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Securetrading Group Limited
’ Annual report and financial statements
31 December 2017

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, wlnlst balancing the
sk profile of the acqmnng 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 SecureTrading 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 membexslup 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 certain 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 (£2.6m increase in staff costs) as the business builds for growth, and a loss on
foreign exchange transactions (£3:0m 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 arising 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, conlinues to build a solid platform for siralegic 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 risk 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 internal 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
Scrvices.

The main risk arising from the Group’s financial instrument is liquidity risk. The Group finances its operations through a mixture 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 negatlve gaps in subsequent periods.

The Group continues to actively explore further investment from emstmg and new shareholders and stakeholders to unprove the
strength of the balance sheet.

Trade receivabies 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 ensuring
sufficient funds are available to meet amounts due.

Foreign 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. :
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Strategic Report (continued)

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 refationships with customers and suppliers.

Brexit

On 23 June, 2016, the United Kingdom (“UK”) held a referendum in which voters approved an exit from the European 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 (o 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
contribule to instability in global financial and foreign cxchange 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 replicate. 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 operations 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 (o regulativn 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 business in the UK could be materially affected or disrupted);

. 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.

y order pf the board

40 Bank Street
London
E14 SNR

\
8 November 2018
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Directors’ report

The directors present their annual report and financial s'lalements for the year ended 31 December 2017.

Principal activity
‘The principal activity of the Group is the development and operation of value-added payment services for companies which trade over
the internet. ’

Political and charitable contributions

The Company made no political or charitable contributions or incurred any political expenditure during the year (2016: £nil).

Directors

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

D 1 Holden

Going Concern

After undertaking prudent and robust enquiries, and asscssing all data rclating to thc Group’s liquidity, the Dircctors have a
reasonable expectation that the Group has adequate resources to continue in operational.existence for the foreseeable future. For
this reason, they have adopted the going concern basis in preparing the Consolidated Financial Statements.

Disclosure of information to auditor

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each aware, there is no
relevant audit information of which the Company’s auditor is unaware; and each director has taken all the steps that they ought to
have taken as a director to make themselves aware of any relevant audit information and to-establish that the company’s auditor is
aware of that information.

Auditor

Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and KPMG LLP will therefore
continue in office.

rpof the board . .

‘40 Bank Street
London
E14 SNR

8 November 2018
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Statement of Director’s responsibilities in respect of the Strateglc/Report the
" Director’s Report and the Fmancnal 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 théy 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 penod In
preparing each of the group and parent company financial statements, the directors are required to:

e 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 have been prepared in accordance with IFRSs as adopted
by the EU;

o for the parenf 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 ablhty to continue as a going concern, disclosing, as applicable, matters
related to going concern; and .

¢ usethe 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.

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.



Securetrading Group Limited
Annual report and financial statements
31 December 2017

KPMG LLP

15 Canada Square
London

E14 5GL

Independent Auditor’s report to the members of Securetrading Group Limited

Opinion
We have audited the financial statements of Securetrading 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:

e 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;

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

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

o 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 opuuon 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 s0, 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 '

3 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 Securetrading Group Limited
(continued) | : ~

‘Matters on which we are required to repbrt 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 company, or returns adequate for our audit have
not been received from branches not visited by us; or

o 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

e we have not received all the information 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 4, 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 concem 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 economic
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.

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

KPMG LLP

15 Canada Square

London . '

E14 5GL y

16 November 2018



~

Consolidated Income Statement
Jfor the year ended 31 December 2017

Revenue
Cost of sales
Gross profit

Administrative and. other expenses

Other income

Operating (]oss)/i)roﬁt
Finance expense
" Loss on ordinary actjﬁties before taxation
Tax credit / (charge) on loss on ordinary activities

Loss on ordinary activities after taxation

Note

5,6

The notes on pages 13 to 39 form part of these financial statements.

Securetrading Group Limited

Annual report and financial statements

31 December 2017

2017 2016
B £
28,209,947 37,214,886
(17,279,248) (22,269,071)
10,930,699 14,945,815
(20,581,688) (15,859,373)
219,584’ 2,065,055
(9,431, 405) 1,151,497
(12,131,629) (3,423;495)
(21,563,034) (2,271,998)
1,298,393 (562,110)
(20,264,641) (2,834,108)
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Consolidated Statement of Comprehensive Income
Jfor the year ended 31 December 2017

2017 2016
£ £
Loss for the financial year (20,264,641) (2.834,108)
Exchange differencés on franslating foreign operations ’ . 52,018 264,493
Y : ‘
Change in fair value of assets classified as available-for-sale " (186,338) (1,423,780)
Total comprehensive loss for the year (20,398,964) (3,993,395)

The notes on pages 13 to 39 form part of these financial statements.
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Consolidated Balance Sheet

at 31 December 2017

‘ Group Group Company Company
Note 2017 2016 2017 2016
. £ £ i £

Non-current assets )
Intangible assets . 11 2,845,028 1,878,776 - 107,950
Tangible assets 12 1,095,606 1,895,672 82,590 © 149,040
Trade and other receivables 14 1,997,6.18 1,145,778 - ’ -
I nvestments in'subsidiaries 13 - - 2,341,511 2,341,511

Available-for-sale financial assets 15 131,429 - -

6,069,681 4,920,226 - 2,424,101 2,598,501
Current assets

Trade and other receivables - 14 . 15669290 23,405,068 2,405,198 785,979
Available for sale financial assets ' 15 3,886,048 _ - 200,000 -
Cash and cash equivalents 3,093,827 . 35,149,244 50,029 3,045

- 22,649,165 58,554,312 2,655,227 789,024
Total assets . . 28,718,846 63,474,538 5,079,328 3,387,525
Current Liabilities 16 (71,716,086)  (87,065234)  (48,011,574)  (32,817,984)
Non-current Liabilities 17 (1,000,984) (273,056) . .-
Total Liabilities (72,717,070)  (87,338,290)  (48,011,574)  (32,817,984)

Net Liabilities (43,998,224)  (23,863,752)  (42,932,246) (29,430,459)

Equity attributable to equity holders of the parent

Share capital . 19 9,500 9,500 9,500 9,500
Share premium ‘ 1,777,293 1,777,293 1,777,293 1,772,293
Retained earnings (49,454,023) (29,505,889) (44,719,039) = (31,217,252)
Fair Value Reserve . . (186,338) - - -
Capital contribution reserve : 3,855,344 3,855,344 - -
Total equity : (43998224)  (23,863,752)  (42,932,246)  (29,430,459)

The notes on pages 13 to 39 form part of these financial statements. These financial statements were approved by
the board of directors on 8 November 2018 and were signed on its behalf by:

D I Hof [} |
Director

Company number: 04586150



Consolidated Statement of changes in equity

at 31 December 2017

Balance at 1 January 2016
Loss for the year

Fair value movement

Net exchange movement in
translation of reserves

Balance at 31 December 2016

Balance at 1 January 2017
Loss for the year

Fair value movement

Net exchange movement in
translation of reserves

Balance at 31 December 2017

-

Securetrading Group Limited

Annual report and

financial statements
31 December 2017

Share Share 'Fair Value ?api_tal Retained Group
Canital Premi R Contribution Earni

api Premium f:serve Reserve arnings Total

9,500 1,777,293 1,423,780 3,855,344  (26,936,274) (19,870,357)

- - - - (2,834,108) (2,834,108)

- - (1,423,780) - - (1,423,780)

- - - - 264,493 264,493

9,560 1,777,293 - ‘ 3,855,344 (29,505,889) (23,863,752)
Share Share Fair Value .Capi-tal Retained

. . Contribution . Group
Capital Premium Reserve R Earnings

eserve

Total

9,500 1,777,293 - 3,855,344 (29,505,889) (23,863,752)

- - - - (20,264,641) (20,264,641)

- - (186,338) - - (186,338)

- - - - 316,507 316,507

9,500 1,777,293 (186,338) 3,855,344  (49,454,023) (43,998,224)

The notes on pages 13 to 39 form part of these financial statements. -
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Consolidated Cash Flow Statement
JSor the year ended 31 December 2017

) 2017 ' 2016
Note : £ £
Cash flows from operating activities ‘ .
Operating loss for the financial year (21,563,034) (2,271,998)
Adjustments for:
Amortisation of intangible assets . : 11 . 342,097 36,572
Depreciation of tangible assets 12 812,750 872,756
Changes in trade and other receivables (3,817,180) ) (3,049,284)
Foreign exchange loss : : . - 425,350
Other income : 7 (219,584) (2,065,055)
Finance expense - -8 12,131,629 ) 3,423,495
Changes in trade and other payables (24,306,270), 33,893,380
Cash from operations (36,619,592) 31,265,216
Taxation : - -
. ‘ .
Net cash (outflow) / inflow from operating activities (36,619,592) 31,265,216
Cash flows from ﬁnancing activities .
Interest Paid ’ i (840,672) (843,212)
tI:Iet cash outflow on Returns on Investments & Servicing of (840,672) 0 (843212)
inance
Cash flows from invesﬁng activities
Proceeds from financial assets classified as available- for-sale 15 - 1,423,780
Purchases of tangible assets 12 (334,050) (1,661,445)
Purchases of intangible assets 11 (1,195,376) (232,984)
Net cash from investing activities ‘ (1,529,426) (470,649)
Cash flows from vfmancing activities v
Receipt of loan monies ) 32,620,095 -
. Drawdown on Finance Lease - -
Repayment of bank loans (27,000,000) - -
Repayment of finance lease obligations . (214,817) (69,862)
Repayment of related party loans - : ) - -
Net cash used in financing activities 5,405,278 (69,862)
Net (decrease)/increase in cash and cash equivalents (33,584,412) 29,881,493
Foreign exchange translation adjustment 1,528,995 (287,895)
Cash and casﬁ equivalents at the beginning of year : ' 35,149,244 5,555,646
Cash and cash equivalents at end of year o » 3,093,827 35,149,244

The notes on pages 13 to 39 form part of these financial statements.
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Company Statement of changes in equity

at 31 December 2017

Share Share Retained Company

Capital " "Premium Earnings Total

Balance at 1 January 2016 9,500 1,777293  (25,185237)  (23,398,444)
Loss for the year _ ‘ - - (6,032,015)  (6,032,015)
Balance at 31 December 2016 9,500 ° 1,777,293  (31,217,252)  (29,430,459)
Share Share Retained Company

Capital Premium -  Earnings - Total

Balance at 1 January 2017 9,500 1,777293  (31,217,252)  (29,430,459)

Loss for the year - - (13,501,787)  (13,501,787)

Balance at 31 December 2017 ' © 9,500 1,777,293 (44,715,039)  (42,932,246)

The notes on pages 13 to 39 form part of these financial statements

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

Significant Accounting policies

The following accounting policies have been applied consistently in dealing with items which are considered material in relat:on
* to the financial statements:

1.1 Basis of preparation and compliance with accounting standards A

Secure Trading Group Limited (the “Company™) is a company mcorporated and domiciled in the UK.

The group financial statements consolidate those of the Company and 1ts subsidiaries (together referred to as the “GToup”) 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 [FRSs”). The Company has elected to prepare its parent company financial
statements in accordance with FRS 101, these are presented on pages 9 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 amendments to FRS 101 (2014/15 Cycle) issued in July 2015 and effective immediately have been apphed The
tmanc1a.l 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 to
comply with Companies Act 2006 and has set out below where advantage of the FRS 101, disclosure exemptions has been taken.

Under section 5408 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 has applied the exemptions available under FRS 101" in respect of the following
disclosures;

A Cash Flow Statement and related notes;

e  Comparative period reconciliations for share capital, tangible fixed assets and intangible assets;
o 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 ad(kiitional balance sheet for the beginning of the earliest comparative period,

o Disclosures in respect of the compensation of Key Management Personnel, and

13 .
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Notes (continued)

Accounting polices (continued) ' -

1.2 Basis of preparation — company (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  Certain disclosures required by IAS 36 Impairment of assets in respect of the impairment of goodwill and mdeﬁmte life
intangible assets;

e Certain disclosures required by IFRS 13 Fair Value Measurement and the disclosures required by IFRS 7 Fi inancial Instrument
Disclosures. '

The Company proposes to continue to adopt the reduced disclosure framework of FRS 101 in its next financial statements.

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.

1.3 Basis of preparation — group

The financial statements are prepared under the historical cost convention.

1.4 Measurement convention

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

1.5 Going concern

As at 31 December 2017, the Group had cash of £3.1m (2016: £35.1m), net current liabilities of £49.1m (2016: £28.5m) and net
liabilities of £44.0m (2016: £23.9m), of which £30.7m related to the capital and accrued interest amounts due under the Facilities
Agreement entered into in November 2017.

The directors have prepared forecasts for the company and its ultimate parent company, UC Group Limited, for a period of at least
12 months from the date of anthorisation 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 significantly 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 and the parent company’s ability to continue as a going concern. The group and the
parent company may, therefore, be unable to continue realising their assets and discharging their 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. 4 ’ :

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.

14



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

Notes (continued)

Accounting polices (continued)

1

1.6 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 Companies 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 interésts 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 éxpenses 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.

1.7 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 itisprobable that the asset created will generate future economic benefits; and
e 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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Accbunting polices (continued)

1.8 Website developmerit costs o

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 developmg the design
and the content are charged to the profit and loss account as incurred.

1.9 Amortisation

.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 camed at cost less accumulated amortisation. Amortisation
is calculated to write off the cost in equal annual mstalments over their estimated useful lives (20 years). 4

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.

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:

e  Computer hardware, software and websites ) over 3 years
e  Fixtures, fittings and equipment over 3 years

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

Accounting polices (continued)

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. -

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 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.

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 result 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.

17



) ] Securetrading Group Limited
. Annual report and financial statements
31 December 2017

Notes (continued)
Accounting polices (continued)

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. 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~controlhng 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 proportlon 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 derecognition

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 ownersmp 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 instrumnents at initial recognition.
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Notes (continued) '

Accounting polices (continued)

1.21 Available-for-sale financial 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.

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’.

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 finantial 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 impainnént loss include:

(a) significant financial difficulty of the obligor;
(b) a breach of contract, such as a default or delinquéncy in interest or principal payments;
©) it becomes probable that the obligor will enter bankruptcy or other financial reorganisation.

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,ina 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 receivable’s credit rating), the previously
recognised impairment loss 1s reversed by adjustmg the allowance account. The amount of the reversal is recognised in proﬁt or
loss.

Assets classified as available-for-sale

Available-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.

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. 3

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.
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Accounting polices (continued)

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 Whére the Company
is a member of that particular card scheme.

Trade and