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Daon (UK) Limited

DIRECTORS' REPORT )

The directors ‘present their report together with the audited financial statements for the financial year ended
31 December 2017.

Statement of directors’ responsibilities
The directors dre responsuble for preparing the directors’ report and the financial statements in accordance
with applicable law and regulation.

Company law requires the directors to prepare financial statements for each financial year giving a true and
fair view of the company’s assets, liabilities and financial position at the end of the financial year and the profit
or loss of the company for the financial year. Under that law the directors have prepared the financial
statements in accordance with Generally Accepted Accounting Practice UK (accounting standards comprising
Financial Reporting Standard 102 'The Financial Reporting Standard applicable in the UK and Republic of
Ireland’ and applicable law).

Under cofnpany law, the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the company's assets, liabilities and financial position as at the end of the
financial year and the profit or loss of the company for the financial year.

In preparing these financial §tatements, the directors are required to:

 select suitable accounting policies and then apply them consistently;
make judgements and estimates that are reasonable.and prudent;
state whether the financial statements have been prepared in accordance with applicable accounting
standards and identify the standards in question, subject to any material departures from those standards
‘being disclosed and explained in the notes to the financial statements;

s notify the company's shareholders in writing about the use of disclosure exemptions, if any, of FRS 102;
and

« prepare the financial statements on the gomg concern basis unless it is inappropriate to presume that the
company will continue in busuness

The directors are responsible for keeping adequate accounting records that are sufficlent to show and explain
the company's transactions and disclose with reasonable accuracy at any time the financial position of the
company and. enable them to ensure that the financial statements comply with the Companies Act 2006.

The directors are also respaonsible for safeguarding the assets of the company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.

Principal activities and future developments

The principal activities of the company is to develop and sell biometric software and services to governments,
system integrators and commercial entities to enable them to manage the identities of their citizens,
customers and employees.

The directors do not anticipate any significant changes in the company activities in the forthcoming years.

Accounting records

The measures taken by the directors to securé compliance with the Company's obligation to keep adeguate
accounting records are the use of appropriate systems and procedures and employment of competent
persons. The accounting records are kept at IFSC House, Custom House Quay, Dublin 1, Ireland.

Dividends
The directors do not recommend the payment of a dividend (2016: £nil).

Events since the end of the financial year
No subsequent events affecting the company have occurred since the balance sheet date.

Research and development
The company did not engage in any research and development expenditure during the financial year ended
31 December 2017 (2016: £nil).



Daon (UK) Limited

DIRECTORS' REPORT - continued

Political donations
There were no political or charitable donations during the year.

Business review

Turnover for the financial year ended 31 December 2017 increased to £816,178 campared to £367,212 for the
prior year. The profit for the financial year ended 31 December 2017 was £14,410 compared to £9,207 in the
prior year. The company had net assets of £247,057 at 31 December 2017 (2016: £232,647).

During the year, the company continued to expand upon its position in the global market place in conjunétion
with strengthening its product suite. The directors have reviewed the development and performance of the
company for the financial year. Work continued on both strategically important and full scale production
programs already won. Sales effort was focused on both new and existing territories as work contiriued to
expand the pipeline. Revenue growth is still a key area of focus for the company. The directors continue to
be confident that the company has strategically positioned itself well and is responsive to the market.

In December 2017, a new company was setup within the Daon Group - Daon Technology, a company
incorporated in the Isle of Man. The purpose of this new company is to market, sell and develop biometric
ideritity assurance software with a focus on the US, UK and Australian markets. it was therefore proposed
that Daon Technology would buy the entire shareholding in Daon (UK) Ltd. Daon Technology is now the
immediate holding company of Daon (UK) Ltd. Daon Unlimited Company is no longer the immediate holding
company of Daon (UK) Ltd.

Principal risks and uncertainties facing the company

The company operates in markets that are still relatively new and also very competitive. The directors
continue to be of the oplnlon that government agencies and commercial enterprises will continue to drive
demand for the company's products and services. The directors anticipate that these factors will increase
overall demand. However, the timing of the shift in demand cannot be predicted with absolute certainty. The
company is actively looking to move into non-federal markets to mitigate risk and grow revenue.

Financial risk management i ) » A

The company is exposed to a variety of financial risks that include price risk, credit risk, liquidity risk and cash
flow risk. The directors have programmes and controls in place to manage the financial risk éxposures of the
company.

Foreign exchange risk
The company does not have any material exposure to forelgn exchange risk: The substantial part of its
business is conducted in Pounds Sterling.

Credit risk
The company has a significant level of trade debtors at year end. Procedures are in place to monitor the risk
from existing debt.

Liquidity risk
The company has significant bank balances. It has no exposure to debt finance and has sufficient available
funds to meet the day to day operations of the company.

Price risk

The company is not exposed to any specific price risks. The directors review the appropriateness of their
pricing policy and pricing arrangements with external parties on an ongoing basis in order to manage any
price risk exposure.

Cash flow risk
The company does not have any material exposure to cash flow risk and is able to rely on cash flow from its
ultimate parent company, Daon Holdings Limited as and when required.



Daon (UK) Limited

DIRECTORS' REPORT - continiued

Directors’ and secretary's interests

The. beneficial interests, including the interest of spauses and minor-children, of the directors and secretary in
office at 31 December 2017 in the share capital of the company's ultimate parent undertaking Daon Holdings
Limited at 31 December 2017 and 31 December 2016 were;

Directors and secretary 2017 2016
Clive Bourke (C ordinary shares) 7,500 6,500
(options over C ordinary shares) 3;000 3,000
‘Martin Patefield-Smith (B Ordinary shares) ' 1,000 1,000
(options over C ordinary shares) - 2,500 2,500

The difectors and secrétary and their families had no, other interest in the shares. of the company or any other
group tompaniés at 31 Décember 2017.

Disclosure of information to auditors
Inthe case of each of the persons who are directors at the time when the report is approved the following
applies:

o as far as the director is aware, there is no relevant audit information of which the company's atiditof is
unaware; and

= the director has taken -all the steps ‘that he/she ought to have taken as a director i order 1o make
him/herself aware ‘of any relevant audit information and to estabiish that thie company's auditor is aware of
that information.

Statutory auditors
The auditors, PricewaterhouseCoopérs; have indicated their wnlllngness to ¢ontinue in office, and a resolution
that they be re-appointed will be propased at the Annuai General Meetlng

On behalf of thé board

Clive Bourke &CW'.L- Mw)u_,
Date: 2’] SE‘ 71 20 'g
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Independent auditors’ report to the members of Daon (UK)
Limited
Report on the audit of the financial statements

Opinion
In our opinion, Daon (UK) Limited’s financial statements:

»  give a true and fair view of the state of the company’s affairs as at 31 December 2017 and of its profit for the year
then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards, comprising FRS 102 “The Finaricial Reporting Standard applicable in the UK and
Republic of Ireland”, and applicable law); and

¢ have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the'Directors' Report and Financial Statements (the “Annual
Report”), which comprise: the balance sheet as at 31 December 2017; the profit and loss account, the statement of
comprehensive income, the statement of changes in equity for the year then ended; and the notes to the financial
statements, which mclude a description of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and applicable law.
Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the financial
statements section of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Independence

We remained independent 6f the company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, which includes the FRC'’s Ethical Standard; and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

Conclusions relating to going concern

We have riothing to report in respect of the following matters in relation to which ISAs (UK) require us to report to you
when:

e the directors’ use of the going concern basis of accounting in the preparation of the financial statements is not
appropriate; or

e the directorshave not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the company’s ability to continue to adopt the going concern basis of accounting for a
period of at least twelve months from the date when the financial statements are authorised for issue.

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the company’s
ability to continue as a going concern.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our
auditors’ report thereon. The directors are responsible for the other information. Our opinion on the financial statements
does not cover the other information and, accordingly, we do not express an audit opinion or, except to the extent
otherwise explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained
in the audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material
misstatemnent, we are required to perform procedures to conclude whether there is a material misstatement of the financial
statements or a material misstatement of the other information. If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are required to report that fact. We have nothing to report
based on these responsibilities.
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With respect to the Directors’ Report, we also considered whether the disclosures required by the UK Companies Act 2006
have been included.

Based on the respon51b111t1es described above and our work undertaken in the course of the audit, ISAs (UK) require us also
to report certain opinions and matters as described below.

Directors’ Report

In our opinion, baséd on the work undertaken in the course of the audit, the information given in the Directors’ Report for
the year ended 31 December 2017 is consistent with the financial statements and has been prepared in accordance with
applicable legal requirements.

In light of the knowledge and understanding of the company and its environment obtained in the course of the audit, we did
not identify any material misstatements in the Directors’ Report..

Responsibilities for the financial statements and the audit
Responsibilities of the directors for the financial statements

As explained more fully in the Statement of Directors’ Responsibilities set out on page 3, the directors are responsible. for
the preparation of the financial statements in accordance with the applicable framework and for being satisfied that they
give a true and fair view. The directors are also 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 t6 fraud or ertor.

In preparing the financial statements, the diréctors are responsible for assessmg the company’s ability to continue as a going
concern, disclosing as applicable, matters related to going concern and using the going concérn basis of accounting unless
the directors either intend to liquidate the company or to cease cperations, or have no realistic alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements

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 an auditors’ report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a 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 the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statementsis located on the FRC's website at:
www.frc.org.uk/auditorsresponsibilities. This deséription forms part of our auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members as a body in accordance
with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do net, in giving these opinions, accept
or assume responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it
may come save where expressly agreed by our prior consent in writing.

Other requlred reportmg

Companies Act 2006 exception l'eportmg
Under the Companies Act 2006 we are required to report to you if, in our opinion:
¢ we have not received all the information and explanations we require for our audit; or

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

e certain disclosures of directors’ remuneration specified by law are not made; or
e the financial statements are not in agreement with the accounting records and returns.
We have no exceptions to report arising from this responsibility.

Ce Q-t’\q

Claire Doyle

for and on behalf of PricewaterhouseCoopers
Chartered Accountants and Statutory Auditors
Dublin

27 September 2018



Daon (UK) Limited

PROFIT AND LOSS ACCOUNT-
Financial Year Ended 31 December 2017

2017 2016
Notes £ £
Turnover 5 816,178 367,212
Costofsales - ) 0 , , (521,996) (199,494).
Gross profit 294,182 167,718
Opérating expenses 6 (276,237) ‘(1’56.205__)
Operating profit . 17,945 11,613
Interest receivable and similar income o -
Profit before taxation. . 17,945 11,513
Tax on profit ' : 9 (3,535) ~ (2,306)
Pr,oﬁt for the financial year . 14,410 9,207
STATEMENT OF COMPREHENSIVE INCOME
Financial Year Ended 31 December 2017
2017 2016
£ £
Profit for the financial year ) 14,410 9,207
Total comprehensive income for the financial year . - 14,410 _ 9,2()1

Registered Number: 04435065 8



Ddon (UK) Limited

BALANCE SHEET
As at 31 December 2017

Clirrent asséets
Debtors
‘Cash at bank and in hand

Creditors - amounts falling due within one year
Net current assets

Total assets less current liabilities

Capital and reserves

Called up share capital - presented as e"q_tiity
Profit and Igss account

Equity shareholders' funds

‘Notes

40

11

14

The notes 6n pages 11 to 23 are an integral pait.of the finangial staternents. v .
The, financial statements on pages 8 to 23 were authorised for issue by the board .on 27 35‘31/20/8“(1

were signed-on its biehalf.

On behaif of the boaid

Clive Bourke (/{A,VL {50 \n/‘qV' S

Director
Daon (UK) Limited-

Registered Number: 04435065

2017 2016

£ £
781,457 236,786
136,558 192,784
918,015 429,570

(670958)  (196.923)

247,057 232,647

247,057 232,647

247,055 232,645
247,057 232,647




Daon (UK) Limited.

STATEMENT OF CHANGES IN EQUITY
Financial Year Ended 31 December 2017

Balance at 1 January 2016

Profit for the financial year

Other comprehensive income for the finangial year
Total comprehensive income for the financial year
Balance at 31 December 2016

‘Balance at 1 January 2017

Profit for the financial year:

Other comprehensive income for the financial year

Total t‘:gmpl,‘eh,ensfiye income for the financial year

Balance at 31 December 2017

Registered Number: 04435065

Called-up Profit and Total
share capital loss account

presented
as equity

£ £ £

2 223438 223,440

- 9,207 9,207

2 232,645 232,647

2 232,645 232,647

. 14,410 14,410

- 14,410 14,410

2 247,055 247,057

10



Daon (UK) Limited

NOTES TO THE FINANCIAL STATEMENTS

1 General information

The principal activities of the ¢ompany is to develop and sell biometric software and services to
governments, system integrators and commercial entities to enable them to manage the identities of their
citizens, customers and employees.

The company is a public company limited by shares and is incorporated ‘in the United Kingdom and
registered in England. The address of the registered office is Jordan Company Secretaries Ltd, Suité 1,
3rd Floor, 11-12 St James' Square, London SW1Y 4LB.

The immediate holding company and 100% shareholder of Daon (UK) Ltd. is Daon Technology, a
company registered in the Isle of Man at the offices of 12-14 Finch Road, Douglas, IM1 2PT, Isle of Man.

The ultimate holding company and 100% controlling party of Daon (UK) Limited is Daon Holdings Limited,
a company registered in the Cayman Islands at the offices of The R&H Trust Co. Ltd., Windward 1,
Regatta Office Park, Grand Cayman, West Bay Road, Grand Cayman, KY-1103, Cayman Islands.

Consolidated financial statements are prepared by the ultimate holding company, Daon Holdings Ltd (of
which Daon (UK) Limited is included) and is both the smallest and largest group for which group financial
statements are drawn up and of which Daon (UK) Limited is a member. Copies of these group accounts
are held at the registered office address of Daon Holdings Limited.

2 Statement of compliance

The entity financial statements have been prepared on a going concern basis and in accordance with UK
GAAP (accounting standards issued by the Financial Reporting Council of the UK and promulgated by the
Institute of ‘Chartered Accountants in the UK and the Companies Act 2006). The entity financial
statements comply with Financial Reporting Standard 102, The Financial Reporting Standard applicable in
the UK and Republic of Ireland (FRS 102) and the Companies Act 2006.

3 Summary of significant accounting policies

The significant accounting policies used in the preparation of the entity financial statements are set out
below. These policies have been consistently applied to all financial years presented; unless otherwise
stated. :

(a) Basis of preparation
The entity financial statements have been prepared under the historical cost convention, as modified
by the measurement of certain financial assets and liabilities at fair value through. profit or loss.

The preparation of financial statements in conformity with FRS 102 requires the use of certain key
assumptions concerning the future, and other key sources of estimation uncertainty at the end of the
financial year. It also requires the directors to exercise its judgement in the process of applying the
company’s accounting policies. The areas involving a higher degree of judgement or areas where
assumptions and estimates have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are disclosed in note 4.
{b) Going concern

The company has equity shareholders’ funds at 31 December 2017 of £247,057 (2016: £232,647)
and made a profit after tax of £14,410 (2016: £9,207).

It is on this basis that the directors continue to believe that the going concern basis is appropriate for
the company. Accordingly, the financial statements have been prepared on a going concern basis.

Registered Number: 04435065 11



Daon (UK) Lirnited

NOTES TO THE FINANCIAL STATEMENTS - continued

3 Summary of significant accounting policies -~ continued

(c) Disclosure exemptions for qualifying entities under FRS 102

FRS 102 allows a qualifying entity certain disclosure exemptions. The company is a qualifying entity

and has taken advantage of the following available disclosure exemption for qualifying entities:

(i) Exemption from the requirements of Section 7 of FRS 102 and FRS 102 paragraph 3.17(d) to
present a statement of cash flows;

(i) Exemption from the requirements of Section 33 of FRS 102 to disclose related party
transactions; and

i) Exemptions from the requirements of Section 33.7 of FRS 102 to disclose key management
compensation.

(d) Foreign currency
(i) Functional and preseritation currency

The company's functional and presentation currency is Pounds Sterling, denominated by the
symbol “€°.

(i) Transactions and balances

Fore‘ign currency transactions are translated into the functional currency using the spot exchange
rates at the dates of the transactions.

At the end of each financial year foreign currency monetary items are translated to Pounds

Sterling using the closing rate. Non-monetary items measured at historical cost are translated

using the exchange rate at the date of the transaction and non-monetary items measured at fair
" value are measured using the exchange rate when fair value was determined.

Foreign exchange gains and losses resulting from the settlement of transactions and. from the
translation at exchange rates at the end of the financial year of monetary assets and liabilities
denominated in foreign currencies are recognised in the profit and loss account.

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are
presented in the profit and loss account within “interest receivable and similar income’ or ‘interest
payable and similar charges' as appropriate. All other foreign exchange gains and losses are
presented in the profit and loss account within ‘other operating expenses’.

(e) Revenue recognition

The group and company generates revenue from software licence fees, professional services, support
and maintenance and user fees.

When an arrangement to deliver software does not require significant production, modification or
customisation, the group and company recognise revenue once a sales contract is in force, the
product has been delivered, the license fee is fixed and determinable, and collection is probable.

When software license contracts contain support and maintenance as part of a multiple element
arrangement, revenue is recognised based upon the vendor-specific objective evidence of the fair
value of each element. Vendor specific objective evidence for each element of an ‘arrangement is
based upon the normal pricing and discounting practices for each element when sold separately.

Licence fees revenue is recognised rateably over the period of the term for a term licence and over a
period of one year for a perpetual licence.

Support and maintenance revenue is recognised rateably over the term of the support service
contract.

Registered Number: 04435065 12



Daon (UK) Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

3 Summary of significant accounting policies - continued

(e)

)

(9)

Revenue recognition - continued

Revenue from professional services, including |mplementatlon and training is recognlsed as the
services are performed. Revenue from other professional services requiring sngnlf‘ cant modification
or customisation of software is recognised under the percentage-of-completion method.

User fees revenue is recognised rateably over the périod of the subscription.

Employee benefits

The company provides a range of benefits to employees, including short term employee benefits such
as paid holiday arrangements and post-employment benefits (in the form of defined contribution
pension plans).

(i) Short term employee benefits

Short term employee benefits, inciuding wages and salaries, paid holiday arrangements and other
similar non- monetary benefits, are recognised as an expense in the financial year in which
employees render the related service.

(i) Post-employment benefits

The company operates a defined contribution plan for certain émployees. A defined contribution
plan is a pension plan under which the company pays fixed contributions into a separate entity -
and has no legal or constructive obligation to pay further contributions or to make direct benefit
payments to employees if the fund does not hold sufficient assets to pay all employee benefits
relating to employee service in the current and prior periods. The assets of the plan are held
separately from the company in independently administered funds. The contributions to the
defined contribution plan are recognised as an expense when they are due. Amounts not paid are
included in accruals in the balance sheet. “

(iii) Share-based payments ‘
The group operates an Employee Share Option Plan (ESOP) in the ultimate parent company
‘Daon Holdings Limited,

The expense charge to covér the options vested in that accouriting period was included in the
profit and loss account. This charge is proportloned amongst the eligible operating subsidiaries
based on a reasonable estimate of where the group's senior management téam have spent most
of their time working for the year.

Income tax
Income tax expense for the financial year comprises current and deferred tax recognised in the

financlal year. Income tax expense is presented in the same component of total comprehensive

income (profit and loss account or other comprehensive income) or equity as the transaction or other
event that resulted in the income tax expense.

Current or deferred tax assets and liabilities are not discounted.

(i) Current tax
Current tax is the amount of income tax payable in respect of the taxable profit for the financial
'year or past financial years. Current tax is measured at the amount of current tax that is expected
to be paid using tax rates and laws that have been enacted or substantively enacted by the end of
the financial year.

The directors periodically evaluate positions taken in tax returns with respect to situations in which
applicable tax regulation is subject to interpretation. A current tax liability is recognised where
appropriate and measured on the basis of amounts expected to be paid to the tax authorities.

Registered Number: 04435065 13



Daon (UK) Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

A

3 Summary of significant accounting policies ~ continued

{g) Income tax — continued

(ii)

Deferred tax
Deferred tax is recognised in respect of timing differences, which are differences between taxable

profits and total comprehensive ificome as stated in the financial statements. These timing

differences arise from the inclusion of income and expenses in tax assessments in financial years
different from those in which they are recognised in financial statements

Deferred tax is recognised on all timing differences at the end of .each financial year with certain

exceptions. Unrelieved tax losses and other deferred tax assets are recognised only when it is
probable that they will be recovered against the reversal of deferred tax iiabilities or other future
taxable profits.

Deferred tax is measured using tax rates and laws thdt have been enacted or substantively
enacted by the end of each finaricial year end and that are expected to apply to the reversal of the
timing difference.

(h) Tangible fixed assets
Tanglble fixed assets are carried at cost (of deemed cost) less accumulated depreciation and
accumulated impairment losses. Cost includes the original purchase price, costs directly attributable
to bringing the asset to the location and condition necessary for its intended use, applicable
dismantling, removal and restoration costs and borrowing costs capitalised.

(i

(i)

Computer equipment
Computer equipment is carried at cost less accumulated depreciation and accumulated
impairment losses.

Fixtures and fittings
Fixtures and fittings are carried at cost less accumulated depreciation and accumulated.
impairment [osses.

(iij) Office equipment

Office equipment is carried at cost less accumulated depreciation and accumulated impairment -
losses.

(iv) Depreciation and residual values

v)

Depreciation is provided for on a straight-line basis, to write off the cost of the assets over their
estimated useful lives as follows:

Computer equipment: 3 years
Fixtures and fittings: 10 years
Office equipment: 5 years

The assets’' residual values and useful lives are reviewed, and adjusted, if appropriate, at the énd
of each financial year. The effect of any change in either residual valués or useful lives is
accounted for prospectively.

Subsequent additions and major components

Subsequent costs, including major .inspections, are included in an asset's carrying amount or
récogniséd as a separate asset, as appropriate, only when it is probable that economic benefits
associated with the item will flow to the company and the cost can be measured reliably.

The carrying amount of any replaced component is derecognised. Major components are treated
as separate assets where they have significantly different patterns of consumption of economic
benefits and are depreciated separately over their useful lives.

Repairs, maintenance and minor inspection costs are expensed as incurred.

Registered Number: 04435065 14



Daon (UK) Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

3 Summary of significant accounting policies ~ continued

{h) Tangible fixed assets - continued

M

()

(k)

(vi) Derecognition
Tangible fixed assets are derecognised on disposal or wher no future economic benefits are
expected. On disposal, the difference between the net disposal proceeds and the carrying
amount is recognised in profit or loss.

Leased assets

(i) Finance leases
Finance leases transfer 'substantially all the risks and rewards incidental to ownership to the
lessor.

At the commencement of the finance lease term the company recognises its right of use and
obligation under a finance lease as an asset and a liability at the amount equal to the fair value of
the leased asset, or if lower, at the present value of the minimum lease payments calculated
using the interest rate implicit in the lease. Where the implicit rate cannot be determined the
company's incremental borrowing raté is used. Incremental and directly attributable costs
incurred in negotiating and arranging a finance lease are included in the cost of the asset.

(i) Operating leases
Operating leases do not transfer substantially all the risks and rewards of ownership to the lessor.
Payments under operating leases are recognised in the profit and loss account on a straight-line
basis over the term of the lease.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks and other short-term
highly liquid investments with original maturities of three months or less. Bank overdrafts are shown
within borrowings in current liabilities. Cash and cash equivalents are mmally measured at transaction

price and subsequently measured at amortised cost:

Provisions and contingencies
Provisions
Provisions are liabilities of uncertain timing or amount.

Provisions are recognised when the company has a present legal or constructive obligation as a result
of past events, it is probable that :a transfer of economic benefits will be required to settie the
obligation and the amount of the obligation can be estimated reliably.

Provisions are measured at the present value of the best estimate of the amount required to settle the
obligation using a pre-tax rate that reflects current market assessments of the time value of money
and the risks specific to the liability. Provisions are reviewed at the end of each financial year and
adjusted to reflect the current best estimate of the amount required to settle the obligation. The
unwinding of the discount is recognised as a finance cost in profit or loss, presented as part of
'interest payable and similar charges’ in the financial year in which it arises.

Where there are a number of similar obligations, the likelihood that an outflow will be requnred in
settlement is determined by considering the class of abligations as a whole.

In particular:

(i) Restructuring provisions are recognised when the company has a legal or constructive obligation
at the end of the financial year to carry out the restructuring. The company has a constructive
obligation to carry out a restructuring when there is a detailed, formal plan for the restructuring
and the company has raised a valid expectation in those affected by either starting to implement
the plan or announcing its main features to those affected; and

(i) Provision is not made for future operating losses.

Registered Number: 04435065 16



Daon (UK) Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

3 Summary of significant accounting policies - continued

() Financial instruments A
The company has chosen to apply the provisions of Sections 11 and 12 of FRS 102 to account for all
of its financial instruments.

(i

(i)

Financial assets

Basic financial assets, including trade and other debtors, cash and cash equivalents, short-tefm
deposits and investments in corporate bonds, are initially recognised at transaction price
(including transaction costs), unless the arrangement constitutes a financing transaction. Where
the arrangement constitutes a financing transaction the resulting financial asset is initially
measured at the present value of the future receipts discounted at a market rate of interest for a
similar debt instrument.

Trade and other debtors, cash and cash equivalents, investments in corporate bonds and
financial assets from arrangements which constitute financing transactions are subsequently
measured at amortised cost using the effective interest method.

At the end of each financial year financial assets measured at amortised cost are assessed for
objective evidence of impairment. If there is objective evidence that a financial asset measured at
amortised cost is impaired an impairment loss is recognised in profit or loss. The impairment loss
is the difference between the financial asset's carrying amount and the present value of the
financial asset’s estimated cash inflows discounted at the asset's original effective interest rate.

If, in a subsequent financial year, the amount of an impairment loss decreases and the decrease
can be objectively related to an event occurring after the impairment was recognised the
previously recoghised impairment loss is ‘reversed. The reversal is such that the current ¢arrying
amount does not exceed what the carrying amount would have been had the impairment loss not
previously been recognised. The impairment reversal is recognised in profit or loss.

Financial assets are derecognised when (a) the contractual rights to the cash flows from the asset
expire or are settled, or (b) substantially all the risks and rewards of ownership of the financial
asset are transferred to another party or (c) control of the financial asset has been transferred to
another party who has the practical ability to unilaterally sell the financial asset to an unrelated
third party without imposing additional restrictions.

Financial liabilities

Similarly, the company has a number of basic financial liabjlities, including trade and other
creditors, bank loans and overdrafts, and loans from fellow group companiés, which are initially
recognised at transaction price, unless the arrangement constitutes a financing transaction,
whereby the financial liability is measured at the present value of the future payments discounted
at a market rate of interest of a similar debt instrument.

Trade and other creditors, bank loans and overdrafts, loans from fellow group companies and
financial liabilities from arrangements which constitute financing transactions are subsequently
carried at amortised cost, using the effective interest method.

Trade creditors are obligations to pay for goods or services that have been acquired in the
ordinary course of business from suppliers. Trade creditors are classified as due within one year if
payment is due within one year or less. If not, they are presented as falling due after more than
one year. Trade creditors are recognised initially at transaction price and subsequently measured
-at amortised cost using the effective interest method.

Financial liabilities are derecognised when the liability is extinguished, that is when the contractual
obligation is discharged, cancelled or expires.

Registered Number: 04435065 16



Daon (UK) Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

3 Summary of significant accounting policies ~ continued

{m) Share capital presented as equity
Equny shares issued are recognised at the proceeds received and presented -as share capital -and
share premium. Incremental costs directly attributable to the. issue of hew equity shares or options
are shown in equity asa deduction, het of tax, from the proceeds.

4 Critical accounting judgements and estimation uncertainty

Estimates and judgements made in the process of preparing the entity financial statements are continually
evaluated and are based on historical experience and other factors, including ‘expectations of future
events that are believed to be reasonable under the circumstances. !
Critical accounting estimates and assumptions o A
The 'dlrect'ors make estimates and assumptlons concemlng the future |n the process of preparlng the
actual results The estlmates and assumptsons that have a sigmf‘céhf ‘n'sk of causmg a matenal
adjustment to the carrylng amounts of assets and liabilities within the next financial year are addressed
below.

Impairment of debtors

The directors make ari ‘assessment at the end of each financial year of whether there is ‘objective

evidence that a trade or other debtor is impaited. When assessing impairment of trade and other debtors, -
the directors consider factors including the current credit rating of the debtor, the ‘age profile of

outstanding invoices, recent correspondence and trading ‘activity, and historical experience of cash

collections from. the debtor. See note 10 for the net carrying.amount of the debtors..

5 Turnover 2017 2016

Andlysis of tumover by geogrdphical market:

UK 546,270 216,886
Rest of world _ 269,908 150,326
Analysis of turnover by category:

Sale of goods 150,790 13,418
Rendering of services 665,388 353,794
Total 816178 367,212

‘Registered Number: 04435065 17



Daon (UK) Limited

NOTES TO THE FINANCIAL STATEMENTS - contintied

6 Operating expenses

The followi_n'_g operating expenses have: been recdgnised:

Depreciation
Foreign exchange losses/(gains)

Auditors’ remuneration

2017

2016
£

2,215

,(3,,1‘09;) )

Remuneration (including expenses) for the statutory audit and other services are borne by another group

company, Daon Unlimited Company.

7 Employees and directors

() Employees:

The average number of persons employed by the company during the

financial year was as follows:
‘Staff.costs comprise:
Wages and salaries

Social welfare costs
Other pension costs

(ii) Directors:

Emoluments
Benefits under lorig-term incentive schemes

Contributions to defined contributions schemes

2017 2016
Number Number
2 1
296,213 154,830
21,861 9,231
7,319 4,750
325,393 168,811
2017 2016

£ £
98,795 94,996
4,940 4,750
4840 4750

‘Retirement benefits are accruing to 1 director (2016: 1 director) under a defined contribution scheme.

Registered Number: 04435065
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Daon (UK) Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

8 Share based payments

The Group operates an Employee Share Option Plan (ESOP) in the ultimate parent company Daon
Holdings Limited. Specrf ¢ clagses of Ordinary Shares were created for the ESOP. The shares issued
under the plan are "C" ordinary shares. These do not have voting rights or the right to attend
shareholders meetings but will convert to the normal Ordinary Shares in the event of a liquidity event.
The operation of the: ESOP is at the discretion of the Board of Directors. The fair value of the options
granted at 31 December 2017 is US$1.07 (2016: US$0.81). At the Board's discretion, all permanent
employees of the group are entitled to participate in the scheme - this includes the employees of Daon
and its subsidiaries. Exercise of an option is subjectto a ~vest’ing’:pe‘riod‘.

For the current year, there was an expense of £3,248 (2016; £2 ,040). During the prior year, the equity
contribution ‘from uitimate ‘parent réserve balance was combined with the profit and loss account réserve
balarice. For the whole of the ESOP, the fair value per option granted.and the assumptions used in the
calculation are as follows:

2017 2016
Exercise price $2.76 $2.76
Total shares granted to date 806,175 806,175
Forfeitures to date (161,916) (156 41 6)
Option exercises (368,283) (357, 342)
Expired unexercised options (36,913) (25,288)
Net optlon grants to date (i.e. shares under optiori) 239,063 267,129
Vesting period for remaining options 4 years 4 years
A reconciliation of the options. movement for the group over the year is as
foliows:
Outstanding at beginning of year 267,129 284,944
Granted : - -
Forfeited (5,500) (6,050)
Exertised (10,941) (3,102)
Expired unexercised options : (11,625) (8,663)
Outstanding at end of year 239,063 267,129
Exercisable at the end of the year 150,011 119,722

The total share based payment expense relating to Daon (UK) Limited was £3,248 (2016: £2,040).

The fair value of the share options -granted during the year was determined using the following additional
principles and information:

e Black-Schaoles Option Pricing Model

» Expected Volatility factor was calculated using the historical volatility of the Dow Jones U.S.
Software [ndex for the four-year period

» Risk-free interest rate based on the average of the 3-year and the 5-year U.S. Treasury Note
7 Years to Expiration
0% Dividend Yield

Registered Number: 04435065 19



.Daon (UK) Limited

NOTES TO THE FINANCIAL STATEMENTS - continuéd

9 Income tax 2017 2016
£ £
(a) Tax expense included in profit of loss
Current tax:
Corporation tax on profit for the financial year . 3,535 2,306
Adjustments in respect of prior financial years - e
Curfent tax expense for the financial year 3,535 2,306
Deferred tax:
Origination and reversal of timing differences E -
Deferréd tax éxpense for the financial year - -
Tax on profit _..3535 2,306
(b) Reconciliation of tax expense

2017 2016
£ £
Profit on ordinary activities before taxation 17,945 11,513
Profit multiplied by the standard rate .of corparation tax for the financial 4
year ended 31 Déecember 2017 .0f 19% (2016:20%) 3,455 2,303
Effects of-
Disallowable expenses : 80 3
Tax on profit-on ordinary activities ‘3,535' 2306
Registered Number: 04435065 ‘20

Tax assessed for the financial year is lower V_('2‘01’6: :Igw,er_) than the staridard 'r’g'te of corporation tax in
the UK for the financial year ended 31 December 2017 of 19% (2016: 20%). The differences are

explained below:




Daon (UK) Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

10 Debtors 2017 2016
£ £

Trade debtors (of which £0il (2016: Enil) afe dué after more than one year) 474,188 67,671
Prepayments 375 346
Amounts due from related parties 22,741 22,741
Amounts due from;: other group: companies 284,153 146,028

781457 236,786

Trade debtors are after provision.for impairment of-£nil (2016: £nil).

Amounts due from related parties and other .group companies are non-interest bearing and repayable on
demand. ' ’

11 Creditors: amounts falling due. within one year 2017 2016
: £ £
Trade creditors 102 -
Accruals ' 13,275 4,411
Deferred revenue. 526,382 152,337
VAT 115,281 37,869
Corporation tax : 3,535 2,306
Amounts due to the parent company A 127383 -

670,958 196,923

Trade creditors are payable in accordancé with the suppliers’ usugl and customary credit terms.

Tax and :_socia'l' insurance are répayable at various dates ‘over the coming months:in accordance with: the
‘applicablé statutory provisions. .

12 Post-employment benefits

The company has a revenue approved defined -contribution pension 'scheme ‘and ,mak‘est_th'e statuio_fy
employer pension for all staff around the globe. Company contributions and expenses of £7,319 (2016:
£4,750) were charged to the profit and loss account for'the year. There were no contributions outstanding

at the balance sheet date:

Registered Number: 04435065 21
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Daon (UK) Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

13

14

Financial instruments

The company has the following financial Instruments:

Financial assets at fair value-
through profit and loss

Financial assets that are debt
instruments measured at amortised
cost

- Trade debtors

- .Amounts owed by group
undertakings -
- .Amounts owed by related party

Cash at bank and in hand

Financial assets that are equity
instruments measured at cost less
impairment

Financial liabilities measured at fair
valug through profit or loss

-~ Derivative financial instruments

Finarcial liabilities measured at
amortised cost

- Trade creditors

- VAT

- Corporation tax

Share capital and reserves

Company

Authorised:
1,000 ordinary shares of £1 each

Notes

2017
£ £
474,188
284,153
22,741
781,082
136,558
102
115,281
3,535
118,918

Allotted, ¢alled up and fully paid - presented as equity

2 ordinary shares of £1 each

Dividends

There weré no dividends paid or proposed during the year (2016: £nil).

Registered Number: 04435065

2016
£ R
67,671
146,028
_ 22741
| 236,440
192,784
37,869
- 2,306
40,175
2017 2016
£ £
1,000 1,000
2 2
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Daon (UK) Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

15 Contingent liabilities’
Claims arise in the ‘normal course of running the company. While any litigation Has an elemerit of

uncertainty, the Board of Directors believe that there are no contingent liabilities that wéuld have a
material adverse effect on the company's financial position.

16 Capital and other commitments

At 31 Dé’cen{ber 2017, the comipany has no capital or other commitments.

17 Events after-the end of the financial year

No subsequent events affecting the company have occurred since the balance sheet date.

18 Approval of the financial statements

The directors approved the:ﬁnaﬁc_:fia‘lt statements, o’n',/L‘{ SE PT | ZO (8
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