UC Group Limited

Annual report and financial statements
Registered number 3762366
- 31 December 2017 !

llll

20/12/2018
COMPANIES HOUSE




UC Group Limited
Annual report and financial statements
. 31 December 2017

Contents

" Chairman’s statement N ' . 1
Directors’ report . 2
Strategic report 3
Statement of directors’ responsibilities in respect of the directors’ report, strategic report and the financial statements 5
Independent auditor’s report to the members of UC Group Limited 6
Consolidated Income Statement ’ » A 8
Consolidated Statement of Comprehensive Income ‘ 9
Consolidated Balance Sheet - 10
Consolidated Statement of Changes in Equity 11
Company Statement of Changes to Eciu.ity 12
Consolidated Cagh Flow Statement ' ' - 13

Notes to the financial statements 14



UC Group Limited
Annual report and financial statements
31 December 2017

Chairman’s statement

Dear Shareholders,

I am pleased to present the annual accounts for the Group for the year ending December 2017.-

Financial highlights from continuing operations

2017 2016 Movement
Group revenue £29.7m £39.9m 26 % decrease
Earnings before interest, tax, depreciation and amortisation
(EBITDA) £(8.25)m £2.13m
EBITDA margin - (27.78) % 5.34%
Gross margin £12.4m £17.1m  27% decrease
Operating results £(8.93)m £0.74m

Coming through a difficult and expensive refinancing process and into 2018, the operating businesses are in much
better health. At the end of 2017, the business successfully refinanced its banking facilities, simplified and cleaned up
the capital structure of the main payments group (Securetrading Group), and subsequently restructured the subsidiary
boards and management team. The group now focuses exclusively on payments, under 2 key brands (Securetrading
and Acquiring.com), powering payments, powering commerce.

The group also removed the minority shareholding in its payments subsidiary and now holds 100% ownership of all
of its assets.

Acquiring.com has now complcicd its third full year as a Visa and Mastercard licensed acquirer, achieving atiraclive
growth during the first two years. However, during 2017 the board decided to exit certain payment verticals resulting
in a reduction of circa €700m of processing volumes compared to the previous year. As a result, the business has a
healthier and lower risk client base, albeit with lower headlinc revenucs in the business for 2017.

With the reduction in headline revenue and higher organisational operating costs, the group ended with depressed
earnings of minus EBITDA £8.25m.

However, the reorganisation and focus at the end of 2017 has reshaped the business and, to date in 2018, the business
has shown what this new focus and energy can achieve in an exciting and growing payments market, and is currently
on a positive run-rate EBITDA of above £3m and growing well.

I continue to thank the board, our shareholders and stakeholders for their continued and long-standing support, but
assurc them of my and the management team's commitment to see conlinued exccution of our strategy and vision: (o
grow the business into a global omnichannel payments group.

I look forward to progressing as rapidly in 2018 and beyond.

J A Paulsen
Chairman

17 December 2018
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Directors’ report

The directors present their annual report and financial statements for the year ended 31 December 2017.
Principal activity

The principal activity of UC Group is that of a global e-solutions company, offering internet-enabled services. The focus
is on internet-enabled bespoke payment solutions, as well as transaction and payment management systems for our global
markets.

Political and charitable contributions

The Company made no disclosable political or charitable donations or incurred any political expehditure
during the year (2016: £nil).

Directors :

The following directors have held office since 1 January 2017 unless otherwise stated:
J A Paulsen

D I Holden

P J Boylan* )

M M J J Boekhoorn* (resigned 12 Novemnber 2018)

D Scheurl® (resigned 17 November 2017)
The Rt Hon. the Lord Blunkett* (resigned 12 November 2018)

*Non-execulive director

Employee involvement
The group’s policy is to consult and discuss directly with employees any matters likely to affect emp'loyees’ interests.

Information on matters of concern to employees is given through information bulletins and reports which seek to achieve
a common awareness on the part of all employees of the financial and economic factors affecting the group’s
performance. ’

Disabled persons

The group’s policy is to recruit disabled workers for those vacancies that they are able to fill. All necessary assistance
with initial training courses is given. Once employed, a career plan is developed so as to ensure suitable opportunities
for each disabled person. Arrangements are made, wherever possible, for retraining employees who become disabled,
to enable them to perform work identified as appropriate to their aptitudes and abilities.

Auditors
The auditors, KPMG LLP, are deemed to be appointed under section 487(2) of the Companies Act 2006.
Statement of disclosure to auditor

'So far as the directors are aware, there is no relevant audit information of which the group’s auditor is unawarc.
Additionally, the directors have taken all the necessary steps that they ought to have taken as directors in order to make
themselves aware of all relevant audit information and to establish that the group’s auditor is aware of that information.

By order of the Board

Q{L"

J A Paulsen 40 Bank Street, London
Director E14 SNR
17 December 2018
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Strategic report

Business review

The Group has had a transformative year in 2017. Whilst the results for the Group have deteriorated compared to 2016, the business
has re-positioned itself as a full-service payments operation, with an infrastructure capable for achieving scale, whilst balancing
the risk profile of the acquiring institution’s merchant portfolio.

In November 2017, the existing debt facility was successfully refinanced by a consortium of lenders led by Cordet Capital (£26m
was repaid to the existing lenders, with £30.5m being drawn under the new facility). In conjunction with the refinancing, the Group
has reorganised its management team and set out a wider and longer-term plan for the business, across its primary assets in Europe,
as well as expansion in the US. As a key element of this plan, the group continues to seek additional strategic investment to drive
its plans for growth.

Under UC Group lie two principal go-to-market brands: SecureTrading, the independent technical gateway connecting online
merchants with processing “banks”, and Acquiring.com (the trading name of SecureTrading Financial Services) and, a licenced
EU Financial Institution with principal membership of Visa and Mastercard).

On a like-for-like basis, revenues were broadly comparable year on year, but the decision to close particular lines of business to
improve the portfolio’s credit rating, impacted headline revenue (some revenue had previously been recognised gross of c$rtam
costs).

The group’s cost base was unusually inflated in 2017, due to several large items: administrative expenses increased by 25% .
compared to 2016, driven by an additional investment in staff (£2.8m increase in staff costs) as the business builds for growth, and
a loss on foreign exchange transactions (£1.9m loss in 2017 vs. a gain of £1.1m in 2016). The group also incurred significant one-
off Finance expenses (£8.6m), through advisory, termination and commitment fees anising from the debt refinancing. Since the
year end, the acquiring services business has enjoyed solid growth and has moved into consistent profitability.

In the US, SecureTrading Inc, with licences in Nevada and New Jersey, continues to build a solid platform for strategic growth:
our pre-paid card programme has gone live and a key strategic partner has been signed.

The vision remains to be a client-focused company that invests in, builds and maintains steady revenue growth. The Board will,
attempt to increase the Group’s assets over the coming year against a background of a sector that is growing at an extraordinary
rate. Returns to Shareholders, as always, are the most important metric but we believe that a larger asset portfolio would lead to
better risk adjusted returns and a lower expense ratio. The Board is confident that further progress can and will be made in the year
ahead.

Description of principal risks and uncertainties

The turnover of the Group consists of income from the provision of electronic payment services. Sales are dependent on the Group
being able to continually offer its customers cost-effective, versatile and reliable products while complying with ever changing
demands of the environment in which it operates, including changes in global government and regulatory policies around the world.

The Group, as it adapts to global changes in its markets, needs to ensure that it can maintain strong intemal controls and procedures.

The Group’s principal financial instruments comprised cash in liquid resources and various items such as trade receivables and trade
payables that arise directly from its operations. The large movements in cash, accounts receivable and payables relate mainly to timing
differences on receipt and payments of amounts due from the card schemes and payable to merchants of SecureTrading Financial
Services. .

The main risk arising from the Group’s financial instrument is liquidity risk. The Group finances its operations through
amixture of share capital and income from sales. Liquidity risk is monitored using a liquidity gap model which calculates
the net cash flows of the Group or of individual companies over time in order to detect any critical points in the expected
liquidity. The total liquidity requirement is calculated as the sum of the negative gaps (outflows greater than inflows)
recorded for each individual time period. Any positive gaps found in a time period are used to reduce negative gaps in
subsequent periods.

The Group cénﬁnues to actively expiore further investment from existing and new shareholders and stakeholders to
improve the strength of the balance sheet.
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Strategic Report (continued)

Trade receivables are managed in respect of credit and cash flow risk by policies concerning the credit offered to
purchasing authorities and the regular monitoring of amounts outstanding for both time and credit limits. Trade payables
liquidity risk is managed by cnsuring sufficient funds are available to meet amounts due.

Forcign currency risk is the risk that the Group will sustain losses through adverse movements in currency exchange
rates. The Group’s business is impacted through its exposure to some of its fee income being in US dollars and Euros.

The Group is exposed to changes in relationships with its customers and suppliers. It is a key task for the operational
management in each business to maintain and develop relationships with customers and suppliers.

Brexit ’ !

On 23 June, 2016, the United Kingdom (“UK”) held a referendum in which voters approved an exit from the Europcan
Union, commonly referred to as “Brexit,” and on 29 March, 2017, notified the European Union that it intended to exit as
provided in Article 50 of the Treaty on European Union. The terms of the withdrawal are subject to a negotiation period
that could last at least two years from the withdrawal notification date. Brexit could adversely affect UK, European, and
worldwide economic conditions and could contribute to instability in global financial and foreign exchange markets,
including volatility in the value of the British Pound and Euro, which in turn could adversely affect our customers and
companies with which we do business, particularly in the UK.

In addition, Brexit could lead to legal uncertainty and see national laws and regulations in the UK diverge from EU laws
and regulations, as the UK determines which EU laws to replace or replicale. In particular, depending on the terms of
Brexit, we may face new regulatory costs and challenges, including the following;:

- we could lose the ability for our EU opcrations to offer services on a cross-border basis into the UK market utilising
regulatory permissions of SecureTrading Financial Services Ltd, our wholly-owned subsidiary, which is a financial
institution licensed and subject to regulation by the Malta Financial Services Authority;

. we could be required to obtain additional regulatory permissions to operate in the UK market, adding costs and
potential inconsistency to our business (and, depending on the capacity of the UK authorities, the criteria for
obtaining permission, and any possible transitional arrangements, there is a risk that our busincss in the UK could
be materially aflected or disrupled);

. we could be required to comply with regulatory requirements in the UK that are in addition to, or inconsistent with,
the regulatory requirements of the EU; and

+  our ability to attract and retain the necessary human resources in appropriate locations to support the UK business
and the EU business of the Group could be adversely impacted.

Any of the effects of Brexit described above and others that we cannot anticipate could adversely affect our business,
results of operations, financial condition and cash flows.

By order of the board
J A Paulsen
Direclor

40 Bank Street
London
E14 SNR

17 December 2018
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Statement of Director’s responsibilities in respect of the Strategic Report, the
Director’s Report and the Financial Statements

The directors are responsible for preparing the Strategic Report, the Directors’ Report and the group and parent
company financial statements in accordance with applicable law and regulations.

Company law requires the directors to prepare group and parent company financial statements for each financial year.
Under that law they have elected to prepare the group financial statements in accordance with International Financial
Reporting Standards as adopted by the European Union (IFRSs as adopted by the EU) and applicable law and have
elected to prepare the parent company financial statements in accordance with UK accounting standards and applicable
law (UK Generally Accepted Accounting Practice), including FRS 101 Reduced Disclosure Framework.

Under company law the directors must not approve the financial statements unless they are satisfied that they give a
true and fair view of the state of affairs of the group and parent company and of their profit or loss for that period. In
preparing each of the group and parent company financial statements, the directors are required to:

o select suitable accounting policies and then apply them consistently;
. & make judgements and estimates that are reasonable, relevant, reliable and prudent;

o for the group financial statements, state whether they ha\}e been prepared in accordance with IFRSs as adopted
by the EU;

o for the parent company financial statements, state whether applicable UK accounting standards have been
followed, subject to any material departures disclosed and explained in the financial statements;

e assess the group and parent company’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern; and . ‘

e use the going concém 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 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 time the financial position of the parent
company and enable them to ensure that its financial 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 statements
that are free from material misstatement, whether due to fraud or error, and have general responsibility for taking such
steps as are reasonably open to them to safeguard the assets of the group and to prevent and detect fraud and other
irregularities. ' ‘

The directors are responsible for the maintenance and integrity of the corporate and financial information included on
the company’s website. Legislation in the UK governing the preparation and dissemination of financial statements
may differ from legislation in other jurisdictions. '
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KPMG LLP

15 Canada Square
London

- E14 5GL

Independent Auditor’s réport to the members of UC Group Limited

Opinion ' ’ . ]
We have audited the financial statements of UC Group Limited (“the company”) for the year ended 31 December
2017 which comprise the Consolidated Income Statement, Consolidated Statement of Comprehensive Income,

Consolidated Balance Sheet, Consolidated Statement of Changes in Equity and Company Statement of Changes in
Equity and related notes, including the accounting policies in note 1.

In our opinion:

o the financial statements give a true and fair view of the state of the group’s and of the parent company’s affairs
as at 31 December 2017 and of the group’s loss for the year then ended;

e the group financial statements have been properly prepared in accordance with International Financial Reporting
Standards as adopted by the European Union;

e the parent company financial statements have been properly prepared in accordance with UK accounting
standards, including FRS 101 Reduced Disclosure Framework;, and .

e the financial statements have been prepared in 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 applicable
law. Our responsibilities are described below. We have fulfilled our ethical responsibilities under, and are
independent of the group in accordance with, UK ethical requirements including the FRC Ethical Standard. We
believe that the audit evidence we have obtained is a sufficient and appropriate basis for our opinion.

Material uncertainty related to going concern

We draw attention to Note 1 to the financial statements concerning the group and company’s ability to continue as a
going concern. In particular, the continued availability of amounts due to lenders under facilities that expire in 2020,
classified as repayable within one year, and the availability of alternative equity and / or debt funding when those
amounts are repaid. These conditions, along with the other matters explained in Note 1 to the financial statements,
indicates the existence of a material uncertainty, which may cast significant doubt on the group and company’s ability
to continue as a going concern. The financial statements do not include adjustments that would result if the group or
company was unable to continue as a going concern. Qur opinion is not modified in respect of this matter.

Strategic report and directors’ report

The directors are responsible for the strategic report and the directors’ report. Our opinion on the financial statements
does not cover those reports and we do not express an audit opinion thereon.

Our responsibility is to read the strategic report and the directors’ report and, in doing so, consider whether, based on
our financial statements audit work, the information therein is materially misstated or inconsistent with the financial
statements or our audit knowledge. Based solely on that work:

. we have not identified material misstatements in the strategic report and the directors’ report;

. in our opinion the information given in those reports for the financial year is consistent with the financial
statements; and ‘

. in our opinion those reports have been prepared in accordance with the Companies Act 2006.
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Independent Auditor’s report to the members of UC Group Limited (continued)

Matters on which we are required to report by exception
' Under the Companies Act 2006, we are required to report to you if, in our opinion:

e adequate accounting records have not been kept by the parent compahy, or returns adequate for our audit have
not been received from branches not visited by us; or

e the parent company financial statements are not in agreement with the accounting records and returns; or
e certain disclosures of directors’ remuneration speciﬁed by law are not made; or

" o we have not received all the informatioh and explanations we require for our audit.

We have nothing to report in these respects.

Directors’ responsibilities

As explained more fully in their statement set out on page 5, the directors are responsible for: the preparation of the
financial statements and for being satisfied that they give a true and fair view; such internal control as they determine
is necessary to enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error; assessing the group and parent company’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern; and using the going 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 so.

Auditor’s responsibilities

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue our opinion in an auditor’s report. Reasonable
assurance is a high level of assurance, but does not guarantee that an audit conducted in accordance with ISAs (UK)
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in aggregate, they could reasonably be expected to influence the economlc
decisions of users taken on the basis of the financial statements.

A fuller description of our responsibilities is provided on the FRC’s website at
www.frc.org uk/auditorsresponsibilities.

The purpose of our audit work and to whom we owe our responsibilities

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit 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 for no other purpose. To the fullest extent permitted
by law, we do not accept or assume responsibility to anyone other than the company and the company’s members, as
a body, for our audit work, for this report, or for the opinions we have formed.

e Nora

Stephen Muncey (Senior Statutory Auditor)
for and on behalf of KPMG LLP, Statutory Audltor
Chartered Accountants

KPMG LLP

15 Canada Square
London ’
El14 5GL

17 De;:ember 2018
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Consolidated Income Statement
for the year ended 31 December 2017

Total Total
Note 20017 - 2016
£ £
/
Revenue : 4 29,683,958 39,857,839
Cost of sales ) (17,290,041)  (22,720,428)
Gross profit ~ ' - 12,393,917 - 17,137,411 .
Administrative and other expenses 5,6 ' (21,858,865)  (17,074,162)
Depreciation, amortisation & impairment of non-financial ‘5 (682,034) (1,390,351)
assets .
Other income R 7 . 1,219,584 2,065,055
Operating profit/(loss) (8,927,399) 737,953
Finance expense 8 (12,131,629) (3,423,495)
Loss on ordinary activities before taxation . (21,059,027) (2,685,542)
Tax on loss on ordinary activities ' 9 1,296,860 (563,521)
Loss on ordinary activities after taxation . (19,762,167) (3,249,063)
Attributable to
Equity holders of parent (19,762,167) (2,682,242)
Minority interests ‘ - (566,821)
Loss for the financial year ‘ (19,762,167) (3,249,063)

The notes on pages 14 to 43 form part of these financial statements.
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Consolidated Statement of Comprehensive Income

Jor the year ended 31 December 2017
Note 2017 2016
£ £
Loss for the financial year . (19,762,167) (3,249,063)
Exchange differences on translating foreign operations 370,353 (197,324)
Fair value change on assets held for resale (186,338) . (1,423,780)
(19,578,152) (4.870,167)
Equity holders of parent . (19,578,152) (4,071,488)
Minority interests . - (798,679)
Total comprehensive expense for the year (19,578,152) (4.870,167)

The notes on pages 14 to 43 form part of these financial statements.
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Consolidated Balance Sheet

at 31 December 2017
Group Group Company Company
Note o 2017 2016 2017 2016
£ £ £ £
Non-current assets :
Intangible assets 10 2,896,976 3,835,212 - 757,949
Tangible assets 11 1,115,604 806,675 - -
Trade and other receivables 16 1,997,619 1,145,778 - -
Investments in subsidiaries 13 - - 3,805,419 3,895,419
Available-for-sale financial assets 15 131,429 - -
6,141,628 5,787,665 3,895,419 4,653,368
Current assets . ‘
Trade and other receivables 16 17,874,827 ~ 24,651,913 6,620,645 5,695,375
Available [or sale financial assets 15 3,886,048 - - -
Cash and cash equivalents 3,233,441 35,200,895 4,006 -
24,994,316 59,852,808 6,624,651 5,695,375
Total assets 31,135,944 65,640,473 10,520,070 10,348,743
Current Liabilities 17 (72,490,115  (87,969,8G5) - (1,148,998)
Non-current Liabilities 18 (1,000,984) (273,056) - -
Total Liabilities o (73,491,099)  (88,242,921) . . (1,148,998)
Net (Liabilities)/Assets (42,355,155) - (22,602,448) 10,520,070 9,199,745
Equity attributable to equity holders of
the parent .
Share capilal 20 117,653 94,890 117,653 94,890
Shiare premium 6,403,918 6,403,918 6,403,918 6,403,918
Retained earnings (48,690,388) (23,557,437) 3,998,499 2,700,937
Fair Value Reserve : (186,338) - - -
" (42,355,155)  (17,058,629) 10,520,070 9,199,745
Non-controlling interest ) 14 - (5,543,819) ’ - -
Total equity (42,355,155) (22,602,448) 10,520,070 9,199,745

The notes on pages 14 to 43 form part of these financial statements.

These financial statements were approved by th&goard of directors on 17 December 2018 and were signed on its behalf by:

D I Holden
Director A

Company registered number: 3762366

10



Consolidated Statement of changes in equity
at 31 December 2017

Share ‘ Share Fair Value

UC Group Limited

Annual report and financial statements

31 December 2017

Retained Non- Group
Capital Premium Reserve _ Earnings Controlling Total
Interest
Balance at 1 January ' 94,890 6,403,918 1,139,024 (20,624,973) (4,745,140) (17,732,281) .
2016
Loss for the year - . - (2,682,242) (566,821) (3,249,063)
Fair value change on - ' (1,139,024) - (284,756) (1,423,780)
assets held for resale
New share issue - - - - - - - -
Net exchange - - - (250,222) 52,898 (197,324)
movement in translation
of reserves
Balance at 31 : 94,890 6,403,918 - . (23,557,437) (5,543,819) (22,602,448)
December 2016
Share Share Fair Value Retained Non- Group
Capital Premium Reserve Earnings Controlling
Total
Interest
Balance at 1 January © 94890 6,403,918 - (23,557,437) (5,543,819) (22,602,448)
2017 .
Loss for the year - - - (19,762,167) - (19,762,167)
Fair value change on - . (186,338) - - Q1 86,338)
assets held for resale ‘
New share issue 22,763 - - - - 22,763
Acquisition of non- - - - (5,543,819) 5,543,819 -
controlling interests
Net exchange - - - 173,035. - 173,035
movement in translation
of reserves
Balance at 31 117,653 6,403,918 (186,338) (48,690,388) - (42,355,155)

December 2017

The notes on pages-14 to 43 form part of these financial statements.

11



Company Statement of changes in equity

at 31 December 2017

Balance at 1 January 2016
Profit for the year
New share issue

Share based payment expense

Balance at 31 December 2016

Balance at 1 January 2017
Profit for the year

~New share issue
Share based payment expense

Balance at 31 December 2017

The notes on pages 14 to 43 form part of these financial statements.

Share'

Capital

94,890

94,890

Share
Capital

94,890

22,763

117,653

UC Group Limited
Annual report and financial statements
31 December 2017

. Company
Share Premium  Retained Earnings
: Total
6,403,918 2,188,494 8;687,302
- . 512,443 512,443
6,403,918 2,700,937 9,199,745
Company
Share Premium  Retained Earnings
Total
6,403,918 2,700,937 9,199,745
- 1,297,562 1,297,562
- - 22,763
6,403,918 3,998,499 10,520,070

12
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Consolidated Cash Flow Statement .
For the year ended 31 December 2017
2017 2016
‘ Notes £ £
Cash flows from operatfng activities
Operating loss for the financial year . (21,059,027) (2,685,542)
Adjustments for:
Amortisation of intangible assets 10 342,097 . 403,968
Impairment of intangible assets - 10 757,950 416,811
Depreciation of tangible assets 11 812,750 569,572
Foreign exchange loss - (299,311)
Other income . 7 (1,219,584) (2,065,055)
Financial expense 8 12,131,629 3,423,495
Increase in trade and other debtors (5,399,267) ' (7,312,305)
Increase in trade creditors (23,693,072) 38,859,260
Cash inflow from operations (37,326,524) 31,310,893
Incomie taxes paid : . - -
Net cash inflow from operating activities ) (37,326,524) 31,310,893
Cash flows from financing activities
Interest paid . (840,672) (843,212)
Tax credit ' - -
Net cash outflow from financing activities (840,672) (843,212)
Cash flows from investing activities
Proceeds from financial assets classified as available- for-sale 15 N 1,423,780
Purchases of tangible assets ) 11 ) (334,050) , (526,693)
Purchases of intangible assets . 10 (1,195,376) (1,440,795)
Net cash outflow from investing activities (1,529,426) (543,708)
Cash flows from financing activities
Proceeds from the issuance of share capital - -
Receipt of loan monies 32,620,095 -
Drawdown on Finance Lease ' 17 - -
Repayment of bank loans (27,000,000) -
Repayment of finance lease obligations (214,816) (69,862)
Repayment of related party loans ’ - -
Net cash used in financing activities 5,405,279 . (69,862)
Net increase in cash and cash equivalents (34,291,343) 29,854,111
Foreign exchange translation adjustment 2,323,889 (319,240)
Cash and cash equivalents at the beginning of year 35,200,895 5,666,024
Cash and cash equivalents at end of year . ' 3,233,441 35,200,895

The notes on pages 14 to 43 form part of these financial statements.

13
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Notes to the financial statements
(forming part of the financial statements)

1.

1.1

Significant Accounting policies

The following accounting policies have been applied consistently in dealing with items which are considered

" material in relation to the financial statements:

Basis of preparation and compliance with accounting standards

The consolidated financial statements comprise UC Group Limited, the Parent Company, and its subsidiaries (the
“Group™). The Parent Company is domiciled and incorporated in the United Kingdom. The Parent Company’s
registered address is 40 Bank Street, London E14 SNR, UK.

The group financial statements consolidate those of the Company and its subsidiaries (together referred to as the
“Group”). The parent company financial statements present information about the Company as a separate entity
and not about its group. :

The group financial statements have been prepared and approved by the directors in accordance with International
Financial Reporting Standards as adopted by the EU (“Adopted IFRSs™). The Company has elected to prepare its
parent company financial statements in accordance with FRS 101, these are presented on pages 10 and 12:

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods
presented in these group financial statements.

1.2 Basis of preparation - company

These financial statements were prepared in accordance with Financial Reporting Standard 101 Reduced
Disclosure Framework (“FRS 101”). The financial statements are prepared under the historical cost convention.

In preparing these financial statements, the Company applies the recognition, measurement and disclosure
requirements of International Financial Reporting Standards as adopted by the EU (“Adopted IFRSs”), but makes
amendments where necessary in order to comply with Companies Act 2006 and has set out below where advantage
of the FRS 101 disclosure exemptions has been taken.

Under Section 408 of the Companies Act 2006 the company is exempt from the requirement to present its own
profit and loss account. Under FRS 101 the Company is exempt from the requirement to prepare a cash flow
statement on the grounds that a parent undertaking includes the Company in its own published consolidated
financial statements.

In these financial statements, the Company haé applied the exemptions available under FRS 101 in respect of the
following disclosures

e A Cash Flow Statement and related notes;

e Comparative period reconciliations for share capital, tangible fixed assets and intangible assets.
e Disclosures in respect of transactions with wholly owned subsidiaries;

e Disclosures in respect of capital management;

e The effects of new but not yet effective IFRSs;

e  An additional balance sheet for the beginning of the earliest comparative périod.

e Disclosures in respect of the compensation of Key Management Personnel; and
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1.

1.3

1.4
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Acéounting polices (continued)

As the consolidated financial statements include the equivalent disclosures, the Company has also taken the
exemptions under FRS 101 available in respect of the following disclosures:

e [FRS 2 Share Based Payments in respect of group settled share based payments

e  Certain disclosures required by IAS 36 Impairment of assets in respect of the impairment of goodwill and
_indefinite life intangible assets;

o  Certain disclosures required by IFRS 13 Fair Value Measurement and the disclosures required by IFRS 7
Financial Instrument Disclosures.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods
presented in these financial statements.

Judgements made by the directors, in the application of these accounting policies that have significant effect on
the financial statements and estimates with a significant risk of material adjustment in the next year are discussed
in note 3.

Basis of preparation - group
The financial statements are prepared under the historical cost convention.
Measurement convention

The financial statements are prepared on the historical cost basis except for fmanmal instruments classified as
available-for-sale which are stated at their fair value.

Going concern

As at 31 December 2017, the group had cash of £3.2m (2016: £35.2m), net current liabilities of £47.5m (2016:
£28.1m) and net liabilities of £42.4m (2016: £22.6m), of which £30.7m related to the cap1tal and accrued interest
amounts due under the Facilities Agreement entered into in November 2017.

The d1rectors have prepared forecasts for the company for a period of at least 12 months from the date of
authorisation of these financial statements that show that the group expects to be able to operate within the existing
facilities should they remain available to the group, subject to continued additional support from either existing
and potential shareholders, and/or the existing lenders. Therefore, having made enquiries, and having also received
the ongoing support of a related company, Mansion Associates Ltd, the directors are satisfied that they have a
reasonable expectation that the group has reasonable prospects to continue in operational existence for the
foreseeable future.

The group’s external financing of £27m and €4m is, per the Facilities Agreement, due for repayment in November
2020, potentially extending to 2021. However, given a potential technical breach of its covenants at the date of
signing these statements the debt provider’s facilities are deemed to be due on demand and the debt provider could
exercise their rights under the Facilities Agreement but they have not done so. Given that the business is performing
well, any enforcement of such rights would likely impact their own recovery and mgmﬁcantly diminish the value
of the group as a whole.

The covenant certificate for 30 June 2018 has not yet been agreed but may show a breach.

The directors expect to be able to repay the group’s external debt through a refinancing by alternative equity and
/ or debt rather than through operational cash flow. Discussions about the refinancing of the group are in progress

- and these are expected to result in the provision of new facilities, although completion is subject to concluding a

transaction with existing or new investors.

The continued availability of the external loan or the availability of appropriate alternative funding represents a
material uncertainty that may cast significant doubt on the group’s ability to continue as a going concemn. The
group may, therefore, be unable to continue realising its assets and discharging its liabilities in the normal course
of business but the financial statements do not include any adjustments that would result from the going concern
basis being inappropriate. '
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1.

1.6

1.7

Accounting polices (continued)

Given the strong trading performance of the group since 31 December 2017, as well as its forecasts into 2018 and
beyond, and the current discussions with existing and potential shareholders over the refinancing of the group that
are in progress, the directors continue to adopt the going concern basis in the preparation of the financial
statements. .

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its subsidiary
undertakings made up to 31 December 2017. The acquisition method of accounting has been adopted. Under
this method, the results of subsidiary undertakings acquired or disposed of in the year are included in the
consolidated profit and loss account from the date of acquisition or up to the date of disposal.

Under Section 408 of the Companiés Act 2006 the Company is exempt from the requirement to present its own -
profit and loss account

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed to, or has rights
to, variable returns from its involvement with the entity and has the ability to affect those returns through its power
over the entity. In assessing control, the Group takes into consideration potential voting rights that are currently
exercisable. The acquisition date is the date on which control is transferred to the acquirer. The financial statements
of subsidiaries are included in the consolidated financial statements from the date that control commences until
the date that control ceases. Losses applicable to the non-controlling interests in a subsidiary are allocated to the
non-controlling interests even if doing so causes the non-controlling interests to have a deficit balance.

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group
transactions, are eliminated. Unrealised gains arising from transactions with equity-accounted investees are
eliminated against the investment to the extent of the Group’s interest in the investee. Unrealised losses are
eliminated in the same way as unrealised gains, but only to the extent that there is no evidence of impairment.

i

Research and development
Expenditure on research activities is recognised in the income statement as an expense as it is occurred.

Expenditure on development activities is capitalised if the product or process is technically and commercially
feasible and the Group intends to and has the technical ability and sufficient resources to complete development,
future economic benefits are probable and if the Group can measure reliably the expenditure attributable to the
intangible asset during its development. Development activities involve a plan or design for the production of new
or substantially improved products or processes. The expenditure capitalised includes the cost of materials, direct
labour and an appropriate proportion of overheads and capitalised borrowing costs. Other development expenditure
is recognised in the income statement as an expense as incurred. Capitalised development expenditure is stated at
cost less accumulated amortisation and less accumulated impairment losses. :

An internally-generated intangible asset arising from the company’s development is recognised only if all of the
following conditions are met:

e  an asset is created that can be identified (such as software and new processes);

e itis probable that the asset created will generate future economic benefits; and

o the development cost of the asset can. be measured reliably. Internally-generated intangible assets are
amortised on a straight-line basis over their useful lives.

Where no internally-generated intangible asset can be recognised, development expenditure is recognised as an
expense in the period in which it is incurred.
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1.8 Website development costs

Design and content development costs are capitalised only to the extent that they lead to the creation of an enduring
asset delivering benefits at least as great as the amount capitalised. If there is insufficient evidence on which to
base reasonable estimates of the economic benefits that will be generated in the period until the design and content
are next updated, the cost of developing the design and the content are charged to the profit and loss account as
incurred.

1.9 Amqrtisation

Amortisation is charged to the income statement on a straight-line basis over the estimated useful lives of intangible
assets unless such lives are indefinite. Intangible assets with an indefinite useful life and goodwill are
systematically tested for impairment at each balance sheet date. Other intangible assets are amortised from the date
they are available for use. .

1.10 Patents

Patents are valued at historic cost. Patents-have a finite life and are carried at cost less accumulated amortisation.
Amortisation is calculated to write off the cost in equal annual instalments over their estimated useful lives (20
years). ‘

1.11 Leases

Leases in which the Group assumes substantially all the risks and rewards of ownership of the leased asset are
classified as finance leases. Leased assets acquired by way of finance lease are stated at an amount equal to the
lower of their fair value and the present value of the minimum lease payments at inception of the lease, less
accumulated depreciation and less accumulated impairment losses. Lease payments are accounted for as described
below.

Depreciation is charged to the income statement on a straight-line basis over the estimated useful lives of each part
of an item of property, plant and equipment. Land is not depreciated. The estimated useful lives are as follows:

* Computer hardware, software and websites — over 3 years
* Fixtures, fittings and equipment — over 3 years

Depreciation methods, useful lives and residual values are reviewed at each balance sheet date.

1.12 Tangible fixed assets and depreciation

Tangible fixed assets are stated at cost less accumulated depreciation and provision for impairment, where
impairment is expected to be permanent. Depreciation is provided at rates calculated to write off the cost less
estimated residual value of each asset over its expected useful life.
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1. Accounting polices (continued)

1.13 Intangible fixed assets and depreciation
Computer software licences

Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and bring to use
the specific software. These costs are amortised on a straight-line basis over their estimated useful lives of three
years. Costs associated with maintaining computer software programmes are recognised as an expense as incurred.

The assets’ carrying amounts and useful lives are reviewed and adjusted, if appropriate, at the end of each repf;rting
period. )

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount
is greater than its estimated recoverable amount.

Other licences

Expenses incurred in relation to acquiring principal membership status with two card schemes are capitalised and
shown at historical cost. The assets are amortised on a straight-line basis over three years, and are carried at cost
less accumulated impairment losses.

The assets’ carrying amounts and useful lives are reviewed and adjusted, if appropriate, at the end of each reporting
period. An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying
amount is greater than its estimated recoverable amount.

1 .14 Investments

Fixed assets investments are stated at cost less provision for diminution in value.

1.15 Pensions

" The pension costs charged in the financial statements represent the contributions payable by the company during
the year. '

1.16 Taxation
"Corporation tax payable is provided on taxable profits at the current rates.

Deferred tax is provided in full on all timing differences that resuit in an obligation at the balance sheet date to pay
more tax, or a right to pay less tax, at a future date, at rates expected to apply when they crystallise based on the
current tax rates and law. Timing differences arise from the inclusion of items of income and expenditure in
taxation computations of periods different from those in which they are included in the financial statements.
Deferred assets are recognised to the extent that it is regarded as more likely than not that they will be recovered.
Deferred tax assets and liabilities are not discounted. .

1.17 Foreign currency

Transactions in foreign currencies are translated to the respective functional currencies of Group entities at the
foreign exchange rate ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies at the balance sheet date are retranslated to the functional currency at the foreign exchange rate ruling
at that date. Foreign exchange differences arising on translation are recognised in the income statement. Non-
monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are translated
using the exchange rate at the date of the transaction.

18



1.

- UC Group Limited
Annual report and financial statements
31 December 2017

Notes (continued)

Accounting pqlices (continued)

1.17 Foreign currency (continued)

Non-monetary assets and liabilities denominated in foreign currencies that are stated at fair value are retranslated
to the functional currency at foreign exchange rates ruling at the dates the fair value was determined.

The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising on
consolidation, are translated to the Group’s presentational currency, Sterling, at foreign exchange rates ruling at
the balance sheet date. The revenues and expenses of foreign operations are translated at an average rate for the
year where this rate approximates to the foreign exchange rates ruling at the dates of the transactions. ’

Exchange differences arising from this translation of foreign operations are reported as an item of other
comprehensive income and accumulated in the translation reserve or non-controlling interest, as the case may be.
When a foreign operation is disposed of, such that control, joint control or significant influence (as the case may
be) is lost, the entire accumulated amount in the foreign currency translation reserve, net of amounts previously
attributed to non-controlling interests, is recycled to profit or loss as part of the gain or loss on disposal. When the
Group disposes of only part of its interest in a subsidiary that includes a foreign operation while still retaining
control, the relevant proportion of the accumulated amount is reattributed to non-controlling interests. When the
Group disposes of only part of its investment in an associate or joint venture that includes a foreign operation while
still retaining significant influence or joint control, the relevant proportion of the cumulative amount is recycled
to profit or loss.

1.18 Cash held on deposit

Cash is held on deposit in respect of certain customer electronic payment transactions where there is a higher than
normal risk of loss to the payment processor. This cash is held for a fixed period to protect the company and its
financial service providers and is returned to the customer to the extent the deposit is not used. Cash held on
deposit under these arrangements is recorded on the balance sheet as cash, with an equal liability for the amount
held.

1.19 Financial assets

Initial recognition and de-recognition

The Company recognises a financial asset in its statement of financial position when it becomes a party to the
contractual provisions of the instrument. Purchases and sales of financial assets are recognised on the trade date,
which is the date on which the Company commits to purchase or sell the asset. Accordingly, the Company uses
trade date when recording financial asset transactions.

Financial assets are derecognised when the rights to receive cash flows from the financial assets have expired or
have been transferred and the Company has transferred substantially all risks and rewards of ownerslup or the
Company has not retained control of the asset.

Classification

The Company classifies its financial assets in the following categories: loans and receivables and available for
sale. The classification depends on the purpose for which the financial assets were acquired. Management
determines the classification of its financial instruments at initial recognition.

Classification of “financial instruments issued by the Group

Following the adoption of IAS 32, financial instruments issued by the Group are treated as equity only to the extent
that they meet the following two conditions:

(@) they include no contractual obligations upon the group to deliver cash or other financial assets or to
exchange financial assets or financial liabilities with another party under conditions that are potentially
unfavourable to the group; and
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119 Financial assets (continued)

()  where the instrument will or may be settled in the company’s own equity instruments, it is either a non-
derivative that includes no obligation to deliver a variable number of the company’s own equity instruments
or is a derivative that will be settled by the company’s exchanging a fixed amount of cash or other financial
assets for a fixed number of its own equity instruments.

To the extent that this definition is not met, the proceeds of issue are classified as a financial liability. Where the
instrument so classified takes the legal form of the company’s own shares, the amounts presented in these financial
statements for called up share capital and share premium account exclude amounts in relation to those shares.

Non-derivative financial instruments

Non-derivative financial instruments comprise investments in equity and debt securities, trade and other
receivables, cash and cash equivalents, loans and borrowings, and trade and other payables.

Trade and other receivables

Trade and other receivables are recognised iniu'ally at. fair value. Subsequent to initial recognition they are
measured at amortised cost using the effective interest method, less any impairment losses.

Trade and other payables

Trade and other payables are recognised initially at fair value. Subsequent to initial recognition they are measured
at amortised cost using the effective interest method

Other investments in debt and equity securities held by the Group are classified as being available-for-sale and are
stated at fair value, with any resultant gain or loss being recognised directly in equity (in the fair value reserve),
except for impairment losses and, in the case of monetary items such debt securities, foreign exchange gains and
losses. When these investments are derecognised, the cumulative gain or loss previously recognised directly in
equity is recognised in profit or loss. Where these investments are interest-bearing, interest calculated using the
effective interest method is recognised in profit or loss.

1.20 Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market, other than:

() those that the Company intends to sell immediately or in the short term, which are classified as held-for-
trading, and those that the entity upon initial recognition designates as at fair value through profit or loss;

®) those that the Company upon initial recognition designates as available-for-sale; or

(©) those for which the holder may not recover substantially all of their initial investment, other than because
of credit deterioration. : . ,

Loans and receivables mainly consist of loans and advances to companies’ funds receivable from card schemes
and funds advanced as collateral. They are initially recognised at fair value - which is the cash consideration to
originate or purchase the loan including any transaction costs - and measured subsequently at amortised cost using
the effective interest rate method. Amortised cost is the initial measurement amount adjusted for the amortisation
of any différence between the initial and maturity amounts using the effective interest method.

The effective interest method is a method of calculating the amortised cost of a financial asset or a financial liability
(and groups of financial assets or financial liabilities) and of allocating the ‘Net interest income’ over the relevant
period. . .
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1. Accounting polices (continued)

1.21 Available-for-sale firiancial assets

Available-for-sale investments are financial assets that are intended to be held for an indefinite period of time,
which may be sold in response to needs for liquidity or changes in interest rates, exchange rates or equity prices,
or that are not classified as loans and receivables or financial assets at fair value through profit or loss.

1.21 Available-for-sale financial assets (continued)

Available-for-sale financial assets are initially measured at fair value plus direct and incremental transaction costs.
They are subsequently re-measured at fair value, and changes therein are recognised in other comprehensive
income until the financial assets are either sold or become impaired. When these investments are derecognised,
the cumulative gain or loss previously recognised directly in equity is recognised in profit or loss. Where these
investments are interest-bearing, interest calculated using the effective interest method is recognised in profit or
loss. as ‘Net gains on sale of available-for-sale financial investments’.

Available-for-sale financial assets include units in money market funds.

1.22 Impairment of financial assets
Assets carried at amortised cost

The Company assesses at the end of each reporting period whether there is objective evidence that a financial asset
or group of financial assets is impaired. A financial asset or a group of financial assets is impaired and impairment.
losses are incurred only if there is objective evidence of impairment as a result of one or more events that occurred
after the initial recognition of the asset (a ‘loss event’) and that loss event (or events) has an impact on the estimated
future cash flows of the financial asset or group of financial assets that can be reliably estimated.

The criteria that the Company uses to determine that there is objective evidence of an impairment loss include:
(a) significant financial difficulty of the obligor;

®) a breach of contract, such as a default or delinquency in interest or principal payments;

©) it becomes probable that the obligor will enter bankruptcy or other ﬁnancial reorggm'sation.

The amount of the loss is measured as the difference between the asset’s carrying amount and the present value of

estimated future cash flows (excluding future credit losses that have not been incurred) discounted at the financial

~ asset’s original effective interest rate. The carrying amount of the asset is reduced through the use of an allowance
"account and the amount of the loss is recognised in profit or loss.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively
to an event occurring after the impairment was recognised (such as an improvement in the debtor’s credit rating),
the previously recognised impairment loss is reversed by adjusting the allowance account. The amount of the
reversal is recognised in profit or loss.

Assets classified as available-for-sale

Auvailable-for-sale financial assets are assessed at the end of each reporting period for objective evidence of
impairment. If such evidence exists as a result of one or more events that occurred after the initial recognition of
the financial asset (a ‘loss event’) and that loss event has an impact, which can be reliably measured, on the
estimated future cash flows of the financial asset an impairment loss is recognised.

If the available-for-sale financial asset is impaired, the difference between the financial asset’s acquisition cost
and the current fair value, less any previous impairment loss recognised in profit or loss, is reclassified from other
comprehensive income and recognised in profit or loss as a reclassification adjustment.
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1.22 Impairment of financial assets (continued)

2
In assessing objective evidence of impairment of equity securities at the reporting date the Company considers all
available evidence, including observable data or information about events specifically relating to the issuer, and
also to information about significant changes in technology, markets, economics or the law that provides evidence
that the cost of the equity securities may not be recovered.

A significant or prolonged decline in the fair value of the equity security classified as available-for-sale below its
cost is also objective evidence of impairment. In assessing whether it is significant, the decline in fair value is
evaluated against the original cost of the asset at initial recognition. In assessing whether it is prolonged, the decline
is evaluated against the continuous period in which the fair value of the asset has been below its original cost at
initial recognition.

Once an impairment loss has been recognised all subsequent increases in the fair value of an available-for-sale
equity security are treated as a revaluation and are recognised in other comprehensive income. Impairment losses
recognised on the equity security.are not reversed through profit or loss. Subsequent decreases in the fair value of
the available-for-sale equity security are recognised in profit or loss, to the extent that further cumulative
impairment losses have been incurred. '

1.23 Trade and other receivables

Trade receivables are amounts due from customers for services performed in the ordinary course of business. If
collection is expected in one year or less (or in the normal operating cycle of the business if longer), they are
classified as current assets. If not, they are presented as non-current assets.

Trade receivables include receivables from card schemes for transactions processed on behalf of merchants where
the Company is a member of that particular card scheme.

Trade and other receivables are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest method, less provision for impairment. A provision for impairment of trade and other
receivables is established when there is objective evidence that the Company will not be able to collect all amounts
due according to the original terms of the receivables. Significant financial difficulties of the debtor, probability
that the debtor will enter bankruptcy or financial reorganisation, and defauit or delinquency in payments are
considered indicators that the receivable is impaired.

The amount of the provision is the difference between the asset’s carrying amount and the present value of
estimated future cash flows, discounted at the original effective interest rate. The carrying amount of the asset is
reduced through the use of an allowance account, and the amount of the loss is recognised in profit or loss. When
a receivable is uncolléctible, it is written off against the allowance account for trade and other receivables.
Subsequent recoveries of amounts previously written off are credited in profit or loss.

1.24 Cash and cash equivalents

Cash and cash equivalents comprise cash balances, call deposits and all liquid investments with an initial maturity
of three months or less when purchased. Bank overdrafis that are repayable on demand and form an integral part
of the Group’s cash management are included as a component of cash and cash equivalents for the purpose only
of the cash flow statement. Cash and cash equivalents also include seftlement related cash balances, which
represent surplus funds that the Company holds when the incoming amount from card schemes precedes the
funding obligation to the merchant. These amounts also include cash that the Company holds related to reserve -
funds withheld from merchants that serve as collateral to minimise contingent liabilities associated with any losses
that may occur under the merchant agreement. The Company records a corresponding liability for settlement
processing obligations in the statement of financial position.

For the purposes of the statement of cash flows, cash and cash equivalents comprise deposits held at call with
banks. :
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1.25 Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs. Subsequent to
initial recognition, interest-bearing borrowings are stated at amortised cost using the effective interest method, less
any impairment losses.

1.26 Trade and other payables

Trade payables comprise obligations to pay for goods or services that have been acquired in the ordinary course
of business from suppliers. Accounts payable are classified as current liabilities if payment is due within one year
or less (or in the normal operating cycle of the business if longer). If not, they are presented as non-current
liabilities.

Trade payables include settlement processing obligations representing transactions that have been processed but
not yet funded together with funds withheld from merchants that serve as collateral to minimise contingent
liabilities associated with any losses that may occur under the merchant agreement (“merchant rolling reserve”).

Trade and other payables are recognised mma]ly at falr value and subsequently measured at amortised cost using
the effective interest method.

1.27 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the statement of financial position when
there is a legally enforceable right to set off the recognised amounts and there is an intention to settle on a net
basis, or realise the asset and settle the liability simultaneously.

1.28 Current and deferred tax

The tax expense for the period comprises current and deferred tax. Tax is recognised in profit or loss, except to
the extent that it relates to items recognised in other comprehensive income or directly in equity. In this case, the
tax is also recognised in other comprehensive income or directly in equity, respectively.

Deferred tax is recognised, using the liability method, on temporary differences arising between the tax bases of
assets and liabilities and their carrying amounts in the financial statements. However, deferred tax liabilities are
not recognised if they arise from the initial recognition of goodwill; deferred tax is not accounted for if it arises
from initial recognition of an asset or liability in a transaction other than a business combination that at the time
of the transaction affects neither accounting nor taxable profit or‘loss.

Deferred tax is determined using tax rates (and laws) that have been enacted or substantially enacted by the end of
the reporting period and are expected to apply when the related deferred tax asset is realised or the deferred tax
liability is settled. Deferred tax assets are recognised only to the extent that it is probable that future taxable profit
will be available against which the temporary differences can be utilised.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets
against current tax liabilities and when the deferred tax assets and liabilities relate to income taxes levied by the
same taxation authority on either the same taxable entity or different taxable entities where there is an intention to
settle the balances on a net basis.
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1.29 Revenue recognition

Revenue comprises the fair value of the consideration or receivable for the sale of services in the ordinary course
of the Company’s activities. Revenue is shown net of value-added tax, returns, rebates and discounts. Revenue
streams of the business are Electronic Payment Services and Acquiring Merchant Services, both of which typically
recognise levels of transactions (based on number and value). -

The Company recognises revenue when the amount of revenue can be reliably measured, it is probable that future
economic benefits will flow to the entity and when specific criteria have been met for each of the Company’s
activities. Revenue from services is generally recognised in the period the services are provided, based on the
services performed to date as a percentage of the total services to be performed.

1.30 Share based payments
Share-based payment transactions

Share-based payment arrangements in which the Group receives goods or services as consideration for its own
equity instruments are accounted for as equity-settled share-based payment transactions, regardless of how the
equity instruments are obtained by the Group.

The grant date fair value of share-based payment awards granted to employees is recognised as an employee expense,
with a corresponding increase in equity, over the period that the employees become unconditionally entitled to the
awards. The fair value of the options granted is measured using an option valuation model, taking into account the
terms and conditions upon which the options were granted. The amount recognised as an expense is adjusted to
reflect the actual number of awards for which the related service and non-market vesting conditions are expected to
be met, such that the amount ultimately recognised as an expense is based on the number of awards that do meet the
related service and non-market performance conditions at the vesting date. For share-based payment awards with
non-vesting conditions, the grant date fair value of the share-based payment is measured to reflect such conditions
and there is no true-up for differences between expected and actual outcomes.

The group has issued share options to certain directors and employees. These are measured at fair value and
recognised as an expense in the profit and loss account with a corresponding increase in equity. The fair value of
the options was estimated at the date of grant using the option-pricing model. The fair value will be charged as an
expense in the profit and loss account over the vesting period. The charge is adjusted each year to reflect the
expected and actual level of vesting,

1.31 Finance leases '

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other leases are classified as operating leases.

Assets held under finance leases are recognised as assets of the corpany at their fair value or, if lower, at the
present value of the minimum lease payments, each determined at the inception of the lease. The corresponding
liability to the lessor is included in the balance sheet as a finance lease obligation. Minimum lease payments are
apportioned between the finance charge and the reduction of the outstanding liability. The finance charge is
allocated to each period during the lease term so as to produce a constant periodic rate of interest on the remaining
balance of the liability. : '

Payments made under operating leases are recognised in the income statement on a straight-line basis over the
term of the lease. Lease incentives received are recognised in the income statement as an integral part of the total
lease expense.
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1.32 Financing income and expenses

Financing expenses comprise interest payable, finance charges on shares classified as liabilities and finance leases
recognised in profit or loss using the effective interest method, unwinding of the discount on provisions, and net
foreign exchange losses that are recognised in the income statement (see foreign currency accounting policy).
Borrowing costs that are directly attributable to the acquisition, construction or production of an asset that takes a
substantial time to be prepared for use, are capitalised as part of the cost of that asset. Financing income comprise
interest receivable on funds invested, dividend income, and net foreign exchange gains.

Interest income and interest payable is recognised in profit or loss as it accrues, using the effective interest method.
Dividend income is recognise.d in the income statement on the date the entity’s right to receive payments is
established. Foreign currency gains and losses are reportéd on a net basis. . '

2. Financial Instruments

2.1 Financial risk factors

The Company’s activities potentially expose it to a variety of financial risks including credit risk, market risk,
specifically foreign exchange risk, and liquidity risk. Accordingly, the directors provide principles for overall risk
management as well as policies covering specific areas. In order to manage these risks, the Company did not make
use of derivative financial instruments to hedge certain risk exposures during the current and preceding financial
year.

(a) Credit risk

The Company’s exposures to credit risk as at the end of the reporting periods based on carrying amounts as reported
in the statement of financial position for on-balance sheet financial assets are analysed as follows:

2017 2016

£ £

Financial assets classified as available-for-sale (Note 15) 4 4,017,477 -
Trade and other receivables (Note 16) : 11,165,674 24,651,913
Cash and cash equivalents 3,233,441 35,200,895
18,416,592 59,852,808

Trade and other receivables consist of €1,337,971 (2016. €8,343,711) of deposits held with reputable financial
institutions of high quality rating, as a financial safeguard in relation to Visa and Mastercard (‘the card schemes’)
together with an amount of €11,245,744 (2016: €16,225,580) representing funds receivable from card schemes
relating to transactions processed in the last few processing days of the year.

Whilst the Company notionally has concentration risk in respect of having receivables from two card schemes,
these card schemes are underpinned by financial stability/creditworthiness within the wider financial markets.
Card schemes interpose themselves between issuing and acquiring banks to ensure the performance of transactions
being processed by using several layers of financial safeguards to cover losses resulting from the default of one or
more members. Accordingly, the credit risks emanating from the Company’s exposures to card schemes are
deemed by the directors to be immaterial. ‘
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2. Financial Instruments (continued)

Credit concentration risk also exists with respect to the Company’s cash equivalents, which are held with a
reputable financial institution of high quality standing or rating.

As at 31 December 2017, the Company’s trade and other receivables were materially fully performing. All the
receivables from card schemes outstanding at year end were settled within days from the end of the reporting
period. The Company assesses the credit quality of its trade and other receivables taking into account the financial
position, past experience and other factors relating to the receivable.

The Company is also exposed to credit risk to the extent that the card schemes of which it is a Member may
chargeback credit card purchases. In order to manage its credit risk exposures arising from its payment processing
operations, the Company compiles and updates due diligence reports in respect of its merchants and establishes
appropriate transaction volumes and value limits. The Company monitors its merchants’ adherence to limits in
relation to charge-backs on a daily basis to prevent any collection losses that are inherent in the Company’s
payment processes. " '

The concentration of credit risk for trade receivables at the balance sheet date by geographic region was:

2017 2016

. 4 £ £

UK . 766,984 560,990
.Rest of Europe ) 1,101,526 351,907
USA 299,182 556,973
Rest of the world 27,980 335,715
2,195,672 1,805,585

There are no significant concentrations of credit risk within the Company unless otherwise disclosed. The
maximum credit risk exposure relating to financial assets is represented by carrying value as at the balance sheet
date. The Company has established procedures to minimise the risk of default by trade debtors including credit
checks undertaken before a customer is accepted. Historically, these procedures have proved effective in
minimising the level of impaired and past due debtors. ‘

Credit quality of financial assets and impairment losses

The ageing of trade receivables at the balance sheet date was:

Gross Impairment ’ Gross - Impairment

2017 2017 2016 2016

g £ £ £

not past due 883,576 - 1,133,295 -
Past due 0-30 days 156,010 - 230,594 ' -
Past due 31-120 days 21,490 - 72,383 L.
More than 120 days 1,134,746 (150) 369.463 (150)
Total 2,195,822 (150) 1,805,735 (150)
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2.

Financial Instruments (continued)

The movement in the allowance for impairment in respect of trade receivables during the year was as follows:

2017 2016
£ ) £
Balance at | January asm (150)
Impairment loss recognised ;- -
Impairment loss reversed : ‘ - -
Balance at 31 December ' C(150) (150)
(b) Market Risk

Foreign exchange risk

Foreign exchange risk arises from future commercial transactions and recognised assets and liabilities which are
denominated in a currency that is not the entity’s functional currency. The Company takes on exposures to the
effects of fluctuations in the prevailing foreign currency exchange rates on its financial position and cash flows.

* Foreign exchange risk is the risk to earnings and value caused by a change in foreign exchange rates. To reduce

its currency exposure, the Company generally matches its asset and liability positions represented by the amounts
due by acquirers and other payment service providers and the relative amounts due to the merchants. The remaining
open foreign exchange exposures mainly consist of part of the funds advanced as collateral to card schemes, bank
balances and part of the amounts payable to group undertakings denominated in foreign currency.’

The net open currency exposure at the end of the reporting period amount to €1,216,454 (2016: €1,513,711), which
is denominated in US dollar. The Company does not apply hedging techniques in respect of foreign exchange risk.
Under the scenario that the euro appreciates/depreciates by 20% against the United States Dollar (USD), the effect
would be a decrease/increase of €243,291 (2016: €302,742) in the carrying amount of financial instruments w1th
the adverse/favourable impact recogmsed in profit or loss.

The Group’s exposure to foreign currency risk is as follows. This is based on the carrying amount for monetary
financial instruments:

31 December 2017 Sterling Euro  US Dollar Other Total
' £ £ £ £ £
Cash and cash equivalents 82,313 173,701 418,968 2,558,458 3,233,440
Trade receivables 704,040 86,890 1,403,750 992 2,195,672
Amounts due from acquirer - - 9,978,478 - 9,978,478
Current Collateral 200,000 - - - 200,000
Collateral with schemes - 1,187,197 3,817,477 - 5,004,674
Secured bank loans (27,045,518) - (3,649,219) . - (30,694,737)
Finance leases (272,380) . . - (272,380)
Trade payables (3,070,030) (117,065)  (4,737,302) @nn . (7,929,124) i
Amounts due to merchants (11,300,105) (3,637,935)  (14,118,083) (48,637) (29,104,760)
Balance sheet exposure (40,701,680) ! (2,307,212) (6,885,931) 2,506,086 (47,388,737)
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2. Financial Instruments (continued)

'31 December 2016 Sterling Euro  US Dollar Other Total

£ £ £ £ . £
Cash and cash equivalents 728,627 1,430,852 25,157,810 7,883,606 35,200,895
Trade receivables 1,106,818 695,186 2,589 992 1,805,585
Amounts due from card
schemes 6,005,140 1,844,990 3,886,823 2,113,308 13,850,261
Current Collateral . 5,830,129 146,338 - 5,976,467
Collateral with schemes - - 1,145,778 - - 1,145,778 °
Secured bank loans (18,444,722) - - - (18,444,722)
Trade payables (1,480,444) (3,891,031) - (263,832) (5,041) (5,640,348)
Amounts due to merchants (9,884,628) (11,060,615)  (30,541,364) (4,509,306) (55,995,913)
- Balance sheet exposure (21,969,209) (5,150,489) (465,858) 5,483,559 (22,101,997)

Interest rate risk

Cash flow interest rate risk is the risk that the future cash flows of a financial instrument will fluctuate because of
changes in market interest rates. As the Company has no significant interest-bearing assets that mature in the long-
term, its income and operating cash flows are substantially independent of changes in market interest rates. The
Company’s cash flow interest rate risk arises from cash and cash equivalents. Up to ‘the reporting date, the
Company did not have any hedging policy with respect to interest rate risk as exposure to such risk was not deemed
to be significant by the directors since these assets are of a short-term nature. Management considers the potential
impact on profit or loss of a defined interest rate shift that is reasonably possible at the reporting date to be
immaterial. Fair value interest rate risk is the risk that the value of a financial instrument will fluctuate because of
changes in market interest rates. The Company is not exposed to fair value interest rate risk.

Fair value risk

The Company is exposed to market risk arising from the available-for-sale financial assets which comprise an
investment in a money market fund. A 5% strengthening in the net asset value of the fund will positively affect
other comprehensive income by £190,957 whilst a weakening in net asset value would have an equal but opposite
effect. The fair values of financial assets and liabilities measured at amortised cost are not matenially different
from their carrying amount. -~

(c) Liquidity risk

The Group is exposed to liquidity risk in relation to meeting future obligations associated with its financial
liabilities, which comprise principally settlement processing obligations and other liabilities (refer to Note 17 and
18). Prudent liquidity risk management includes maintaining sufficient cash and committed credit lines to ensure
the availability of an adequate amount of funding to meet the Company’s obligations.

The Group manages this risk, by monitoring future cash flows together with changes in available liquidity on a
regular basis. Senior management is updated on a regular basis on the cash flow position of the Company.
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The Group financial projections reveal that the financial performance of the Group is expected to imprové in the
foreseeable future thereby generating net cash inflows subsequent to the end of the reporting period.

' The loan principal is due within one year or on demand £32,875,411 (2016: £17,956,850)

31 December 2017 1 year or less 1 to 2 years 2 to S years Total
Finance lease liabilities £180,701 £86,003 . £5,675 £272,379
31 December 2016 1 year or less 1 to 2 years 2 to S years Total -
Finance lease liabilities £214,816 £183,777 £89,279 £487.872

2.2 Capital risk management

The objectives of Secure Trading Financial Service Ltd (a Group Subsidiary Undertakings) while managing capital
are to comply with the minimum capital requirements required by the Malta Financial Services Authority
(“MFSA”) and to safeguard Secure Trading Financial Service Litd’s ability to continue as a going concern so that
it can provide returns for sharcholders and benefits for other stakeholders.

In order to maintain or adjust the capital structure, Secure Trading Financial Service Ltd may adjust the amount
of dividends paid to shareholders or issue new shares. Secure Trading Financial Service Ltd maintains the level of
capital by reference to its financial obligations and commitments arising from operational requirements. In view
of the nature and stage of the activities, the directors deem the capital level as at the end of the reporting period to
be adequate.

Secure Trading Financial Service Ltd is required to hold minimum capital requirements in compliance with rules
issued by the MFSA. The minimum capital requirement must be maintained at all times throughout the financial
period. Secure Trading Financial Service Ltd monitors its capital level on a regular basis. Any transactions that
may potentially affect the capital requirements are immediately reported to the directors and shareholders for
resolution prior to notifying the MFSA.

During the financial period ended 31 December 2017, Secure Trading Financial Service Ltd met at all times the
minimum capital requirements imposed by the regulatory authority. As at 31 December 2017, the minimum capital
requirement amounted to £1,552,795 (€1,750,000) (2016: £1,739,582 (€2,037,920)) which is lower than the
Group’s own funds amounting to £1,768,098 (€1,992,647) (2016: £2,067,989 (€2,422,649)).

2.3 Fair value of ﬁnancnal instruments

IFRS 13 specifies a hierarchy of valuation techniques based on whether the inputs to those valuation techmques
are observable or unobservable. Observable inputs reflect market data obtained from mdependent sources;
unobservable inputs reflect the Company’s market assumptions.

Fair values are consequently determined according to the following hierarchy:

" e Level 1 — quoted market price: financial instruments with quoted prices for identical instruments in active
markets.

o Level 2 — valuation technique using observable inputs: financial instruments with quoted prices for similar
instruments in active markets or quoted prices for identical or similar instruments in inactive markets and
financial instruments valued using models where all 51gmﬁcant inputs are observable.

e Level 3 —valuation technique with significant unobservable inputs: ﬁnanc1a1 instruments valued using models
" where one or more significant inputs are unobservable.
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Financial instruments carried at fair value
As at 31 December 2017, financial assets classified as available-for-sale amounted to £4,017,477 (2016: £nil).

The best evidence of fair value is a quoted price in an actively traded market. The fair values of financial
instruments that are quoted in active markets are based on bid prices for assets held and offer prices for liabilities
issued. Where a financial instrument has a quoted price in an active market, the fair value of the total holding of
the financial instrument is calculated as the product of the number of units and quoted price. ’

The judgement as to whether a market is active may include, but is not restricted to, the consideration of factors
such as the magnitude and frequency of trading activity, the availability of prices and the size of bid/offer spreads.
The bid/offer spread represents the difference in prices at which a market participant would be willing to buy
compared with the price at which they would be willing to sell.

In the event that the market for a financial instrument is not active, a valuation technique is used Valuauon
techniques may incorporate assumptions about factors that other market participants would use in their valuations,
_including:
e the likelihood and expected timing of future cash flows on the instrument. Judgement may be required to
assess time of future outlook.

e the counterparty’s ability to service the instrument in accordance with its contractual terms. Future cash flows
may be sensitive to changes in market rates; : :

o selecting an appropriate discount rate for the instrument. Judgement is required to assess what a market
participant would regard as the appropriate spread of the rate for an instrument over the appropriate risk-free
rate;

e judgement to determine what model to use to calculate fair value in areas where the choice of valuation model
is particularly subjective, for example, when valuing complex derivative products. -

The financial assets classified as available-for-sale represent the Company’s interest in Visa Europe Limited and
have been determined to be a Level 3 fair value. In accordance with IAS 39, the fair value of available-for-sale
financial assets should be re-measured at each reporting date. Please see Note 15 for further explanation.

3. Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and based on historical experience and other factors including
expectations of future events that are believed to be reasonable under the circumstances. .

In the opinion of the directors, the accounting estimates and judgements made in the course of preparing these
financial statements are not difficult, subjective or complex to a degree which would warrant their descnpnon as
. crmcal in terms of the requirements of IAS 1.
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4. Revenue analysis by type and business segment
The analysis by class of business of the group’s turnover is set out below:

Revenue

Class of business
Electronic payment services
Cyber security services
Acquiring merchant services

5. Operating profit/(loss)

Operating profit/(loss) is stated after charging:

Depreciation of tangible assets

Amortisation of intangible assets

Impairment of intangible assets

Foreign exchange losses

Fees payable to the group’s auditors for the audit of the group’s annual accounts
Taxation services - :

UC Group Limited
Annual report and financial statements
31 December 2017

2017 2016.

£ £
7,838,589 35,388,651
- 1,005,582
21,845,369 3,463,606
29683958 39857839
2017 2016

£ £
812,750 569,572
342,097 403,968
757,950 416,811
1,904,881 1,150,773
150,000 150,000
29,000 29,000

The group is actively building its international technology capabilities, supported by its global i)atent applications, to enter new
and developing markets. These costs are separate to the underlying trading business and are seen by the Board as continuing in

the medium to long-term as the group deploys its strategy.
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Notes (continued)

6. Employee costs

Number of employees

The é.verage monthly number of employees (including directors) during the year was:

Management
Sales and administration

Technical and development
Customer service and support

Employment costs

Wages and salaries
Social security costs
Other pension costs
Redundancy ’
Share based payments

7. Other income

Licence Fees
Sale of top up cards

Gain on Visa transaction

8. Finance expense

On loans
Loan'termination fee
Loan arrangement fee
Finance lease interest
Other

Note

22
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2017
Number

166

2017
£

9,433,924
778,624
216,708

4,386

10,433,642

2017

£
1,000,000
219,584

1,219,584

2017

£
3,418,108
6,803,796
77,032
1,832,693

12,131,629

163

2016
£

6,796,564
642,753
146,121

50,000

7,635,438

2,065,055

2,065,055

2016

£
2,954,934
251,791
101,020
115,750

3,423,495
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9. Taxation
2017 12016

£ £
Corporation tax current year )
UK Corporation tax charge - -
Adjustments in respect of prior years - (191,517)
Foreign tax (credit) / charge . (486,439) 781,357
Current tax (credit) / charge . (486,439) 589,840

Deferred tax

Origination and reversal of timing differences (810,421) (26,319)
Adjustment in respect of prior years - -
Effect of tax rate change on opening balance - -

Deferred tax credit . (810,421) (26,319)

Total tax (credit) / charge (1,296,860) 563,521

\

Factors affecting the tax charge for the year

Loss on ordinary activities before taxation (21,059,027) - (2,685,542)
Loss on ordinary activities before taxation multiplied by standard rate of UK corporation tax (4,053,863) (537,108)
of 19.25%(2016: 20.00%)) :
Effects of:
Non-deductible expenses 1,094,422 80,572
Impact of rate difference between deferred and current tax i 286,177 347,853
Losses 1,361,154 -
Fixed asset differences 15,250 (241)
Excess overseas taxes suffered . : - 789,863
Unrecognised deferred tax asset - 149,308
R&D - _ - (75,209)
Utilisation of brought forward loss _ Vo - -
" Adjustment for prior years , - (191,517)
2,757,003 1,100,629
Total tax (credit) / charge (1,296,860) 563,521

Factors that may affect future current and total tax charges

Reductions in the UK corporation tax rate from 23% to 21% (effective from 1 April 2014) and 20% (effective from 1 April
2015) were substantively enacted on 2 July 2013. Further reductions to 19% (effective from 1 April 2017) and to 18%
(effective 1 April 2020) were substantively enacted on 26 October 2015. The deferred tax asset at 31 December 2016 has
been calculated based on these rates. '

An additional reduction to 17% (effective 1 April 2020) was substantively enacted on 6 September 2016. This will reduce the
company's future current tax charge accordingly.
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10. Intangible Fixed Assets

Group

Cost .

At 1 January 2017
Additions
Transfer

FX adjustment

At 31 December 2017

Amortisation .

At 1 January 2017
Charge for the year
Impairment
Transfer

FX adjustment

At 31 December 2017

Net book value
At 31 December 2017

At 31 December 2016

Group

Cost

At 1 January 2016
Additions
Transfer

FX adjustment

At 31 December 2016

Amortisation

At 1 January 2016
Charge for the year
Impairment

FX adjustment

At 31 December 2016

Net book value
At 31 December 2016

At 31 December 2015
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Development Patents
Costs
£ £
3,688,778 2,879,661
1,195,376 -
(1,505,418) -
50,769 -
3,429,505 2,879,661
611,516 2,121,711
342,097 -
- 757,950
(361,884) -
(59,200) -
532,529 2,879,661
2,896,976 -
3,077,262 757,950
Development Patents
Costs
£ £
1,973,064 2,807,363
1,367,737 73,058
- (760)
347,977 -
3,688,778 2,879,661
222,362 1,647,893
346,961 57,007
- 416,811
42,193 -
611,516 2,121,711
3,077,262 757,950
1,750,702 1,159,470

Total
£

6,568,439
1,195,376
(1,505,418)
50,769

6,309,166

2,733 227
342,097
757,950

(361,884)
(59,200)

3,412,190

2,896,976

3,835,212

Total
£

4,780,427
1,440,795
(760)
347,977

6,568,439

1,870,255
403,968
416,811

42,193

2,733,227

3,835,212

2,910,172
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10. Intangible Fixed Assets (continued)

Company Patents
£

Cost

At 1 January 2017 2,879,660 .

At 31 December 2017 : 2,878,660

Amortisation )

At 1 January 2017 : : 2,121,711

Impairment 757,949

At 31 December 2017 ‘ : ’ 2,878,660

Net book value -

At 31 December 2017

At 31 December 2016 © 757,949

/
. Amortisation and impairment charge
The amortisation and impairment charge is recognised in administrative expenses in the income statement.
Since 2005 the Group has pursued an active policy in the patenting of key intellectual property, primarily related to its US —
based enterprise payments system. Several relevant patents were granted in the USA (3), Japan (3) and China (2) with a
capitalised cost of £0.76m with 20 additional patents pending at 31 December 2016 across America, Asia and Europe.

However, during the year £0.76m (2016: £0.42m) additional amortisation was charged to the consolidated income statement
to reflect older, lapsed patent applications and to fall into line with the IFRS accounting policy standards.
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11. Tangible Fixed Assets

Group

Cost

At 1 January 2017
Additions
Transfer

Disposal

FX Adjustment

At 31 December 2017

Depreciation

At 1 January 2017
Charge for the year
Transfer

Disposal

FX Adjustment

At 31 December 2017
_ Net book value at 31 December 2017
At 31 December 2016

Group

Cost

At 1 January 2016
Additions
Disposal

FX Adjustment

At 31 December 2016

Depreciation

At 1 January 2016
Charge for the year
Disposal

FX Adjustment

At 31 December 2016
" Net book value at 31 December 2016

At 31 December 2015

Computer hardware,
software and
websites

£

3,044,849

191272
1,505,418
(2,342,405)
(118,514)

2,280,620

2,457,830
662,362
361,884

(2,038,005)
(70,205)

1,373,866

Computer hardware,
software and

websites’

£

2,739,751

340,859
(52,481)
16,720

3,044,849

1,965,719
510,475
(27,254)

8,890

2,457,830
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Fixtures,
fittings &
equipment
£

443,975
142,778

(107,712)
(24,565)

454,476

224,319
150,388

(107,712)
(21,369)

245,626

Fixtures,
fittings &
equipment
£

244,680
185,834

13,461

443,975

160,049
59,097

5173

224,319

Total

£

3,488,824
334,050
1,505,418
(2,450,117)
(143,079)

2,735,096

2,682,149
812,750
361,884

(2,145,717)
(91,574)

1,619,492

th

2,984.431
526,693
(52,481)

30,181

3,488,824

2,125,768
569,572
(27,254)

14,063

2,682,149
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12. Profit for the financial year

As permitied by Section 408 Companies Act 2006, the ultimate parent’s profit and loss account has not been
included in these financial statements. The profit for the financial year is as follows:

2017 2016
i £ £
Ultimate parent’s profit/(loss) for the financial year 1,297,562 512,443

13. Fixed asset investments
Shares in group
undertakings
£

Company
Cost ) )
At 1 January 2017 and 31 December 2017 3,895,419
Provisions for diminution in value . '
At 1 January 2017 and 31 December 2017 ‘ -
Net book value .
At 31 December 2017 : 3,895,419
At 31 December 2016 : 3,895,419

In the opinion of the directors, the aggregate value of the company’s investments in subsidiary undertakings is not less
than the amount included in the balance sheet. '

The company holds the following issued ordinary share capital in the group undertakings listed below:

Country of Shares held
registration or
Company incorperation
Class %
Subsidiary undertakings
Cognosec GmbH : Austria Ordinary 100
Securetrading Group Limited . England Ordinary 80
Securetrading Limited* England Ordinary 80
Secure G Holdings Limited* : England Ordinary 80
SG Four Limited* England Ordinary 80
SG Seven Limited* England Ordinary 80
Securetrading Inc* . USA Ordinary 80
UC Capital Limited . England Ordinary 100
UC Asia Limited** Hong Kong Ordinary - 100
Trademarklogo.com Limited** Hong Kong Ordinary 100
Securetrading Group Inc* USA Ordinary . 80
SecureTrading F'S Holding Limited* : Malta Ordinary 80
SecureTrading Financial Services Limited* . Malta Ordinary 80
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The principal activity of these undertakings for the last relevant financial year was as follows:

Subsidiary undertakings

Cognosec GmbH
SecureTrading Group Limited
SecureTrading Limited*
Secure G Holdings Limited*
SG Four Limited*

" SG Seven Limited*
SecureTrading Inc*
UC Capital Limited

UC Asia Limited**
Trademarklogo com Limited**
SecureTrading Group Inc*

- SecureTrading FS Holding Limited*
SecureTrading Financial Services Limited*

Principal activity
IT and risk services R

Development and operation of payment systems

Development and operation of payment systems

Investment holdmg and management: compa.ny

Payment service provider

Payment service provider

Payment service provider

Holding company for minority interests, joint ventures and provision of
consultancy services '

Investment holding company of Trademarklogo

Online legal trademark registration system

Holding company for USA subsidiaries

Holding company

Financial services

*Interest held through Securetrading Group Limited

**Interest held through UC Capital Limited

The company also had 80% holdings, either directly or indirectly in the following UK dormant compames Cognosec Limited,
SG One Limited, SG Two Limited, SG Three Limited, and SG Six-GW Limited.

SG Four Limited, SG Seven Limited, Securev G holdings were dissolved in 2018.

14. Non-Controlling interest

During 2017 the non-controlling interest in the STG sub group was acquired by issue of shares in UC Group (see
note 20) and a direct share swap. The following is summarised financial information for the STG sub group,
prepared in accordance with IFRS. The information is before inter-company eliminations. Other companies in the
group include SecureTrading Ltd, Secure G Holdings Ltd, Secure Trading Group Inc, SecureTrading FS Holdmg
Ltd, SecureTrading Financial Services Limited.

'

2017 2016

£ £

Revenue 28,209,947 37,214,886
Loss (20,264,641) (2,834,104)
Loss attributable to NCI - (566,821)
Other Comprehensive income (134,323) (1,159,288)
Total comprehensive income (20,398,964) (3,993,395)
Total comprehensive (loss) / income attributable to NCI - - (798,679)
Current Assets ' 22,649,165 57,729,666
Non-current assets 6,069,681 4,920,227
Current liabilities (71,716,086) ’ (86,240,586)
Non-current liabilities (1,000,984) (273,056)
Net liabilities (43,998,224) (23,863,749)
Net liabilities attributable to NCI - (5,543,819)
Dividends paid to NCI during the year Nil Nil
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15. Financial assets classified as available-for-sale

Financial assets classified as available-for-sale

2017 2016

£ £

Money Market Funds . 3,817,477 -

Current collateral ) 200,000 -
4,017,477

!

Available-for-sale financial instruments are comprised of units in money market funds and collateral held directly with the
Group’s banks. The funds represent collateral for the Company’s payment obligations with the Card Schemes. They are
categorized as Level 2 in the fair value hierarchy given that quoted prices in active markets are identified for identical assets.

Total available-for-sale financial instruments consist of current £3,886,048 (2016: nil) and non-current £131,429 (2016: nil)
assets.

During 2017, no proceeds were realised from the sale of available-for-sale financial instruments (2016: £1,423,780).

16. Trade and other receivables

Group Company )

2017 2016 2017 2016
£ £ , £ £

‘Current
Trade debtors 2,195,672 1,805,585 - -
Amounts due from card schemes 9,978,478 13,850,260 - -
" Current collaterals - 5,976,468 - ;
Amounts owed by Group Undertakings - - 4,454,833 ' 4,574,606
- Other debtors 4,572,396 2294068 2,165,812 1,120,769
Prepayments and accrued income " 1,128,281 725,532 - -
Deferred tax asset ' - - . -
17,874,827 24,651,913 6,620,645 5,695,375

Non-current trade and other receivables consist of funds held as collateral with schemes of £1,187,197 (2016: £1,145,778) and
deferred tax asset of £810,421 (2016: nil).
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Notes (continued)

17. Current liabilities

Bank loans and overdrafts

Less: Loan arrangement fee

Principal amounts due on Finance Leases
Trade creditors

Funds due to merchants
Amounts due to group undertakings

Other taxes and social security costs
Other creditors '
Accruals and deferred income

18. Non-current liabilities

Group

Finance leases

Settlement processing obligations

Net liability of the loan

Maturity of debt:

In one year or less or on demand
In more than one year but not more than two years

In more than two years but not more than five years

. Capitalised loan arrangement fee

UC Group Limited
Annual report and financial statements

31 December 2017

Group Company
2017 2016 2017 2016
£ £ £ £
32,875,411 " 17,956,850 . .
(2,180,673) - ‘ - -
180,701 214816 o .
7,929,124 5,640,348 - -
29,104,760 '55,995,913 . . B
. . . 17,976
722,964 1,124,924 - (5,740)
872,690 1,371,236 - 1,136,762
2,985,138 5,665,778 - .
72,470,115 87,969,865 - - 1,148,998
2017 2016
£ £
91,679 - 273,056
909,305 -
1,000,984 © 273,056
. 2017 2016
£ £
33,056,112 18,313,853
86,003 183,777
5,675 89279
(2,180,673) (142,187)

30,967,117

18,444,722

Loan arrangement fees of £2.4m were incurred on issue of the loan and are being expensed over the life of the loan. Costs of
£218,000 were expensed in the period to 31 December 2017 in relation to the new loan and £140,000 relating to the old loan (2016

£162,500). .
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Notes (continied)

19. Provisions foxi deferred tax

The group has recognised a deferred tax asset of £810,421 in the period to 31 December 2017 at 35% (2016: £nil) and
has an unrecognised deferred tax asset of £7,704,870 (2016: £5,577,539 at 17%) which has not been recognised on
the grounds that there is insufficient evidence that the asset will be recovered.

20. Share capital
2017 2016
£ £
Allotted, called up and fully paid .
1,176,532,325 A ordinary shares of £0.0001 each 117,653 94,890
10 B ordinary shares of £0.0001 each ‘ - < -
117,653 94,890

The holders of the A ordinary Shares hold between them no more than 49.5% of the total voting rights. The holders
of the B ordinary shares hold between them no more than 50.5% of the total voting rights. The A ordinary and B
ordinary shares rank pari passu in all other respects.

During 2017, the Company issued 227,633,561 A ordinary shares of £0.00001 per share at face value, the purpose
of which was to acquire the non-controlling interest in SecureTrading Group Limited.

21. Directors’ emoluments

2017 2016
£ £
Emoluments for qualifying services : ' 560,712 743,962

The highest paid director in the year received remuneration of £342,712 (2016: £355,075).
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Notes (continued)

22.Shared based payments

The company recognised total expenses of £nil (2016: nil) relating to equity settled share-based payment
transactions during the year comprising £nil (2016: £nil) relating to a share option scheme for employees and £nil
(2016: £nil) to an issue of shares in the year.

The company continued to operate a share option scheme for employees (including directors and consultants).

. Under the scheme, the company may grant HMRC approved EMI share options and unapproved options to acquire
ordinary shares in UC Group Limited. Options may not normally be exercised until three years after the grant date
or upon change in control, if earlier, although in-some cases options are granted with shorter exercise periods.

In the year ended 31 December 2017, there were 9,000,000 options granted (2016: 6,500,000). There were
43,902,301 share options outstanding at the end of the year, 33,932,000 of these had an exercise price of 5p per
share, 1,152,000 of them had an exercise price of 10p per share and 8,818,301 of them had an exercise price of
15p per share. The weighted average remaining contractual life of these options was 5:21 years.

The following table shows the movement of share options during the year:

2017 2016

_ Number Number

Outstanding at the beginning of the year 44,554,114 50,299,914

Granted during the year 9,000,000 6,500,000

Options exercised during the year , : - . -
Lapsed during the year (9,651,813) (12,245,800)

Outstanding at the end of the year 43,902,301 44,554,114

23. Control

The ultimate controlling party is J A Paulsen, a director of the company, who controls the company as a result of
. controlling directly more than 50.5% of the voting rights of the company in the form of B ordinary shares.

24. Related Party Transactions

Transactions between the group and related parties were as follows:

2017 2016 2017 2016 2017 2016
Sales Sales Purchases Purchases Year End Year End
Cognosec Limited 34,646 - - - 34,646 -
Cognosec AB 1,377,019 839,079 - - 1,377,019 . 839,079
Mansion Associates Ltd 1,116,407 - - 401,557 - 1,116,407 401,557

Mansion Associates Limited (“MAL”) is majérity owned by Mr J A Paulsen, director of UC Group Limited. It
incurs certain consultancy and head office costs on behalf of the company. These services have been recharged
on a commercial basis.

Cognosec AB and Cognosec Limited is majority owned by Mr J A Paulsen, director of UC Group Limited. All
related party transactions are at arms-length and not secured.
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Notes (continued)

24. Related Party Transactions (continued)

£1.0m of revenue was recognised in 2017 (2016: £1.0m) from a sale of a licence for the use of certain business
process patents developed and owned by the Group to a related party of Ramphastos Investments NV, of which M
M J Boekhoomn, director of UC Group Limited, has a holding.

25. Subsequent events

There have not been any significant events after the balance sheet date which require disclosure of or an adjustment
in the financial statements.
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