be unrelated to the performance of the Group durning the period in which the expense
occurred

Chief Exacutive Officer recruitment

The charge of £77,000 (2023 £45,000) relates to the share-based payment charge for new starter awards granted
to the former CEO upon recruitment The charge of £307,000 (2023 £300,000) relates to costs associoted with the
cash gtement of the new starter oward granted to the former CEQ upon recruitment.

Chief Financial Officer recrutmaent

The charge of E123,000 (2023 £n) relates to the share-based payment charge for new starter owards granted to
the CFO Chief Financial Officer severance and recruitment costs of £454,000 in 2023 related to settiement and legal
costs In relauon to the former Chief Financial Officer and recrutment costs in relation to the newly appointed Chief
Financial Officer

Chief Exaecubve Officer Severance

The charge of £416,000 (2023 £nil} refates to costs, primanly related to payrments i lieu of notics, associated with the
termmnation of the former CEO’s employment.
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Wireless CGU impairment

Anmparment was identifred in the year relating to the Wireless CGU determined based on valus in use calculations. The
non-cash imparment loss of £3,066,000 relates to the Group's US related wrreless assets and has been allocated to the
refevant US based intangible and tangible assets which has resulted in a non-cash ntangible asset impaoarment charge of
£885000 and a non-cash property, plant and equipment Impairment charge of £2181,000 (see note 13)

Restructunng

The charge of £7,638,000 {2023 £4580,000) relates to the consohdation of the Group's US, UK and Asian
manufacturing operations and the restructunng of the Group's Executive Leadership Team

Group Restructuring

« Group restructuning charges of £266,000 (2022 £ni) consst of employee-retated costs of £266,000 (2023 £ni)
related to the restructunng of the Group s Executive Leadarship Team following the departure of the former CEQ
Croup rastructuring chargos of £1,250,000 10 2023 rolotod to employao costs and rodundancios associatod with
a group=wide restructuring programme

US Restructunng

« US restructunng charges of £763,000 (2023 £3,390000) relating to the closure of the Group s manufacturing
faciity in Pennsylvania consist of employes-related costs of £261000 {2023 £1,789000), ste decommissioning
costs of £1014,000 (2023 £1,601,000), non-cash property, plant and equiprment asset imparrments of £89,000
(2023 £nil} and profit on disposal of property, plant and equipment of £632,000 (2023 £nil} As ot 31 December
2024, cumulative restructuning charges of £6,164,000 (2023 £5,346,000) have bean incurred No further
restructuring charges associated with the closure of the site are expected n 2025

« US restructunng charges of £4,889000 (2023 £nil) reluting to the stratege re-posiboning of the Group's
Massachusetts and Morth Carolina manufacturing sites consist of non-cash property, plant and equiprment
asset iImparments of £2,002,000 {2023 £nit) and non-cash intangible development cost imparrments of
£2,887,000 {2023 £ril)

UK Restructunng

= UK restructuning charges of £1,584,000 (2023 £nil} relating to the consolidation of the Group's South Wales
activities into its Newport manufacturing site consist of employse-related costs of £447,000 (2023 £ni), stte
decommuissioning costs of £897.000 {2023 £nil), non-cash property, plant and equipment asset smpairments of
£343,000 (2023 £nilf) and profit on disposal of PPE of £103,000 (2023 £nil)

Astan Restructuring
+ Tawanese restructuring charges of £155,000 (2023 £nif} consist of legal and professional fees relating to the
dual track PO or sale of the Group s Tawanesa manufacturing operations
= Singapore restructunng credit of £19,000 (2023 £ril) relates to certain final cash receipts inked to the voluntary
hquidation of the Group's Singapore subsidianes, where manufactuning operations ceased in June 2022
Gain on deemed disposal of joint venture

Gan on acquisitions of £ril (2023 £2,419,000) relates to the gan recognised on acquistion of the remaining shares in
the Group s joint venture, CSC, in 2023 increasing its shareholding to 100%
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Notes to the financial statements continued
for the year encled 3| December 2024

5. Adjusted performance measures {'APM’) continued
Cash impact of adjusting items

The cash impact of adjusting items 1s set out below

Cash from Investing Cash from Investing

operations octivites 024 Tota! operations activitios 2023 Total
Cash Impact £ 000 £°000 £'000 £ 000 £ 000 £'000
Reported cash flows 2472 {10,)94) (7.722) 10,074 - 10,074
Share-based payments - social
security 123 - 123 - - -
CEO recruitment - - - 463 - 463
CEOQ severance 196 - 196 - - -
CFO severance & recrutment - - - 454 - 454
Onerous contract 394 - 394 256 - 258
Restructuring 4092 {4828} (736) 4,497 - 4,497
Total adjusted items 4,805 (4,828) (23) 5,670 - 5,670
Adjusted cash flows 7.277 {15,022) (7,745) 15,744 - 15,744
Onerous contract

Onerous contract cash flows reflect royalty payments relating to the Group's cREO™ technology where developrnent
activity ceased in prior penods totals £394,000 (2023 £256,000)

Restructuring

Cash generated in the year from the restructuning of the Group's Executive Leacdership Team and the consolidation
of the Group s US, UK and Asian manufacturing operations totalled £736,000 (2023 £4,497,000 cash delrc:yed)

Group Restructunng

= Cash costs defrayed of £64,000 (2023 £nil} consist of employee-related costs related to the restructuring of the
Group's Executive Leadership Team following the depaorture of the former CEO Cash costs of £1,290,000 in 2023
related to employee costs and redundancies associated with o group-wide restructunng programme

US Restructunng

= Cash costs relating to the closure of the Group s manufactunng facility i Pennsylvan total £6,856,000 (2023
£4,037,000) of which, £2,820,000 {2023 £3087,000} has been defrayed in the current period Cash proceeds on
disposal of PPE 1s included in nvesting actvities and totals £4,081,000 {2023 £nil) i the year

UK Restructuning

= Cash costs relating to the consolidation of the Group’s South Wales activtties into its Newport manufactunng site
total £,072,000 (2023 £nil} Cosh proceeds on disposal of property, plant and eguipment 15 included in nvesting
activities and totals £767,000 (2023 £nil) in the vear

Asion Restructunng
+ Cash costs relating to the dual track IPO or sale of the Group s Tawanese manufocturing operatons total
£155000 (2023 Enlslg)

« Fincl cosh receipts linked to the voluntary hquidation of the Group s Singapore subsidiaries, where
manufactuning operations ceased in June 2022 total £19,000

Adjustments to netdebt

Adjusted net debt E::(c’y(:'; 22‘333
Net debt {note 29) (69,330) (48528)
Lease abiites due after one year 44872 40,435
Lease habiliies due within one yeaor 5,658 5,865
Adjusted net debt (18,800) (2,228)
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6. Operating loss

2024 2023

€000 £000
The operating loss 1s stated after charging/(crediting).
Depreciotion of property, plant and equipment 16552 13186
Depreciation of nght-of-use assets 3791 3,790
Amortisation of intangible assets 6390 7,688
Garmn on remeasurement of nght-of-use asset (202) -
Services provided by auditors 821 830
Expenses relating to varable lease payments not ncluded i the measurement of the
lease hability 66 4818
Research and development (net) 4,489 1823
Exchange gains (sm) {1108)
Cost of raw matenals consumed 45,255 43412
Profit on disposal of PPE* {62) (152}
adjusted items (see note 5) 14601 5,580
Share-based payments 297 2520
Share-based payrnents ~ CEO & CFO recruitment 203 45
CEC recruitrment 307 300
CEC severance 416 -
CFO severance & recruitment - 454
Gain on deemed disposal of JV - {2.419)
Wireless CGU imparrment 3066 -
Restructuring 7638 4,680

* Excludes the adjustment tor profit on disposol af PPE relaang 1o restructuning which 1s separately disclosod as part of the Groups

adjusted izems

Expenses relating to vanable leasse payments not included in the measurement of the lease ability prncipally relate

to the vanable cash costs of production based on usage that were payable to the Group's joint venture, CSC,

associated with the Group s nght-of-use of the joint venture's assets. The Group acquired its joint venture, CSC, on 22

Sapternber 2023
2024 023

£ 000 £700
Services provided by auditors
Faes payable to the Company’s auditor and its associates for the audit of the parent
compaony ond consolidated financial statements 720 671
Addivonat fees payable in relation to the audit of the parent company and consolidated
financial statements for the year ended 31 December 2023 25 -
Additional fees poyable In relation to the audit of the parent company ond conselidated
financial statements for the year ended 3t December 2022 - 134
Faes payable to the Company's auditor and its associates for other services
+ Audit of the Company’s subsidicrics 25 25
= Audit-reloted nssurance services Sl -
Total KPMG LLP (Group auditors) 821 830
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Notes to the financial statements continued
for the year ended 31 December 2024

7.Employee cOSts

2024 2023
£ 000 £000

Employee costs (including Directors’ remuneration)
Wages and sdlaries 30,012 33860
Social security costs 3364 3566
Other paension costs 2096 2024
Share-based payments 3174 2565
38,646 4215
2024 2023
Numbor Numbet

Average number of employees (including Directors)
Manufacturing 396 446
Selling, generol and administrative 121 131
S17 577

Drrectors’ emotuments, share options and other long-term incentive plan details, ncluding details of all outstanding
options and fong-term ncentive awards, and the volue of Director pension contributions paid, are set out in the

Remuneration Report where the relevant disclosures have besn highighted as audited

Key management within the Group comprises rmembers of the Executive Leaderstup Team and Non-Executive
Drectors Compensation to key management in 2024 totalled £4,151,000 (2023 £4,212,000), consishing of emoluments
and other benefits in kind of £4,023000 (2022 £4,06000) and pension contrbutions of £128,000 (2023 £106,000) The
charge for share-based payrment awards to key managemaent totalled £1,007,000 (2023 £1,000,000) A charge for
terminaition costs payable to key managernent who have left the business totalled £628,000 {2023 £424,000)

8. Finance costs

2024 2023

E000 £000
Bank and other icans {2,293) {1810)
Interest expense on lease liabilties {1654) (1222)
(3.947) {3,032}
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9. Taxation

2024 2023
Incame tax expense £ 000 €000
Current tax on profits for the year 1106 1012
Total current tax charge 1,106 1n
Ongination and reversal of temporary differences 85 (407)
Adjustment in respect of prior years 82 (138)
Total deferred tax charge/{credit) 167 (545)
Totaltax charge 1,273 567

The tax on the Group s loss before tax differs from the theoretical amount that would arnse from applying the
standard rate of corporation taxin the UK of 250% {2023 23 5%) as follows

1024 2023
£ 000 £000
Loss on ordinary activities before taxation {35,905) (2881)
Tax credit at 250% thereon (2023 235%) (g228) (877}
Effects of
Expenses not deductible for tax purposes 1241 2366
Overseas tax rate differences (28) (126)
Temporary differences for which no deferred tax asset was recognised 8,566 4,787
Share option schemes 638 449
Adjustments in respect of prior years 82 (138}
Total tax charge for the year 1,273 567

Recognition of deferred tax assets s bosed on an assessment of future cash flow forecasts and the associated
profitability of the Group's operations, an assessment which has restncted the ability of the Group to recognise
deferred tax assets for UK, US and Singapore trading losses

Deferred tox asset recognition has been restncted in the UK and US to reflect future forecast profitability, an
assessment that ncludes the impact of the continuation of weak customer demand as markel recovery is forecast
to remain subdusd in ceartam key sectors following the global semiconductor industry downturn As a rasult, lower
utilsation of UK and US deferred tax assets is projected, which has restncted the ability to recognise deferred tox
assets for current year losses

Deferred tax asset recognition has not been recognised in Singapors due to the closure of the manufactunng site in
2022

The share cption schemes amount shown above represents the change i the expected tax impact on the exercise
of options, prncipally reflecting the reduction in future corporation tax deductions associated with a rmovement in
the number of options where perforrnance cntena are expected to be achieved and a reduction in the Group
share price

The Group s results report certain financial measures after o number of adjusted tems with o tax impact of £157,000
{2023 £192,000) as detaled in note & The tax impact of adjusted terms, excluding share-based payments, 1s £ni due
Lo the restncted recognition of deferred tax assets

Deferred tax 1s measured at the tax rates thot are expectad to apply 10 the relevant terntory in the penod when the
asset 1s reahsed or the hiability 1s settled, based on tax rates and tax laws that have been substantively enacted at
the balonce sheet date

Any closing UK deferred tax asset or liability in the financial staternents has been recognised in accordance with the
rate enacted as part of the Finance Act 2021 with any timing differences recognised at a corporation tax rate of 25%

2024 2023
Amounts recognised diroctly in oquity € 000 1000
Aggregate current and deferred tax ansing i the penod and not recogmised in net profit

or loss or other comprehensive income but directly debited or credited to equity

Deferred tax Share options {(33) (142)
Total tax charge to equity for the year (33) (142)
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Notes to the financial statements continued
for the year ended 31 December 2024

10. Deferred Taxation

2024 2023
Dolerrod tax € 000 £000
At 1 January {604) (1065)
Income statement credit recogrised in the year (167) 545
Tax chargs recogrised directly in aquity (33) (142)
Exchange differences 30 58
At 31 December (774) (c04)

The movement in deferrad tax assets and liabilities during the yeor, without taking into considerauion the offsetting of
balances within the some tax junsdicton, 1s as follows

Group
Accolorated
Rightot Use Capita
Asset Allowances Intangiblcs Totwd
Deforrod tax lichilitios £ 000 £000 £ 000 €000
At1January 2023 (10128) (12,a54)  (3,83) (25.765)
{Charge)/credit to Income statement 708 Q68 (29) 1647
Exchange differences 139 223 42 404
At 31 December 2023 {9.2m) (n,263) (3.170) (23.n4)
{Chorge}{credit to Income statement (1014} (355) 1,491 122
Exchange differences {e8) 40 18 {30)
At 31 December 2024 before set-off (10,383) {(n,578) (1,661) {23,622}
Set-off of tax® 22,848
At 31 December 2024 after set-off {773)
Legses TaxlLasses Othor Total
Detforrod tax assots £ 000 E 000 £ 000 £'000
At 1 January 2023 12,479 1,798 a3 24,700
Charged to incorme staternent {957) (781) 616 (o2)
Charged to equity - - (142) {142)
Exchange differences (146) (188) (14) (346)
At 31 December 2023 1,376 10,851 883 23,10
Charged to income staterment 686 {(729) (246) {289)
Charged to equity - - (33) (33)
Exchange differences 85 - (25) 60
At 31 December 2024 before set-off 12,147 10,122 579 22,848
Set-off of tax* {22848)

At 31 December 2024 after set-off -

* Deterred tax assets and deferred tax labilines can only be offset in the statement of financial postion 1f the eniity has the legal nght 1o settle
current tax amaunts on o net basis and the deterred tax amounts are lovied by the same taxng outhoniy on the scme entity or difterent
entiues that intend to realise the assat and sertle the liability ai the sama ome,

Deferred tax assets are recognised for tax losses carned forward to the extent that the realisction of the reloted tax
benefit through future taxable profits from the same trade is probable The Group assesses future forecast taxable
profit as probablo by roforonoe to Board approvad five-yoar cashflow forccasts consistent with the underlying
cashftow foracasts used in the Group’s goodwillimpasment review Any potential deferred tox asset assessed by
referance to the level of future forecast taxable profit over this five-year period has, 0 the current yecr, been
restricted to the extent of taxable temporary differences due to the Group’s current financial performance and
recent history of taxable losses Inits UK, US and Singapore operations

The Group did not recognise deferred tax assets of £60,209,000 (2023 £52,968,000} in respect of tax lossas
amounting to E256,787,000 (2023 £228]197,000) that can be carned forward against future toxable ncome

Tho Croup did not rocogniso othor doferrod tax assets of £7,723,000 (2023 £2,01G000) In respact Of Other cargd
forward termporary tming differences retating to certain US accelerated capital allowances, interest restrictions
ond RED rostrictions and UK notional tex crodits associated with the Croups R&D Capenditure Credit Scherme
{RDEC) claims amounting to £24,148,000 (2023 8,967,000)

Tax losses in the UK totaling £178,474,000 (2023 £135,278,000) have o date of expiry Tax losses in Singapore totating
£39,287,000 (2023 £38,713,000) have no date of expiry Tax Iosses m the US can be carmied forward agamnst future
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taxable income for 20 years before expinng Of the Group's total US tax losses of £84,514000 (2023 £96,858,000)
lossas amounting to £16,080,426 expire within 5 years, £34,592,000 expire within 6-10 years, £11,024,000 expire within -
15 vears and £22,808,000 may be carned forward indefinitely

Deferred tax labilities have not been recognised for the withholding tax and other taxes that would be payable on
the unrermitted earnings of certain subsichanes, as such armounts are permanently reinvested Unremitted
Tawanese eamings totol £34,365000 (2023 £32,47,000) Tax credits In relation to claims made under the R&D
Expenditure Crecht Scheme (RDEC) in the UK are recognised within operating loss. Tax credits of this nature total
£1528,000 (2023 £1914,000)

Company
Share Other Timing
Taxlosses Options Difforencos Totat
Delerred tax assots £ 000 E 000 £'000 £ 000
At lJanuary 2023 744 72 (818) -
(Charged)/eredited to meome statement 777 19 (794) 2
Charged to equity - (2) - (2)
At 31 December 2023 1,521 89 (1,610) -
(Charged)/fcredited to iIncomea statemant 263 61 (324) -
Charged to equity - - - -
At 31December 2024 1,784 150 (1,934) -

The Company did not recognise deferred tax assets of £7568,000 {2023 £6,5N,000) in respect of tax losses
amounting to £30,273,000 (2023 £26,043,000) thot can be carried forward agamst future toxable income The
Company did not recognise other deferred tax assets of £38,000 (2023 £39,000) in respect of UK notonal tox credits
associoted with R&D Expenditure Credit Scheme (ROEC) clanms

. Dividends
No dividend has been paid or proposed in 2024 (2023 £nif)

12 Loss per share

Casic loss por shaore s calculated by dviding the loss attributable to ordinary shiaroholdors by tho woightod avorago
number of ordinary shares inissue duning the year

Diluted loss per share I1s calculated by dviding the loss attnbutable to ordinary shareholders by the weighted
averags number of shares and the dilutive effect of ‘in the money” share options N Issue Share eptions are classified
as'n the money if thexr exercise price 1s lower than the average share price for the year As required by IAS 33, this
calculation assumes that the proceeds recevable from the exercise of n the money options would be used to
purchase shares in the cpen market in order to reduce the number of new shares that would nged to be issusd

The Directors also present an adjusted earmings per share measure which eliminates certain adjusted iterns The
Diractors beleve that the adjusted earnings per share measure providas a useful companson of performance and
allows managomont and othor stakoholdors to bettor comparo tho porformanco of the Group betwoon tho curront
and pricr year, excluding the effects of certain non-cash charges, non-operctional items and significant infrequent

iterns that would distort pernod on period comparability The adjustments are detafed i note 5

2024 2023

£'000 £000
Loss attributable to ordinary shareholders {38178} (29,378)

Adjustments te loss after tax (note 5) 14,444 5388
Adjusted loss attnibutable to ordinary shareholders (23,734) (23,990)

2024 2023

Numbser Humbor

Weighted average number of ordinary shares 964,315,248 896,744,318

Dilutive share options 14,291,760 10155464

Adjusted weighted overage number of ordinary shares 978,607,008 906,899,782
Adjusted basic loss per share (246p) (268p)
Basic loss per share {396p) (328p)
Adjusted dituted loss per share (248p) (268p)
Diluted loss per share (396p) {328p)
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Notes to the financial statements continued
for the vear ended 31 December 2024

13 intangible assets

Deovelopiment Customer

Goodwill Patents costs Scitware contracts Total
Group £:000 £ 000 £000 E'000 £ 000 £ 000
Cost
At1January 2024 68,186 8318 91662 16,449 1490 186,105
Additions - 163 1877 1,419 - 3459
Foreign exchange 1202 5 94} 16 - 2)64
At 31December 2024 69,388 8,486 94,480 17,884 1,490 191,728
Accumulated amortisation and
impairment
At 1January 2024 60,787 7355 72599 9,181 805 150,727
Charge for the year - 290 5,084 331 685 6390
Imparment - 59 3407 306 - 3772
Foreign exchange 1,018 1 862 8 - 1888
At 31 December2024 61,805 7,705 81,952 9,826 1,430 162,778
Netbook value o '
At 31 December 2024 7,583 781 12,528 8,058 - 28,950
At 31 December 2023 7399 963 19,063 7268 685 35378

Davelopment Customer

Goociwil Patents cosis Softwuora contiocts Total
Group £000 £000 000 £000 £000 §000
Cost
At b Jonuary 2023 72128 8860 92,271 13882 8330 185471
Additions - 124 2852 2643 - 5619
Acquired through business
combinotion 204 - - - 1490 1684
Disposals - (651) - - {8029) {8,680)
Foreign exchange (4148) (15} (3.461) (76) (301 (7.999)
At 31 December 2023 68,186 8,318 91,662 16,449 1,490 186,105
Accumulated amortisation and
impairment
At January 2023 64,472 7852 69,303 8500 8330 158457
Charge for the yeor - 167 5,996 720 805 7,688
Disposals - {851} - - (8029) {8,680)
Foreign exchange {3685) (13) (2,700) {39) {301) {6,738)
At 31 December 2023 60,787 7,355 72,599 9,181 805 150,727

Netbook value
At 31 December 2023 7,399 963 19,063 7.268 685 35,378
At 31 December 2022 7,656 1008 22968 5382 - 37014

Customer contract intangible assets relate to custorner contracts acquired as part of business combinations

The amortisation charge of £6,380,000 (2023 £7.588,000) has been clossified within 'seling, general and
administrative expenses’ in the Consolidated Income Statement. Developrnent costs include £4,054,000
{2023 £2,992,000) ond Software costs include £ril {2023 £6,722000) of assets not subject to amorbisation

Development cost iImparment charges of £3,772,000 mcorporate £2,887,000 of charges reiating to the imparment
of Dilute Nitrice technology development costs where the Group has taken the decision to discontinue the
development and commercialisation of the technology given the current lack of visibility over the tmeline to
commercialisation of the technology The net book value of the assets has besn imparred to £nit with the charge
recognised In (mpairment loss on Intangible assets’ in the Consoldoted Income Statement The remaining charge
of £885,000 relutes to the Imparment of the Group s US related wirelass CGU assets (see note 13)
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Impairment tests for goodwil!

Goodwill is tested for mparment annually and whenever there 1s an indication of iImpairment at the leve! of the CGU
to which it s allocated Multiple production faciites ond production assets are included in o single CGU reflecting
that production can (and 1s) transferred between sites and production assets for different operating segments to
suit capacity planning and operational efficiency Given the interdependency of faciliies ond production assets,
goodwill1s tested for impairment by grouping operational sites and production assets into CGUs based on type of
production Corporate assets are allocated to CGUs in proporton to the utilisation of produchion assets and facilities
by each CGU

2023

2024 Acquiied on 2023
2024 2024 Forelgn 2024 2023 business Forcign 2023
Cost  tmpaiment oxchango NBV Cost  combination oxchange NBV
£ 000 £000 €000 £'000 £000 000 £000 000

Allocation of goodwiil by

cGU

Wirgless - - - - - - - =
Photonics 7,399 - 184 7,583 7,656 204 {481) 7,399
Total Goodwill 7,399 - 184 7,583 7,656 204 (461) 7.399

The recoverable amount of the CGUs has been determined based on value in use calculations, using cash flow
projections for a five-year period plus a terminal value based upon a long-term growth rate of 2% {2023 2%) i ine
with The Bank of Engiand s and the US Federal Reserve s monetary policy 2% inflation target.

Value n use calculations are based on the Group's Board-approved 2025 budget and latest five-year cash flow
forecasts which have been nsh adjusted and adjusted to exclude the impact of expansionary capitol expenditure
and certan inked earnings ond cash flows The Group has continued to expenance weak custorner demand and
low customer orders following the gltobal semiconductor mdustry downturn as market recovery has been slower
than anticipoted in key sectors, drven primarily by weak consumer demand in end markets Revenue assumptions
in year 1 reflect modest mid-singte digit percentage year-on-ysar growth Revenue assumptons for years 2, 3, 4 and
5 incorporate a combination of market penetration and new business assumptions and business segment growth
that takes account of industry rends and external market research

within the 2024 value In use colculations, nsk adiustments have been factored directly Into the 5-year coshfiows. In
2023, this nsk adjusted was reflected within the discount rate utiised The calculation of the recoverable omount of
each CGU in the value in use calculations is sensitive to small changes in the following key assumptions apphed in
the 2024 cash flow forecast

5 Year

Yool Yor 2 Yo 3 Yo 4 Yoars CAGR

2024 % * % .3 . *

Unadjusted discount rate 16 8% 68% 168% 168% 168% N/A
Adjusted Board -

Photonics revenus growth rate  Opproved forecast® 159% 187% 108%  98%  1B7%
Adjusted Board -

Wireless revenus growth rate approved foracast* 228%  236% 137% 76% 95%

¢ Adjusted Board approved forecast ralatas 1o the Group s Beard appraved 2025 budgst and latest fve year cash flow torecasts adjustad to
exclude earnings and cosh flows associaied with expansionary capital expendriure

S veor

Yaar Year 2 Yeor 3 Year 4 Year § CAGR

2023 % b % % - %

Risk adjusted discount rate 185% 185%  185% 185% 185% N/A
Adjusted 8oard Adjusted Board

Photonics growth rate approved forecast*  approved forecast* 86% 17 6% 9% 202%
Adjusted Board Ad)usted Board

Wireless growth rate approved forecast*  approved forecast* 72% 48% 42% 185%

The assumptions and growth rates contained in the Group's value In use colculations have been updatad in 2024
The updated cashflow forecasts reflect latest industry trends and external market research and a slower market
recovery in key sectors following the industry-wide semiconductor downturn compared to the assumptions
contaned m the Group’ prior year valug n use calculations The value in use calculations comprse revenus, matenal
costs and site manufactunng labour and overhead cost forecasts that have been assessed and updated by
reference to o combination of custorner and supplier specfic Informaobion and o combination of market penstration
and new busingss assurmptions combmed with business segment growth rates that take account of industry trendls
and external market research market growth assumptions
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Notes to the financial statements continued
for the year ended 31 December 2024

13. Intangible assets continued
Photonics CGU

The recoverable amount of the Photonics CGU of £121,751,000, determined based on value in use calculotions 1s
greater than the carrying amount (£121196,000) of the associated intangible assets, property, plant and egquipment,
nght-of-uso assots and worting copital alicoatod to the CCU such that ne impairmont of Mhotonics CCU assots has
been identfied

The Group has carned out a sensitivity analysis on the imparment test for the Photonics CGU, using vanous
reasonably plousible scenanos focused on changes in business segrnent growth rates and changes in the discount
rate applied in the value in use calculabons

+ Growth rates in the value in use calculotions take account of continuing market demand for compound
semiconductors and associated technology advancement, driven by macro trends of 5G and connected devices,
and the increasing proliferation of 30 and advanced sensing end user applications that require enabing
compound sermiconductor matenal If the aggregated compound annual revenue growth rate used In the value
in use calculabions to determine the recoverable amount was to decrease by 1% the magnituds of the adverse
impact on the recoverable amount of Photonics CGU non-current assaets would be £8,828,000

+ If the aggregated compound annual revenue growth rate used in the value In use calculobtions to determine the

recovarable amount was to decraase by 0 1%, this would siminate all the headroom i the value In use colculation

if the discount rate used in the value In use calculabons to determine the recoverable amount was to INcreasa by

0 5% the mognitude of the adverse Impact on the recoveroble amount of Photorics CGU non-currant assets

would be £512000

+ If the discount rate used n the value in use calcuiobons to determine the recoverable amount was to increase by
01%, this would elirminate all the headroom in the value in use calculation

-

Wireless CGU

The recoverable amount of the Wireless CGU of £88,341000 deternnined basad on value in use calculations is lower
than the carrying amount (£81,375,000) of the associated intangible assets, property, plant and equiprment, nght-of-
uso assots and working copital allocatod to the CCU such that an imparmont of Wircloss CGU aasets hos been
dentfied The mparment has ansen as a result of weak customer demand and lower customer orders in the
wireless sector as market recovery has been slower than anticipatsd

The non-cash impairment loss of £3,066,000 relates to the Group’s US related wireless assets and has been allocated to
tha refevant US based intangible and tangible assets wiich has resulted ina non-cash mtangible asset imparment
charge of £885000 and a non-cash property, plant and equipment mparment charge of £2181000

The Group has carned out a sensitvity analysis on the impairment test for the Wireless CGU, using varous
reasonably plausible scenarios focused on changes in business segment growth rates, direct waler product
margins and changes in the discount rate applied in the value in use calculations

+ Growth rates in the value In use calculations take account of continung market demand for compound
sermiconductors and associated technology advancemant, driven by macro trends of 56 and connected devicas
where 5G network infrastructure and 5G mobile handsets are being enabled by next generation wireless
compound sermiconductor matenal Iif the aggregated compound annual revenue growth rate used in the value
In use calculatons to determine the recoverable amount was to decrease by 1% the impaoct on the Impairment
charge would be to increase the charge by £6,606,000

+ if the discount rate used in the value N use calculations to determine the recoverable amount was to INcrease by
05%, the impact on the impairment charge would be to increase the charge by £3,457,000
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Patents sottware Total
Company £ 000 £ 000 £ 000
Cost
At January 2024 7839 7,643 15,482
Additions 163 1419 1582
At 31 December 2024 8,002 9,062 17,064
Accumulated amortisation
At January 2024 6993 825 7818
Charge for the year 265 181 448
Impairment 59 - 59
At 31 December 2024 7,317 1,006 8,323
Net book value
At 31 December 2024 685 8,056 8,741
At 31 Decermber 2023 846 6,818 7,664
Polenis Solware Toial
Company 000 000 £000
Cost
At Jonuary 2023 775 5000 12715
Additiens 124 2843 2,767
At 31 December 2023 7,839 7,643 15,482
Accumulated amortisation
At 1 Jonuary 2023 6,782 618 7,400
Charge for the year 21 207 418
At 31 December 2023 6,993 825 7.818
Net book value
At 31 December 2023 846 6,818 7,664
At 31 December 2022 933 4,382 5,315
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Notes to the financial statements continued

for the year ended 31 Decemnber 2024

14. Property, plant and equipment

Land and

Shortieasehold

Fixtures Plant and

buiddings  impravernents and fitdngs maochinery Totad
Group £'000 £000 £000 £ 000 £ 000
Cost
At January 2024 13,364 37888 16,68 212572 280505
Additions - 58 73 7,765 7,896
Disposals - {4,650) (1203} (31292) (37)45)
Transfer to assets heid for resate - - - (939) (939)
Foraign exchange {270) 776 (532) (64) {90)
At 31 December 2024 13,094 34,072 15,019 188,042 250,227
Accumultated depreciation
At January 2024 5,705 23,388 8161 113,698 150,952
Charge for the year 707 3474 933 114328 16,552
Disposals - {4650} (1203) (20427) (35280}
Impairment - Q16 - 3699 4615
Transfer to assets hald for resale - - - (819) (819)
Foraign exchange {(67) 538 {159) 221 533
At 31December 2024 6,345 23,666 7,732 98,810 136,553
Net book vatue
At 31December 2024 6,749 10,406 7,287 89,232 13,674
At 31 December 2023 7659 14500 8520 98874 129,553

Property, plont ond equipment includss assets in the course of construction with & net carmying value of £7,831000

(2023 £28,983,000)

land andt  Shaort kxaschold Fixiurcs PMant ond

bukiings  impiovements and fitngs mexhinery Tolg)
Group €000 £000 £000 £000 £000
Cost
At 1 January 2023 18,916 35550 15,705 210513 280,684
Additions - 3534 1876 13812 19,222
Acquired through business combination - - 37 3,493 3530
Transfer to assets held for resaile (5,0886) - - - {(5,086)
Other transfers - 672 - {3355) {2:683)
Disposals - - (174) {2722) (2.896)
Foreign exchange (466) {1868) (763) (9,89) {12,266)
At 31 December 2023 13,364 37,888 16,681 212,572 280,505
Accumuloted depreciation
At 1 January 2023 7,720 21408 7712 i16,789 153629
Charge for the year 94 2,897 940 8308 13)86
Transfer to assets held for resale (2.812) - - - (2812)
Other transfers - - - (3101 {3101)
Disposals - - (174) (2321) {2495)
Foreign exchange (144) (1017} {(317) {5887) (7,365}
At 31 December 2023 5,705 23,388 8,161 113,698 150,952
Netbook value
At 31 December 2023 7,659 14,500 8,520 98,874 129,553
At 31 Decernber 2022 1,196 14,142 7993 93724 127,055
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Other transfers relate to a reclassification of mventory to tangible fxed assets of £nil (2023 £508,000) and

reclassificabons between cost and accurnulated depreciation totaling £nil (2023 EB,IQI,OOO) within short lecisehold
improvements and piant and machinery The reclossifications had no iImpact on net assets, loss after tax or total

cash flow for 2023

Property, plant ond machinery impairment charges of £4,615,000 ncorporotes £2,434,000 relatng to the mpairment
of certain specific redundant plant and machinery assets inked to the restructuring of the Groug's US operations
The net book value of the assets has been mparred to £l with the charge recogmised in Imparment loss on
property, plant and equipment’ in the Consolidated Income Statement. The remaining charge of £2,181000 relates to
the iImpairment of the Group’s US related wireless CGU assets (see note 13)

Fixtures
andfitings
Company £ 000
Cost
At January 2024 190
Addittons 1
Disposals (2)
At 31 December 2024 189
Accumulated depreciation
At January 2024 173
Charge for the yaar n
Disposals -
At 31 December 2024 184
Net book value
At 31December 2024 5
At 31 December 2023 17
T TTTT tttttrY——/————— - Ftures
and fitlings
Company £000
Cost
At January 2023 538
Additions 3
Disposals {351)
At 31 December 2023 190
Accumulated depreciation
At F January 2023 149
Charge for the year 24
Disposal -
At 31 December 2023 173
]
Net book vatue
At 31December 2023 17
At 31 December 2022 389
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15 Right-of-use assets

Lemdand Fixtures and Plantand

bulldings Fittings machinery Toted
Group £:000 £000 £ 000 £ 000
Cost
At 1 January 2024 54,978 8l 735 55,794
Modificatons/remeasurements 7,256 3 493 7,752
Foreign exchange 460 3 10 473
At 31 December 2024 62,694 87 1,238 64,019
Accumulated depreciation
At 1January 2024 7188 17 694 17,899
Charge for the year 3627 18 146 3791
Impairment 3 - - 3l
Foraign exchange 87 1 - a8
At 31December 2024 20,933 36 840 21,809
Net book value
At 31December 2024 41,761 51 398 42,210
At 31 Decermber 2023 37,790 B84 41 37895

Land and Fixtures and Fant end

brdlctings Attings machinery 1ot
Group £000 £000 £000 £000
Cost
At 1 January 2023 55,064 26 782 55,872
Additions 798 62 - 850
Disposals - (4) - (4)
Foreign exchange (884) {3) {47) {934)
At 31December 2023 54,978 8l 735 55,794
Accumulated depreciation
At1Jonuary 2023 13856 12 572 14,440
Charge for the yeor 3620 10 160 3,790
Disposals - (4) - (4)
Foreign exchange (288) ] {38) (327)
At 310ecember 2023 17,188 17 694 17,899
Net book value
At 31 December 2023 37,790 64 a1 37,895
At 31 December 2022 41,208 14 210 41432

Modifications and remeasurements during the year prrmanly relate to adjustrents in lease payments and lease
term extensions The totol impact on night-of-use assets was £7.752,000 {2023 £nil) with corresponding changes in

lease iabilities
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16 Investments

vasInanis In

sutsichanes Tatal
Company £000 €000
Cost
At 1 January 2024 126,006 126,006
Subsidiarnies share-based payments charge 2,348 2,348
At 31 December 2024 128,354 128,354
Provisions for impairment
At1 January 2024 65837 65,837
Imparrrment 506 506
Reversal of imparment ’ (18597) (18597)
At 31 December 2024 47,746 47,746
Net book volue
At 31December 2024 80,608 80,608
At 31 December 2023 60,169 60,69

nvestmenis In

subrchancs Total
Company £000 £000
Cost
At January 2023 124,458 124,458
Subsidianes share-based payments charge 1,548 1548
At 31December 2023 126,006 126,006
Provisions for impairment
At January 2023 48,210 48210
Impairment charge 17,627 17,627
At 31December 2023 65,837 65,837
Net book value
At 31December 2023 60,169 60,169
At 31 December 2022 76,248 76,248

Details of the Cormpany’s subsidianes are set out in note 30

Investrments are reviewed for iImparmaent tngger evants annually This review includes a qualitative assessment of
the business performance of each rvestment and o quantitative assessment of any potential impact on the
carrying value of each investmant arising from the results of the Group’s value 10 use calculations prepared as part
of the Group's goodwill imparment review

The Group's value In use calcutations prepared as part of the Group's goodwill impairment review has identified an
imparment reversal for the Company's investmant in its sub-group headed by Wafer Technology International
umited ond an impairment trigger event for the Company’s investment inits sub-group headed by EPI Holdings
Lmited

A reversal of impairrment has been recogrised for the Cormpany’s Investment in its sub-group, headed by wafer
Technology International Limited The imparment was onginally recogrised following a dectne in forecast future
profitability of the business, a positton that has changed in the current year where improvernent in forecasted future
profitability, assessed by reference to the Group’'s 2024 value In use cash flow forecasts has resulted in o £18,597,000
{2023 £1%,239,000 mparment chc:rge) raversal of Impairment in the Company’s Investment in its Wafer Technology
sub-group

An imparrment tngger event was idsntihied for the Company's mvestrnent in its sub-group, headed by EPI Holdings
Limited, primarily as a result of a forecast dectne In future profitability of the substdiary, IQE (Europe} Limited, inked to
the Group's restructuring activity and the decision to commence the consalidation of its South Wates actviies into
its Newport site The decline In forecast future profitabiity, assessed by reference to the Groups 2024 value In use
cash flow forecasts resulted in an imparment of £506,000 (2023 £2,388,000} of the mvastment in the EPI Holdings
sub-group
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for the year ended 31 December 2024

17.Inventories

2024 2023
Goup £'000 £000
Row matenals and consumables 13228 17,796
work-n-progress and finished goods 6,781 6,781

20,009 24,577

The Directors are of the opinion that the replacernent values of nventones are not matenally different to the carrying
values stated above The carrying values are stated net of impairmant provisions of £1,270,000 (2023 £13638,000
£391,000 (2023 £522,000} of Inventories were witten down during 2024 and an expense recogrised m the income

staternent.

18. Trade and other receivables

2024 2028 2023 2023

Group Company Group Company

Current € 000 £000 000 £000
Trade receivables 19,567 - 1542 -
Other receivables 1420 701 2894 121
Contract assets 14,061 - 16,349 -
Prepayments 2376 935 3556 2,096
37.424 1,636 38,220 2,27

2024 024 2024 2023

Group Company Group Compoary

Non-current €000 £000 £000 000
Amounts owed by Group undertakings - 18,032 - 165,422
- 118,032 - 165,422

Contract assets relate to bespoke rmanufactured customer products where the Group has a guaranteed
contractual nght of paymeant Contract assets are ransferred to recevables at the point that manufactured
products ars dalivered to custorners, eacept for suppher managsd INvantory anange nents whee contruul ussets
cie ransferred to recevables from the eorlier of a specified contractual date following delivery of when the product
15 drawn from inventory by the customer All contract assets from 2023, excluding a balance of £431,000, have besn

transferred to recaivables during 2024
Other recavables include £1146,000 (2023 £1,074,000) of tax recevables

Amounts owed by Group undertakings are unsecured and repoayable on demand but expected to be poid n over 12

months Interest s charged ot arate of 5% per annurm (2023 5% per annum)

The estimated farr values of trade racevables, other receivables, contract assets and amounts owed by Group

undertakings are set out in note 23

19. Assets held forresale

2024 2024 2023 2023

Group Company Group Compxany

Current €000 £000 £000 £000
Property, plant and squipment held for resale 120 - 2274 -
120 - 2,274 -

Assats held for resale at 31 December 2024 relate to certan specific ptant and machinery where the Group has
entered into a commitment to sell the plant and machinery os part of the restructuring of ks US operations

Manufacturning actvity at the Group's Perinsylvanio site ceased 1n 2023 with a committed management plan to sell
the site and associated freehold property following completion of afl site decommuissioning activiies The freehold
property was held as an asset held for resale m 2023 and was sold in 2024 for net proceeds of £4,062,000
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20. Trade and other payables

2024 024 2023 2003

Group Company Sioup Company

Curront £ 000 £000 £000 £000
Trade payables 8,659 8562 15,243 1306
Amounts owed by Group undertakings - 28,507 - 24068
Other toxation ond social securnity 500 1310 377 70
Other payables 9249 6667 ma3z 3)95
Accruals and deferred income 15825 2991 15,750 8554
Deferred consideration 72 - G5 -
34,405 40,037 42,572 37,193

Accruals and deferred iIncome include contract labiliies of £2,088,000 (2023 £618,000) Contract habilibes relate to
advance payments received from customers for services/products expected to be deliverad in the next 12 months.
All contract habdiues from 2023 have been recognised as revenue dunng 2024

Amounts owed to group undertakings are unsecured and repayable on demand interest s charged at a rate of 5%
per annum (2023 5% per annum)

2024 024 2023 2023

Group Company Gloup cCompxry

Non-Curmrent £ 000 £000 000 000
Deferrad consideration 2035 - 2208 -
2,035 - 2,208 -

Deferred consideration of £2,207,.000 (2023 E2,273,000) Is payable to Cardiff University in relation to the acquisition of
CSC minstalments over a period up to 1 January 2029

21. Borrowings

w24 2024 2073 2023
Group Company Gioup Coimpany
£ 000 £000 000 £000
Non-current borrowings
Bank borrowings 23460 23460 3692 3692
Lecse iabilities 44872 - 40435 -
68,332 23,460 44,127 3,692
Current berrowings
Bank borrowings - - 4153 857
Lease llabiities 5658 - 5865 -
5658 - 10,018 857
Total borrowings 73,990 23,460 54,145 4,549
2024 2024 2023 2m3
Group Company Group Comparny
Bank Borrowings £ 000 € 000 £000 000
Bank borrowings fall due for repayment as follows
Within one year - - 4153 857
Between one and five years 23460 23460 3692 3892
23,460 23,460 7,845 4,549

On 17 May 2023, the Company refinanced its £28,000,000 ($35,000,000) mult-currency revolving credit faciity,
provided by HSBC Bank plc The refinancing has been treated as a debt modification The facility is secured on the
assets of IQE ple and ts subsidiary companes with a comrritted tarm to 1 May 2026 Intergst on the faciity 1s
payable at a rargin of between 250 and 350% per annum over SONIA on any drawn baolances and the facility was
subject to guasterly leverage and Interest cover covenant tests up until 10 March 2025 when the Group negobated a
Deed of Amendment and Restatement to the faciity which replaced the leverage and interest cover financial
covenants with mimimum adjusted EBITDA and minimum lguidity covenants

The Group obtamed o formal wawver pre-yaar end of its 31 Decamber 2024 covenant tests from HSBC Bank pic The
Group has complied with all the financiol covenants of its borrowing faciiies dunng 2024 and 2023

IQE Annual Report and Accounts 2024 153

Fingncial Statomonts
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for the year ended 31 December 2024

21 Borrowings continued

2024 2023
Loasa liabitities £000 £000
Lease habilihes fall due for repayment as follows
Within one year 5,658 5865
Between one and five years 32054 36,007
After five years 12,818 4428

50,530 46,300

Lecso labiios aro offactivaly socurod as the nghts to tho loased assots recognioed in tho financial statements
revert to the lessor in the event of default. Lease labiitses principally relate to property

22. Provisions for other liabilities and charges

Onerous Waranty 2024 Onerous  Wangnly 2023
Restructuring  Contract  Provislon  Dilgpldation Totd  Restructuing  Controct  Provislon Othor 1otal
Group £ 000 €000 E 000 E 000 £000 000 000 £000 000 £000
Asat1January 1,650 866 1153 - 3669 1252 1332 898 150 35632
Charged to the
tncome statement 51 - 223 245 519 1132 - 467 - 1598
Utilsed dunng the year (1675} (394) (830) - (2899) (735) (413} (64) (150) (i.462)
Foreign exchange - 8 2 6 6 1 (53} (48) - (100}
As at 31 December 26 480 S48 251 1,305 1,650 866 1,153 - 3,669
oncrous Warranty 2024 Oneious  wamanty 2023
Rostructuring  Controct Provision Dilapidation Toml Restuctumg  Conuact  Prowsion Other Total
Group £ 000 £000 E'000 £000 £000 £000 £000 000 £000 £000
Current 26 200 548 - 774 1,650 185 1153 - 29988
Nan-current - 280 - 251 531 - 67 - - 671
Total 26 480 548 251 1,305 1,650 866 1153 - 3,669

The restructunng prowsion retates to costs relating to the announced closure of the Group's manufacturing facility In
Pennsylvaniq, USA and the Group’s manufactunng facility in Sngapore

+ The restructuring provision of £26,000 (2023 £1608,000) associated with the closure of the Group’s manufacturing
{acility in the USA relates to site closure costs that are expected to be utiised over a penod up to 31 March 2025

» The restructuring provision of £nil (2023 £42,000) associated with the closure of the Group s manufactunng facility
N SIngapore rslates Lo site closure costs

The onerous contract provision represents the cost of minimum guaranteed future royalty payments associated
with cREC™ technology acquired from Transiucent Inc that 1s ne longer being commercialised The onerous contract
provision 15 oxpected to be utiisod ovor a poriod up to 28 Mebruary 2027

The warranty provision relates to the costs of expected returns under warranty that are expected to be utiised over
a penod up to 30 June 2025

The dilapidation provision relates to the estimated costs to fulfil property lease obligations upon expiry of the
relevant property lease contract
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Oncrous Qnarous
contract 2024 Contiar Oihor 2023
Company € 000 €000 000 £000 £000
Asat1January 866 866 1332 150 1482
Charged to the income statemant - - - - -
Utihsed duning the year (394) {394) (a13) (i50) (563}
Foreign exchange 8 8 (53) - {53)
As at 31 December 480 480 866 - 866
2024 2023
Cormpany £ 000 £000
Current 200 195
Non-current 280 671
As at 31 December 480 866

The onerous contract prowvision represents the cost of minimum guaranteed future royalty payments associated
with the cREO™ technelogy acquired from Translucent inc The onerous contract provision 1s expected to be utilised
over a pernod up to 28 February 2027

23 Financial Instruments

Financ:al mstruments by category

Trade and other recevables (excluding prepayments) and cash and cash equivalents are clossified as financial
assets at amortised cost. Borrowings and trade and other poyables are classified as financiol habihities ot amortised
cost Both categones are nitiatly measured at fair value and subsequently held at amortised cost Financial
Instruments are classified as level 2 per the farr value hisrarchy

Dernvatives (forward exchange contracts) are classified as denvatives used for hedging and accounted for ot farr
value through profit and ioss In the consolidated statement of comprehensive iIncome.

Financial risk and treasury policies

The Gioup's finance team maintains iquidity, manages relations with the Group s bankers, iIdentfies and manages
foreign exchange risk and provides a treasury service to the Group's businesses. Treasury dealings such as
nvestments, borrowings and foreign exchange are conducted only to support undertying business tronsactions The
Group has clearly defined policies for the management of foreign exchange rate nsk The Group finance team does
not undertake speculative foreign exchange dealings for which there 1s no underlying exposure Exposures resulting
frorn sales and purchases in foreign currency are matched where possible and the net exposure may be hedged
by the use of forward exchange contracts.

Credit risk

Credit risk 1s the risk of financial toss to the Group If a custormer or counterparty to o financial nstrurment fails to meet
its contractual obligations ond anses principally from the Group's recevables and contract assets due from
customaers, and monies on deposit with financial Institutions.

Customer credit nisk 1s managed at the Group and site leve) with credit nisk assessments completed for all
customers If no independant credit roung 1s avalable, the credit qualty of the customer 1s assessed by reference to
the custormers’ financial position, past experience and other relevant factors Individual credit imits are set based on
Internal or external ratings in accordance with the Group’s credit nsk policies Whare the Group assasses ¢ potenbal
cradit risk, this 1s deait with either by up~front payment prior to the shipment of goods or by other credit nsk
mitigation measures.

Counterparty risk associated with monies on deposit with financial institutions is managed at the Group tavel In
accerdance with the Group's treasury policies The credit quaolity of banks has been assessed by reference to
external credit ratings, based on reputabld’tredit agencies’ long-term tssuer ratings.

Trade receivables and contract assets

The credit qualty of trade recevables and contract assets that are not mparred have been assessed based on
historica information about the counterparty default rate
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23 Financial Instruments continued

Cash atbank

The credit quakty of cash has been assessed by reference to external credit ratings based on reputable credit
agencies’ long-term 1ssuer ratings The Group has cash ot bank balances totaling £4,660,000 (2023 £5,617,000) all
held with banks with Al credit ratings

The maximum exposure to credit nsk at the reporting date 1s the carrying value of ecch class of financiol asset as
sat out below In terms of rade recewvables, the terms of sale provide that the Group has recourse to the products
sold In the event of non-paymsnt by a customer

2024 2024 223 2023
Group Company Group Company
Assets as pot balanceshoot £000 E'000 000 £000
Carrying amount '
Cash and cash equivalents 4660 306 58617 -
Trade recevabies 19,567 - 15,421 -
Amounts owed by Group undertakings - ngoeaz - 165,422
Other receivaibles excluding prepayments N 15481 701 19243 121

39,708 119,039 40,281 165,543

Included in other recevables ara contract assets of £14,061,000 (2023 £16,386,000)

The Group Is sxpused U uedit concenbiotion nsk with its two (2023 wo) lutgest cuslunmners which represent 32%
(2023 32%) of outstanding trade recevables and contract asset balances Customer credit risk 18 managed
according to stict credit control policies The majonty of the Group s revenues are denved from large multinational
organisations that are ostablishod customors of tho Group with na prior history of dofault. Events of dofault havo
bueor imited und whennnouned poneipally relole to smaller ndependent custorners Tha Group monilurs custoner
crodit ratings and has oxporionood low levels of defaults in the past

Gross Provision Not CHOSS Provsion Net

2024 2024 2024 223 2023 2024

Group £000 € 000 £000 £o00 £000 £000

Not past due 16,217 - 16,217 11,319 - 318

Past due 0-30 3220 - 3,220 3202 - 3202

Past due more than 30 225 {95) 130 2065 (800) 1,265

19,662 (95) 19,567 16,586 (s00) 15,786

2024 2023

Allowanca tor bad and doutytul dabt £ 000 £000

At1January 800 273
(Credited}/charged to the Income staternent - 3 (1808)

Utilsed during the year (709) -
Foreign exchange ] {(105)

Asat 31 December a5 800

As ul 3t Deeennber 2024, 82% (2023 68%) uf bude recevabliles weie within terms Of Uie ol Lude iecevables, 93%
(2023 61%) were less than 30 doys post due An allowance has been made for estmated rrecoverable amounts
from the sale of goods of £95,000 8023 £800,000) This aliowance has been determined on an expected credit foss
basis by reference to past default experience

Tho carrying valuos of trado and cther rocovables also roprosont thor ostimated faw valuos Trado rocavables and
contract assets are primanly denominated in US dollars, as are trade payables imiing the exposure of the Group to
movements in foreign exchange rates Basad on the bolances held at 31 December 2024, a one cent movemeant In
the US dollar to Sterling rate would Impact the net value of these instruments by £193,000 (2023 £15,000)
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Liquidity risk

Liguichty nisk 1s the nisk thot the Group will not be able to meet 1ts financiol obligations as they fall dus The Group
manages Its funding to ensure, as far as possible, that it will always have sufficient iquidity to meet its habilities when
due, under both normal and stressed conditions, without incurmng unacceptable losses or nsking damage o the

Group's reputation

The Group uses cash flow forecasts to moritor cash requirements and to optimise its borrowing position The Group
ensures that it has suficient borrowing facilities to meet foresesable operational expenses At the year end the
Group had availlable undrawn facilities of £4,400,000 (2023 £28,363000)

The following table ilustrates the contractual matunties of financiol kabilties, Ncluding Nterest payments where
applicable, and excluding the impact of netting agreements on an undiscounted bosis.

Group Group Group
Contractual cash low maturities - canying Contractuadl Leus than Group Group Group
Othor financid) liabilities ot amortised cost amoumt Cash fiows 12 months 1-2Yoars 2-5 Yoars S+ Years
31 Docembeor 2024 £000 £ 000 £ 000 E 000 £ 000 £ 000
Trade and other payables 19,943 20460 18,086 505 1869 -
Accruagls 13,737 13,737 13,737 - - -
Bank borrowings 23,480 23600 - 23,600 - -
Leasea lablites 50,530 67,452 7,550 6538 32147 21217
107,670 125,249 39,373 30,643 34,016 21,217

Group Gioup Group
Controctual cash fiow ratulties -~ Cuarrying Conyacheal tess than Group Gioup Gioup
Other tnancial labikites at amaornised cost amaount Cosiv flows 12 montis 1-2 Years 2-5veqrn o Years
31 Decembar 2023 £000 000 £000 £000 000 £000
Trade and other payables 28653 28,264 26570 350 1813 561
Accruals 15,750 15,750 15,750 - - -
Bank borrowings 7,845 824 4277 - 3,837 -
Lease lobiities 46,300 50,882 615 5998 34728 4,041
98,548 104,140 52,712 6,348 40,478 4,602

Company Company Company
Contractud cesh Now maturitios — Carrying Contractual Less than Company Company Company
Otherfinancidllabilities ot amortised cost amount Coash Nows 12months 1-2 Yoars 2-5 Yodrs 5¢ Years
31 Becember Wia E 000 £000 £000 £ 000 £ 000 €000
Trade and other payables 7229 7,229 7,229 - - -
Arnounts owed to Group undertokings 28,507 28507 28,507 - - -
Bank borrowings 23,460 23600 - 23600 - -
Accruals 2,99] 2,991 299) - - -
62,187 62,327 38,727 23,600 - -

Company Company company
Conpaciual oash low mcGTulkis = Carrying contiaciual 0SS than company Company Comparny
Othet inancial labiies ¢l amorised cosk amount Cash liows 12 moniths t =2 Yeors 2-5 Years 54 Year
3) Decomber 2023 £000 000 £000 £000 £000 £000
Trade and other payables 4501 4501 4501 - - -
armounts owad to Group undertakings 24068 24,068 24,068 - - -
Bank borrowings 3,692 3937 - 3937 - -
Accruals 8,554 8554 8554 - - -
40,815 41,060 37,23 3,937 - -
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23 Financial Instruments continued
Financial risk management

Market nsk - Foreign Exchange Risk

The Group operates internationally with operations in the United Kingdom, Urited States of America and Tawan, and
15 exposed to foreign exchange nisk ansing from various currency exposuras, primanly relating to fluctuations n
gxchange rates batween UK stering, US dollars and Tawanese dollars The Group's presentatonal currency s
sterling and forengn exchange risk anses from a combination of future commercial transactions, recognised assets
and alitios denominated in a curency that s not tho functenal currency of tho ralovant group ontity and not
investrments In the Group s foraign operations

The majority of the Group s sales are denominated in US doliars and therefore the Group s cash flows are affected
by fluotuations In tho rato of exchange botwoen US dollar and UK Storling and Tawanoso dollar oxchango ratos
gvan that the Group 15 required to fund certain costs at its operations in the United Kingdom and Tawan in local
currencies Foreign exchangs risk of this nature 1Is managed using a combination of the natural currency hedge
within the Group s operating model given that a significant proportion of the Group s costs, including the purchase
of certan key ruw 1natenals, e dencrmnuted in US dollurs, und via U use uf denvative foresgit currency forwurd
exchange contracts

Denvative foreign currancy forward eschange controcts ars only used for economic hedging purposes and not os
speculative investmants Dernvabive foreign currency forward exchange contracts that do not meet the hedge
accounting critena are classified os *held for troding for accounting purpeses and are accounted for at far value
twough prohitur loss. These dervatlve nsbiurnignts are prasented us cuiment ussels or lubilitles L the extant gy
are expected Lo by selited withir 12 imonths ufler the end of theieporng penod As ul 31 Decermber 2024, Lthe fun
valug of foroign curroncy forward oxchange contracts hold for trading was Cnil (2023 £ni) Tho foroign curroncy
forward oxchango contracts are classified as Leve! 2 financial nstrumonts Tho farr valug of Lovel 2 financial
nstrurmsnts hus beei delenimmned using obseivable roorket dutu Lused on quoled maikel prces o ket guoles
fon simlen wsbarmgnts B all signdic ant mputs regpereck o fon value the mstrument are obsenvotle, e nstiument s
included in tevel 2. The Group's accounting policy for its cash flow hedges I1s set out In note 218

The Group has certan nvestments in foreign operabions in North Amenca and Tawan, whose net assets ame
exposed to foraign currency translation risk Translation exposures that anse on convearting the results of overseas
subsicharnes are not hedged fully As a guide  the sensiivity of the Group s results to rnovements in foreign currency
exchange rates, a one cent movement in the US dollar to Sterting rate would impact annual earnings by
approximatsly £69,000 (2023 £16L000)

Cash flow and fair value interest rate risk

The Board 1s aware of the risks associated with changes in interest rates and does not speculate on future changes
In interast rates Histoncally, the Group has not undertaken any hedging actwity in this areq, although the Board
keeps this under regulor review

The Group's interest rate nisk ansas from its cash and cash equivalents and frorm its bank borrowings Cash ond cash
equivalents, Including foreign currency cash deposits, earn interest at prevailing vanable market rates of interest

The Group's bank borrowings consist of a vanable rate mulb-currency revolving credit facility secured against the
assets of the Group

The varable rate US dollar 535,000,000 {£28,000,000) multi-currency revolving credit faciity, which 1s £23,600,000
(229,500,000 (2023 3937000 {$5,047 0NMY) nihksed At 3t Dacemher 20724, has a caomitted term to 1 Moy 2026
Interest on the facility 1s payable at a margin of between 2 50 and 3 50% per annum over SONIA

The Group's policy 1s to regulorly review its exposure to interest rate risk, and in particular the mix between fixed and
floating rate financial assets and financial labilities The percentage of financial assets and financial labihties
bearing variable rate interest was 0% {2023 0%) and 53% {2023 21%} respectively

As 0 guide to the sensitivity of the Group's results to movements in interest rates, a S0-basis point (05%) movernent
in interest rules on the nlerest-beuring inanclol assels held at 31 Decenbe 2024, would irmmpact annual nitergsl
income by approximately £mil (2023 £nil) A 50-basis point (05%) movermnent N nterest rates on the Inlerest-beanng
labiities held gt 31 December 2024 would Impaoct annual interest costs by approximately £117.000 (2023 £39,000)
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Capital risk management

The Group's main objectives when managing capital are to safeguard the Group's ability to continue as a going
concern in order to provide returns for sharsholders and benelits for other stakeholders and to maintain an optimal

caprtal structure to reduce the cost of capital

The Group sets the amount of capital In proporbien to nsk The Group manages the capital structure and adjusts itin
the light of changas in economic conditions and the charactenstic of the underlying assets. The Group monitors
capital by reviewing net debt agamnst shareholders funds The posiion of these indicators and the movement

dunng the year s shown in the Five-Year Financial Summary

The Group defines total capital as equity In the consolidated balance sheet plus net debt or less net funds. Total
capital ot 31 December 2024 was £203,440,000 (2023 £218,313,000) The Group monitors capital on the basis of a
gearing ratio The gearing ratio is calculated as net debt divided by total capital and at 31 December 2024 was 341%

(2023 22 2%)

The Group obtained formal waver pre-year end from HSBC Bank plc of its 31 December 2024 covenant tests All
covenants in relation to the Group's borrowing facilities have been complied with dunng the year

Fair values
Fair values of financial assets and llabilities, togsther with the carrying amounts shown in the balance sheet, are as
follows
2024 2024 2073 2023
carrying Falr Carrying Fam
amgunt value amound valua
Sroup £ 000 £000 £000 £000
Cash and cash equivalents 4660 4,660 5617 5617
Trade recevables 19567 19,567 15,421 15,421
Other recevables 1420 1420 2894 2894
Contract assets 14,061 14,061 15,349 16349
Trade and other payables {19943} (19,943) {28,653) (28.653)
Bank borrowings (23.460)  (23.460) (7.845) {7845)
{3.695) (3,695) 3,783 3,783
2024 2024 2023 2023
carrying Fair Catying Fall
amount value amouni vakg
Company £ 000 £ 000 000 £000
Cash and cash equivalents 306 306 - -
Amounts owed by Group undertakings 18,032 18,032 165,422 165,422
Other recenvables 701 701 121 121
Amounts owed to Group undenakings (28507)  (28507)  (24088)  (24,068)
Trade and other payables (7.229) (7,229) {501 (4501
83,303 83,303 136,974 136,974
IQE Annual Report and Accounts 2024 159

Financial Statements



Notes to the financial statements continued
for the year ended 31 Decermnber 2024

23. Financial Instruments continued

Basis for determining fair value

The following summarnses the significant methods and assumptions used 0 estimating the far values of financicl
instruments reflected in the pnor table

Cash and cash equivalents

Cosh and cash equivalents earn interest at prevailing vanable market rates of interest such that the carrying value
of cash and cash equivalents 1s deemed to reflect far value

Trade receivables, other receivables and contract assets

Tiudy ieceivublas, other 1eceivables und Lontioct ussels are shiort-Llerm assels with u remueing e of less than one
vear such that the amortised cost carrying value of the assets 1s deemed to reflect far value

v

Amounts owed by Group undertakings

Armounts owed by group undertakings are long-term assets with a remaming hfe of greater than one year with
outstanding balances accruing interest ot a rate of 5% per annum such that the amortised cost carrying volue of
the assets I1s deaemed to reflect far value

Trade and other payables

Trade and other payablas are short-term labilities with a remairing hfe of less than one yeor such that the
amorbsed cost carrying value of the habiities 1s desmed to reflsct far value

Bank borrowings

The carrying vaiue of bank borrowings 1s desmed to reflect farr valus as interest payable on bank borrowings 1s
charged ot a vanable rate ossessed as close to current market rates

Derivative financial instruments

The farr value of dervative forergn currency forward exchonge contracts was determined using observable market
data based on quoted market prices or market quotes for sirmilar Instruments
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24, Share capital
2004 2023
Nurmbor 2024 Humber 2073
Group and Company of shares £ 000 ot shares £000
Allotted, called up and fully paid
Ordinary shares of 1p each 867251117 8,672 961518692 9,615

The movement N the number of ordinary shares during the year was

2024 2023

Number Humber

At 1 January 961518692  804,841865
Employee share schernes 5,732,425 1183,997
Placing - 150,000,000
Retail offer - 5492730
At 31December 967,251,117 961,518,692

5,732,425 ordinary shares {2023 156,676,727 ordinary shares) were ssued during the year as follows

2024 2023
Number 024 Humbes 2023
of shares Conslderaton ol shares Consikiation
Employes share schemes 5,732,425 10p-230p 1,183,987 10p-230p
Piacing - - 150,000,000 200p
Retail offer - - 5,492,730 200p
5,732,425 156,676,727

The shor;a premium arising from congideration recened from employes share scheme exercises was £128,000 (2023
£129,000

On 17 May 2023, IQE ple raised funds by way of a Placing and a Retail Offer to all exising shareholders In each case
these were offered at an 1ssue price of 20 pence per share (the ‘ssue Price ) The Placing utiised o cashbox structure
and therefore the premium on the ordinary shares and associated costs, in accordance with Section 612 of the
Companies Act 2006, were inttiolly recognised within the merger reserve (incorporated within Other reserves’} The
investment In the newly incofporated subsidiary utilised within the cashbox structure was dissolved in the prior
period and the merger reserve was subsequently transferred into retained earnings as it was determined to be
distributabie in accordance with the Comparnies Act 2006 The Placing and Retail Offer raised net funds of
£29,708,000 from the 1ssue of 155,492,730 ordinary shares

25. Share-based payments

The total amount charged o the ncome statement i 2024 i respect of share-based payments was £3174,000
(2023 £2,565000)

Long-term incentive plan

The IQE Plc Share Option Scheme was adopted on 26 May 2000 and amended by shareholders at the Annual
General Megting on I7 May 2002 Under the schems, the Remuneration Comimittes can grant long-term incentive
owards over shares in the Company to Directors and employees of the Group

Long-term incentive share awards are granted with contractual bves of between thres and ten years with o fixed
exercise price of one penny, equat to the nominal value of the ordinary share
Directors

tong-term incentive awards become exercisable between three and ten years from the date of grant subject to
continued employment and achievement of performance conditions relating to growth in sarmings per share ancd
total shareholder return targets over a three~year vesting period that cannot be extended The Group has no legat
or constructive obligation to repurchase or settle the options in cash

Detenls of the Directors long-term mcentive plan are set out in the Remuneration Report,
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Notes to the financial statements continued
for the year ended 31 December 2024

25. Share-based payments continued
Employees

Long-term mcentive awards bacome axercisable betwesn one and ten years from the date of grant, subject to
continued employment

Tho Group has no logal or constructivo obligation to ropurchaso or sottle tho options in cash

Long-term incentive awards are valued using either the Black-Scholes option-pricing model or the Monte Carlo
simulation modal with the total farr value of the award that s to be expensed charged to the income statement over
the vesting penod of the long-term mcentive award

Share option scheme

The IQE Plc Share Option Scheme was adopted on 26 May 2000 and amended by shareholders at the Annual
Genaral Marting nn 17 May 2002 tinder the seheme, the Remunaraitnn Comrittee con grant options over shares in
the Company to employees of the Group

Opbons are granted with o contraockuct Ife of ten yeors and with & fixed exercise prce equal to ether the rnarket
valuo of tho shares undor option at tho dato of grant or Ip Options bacomo oioroisablo botwoen one and ton yoars
from the date of grant, subject to continued employmaeant and for awards prior to 2022 the achievernent of
performance conditions, Including growth m adjusted EBITDA and earnings per share aganst vanious targets The
Croup has no legal or constructive obiigation o ropurchaso or sottio tho opbions in cash

Share options are valued using the Black-Scholes option-pricing model with the total far value of the award that 1s
Lo b expunised Lhurgsd o Uhg inconie slatement over e vesting penod of the shure oplion

The poncipal assumpbons used in the calculaton of the far value of long-term incentive awards and share oplon
awards are as follows

princpetossumptions i me _____wm
Weighted average share price ot gront date 2734 3185
Weighted average exercise pnce 176 233
weighted average vesting period (years) 2 2
Option iife (years) 10 10
Weighted average expected life (years) 2 2
Werghted average expected volatiity factor 66 68
Weighted average risk-free rate 38% 32%
Dividend yield 0% 0%

The expected volatiity factor 1s based on histoncal share price volatiity over the three years immediately preceding
the grant of the option The expected Ife 1s the average expacted period to exercise The nsk-free rate of return s the
yield of zero-coupon UK government bonds of a term consistent with the assumed optton Iife

Non-rnarket performance condiions are iIncorporated into the calculabion of far valus by estimating the proportion
of sharo options that will vost and be oxercised based on o combination of histoncal tronds and futuro oxpected
uuding perfuirunce Thysse are reassessed ul Lhe end of guch penud (u Buch ranche of unvested oplois.

The far vailua of long-term ncentive awards and share options gronted duning the year ended 31 Decernber 2024
was £3,280,000 (2023 £3,821000)

The weighted average farr value of long-term incentive awards granted durning the year ended 31 December 2024
was233p (2023 171p

The waighted average contractual ife of outstanding share options ot the year end was 6 {2023 6) years
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The movements on long-term incentive awards and share options dunng the year were as follows

w024 023

2024 Averoge 2024 Average

Number , oxarciseprice Humbet £X21ase pice

of options {pance)} ol opons pence)

At January 38,669316 233 28,970,530 44Ip
Granted 19,377,226 100 22,427,892 100p
Exercised (5697,425) 377 (1183,997) n88p
Cancelled/lapsed {2,762832) 174 {n544,609) 397p
At 31 December 30,586,785 176 38,669,816 2.33p

The weighted average share price at the date share options were exercised was 30 0p (2023 310p)

Ac gt 31 Docombor 2024, tho total numbor of long-torm incentive awards and sharo opttons hold by employees was

30,586,785 (2023 38669,816) as follows

2024 2023

Number of Numbos ol

Option price pencefshare Option period ending options opuons
100p - 2383p 31 December 2024 - 2247373
1842p - 2517p 31 Decemnber 2025 2153699 2,798,180
100p - 3792p 31 Decermnber 2026 3601679 7493226
100p - 16950p 31 Dscember 2027 365712 300,000
100p - 14330p 31 December 2028 25,000 45000
100p - 12500p 31 December 2029 ’ 2,500 2500
100p 31 December 2030 - -
100p 3i December 2031 - 2487464
100p 31 December 2032 3867625 8,984,712
100p 31 December 2033 911,765 14,311,361
100p 3l December 2034 8107405 -
At 31 December 30,586,785 38,669,816

26. Parent company profit and loss

As permitted by Section 408 of the Companies Act 2006, the iIncome statement of the parent company 1s not
presented as part of these financial statemaents The parent company’s loss for the financial year amounted to

£50,892,000 (2023 £11,762,000 loss)
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Notes to the financial statements continued
for the year ended 31 December 2024

27.Cash generated from operations

2024 2023
Group £000 £000
Loss before tax (36,905} (28.8n)
Finance costs 3947 3032
Depreciation of property, pfant and equiprment 16,5562 13186
Depreciation of nght-of-use assets 3,791 3780
Amortisation of Intangible assets 6,380 7,688
Imparment of ntangible assets 3772 -
Impairment of property, plont and equipment 4615 -
Impairment of nght-of-use assets Kl -
Gain on remeasurernent of nght-of-use assets (202} -
Inventory write downs (note 17) 391 522
Non-cash movement on trade receivable expected credit losses (note 23) 3 (,808)
Non-cash provision movements 288 1599
Gain on deamed disposal of Vv - {2.419)
Profit on disposal of fixed assets (797) (152)
Share-bosed poyments o 3174 2565
Cash milow/({outflow) Irom operations before changes In working capital 8,050 (s08)
Decrease in inventories 3677 7503
(Increase) fdecrease n trade and other receavables {608) 6,601
Decrease In rode and other payables {3938) (1,760)
Decrease In provisions (2899) {(1462)
Cash inflow from operotions 1,282 10,074
2074 2023
Company £000 2000
Loss befors tax (50892) (1,764)
Finance income (7976) (6549)
Finance costs 2,026 1222
Foreign exchange 427 (813)
Depraciation of property, plant ond equipment n 24
Amorusation of Intangible assets 446 418
Imparment of intangible assets 59 -
Impairment of investments 506 17627
Reversal of impairment in mvestments (18,597} -
WNur-cashovenient un trade iesceivable expected credit tusses 84,476 {6814)
Share-based payments 832 963

Cash outflow from operations before changes in working capital

(8682)  (5788)

increase in trade and other recevables {9,300} (19,99}
Increase in trade and other payables 1527 7,532
Cash outflow from operations (16,455)  (17.453)
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28. Reconciliation of net cash flow to movement in net debt

2024 2023
£ 000 £000
Decrease In cosh in the year (910} {5,409)
Increase in borrowings (19.493) (9,932)
Repayment of borrowings 4,048 28363
Repayment of leases 3470 4,787
Net movement resulting from cash flows (12,8as5) 17,809
Net debt at 1 January (a8,528) (56,498)
Net movement resulting from cash flows {12.885) 17,809
Net rmovernent on fair vaiue of dernvatve instruments - 381
Other non-cash movements (7.917) {220)
Net debt ot 31 December (69,330) (48,528}
Other non-cash movements include £7,295,000 of lease modifications (2023 £860,000 lease additions) and the
Impact of foreign exchange of £622,000 (2023 £639,000)
29. Analysis of net debt
AN Other a3
Januory Cash non-cesh Decambar
2023 liow movernents 2024
£°000 £000 000 £000
Bank borrowings due after one year {3692) {19,493) (275) {23,460)
Bank borrowings due within one year {4153) 4,048 105 -
Lease labiities due ofter one year {40,435) - {4.437) (44872}
Lease llabihties due within one year (5865) 3470 {(3.263) (5,658}
Tota! borrowings {54)45) (9759} (7870} (73990)
Cash and cash equivalents 5,617 {o10) (47) 4660
Net debt (48,528) {12,885) (7.917)  (89.330)

Cash and cash equivalents at 31 December 2024 and 31 Decernber 2023 cormprnsed balances held 0 instant access
bank cccounts and other short-term deposits with a matunty of less than 3 months

Other non-cash movements include £7,295,000 of lease modifications (2023 £860,000 lsase addiions) and the

iImpact of foreign exchange of £622,000 (2023 £638,000)
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Notes to the financial statements continued
for the year ended 31 December 2024

30. Ssubsidiary undertakings

Proportion of

Country of

Namo of company Class of capitea shares held Activity incorporation  Rogistered Office
IQE (Europe) Limited  Ordinary shares 100%* Manufacture of UK Pascal Close, St
of £1 advanced mellons, Cardiff
semiconductor CF3 0LW, UK
matenals
IQE Inc Common stock 100%* Manufacture of USA N8 Technology
of $0001 advanced Dave, Bathlehem,
semiconductor PA 18015, USA
matenals o
INEXC UC Lirruted Lability 100%* Manufacture of USA 200 John Hancock
company advanced Road, Taunton, MA
semicenductor 02780, UsA
___________ matenals
IQE Tawan ROC Ordinary shares 100% Manufacture of Tamwan No 2-1, Li-Hsin
of NTSI0 advanced Road
sermiconductor Hsinchu Science
materiols Park
Hsinchu 300,
Tamwan
IQE RF LLC Limited labilty 100%* Manufacture of usAa 265 Davidson
company advanced Avenue Somaerset,
semiconductor NJ 08873, USA
matarials o
IQE Silicon Ordinary shares 100% Manufacture of sircon UK PascatClose, St
Compounds limited of £1 epitaxy Mellons, Cardhiff
CF3 0LwW, UK
MEE Technology Pte  Preferred sharas Manufacture of Singapore 30 Tompines
Ltd of 58l 100% advanced industrial Avenue 3
Ordnary shares semiconductor Singopore 528775
of 581 matenals
CSDC Prvate Common stock 100%* Research, development  Singapore 30 Tampines
Limited of $1 par value and manufacture of industrial Avenue 3
semiconductor Singapore 528775
matenals
waler Technology Ordinary shares 100%* Manufacture of UK Pascal Close, St
urrited of £ sermiconductor Mellons, Cardiff
compounds and ultra- CF3 0w, UK
high punty matenals
NanoGaN Limited Ordinary shaves 100% Devslopment of UK Pascal Close, S5t
of £0001 odvanced Meltons, Cardiff
semiconductor CF3 0Lw, UK
materncls
Galaxy Compound  Common stock 100%* Manufacture of USA 9922 E
Semiconductorsinc  of $G06 par samiconductor Montgomery
value compounds and ultra- Avenue, #7,
high punty matenals Spokaneg, WA
952086, USA
EPI Holdings Limited  Qrdinary shares 100% Dormant holding UK Pascal Close, St
. of £l company Mellons, Cardiff
CF3 0LW, UK
KTC Wireless LLC Lurmited habidity 100% Dormant holding usa 118 Technology
company company Drive, Bethlshem,
PA 18015, USA
IQE USA Inc Lirmited habdity 100% Dorrmant holding USA 119 Technology
company company Drive, Bethlehem,
T _ PA 18015, USA
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30. subsidiary undertakings continued

IQE Solar LLC Lirnited habity 100%* Dormant company Usa W18 Technology
company Drive, Bethlghem,
PA 18015, USA
IQE Properties tnc Lirmted hability 100%* Property holding usa 18 Technology
company company Drive, Bethleham,
PA 18015, USA
Wafer Technotogy ~ Ordinary shares 100% Holding company UK Pascal Close, St
International Limited  of £1 Mellons, Cardift
CF30LW, UK
Compound Preferred A and 100%* Research, development LUK Pascal Close, 5t
Semiconductor B shares of £1 and monufacture of Mellons, Cardhff
Centre Limited Crdinary shares semiconcuctor CF3 0LW, UK
of £l materials

Indirgct holdings

The proportion of voting rights of subsidianes held by the Group 1s the same as the proportion of shares held All UK
subsidianes are exermpt from the requirements to file audited financial staternents by wirtue of Section 4734A of the
Companies Act 2006 In adopting the exemption, IQE plc has provided a statutory guarantee to these subsidiaries in
accordance with Saection 478C of the Companies Act 2006
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Notes to the financial statements continued
for the year ended 31 December 2024

31. Related party transactions
Company
Transactions with Group Companies

Trado Trade Loan Loan
Income Expense Rocelvable Payablo Rocolvable Payabic
2024 £'000 £ 000 £'000 £ 000 £'000 £ 000
IQE (Europe) Lrnited 827 (158) 310 - 318 -
IQE Sthicon Compounds lmited 7862 - 480 - 2058 -
NanoGaN Limited - - - - - {(1750)
wafer Technology Internaticnal Lrmited - - - - - -
wafer Technology Limited 178 (1) 141 {(3) - {4)63)
IQE USA InC - - - - 9,932 -
IQE Inc 741 (78) 489 (8) 130429 -
IQE KC LLC 4573 )] 597 - - (17223}
IQE RF LLC - - - - 562 -
KTC Wireless LLC - - - - - {20262)
Galaxy Compound Sermiconductors Inc 90 - 54 - - (10,232)
IQE Tamwan ROC 21 - - - - -
Compound Semiconductor
Centre Limnited 108 - 120 - - (2322)

As at 31 December 2023, IQE plc had a fully impaired loan receivable of £7,794,000 due from MBE Technology Ple
umited and £7,714,000 due from CSDC Private Limited During 2024, the Compony entered Deeds of Termination with
MBE Technology Pte Ltd anct CSDC Private Limited and inevocably waived the lcons

IQE plc hos recognised an expected credit loss within the year of £64,476,000 (2023 reversal £6,814,000) in respect of
loan receivables from Group companies. As at the year end, IQE plc has recognised o total expected cradit loss of
£78,270,000 {2023 £13,794,000)

Trade Tioda {oon Loan

ncome Epense Recehuble Poyabla Recaivabi Fayabkx
2023 £000 000 £000 FO00 000 £000
IQE (Europe} Lmited 842 (145) 598 {194) 7036 -
IQE Silicon Compounds Lrmited 1548 - 4,429 {102) 41,206 -
NonoGaN Limited - - - - - (1,750)
Wafer Technology
International Lirmited - - - - - -
wafer Technology Limited 244 (20) 190 - - (2874)
IQE USA INC - - - - 9447 -
IQE Inc 874 {12) 620 {45) 108,471 -
IQE KC LLC 4084 (3) 4546 (1} - (10,055)
IQE RF LLC - - - - 64 -
KTC Wrreless LLC - - - - - {19,00)
Galaxy Compound
Sermniconductors Inc 86 - 68 - - {8598)
IQE Tamvan ROC 50 - 33 - - -
MBE Technology Pte bimited 1 - - - - -
CsDC Private Limited - - - - - -
Compound Semiconductor
Centre Limited 8 - 8 - 251 -
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32. Commitments
The Group had capital commitments at 31 December 2024 of £162,000 (2023 £553,000)

33.Post balance sheet events

On 10 March 2025, resolutions were passed by shareholders to 1ssue secured Zero-coupon convertible loan notes
with o conversion price of 15 pence per ordinary share in the Company to raise aggregate subscrnption proceeds of
£18,000,000 The initial term of the loan notes 1s 12 months, with an option to extend for a further sk months The loan
notes are secured against the Company s assets in the UK and subordinated to the Companys exsting financing
facility with HSBC UK 8ank PLC which has been amended ond restated accordingly upon issuance of the loan notes
These events arg non-adpusting and therafore had no impaoct on net assets, loss after tax or total cash flow for 2024
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Glossary

Glossary

Artificial intelhigence A simulation of human inteligence in machines, iIncluding machines which are
(a1} programmed to mimic human action or exhibit humanistic traits such as lsarning
or problem-solving

Augmented Reality A tachnology that superimposes a computer-generated image on a user’s view of

(AR) the recl world to provide o composite view
Compound A samiconductor formed from more than one element, typically compnsing a mixture
semiconductor of elements from Groups Il and V of the Periodic Table
Cloud computing A network of remote servers hosted on the intermet to store, ranage and
process data
CMOCS++ Compound matenals on Sihicon
CMD Caopual Markets Day
cvD Chemical vapeur Deposition IQE s techruque for making Advanced Sihcon/Group IV

epwafers, charactensed by using compound sources flowed across a hot wafer
where they are cracked’ (reacted) to get the desired material

Device structure The term used to describe the particular senes of epitaxtal layers on a substrate
crystal They are typcally specified by ther thickness, composition, electrical and
opto-electronic properties

Dilute Nitnide A material where small amounts of Mitrogen are added to Gaas in order to enable
GaAs to be used in apphcations typically reserved for InP

Epitaxy (epitaxial Deposition of high quality, crystaline layers on a substrate By specifically choosing

growth) the composition and sequence of the layers in epitaxial growth, the optical and

elactrical properties of the epiwater are able to be tuned and these individual layers
arg referred to as ‘epllayers

Epiwafer orepitaxial  The term used to descnbe the substrate crystal with epitaxial loyers deposited
wafer thereon {see also ‘wafer'’)

GaAs Galliurn Arsenide

GaN o Gatliern Nitnde - -
Gasb Gativm Anttmonide

Ge Germaniurm

InP Indium Phosphide

Internet of Things Network of physical objects - ‘things which are able to collect and transfer dota over
(10T1) o wireless network without human intervention

IR Infrared

LIDAR Light detection and ranging - a meathod for measunng distances by illurminating the

target with alaser light

MBE Molecular Beam Epitaxy One of IQE's primary techniques for making compound
semiconductor epiwafers, characterised by deposition using elemental sources
imptnging on o hot wafer where a reaction occours to get the desired matenal MBE
occurs at extremely low pressure (known os ultra-high vacuum) which 1s comparable
to that of outer space
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MOCVD

Metal Organic Chemical Vapour Depostition One of IQE's primary techriques for
making compound semiconductor epiwafers, charactensed by deposition using
compound sources that are flowed across o hot wafer where they are ‘cracked’
(reacted) to get the desired matenal MOCVD occurs ot much higher pressures than
MBE and also goes by the nome MOVPE (Metal Orgamic Vapour Phase Epitaxy)

OEM

Onginal equipment manufacturer

Opto-electronic
device

A devica or structure in which ight and electrnicity interact to producs, detect or
manpuiate ight

PHEMT Pseudomorphic High Electron Mobility Transistor A commonly used dewvice for high-
speed switching for wireless communications

QDL Quantum dot loser A type of serniconductor laoser technology that extends the
wavelength to longer volues for Gaas Three dimensional islands {dots) are
engineered to be formed during the growth of the structure active region

Reactor The equipment used to produce epitoxial layers on a substrate

RF Radio frequency

RGB chsplay Thrae-colour display where ermissions from red, blue and green pixels create the
image

SBTI Science-Based Target intiative The SBT defines and promotses best practice in

emissions reductions and Net Zero targets in line with cimate science

Semiconductor

A matenal with resistivity which hes somewhere between that of o conductor and an
insulator

St

Sihcon

SIC

Silcon Carbide

Structured hight
scanner

A 3D scanming device which meagsures an object using projectad hght patterns and a
cameara system

Substrate

The term used to descnbe the bose wafer used for the epitaxial substrate crystal
growth process

Time of Flight (Tof)
camera

A camera which calculates the distance between the subject by measuring the tnp
tme of an artificiol ight signal emitted by a loser or LED

VCSEL Vertical Cavity Surface Emitting Laser, an opto-electronic component used in o vaneaty
of applications

Wafer The term used (o descrnbe the substrate crystal in the form of thinly sitced discs or the
substrate disc with one or more spitaxial layers deposited upon it

WiF16 Sixth gensrotion of wieless locol area networking technologies charactertsed by
improved performance characternistics

3D Sensing Three-dimansional depth sensing technology which 1s enabled by IQE s VCSELs

5G 5™ generation mobile network designed to provide enhanced connectivity and

higher speeds
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Investor information

Investor information

Registered Office
Pascal Close

St Mellons

Cordiff CF3 0lw
United Kingdom
investor Relations
Amy Barlow

Phone +44 (0)2920 839 400
invastors@igep com

Principal Banker

HSBC Bank Plc
8 Canada Square
London E14 5HQ

Auditor

KPMG LLP

3 Assembly Square
8ritanmia Quay
Cardiff CF10 4AX

Share price information

Nominated Advisers and Brokers

NOMAD and Joint Broker

Pesl Hunt LLP

7" Floor

100 uverpool Street
tondon EC2ZM 2AT

Joint Broker

Deutsche Numis
45 Gresham Street
London EC2V 78F

Registrar

Equinity

Aspect House
Spencer Road
Lancing

West Sussex BN9S 6DA

Financial Public Relations

Headtand Consultancy

3'¢ Floor, One New Change
London ECAM SAF
Ige@headiandconsultancy com

Exchange London Stock Exchange FTSE AIM Index

Ticker IQELN
ISIN GBOD09619924

Share price performance

as at 31 December 2024
Loss per share (3 96p)

Share price (G8P)

172
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