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Highlights

Operational

¢ \Wesco collaboration agreement
announced leading to first operational
site in the USA

e Growing pipeline of opportunities
supporting site investment

e Developing partnerships

Financial
e Revenue growth (5.3%)

e (Gross margin 20.9% at similar level to
H2 18 (H1 FY18: 15.2%)

e Adjusted profit of £0.3m
(H1 FY18: loss £0.5m

e Cash remains strong with net cash
£4.2m (Oct FY18: £4.1m)

e Cash includes £1.8m of EIS/VCT
earmarked investment
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Business Update

Sales Activity

e Focus on partnerships to overcome
limitations of company size in market

e Pipeline of opportunities strengthening
with partnership

e Focus on a fewer number of larger,
key industry customers with scale

e Build strategic relationships with global
Tier 1 customers

Long term strategic prospects

e USA — Wesco partnership in SE USA
to be “showroom” and first production
facility

e Europe — large potential program
supporting new facility in mainland
Europe

e Asia — difficult market to gain traction —
natural phase 3 after Europe and USA

Recertification of Nadcap Special
Process accreditation for both UK sites

EIS/VCT Spend

e Employed £5m EIS/VCT funds following
detailed professional advice

e Major investment planned for new
production/storage units in USA
and Europe
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Board Update

e Board consider position and process publicly
agreed by Company and Founders at AGM
(25 March 2019, RNS that day):

— Former Chairman stood down; and

— Resolutions authorising issuing or buy back of share
capital all withdrawn; and

— Board to lead independent search process using
independent search firm for an independent
Chairman; and

— New Chairman to lead process to find new CEO,
CFO and potentially an additional NED (Founder
representative)

e [ndependent search firm appointed after short
competitive process (6 May 2019)

e The Founders have stated that they disagree with
the Board approach and instead have proposed an
alternative approach to re-constituting the Board
which includes the appointment of their two nominees
to the Board

e \While disappointed by this turn of events, the Board
had no choice but to engage with the Founders
and are currently in active discussions to attempt to
resolve matters in the interests of all stakeholders to
avoid a disorderly transition

e |n light of those discussions, the independent search
for a new Chairman has been temporarily put on hold
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Financial Highlights

H1 2019 | H1 2018 Fy18
£000 £000 £000

Revenue 12,243 11,622 24,478

Cost of sales (9,679) (9,856) (19,991)

Gross profit

Admin Costs (2,571) (2,694) (5,322)

Exceptional admin expense
Other income

Operating loss (1,072)
Finance expense

Loss before tax (1,207)

Adjusted profit / (loss) *

*Adjusted profit / (loss) is after adjusting for future growth expenditure relating to UK and overseas
and Exceptional restructuring costs

e Revenue increased 5.3%

— Safran Commercy/GKN with reduced demand
from Kaman

e Significant GM% gains: 20.9% vs 15.2% in FY18.
Driven by:

— Cost price changes fully passed on
— Currency alignment and improved reporting
e Gross profit increased 45% to £2.6m (H1 FY18: £1.8m)

e Admin costs fell slightly with savings from some
management changes

e Exceptional items were primarily management
restructuring costs and costs incurred in connection
with the dispute with the Founding shareholders

e Adjusted profit of £0.3m (H1 FY18: loss £0.5m)

Business restored to a break even footing
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Gross Profit Improvement

FY18 & FY19 Gross Margin

25.0% e (Gross profit increase for H1 of 45% to £2.6m

(FY18: £1.8m)

e (Gross margin for H1 FY19 of 20.9% compared
H1 FY18 H2 FY18 Total FY18 H1 FY19
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20.0%

to 18.3% for FY18

e Similar gross margins in H2 FY18 to H1 FY19
due to cost management and continued focus

15.0% : :
on analysing gross margins

e FY18 H1 margin impacted due to unforeseen
customer changes and onboarding of multiple
programs. Action taken to ensure cost price
changes are fully passed on and currency
aligned in contract

10.0%

5.0%

Strong focus in business on gross margin
management from contract to delivery.

0.0%




Consolidated statement of financial position

As at 30 April 2019

H1 2019 H1 2018 31
£000 £000

Non-current assets

Intangible assets
Property, plant and equipment

Current assets

Inventories
Trade & other receivables
Corporation tax

Cash and cash equivalents

Current liabilities

Trade & other payables

Grant income deferred

Corporation tax

Net obligations under finance leases

350
1,130

3,048
4,639
113
4,371

4,386
3

144

355
1,123

2,982
4,781

5,754

5,266
13

132

Oct 18

£000

362
1,080

2,744
5,727
113
4,726

5,197
14

116
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Consolidated statement of financial position continueq)

As at 30 April 2019

H1 2019 H1 2018 31 Oct 18
£000 £000 £000

Non current liabilities

- Deferred tax - - -
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- Net obligations under finance leases 244 225 171
Net assets 8,894 9,359 9,261

Equity attributable to equity holders

- Share capital 90 89 89

- Share premium 9,791 9,727 9,727
- Share-based payments reserve 534 452 536
- Retained earnings (1,521) (909) (1,091)
Total equity 8,894 9,359 9,261




Working Capital

©

Stock - Nov 17 to Apr 19 5

/000,000 e Stock levels closely managed :
3,500,000 . . §
3,000,000 e Designed to protect customer supply chain :
2,500,000 and rapid short term changes in demand T
2,000,000 . . . <
1,500,000 o Brexﬂ pre_paratlons included lead to £0.3m =
1,000,000 iIncrease in stock 3

500,000

e Target is 7 stock turns — actual 6.1 times

Nov -Dec - Jan - Feb -Mar - Apr - May Jun - Jul - Aug - Sep - Oct - Nov -Dec - Jan - Feb -Mar - Apr - (FY1 8 59 t|meS)
17 17 18 18 18 18 -18 18 18 18 18 18 18 18 19 19 19 19

Debtor vs Creditor Days (12 month rolling)
90.0 e Net cash managed with weekly focus on Debtors

§§§ e Debtor days 60 days (FY18 60 days)
%gg I I I I I I II II I II I e Overdue debt down to £111k (2.1%)
0.0 (FY18: £563k /15.0%)

May - 18Jun - 18 Jul - 18 Aug - 18Sep - 180ct - 18Nov - 18Dec - 18Jan - 19Feb - 19Mar - 19Apr - 19

May - Aug - Nov - Dec- Mar -
18 Jun-18 Jul - 18 18 Sep-180ct-18 18 18 Jan-19Feb-19 19 Apr-19

M Creditor Days 31.8 385 348 433 58.2 63.6 489 38.7 576 464 408 575
M Debtor Days 628 765 59.7 611 705 723 70.0 56.5 574 62.0 58,5 59.8

M Creditor Days ™ Debtor Days



Cash Flow

H1 H1 31 Oct e Significant reduction in Operating Loss <
2019 2018 18 : : , : 8.
o <
£000 £000 £000 Inventories higher due to stock build for Brexit :
Operating loss (380) (919) (1072) e Debtors — improvement in cash collection and i
Depreciation & Amortisation 219 196 413 reduction in overdue debts v
Other Operating Gash flows 57 75 e e Creditors — reduction from year end =
Decrease/(Increase) in receivables 1,088 428 424 , S
" . ¢ Property plant and equipment — largest Laser ©
Decrease/(Increase) in inventories (304) 284 522
(Decrease)/Increase payables (392) 147 08 e Reduction in use of ID facility to reduce interest costs
Cash generated from operations 288 211 546 with surplus cash available
Taxation - 34 (40)
Purchase property, plant and eqiuipment (59) (102) (220) Net cash position - Nov 17 to April 19
Development expenditure capitalised 52) (82) (152) 6,000,000
Finance costs (50) (68) (135) O \/\/\_\/\/
: : : : 4,000,000
Decrease in Invoice discounting (ID) (418) 436 (528) 3,000,000
Repayment of Finance Lease capital (64) (89) (159) 2,000,000
Net decrease) / increase in cash and cash (355) 340 (688) 1,000,000
equivalents )
: Nov Dec Jan -Feb -Mar Apr -MayJun - Jul - Aug Sep -Oct - Nov Dec Jan -Feb -Mar Apr -
Cas_h and cash equivalents at end of 4371 5754 4726 17 17 18 18 -18 18 -18 18 18 .18 18 18 -18 -18 19 19 -19 19
period
Net cash after deducting ID 4173 4174 4110
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Business Development

e Customer Engagement Lifecycle
e Dependencies

¢ [nvestment in Growth update

e USA — Wesco
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Lifecycle

INITIAL CUSTOMER
ENGAGEMENT

e \isits Preliminary Bid

_ Solution
e Presentations Development

e Obtain RFQ and data ) Review
1 to 3 Months

Submission
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CUSTOMER RFQ ASSESSMENT,
DECISION AND PROJECT LAUNCH

e Customer once in a lifetime activity
e Difficulty for customer assessing Velocity

response against unknown current costs
e Agreement in “Condition of Supply”
e Commercial agreement — LTA

e Customer delay in appropriate launch date
(other business, resource, change etc)

Final Solution Production Sustain
Review Readiness Delivery

1 to 12 Months 1 to 3 Months
*Typical 18-24 month lifecycle
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Dependencies

e Customers do what they say they are going to do — “subject to customer demand fluctuations”

e Velocity continues to exploit market opportunities and fill the new business hopper

e Velocity convert interest to RFQ’s

e Customers are prompt in making decisions on RFQ responses; Velocity convert pipeline into contracts

e Market conditions remain unchanged (Customer / Supplier / Regulatory)
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e Build long term investor and customer value




Investment in Growth Update

Entry Strategy

Investment

Progress

Understand market

Europe

¢ Bid on six key projects

e Team in place but
requires building

e Support from UK initially

e Open R&D centre in Burnley in
December 2019

e Key contract wins

* Pipeline of projects at various
stages of Lifecycle

e Opportunity with European
supply chain partner

e Meetings planning for
Paris Air Show 17-23 June

Identify target

Asia

e Bid on 1-2 key projects

e Distribution model explored
with partners

¢ | ocal team in region

North America

e Targets identified

¢ Distribution model investigated
with partners

¢ Training initial Asia team
e BD visits continue in region

e Project office opened in Kuala
Lumpur with 3 engineering staff

e Focus on 3/4 key customers
¢ | ocal competition entrenched
e Raw material supply issue

Visit / Present / RFQ

e Monthly visits start of year

¢ Partnership Agreement agreed
with global supply chain partner

e Advanced plans with Wesco
to open a production unit in
SE USA

Bid submission

s
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— Wesco

offering)
e \Wesco are the world’s leading

independent distributor and provider

of comprehensive supply chain

management services to the global

aerospace industry

e Partnership agreement signed in

September 2018

e Programme started to visit potential
customers and build market entry

strategy

e \\lesco identified as strategic partner
in early 2018 (complimentary service

e 21 customers identified with a total
spend of $600m

e Six customers visited with a combined
spend of $150m

e Confidence achieved in the need
for an in country facility to support
business development (show
room), which becomes the first
manufacturing facility

e Three key customers in the SE USA
lead to first facility in this region

e Announcement of partnership and
formal launch in June 2019
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Summary & Outlook

e Growing pipeline of business opportunities e Significant win in creating the collaboration with

e Potential to convert pipeline to new contract wins ' ©SC0: initially targeting the US market

and production in 2020 e EIS/VCT position resolved with more than £5.0m

e Improving business performance with growth of funds ‘smployed’ on qualitying expenditure

maintained and margins significantly improved e Resolve the constitution of the Board
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e Cash flow returned to breakeven with £4.2m net e The Board is confident in achieving its
cash and £5.0m discounting facility in place expectations for the year

e Underpins confidence in investment in new
US venture and new UK R&D centre
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Improving growth prospects, better margins and cash flow, are robust
foundations on which to invest in a number of new opportunities. Once the
final Board matters are resolved the business will be able to move ahead
focused firmly on the valuable opportunities that remain in our markets.:
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e Mission: To revolutionise aerospace and high value composites
manufacturing by enabling our customers to reduce waste/costs
whilst meeting increased global demand by creating a lean and
scalable supply chain in a more-for-less era

¢ \/elocity manufactures highly engineered and consumable kits for
use in the production of carbon fibre composite parts for aircraft

e Carbon fibre has seen a step change increase in its use in
aircraft and long term aircraft production rates have seen an
unprecedented increase

¢ \/elocity uses its industry knowledge and business processes
to reduce the amount of raw material and process time our
customers need to build aircraft

e \/elocity helps manufacturers to reduce costs and increase
production rates to help them to meet the challenging targets set
by the global aircraft manufacturers to reduce the backlog
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Global Demand Update

The Macro Aircraft Market Growth
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2,400 - 5 e Over 41,000 aircraft to be delivered
— oBE T in next two decades
] | = O ID.. Nh .
e e Aircraft fleet growth >90% over
. 2 " - next 20 years
- ™
= Mm o ~ : . : :
£ 1800, LRl * Introduction of new aircraft variants with
= L mE EEE T higher proportions of composite material
@ 1,600 B from both Airbus and Boeing from less
e <t m —
- _ Gl e T than 25% to more than 50%
S 1400 S ol
— gy 5 e Industry focused on more efficient
e a2 manufacturing to deliver more for less
o O
P e [n Asia 100m + people to fly for first time
800 - each year
2 o- N M TR BREESEAMYBEREE Y R RY .  Aeia
e Se b B ScoosooggasagoNam o n e Aircraft fleets in Asia, middle East
™~ SN NN NN NN NN NN NN NN NN N

and South America are set to double in
each of these regions




Velocity Process

Raw Material
T e Structural Kit

Saving > 10% material and > 20% time

Finished Part (1m diameter)
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The Composites Manufacturing Process

The Traditional Supply Chain For Manufacturers

NON-CORE BUSINESS TO MANUFACTURER

‘ ——, |§ UL SR Ll | anscirmg Curing  Machining  NDT  Assembly

| | | | | |
MULTIPLE éUPPLIERS MANUFAlCTURER

An Efficient Supply Chain For Manufacturers
VALUE ENGINEERING
‘ |§
| | | | | |

MULTIPLEiUPPLIERS \0,0?!0 ity MANUFI-\lCTURER

Velocity: - enables customers & material suppliers to focus on their core business
- performs its core business in a controlled, cost efficient environment
- becomes a single supplier for our customers to deal with across a wide range of suppliers
- provides a cost effective, just in time service delivering a total kit containing all materials

reduces customer costs whilst generating profits for Velocity
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How Velocity adds value

Savings made by customers using Velocity

e Material spend reduced by 10 - 53% due to
smarter nesting

e Material increase in productivity due to reduced
production times

¢ [ncrease in productive cleanroom floorspace by removing
associated equipment

e Cost of non quality products reduced/eliminated by more
standardised process

e Reduction in capital equipment spend
e |[ndirect support staff costs reduced due to direct line feed

¢ Full material traceability & regulatory compliance

e I[mproved cashflow due to just in time deliveries J

e Industry is in a more-for-less era
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Revenue by Customer

2,500,000

Revenue mix by customer
2,000,000

1,500,000 I I |
1,000,000
500,000

Nov-17 Dec-17 Jan-18 Feb-18 Mar-18 Apr-18 May-18 Jun-18 Jul-18 Aug-18 Sep-18 Oct-18 Nov-18 Dec-18 Jan-19 Feb-19 Mar-19 Apr-19
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Revenue by Aircraft

2,500,000

2,000,000
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Revenue mix by aircraft
1,500,000

L] " =
1,000,000
500,000

Nov-17 Dec-17 Jan-18 Feb-18 Mar-18 Apr-18 May-18 Jun-18 Jul-18 Aug-18 Sep-18 Oct-18 Nov-18 Dec-18 Jan-19 Feb-19 Mar-19  Apr-19

B A350-900 M A330-T700 A320NEO M A380-T900 AS907 M A330NEO M737-MAX WA330-LR MMETEOR M Other
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Appendices  Actions being taken to improve new contract acquisition

e Improved focus on Pipeline and actions required
e Business Development process reviewed and focusing on global Tier 1 customers

e Selling and Cost prices on plan leading to stable margins

- 9|d seusodwo) AlI0ojen ©

e Focus on six key opportunities in Europe, including one with European partner, supported by
existing facilities and one new planned facility in Europe

610¢ ANNC

e Meetings held with a number of customers in USA with Wesco — confidence in SE USA facility

e Focus on three key opportunities in Asia to build awareness

25



Appendices | Brexit Update

e Supplier Brexit plans from all suppliers reviewed

e Buffer stock holdings increased across range with plan to de-stock
by the end of October (additional ¢.£0.3m) meeting contracted buffer
stock levels (overall holding 2 months stock)

¢ Extra red tape could increase transportation costs on incoming stock
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e Contingent suppliers set up where required
e Only outgoing potential delivery issues to France

e Currency rate movement being managed through natural hedging
(70%) and re-negotiation of contracts as they fall due

e Any Tariff changes flow through on contracts but Aerospace
IS zero tariffs

e No restriction on movement of people until end 2021
(less than 10% of our workforce)




Appendices Consolidated statement of total comprehensive income

H1 2019 H1 2018 31 Oct 18
£000 £000 £000

Revenue 12,243 11,622 24,478 %
Cost of sales 9,679) (9,856) (19,991)
Gross profit 2,564 1,766 4,487 §
Administrative expenses (2,571) (2,694) (5,322) )
Exceptional admin expenses (377) - (252)

Other operating income 4 9 15

Operating loss (380) (919) (1,072)

Finance expense (50) (68) (135)

Loss before tax (430) (987) (1,207)

Income tax - 175 213

Loss for the period (430) (812) (994)

EPS (Basic / Diluted) (pence) (£0.01) (£0.02) (£0.03)




Appendices = Consolidated and Company statement of cash flows

H1 2019 H1 2018 31 Oct 18
£000 £000 £000

Operating activities
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- Loss for the period (430) (812) (994)
- Taxation - (175) (213)
- Loss / (Profit) on disposal of assets (1) - 7

- Finance costs 50 68 135
- Amortisation of intangible assets 64 44 107
- Depreciation of property, plant and equipment 155 152 306
- Share-based payments 62 84 169
- Grant income amortisation (4) 9) (15)
Operating cash flows before movements in working capital (104) (648) (498)
- Decrease/(Increase) in trade and other receivables 1,088 428 424
- Decrease/(Increase) in inventories (304) 284 522
- Increase in trade and other payables (392) 147 98

Cash generated from operations 276 211 546
- Income taxes paid - 34 (40)

Net cash (outflow)/inflow from operating activities 276 245 506



Appendices Consolidated and Company statement of cash flows ontinueq)

H1 2019 H1 2018 31 Oct 18
£000 £000 £000

Investing activities

- Purchase of property, plant and equipment (59) (102) (220)
- Development expenditure capitalised (52) (82) (152)
- Proceeds from disposal of property, plant and equipment - - -
Net cash used in investing activities (111) (184) (372)
Financing activities

- Proceeds from issue of shares - - -

- Payments of share issue costs - - -

- Finance costs paid (50) (68) (135)
- Decrease in invoice discounting (418) 436 (528)
- Repayment of finance lease capital (64) (89) (159)
Net cash used in financing activities (532) 279 (822)
Net (decrease) / increase in cash and cash equivalents (355) 340 (688)
Cash and cash equivalents at beginning of period 4,726 5,414 5,414

Cash and cash equivalents at end of period



IMPORTANT NOTICE

The following presentation, including these slides, other materials distributed
and any verbal information given (together, the “Presentation”), has been
prepared by the directors of Velocity Composites plc (the “Company”).
The information in the Presentation is not intended to form the basis of any
contract. By attending (whether in person or by telephone) or reading the
Presentation, you agree to the conditions set out below. The Presentation
is confidential and should not be distributed, published or reproduced (in
whole or in part) or disclosed by its recipients to any other person for any
purpose, other than with the consent of the Company.

The Presentation does not constitute or form part of any offer or invitation
to sell or issue, or any solicitation of any offer to purchase or subscribe for,
any shares or other securities of the Company, nor shall it (or any part of it),
or the fact of its distribution, form the basis of, or be relied on in connection
with or act as any inducement to enter into, any contract whatsoever relating
to any securities.

The Presentation is being made, supplied and directed only at persons in
member states of the European Economic Area who are qualified investors
within the meaning of Article 2(1)(e) of the Prospectus Directive (Directive
2003/71/EC, as amended) and, additionally in the United Kingdom, to
those qualified investors who (a) are persons who have professional
experience in matters relating to investments falling within Article 19(5) of
the Financial Services and Markets Act 2000 (Financial Promotion) Order
2005 (investment professionals) or (b) fall within Article 49(2)(a) to (d) of
that Order (high net worth companies, unincorporated associations etc), or
to such other persons to whom it can otherwise lawfully be distributed (all
such persons being “Relevant Persons”). Any person who is not a Relevant
Person may not attend the Presentation and should not act or rely on this
document or any of its contents.

The Presentation is provided for general information only and does not
purport to contain all the information that may be required to evaluate the
Company. The information in the Presentation is provided as at the date

of the Presentation (unless stated otherwise) and is subject to updating,
completion, revision and further verification. No reliance may be placed
for any purpose whatever on the information or opinions contained or
expressed in the Presentation or on the accuracy, completeness or fairness
of such information and opinions.

To the extent permitted by law or regulation, no undertaking, representation
or warranty or other assurance, express or implied, is made or given by or
on behalf of the Company or any of its parent or subsidiary undertakings
or the subsidiary undertakings of any such parent undertaking, or any of its
directors, officers, partners, employees, agents, affiliates, representatives
or advisors, or any other person, as to the accuracy, completeness or
fairness of the information or opinions contained in the Presentation. Save
in the case of fraud, no responsibility or liability is accepted by any person
for any errors, omissions or inaccuracies in such information or opinions or
for any loss, cost or damage suffered or incurred, however arising, directly
or indirectly, from any use of, as a result of the reliance on, or otherwise in
connection with, the Presentation. In addition, no duty of care or otherwise
is owed by any such person to recipients of the Presentation or any other
person in relation to the Presentation.

Nothing in the Presentation is, or should be relied on as, a promise
or representation as to the future. The Presentation includes certain
statements, estimates and projections provided by the Company in relation
to strategies, plans, intentions, expectations, objectives and anticipated
future performance of the Company. By their nature, such statements,
estimates and projections involve risk and uncertainty since they are based
on various assumptions made by the Company concerning anticipated
results which may or may not prove to be correct and because they may
relate to events and depend on circumstances that may or may not occur
in the future and may be beyond the Company’s ability to control or predict.
No representations or warranties of any kind are made by any person as
to the accuracy of such statements, estimates or projections, or that any
of the events expressed or implied in any such statements, estimates or
projections will actually occur. The Company is not under any obligation, and

expressly disclaims any intention, to update or revise any such statements,
estimates or projections. No statement in the Presentation is intended as a
profit forecast or a profit estimate.

The Presentation does not constitute or form part of an offer or invitation
to issue or sell, or the solicitation of an offer to subscribe or purchase, any
securities to any person in any jurisdiction to whom or in which such offer
or solicitation is unlawful, and, in particular, is not for distribution in or into
Australia, Canada, Japan, the Republic of South Africa or the United States.
The Company has not registered and does not intend to register any shares
the subject of the Fundraising under the US Securities Act of 1933 or under
any securities laws of any state or other jurisdiction of the United States
and, subject to certain exceptions, such shares will not be offered, sold,
resold, taken up, exercised, renounced, transferred or delivered, directly
or indirectly, in or into the United States. The relevant clearances have
not been, and will not be, obtained from the Securities Commission of any
provision or territory of Canada; no document in relation to the Fundraising
has been, or will be, lodged with, or registered by, the Australian Securities
and Investments Commission; no registration statement has been, or will
be, filed with the Japanese Ministry of Finance in relation to the Fundraising;
and the relevant clearances have not been, and will not be, obtained
from the South African Reserve Bank and any other applicable body in
the Republic of South Africa in relation to such shares. Accordingly, such
shares will not, directly or indirectly, be offered or sold within the United
States Canada, Australia, Japan, the Republic of South Africa or offered
or sold to any resident, national or citizen of the United States, Canada,
Australia, Japan or the Republic of South Africa.

By accepting receipt of, attending any delivery of, or electronically
accessing, the Presentation, you agree to be bound by the above limitations
and conditions and, in particular, you represent, warrant and undertake to
the Company and finnCap Limited that: (i) you are a Relevant Person (as
defined above); (ii) you will not forward the Presentation to any other person,
or reproduce or publish this document, in whole or in part, for any purpose
and (iii) you have read and agree to comply with the contents of this notice.
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