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SL Bidco B.V.

Management Board's report

The Securelink Group (“The Group™)

The Annual Report refers to the consolidated financial statements and the management board’s report and the
other information of SL Bidco B.V. and its subsidiaries. The term “Securelink”, “Group” or "Company” refers to the
group of companies as shown on the following Chart.

Securelink is a privately-owned company, with the majority of its share capital held by SL Holdings S.é.r.l., based
in Luxembourg. The remainder of its share capital is owned by other investors, including management. The current
legal structure of Securelink is shown on the following Chart.

Unless otherwise stated, all amounts are denominated in EUR.

Further Information about Securelink can be found on https:/ /securelink.net/

SecureLink Group Structure Chart
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Developments 2018

In November 2017 Securelink incorporated Securelink Information Technology (Shanghai) Co. Ltd, a 100%
subsidiary of the Securelink Group which became operational in January 2018. Through this subsidiary,
Securelink expanded its Managed Security Services offering to customers operating in China.

In February 2018, Securelink refinanced its existing bank debt through the Tssuance of a 150 million senior
secured bond (ISIN NOQO10814189). The bond was listed on the Oslo exchange on February 6™, 2019.

As of 2018, Securelink has applied the International Financial Reporting Standards (IFRS} as adopted by the EU.

Securelink’s Mission
To have the best know how on cybersecurity infrastructure solutions and managed services
To deliver an unrivalled customer service experience

Thereby allowing our customers to safely enable their business

Geographical Footprint

Securelink is o company active in cyber security in the following countries: Belgium, The Netherlands, Sweden,
Denmark, Norway, the UK, Germany and in China. Securelink is headquartered in Sliedrecht, The Netherlands.
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Core Product Offering

Securelink offers Professional Consulting Services, Product Solutions (sale of Hardware and Software products as
well as support for these producis}, Maintenance Support Services and Managed Security Services (Analysis,
Protection, Detection and Response). The company has over 2,100 customers, ranging from large multinationat
corporations to financial institutions, healthcare and governmental organizations. The company typically targets
mid-market to large companies and organizations.
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Securelink’s Managed Security Services (MSS) are delivered out of 5 Cyber Defense Centers (CDCs). In those
CDCs cybersecurity experts manitor the networks and devices of our MSS Customers on a 24 /7 basis for
cybersecurity threats and take required response actions.

Governance

Board of Directors

The Board of Directors of SL Bidco B.V. is composed of:
Thomas Fetten (Germany), Executive Board Member

Ruud Kroon (The Netherlands), Non-executive Board Member
Andrea Davis (UK}, Non-executive Board Member

Pieter Mesker (The Netherlands), Non-executive Board Member

Group Leadership Team
Securelink’s Group Leadership team consist of the following individuals, each with their functional responsibilities:
Thomas Fetlen - Chief Executive Officer (CEOQ)*

Overall leadership and strategy, Infarmation Technology and Portfolio

Johan Andersson - Chief Commercial Officer (CCO)

Sales, Operations and Marketing

Marc Goegehuer - Chief Financial Officer (CFQ)

Finance, Legal and Human Resources

* As of the 15" of March 2018, Mr. Thomas Fetten was appointed as the new CEQ. He succeeded Marco

Barkmeijer, who became a non-executive board member of SL Holdco B.V,, the ultimate Dutch parent company of
St Bideo B.W.

Country Organization

The company puts its customers first. This is emphasized by o strong local market presence. The company has a
decentralized country-oriented sales and support organization, led by Country General Managers (CGMs). The



CGMs report to the CCO. Functional unit managers (e.g. marketing and finance) report both to country managers
and to their functional group counterparis.

o Vander Schueren, CGM Belgium Mark Jenster, CGM The Netherlands
Marten Toli-S&derblom, CGM Denmark

Leif Gyllenberg, CGM Sweden

Thomas Kronen, CGM Norwaoy Matthios Rosche, CGM Germany

Nick Garlick, CGM United Kingdom Sally Wang, CGM Chinc

Non-financial information

Sirategy

Prior to its acquisition by SL Bidco B.V., Securelink built o strong track record of organic growth in its original
home markets, Belgium and The Netherlands. In 2015 a strategic “buy and build” plan was developed to expand
further into Northern Europe and to build a leading Pan-European cybersecurity expert.

The company strategy developed in a market environment where crganizations are increasingly driving towards
digital transformation with data an application centric business models based on direct B2B and B2C interaction.
These organizations are also being confronted with a growing number of cyberattacks which can cause
substantial economic and reputational damage. Moreover, as of May 2018, the General Data Protection
Regulation [“GDPR”) took effect in the EU. This regulation requires all companies to protect personal data and to
disclose how this data is used and secured. It also obliges organizations to report data breaches within 72 hours.
The rise in e-commerce, the advent of 10T, the increase in cyberattacks and the introduction of GDFPR has
heightened the awareness for cybersecurity in all organizations. This environment creates unique opportunities for
Securelink, especially in the advisory and services business.

To capitalize on this market oppertunity and to become a leading cybersecurity expert, economies of scale and
skill are required. Together with Investcorp, Securelink’s majority shareholder through its investment company SL
Heldings S.a.r.l., Securelink took maojor steps to execute on this strategic plan through a series of acquisitions in
Scandinavig, the UK and Germany. Securelink also opened a CDC in Shanghai which became fully operational
in January of 2018.

Key Stfrategic Initiatives

2018 was o year focused on the consolidation and integration of the acquired companies. Securelink focused on
sharpening its strategy and harmonizing its marketing approach and its portfolio of solutions and services.
Securelink targets continued organic growth, at a rate outpacing the market. The growth is supported by an
expansion of the sales force, as well as the oddition of pre-sales and consulting staff. Growth is achieved by
acquiring new customers and by growing revenue streams from existing customers, mainly by offering an
expanded number of services and solutions to each customer. The company is also driving a transition from a
project-based business to a recurring service business model.



The company’s strategy is built on the following key pillars:

s  Further expand and refine the end-to-end security portfolio. The portfolio is built around four key
areas: advise and architect, design and implement, operate and support, detect and respond. Specitic
investment areas for the company are: cloud security, managed detect and response services, security
dashboards, identity management, 10T and Secure Insight Platforms.

*  Strengthening partnerships with the leading cybersecurity vendors. Leveraging Securelink's European
presence with key vendors in order to obtain top-level accreditation and status with selected strategic
vendors and partners. From a technology viewpoint, the company continues to focus on leading-edge
solutions, thereby selecting and offering the most advanced products to its customers.

® Expand the advisory and professional services capability. As clients are increasingly driving towards
digital transformation with data an application centric business models based on direct B2B and B2C
interaction, Securelink needs to be involved in the early phases of the decision-making process through
its expert advisors. Future business will increasingly be conducted by an advisory-led sales process.

e  Expand the Chinese business by offering Securelink’s trusted services to existing customers operating in
China. This offering is enabled by o dedicated and insulated CDC team in China with extended support
from European operations.

e Continue to execute on the buy-and-build strategy by investing in best of breed service providers in
Securelink’s key geographical markets. Create the scale required to remain competitive in the managed
security services market.

Building economies of scale and skill

A fundamental consideration behind Securelink’s strategy is that the cybersecurity industry will eontinue to evolve
from a solution {product})-based to a service-based model. In order to provide the best level of service ta
customers it is essential to have a large pool of experts in the company, who can provide advice and professional
services to o varied customer base, dealing with a multitude of infrastructures and cybersecurity challenges.
Economies of scale will be essential to remain competitive in a service-oriented business model. It is therefore
necessary that the Securelink group of companies creates deeply integrated core functions.

One of the main objectives of the integration plan remains the creation of a single MSS portfelio, delivered by
an integrated service delivery organization, in order to benefit to the maximum from our centralized CDC and
NOC capacity. The investments to integrate managed services continued in 2018. Legacy operational systems
will be replaced by a scalable, resilient and ultra-secure central Service Delivery Platform.

Further investments in a central ticketing application and a uniform customer portal have also started in the
second half of 2017. Data and system migrations took place in the first quarter of 2018, A centralized [T
orgonization wos created in 2018 focusing on the simplification and harmonization of the {T business services.

Environmental policy

The safety of employees and the protection of the environment are primary concerns to Securelink. The Group is
committed and dedicated to protecting the environment and to the prevention of pollution. Moreover, the Group
is committed to the implementation of the following safety, quality and environmental cbijectives:

- Provide a sofe working environment and encourage all employees to identify potentially unsafe
conditions or practices and to undertake corrective measures

- Limit CO2 emissions produced by its carpark by promoting electric or hybrid vehicles. In 2018, the
Group has invested in charging stations far the electric or hybrid vehicles in the different parking lots.

- Organize on premises first aid training sessions

- Comply with mandatory rules ond regulations and other requirements to which the company subscribes

Social, Human rights and human affairs policies

As an organization, the Group holds responsibility to ensure that people are treated with respect and can go
about their work, professional practice, or be in contact with Securelink, without being subject of unacceptable
behavior.

The company has adopted a corporate code of conduct in the course of 2018, which sets out the policies and
procedures in respect to unacceptable behavior towards clients, suppliers, partners, staff, employees and visitors.



The policies are viewed as an extension of the main corporate values of respect and trust, local legislation and
complaint handling policies and procedures.

The Group recognizes that personalities, characters and management styles may differ but, notwithstanding these
differences, as a minimum standard the Group will not tolerate unacceptable behavior no matter where or when
it occurs and will always act to safeguard the principles of fairness, honesty, integrity and respect and to ensure
that Securelink employees and staff act as trustworthy ambassadors of these values. The group aims to manage
unacceptable behavior in a manner that protects people wherever it is necessary to do so.

Several prevention officers are appointed throughout the group who act as hotline for incident reperting. Local
whistleblowers have been appointed in order to protect individuals who want to lawfully raise a legitimate
concern. If an individual does not feel comfortable reporting concerns to a supervisor, manager or any other
appropriate perscn within the Company, he or she can report the concern to the whistleblower who acts as
confidentiality person and ensures that the concerns raised are properly oddressed. The Group encourages
individuals to identify themselves when making a report to facilitate the investigation on issues raised. However,
any persen who does not want to be identified is entitled to register a complaint confidentially and anonymously.
The Group will treat all complaints in a confidential manner. The Company will not in any manner discriminate
against any individual who has made a complaint in good faith. Human resources is responsible for the effective
day-to-day management of the policy in line with legislation and labar regulations.

Employees are encouraged to:

- Work co-operatively with each other to achieve the Group's objectives

- Manage performance in an appropriate and fair manner

- Give and receive constructive, measurable and evidence-based feedback as part of the day-to-day
activities

- Consider other people’s perspective and views to help reaching agreement

- Estoblish great relationships with all stakeholders of the Group

Anti-corruption and bribery policies

The Group has o zero-tolerance policy in engaging in corrupt business practices and ensures proper procedures
to prevent bribery and corruption involving any director, officer, employee, contractor or other party
representing the Group. The Group will alse, at a minimum, comply with all applicable laws, regulations and
standards, including opplicable anti-bribery laws of the different jurisdictions in which business operations are

carried out, or, where internal policies require o higher standard, will comply with such higher standard.

The Group leadership team and country general management has received training during 2018 on the
interpretation and application of the Group’s anti-corruption and bribery pelicies and procedures.

Non-financial performance indicators thot are relevant to the business activities

The key asset of the Group is it's humaon capital. Te maintain o positive working atmosphere, the company
monitors the satisfaction of the employees through regular employee surveys. Results of these surveys are closely
monitored, and the qualitative survey data is used to create an even more attractive working environment. The
Group also closely monitors employee churn rate as a proxy of employee satisfaction.

Despite of the growing demand and shortage of highly trained and skilled IT specialists on the market, the Group
succeeds in increasing the actual number of FTE by limiting churn rates and attracting new employees. The main
strategy to achieve this goal is to focus on value creation for the Group’s employees by offering them a dynamic
working environment, continuous learning opportunities relating to cutting edge cybersecurity technologies and a
competitive remuneration package.

The Group also has the Securelink acodemy in place in which high-potential graduates receive a 6 months
training focusing on a mixture of theoretical background information and actual business cases, driving their
operational excellence going forward.

The group also monitors the level of customer satisfaction, mainly by using the Net Promotar Score or similar
metrics.
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Internal controls

The Group leadership team is responsible for establishing and maintaining adequate internal risk management
and control systems.

The Group believes that its internal risk management and control systems provide reasonable assurance that the
financial reporting does not contain any errors of material importance and that the internal risk management and
control systems relating to financial reporting risks operated properly in 2018.

Based on the current state of affairs, the Group leadership team believes that it is justified that the financial
reporting is prepared on a going concern basis as also disclosed in note 4.1.2 of the consolidated financial
statements. The material risks and uncertainties that are relevant to the expectation of the Groups continuity for
the period of twelve months after the preparation of the financial statements have been included in this
management board report, however, the Group cannot provide certainty that its business and financial strategic
objectives will be realized or that its approach to internal control over financial reporting can prevent or detect
all misstatements, errors, fraud or violation of law or regulations. Financial reporting over 2018 is based upon
the best operational information available throughout the year and the Group makes its best efforts at all times
to weigh the expected impact on risks identified and the cost of controlling those risks in o balanced manner.

The group leadership team states that, to the best of its knowledge:

- The 2018 financial statements give a true and fair view of the assets, liabilities, financial position and
profit or loss of SL Bidco B.Y. and its consolidated subsidiaries

- The management report gives a true and fair view of the position as per December 31, 2018 and that
the Group’s developments during 2018 and that of its offiliated companies are included in the financial
statements, together with a description of the principal risks facing the Group.

Diversity policy

The Group has not yet adopted a specific diversity policy, however, the code of conduct emphasizes that every
individual should be treated equally in accordance with the basic principles of fairness, honesty, integrity and
respect. Information as stated in article 2:166 and 2:276 of the “Wet Bestuur en Toezicht” (Dutch Law on
Management and Supervision) con be summarized as follows:

The Company's Board of Directors is currently comprised of 3 male directors and 1 female director.

The Group Leadership team is currently comprised of 3 male directors. For vacancies, women and men have
equal chances and choices are being made on the basis of competence and fit of personafity with the
organization.

Infarmation takeover direclive

Cuopital structure and aHached rights ond duties: For the information relating to the capital structure and attached
rights and duties of the Group, reference is made to note 25 of the consolidated financial statements.

Statutory or contractual restrictions on share tronsfer: Given the fact that all shares of the company are pledged,
the shareholders should seek approval from the beondholders prior to transfer of shares. There are no statutory
restrictions on the transfer of shares.

Major shareholders: 100% of the shares of the company are held by SL Midce B.V. The Company forms part of a
Group, headed by SL Holdco B.V. in The Netherlands. The majority of the share capital of SL Holdco B.V. is held
by SL Holdings S.4.rl., based in Luxembourg. The remainder of the share capital is owned by other investors,
including management. There are no individuals who have more than a 25% beneficial interest in the Company.

Special righis of control: No special rights of control are applicable for the Group

Control mechanisms relating to options plans, share plans, and share purchase plans No such plans are in place in
the Group

Yoting limitations: Not applicable.

Agreements with shareholders that can limit the transfer of shares or voting rights: Not applicable.



Regulations concerning the appointment and dismissal of Board members and changes to the Articles of Association:
Members of the Board of Directors are appointed by and may at any time be suspended or dismissed by, the
Annual General Meeting of Shareholders. Resolutions with respect to appointment and dismissal are passed by
an absolute majority of votes cast. If an amendment to the Articles of Association is proposed to the Annual
General Meeting of Shareholders, this is always stated in the convening notice for that meeting.

Authority of the Board, especially to issue and repurchase shares in the Campany: According to the articles of
association, the board has no authorization to repurchase shares in the Company.

Change of confrol arrangements: Change of control provisions have been included in the Company’s arrangements
with the bondholders that provide the credit facilities to the Company.

Agreements with Executive Board members or employees: The severance payment for the Executive Director has
been set at a maximum of one time his annual pay.

Financial Results

In 2018, the company grew revenues to €248,3 million, compared to revenues of €240,1 million in 2017. The
schedule below provides the regional split of the revenue of 2018:

Country Revenue
Belgium €52,9 million
Netherlands €50,7million
Sweden €62,0 million
UK €22,1 million
Germany €26,9 million
Denmark €173 million
Norway €9,2 million
China €0,2 million
Total €248,3 million

Overall the company grew revenues by 3,4%. Growth was affected adversely by the unfavorable evolution of
the SEK/EUR exchange rate. In constant currency terms, revenue growth would have been 4,4%. Revenue growth
was especially strong in the Benelux, Germany, Norway and Denmark. Sweden had lower revenues than in
2017, due to some exceptionally large product sale transactions in 2017, The UK also showed a decline in
revenues as some large clients postponed invesiment decisions due to the uncertain business climate in that
market.

Revenues were composed of €116,8 million product, €95,6 million maintenance and MSS services, €33,7 million
consultancy services ond €2,3 million of other revenues. Compared to prior year, product sales declined by
2,4%. This decline was mainly due to some exceptionolly large product sale transactions in 2017, which were not
repeated in 2018. Other revenues, largely composed of internally developed software sales, also declined by
16,5%. Services showed a growth rate of 10,9% and consulting by 6,7%. The growth profile in 2018 is a
reflection of the underlying market developments and the company's strategy to provide value added
consultancy and services in combination with product solutions.

Cost of raw materials and consumables was €141,6 million. Gross Margin, defined as Revenues minus cost of raw
materials and consumables equates €106,7 million, an increase of 5,2% compared to prior year's Gross Margin
of €101,4 million. Gross Margin therefore improved from 42,2% in 2017 to 42,9% in 2018, reflecting a
revenue mix with relatively more value-added services versus product sales.

The loss for the year, net of income tax is €18,3 million for 2018, compared to a loss for the year, net of income
tax of €11,8 million in 2017. The result for the year is materially influenced by the amortization of intangible
assets from business combinations, the goodwill impairment and some exceptional re-financing cost.

The company measures its financial performonce for management purposes on Adjusted EBITDA (Earnings Before
Interest, Tax, Depreciation and Amortization, adjusted for Non-recurring expenses). For 2018 the company



reported adjusted EBITDA of €23,4 million, an increase by 10,0% compared to the adjusted EBITDA of €21,3
million of 2017. The adjusted EBITDA margin was 9,4%, compared to 8,9% in 2017.

Solvency, Cash Flow and Liquidity

Management looks at the fiquidity ratio as o measurement of how well the company can repay current liabilities
with the existing current assets. The total of current liabilities and current assets considered in the calculation
excludes short term contract liabilities (deferred revenue) and short-term prepayments [deferred cost of goods
sold) as these balance sheet positions are no financial instruments and will never have a cash flow effect in the
future. Changes in these balance sheet positions only result in P&L effects without any actual effect on cash flows.
Management also deducts inventory to calculate the liquidity ratio as it considers inventory as an illiquid asset.

The current ratio (current assets incl. cash & bank adjusted for inventaries and short 1erm prepayments /current
liabilities adjusted for short term contract liabilities) is 100% on December 314, 2018, a significant imprevement
over the 76% on December 319, 2017. On December 31%, 2018, the company's solvency ratio (adjusted
equity/balance sheet total, reference is made to note 34.4 for more detail on the calculation) is 32%, down from
39% on December 31#, 2017,

The change in ratios is mainly the result of the refinancing of all the company’s bank debt through the issue of o
€150 million senior secured bond in February 2018. The refinancing has created additional financial flexibifity
which enables the Company to implement its strategic five-year plan. The bond terms do not include any
financial maintenance covenants, nor an obligation to repay principal amounts prior to the bond maturity date in

2023.

The company had @ net cash drain of €3,2 million in 2018. Cash generated from operations was €20,2 million,
representing an 86% cash conversion ratio {Cash generated from operations/adjusted EBITDA).

The company spent €2,1 million in investing activities, paid €1,3 million in taxes and used €20,0 million of cash
for financing activities, of which €7,7 million was used for interest payments and €5,6 million for other financing
cost, primorily related to refinancing fees paid.

Overall the company completed the year with a cash balance of €20,4 million compared to €23,9 million at the
end of 2017,

Personnel

The company’s main assets are its people. The company will continue to invest in the growth of its expert
salesforee and its consulting teams. These investments require careful timing as the investment in the expert
workforce usually takes between & and 12 months to start paying back. On average the company employed
663 FTE {including 24 contractors) in 2018, compared to 656 FTE (including 36 contractors) in 2017. This
represents only o modest increase, mainly due to the realization of a synergy plan, which allowed for the
elimination of a number of duplicate functions in the group.

Research and Development (R&D)

The company does engage to a limited extent in R&D activities and/or in the development of marketable IP. The
company mainly invests in systems and software to support its internal processes and its service fulfillment with
customers.

Key risks and uncertainties

The principal risks and uncertainties the company is facing are broadly grouped as econemic, operational and
financial. With respect to risks in general, the company’s policy is where possible to mitigate the impact and
probability of risks. Both the board of directors as the group leadership team review the risk appetite on the
various business risks identified during the year by discussing the topics in the planned and ad hoc (if required by
the specific facts and circumstances) board of directors meetings and group leadership team meetings. The
discussions focus on maintaining the balance between risk and reward relative to potential opportunities, The

Group has a delegation of authority mairix in place, which defines the different levels of approval depending on



the significance and potential impact of business transactions and ensures escalation to the appropriate level of

management or to the board of directors.

The company has no tolerance for non-compliance with the code of conduct including it’s anti-bribery policies and
procedures. In general, the Group has very limited risk appetite in the following domains:

- Commercial risk taking in terms of indemnity clauses which could harm the Group’s reputation

- Risks relating to operations including resource capacity to be able to execute the contracted projects

- Engagement with vendors of which the financial health is deemed to be unsatisfactory

- Cybersecurity and data protection related matters as any breach in those areas could potentially harm
the company’s reputation

In general, the Group has medium appetite for the business risk related to engage with new strategic vendors
and the adoption of new technologies. The Group considers the delivery of cutting-edge cyber security
technology solutions as one of its main value creation elements towards its customers. The agility of making use of
new technologies is always weighted against the risks that are involved in the service offering of those new

technologies.

In the paragraphs below the most important risks are addressed including, where applicable, the company's

internal controls to mitigate the risks.

Economic risk. The company closely monitors the information technology, and more specifically the cybersecurity,
market. One of the developments that may affect the company is the transition to cloud-based applications.
Adaptation of cloud applications may impact on how cybersecurity is implemented and sourced. This requires
Securelink to permanently revise its product portfolio in order to enable it to offer the appropriate cloud-based
solytions.

As o provider of technology solutions, Securelink also permanently monitors the life cycles of the various
technology solutions in its portfolio. Securelink’s core activities do not include building own products but Securelink
primarily acts as o value-added integrator for the solutions it offers to its customers. Therefore, the technology
risk is modest and mitigated by o constant renewal of the product portfolio.

The market environment is changing from IT Security to Cybersecurity, leading to a transition from a selution
{product)-based to a service—based business model. This requires Securelink to pro-actively expand its services
portfolio and service delivery capability. The adaptation of the services model by the customers is taking more
time than expected, evidenced by extended sales and onboarding cycles. The slower transition of the market
towards a service-based model, does not call for a ¢change in strategy. On the contrary, Securelink continues to
invest in its service-based business model, not only in equipment or systems, but also in advisory and consultancy
staff.

Securelink expects that customers will gradually move to more cloud-based IT. Many core applications will
however remain directly controlled and managed by our customers. Therefore, Securelink expects most
companies to operate hybrid models in the medium-term future, whereby own infrastructure operates in a
combination with cloud- based applications. This complex hybrid operating environment will require continved
cybersecurity solutions as offered by Securelink.

On 29 March 2017, the UK government invoked Article 50 of the Treaty of Lisbon, notifying the European
Council of its intention to withdraw from the EU. There was an initial two-year timeframe for the UK and EU to
reach an agreement on the withdrawal and the future UK and EU relationship, which is now extended to October
31, 2019. At this stage, there is significant uncertainty over the period for which the existing EU laws for member
states will continue to apply to the UK and which laws will apply to the UK after an exit. Following the
negotiations between the UK and the EU, the UK’s tax status may change, and this may impact the Group.
However, at this stage, the level of uncertainty is such that it is impossible to determine if, how and when that tax
status will change.

Although the Group does not have significant import /fexport of products {and services) between the UK and other
entities from the Group or between the UK based subsidiary and third-party customers from other European
countries, the above-mentioned uncertainty still exists to date and the exact impact on the operations is difficult to
assess.



Operationel risk. To execute the strategic plan, the company is dependent on its expert salesforce and expert
consultants to market and deliver its solutions and services. To different degrees, there are shortages of
cybersecurity experts in the markets Securelink operates in and the competition to attract talent is high.
Securelink therefore needs to remain an attractive employer, being able to offer campetitive remuneration
packages as well as exciting job opportunities.

The company’s success will depend on its ability to satisfy customer needs and to provide best in class service. The
quality of its service depends on the quality of its people. Securelink permanently monitors its Net Promotor
Score {NPS) and has clear targets and action plans to continue to achieve the highest level of customer
satisfaction.

Financial risk. A significant portion of the company’s cash flow is required to service its debt. Significant
investments will also be required in expansion of the workforce, technological support platforms and working
capital. Moreover, the transition to services and recurring revenue models may create additional capital
requirements as customers expect monthly invoicing and Securelink may be required to pre-finance the hard- and
software required to provide the services. It may therefore be necessary in the future to attract additional
financing.

On February 6™, 2018 the Company issued a €150 million senior secured bond which is listed on the Frankfurt
exchange identified with ISIN NOOQ108B14189. Subsequently the bond was also listed on the Oslo exchange on
February é™, 2019. The bond was mainly issued to refinance the syndicated bank loans and a shareholder
bridge loan. The bond has a duration of 5 years maturing on February é™, 2023, Interest are EURIBOR 3M (with
a floor at 0%) + 5,5% and are paid quarterly. Within the same refinancing transaction, the Company entered
into a Super Senior Revolving Credit Facility for an amount of €20 million. As from the date of listing, the
company has become a Public Interest Entity (PIE).

Securelink’s functional currency is EUR. Securelink conducts most of its business in local currency {mostly EUR, GBP
and SEK). A significant part of products and services that are bought in are paid in USD. This exposes Securelink
to currency risk. This risk is mitigated by entering into forward buying contracts for USD from the moment orders
are placed and by allowing for currency adjustments in longer term service contracts. The compony's external
debt is denominated in EUR. In order to hedge against currency fluctuations in GBP and in 5EK, the company has
entered into EUR/GBP and EUR/SEK cross currency swaps. The company expects to finance its future investments
from its operational cash flow. In case further significant investments will be made (e.g. in the acquisition of
companies), the company may require further debt and equity financing. The bond has a maximum issue amount
of €250 millioen, which can be accessed in case certain financial incurrence covenants are met.

The interest on most of the debt is floating rate. To mitigate against the risk of interest rate fluctuations, the
company has entered into an interest rate hedge agreement. More details on mitigation of financial risk are
provided in the financial statements {See note 34).

Regulatory and Business Liability risk. GDPR is crecofing a business opportunity for Securelink. However, the
company itself also has to assure complionce with this new regulation, and therefore has engaged into an
extensive project to assure complionce with GDPR. This includes the appointment of Data Protection Officers
{DPOs) in the relevant jurisdictions.

The increased level of MSS contracts may expose the company to customer claims in case of data breaches. The
company mitigates this risk by contractually limiting its liability. Moreover, the company takes out insurance to
cover potential professional indemnity and product liability claims.

Financial Reporting Risk. During the financial years 2015, 2016 and 2017 the company acquired a number of
subsidiaries in various jurisdictions each with their own local accounting requirements. The risk exists that the
transition between local GAAP and the group accounting policies (IFRS) results in anomalies. Furthermore the
acquisition of the subsidiaries requires a purchase price allocation process in which fair value vaivations are
performed, which are subject to an estimation process. In order to cope with this risk, the company has invested
considerably in its capebility to report financiol results through the expansion of its finance organization, the
implementation of a company-wide reporting and consolidation system and the adoption IFRS as of 2018.

Future Developments

Although no material M&A targets are currently under investigation, the company will continue to monitor the
market for interesting expansion opportunities. The operations in Ching have become operational in 2018 and
are expected to drive financial benefits from the start.



Subsequent events

On the é" of February 2019, the company successfully listed it's 150 million euro senior secured bond with ISIN
NOQOC10814189 on the Oslo Bars, (the Oslo Exchange).

On the 29% of January 2019, Marco Barkmeijer has stepped back from his position as director of 5L Bidco B.V.

and has been succeeded by Pieter Mesker.

On the 7% of May 2019, Orange S.A. signed an agreement to acquire all the shares of SL Bidco B.V. Crange is
making this acquisition as part of its Strategy to rapidly expand its presence in the Cybersecurity market, This
transaction will also provide access for Securelink to an expanded international customer base. The sale of the
shares of SL Bidco B.V. is expected to complete by the end of Q2, beginning of @3 2019, after ali reglatory
approvals have been obtained. An estimate of the financial effect of this transaction cannot be made by

management.

Sliedrecht, May 10, 2019

Thomas Fetten

Executive board member

Ruud Kroon

Non-executive board member

Andrea Davis

Non-executive board member

Pieter Mesker

Non-executive board member



Report of the Audit Committee

Composition

The SL Holdco B.V. Audit Committee also acts as the Audit Committee of SL Bidco B.V. and is composed of the
following non-executive directors of SL Holdco B.V.:

Rudy Kroen {(The Netherlands), Audit Committee chairman

Gender: male

Country of origin: The Netherlands

Principal position: Non-executive director of SL Holdco B.V. and SL Bidco B.V. No other relevant positions to the
performance of the duties as audit committee chairman

Date of initial appointment: 27" of June 2018

Term of office: no specific term specified at the moment of appeintment

Andrea Davis {UK), Audit Committee member

Gender: female

Country of origin: UK

Principal position: Non-executive director of SL Holdco B.V. and SL Bidco B.V and Managing director Private equity
Europe Investcorp

Date of initial appointment: 27t of lune 2018

Term of office: no specific term speciftied at the moment of appointment

Martin Wilfert (Germany), Audit Commitiee member

Gender: male

Country of origin: Germany

Principal position: Non-executive director of SEL Holdco B.V. No other relevant positions to the performance of the
duties as audit committee member

Date of initial appointment: 27" of June 2018

Term of office: no specific term specified at the moment of appointment

Independence

The Audit Committee is compliant with the independence requirements of best practice provisions 2.1.7 to 2.1.9
inclusive of the Dutch Corporate Governance Code.

Meetings

The audit committee held 3 meetings during 2018, in which all members of the audit committee were present. The
management board prepared detailed supporting documents as preparation for all meetings. The Company
Secretary, Charlotte Lundqvist, is also the secretary of the audit committee.

The main topics discussed during the meetings held by the audit committee in 2018 relate to the following items:

- External auditor's audit plan including scope of the audit, key risk areas and approval of audit fees
- Review of the Value Creation long term business plan including review of implementation of the plan



- Review of the 2019 Budget

- Supervision of internal compliance rules including oversight of auditor independence

- Supervision of bond listing application

- Review ond approval of prospectus used for the Bond listing on the Oslo exchange

- Review and approval of the special purpose financial statements included in the above-menticned
prospectus

The Group leadership team prepared an extensive business plan for the coming years in which the mid-term
strategy was disclosed and discussed with the members of the cudit committee. Follow up on the implementation of
the plan is achieved by discussing the status of the implementation in scheduled meetings subsequent to the
presentation of the initial plan.

The audit committee has not become aware of any significant internal control deficiencies. Although there is no
separate internal audit department in place, the audit committee acknowledges the added value that the internal
audit function brings to a rapidly growing orgonization and considers implementing the internal audit function during
next year.

Remuneration

None of the audit committee members receives o remuneration for the services provided. The Group does not
provide loans or advances to the audit committee members and there are no leans or advances outstanding. The
Group also does not issue guarantees to the benefit of audit committee members.

Group leadership team remuneration policy

The Group aims at remunerating members of the group leadership team for long-term value creation. A
remuneration policy is in place that contributes o competitive and aligned remuneration with the long-term
performance of Securelink.

The remuneration policy consists primarily of Fixed compensation. The company strives to remunerate its employees
and its executives based on their responsibilities and in alignment with market practices.

Annual variable compensation (Annual Benus) based on achieving key financial and non-financial targets, such as
(Adjusted EBITDA), revenue growth, relative share of service and product revenue. The audit committee reviews and
approves annually the variable compensation.

Pension plan and other benefits such as company car can be part of the remuneration package, as the case may be.

Diversity policy

The Group has not yet adopted a specific diversity policy, however, the code of conduct emphasizes that every
individual should be freated equally in accordance with the basic principles of fairness, honesty, integrity and
respect. Information as stated in article 2:166 and 2:276 of the “Wet Bestuur en Toezicht” (Dutch Law on
Management and Supervision) can be summarized as follows:

The Company’s audit committee is currently comprised of 2 mole directors and 1 female director.

For vacancies, women and men have equal chances and cheices are being made on the basis of competence and fit
of personality with the organization.



Conclusion

The financial statements have been audited by the external auditors, Deloitte Accountants B.V. The external auditors
have expressed an unqualified opinion on the financial statements.

The audit committee has signed the 2018 financial statements pursuant to their statutory obligations under article
2:101 {2) of the Dutch Civil code.

The audit committee of the Group recommends that the annual general meeting of shareholders adopts the financial
statements for the year 2018 on the 24% of May 2019.

Sliedrecht, May 10, 2019

Rudy Kroon Andrea Davis

Chairman of the Audit Committee Audit Committee member

Martin Wiilfert

Audit Committee member
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Consolidated financial statements SL Bidco B.V. 2018

e  (onsolidated statement of profil or loss and other comprehensive income for the year ended 31 December 2018
o  (onsolidated statement of financial position for the year ended 31 December 2018

e  (onsolidoted statement of changes in equity for the yeor ended 31 December 2018

o Consoliduted statement of cash flows for the year ended 31 December 2018

o Notes to the consolidated finoncial statements for the year ended 31 December 2018

All amounts in this report are presented in thousands of euro unless stated otherwise
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Consolidoted statement of profit or loss and other comprehensive income for the yecr ended 31 December 2018

Consolidated stutement of profit of less and gther comprehensive income for the yesr ended 31 Dacember 2018

Revenue

Raw materials and consumables used
Employee benefits (¥)

Office and facilities

Travel

Vehicles {¥)

Telecommunication and IT

Legal and accounting

Marketing

Other ncome /(expense)
Amaortization, depreciation and impairment {*¥)

Finance cost (net}

Frofit [ (ioss) hefore tax

Income tax

PROFIT / (LOSS) FOR THE YEAR

Atiibutoble fo:
Owners of the Company

Nen-controlling interest

Other comprehensive income [ {loss), net of income tax
ffems that will nol be reclassified subs equently to profit or loss, net of tax:

Remeasurement of defined benefit obligation

Items that may be reclassified subsequently to profit or loss, net of tax:

Exchange differences on translating foreign operations

OTHER COMPREHENSIVE INCOME / {(LOSS) FOR THE YEAR, NET OF INCOME TAX

TOTAL COMPREHENSIVE INCOME / (LOSS) FOR THE YEAR

Atiributoble to:
Owners of the Company

Non-controlling interest

Notes 31/12/2018 31/12/2017
EUR '000 EUR ‘000

6,7 248 280 240 105
(141 557) (138 675)
8 {65 383) (63 193)
(3708) (3212
(1709) {1 580)
{4 078) {4 055)
(3 316) (3 227)
(3714) (6 611)
(3 023) (2 987)
(961) {401
12,14,15,19 {20 797} (17 094)
9 {19 949} (12 884)
(19 909) (13 814)
10 1576 2021
(18 333) (11 793)
{18 357} 111 836)
28 24 43
8 (17} 22
26 (1963} {1 816)
(1 980) (1794)
{20 313) (12 587)
(20 337) {13 630)
28 24 43

(*) Based on an assessment of financial information available in 2018, a reclassification between employee benefits and vehicle expense
has been applied in the statement of profit or loss ond other comprehensive income as per 31 December 2018 of €1 134 thousand (31
December 2017: €1 186 thousand) and has been restated compared to prior public reporting in the interim financial statements of the
fourth quarter of 2018 and compered to the consolidated special purpose financial statements for the period January 1, 2017 wniil

December 31, 2017, This correction is only a reclassification and has no impact on the net income presented in the statement of profit or

loss and other comprehensive income,
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(**} Based on current market conditions (i.e. the actual results of the first quarter of 2019, the reforecast of the full year budget of 2019
and based on the fact that the Brexit uncertainty is still unresolved), management has reassessed the key assumptions use in the impairment
model for Securelink UK Limited and has accounted for an impairment of € 9 million as per 31 December 2018 which was not yet included
in the prior public reporting in the interim finoncial statements of the fourth quarter of 2018 and in the consolidated special purpose
financial statements for the period January 1, 2018 untit December 31, 2018. Reference is made to note 12.2.
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Consolidated statement of financial position for the year ended 31 December 2018

(onsoliduted statement of financial position for the year ended 31 December 2018

Notes 31/12/2018 31/12/2017 01/01/2017
EUR 000 EUR '000 EUR "000

ASSETS
Non-current Assets
Goodwill {**] 12 258 400 271713 261 041
Other intangible assets 14 49 554 58 659 58 931
Property, plant ond equipment 15 3735 4496 3 553
Deferred tax ossets 10 1967 1983 4 161
Prepayments 13 14 943 14 037 11 622
Other financial assets 20 1050 127 122
Other assets P16 1045 1410

330 565 352 060 340 840
Current Assets
Inventories 18 2199 1490 897
Other financial assets (**¥) 20 1001 2508 2010
Trade and other receivobles {*] 19 5% 464 57176 47 977
Finance lease receivables 20 @47 839 204
Current tax assets 10 1445 502 1731
Prepayments 13 37 172 34 750 34058
Contract cost 17 1075 588 459
Other assets 2 BBS 1140 933
Cash and bank balances 31 20 403 23 856 20 235

126 591 122 899 108 504
TOTAL ASSETS 457 156 474 959 449 344

[*) Trade and cther receivables and contract liabilities have been restated as at 31 December 2018, 31 December 2017 and 1 January
2017 compared to prior public reporting in the interim financial statements of the fourth quarter of 2018 and compared to the special
purpose consolidated financial siatements for the period Janvary 1, 2017 until December 31, 2017. The changes made relate to a more
accurate assessment of the chenge in presentation of contraet liabilities recognized without unconditional right to consideration os described
in section 4.1.3. first time adoption of IFRS, subtitle E.3.h of this report based on the currently cveilable information which was not available
at the dates of release of the prior mentioned reports. As per 31 December 2018, the additienal netting of accounts receivable against
contract liabilities omounts to €10 257 thousand {31 December 2017: €8 123 thousand and 1 January 2017: €4 455 thousand}. Note
that this correction has no impact on the consolidated statement of profit or loss and other comprehensive income and only relates 1o o

netting between trade receivables and contract liabilities.

[**) Based on current market conditions (i.e. the actual results of the first quarter of 2019, the reforecast of the full year budget of 2019
and based on the fact that the Brexit uncertainty is still unresolved), management has recssessed the key assumptions use in the impairment
model for Securelink UK Limited and has accounted for an impairment of € 2 million as per 31 December 2018 which was not yet included
in the prior public reporting in the interim financial statements of the fourth quorter of 2018 ond in the consolidated special purpose
financial statements for the period January 1, 2018 until December 31, 2018. Reference is made to note 12.2.

(***) Other financial assets and current tax liabilities have been restated as at 31 December 2018 compared to prior public reporting in
the interim financial statements of the fourth quarter of 2018 and compared to the special purpose consclidated financial statements for
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the period January 1, 2018 until December 31, 2018. The changes made relote to a reclassification of €737 thousand which decreases
the presented amounts of both current tax liabilities and other financial assets as per 31 December 2018, This current tax liability is
ultimately payable by 5L Holdca B.V. a5 head of the fiscal unity during 2016 and 2017. The amount has been deducted from the related

party receivable against SL Holdeo B.V. which is included in line item other financial assets.

Consalideted stafement of financial position for the yeor ended 31 December 2018 (ad.)

~ Notes 31/12/2018 31/12/20%7 01/01,/2017
EUR '000 EUR ‘0G0 EUR "000
EQUITY AND LIABILITIES
Capital and reserves
Isswed capital and share premivm 25 142 146 142 146 136 144
Cther reserves 246 (4 227) (2 247) [453)
Accumulated losses 27 (63 036]) (44 679) {32 843)
74 883 " ) ”'";;';2_0_ _-—_“-.“TBZ 848

Non-controlling interests 28 168 144 101
TOTAL EQUITY 73031 95 3:; - A'IAC)7:M9:;‘
Non-cunent liabilities
Borrowings 21 216 131 183 870 183 378
Retirement benefit obligation 8 26 310 28
Deferred tax Habilities 10 11804 15 247 14 972
Provisions 27 - BO 80
Contract liabilities (¥} 6 18 301 17 339 16 399

246 262 h 216 846 - 214 857
Cument liabilities
Trade and other payables 24 81 6469 72 495 62750
Current tax liobilities [***) 10 1114 575 3 144
Barrowings 21 4 680 40 151 23 065
Contract habilities {*) & 48 339 49 313 42 479
Other finandiat liobilities 21 41 215 100

135 843 162 749 o ““'"1“3"]‘";;";
TOTAL LIABILITIES “"MW”?”'”;;“’I’”;; o 379 595 346 395
TOTAL EQUITY AND LIABILITIES - """""'";‘;7'"“'5"& ) 47N4 959 449 344
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Consolidated statement of cash flows for the year ended 31 December 2018

Consolidated statement of cash flows for the year anded 31 December 2018

Profit / (loss) for the year (**¥)

Adjustment for:
Income tax recognized in profit or loss
Finance cost recognized in profit or loss

Depreciation, amortization and mpairment of assets (***)

Movements in working capital:
{Increase)/decrease in trade debtors (*}
{Increase)/decrease in inventories
lincreasel/decrease in other operating assets (*¥)
Increase /[{decrease) in trade creditors
Increase /(decrease) in other operating labilities (*)
Incredse /(decrease) in provisions and retirement benefit obligation

Cash generated from operations

income taxes paid

Met cash generated by operating adivities

Cash flow froin investing activities:

Payment for acquisition of subsidiary, net of cash acguired

Payment for intangible assets other than goodwill, customer relations

and tradenames
Payments for property, plant & equipment
Interest received

Net cash (used in)/generated by investing adivities

Cash flow from financing aclivifies:
Proceeds from issue of share and other equity instrumenis
Interest pard
Proceeds from lease licbilities
Repayments from lease habilities
Proceeds from borrowings
Repayments of borrowings
Other finandial cost paid

Net cash (used in)/generated by financing adivities

Net increase f{dededse) in cash and cash equivalents

Cash ond cash equivalents ot the beginning of the year

Effects of exchange rate changes on the balance of cash held in foreign

currencies

Cash and cash equivalents at the end of the year

Notes

12, 14,15, 19

30

25

215
215
215
215
215

3

31

31/12/2018 31/12/2017
EUR ‘c00 EUR ‘000
{18 333) 1 793
(1 576) {2 021)
19 949 12 884
20797 17 094
20 837 16 164
12671) (11818)
(715) (591)
(7 336} 4934
7 500 9 422
2617 4334
n 298
20 221 22 743
1312 2 159)
18 909 20 584
- (20 828)
1 204} [2 574}
{1 057) 12 427)
127 52
{2 134) (25777}
- 2
(7 674) {6 087)
544 2 591
{2 252) {7435)
150 022 15 848
{155 070} (2 071)
{5 576) {609)
{20 008} 8 929
(3 231} 3736
23 856 20 235
(222) (115)
20 403
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(*) Trade and other receivables and coniract habilities have been restated as at 31 December 2018 and as at 31 December 2017
compared to prior public reporting in the interim financial statements of the fourth quarter of 2018 and compared to the special
purpose consolidated finuncial statements for the period January 1, 2017 until December 31, 2017. The changes made relate to o
more accurate assessment of the change in presentation of contract liabilities recognized without unconditional right to consideration as
described in section 4.1.3. first time adoption of IFRS, subhitle E.3.h of this report based on the currently available information which
was not available ot the dates of release of the prior mentioned reports. As per 31 December 2018, the additional netting of gecounts
receivables against contract liahilities amounts to €2 134 thousand {31 December 2017: €3 648 thousand). This correction is not the
same as the correction in the consolidated statement of financial position as the correction in the consolidated statement of cash flows
includes o yedr-over-year change of the netted amount.

(**) Lease receivables granted and repayments from lease receivables have been restated as at 31 December 2018 and as ot 31
December 2017 compared to prior public reporting in the interim financial statements of the fourth quaner of 2018 and compared to
the special purpose consclidated financial statements for the period January 1, 2017 until December 31, 2017. The changes made
relate to @ more accurate presentation of the cash flow effect of lease receivables which are now included in the movement in working
capital section of the stalement of cash flows. The change in presentation has a negative effect on the cash generated from operations
of €58 thousand as at 31 December 2018 [2017: €685 thousand) and a positive effect on the net cash generated by financial activities
of the same omounts.

{(***) Based on current market conditions {i.e. the actual results of the first quarter of 2019, the reforecost of the full year budget of
2019 and based on the fact that the Brexit uncertainty is still unresolved), management has reassessed the key assumptions use in the
impairment model for Securelink UK Limited and has accounted for an impairment of €9 million as per 31 December 2018 which was
not yet included in the prior public reporting in the interim financial statements of the fourth quarter of 2018 and in the consolidated

special purpose financial statements for the period January 1, 2018 until December 31, 2018. Reference is made to note 12.2.
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Notes to the consolidated financial stotements for the year ended 31 December 2018

1 General information

SL Bidco B.V. {hereinafter the “Company”) is incorporated on @ December 2015 as a Limited Company and
registered in The Netherlands with registered number 64720756. The Company has its registered office in
Amsterdam ond its operational location is Trapezium 224, Sliedrecht, Netherlands.

The direct parent company is SL Midco B.V., a company based in The Netherlands. The Company forms part
of a Group, headed by SL Holdco B.V. in Amsterdam. The majority of the share capital of SL Holdce B.V. is
held by SL Holdings S.a.r.l., based in Luxembourg. The remainder of the share capital is owned by other
investors, including management. There are no individuals who have mare than 25% of the beneficial

interest in the Company.

The financial information of the Company has been recorded in the consolidated financial statements of SL
Holdco B.V. in Amsterdam. Copies are available at the Trade Register at the Chamber of Commerce in

Amsterdam.
The Group’s principal business is cybersecurity.

The group consclidated financial statements, were approved for issue by the Management Board on May
10", 2019.
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2  Application of new and revised IFRSs

New and revised IFRS5s in issue but not yet effective

New IFRS issued but not yet effective

A number of new accounting standards and interpretations have been published that are not mandatory for
31 December 2018 reporting periods and have not been early adopted by the Group.

Of those standards that are not yet effective, IFRS 16 Leases is expected to have a material impact on the

Group’s financial statements in the period of initial application.

There are no other standards that are not yet effective and that would be expected to have a material
impact on the entity in the current or future reporting periods and on foreseeable future transactions.

IFRS 16 Leases
The Group is required to adopt IFRS 16 Leases as from 1 January 2019,

IFRS 16 introduces a single on-balance sheet lease accounting model for lessees. A lessee recognizes a
right-of-use asset representing its right to use the underlying asset and a lease liability representing its
obligation ta make lease payments. There are recognition exemptions for short-term leases and leases of

low-value items. Lessor continues to classify leases as finance or operating leases.

IFRS 16 replaces existing leases guidance, including IAS 17 Leases, IFRIC 4 Determining whether an
Arrangement contains o Lease, SIC-15 Operating Leases — Incentives ond SIC-27 Evaluating the Substance

of Transactions Involving the Legal Form of a Lease.
Transition

The Group plans te apply IFRS 16 initially on 1 January 2019, using the modified retrospective approach.
Therefore, the cumulative effect of adopting IFRS 16 will be recognized as an adjustment to the opening
balance of retained earnings at T January 2019, with no restatement of comparative information.

The Group plans to use the practical expedient by applying IFRS 16 to all contracts entered into before 1
Jonuary 2019 ond identified os leases in accordance with IAS 17 and IFRIC 4.

The Group will elect to use the exemptions proposed by the standard on lease contracts for which the lease
terms ends within 12 months as of the date of initial application, and lease contracts for which the
underlying asset is of low volue. The Group has leases of certain office equipment (personal computers,

printing and photocopying machines) that are considered of low value.
Impact

The Group has reviewed all of the existing lease arrangements over the last year in light of the new lease
accounting rules in IFRS 16. The new standard will primarily affect the occounting for the group’s operating

leases.

As at the reporting date, the group has non-cancellable operating lease commitments of €16 158 thousand.
Of these commitments, approximately €41 thousand relate to short-term leases and €72 thousand relate to

low value leases which will both be recognized on a straight-line basis as expense in profit or loss.

For the remaining lease commitments in scope of IFRS 16, the Group expects to recognize right-of-use assets
of approximately €14 847 thousand on 1 January 2019 and corresponding lfease liabilities of €15 052
thousand {(ofter adjustments for prepayments aond accrued lease payments recognized os at 31 December
2018) and deferred tax assets of €51 thousand. Overall net assets will be approximately €154 thousand
lower and net current assets will be €5 169 thousand lower due to the presentation of a portion of the

lease liability as a current liability.
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The group expects that net profit after tax for 2019 will decrease by approximately €238 thousand as a
result of adepting the new standard. Earnings before interest, taxes, depreciations and amortizations
("EBITDA"} is expected to increase by approximately €5 374 thousand as the operating lease payments
were all included in EBITDA, but the amortization of the right-of-use assets and interest on the lease liability
are excluded from this measure.

Operating cash flows will increase, and financing cash flows will decrease by approximately €5 374
thousand as repayments of the principal portion of the lease liabilities will be classified as cash flows from
financing activities.

The Group’s activities as o lessor are not material and hence the group does not expect any significant
impact on the financial statements. However, dome additional disclosures will be required from next yeor.

3 Statement of compliance

The conselidated financial statements have been prepared in accerdance with International Financial
Reporting Standards as adopted by the European Union (IFRS Standards) and IFRS 1 First-time Adoption of
International Financial Reporting Standards has been applied.

The principal accounting policies adopted are set cut below.

4 Significant accounting policies

4.1 Basis of preparation

4.1.] Basis of measurement and use of judgements and estimates

Apart from some financial instroments measured ot fair value ond amortized cost, some other assets and
liobilities are not stated at historical cost, e.g.:

-defined benefit obligations;
-contingent consideration and contingent liabilities related to business acquisitions.

The consolidated financial statements are presented in euro, which is the Company’s functional currency. All

amounts have been rounded to the nearest thousand, unless otherwise indicated.

4.1.2 Going concern

The Company has applied the going concern principle in the preparation of the financial statemenis.
Although the Company has made a net loss during 2018 mainly resulting from amortization of acquisition
infangibles and interest expense on shareholder loans, manogement is of the opinion thot the operational
result and operational cash flow with sustoinoble cash conversion rates supports the preparation of the

finoncial stotements and accompanying notes based on the going concern principle.

Moreover, On the 6éth of February 2018, the Group has successfully completed o bond placement of
€150 million, refinancing all existing bank loans. The new financing has created additional financial
flexibility to be able to implement the strategic plan 2022 going forward. The new bond terms do not
include any financial covenants and contains no obligation to repay capital amounts before expiry date in
2023. Together with the refinancing transaction, the Group also secured a super senior revolving credit
facility of €20 million to manage potential liquidity risks.
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The Group has not identified any significant business outlook risk.

4.1.3 First time adopfion of IFRS

In preparing the financial statements, the Group’s opening statement of financial peosition was prepared as
at 1 Jonuary 2017, the Group's date of transition to IFRS. This note explains the principal adjustments made
by the Group in restating its NL GAAP financial statements, including the statement of financial position as
at 1 January 2017 and the financial statements for the year ended 31 December 2017. IFRS 1 allows first-
time adopters to use certain exemptions from the retrospective application of certain requirements under

IFRS.

Exemptions applied
Mandafory exceptions:
- Accounting estimate

An entity’s estimates in accordance with IFRSs at the date of transition to IFRSs shall be consistent with
estimates made for the same date in accordance with previous GAAP {after adjustments to reflect any
difference in accounting policies), unless there is objective evidence that those estimates were in error,

- The de-recognition of financial assets and financial liabilities

The Group applies the derecognition rules in IFRS 9 Financial Instruments prospectively from the date of
transition to IFR3. Therefore, the Group does not recognize the financial assets and financial liabilities
derecognized under Dutch GAAP before the date of transition to IFRS {even if they would not have
qualified for derecognition under IFRS 9), unless they qualify for recognition as a result of a later

transaction or event.
- Classification and measurement of financial assets

The Group has assessed classification and measurement of financial assets on the basis of the facts and

circumstances that exist af the date of transition to IFRS.
- Hedge accounting

The Group did not apply hedge occounting under previcus GAAP and does not apply hedge accounting
under IFRS (see note on hedge accounting in significant accounting policies).

- Non-contrelling Interests

Some requirements of IFRS 10 Consolidated Financial Statements that shall be applied prospectively. As this

does not have an impact on the financial statements, the Group is compliant with the mandatery exemption.

Optional exempftions:

IFRS 1 allows first-time adopters certain exemptions from the retrospective application of certain

requirements under IFRS.

The Group has applied the following exemptions from the retrospective application of the requirements
under IFRS:

= IFRS 3 Business Combinations has not been applied to either acquisitions of subsidiaries that are
considered businesses under IFRS, or acquisitions of interests in associates and joint ventures that occurred
before 1 January 2017. Use of this exemption means that the NL GAAP carrying omounts of assets and
liabilities, that are required to be recognized under IFRS, is their deemed cost ot the dote of the acquisition.
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After the date of the acquisition, measurement is in accordance with IFRS. Assets and liabilities that do not
qualify for recognition under IFRS are excluded from the opening IFRS statement of financial position. The
Group did not recognize or exclude any previously recognized amounts as a result of IFRS recognition
requirements. IFRS 1 also requires that the NL GAAP carrying amount of goodwill must be used in the
opening IFRS statement of financial position {apart from adjustments for goodwill impairment and
recognition or derecognition of intangible assets}). In accordance with IFRS 1, the Group has tested goodwill
for impairment at the date of transition to IFRS. No goodwill impairment was deemed necessary at 1
January 2017.

= All property, plant and equipment has been valued at historic cost under NL GAAP. No remeasurement af
fair value has been performed at the date of transition to IFRS, The Group has elected to regard those

values as deemed cost at the transition date.
* Revenue from contracts with customers: The Group applied the following expedients:

- For completed contracts, an entity need not restate contracts that begin and end within the same annual
reporting period

- For completed contracts with variable consideration, transaction price at the date the contract was
completed can be used, rather than estimating variable consideration amounts in the comparative
reparting periods

- For all reporting periods presented before the beginning of the first IFRS reporting period, an entity
need not disclose the amount of the transaction price allocated to the remaining performance

obligations and an explanation of when the entity expects to recognize that amount as revenue

The Group has applied IFRS 15 in accordance with the fully retrospective transitional approach without
using the practical expedients for completed contracts in IFRS 15.C5{a), and (k), or for modified contracts in
{FRS 15.C5{c) but using the expedient in IFRS 15.C5(d) allowing both non-disclosure of the amount of the
transaction price allocated to the remaining performance obligations, and an explanation of when it
expects to recognize that amount as revenue for all reporting periods presented before the date of initial
application, i.e. 1 January 2017,

Apart from the exemptions described above relating to first adoption of IFRS, the principal accounting
policies are set out as from note 4.2 till note 4.21.

Estimates

The estimates at 1 January 2017 and at 31 December 2017 are consistent with those made for the same
dates in accordance with NL GAAP (after adjustments to reflect any differences in accounting policies)

apart from the following item where application of NL GAAP required o different basis of estimation:
* Pensions and other postemployment benefits
* Impaoirment of financial assets based on expected credit loss model

The estimates used by the Group to present these amounts in accordance with IFRS reflect conditions at 1
January 2017, the date of transition to IFRS and as at 31 December 2017.

Group reconciliations

In this section, o summary is presented of the impact of the first-time adoption of IFRS to the consclidated
opening equity as at 1 January 2017, the restated consolidoted equity as at 31 December 2017, the total
consolidated comprehensive income as at 31 December 2017 and the consolidated statement of cash flows,

including descriptive notes on the remeasurements made in the respective financic! statement captions.
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Significant changes in presentation between NL GAAP and IFRS are also disclosed in the descriptive notes.
A, Group reconciliation of Eguity as at 1 January 2017 (date of transition to IFRS)

-

i

i
!

Group reconciliotion of Equity as at | Jonuary 2817 daresof
3R
Notes  \3rarson  Remessurement TG
7T TTEUR 000 EUR 000 EUR'000
ASSETS
Non-current Assets .
Goodwill 261041 - 261041
Otherintangible assets 58931 - 58 931
Property, Plant and Equipment 3553 - 3553
Deferred Tax Assets d 4152 9 4161
Prepayments 11622 - 11622
Otherfinancial assets =22 - 122
Other Assets — 1410 - 1410
340831 8 340840
Current Assets
Inventones 897 - 897
Otherfinancral assets 2010 - 2010
Trade and ctherRecewvables h.1 57200 (9223} 47 977
Finance Lease recevables 204 - 204
Cument tax assets 1731 - 1731
Prepayments 34070 (12) 34058
Contract cost b - 459 459
Other Assets 933 - 933
Cash and bank balances 20235 - 20235
117 280 (87786) 108 504
TOTAL ASSETS 458 115 (8 767) 449 344
EQUITY AND LIABILITIES
Capitaland reserves
issued capital and share premium 136 144 - 136 144
Otherreserves {453) - {453)
Accumulated losses d o (33 11 M2u9m8w o (igm
102 550 298 102 848
Non-controlling interests 101 101
TOTAL EQUITY 7 w0zes1 298 102949
Non-current liabilities
Bomowings 183378 - 183378
Retrement benefit obhgation C - 28 28
Deferred tax habilities d 14 830 142 4972
Provisions 80 - 80
Contracthabilities a - 16 399 1B 359
198 288 16 569 214 857
Current liabilities
Trade and other payables 1 62327 423 62750
Current tax habilities 3 44 - 3144
Borrowings 23065 - 23065
Contractliabiities a.h 68536 (26 057} 42479
Otherfinancial habihties o woe - 100
157 172 (25634) 131538
TOTAL LIABILITIES o ,:!5,5, 450 . (9 065) 346 3@5
TOTAL EQUITY AND LIABILITIES 458 111 (8 767) 449344



B. Group recongiliation of Equity as at 31 December 2017
Group reconciliation of Equity as at 31 December 2017
Notes N Tiwizony Remeaswement S SO
T Eurvose | EURY00 EUR'000
ASSETS
Non-current Assets
Goodwill e,f 249632 22081 271713
Otherintangible assets f 55768 23891 98659
Property, Plant and Equipment g 4 396 100 4 496
Investments in associates g 33 (33) -
Deferred Tax Assets d 1971 12 1983
Prepayments 037 - 4037
Otherfinancial assets 128 n 127
Other Assets g 1013 32 1045
326978 25082 352 060
Current Assets
Inventones 1490 - 1490
Otherfinancial assets 2508 - 2508
Trade and other Recewables g.h 71236 {14 060) 57 178
Finance Lease recewables 889 - 889
Currenttaxassels 502 - 502
Prepayments 34 750 - 34750
Contract cost b - 588 588
OtherAssets o] 1138 2 1140
Cash and bank balances g 23775 81 23856
" T13ez288  (13389) 122889
TOTAL ASSETS 463 266 B 11693 474 959
EQUITY AND LIABILITIES
Capital and reserves
lssued capitaland share premium M2 1486 - 142148
Otherreserves (2039} (208) (2247)
Accumulated losses (692407} 24728 {44 679)
T 70700 T 24520 "Tes 220
Non-contrelling interests 143 1 144
TOTAL EQUITY 70843 24521 95364
Non-current liabilities
Bormowings 183870 - 183 870
Retirement benefit obligation c 277 33 310
Deferred tax habilties d 4266 981 15 247
Provisions 81 {1 80
Contractliabilities ah - 17 339 17 339
198484 18 352 216 846
Curre nt liabilities
Trade and otherpayables a.i 71914 581 72495
Current tax abilities g 578 (€M 575
Bomrowings g 40066 85 40 151
Contract labilities a,h 81155 {31842) 49313
Otherfinancial lzbilites 216 (1) 215
193 929 (31180) T 162 749
TOTAL LIABILITIES 392 423 (12 828) 379 505
TOTAL EQUITY AND LIABILITIES 463 266 T 11ea3 | 474959

474959
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C. Group reconciliation of total comprehensive income for the year ended 31 December 2017

Group recondliation of tetal comprehensive income for the yeur ended 31 December 2017

Notes

Revenue

Raw matenals and consumables used

Seling expenses

General administrative expenses

Employee benefits c
Office and facilibes 9
Travel

Vehicles

Telecammunicaton and IT

Legal and accounting f
Markeling

Otherncome/{fexpense)

Investrment income

Finance cost {net) c
Amortization, depreciation and impaiment

Share in result of associated companies

Profit/ (Loss) before tax

income tax d
PROFIT/ (LOSS) FOR THE YEAR

Attributable to:
Owners ofthe company

Non-contralling mnterest

Other comprehensive income, net of income tax

Items that wilf not be reclassified subsequently
to profit or loss:

Remeasurement of defined benefit cbligation [+3

ftems that may be reclassified subseqguently to
profit prloss:

Exchange differences on translating foreign operations d

OTHER COMPREHENSIVE INCOME FOR THE
YEAR, NET OF INCOME TAX

TOTAL COMPREHENSIVE INCOME FOR THE YEAR
Attribytable to:
Owners of the Company

Nen-controling interest

ML GAAP as
at
Avazizonz
EUR '000

240105
(187 670)
(23 753)
(54 027)

8
52
(12 930)

(170)
(38 385)

2183
{36 222)

(36 266)
44

(1585}

(1585)

.. {37807)

(37 851)
44

Reclassifica
tion

EUR 000

48995
23753
54027
(63 230)
(3 174)
{(1580)
{4 055)
{3 220)
(5 B08)
(2 986)
{407)
(52)

52

(42 315)

Remeasure IFRS as at
ment 3111212017
EUR '000 EUR ‘000

- 240 105

- {138 675)

37 (63193)

(38) (3 212)

- {1580)

- (4 055)

@ (3 227)

(803) 6611

9] (2 987)

2) (401

{6) (12 884}

25221 (17 094}

170 -

24 571 {13 814)

(142) 2021

24428 (11793)

24 430 (11836}

h 43

22 22

@31) (1818)

(209) {(1784)
24220 (13 587)
24 221 (13630)

(1) 43
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D. Group reconciliation of total cash flows for the year ended 31 December 2017

The transition from NL GAAP to IFRS has not had o material impact on the statement of cash flows. The
reclasses performed and changes in presentation are disclosed in the notes to the Group recenciliations

section below.

E. Motes to the Groyp reconciliation

General remarks on changes in presentation
1. Consolidated statement of finanaal position
The following changes in classification and presentation of assets, equity and liabilities were made:

o Separate line items created for deferred tax assets, goodwill and other assets in which
prepayments are recognized. Under NL GAAP, prepayments and deferred tax assets were
presented as financial assets

o Separate line items for other financial assets, finance lease receivables, current tax assets and
other assets.

o Current account positions with related parties reclassed from other receivables to other
financial assets

o  Reclassed deferred charges, accrued income and prepayments from trade and other
receivables to other assets

o Added separate line items for retirement benefit obligation, deferred tax liabilities and
current tax liabilities

The Group has applied IFRS 15 Revenve from Contracts with Customers. IFRS 15 introduces a 5-step
approach to revenue recognition. Far mere prescriptive guidance has been added in IFRS 15 to deal with
specific scenarios. IFRS 15 uses the terms ‘contract asset’ and ‘contract liability’ to describe what might more
commonly be known as ‘accrued revenve’ and ‘deferred revenue’, however the Standard does not prohibit
an entity from using alternative descriptions in the statement of financial position. The Group has adopted
the terminology used in IFRS 15 to describe such balances.

The Group’s accounting policies for its revenue streams are disclosed in detail in Note 4.5 below. Apart from
providing more extensive disclosures on the Group’s revenue transactions, the application of IFRS 15 has not
had a significant impact on the financial position and/or financial performance of the Group. The amount of
adjustment for each financial statement line item affected by the application of IFRS 15 is illustrated in the
remeasurement schedules above and commented in the remeasurement and restatement entries section in
this note.

2. Consolidated sftatement of cash Flows

The following changes in classification and presentation to the consolidated statement of cash flows were
made to comply with IFRS:

o  Start from net income instead of operating result

o  Gross presentation of several cash flow line items

3. Consolidated statement of profit or loss and other comprehensive income

o The combined statement of profit or loss and other comprehensive income is used

Reclassifications in the statement of financial position and remeasurements
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h.

Reclass of Contract liabilities with maturity date > 1y to long term contract liabilities

In the 2016 and 2017 NL GAAP consolidated financial statements, all contract liabilities with a
maturity date exceeding 1 year were presented as current liabilities, whilst the prepayments with a
maturity date exceeding 1 year were presented as non-current assets. The total amount of contract
liabilities was presented under line item “deferred revenue” in the current liobility section of the
statement of finoncial position and the non-current portion of deferred revenue was disclosed in the
notes. Under IFRS, the Group uses the practical expedient that if the normal business cycle is not clearly
identifiable, it is assumed to be 12 months. As such, all contract liabilities with a maturity date
exceeding 1 year are reclassed to non-current liabilities.

Restatement of contract cost

Based on the IFRS 15 requirements, the cost of obtaining a contract should be recognized as an asset if
the entity expects to recover those costs and if the incremental cost of obtaining the contract would not
have been incurred if the contract had not been obtained.

The Group identified variable sales commissions which meet the definition stated above and has
recognized these sales commissions as contract cost.

Defined benefit obligafion

Under Local GAAP, the Group recognized costs related to its pension plan on o cash basis. Under IFRS,
pension liabilities are recognized on an actuarial basis. The pension liability has been recognized in full
ogainst retained earnings in the IFRS opening statement of financial position as per 1 Januvary 2017
and has been adjusted against Profit or loss for the current service cost and net interest
income/expense. As per 31 December 2017, the actuarial gains and losses have been recognized
against OCI.

Impact of remeasuremenis on Equity, OCl and deferred taxes

Equity, OCl and deferred tax remeasurements combine the equity, OCI and deferred tax impact of all
other corrections mentioned in this note.

Remeasurement of Goodwill

In the 2016 and 2017 annual accounts NL GAAP consolidoted financial statements, Goodwill amount
recognized was amortized over 12 years on a linear basis. As from the date of transition to IFRS,
amortizations were reversed as goodwill is not amortized under IFRS reporting framework. The profit
or loss effect of the reversal of amortization of goodwill in 2017 amounts to €24 501 thousand.

Restafement of business combinations which tock place after the first adoption date of IFRS

The acquisition of iT-Cube Systems A.G. took place ofter the first adoption date and the purchase price
allocation has been reperformed taken into accounts requirements in IFRS 3 Business combinations.
Acquisition costs related to the transaction were expensed in the statement of comprehensive income as
per 31 December 2017 and the remeasurement of the acquired intangible assets mainly resulted in o
shift from recognized goodwill to recognized customer contracts in the business combination.

Consolidation of legal entifies Securelink Information Technology (Shanghai} Co., Lid. And Agile Si
GmbH.

Under NL GAAF, entities can be exempt from full consolidation when they have a negligible effect on
the financial statements, The Group has an equity interest in both entities of 100% ond has
consolidated the entities in full in the IFRS financial statements.

Change in presentation of contract liabilities recognized without unconditional right te consideration
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Under IFRS, contract liabilities which are recognized at the moment of accounts receivable recognition
which are not yet due at that point in time should be offset against that accounts receivable position
until the accounts receivable position becomes due ond there is a unconditional right for consideration.
The reclassification relates to accounts receivable position which is not yet due at balance sheet date
and for which a contract liability had been recognized.

i.  Reclassification of receivables holiday poy

The receivable of advanced holiday pay is presented on the asset side of the balonce sheet under IFRS
and are not offset against the pravision for holiday pay on the liability side of the balance sheet.

Reclassifications in the consolidated statement of profit or loss

In the 2016 and 2017 annual gccounts according to NL GAAP, expenses were presented by function. Under
{FRS, the Group has opted to present expenses by nature, rather than by function. This has the following
impoct:

Impact on raw materials and consumables used:

In the NL GAAP 2017 consolidated financial statements, there was an amount of €14 934 thousand
included in cost of goods sold relating to amortization on customer contracts and tradenames and an
amount of €34 061 thoysand included in cost of goods sold relating to allocation of operational payroll
expenses. The amortization charge is presented under line item “Amortization, depreciation and
impairment” and the allocated operational payroll expense is presented under line item “employee
benefits” in the statement of profit or loss and other comprehensive income under FRS framework.

Impact on expenses by nature:

Total presented expenses by function included in the operating result amounts to €77 772 thousond under
NL GAAP (IFRS before remeasurements: €84 452 thousand). The difference relates to depreciation and
amortization charges included in general administrative expenses in NL GAAP consolidated accounts of
€27 380 thousand (IFRS before remeasurements: €27 381 thousand presented under line item
“Amortization, depreciation and impairment” and Qperational payroll expenses presented as part of cost
of goods sold in NL GAAP consolidated accounts of €34 061 thousand (IFRS before remeasurements:

€234 061 thousand presented under line item “"Employee benefits” in the expenses by nature).

4.2 Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and entities
(including structured entities) controlled by the Company and its subsidiaries. Control is achieved when the

Company:

- has power over the investee;
- is exposed, or has rights, to variable returns from its involvement with the investee; and

- has the ability to use its power to affect its returns.

The Company reassesses whether or not it controls an investee if facts and circumstances indicate that there

are changes ta one or more of the three elements of control listed above.
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When the Company has less than a majority of the voting rights of an investee, it has power over the
investee when the voting rights are sufficient to give it the practical ability to direct the relevant activities of
the investee unilaterally. The Company considers all relevant facts and circumstances in assessing whether or

not the Company’s voting rights in an investee are sufficient to give it power, including:

- the size of the Company’s holding of voting rights relative to the size and dispersion of holdings of the
other vote holders;

- potential voting rights held by the Company, other vote holders or other parties;

- rights arising from other contractual arrangements; and

- any additional facts and circumstances that indicate that the Company has, or does not have, the
current ability to direct the relevant activities at the time that decisions need to be made, including

voting patterns at previous shareholders’ meetings.

Consolidation of a subsidiary begins when the Company obtains control over the subsidiory and ceases
when the Company loses control of the subsidiary. Specifically, income and expenses of a subsidiary

acquired or disposed of during the year are included in the consolidated statement of profit or loss and
other comprehensive income from the date the Company gains control until the date when the Company

ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income are attributed to the owners of the
Company and to the non-controlling interests. Total comprehensive income of subsidiaries is attributed to the
owners of the Company and to the non-controlling interests even if this results in the non-controlling interests

having a deficit balance.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting

policies into line with the Group’s accounting policies.

All intfragroup assets and liabilities, equity, income, expenses and cash flows relating to transactions between

members of the Group are eliminated in full on consolidation.

4.2.1 Changes in the Group's ownership interests in existing subsidiaries

Changes in the Group’s ownership interests in subsidiaries that do not result in the Group losing control over
the subsidiaries are accounted for as equity transactions. The carrying amounts of the Group's interests and
the non-controlling interests are adjusted to reflect the changes in their relative interests in the subsidiaries.
Any difference between the amount by which the non-centrolling interests are adjusted and the fair value of
the consideration paid or received is recognized directly in equity and attributed to owners of the

Company.

When the Group loses control of a subsidiary, a gain or loss is recognized in profit or loss and is caleuiated
as the difference between (i} the aggregate of the fair value of the consideration received and the fair
value of any retained interest and (ii) the previous carrying ecmount of the assets (including goodwill}, and
liahilities of the subsidiary and any non-centrolling interests. All amounts previously recegnized in other
comprehensive income in relation to that subsidiary are accounted for as if the Group had directly disposed
of the related assets or ligbilities of the subsidiary (i.e. reclassified to profit or loss or transferred to another
category of equity as specified/permitted by applicable IFRSs). The fair value of any investment retained
in the former subsidiary at the date when control is lost is regarded as the fair value on initial recognition
for subsequent accounting under IFRSY Financial instruments when applicable, the cost on initial recognition

of an investment in an associate or a joint venture.
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4.3 Business combinations

Acquisitions of businesses are accounted for vsing the acquisition method. The consideration transferred in a
business combination is measured at fair value, which is calculated os the sum of the acquisition-date fair
values of the assets transferred by the Group, liabilities incurred by the Group to the former owners of the
ocquiree and the equity interests issued by the Group in exchange for control of the acquiree. Acquisition-

related costs are generally recognized in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired, and the liabilities assumed are recognized at their

fair value, except that:

- deferred tax assets or liabilities, and assets or liabilities related to employee benefit arrangements are
recognized and measured in uccordance with IAS 12 Income Taxes and IAS 19 respectively;

- liabilities or equity instruments related to share-based payment arrangements of the acquiree or share-
based payment arrangements of the Group entered into to replace share-based payment
arrangements of the acquiree are measured in accordance with IFRS 2 at the acquisition date; and

- assets (or disposal Groups) that are classified as held for sale in accordonce with IFRS 5 Non-current
Assets Held for Sale and Discontinued Opetations are measured in occordance with that Standard.

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any non-
controlling interests in the acquiree, and the fair value of the acquirer’s previously held equity interest in the
acquiree (if any) over the net of the acquisition-date amounts of the identifiable assets acquired and the
liabilities assumed. If, after reassessment, the net of the acquisition-date amounts of the identifiable assets
acquired and liabilities assumed exceeds the sum of the consideration transferred, the amount of any non-
controlling interests in the acquiree and the fair value of the acquirer’s previously held interest in the
acquiree {if any), the excess is recognized immediately in profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership interests and entitle their holders to o propertionate
share of the entity’s net assets in the event of liquidation may be initiclly measured either at fair value or at
the non-controlling interests’ proportionate share of the recognized omounts of the acquiree’s identifiable
net assets. The choice of measurement baosis is made on a transaction-by-transaction basis. Other types of
non-contrelling interests are measured at fair valve or, when applicable, on the basis specified in another
IFRS.

When the consideration transferred by the Group in o business combination includes assets or liabitities
resulting from a contingent consideration arrangement, the contingent consideration is measured at its
acquisition-date fair valve and included os part of the consideration transferred in a business combination.
Changes in the fair value of the contingent consideration that quolify as measurement period adjustments
are adjusted retrospectively, with corresponding adjustments against goodwill. Measurement period
adjustments are adjustments that arise from additional information obtained during the ‘measurement
period’ (which cannot exceed one year from the acquisition date) about facts and circumstances that existed

at the acquisition date.

The subsequent accounting for changes in the fair value of the contingent consideration that do not qualify
as measurement period adjustiments depends on how the contingent consideration is classified. Contingent
consideration that is classified as equity is not remeasured at subsequent reporting dates and its subsequent
settlement is accounted for within equity. Cther contingent consideration is remeasured to fair value at

subsequent reporting dates with changes in fair value recognized in profit or loss.

When a business combination is achieved in stages, the Group's previously held equity interest in the
acquiree is remeasured to its acquisition-date fair value and the resulting gain or loss, it any, is recognized
in profit or loss. Amounts arising from interests in the acquiree prior to the acquisition date that have
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previously been recognized in other comprehensive income are reclassified to profit or loss where such

treatment would be appropriate if that interest were disposed of,

If the initial accounting for a business combination is incomplete by the end of the reporting period in which
the combination occurs, the Group reports provisional amounts for the items for which the accounting is
incomplete. Those provisional amounts are adjusted during the measurement period {see above), or
additional assets or liabilities are recognized, to reflect new information obtained about facts and
circumstances that existed at the acquisition date that, if known, would have affected the amounts

recognized at that date.

4.4 Goodwill

Goodwill arising on an acquisition of o business is carried at cost as established at the date of acquisition of
the business (see note 4.3 above) less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to each of the Group's cash-generating units

that is expected to benefit from the synergies of the combination.

Goodwill is tested for impairment annually or upon occurrence of triggering events, which indicate a

possible need for impairment.

A cash-generating unit to which goodwill has been allocated is tested for impairment annually, or more
frequently when there is an indication that the unit may be impaired. If the recoverable amount of the cash-
generating unit is less than its carrying amount, the impairment loss is allocated first to reduce the carrying
amount of any goodwill allocated to the unit and then to the other assets of the unit pro rata based on the
carrying amount of each asset in the unit. Any impairment loss for goodwill is recognized directly in profit or
loss. An impairment loss recognized for goodwill is not reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the attributable amount of goodwill is included in the

determination of the profit or loss on disposal.

4.5 Revenve recognition

The Group provides sclutions to customers based on their specific needs and requirements. These solutions
often tend to include one or meore of the following performance obligations:

- Sole of products: Hardware

- Sale of products: Licenses

- Sale of services: Maintenance contracts
- Sale of services: Consultancy services

- Sale of services: Managed Security Services (MSS)

All of the above performance obligations meet the criteria of being separate performance obligations. A
Group wide analysis has been made on revenue recognition of these separately identifioble performance
obligations based on the 5-step model of IFRS T5.

Revenue is measured based on the consideration specified in a contract with a customer and excludes
amounts collected on behalf of third parties. The Group recognizes revenue when it transfers control of a

product or service to @ customer.

The Group does not apply a portfolio of contracts approach. Instead, every solution {contract} sold to a
customer is broken down inte the identified performance obligations and accounted for based on the
outcome of the 5-step analysis of that performance obligation. Significant accounting policies relating to

each performance obligation is included below.
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The Group has concluded that it acts as principal in all recognized contracts, for all performance obligations
of the solutions provided to the customer and accounts for revenue and cost of goods sold on a gross basis.
For maintenance, consultancy and MSS services, the Group concludes that it acts as principal in all
recognized confracts due to the fact that the group is in contral of the services in advance of transferring
them to the customer, the Group has discretion to set prices and the Group has the primary responsibility to
provide the services. The basis of conclusion for the other revenue categories mainly relies on the fact that
the Group has the discretion to accept or reject orders from customer, the Group can source items from more
than one supplier {as the Group designs a tailor made solution for the customer in which, based on the
specific facts and circumstances, different technologies can be more beneficiafl for the customer), the Group
is fully responsible over the sales strategy and the Group is the primary responsible in fulfilling the promise.
Moreover, the Group has full discretion to set prices and the amount paid by the Group to the supplier is

fixed per unit.

4.5.1 Sdle of products: Hardware & Licenses

As part of the solution provided to the customer, the Group often arranges delivery of Hardware
components. Revenue of Hardware sales is recognized at o point in time when the customer obtains control
over the asset, typically upon delivery of the Hardware. Following delivery, the customer obtains control
over the asset and has the ability to direct the use of, and obtains substantially all of the remaining benefits

from the asset.

A receivable is recognized by the Group when the goods are delivered to the wholesaler as this represents
the point in time at which the right to consideration becomes unconditional, as only the passage of time is

required before payment is due.

As part of the solution provided to the customer, the Group often delivers Licenses to the customer. The
Group only sells own developed intellectual property for an immaterial amount. The most common licenses

sold are bought in licenses from vendors/distributors.

Revenue recognition of licenses is based on whether the customer obtains a “right to use “or a “right to
access” license. The Group argues that it sells only “right to use” licenses, apart from own developed
intellectual property, as the definition of IFRS 15 states for o right to occess asset that all of the following

criteria of IFRS to recognize revenue over item need to be met:

- Criterion 1: The entity expects to undertake activities that significantly affect the intellectual property
- Criterion 2: Rights directly expose the customer to positive or negative effects of the entity’s activities
- Criterion 3: The activities do not result in the transfer of a good or service to the customer

As this is not the case with license revenue sold by the Group, the licenses sold are classified os “right to use”

licenses and revenue is recognized at a point in time.

The Group buys subscription and perpetual licenses from vendors and the customer does not reasonably
expect Securelink to undertake activities that significantly affect the intellectual property to which the
customer has rights. The intellectual property of software also typically has significant standalone
functionality (iIFRS 15.B59A), pointing to a right to use asset, rather thon a right to access asset.

Revenue of License sales is recognized at a point in time when the customer obtains control over the asset,
typically upon delivery of the License. Following delivery, the customer obtains control over the asset and
has the ahility to direct the use of, and obtains substantially all of the remaining benefits from the asset.

4.5.2 Sale of services: Consultancy services
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As part of the sclution provided to the customer, the Group often delivers consultancy services to the
customer; Consultancy services can be fixed fee contracts or consultancy invoiced based on hours

performed.

The service meets the criteria for recognizing revenue over time. Revenue is recognized over time os the
customer simultanecusly receives and consumes the benefits provided by the Group. Revenue is recognized
over time us the customer simultaneously receives and consumes the henefits provided by the Group.
Revenue is recognized pver time based on timesheet registration information.

4.5.3 Sale of services: Maintenance and MSS contracts

As part of the solution provided to the customer, the Group often delivers maintenance services to the
customer; Maintenance services comprises vendor maintenance as well as own serviced maintenance

contracts.

The service meets the criteria for recognizing revenue over time. Revenue is recognized pyer time as the
customer simultaneously receives and consumes the benefits provided by the Group. Revenue is recognized
over time on a linear basis, as the maintenance service is a stand-ready obligation: Timing of revenue
recognition for performance obligations of services in cose something happens, which is not definable in

time, has a continuing value for the customer over the lifetime of the contract.

The Group also provides MSS services to customers. Customers can close a contract to obtain MSS from the
Group for a period of time, in which the customer simultaneously receives and consumes the benefits
provided by the Group. That benefit is safely enabling their business in a secure environment, menitored by

the Group.

Revenue is recognized over time on a linear buasis, as the MSS contracts are stand-ready obligations: Timing
of revenue recognition for performance obligations of services in case something happens, which is not
definable in time, has a continving value for the customer over the lifetime of the contract. Revenue is
recognized over time os the customer simultaneously receives and consumes the benefits provided by the

Group.

4.6 Contradi liabilities

A contract liability is the obligation to transfer goods or services to a customer for which the Group has
received consideration [or an amount of consideration is due) from the customer. Contract liabilities are

recognized as revenue when the Group performs under the contract.

4.7 Leasing

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

4.7.1 The Group as lessor

Amounts due from lessees under finance leases are recognized as receivables at the amount of the Group's
net investment in the leases. Finance lease income is allocated to accounting periods so as to reflect a

constant periodic rate of return on the Group’s net investment outstanding in respect of the leases.
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Rental income from operating leases is recognized on o straight-line basis over the term of the relevant
lease. Initia! direct costs incurred in negotiating and arranging an operating lease are added to the
carrying amount of the leased asset and recognized on a straight-line basis over the lease term.

4.7.2 The Group us lessee

Assets held under finance leases are initially recognized as assets of the Group at their fair value at the
inception of the lease or, if lower, at the present value of the minimum lease payments. The corresponding
liability to the lessor is included in the consolidated statement of financial position as a finance lease

obligation.

Lease payments are apportioned between finance expenses and reduction of the lease obligation so as to
achieve a constant rate of interest on the remaining bolance of the liability. Finance expenses are
recognized immediately in profit or loss, unless they are directly attributable to qualifying assets, in which
case they are capitalized in accordance with the Group’s general policy on borrowing costs. Contingent

rentals are recognized os expenses in the periods in which they are incurred.

Operating lease payments are recognized as an expense on a straight-line basis over the lease term,
except where another systematic basis is more representative of the time pattern in which economic benefits
from the leased asset are consumed. Contingent rentals arising under operating leoses are recognized as an

expense in the period in which they are incurred.

In the event that lease incentives are received to enter into operating leases, such incentives are recognized
as o liability. The aggregate benefit of incentives is recognized as a reduction of rental expense on a
straight-line basis, except where another systematic basis is more representative of the time pattern in which

economic benefits from the leased asset are consumed.

4.8 Foreign currencies

In preparing the finoncial statements of each individual Group entity, transactions in currencies other than
the entity’s functional currency (foreign currencies) are recognized at the rates of exchange prevailing at the
dates of the transactions. At the end of each reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at that date. Non-monetary items carried af fair value
that are denomingted in foreign currencies are retranslated at the rates prevailing at the dote when the
fair value was determined. Non-monetary items that are measured in terms of historical cost in a foreign

currency are not retranslated.
Exchange differences on monetary items are recognized in profit or loss in the period in which they arise.

For the purposes of presenting these consolidated financial statements, the assets and liabilities of the
Group’s foreign operations are translated into Currency Units using exchange rates prevailing at the end of
each reporting period. Income and expense items are translated at the exchange rates at the dates of the
transactions. Exchange differences arising, if any, are recognized in other comprehensive income and

accumulated in equity {and attributed to non-controlling interests as appropriate).

On the disposal of a foreign operation (i.e. a disposal of the Group’s entire interest in a foreign operation,
a disposal involving loss of control over a subsidiary that includes a foreign operation, or a partial disposal
of an interest in a joint arrangement or an associate that includes a foreign operation of which the retained
interest becomes o financial asset), all of the exchange differences accumulated in equity in respect of that
operation attributable to the owners of the Company are reclassified to profit or loss as part of the gain or

loss on disposal.
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In addition, in relation to o partial disposal of a subsidiary that includes a foreign operation that does not
result in the Group losing control over the subsidiary, the proportionate share of accumulated exchange
differences is re-attributed to non-controlling interests and are not recognized in profit or loss. For all other
partial disposals {i.e. partial disposals of associates or joint arrangements that do not result in the Group
losing significant influence or joint control), the proportionate share of the accumulated exchange

differences is reclassified to profit or loss.

Goodwill and fair value adjustments to identifiable assets acquired and liabilities assumed through
acquisition of a foreign operation are treated as assets and liabilities of the foreign operation and
translated at the rate of exchange prevailing at the end of each reporting pericd. Exchange differences

arising are recognized in other comprehensive income.

4.9 Borrowing costs

Borraowing costs directly atiributable to the acquisition, construction or production of qualifying assets, which
are assets that necessarily take a substantial period of time to get ready for their intended use or sale, are
added to the cost of those assets, until such time as the assets are substantially ready for their intended use

or sale.

Investment income earned on the temporary investment of specific borrowings pending their expenditure on

qualifying assets is deducted from the borrowing costs eligible for capitalization.

Borrowing costs related to financial instruments, category other financial liabilities are accounted for at

amortized cost using effective interest method.

4.10 Employee benefits

4.10.1 Retirement benefif costs and termination benefits

Payments to defined contribution retirement benefit plans are recognized as an expense when employees

have rendered service entitling them to the contributions.

For defined benefit retirement benefit plans, the cost of providing benefits is determined using the
projected unit credit method, with actuarial valuations being carried out at the end of each annual
reporting period. Remeasurement, comprising actuarial gains and losses, the effect of the changes to the
asset ceiling {if applicable) and the return on plan assets {excluding interest), is reflected immediately in the
statement of financial position with a charge or credit recognized in other comprehensive income in the
period in which they occur. Remeasurement recognized in other comprehensive income is reflected
immediately in retained earnings and will not be reclassified to profit or loss. Past service cost is recognized
in profit or loss in the period of a plan amendment. Net interest is calculated by applying the discount rate
at the beginning of the pericd to the net defined benefit liability or asset. Defined benefit costs are

categorized as follows:

- service cost (including current service cost, past service cost, as well as gains and losses on curtailments
and settlements);
- net interest expense or income; and

- remedasurement

The Group presents the first two compaonents of defined benefit costs in profit or loss in the line item

employee benefits, Curtailment gains and losses are accounted for as past service costs.
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The retirement benefit obligation recognized in the consolidated statement of financial position represents
the actual deficit or surplus in the Group’s defined benefit plans. Any surplus resulting from this calculation is
limited to the present value of any economic benefits available in the form of refunds from the plans or

reductions in future contributions to the plans.

A liability for a termination benefit is recognized at the earlier of when the entity can no longer withdraw

the offer of the termination benefit and when the entity recognizes any related restructuring costs.
4.10.2 Shori-term and other long-term employee benefits

A liability is recognized for benefits accruing to employees in respect of wages and salaries, annual leave
and sick leave in the period the related service is rendered at the undiscounted amount of the benefits
expected to be paid in exchange for that service.

Liabilities recognized in respect of short-term employee benefits are measured at the undiscounted amount
of the benefits expected to be paid in exchange for the related service.

Liabilities recognized in respect of other long-term employee benefits are measured at the present value of
the estimated future cash outflows expected to be made by the Group in respect of services provided by

employees up to the reporting date.
4.10.3 Coniributions from employees or third parties fo defined benefit plans

Discretionary contributions made by employees or third parties reduce service cost upon payment of these

contributions to the plan.

When the formal terms of the plans specify that there will be contributions from employees or third parties,

the accounting depends on whether the contributions are linked to service, as follows:

- If the contributions are not linked to services (e.g. contributions are required to reduce a deficit arising
from losses on plan assets or from actuarial losses), they ore reflected in the remeasurement of the net
defined benefit liability {asset).

- If contributions are linked to services, they reduce service costs. For the amount of contribution that is
dependent on the number of years of service, the entity reduces service cost by attributing the
contributions to periods of service using the attribution method required by 1AS 12 paragraph 70 for
the gross benefits. For the amount of contribution that is independent of the number of years of service,
the entity reduces service cost in the period in which the related service is rendered.

Taxation

income tax expense represents the sum of the tax currently payable and deferred tax.
4.11.1 Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from 'profit before
tax’ as reported in the consolidated statement of profit or loss and other comprehensive income because of
items of income or expense that are toxable or deductible in other years and items that are never taxable

or deductible. The Group's current tax is calculated using tax rates that have been enacted or substantively
enacted by the end of the reporting period.

SL Bidco B.V. forms part of a Dutch fiscal unity. A Dutch parent company and its Dutch sybsidiaries can
create a fiscal unity for corporate income tax purposes. Corporate income tax is charged to the other
companies that form part of the fiscal unity for corporate income tax purposes, as if they were
independently liable to pay tax. The tax positions are therefore positions with the head of the fiscal unity.
Up until year ending 31 December 2017, the head of the fiscal unity was SL Holdco B.V. As from February
2018, the fiscal unity was split into 2 fiscal unities and 5L Bidco B.V. is now heod of its own fiscal unity.
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4,11.2 Deferred tax

Deferred tax is recognized on temporary differences between the carrying amounts of assets and liabilities
in the consolidated financial statements and the corresponding tax bases used in the computation of taxable
profit. Deferred tax liabilities are generally recognized for all taxable temporary differences. Deferred
tax assets are generally recognized for all deductible temporary differences to the extent that it is
probable that taxable profits will be available against which those deductible temporary differences can
be utilized. Such deferred tax assets and liabilities are not recognized if the temporary difference arises
from the initial recognition (other than in a business combination) of assets and liabilities in o transaction that
affects neither the taxable profii nor the accounting profit. In addition, deferred tax liabilities are not

recognized if the temporary difference arises from the initial recognition of goodwill.

Deferred tax liabilities are recognized for taxable temporary differences associated with investments in
subsidiaries and associgtes, and interests in joint ventures, except where the Group is able to control the
reversal of the temporary difference and it is probable that the temporary difference will not reverse in the
foreseeable future. Deferred tax assets arising from deductible temporary differences associated with such
investments and interests are only recognized to the extent that it is probable that there will be sufficient
taxable profits against which to utilize the benefits of the temporary differences and they are expected to

reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced
to the extent that it is no loenger probable that sufficient taxable profits will be available to allow all or part

of the asset to be recovered.

Peferred tax liobilities and assets are measured at the tax rates that are expected to apply in the period
in which the liagbility is settled or the asset realized, based on tax rates (and tax laws) that have been

enacted or substantively enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from
the manner in which the Group expects, at the end of the reporting period, to recover or settle the carrying

amount of its assets and liabilities.

4.11.3 Current and deferred tax for the year

Current and deferred tax are recognized in profit or loss, except when they relate to items that are
recognized in other comprehensive income or directly in equity, in which case, the current and deferred tax
are also recognized in other comprehensive income or directly in equity respectively. Where current tax or
deferred tax arises from the initial accounting for a business combination, the tax effect is included in the

accounting for the business combination.

4.12 Property, plant and equipment

ltems of property, plant and equipment are measured at cost, which can comprise capital borrowing costs,
less accumulated depreciation and any accumulated impairment losses. Subsequent expenditure is
capitalized only if it is probable that the future economic benefits associated with the expenditure will flow

to the Group.

Properties in the course of construction for production, supply or administrative purposes are carried at cost,
less any recognized impairment loss. Cost includes professional fees and, for qualifying assets, borrowing
costs capitalized in accordance with the Group's accounting policy. Such properties are classified to the
oppropriate categories of property, plont and equipment when completed and ready for intended use.
Depreciation of these assets, on the same basis as ather property assets, commences when the assets are

ready for their intended use.
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Fixtures and equipment are stated at cost less accumulated depreciation and accumulated impairment

losses.

Depreciation is calculated to write off the cost of items of property, plant and equipment less their
estimated residual values using the straight-line method over their estimated useful lives and is generally

recognized in profit or loss.

Assets held under finance leases are depreciated over their expected useful lives on the same basis as
owned assets. However, when there is no reasonable certainty that ownership will be obtained by the end

of the lease term, assets are depreciated over the shorter of the lease term and their useful lives.

An item of property, plant and equipment is derecognized upon disposdl or when no future economic
benefits are expected to arise from the continued use of the asset. Any gain or loss arising on the disposal
or retirement of an item of property, plant and equipment is determined as the difference between the
sales proceeds and the carrying amount of the asset and is recognized in profit or loss.

The estimated useful lives of property, plant and equipment for current and comparative periods are as

follows:

Depreciation retes of Property, Plant and Equipment

Leasehald improvements 1to 5 years 20% - 100%
Spare parts 5 years 20%
Furniture, fittings & Equipment 4 1to 5 years 20% - 25%
Vehicles 4 years 25%

4.13 Intangible assets

The estimated useful lives of intangible assets for current and comparative periods are as follows:

Amortization of Intangible assets

: Estimated Amerdization
Type of Intangible asset .
o useful life rate )
Patents and other Rights 5 years 20%
Internally generated software 5 years 20%
Tradenomes 10 years 10%
1 year-15

Customer contracts 7% - 100%

years
4.13.71 Intangible assefs acquired separately

Intangible assets with finite useful lives that are ocquired separately are carried at cost less accumulated
amortization and accumulated impairment losses. Amortization is recognized on o straight-line basis over
their estimated useful lives. The estimated useful life and ameortization method are reviewed at the end of
each reporting period, with the effect of any changes in estimate being accounted for on a prospective
basis. Intangible assets with indefinite useful lives that are acquired separately are carried of cost less

accumulated impairment losses.
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The usefu! life of Significant intangible assets acquired in business combinations is assessed separately.

4.13.2 internally-generated intangible assets — research and development expenditure

Expenditure on research activities is recognized as on expense in the period in which it is incurred. An
internally-generated intangible asset arising from development {or from the development phase of an
internal project) is recognized if, and only if, all of the following have been demonstrated:

- the technical feasibility of completing the intangible asset so that it will be available for use or sale;

- the intention to complete the intangible asset and use or sell it;

- the ability to use or sell the intangible asset;

- how the intangible asset will generate probable future economic benefits;

- the availability of adequate technical, financial and other resources to complete the development and
to use or sell the intongible asset; and

- the ability to measure reliably the expenditure attributable to the intangible asset during its

development.

The amount initially recognized for internally-generated intangible assets is the sum of the expenditure
incurred from the date when the intangible asset first meets the recognition criteria listed above. Where no
internally-generated intangible asset can be recognized, development expenditure is recognized in profit

or loss in the period in which it is incurred.

Subsequent to initial recognition, internally-generated intangible assets are reported at cost less
accumulated amortization and accurnulated impairment losses, on the same basis as intangible assets that
are acquired separately. Amortization starts when the asset is complete and available for use.

4.13.3 Intangible assets acquired in o business combination

Intangible assets acquired in o business combination and recognized separately from goodwill are initially
recognized at their fair value at the acquisition date (which is regarded as their cost).

Subsequent to initial recognition, intangible assets acquired in a business combination are reported at cost
less accumulated amortization and accumulated impairment losses, on the same basis as intangible assets
that are acquired separately. For significant identified intangible assets acquired in a business combination,

a case by case analysis is performed to assess the appropriate amortization rate.
4.13.4 Derecognition of intangible assefs

An intangible asset is derecognized on disposal, or when no future economic benefits are expected from use
or disposal. Gains or losses arising from derecognition of an intangible asset, measured as the difference
between the net disposal proceeds and the carrying amount of the asset, are recognized in profit or loss

when the asset is derecognized.

4.14 Impairment of tangible and intangible assets other than goodwill

At the end of each reporting period, the Group reviews the carrying amounts of its tangible and intangible
assets to determine whether there is any indication that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of
the impairment loss (if any). When it is not possible to estimate the recoverable amount of on individual
assel, the Group estimates the recoverable amount of the cash-generating unit to which the asset belongs.
When o reasonable and consistent basis of allocation con be identified, corporate assets are also allocated
to individual cash-generating units, or otherwise they are allocated to the smallest Group of cash-

generating units for which a reasonable ond consistent allocation basis can be identified.
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intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for

impairment at least annually, and whenever there is an indication that the asset moy be impaired.

Recoverable amount is the higher of fair value less costs of disposal and value in use. In assessing value in
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset for which

the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset [or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount.

When an impairment loss subsequently reverses, the carrying amount of the asset {or a cash-generating unit)
is increased to the revised estimate of #s recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been determined had no impairment loss been

recoghized for the asset (or cash-generating unit) in prior years.

4.15 Inventories

Inventories are stated at the lower of cost and net realizable value. Costs of inventories are determined on
a first-in-first-out basis. Net realizable value represents the estimated selling price for inventories less all

estimated costs of completion and costs necessary to make the sale.

4.16 Provisions

Provisions are recognized when the Group has o present obligation (legal or constructive] as a result of a
past event, it is probable that the Group will be required to settle the obligation, and a reliable estimate

can be made of the amount of the obligation.

The amount recognized as a provision is the best estimate of the consideration required to settle the present
obligotion at the end of the reporting period, toking into account the risks and uncertainties surrounding the
obligation. When a provision is measured using the cash flows estimated to settle the present obligation, its

carrying amount is the present value of those cash flows (when the effect of the time value of money is

material).

When some or all of the economic benefits required to settle a provision are expected to be recovered
from a third party, a receivable is recognized as an asset if it is virtually certain that reimbursement will be

received, and the omount of the receivable can be measured reliably.
4.16.1 Onerous contracts

Present obligations arising under onerous contracts are recognized and measured os provisions. An onerous
contract is considered to exist where the Group has a contract under which the unavoidable costs of meeting
the obligations under the contract exceed the economic benefits expected to be received from the contract.

4.16.2 Restructurings

A restructuring provision is recognized when the Group has developed a detailed formal plan for the
restructuring and has raised a valid expectation in those affected that it will carry out the restructuring by
starting to implement the plan or announcing its main features to those affected by it. The measurement of a
restructuring provision includes only the direct expenditures arising from the restructuring, which are those
amounts that are both necessarily entailed by the restructuring and not associated with the ongoing

activities of the entity.
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4.16.3 Warranties

Provisions for the expected cost of warranty obligations under local sale of goods legislation are
recognized at the date of sale of the relevant products, at the directors' best estimate of the expenditure
required to settle the Group's obligation.

4.16.4 Contingent liabilities acquired in a business combination

Contingent liabilities acquired in a business combination are initially measured at fair value at the
acquisition date. At the end of subsequent reporting periods, such contingent liabilities are measured at the
higher of the amount that would be recognized in accordance with IAS 37.

4.17 Financial instruments

Financial assets and financial liabilities are recognized when a Group entity becomes a party to the

contractual provisions of the instruments.

Financial assets and financial liabilities are initially measured ot fair value. Transaction costs that are
directly attributable to the acquisition or issue of financial assets and financial liabilities (other than financial
assets and financial liabilities at fair value through profit or loss) are added to or deducted from the fair
value of the financial assets or financial liabilities, as appropriate, on initial recognition. Transaction costs
directly attributable to the acquisition of financial assets or financial liabilities at fair value through profit or
loss aore recognized immediately in profit or loss.

4.18 Financial assets

All regular way purchases or sales of financial assets are recognized and derecognized on a trade date
basis. Regular way purchases or sales are purchases or sales of financial assets that require delivery of
assets within the time frame established by regulation or convention in the marketplace.

All recognized financial assets are subsequently measured in their entirety at either amortized cost or fair

value, depending on the classification of the financial assets.

4.18.1 Classification of financial assets
Debt instruments that meet the following conditions are subsequently measured ot amortized cost:

- The financial asset is held within a business model whose obijective is to hold financial assets in order to
collect contractual cash flows; and

- The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
poyments of principal and interest on the principal amount cutstanding.

Debt instruments that meet the following conditions are subsequently measured at fair value through other

comprehensive income:

- The financial asset is held within & business model whose objective is achieved by both collecting
contractual cash flows and selling the financial assets; and

- The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

By default, all other financiol assets are subsequently measured at fair value through profit or loss.
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Despite the foregoing, the Group may make the following irrevocable election/designation at initial

recognition of ¢ financial asset:

- The Group may irrevocably elect to present subsequent changes in fair value of an equity investment in
other comprehensive income if certain criteria are met; and

- The Group may irrevocably designate a debt investment that meets the amortized cost or fair value
through other comprehensive income as measured at fair value through profit or loss if doing so

eliminates or significantly reduces an accounting mismatch.

4.18.1.1 Amortized cost and effecfive interest method

The effective interest method is a method of calculating the amortized cost of a debt instrument and of

allocating interest income over the relevant period.

For financial instruments other than purchased or originated credit-impaired financial assets, the effective
interest rate is the rate that exactly discounts estimated future cash receipts {including all fees and points
paid or received that form an integral part of the effective interest rate, transaction costs and other
premiums or discounts) excluding expected credit losses, through the expected life of the debt instrument, or,
where appropriate, a shorter period, to the gross carrying amount of the debt instrument on initial

recognition.

For purchased or originated credit-impaoired financial assets, a credit-adjusted effective interest rate is
caleulated by discounting the estimated future cash flows, including expected credit losses, to the amortized

cost of the debt instrument on initial recognition.

The amortized cost of a financial asset is the amount at which the financial asset is measured at initial
recognition minus the principal repayments, plus the cumulative amortization using the effective interest
methed of any difference between that inftial amount and the maturity amount, adjusted for any loss
allowance. On the other hand, the gross carrying amount of a financial asset is the amortized cost of a

financial asset before adjusting for any loss allowance.

Interest income is recognized using the effective interest method for debt instruments measured subsequently
at amortized cost. For financial instruments other than purchased or originated credit-impaired financial
assets, interest income is caleulated by applying the effective interest rate to the gross carrying amount of a
financial asset, except for financial assets that have subsequently become credit-impaired. For financial
assets that have subsequently become credit-impaired, interest income is recognized by applying the
effective interest rate to the amortized cost of the financial asset. If, in subsequent reporting periods, the
credit risk on the credit-impaired financial instrument improves so thot the financial asset is no longer credit-
impaired, interest income is recognized by applying the effective interest rate to the gross carrying amount

of the financial asset.

For purchased or originated credit-impaired financial assets, the Group recognizes interest income by
applying the credit-adjusted effective interest rate to the amortized cost of the financial asset from initial

recognition.

The calculation does not revert to the gross bosis even if the credit risk of the financial asset subsequently
improves so that the financial asset is no longer credit-impaired. Interest income is recognized in profit or

loss and is included in the "investment income"” line item.

4.18.1.2 Financial assefs_at fair value through profit or loss

Financial assets that do not meet the criteria for being measured at amortized cost are measured at fair

value through profit or [oss.

Specifically:
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- Investments in equity instruments are classified as at fair value through profit or loss, unless the Group
designates an equity investment that is neither held for trading nor a contingent consideration arising
from a business combination as at fair value through other comprehensive income on initial recognition
(see 4.18.1.3).

- Debt instruments that do not meet the amortized cost criteria or the fair value through other
comprehensive income criteria (see 4.18.1) are classified as at fair value through profit or loss. In
addition, debt instruments that meet the amortized cost criteria may be designated as ot fair valve
through profit or loss upon initial recognition if such designation eliminates or significantly reduces a
measurement or recegnition inconsistency that would arise from measuring assets or liabilities or
recognizing the gains and losses on them on different bases. The Group has not designated any debt

instruments as at fair value through profit or loss.

- Financial assets at fair value through profit or loss are measured at fair value at the end of each

reporting period, with any fair value gains or tosses recognized in profit or loss,

4.18.2 Foreign exchange gains and losses

The carrying amount of financial assets that are denominated in a foreign currency is determined in that
foreign currency and translated at the spot rate at the end of each reporting period. Specifically:

- for financial assets measured at amortized cost that are not part of a designated hedging relationship,
exchange differences are recognized in profit or loss.
- for financial assets measured at fair value through profit or loss that are not part of a designated

hedging relationship, exchange differences are recognized in profit or loss.

4.18.3 Impairment of financial assets

The Group recognizes a loss allowance for expected credit losses on investments in debt instruments that are
measured at amortized cost, lease receivables, amounts due from customers under construction contracts, as
well as on loan commitments and financial guarantee contracts. No impairment loss is recognized for
investments in equity instruments. The amount of expected credit losses is updated ot each reporting date to
reflect changes in credit risk since initial recognition of the respective financial instrument,

The Group always recognizes lifetime ECL for trade receivables, amounts due from customers under
construction contracts and lease receivables. The expected credit losses on these financial assets are
estimated using a provision matrix based on the Group’s historical credit loss experience, adjusted for
factors that are specific to the debtors, general economic conditions and an assessment of both the current
as well as the forecast direction of conditions at the reporting date, including time value of money where

dppropriate.

For all other financial instruments, the Group recognizes lifetime ECL when there has been a significant
increase in credit risk since initial recognition. If, on the other hand, the credit risk on the financial instrument
has not increased significantly since initial recognition, the Group measures the loss allowance for that
financial instrument at an amount equal to 12m ECL. The assessment of whether lifetime ECL should be
recognized is based on significant increases in the likelihood or risk of a default occurring since initial
recognition instead of on evidence of o financial asset being credit-impaired ot the reporting date or an

actual default occurring.

Lifetime ECL represents the expected credit losses that will result from all possible default events over the
expected life of a financial instrument. In contrast, 12m ECL represents the portion of lifetime ECL that is
expected to result from default events on a financial instrument that are possible within 12 months after the

reporting date.
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4.18.3.1 Significont increase in credif risk

In assessing whether the credit risk on a financial instrument has increased significantly since initial
recagnition, the Group compares the risk of a default occurring on the finoncial instrument as at the
reporting date with the risk of a default occurring on the financial instrument as at the date of initial
recognition. In making this assessment, the Group considers both quantitative and qualitative information
that is reasonable and supportable, including historical experience and forward-locking information that is
available without undue cost or effort. Forward-looking information considered includes the future prospects
of the industries in which the Group’s debtors operate, obtained from economic expert reports, financial
analysts, governmental bodies, relevant think-tanks and other similar organizations, as well as consideration
of various external sources of actual and forecast economic information that relate to the Group's core
operations, namely the leisure goods and electronic equipment market, the residential properties

construction industry and the IT software business.

In porticular, the following information is taken into account when assessing whether credit risk has increased

significantly since initial recognition:

- An actual or expected significant detericration in the financial instrument’s external {if avoilable) or

internal credit rating;

- Significant deterioration in external market indicators of credit risk for a particular financial instrument,
e.g. a significant increase in the credit spread, the credit default swap prices for the debtor, or the
length of time or the extent to which the fair value of a financial asset has been less than its amortized

cost;

- Existing or forecast adverse changes in business, financial or economic conditions that are expected to

cause o significant decrease in the debtor ‘s ability to meet its debt obligations;
- An actual or expected significant deterioration in the operating results of the debtor;
- Significant increases in credit risk on other financial instruments of the same debtor;

- An actual or expected significant adverse change in the regulatory, economic, or technological
environment of the debtor that results in a significant decrease in the debtor’s ability to meet its debt

obligations.

Irrespective of the outcome of the above assessment, the Group presumes that the credit risk on a financial
asset has increased significantly since initial recognition when contractual payments are more than 20 days
past due, unless the Group has reasonable and suppertable information that demonstrates otherwise.

Despite the foregoing, the Group assumes that the credit risk on a financial instrument has not increased
significantly since initial recognition if the financial instrument is determined to have low credit risk at the

reporting date. A financial instrument is determined to have low credit risk if

i) the financial instrument has a low risk of default,

ii) the borrower has a strong capacity to meet its contractual cash flow obligations in the near term
ond

iii) adverse changes in economic and business conditions in the longer term may, but will not

necessarily, reduce the ability of the borrower to fulfil its contractual cash flow obligations. The
Group considers a financial asset to have low credit risk when it has an internal or external credit

rating of ‘investment grade' as per globally understood definition.

For loan commitments and financial guarantee contracts, the date that the Group becomes a party to the

irrevocable commitment is considered to be the date of initial recognition for the purposes of assessing the
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financial instrument for impairment. In assessing whether there has been a significant increase in the credit
risk since initial recognition of a loan commitment, the Group considers changes in the risk of a default
occurring on the loan 1o which a loan commitment relates; for financial guarantee contracts, the Group
considers the changes in the risk that the specified debtor will default on the contract.

The Group regularly monitors the effectiveness of the criteria used to identify whether there has been a
significant increase in credit risk and revises them as appropriate to ensure that the criteria are capaoble of
identifying significant increase in credit risk before the amount becomes past due.

4.18.3.2 Definition of defoult

The Group considers the following as constituting on event of default for internal credit risk management
purposes as historical experience indicates that receivables that meet either of the following criteria are
generally not recoverable:

- when there is a breach of financial covenants by the counterparty; or

- Information developed internally or obtained from external sources indicates that the debtor is unlikely
to pay its creditors, including the Group, in full {without taking inte account any collaterals held by the
Group).

Irrespective of the above analysis, the Group considers that default has occurred when a financial asset is
more than 90 days past due unless the Group has reasonable and supportoble information to demonstrate

that o more lagging default criterion is more appropriate.

4.18.3.3 Credit-impaired financial assels

A financial asset is credit-impaired when one or mare events that have a detrimental impact on the
estimated future cash flows of that financial osset have occurred. Evidence that o financial asset is credit-
impaired includes observable data about the following events:

- Significant financial difficulty of the issver or the borrower;

- A breoch of contract, such as o default or past due event;

- The lender{s} of the borrower, for economic or contractual reasons relating to the borrower's financial
difficulty, having gronted to the borrower o concession(s) that the lender(s) would not otherwise
consider;

- Itis becoming probable that the borrower will enter bankruptcy or other financial reorganization; or

-~ The disappearance of an active market for that financial asset because of financial difficulties.

4.18.3.4 Write-off policy

The Group writes off a financial asset when there is information indicating that the counterparty is in severe
finoncial difficulty and there is no realistic prospect of recovery, e.g. when the counterparty has been
placed under liquidation or has entered into bankruptey proceedings, or in the case of trade receivables,
when the amounts are over two years past due, whichever occurs sooner. Financial assets written off may still
be subject to enforcement activities under the Group's recovery procedures, taking into account legal advice
where appropriate. Any recoveries made are recognized in profit or loss.

4.18.3.5 Meosurement and recognition of expected eredif losses

The measurement of expected credit losses is a function of the probability of default, loss given default (i.e.
the magnitude of the loss if there is a default) and the exposure at default. The ossessment of the
probability of defoult and loss given default is based on historical dato adjusted by forwoard-locking

55



information as described above. As for the exposure at default, for financial assets, this is represented by
the assets’ gross carrying amount at the reporting date; for loan commitments and financial guarantee
contracts, the exposure includes the amount drawn down as at the reporting date, together with any
odditional amounts expected to be drawn down in the future by default dote determined based on
historical trend, the Group’s understanding of the specific future financing needs of the debtors, and other

relevant forward-looking information.

For financial assets, the expected credit loss is estimated as the difference between all contractual cash
flows that are due to the Group in accerdance with the contract and all the cash flows that the Group
expects to receive, discounted at the original effective interest rate. For o lease receivable, the cash flows
used for determining the expected credit losses is consistent with the cash flows used in measuring the lease

receivable.

For a financial guarantee contract, as the Group is required to make payments only in the event of a
default by the debtor in accordance with the terms of the instrument that is guaranteed, the expected loss
allowance is the expected payments to reimburse the holder for a credit loss that it incurs less any amounts
that the Group expects to receive from the holder, the debtor or any other party.

For undrawn loan commitments, the expected credit loss is the present value of the difference between the
contractual cash flows that are due to the Group if the holder of the loan commitment draws down the loan,

and the cash flows that the Group expects to receive if the loan is drawn down.

Where lifetime ECL is measured on a collective basis to cater for cases where evidence of significant
increases in credit risk at the individual instrument level may not yet be available, the financial instruments

are grouped on the following basis:

- Nature of financial instruments (i.e. the Group’s trade and other receivables, finance lease receivables
ond amounts due from customers are each assessed os o separate Group. Loans to related parties are
assessed for expected credit losses on an individual basis);

- Past-due status;

- Nature, size and industry of debtors;

- Nature of collaterals for finance lease receivables; and

- External credit ratings where available.

The grouping is regularly reviewed by monagement to ensure the constituents of each Group continue to

share similar credit risk characteristics.

If the Group has measured the loss allowance for a financial instrument at an amount equal to lifetime ECL
in the previous reporting period but determines at the current reporting date that the conditions for lifetime
ECL are no longer met, the Group measures the loss allowance at an amount equal 1o 12m ECL at the

current reporting date.

The Group recognizes an impairment gain or loss in profit or loss for all financial instruments with a
corresponding adjustment to their carrying amount through a loss allowance account, for which the loss
allowance is recognized in other comprehensive income and accumulated in the investment revaluation
reserve and does not reduce the corrying amount of the financial asset in the statement of financial position.

4.18.4 Derecognition of financial assets

The Group derecognizes a financial asset only when the contractual rights to the cash flows from the asset
expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership of the
osset to another party. If the Group neither transfers nor retains substantially all the risks and rewards of
ownership and continues to control the transferred asset, the Group recognizes its retained interest in the
asset and an associated liability for amounts it may have to pay. If the Group retains substantially all the
risks and rewards of ownership of a transferred financial asset, the Group continues to recognize the

financial asset and also recognizes a collateralized borrowing for the proceeds received.
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On derecognition of o financial asset measured at amortized cost, the difference between the asset's

carrying amount and the sum of the consideration received and receivable is recognized in profit or loss.

4.19 Financial liabilities and equity instruments

4.19.1 Classification as debt or equity

Debt and equity instruments issued by a Group entity are classified as either financial liabilities or as equity
in accordance with the substance of the contractual arrangements and the definitions of a financial liability

and an equity instrument.
4.19.2 Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments issued by a Group entity are recognized at the proceeds
received, net of direct issue costs.

Repurchase of the Company's own equity instruments is recognized and deducted directly in equity. No gain
or loss is recognized in profit or toss on the purchase, sale, issue or cancellation of the Company's own equity

instruments.
4.19.3 Financial liabilities

All financial ligbilities are subsequently measured at amortized cost using the effective interest method or at

fair value through profit or loss.

However, financial liabilities that arise when a transfer of a financial asset does not qualify for
derecognition or when the continuing involvement approach applies, financial guarantee contracts issued by
the Group, and commitments issued by the Group to provide a loan at below-market interest rate are

measured in accordance with the specific accounting policies set out below.

4.19.3.1 Finoncial liabilities at fair value through profit or loss

Financial liokilities are classified as ot fair value through profit or loss when the financial liability is (i)
contingent consideration that may be paid by on acquirer as part of a business combination to which IFRS 3
applies, (ii) held for trading, or {iii) it is designated as at fair value through profit or loss.

A financiol liability is classified as held for trading if:

- it has been incurred principally for the purpose of repurchasing it in the near term; or
- on initial recognition it is part of a portfolic of identified financial instruments that the Group manages
together and has a recent actual pottern of short-term profit-taking; or

- itis a derivative that is not designated and effective as a hedging instrument,

A financial liability other than a financial liability held for trading or contingent consideration that may be
paid by an acquirer as part of a business combination may be designated as at fair value through profit or

loss upon initial recognition if:

- such designation eliminates or significantly reduces a measurement or recognition inconsistency that
would otherwise arise; or

- the financial liability forms part of @ Group of financial assets or financial liabilities or both, which is
managed, and its performance is evaluated on a fair value basis, in accordance with the Group's
documented risk management or investment strategy, and information about the Grouping is provided

internally on that basis; or
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- it forms part of o contract containing one or more embedded derivatives, and IFRS @ permits the entire

combined contract to be designoted as at fair value through prefit or loss.

Financial liabilities at fair value through profit or loss are stated at fair value, with any gains or losses
arising oh remeasurement recognized in profit or loss. The net gain or loss recognized in profit or loss
incorporates any interest paid on the financial liability and is included in the 'Finance cost’ line item. Fair

value is determined in the manner described in the disclosure note on financial instruments.

4.19.3.2 Financial liabilities subsequently measured at amortized cost

Financial liabilities that are not:

1) contingent consideration of an dcquirer in a business combination,

2) held-for-trading, or

3) designated as at fair value through profit or loss,

are subsequently measured at amortized cost using the effective interest method.

The effective interest method is a method of caleulating the amortized cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments (including all fees and points paid or received that form an
integral part of the effective interest rate, transaction costs ond other premiums or discounts) through the
expected life of the financial liability, or (where appropriate) a sherter peried, to the amortized cost of o

financial liability.

4.19.3.3 Foreign exchange gains_and losses

For financial liabilities that are denominated in a foreign currency ond are measured at amortized cost at
the end of each reporting period, the foreign exchange gains and losses are determined based on the
amortized cost of the instruments. These foreign exchange gains and losses are recognized in the ‘other
gains and losses’ line item in profit or loss for financial liabilities that are not part of o designated hedging

relationship.

The foir value of financial liabilities denominated in a foreign currency is determined in that foreign
currency and translated at the spot rate at the end of the reporting petiod. For financial liabilities that are
measured as at fair value through profit or loss, the foreign exchange compenent forms part of the fair
value gains or losses and is recognized in profit or loss for financial liabilities that are not port of a

designated hedging relationship

4.19.3.4 Derecognition of financial liobilities

The Group derecognizes financial licbilities when, and only when, the Group’s obligations are discharged,
cancelled or they expire. The difference between the carrying amount of the financial liability
derecagnized ond the consideration paid and payable, including any non-cash ossets transferred or

liahilities assumed, is recognized in profit or loss.

4.20 Derivative financial instruments

The Group enters into o variety of derivative financiol instruments to manage its exposure to interest rate
and foreign exchange rate risks, including foreign exchange forward contracts, interest rate swaps and cross
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4.21

currency swaps. Further details of derivative financial instruments are disclosed in the note on financial

instruments.

Derivatives are initially recognized at fair value at the date the derivative contracts are entered into and
are subsequently remeasured to their fair value at the end of each reporting period. The resulting gain or

loss is recognized in profit or loss immediately.
4.20.1 Embedded derivatives

Derivatives embedded in non-derivative host contracts that are not financial assets within the scope of IFRS
9 (e.g. financial liabilities) are treated as separate derivatives when they meet the definition of a
derivative, their risks and characteristics are not closely related to those of the host contracts and the host
contracts are not measured at fair value through profit or loss. Derivatives embedded in hybrid contracts
that contain financial asset hosts within the scope of IFRS 9 are not separated. The entire hybrid contract is
classified and subsequently measured os either omortized cost or fair value through profit or loss as

appropriate. See note 4.18.1 for the Group’s policy on classification of financial assets.

Hedge accounting

The Group does hot make use of hedge accounting. Subsequently, all hedges are measured at fair value

through profit or loss.

5 Critical accounting judgements and key sources of estimation uncertainty

In the application of the Group’s accounting policies, which are described in note 3, the directors of the
Company are required to moke judgements, estimates and assumptions about the carrying amounts of
assets and liabilities that are not readily apparent from other sources. The estimates and associated
assumptions are based on historical experience and other factors that are considered to be relevant. Actual

results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that
period, or in the period of the revision and future periods if the revision affects both current and future

periods.

5.1 Critical judgements in applying accounting policies

The following are the critical judgements, opaort from those involving estimations {see note 4.2 below), that
the directors have made in the process of applying the Group's accounting policies and that have the most

significant effect on the amounts recognized in the consolidated financial statements.

5.1.1 Revenue recognition

In applying the new IFRS 15 Revenue, the directors considered all relevant information to assess the revenue
recognition of the different performance obligations in the contracts. For the critical judgements applied in

the accounting policies, reference is made to note 4.5 on revenue recognition.
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5.1.2 Deferred tax asset recognition

Critical judgements made by the Group relate to the availability of future taxable profit against which tax

losses carried forward can be used when determining the deferred tax asset to be recognized. Reference is
mode to note 4.11 explaining the significant accounting policies applied and to note 10.4 and 10.5 on the

assessment of the (unjavailability of future tax profits.

5.1.3 Recognition of internally generated intangible assets and recoverability of development cost

The Group capitalizes costs for service and software development projects. Initial capitalization of costs is
based on management's judgement that technological and economic feasibility is confirmed, usually when a
development project has reached o defined milestone according to an established project management
model. In determining the omounts to be capitalized, management makes assumptions regarding the
expected future value in use of the developed intangible assts, discount rates to be applied ond the
expected period of benefits. At 31 December 2018, the carrying amount of capitalized development costs
was €2 583 thousand (2017: €3 103 thousand). The increase in carrying value mainly relates to the
enhancements made to the service delivery platform used throughout the Group for providing maintenance

and managed security services to customers.

5.2 Key sources of esfimation uncertainty

The following are the key assumptions concerning the future, and other key sources of estimation uncertainty
at the end of the reporting period that may have a significant risk of causing a material adjustment to the

carrying amounts of assets and liabilities within the next financial year.

5.2.1 Impairment of goodwill

Determining whether goodwill is impaired requires an estimation of the value in use of the cash-generating
units to which goodwill has been allocated. The value in use calculation requires the directors to estimate the
future cash flows expected to arise from the cash-generating unit and a suitable discount rate in order to
calculate present value. Impairment exists when the carrying volue of a cash generating unit exceeds its
recoverable amount (its value in use). Reference is made to the note 13 for the key assumptions underlying

recoverable amounts.

5.2.2 Fair value measurements and valuation processes

Some of the Group’s assets and liabilities are measured at fair value for financial reporting purposes. The
Company assesses the evidence obtained from the third parties to support the conclusion that these
valuations meet the requirements of IFRS, including the level in the fair value hierarchy in which the
valuations should be dassified. Significant valuation issues are reported to the Group's audit committee.
When measuring the fair value of an asset or a liability, the Group uses observable market data as far as
possible. Fair values are cotegorized into different levels in a fair volue hierarchy based in the inputs used
in the valuation techniques as follows:

- Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities

- Level 2: inputs other than quoted prices included in Level 1 thot are observable for the asset or liability,
either directly {i.e. as prices) or indirectly (i.e. derived from prices)

- Llevel 3: inputs for the asset or liability that are not based on cbservable market data (unobservable

inputs)

If the inputs used to measure the fair value of an asset or a liability fall into different levels of the fair
valve hierarchy, then the fair value measurement is categorized in its entirety in the same level of the fair
volue hierarchy as the lowest level input that is significant to the entire measurement.
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The group recognizes transfers between levels of the fair value hierarchy at the end of the reporting period

during which the change has occurred.

Further information about assumptions made in measuring fair values is included in the following notes:

- Financial instruments: note 33
- Acquisition of subsidiary: note 30

5,2,3 Useful life of intgngible assefs

The assessment of the useful life of intangible assets in business combinations is based on the purchase price
allocation performed for the different business combinations. Reference is made to note 4.3 on the
significant accounting policies applied in accounting for business combinations. Reference is also made to
note 30 on business combinations for more detail on the key assumptions used for the purchase price
allocation process to determine the valuation of the assets and liabilities at the moment of purchase and the

useful life of the infongible assets.

6 Revenue

The Group derives its revenue from the transfer of goods and services over time and at a peint in time in
the following major product lines. This is consistent with the revenue information that is disclosed for each

reportable product lines under IFRS 8 (as disclosed in note 7):

Revenue by produd cotegory

31/12/2018 3]/!2/2017
EUR '000 S Ef;lR '000
Products 116 750 119 656
Maintenance and MSS services 95 566 86 166
Caonsultancy services 33 699 31 569
Other revenve 2 265 2714
Total revenue 248280 240105

No individual customer contributed 10 per cent or more to the Group's revenue in either 2018 or 2017,

The group has disoggregated revenue recognized from contracts with customers into categories that depict
how the nature, amount, timing and uncertainty of revenue and cash flows are affected by economic factors.
The Group has assessed that the disaggregation of revenue by operating segments in Note 7 is
appropriate in meeting the disclosure requirement as this is the information regularly reviewed by the chief
operating decision maker (CODM} in order to evaluate the financial performance of the entity.

The below table presents o disaggregation of revenue from contracts with customers based on the timing of

transfer of goods and services (i.e. at a point in time or over time).
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Timing of revenue recegnition

Products
Other revanue

Total revenue recognized at a point in time

Mainfenance and MSS services
Consulfancy services
Total revenue recognized avertime

Total revenue

31/12/2018 31/12/2017
EUR 000 EUR *00C
116 750 19 656
2265 2714
119 015 122 370
@5 566 B8 166
33 699 31 569
129 265 117735
248 280

240 105

The transaction price allocated to unsatisfied performance obligations (contract liabilities) are as set out

below:

Unsatisfied perfermonce ohligations / Controdt linbilities

Contract Livhilities by product category

Maintenance and MSS services
Consultancy services

Total unsatisfied performance obligation

Contract lighilities by dassification

Non-current
Current

Total unsatisfied performance obligation

31/12/2018 31/12/2017 1/01/2017
EUR "000 EUR '000 EUR "000

61911 64 616 56 B85S

4729 2036 1993

66 640 66 652 58 878

18 301 17 339 16 399

48 339 49 313 42 479

66 640 66 652 58 878

The below table summarizes the amount of revenue recognized during 2018 and 2017, relating to the

opening contract liability balance as per 31 December 2017 and 1 January 2017 respectively and the

amount of revenue recegnized during 2018 and 2017 relating to performance obligations satisfied (or

partially satisfied) in previous periods {if any):



Revenue recognized in the period relating fo the opening contrac liability bafance

Revenue recognized in the period relating to:

Amounts included in contracdt liabilties at the beginning of the year

Perfarmance obligations satisfied in previous years {i)

Total

31/12/2018 /12,2007
EUR '000 EUR '000
49 313 42 479
49313 42 479

() There is no revenue recognized in the period relating to performance obligations satisfied in previous

periods. Given the fact the Group has very limited fixed fee contracts which can be subject to transaction

price changes and due to the fact that the major part of deferred revenve relates to back-to-back

maintenance contracts (which are prepaid upfront} and own serviced maintenance and MSS contracts for

which a stand ready obligation exists and for which revenue is recognized on a linear basis over the

contract period, there is no amount of revenue recognized in the period relating to performance obligations

satisfied in previous years.

Management expects that the transaction price allocated to the unsatisfied contracts as of the year ended
2018 will be recognized as revenue during the next reporting periods as follows:

Maonagement expectation of timing recognition unsafisfied performance obligation

MNext reporting period

Within 1-2 years from the reporting period
Within 2-3 years from the repaorting pericd
Within 3-4 years from the reporting period
More than 4 years from the reporting period

Total unsatisfied performance obligation

Contract balances and the related disclosures have been

Group's accounts.
- Prepayments: Note 13
- Contract assets and contract cost: Note 17

- Trade Receivables: Note 19

31/12/2018 31/12/2017 1/01/2017
EUR'000  EUR'000  EUR'000

48 339 49313 42 479
11364 9 766 10 183

4 840 5456 4337

1597 1546 1431

500 571 448

66 640 66 652 58 878

included in the following places in the notes to the
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7  Segment Reporting

The Group's activities are principally related to cybersecurity. As such, the Group has only one business
segment as its primary reporting segment. The Group operates in various countries. Information reported to
the chief operating decision maker ([CODM)] for the purposes of resource allocation and assessment of
segment performance focuses on the country-by-country financial information, which is provided to the chief
operating decision makers on a monthly basis. The geogrophical segment is the Group’s secondary
reporting format. Segment adjusted EBITDA is used to measure business performance because management
believes that this information is the most relevant in evaluating the results of the respective segments relative
to other entities that operate in the same industries. The group’s chief executive officer reviews the internal
management reports of the cyber security segment on a monthly basis. No operating segments have been
aggregated in arriving at the reportable segments of the Group.

Revenue is reported for the cybersecurity segment. In the below table, the segment revenue is presented per
geographical region and product category:

Revenue per segment

Cyber security segment

31/12/2018  31/12/2017
h MEL;R '00‘; . El:lR ‘000 (
By product cutegary:
Products 116 750 119 656
Consultancy services 33 699 31569
Maintenance and MSS services 95 566 B4 166
Other revenue 2265 2714
248 280 240 105
By gecgraphical region:
Belgium 52 946 51610
The Netherlands 50 650 44 924
Sweden 61956 69 353
United Kingdom 29 134 31776
Germany 26933 19 552
Denmark 17 300 15 304
Norway 9 209 7 586
China ____.__ji -
Total 248 280 240 105

The accounting policies of the reportable segment is the same as the Group’s accounting policies described

in note 4.
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Revenuve per geographical region reported above represents revenue generated from external customers

eliminating intercompany segment sales as reconciled below:

inter-geographicol region revenue reconciliotion

External customer revenue Inter-geographical region Total revenue

31/12/2088  31/12/2017  31/12/2018  31/12/2017  31/12/2018  31/12/2017

EUR ‘000 EUR ‘000 EUR "000 EUR '000 £UR '000 EUR '000
Belgium 52 946 51610 3424 3373 56 370 54983
The Netherlands 50 650 44924 17 333 13 649 67 983 58 573
Sweden 61956 &9 353 8123 9 377 70079 78 730
United Kingdom 29 134 31776 620 269 29 754 32 045
Germany 26 933 19 552 307 16 27 240 19 668
Denmark 17 300 15 304 177 433 17 477 15737
Norway 9 209 7 586 41 - 9250 7 586
China 152 - 904 . 1056 .
Consolidation eliminations - - (30 929) {27 217) {30 929) (27 217)
240 105 - . 248280

Total 248 230

Inter-geographical region recharges relate to centralized headquarter services, Managed Security
centralized services and other operational services recharged, which is included in the total revenue. These
intercompany recharges are eliminated in the consolidation and presented in the table above as

consolidation eliminations.

The total of non-current assets {other than financial instruments, goodwill and other intangible assets relating
to business combinations, investments in subsidiaries and deferred tax assets and consolidation eliminations,),
broken down by location of the ossets, is shown in the following tables:

Non-turrent assets by geographical region

31/12/2018  31/12/2017 ijot/2017

EUR '00C EUR 000 EUR '0C00
Belgium 4 936 5915 4 690
The Netherlands 7 340 5278 4318
Sweden 5 440 46 344 5105
United Kingdom 2191 3009 2198
Germany 1949 1 470 ;
Denmark 1619 1430 1337
Norway 467 248 559
China . &7 o 99_ T
Total non-curmrent assets 24 009 23793 18 207

The chief operating decision maker is defined as group management, consisting of the Group CEQ, CFO
and CCO.
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The measure reported to the chief operating decision maker for the purpose of resource allocation and
assessment of segment performance is adjusted EBITDA. Management has presented the performance
measure adjusted EBITDA because it monitors this performance measure at a consolidated levet and it

believes that this measure is relevant to an understanding of the Group's financial performance.

Total adjusted EBITDA of the reporting segments is calculated by adjusting profit from continuing operations
to exclude the impact of taxation, net finance costs, depreciation, amortization, impairment losses as well as
noh-recurring expenses. The chief operating decision makers define non-recurring expenses as expenses
which are in nature extraordinary or one-off and which the company does not expect to recur on any
regular basis. Under general and administrative expenses, examples of non-recurring expenses include but

are not limited to:
- Cost synergy expenses (payroll termination fees & relating advisory expenses)
- Non-recurring audit and advisory expenses related to first time adoption of new GAAP

- Transaction cost and advisory fees relating to business combinations and integration cost of

acquisitions

Adijusted EBITDA is not a defined performance measure in IFRS. The Group’s definition of adjusted EBITDA

may not be comparable with similarly titled performance measures and disclosures by other entities.

The adjusted EBITDA reconciliation can be summarized as follows:

Adjusted £BITDA Reconciliation

Full year adjusted ERITDA Reconciliation

) 31/1%!’3018 31/12/2017 Change
- EUR ';360 EUR ‘c0OD %

Total adjusted EBITDA {*) 23 422 21 289 10,0%
Reconciling items

Non-recurring employee benefits expenses [200) -
Non-recurring Legal and accounting expenses (2 385} {5 125)
Amortization, deprecdiotion and Impairment (20 797) (17 094)

Finance cost (net) {19 949) (12 884)

Income tax 1576 2021

PROFIT / {(LOSS) FOR THE YEAR o (TB ;3L3) . m 77973)

(*) Interpretations made by management in determining the alternative performance measure Adjusted
EBITDA have not been subject to audit, although selected items used for the interpretation of Adjusted
EBITDA have been derived from the consolidated financial statements,

Given the fact that the Group only has one segment {cybersecurity) and Adjusted EBITDA per geographical
region would reveal sensitive competitive information, the directors have opted to not disclose such

information.
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8 Employee benefil expense

See accounting policies in note 4.10,

The employee benefit expense can be summarized as follows:

Employee benefits

Salaries and woges
Capitalized employee benefits

Sodial Security charges

Defined contribuban plans
Defined benefit plans

Post employment benefirs

Training
Recruitment and Other
Subcontradors

Total

31/12/2018

T

EUR 000

(46 145)
864
(9 500

(2 491)
(317)
(2 808

{500)
(251
(4 783)

EUR "000

(43 399)
1132
(9 363)

(2 247)

{2 592)

(669)
(3 394)
(4 908)

(63 193)

Subcontractor cost includes expenses related to contractor staff not on the Group’s payrolk.

The average number of full-time equivalent employees (“FTE’s”) for 2018 and 2017 were as follows:

Average number of FTE

in averoge number of FTE's

Belgium

The Netherlands
Sweden

United Kingdom
Germany
Denmark
Norway

China

Total

31/12/2018

Employees Contractors Employees
135 20 132
130 2 132
210 2 201
45 - 50
69 - 66
7 - 28
14 - 1
g - -

T e 24 20

31/12/2017

Contradtors

25
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8.1 Defined contribution plans

The Group has defined contribution retirement benefit plans in place for almost all qualifying employees of
its subsidiaries in The Netherlands, UK, Sweden, Denmark, Norway, Germany and China.

The assets of the plans are held separately from those of the Group by insurance companies. Where
employees leave the plans prior to full vesting of the contributions, the contributions payable by the Group

are reduced by the amount of forfeited contributions.

The total expense recognised in profit or loss of €2 491 thousand {2017: €2 247 thousand) represents

contributions to these plans by the Group at rates specified in the rules of the plans.

8.2 Defined benefit plans

The Group sponsors funded defined benefit plans for qualifying employees of its subsidiaries in Belgium
{qualifying as defined benefit plan as a result of the Belgian law on supplementary pensions} and for one
employee in Germany in 2017. The defined benefit plans are administered by a third-party insurer.

8.2.1 Description of the defined benefit plans

The key elements of the defined contribution plan in Belgium (qualified as defined benefit plan as a result

of the Belgian law on supplementary pensions) can be summarized as follows:

- Fixed contribution plan with legal minimum return to be guaranteed by the employer

- Employer's premium of 4% of the annual salary

- Providing retirement lump sum at age 65 resulting of the premium capitalization and death in
service benefit for which the coverage is at choice of the Empleyees (built up reserves, or 1 to 2

times their annual salary)
The key elements of the defined benefit plan in Germany can be summarized as follows:

- Fixed amount defined benefit pension plan for one former employee

- Re-insured direct pension promise

- Providing old-age pension of €60 thousand per year at age 67, deferred disability pension (pro-
rata according to years of service until disability) at retirement age and widow pension of 70%

-  Guaranteed pension indexation of 3% per annum

8.2.2 Benefit asset/liability included in the consolidated statement of financial pasition

The change in retirement benefit obligation in the statement of financial position can be summarized as

follows:
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Net liebility arising from defined benefit obligation

31/12/2018 31/12/2017 1/01/2017
EUR '000 EUR '000 EUR '00C
Present value of funded defined benefit obligation 1367 1563 946
Fair value of plan assets {1341} (1 253} (18]
Benefit (asset)/liability 26 3i0 28
8.2.3 Actuarial assumptions and risks
The key actuarial assumptions can be summarized as follows:
Assumptions
31/12/2018 31/12/2017 1jo1/2017
Discount rate(s) 2,30% 2,20% - 2,47% 1,80%
Inflation rate 2,00% 2,00% 2,00%
Expedted rate(s) of salary increase (on top of the inflation rate) 2,00% 2,00% 2,00%
Pension indexation rate post-retirement n.a. 3,00% n.a.
Retirement age 65 years 45 - 67 years 65 years
Averaged Llongevity at retirement age for current
employees (future pensioners)
Males 22 years 20 - 22 years 22 years
Females 26 years 20 - 26 years 26 yeuars

The key actuarial risks can be summarized as follows:

Lduaral risks

investment risk

interest nsk

Longevity nsk

Seelary risk

The present value of the defined benefit plan hability is calculated using o discount rote
determined by reference to high quality corporate bond yields, if the return on plan assets is
below this rate, it will create a plan deficit Currently the plon has a relatively balanced

investment in equity securities, debt nstruments and real estate. Due to the long-term noture of
the plan liabilites, the board of the pension fund considers it appropriate that o reasenable {
portion of the plon assets should be invested in equity securites ond in real estate to leverage

the return generated by the fund.

A decrease in the bond interest rate will ncrease the plan liobility; however, this will be parhally

offset by an increase in the return on the plan’s debt invesiments.

The present value of the defined benefit plon liakility 15 calculated by reference to the best
estimate of the mortality of plon perticiponts both during ond ofter their employment, An
increase in the life expectoncy of the plan participonts will ncrease the plon's lability

The present value of the defined benefit plon liabilty 15 cakulated by reference to the future
sclares of plan partiopants. As such, an incre ase in the salory of the plan participante will

increcase the plan's hability
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9 Finance cost (net)

See accounting policies in note 4.17, 4,18, 4.19, 4,20 and 4.21.

Finance cost (net)

31/12/2018 31/12/2017
- wEl.FR:(J'Z'.;O D :EUR '600

Financial habilities measvred ot amorfized cost.

Interest on secured bank loans (3 59) (6372)

Interest on lease liabilities (117) {1o1)

Interest on secured bond {8 3635) -

Interest on loans from related parties {3 957) (5 869)
Other finance costs (4 037) (594)
Interest income 132 52
Total (19 949) {12 884)

For the terms and conditions of the borrowings, reference is made to note 21.1. The increase in other
finance costs in 2018 mainly relates to the unrealized foreign exchange loss relating to the intercompany
loans from SL Bidco B.V. to SLCS Systems A.B. denominated in SEK and from SL Bidco B.V. to SL Bidco UK Ltd.
denominated in GBP amounting to €3 196 thousand. These intercompany loans have replaced fermer
secured bank loans during the refinancing transaction which took place on the 6™ of February 2018, As the
Group does not apply hedge accounting, the effect in the profit or loss statement is not offset against the
opposite effect recognized in other comprehensive income (effect on foreign exchange translation reserve).

10 Income tax

See accounting policies in note 4.11.

10.1 Income tax recognized in profit or loss, OCI and directly in equity
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Income fox recogrized in profit ar loss, GCl end directly in equity

tn profit or loss

Cumrent tax

In respect of the current year
In respect of Brior years

Total cument tax

Deferred tax
Origination and reversal of temporary differences
Adjustment of deferred tox attributable to changes in tax rates and laws

Total deferred fax

Total income yax gain / (expense) recognized in profit or loss

In Equity

Arising from business combinations

Total income tax gain / (expense} recognized directly in Equity

In OCI

Arising from exchange differences on foreign operations
Arising from Remeasurement of defined benefit obligation

Total income tax gain / (expense) recognized in OC|

10.2 Reconciliation of effective tax rate

The tax rate ysed for the 2018 and 2017 reconciliations above is the corporate tax rate of 25% payable

by corporate entities in The Netherlands on taxable profits under tax law in that jurisdiction (domestic tax

2018 2017

EUR ‘000 EUR '000
{1072 (586)
(666 204
{1738) (382)
2552 2 403
762 ;
3214 2 403
1576 2 021
(3914
- (3 914)
1 116
2 6

rate]. The average effective tax rate in 2018 amounted to 14,45% (2017: 14,63%).

The charge for the year can be reconciled to the profit/{loss} before tax as follows:



Reconcitintion of effecfive fax rote

31/12/2018

31/12/2017

EUR 000 EUR '000

Profit / (less) before tax _____!_‘_9“29_?) (i 3"314)
Income tax gain / (expense) caleulated at 25% (2017: 25%) 4977 3454
Reconciling items
Effect of expenses that are not deductible in determining taxable profit (i) (2 863) (642)
Change in unrecognized deferred tax assets {549} (1065)
Tox effect of utilization of tax losses not previously recognized 15 -
Effect of different tax rates of subsidiaries operating in other jurisdictions (98} 69
Effect of changes in tax rates {i} 762 -
Total Reconciling items (2735 (1 638)
Adjustments recongized in the current year relating to current taxes of prior {666} 204
year

1576 2021

Income tax gain / {(expense) recognized in profit or loss

{i) The effect relates to the revision of deferred tax assets and liability balances based on new enacted tax
rates in The Netherlonds and Belgium during 2018. In previous periods, the applied tax rate for Belgium
was 33,99% ond for The Netherlands 25%. Based on new enacted tax rates, the current tax rate in
Belgium has decreased to 29,58% and will further decrease over the years to come. The current tax rate in
The Netherlands will remain 25% for 2019, but will graduclly decrease to 20,5% as from the current
income tax year 2021 and onwards. The tax gain recognized in 2018 of €762 thousand mainly relates to

the restatement of deferred tax liabilities arising from business combinations.

(i) The increase of expenses that are not deductible in determining the taxable profit in 2018 compared to
2017 mainly relates to the impairment of goodwill of €9 million which s not tax deductible.

10.3 Deferred tax balances

The following provides an analysis of deferred tax assets/(liabilities) presented in the consolidated

statement of financial position:

Deferred tox balances

31/12/2018 31/12/2017 01/01/2017
EYUR "000 EUR "G00 EUR '000
Deferred tax ossets 1967 1983 4161
Deferred tax liabilities (11 804 {15 247) (14—?_72)_
Total net deferred tax liabilities {9 837) {13 264) (10 811)

The non-Dutch subsidiaries of the Group are separate tax payers and therefore, the deferred tax assets

and liabilities are presented on an individual basis.
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The reconciliation of the amount of recognized deferred tax assets and liabilities set out above in respect of

each type of temporary difference is as follows:

Deferred tax bolances recencihiation

Reclassed to

Recognized
3 curmrent tax . .
. Recognized N directly in
Opening . Recognizes kased on . Closing
in profit or . Equity
balance in OCI statutory ) batance
loss ) (business
accovnting . .
‘ combinations)
policy change
EUR 000 EUR '005 EUR ‘000 EUR "000 EUR "000 EUR 000
2018
Deferred tax assets/ (habilities) in relation fo
Controct cost {151) 114 - - - (37)
Retirement benefit obligation 18 (20) 2 - - -
Intongikle assets (13 662) 2 889 o7 - - (10 676)
Contract liahilities and prepayments 819 {783) {6) - - 30
{12 976) 2 200 93 - - {10 683}
Tax losses carried forward 745 779 - - - 1 524
Untaxed resarves (1033) 335 20 - - (678)
Total Net Defemed tax assets/{liabilities) {13 264) 3314 113 - - (9 837}
2017
Deferred {ux assefs/({habiltes) n relation fo
Controct cost (117) (12) - - (22) {151)
Retirement benefit obligation 10 (30) 6 - 32 18
Intangible assets (13 387) 3831 138 - {4 244) (13 662}
Contract habilities and prepaymeants 2 349 (788) - {1 064) 320 81%
{11 145) 3 003 144 (1 064) (3 914} (12 974&)
Tax losses carried forward 1806 {1047) {14) - - 745
Untoxed reservas [1472) 447 {8) - - {1033}
Total Net Deferred tax assets/{liabilities) {10811) 2403 122 (1 064 (3 914) {13 264)

During 2018, the group incurred a tox loss of €779 thousand for its subsidiaries in UK and Germany,

increasing cumulative tax losses to €1 524 thousand (2017: €745 thousand), Management has determined

that the deferred tax assets accounted for are recoverable based on the five-year business plan and taking

into account the reversal of existing taxable temporary differences. The losses can be carried forward

indefinitely and have no expiry date.



10.4 Unrecognized deductible temporary differences, unused tax lesses and unused tax credits

Deductible temporary differences, unused tox losses and unused tax credits for which no deferred tax

assets have been recognized:

Unrecognized dedudible temporary differences and unrecognized unused tax losses /eredits

31/12/2018 31/12/2017
EUR '000 EUR ‘000D
Tax losses not recognized as DTA, Tax effect @ local domestic tax rate (26} {41)

(26) ) (41)

10.5 Uncertainty over income tax treatments

On 29 March 2017, the UK government invoked Article 50 of the Treaty of Lisbon, notifying the European
Council of its infention to withdraw from the EU. There was an initial two-year timeframe for the UK and EU
to reach an agreement on the withdrawal and the future UK and EU relationship, which is now extended to
October 31, 2019. At this stage, there is significant uncertainty over the periocd for which the existing EU
laws for member states will continue to apply to the UK and which laws will apply to the UK after an exit.
Following the negotiations between the UK and the EU, the UK’s tax status may change, and this may impact
the Group. However, at this stage, the level of uncertainty is such that it is impossible to determine if, how

and when that tax status will change.

Although the Group does not have significant import /export of products [and services) between the UK and
other entities from the Group or between the UK based subsidiary and third-party customers from other
European countries, the above mentioned uncertainty still exists to dote and the exact impact on the change

in tax status is difficult to assess.
11 Dividends

The proposed final dividend for the year ended 31 December 2018 amounts to €0 (2017: €0). According to
article 14 of the company’s articles of association, the appropriation of the result is at the disposal of the

General Meeting.

12 Goodwill

See accounting policies in note 4.4,

12.7 Summary of changes in goodwill
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Goodwill

EUR "000

Cost
At 1 January 2017 261 041
Additional amowunts recognized from business combinations occurring during the year

14 945
(note 30)
Effect of foreign currency exchunge differences (4 273)
Al 31 December 2017 271 713
Effect of foreign currency exchange differences {4 313)
At 31 December 2018 267 400
Accemuleted impoirment losses
At 1 January 2017 _
At 31 December 2017 -
At 31 December 2018 (note 12.2) (9 000}
Corrying amount
At 1 January 2017 261 041
At 31 December 2017 271713

At 31 December 2018 258 400

The additions in 2017 represents the goodwill recognized for the acquisition of iT-Cube Systems A.G.
Reference is made to note 30 for additional information relating to the business combination.

12.2 Allocation of goodwill to cash generating units

Goodwill has been allocatad for impairment testing purposes to the following cash-generating units (CGU’s):

- Securelink UK Limited

- Securelink Nederland B.V.
- Securelink N.V.

- Securelink Germany GmbH
- Securelink Sweden AB

- Securelink Norway AS

- Securelink Denmark A /S

Before impairment testing, the carrying amount of goodwill was allocated to CGU's as follows:
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Gaodwill cost allocation to (6U's hefore impuirment

3t/ 2/29)8 u 31/13/2017 1/01/2017

EUR "000 EUR :;6; R EUR ‘000 .
Seaurelink UK Limited 32191 32 652 34 050
Securelink Nederland B.V, 66 490 66 490 66 490
Securelink N.V. 62 3566 62 366 62 366
Securelink Germany GmbkH 14 945 14 945 -
Secaurelink Sweden AB 66 376 69 173 71260
Securelink Norway AS 7278 7 585 7814
Securelink Denmark A/S o W7k 18 502 7 19 081
Total goodwill cost 267 400 2-71 7i3~ “ ??Jmoi‘.

The Group tests goodwill annually for impairment, or more frequently if there are indications that goodwill
might be impaired.

The recoverable amount of the different CGU’s is determined based on a volue in use calculation which uses

cash flow projections based on financial budgets approved by the directors covering o future five-year

period.
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The key assumptions in determining the recoverable amount can be summarized as follows:

Key assumptions

Average Average Pre-tax Terminal
annual soles EBITDA margin discount rate Growth rate
growth rate growth rate
h % % % %

31/12/2018

Securelink UK Limited 5,0% 1,8% 13,1% 2,0%
Securelink Nederiand B.V. 70% 0,3% 12,2% 1,3%
Securelink NV, ?2.0% (0.2)% 13,4% 1,3%
Securelink Germany GmbH 15,0% 2,5% 13,8% 1,3%
Securelink Sweden AB 70% (0,1)% 12,0% 1,4%
Securefink Norway AS 18,0% 0,5% 12,6% 2,0%
Securelink Denmark A/S 7.0% 0,9% 11,5% 1,0%
3r/1z2/2817

Securelink UK Limited 15,0% 1,4% 12,6% 2,0%
Securelink Nederland B.V. 12,0% 0,0% 117% 1,3%
Securelink N.Y. 70% 0,2% 14,0% 1,3%
Securelink Germany GmbH 17,0% V% 12,5% 1,3%
Securelink Sweden AB 7.0% {0,5)% 11,6% 1,4%
Securelink Norway AS 15,0% L% 1N7% 1,6%
Securelink Denmark A/S 10,0% 19% 11,0% 1,0%
1/e1/2017

Securelink UK Limited 10,0% 0,1% 11,9% 2,0%
Securelink Nederland B.V. 15,0% 17% 11,5% 1,0%
Securelink N.V. 10,004 1,4% 13,1% 1,0%
Securelink Sweden AB 12,0% 08% 11,7% 1,6%
Securelink Norway AS 10,0% {0,2)% 12,0% 1,7%
Securelink Denmark A/S 12,06% 1.6% 11,0% 1.0%

Annual sales growth rate: Annual sales growth rate is expected to be similar over the period for the
Group as a whole with average growths rate around 10%. Growth rate of individual companies can vary
based on local economic factors influencing the market (saturation of the local market, target customers, size

of the market compared to the size of the company etc).

EBITDA margin growth rate: EBITDA margins can vary per CGU based on the product mix already
provided to the local customers. In the models, the Group has included a gradual increase /(decrease) in
EBITDA margin in the financial budgets covering a five-year period based on expected product mix

changes and pressure on margins in more mature markets.
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Pre-tax discount rates: Discount rates reflect management's estimate of the risk specific to the country in
which it operates. Pre-tax discount rates are applied. Based on third party market studies performed for
comparable companies, management deems it appropriate to use a different discount rate by CGU that
varies between 11% and 14%.

Terminal growth rate: The Group has based its terminal growth expectafion on the risk-free interest rate
per CGU.

In the initial impairment analysis prepared for Securelink UK Limited, taking into account the above
disclosed key assumptions which were derived from the five-year financial budgets prepared in October

2018, the recoverable amount was substantially in excess of its bock value.

The directars are of the opinion that there are significant business opportunities in the future in the UK when
the uncertainties around the Brexit have been resolved, which can be a trigger for significant investment in
business cybersecurity infrastructure and a driver for significant future revenue growth. Although
management considers the risks of o potential Brexit on the UK business as rather remote, given that the vast
majority of product sales is performed in the UK demestic market without cross-border transfer,
management also acknowledges that the current economic environment causes a higher uncertainty and

potential volatility towards future operational results.

Bused on current market conditions (i.e. the actual results of the first quarter of 2019, the reforecast of the
full year budget of 2019 and based on the fact that the Brexit uncertainty is still unresolved), management
has reassessed the key assumptions used in the impairment model for Securelink UK Limited os stated in the
table above.

Based on this reassessment, a goodwill impairment has been accounted for of € 9 million as presented in

note 12.1. After this impairment and prior to any impact of the different sensitivity analysis performed the
amount by which the unit’s recoverable amount exceeds its carrying amount con be summarized as follows:

Amount by which the unit’s recoverable emount exceeds its carrying omount

31/12/2018

 EUR'000
Securelink UK Limited 371
Securelink Nederlond B.Y. 24773
Securelink N.V. 25034
Securelink Germany GmbH 11604
Securelink Sweden AB 22 566
Securelink Norwoy AS 10 435
Securelink Denmark A/S 605

The Group has conducted an analysis of the sensitivity of the impairment test to changes in the key
assumptions ysed to determine the recoverable amount of each of the CGUs to which goodwill is allocated.

The following table shows the effect on the headroom of an underperformance of 5% in average annual
sales growth with all other variahles in the model unchanged, as well as the effect of an increase in pre-tax

discount rate by 2% with all the other variables in the model unchanged:
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Sensitivity enalysis

growth rafe by

Amount by whidch the unit's recoverable amount exceeds [ (is lower

than) its carrying amount per 31 December 2018

Securelink UK Limited
Securelink Nederland BV.
Securelink N.V.

Securelnk Germany GmbH
Secaurelink Sweden AB
Securelink Norway AS
Securelink Denmark A/S

EUR '000

Decrease of

Increase of Pre-

annual sales

tax discount

5%

{4 619)
6 390
8799
4409
5338
7 371

(3 395)

rate by 2%

EUR '000

(3 616)

10 405
12749

5961

7914

7 541

(2 933}

Current market conditions (i.e. the actual results of the first quarter of 2019, the reforecast of the full year
budget of 2019} for CGU Denmark do not indicate that the presented changes in the sensitivity analysis

are reasonably possible to occur.

The Group has considered and assessed reasonably possible changes for other key assumptions and have

not identified any instances that could cause the carrying amount of the different CGU’s to exceed its

recoverable amount.

13 Prepayments

See accounting policy in note 4.5 on revenue recognition.

The Group often sells back-to-back maintenance contracts on security products and licenses, in which the
Group serves as first line support. These contracts are often prepaid to the vendor. Revenue and related

prepayments are recognized over time for these contracts.

Prepoyment balances can be summarized as foliows:

Prepayments

Contract related prepayments

Total prepayments

Prepayments by classification:

Non-current
Current

Total prepayments

a1/12/2018 _31/12/2017 1/01/2017
EUR '000 EUR "000 EUR '000
52115 48 787 45 680
52115 48 787 45 680
14 943 14 037 11422
37172 34750 34 058
s2ns | 48787 © T aseso




14 Other intangible assets

See accounting policies in note 4.13.

Other intangible assets

2017

Cast

Balance at 1 January 2017

Additions

Additions through business combinations
Disposals

Transfer te other asset cotegories

Effect of foreign currency exchange differences

Balance at 31 December 2017

Amortization

Balance at 1 Januvary 2017

Additions

Effect of foreign currency exchunge differences
Balance at 31 December 2017

Net Book velue at 31 December 2087

2018

Cost

Balonce at 1 January 2018

Additions

Disposals

Effed of foreign currency exchange differences

Balance at 31 December 2018

Amortizotion

Balance at 1 Jahuary 2018

Additions

Disposals

Effed of foreign cwrrency exchange differences

Balance at 31 December 2018
Net Book value at 31 December 2018

The additions in 2017 through business combinations represent the customer relations, intellectual property

Patents and Capitalized Customer
aother rights development contracts and Total
‘“EUR ‘000 EUR 000 EUR '000 EUR '000
1815 780 75 648 78 243
1 53-2 'Im {3~2 ) ’ ) - ) 2 7"14
6 068 - 7153 13221
7n - - 71}
(1072) 1 046 . (26)
- (35} (858) (893)
8 322 2923 81 943 93188
(277} (149) (18 886) (19 312)
) " (821) (182) (14 292) {15 205)
{(107) ) 195 78
(1 205) @41} (32983) (34 529)
7117 2 582 48 9560 58 659
8322 2923 81943 93 188
T R T
(47) {(77) - [124)
; (56 714) (770)
8 494 3 B&O 81 229 93 583
(1 205} {341) (32 983) (34 529}
: (1129) (427 (8 251) 9 807)
39 - - a9
- 11 257 268
{2 295} (757) (40 977) 44 029)
5199 3103 49 554

40 252

and tradenames recognized for the acquisition of iT-Cube Systems AG.
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The estimated useful lives of intangible assets for current and comparative periods are as foliows:

Amortization of Intangible nssets

Type of Intangible asset

Patents and other Rights
Internally generated software

Trodenames

Customer contracts

Estimated
useful life ) rate
5 years 20%
5 years 20%
10 years 10%
1 -15

year 79, -
years

Amortization

100%

The useful life of significant intangible assets acquired in business combinations is assessed separately. The

below tables summarize the carrying value and the expected useful life of the significant intangible assets

acquired in business combinations:

Summary of significont intangibie assets - customer contracts and frodenames

Carmrying value

Remaining

lif
31/12/2018 31/12/2017 1/01/2017 useful life
EUR 000 EUR 000 EUR ‘000 in years
g c]]]
Seaurelink UK Limited & 721 7 840 ? 518 1-8
Securelink Nederland B.V. 11 003 13 873 18 631 1-7
Securelink N.V. 9 287 1778 17 655 1-7
Securelink Germany GmbH 5964 & 559 - 8-13
Securelink Sweden AB 5259 6 428 7 980 1-8
Securelink Norway AS 145 280 472 1-8
Securelink Denmark A/S 1873 2202 2 506 1-8
Tatal Net Book value 40 252 48 960 56 762
Summary of significant intangible assets - patents and other rights
s Camrying valve Remaining
31/12/2018 31/12/2017 1/01/2017 useful life
EUR "'000 EUR 000 EUR ‘000 in yeors
C6U
Securelink Germany GmbH 4854 5461 - 8
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The carrying value of the intangible assets arising from business combinations has been taken into account
for the calculation of the aggregate carrying value of the identified CGU's as described in note 12 for the
purpose of impairment testing.
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15 Property, Plant and Equipment
See accounting policies in note 4.12.

The changes of the cost and accumulated depreciation and impairment of Property, Plant and Equipment
(PP&E) are shown as follows:

Property, plont and equipment

Leasehold Fumiture
improve Spare pars filtings & Vehicles Total
ments equipment
Thmios mioco | eR'oce R0 EUR ‘050
2017
Cost
Balance at 1 January 2017 1 003 874 2 238 55 4170
Additions threugh business combinations - - ""““““:;]"7' R “'"‘“'3-]'7“
Additions 260 739 1358 - 2 357
Disposals - - {164} (28) {220}
Transfer fo other asset categories - 25 (25) - -
Effect of foreign currency exchange differences 12) {4) (51) - (67)
Balance at 31 Decemnber 2017 T -‘in;“.":;ﬁ “"-M"“]" “6;: h 3 67M3m 27 6 585
Accumulated deprecintion and impairment
Balance at 1 Januvary 2017 {100) {200) {317) - (617)
Additions {218) {28%) [110%) - (1618}
Disposals - {19) 139 - 120
Transfer to/from other asset categories - {13) 13 - -
Effect of foreign currency exchange differences 2 . 22 - 24
Balance at 31 December 2017 {316) (521} (1 252) —:- (2 089)
Net Bool value at 31 December 2017 935 1113 2421 27 4496
2018
Cost
Balance at 1 January 2018 1257 1634 3673 27 L] 585M
Addihians 270 494 ) 73; . - 1 ;‘;7
Additions through business combinations - - - - -
Disposals {521) - [1621) (&) {2 148)
Transfer to /from other asset categories - {50) 50 - -
Effect of fereign currency exchange differences [15) {16) (610 - (92)
Balance ot 31 December 2018 S ;?;; ““‘:"“"”"“2 56;2" "-" M “2 774 S il “ “““;""8";2-
Accumuluted depreciation and impairment
Balance at 1 January 2018 (316) 521) (1 252) - (2 089}
Additions (208) (399) (1139) {10 (1758)
Disposals 227 - 1499 4 1730
Transfer to/from other asset categories - 18 (28) - (10)
Effect of foreign currency exchange differences -] (29} 41 - 18
salance s 31 Decamber 2018 T e em @ aien

Net Book volue at 31 December 2018 694 1131

1895 15 3735
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All PP&E are valued at historical cost baosis less impairment. There have been no indicators for impairment

of PP&E in 2017 and 2018 and no historical impairment losses were recognized. All assets from the group

have been pledged to secure borrowings (reference is made to note 21.4).

For details on the breakdown of the lease liabilities related to PP&E reference is made to the financial risk

management section of the disclosures.

16 Subsidiaries

See accounting policies in note 4.2.

Details of the Group's material subsidiaries at the end of the reporting period are os follows:

Compositien of the Graup

Company

Securelink Group Services N.V.

Securelink NV,

Zion Security N.V.

SL Acquisition B.V.
Securelink Nedertand B.V.
Securelabs BV, (**)

SLCS Systems AB.
Seaurelink Sweden AB.
Securelink Denmark A.S.
Securelink Norway AS.
SL Bidco UK Ltd. (*)
Securelink UK Ltd.

5L German Bidco GmbH.
Securelink Germany GmbH.
Agile S| GmbH.

Securelink Information

Technology (Shanghai) Co,, Ltd.

Notes

Principal adivity

Service Centre
Operating company
Operating company
Holding company
Operating company
Operating company
Holding company
Operating company
Operating company
Operating company
Helding company
Operating company
Holding company
Operating company

Dormant

Operating company

Registered office

Wommelgem, Belgium
Waommelgem, Belgivm
Wommelgem, Belgivm
Sledrecht, The Netherlands
Sliedrecht, The Netherlands
Sliedrecht, The Netherlands
Malma, Sweden

Malma, Sweden
Copenhagen, Denmark
Oslo, Norway

London, United Kingdom
London, United Kingdom
Mundhen, Germany

Munchen, Germany
Munchen, Germany

Shanghai, China

Equity

interest %
.. 2018

100
100

60
100
100

na.

100
100
100
100
100
100
100
100
100

100

Feusity
interest %
) 2017

100
100

60
100
100
100
100
100
100
100
100
100
100
100
100

100

{*} For the year ended 31 December 2017, 5L Bideo UK Limited (Company House Registration Number: 10284655) wos entitled

to exemption from audit under section 479A of the Companies Act 2006 of the UK relating to subsidiary companies

(**) Merged with Securelink Nederland B.V. On 31 December 2017

All entities listed above are fully consolidated for the period under control.
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17 Contract assets and contract cost

Contrad cost

Contract cost
Deferred commission cost

Total Contrad cost

Cantroct cost by Classification
Non-current
Current

Total Contract cost

Contract cost relates to variable sales commissions paid for projects of which revenue is recognized over time.

31/12/2018 31/12/2017 0172017
EUR 000 EUR "000 EUR "000
1075 588 459
1075 588 459
1075 588 459
1075 588 459

There were no impairment losses recognized on any contract asset in the presented reporting periods.

18 Inveniories

See accounting policies in note 4.15.

Inventories

licenses regarding maintenance contracts
Hardware

Software

Provision for obsolescence of goods

Total inventories

19 Trade and other receivables

See accounting policies in note 4.17 and 4.18.

21/12/2018 31/12/2017 1/01/2017
EUR '000 EUR '000 EUR '000
329 342 177
1868 1123 720
2 25
2199 1490 897
2199 1490 897
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Trade ond other receivables

31/12/2018 31/12/2017 1/01/2017
EUR '000 B EUR '1000 EUR "000 )
Trode Receivables 59 017 56723 45 442
Allowance for doubtful debt [471) (219) (217}
Other receivables 918 672 2752
Total Trade and other receivahles L 59 464 57 176 47 977

All receivables have a remaining duration of shorter than one year. The average credit period on sales of
goods is 49 Days. No interest is charged on trade receivables. The Group considers that the fair value of

the receivables approximates its book value, given its short-term nature.

The Group has established a financial asset impairment policy in which the expected credit loss on trade
receivables are estimated using a provision matrix by reference to past default experience and an analysis
of the debtor’s current financial position, adjusted for factors that are specific to the debtors including an
assessment of both the current as well as the forecast direction of conditions at the reporting date. There
has been no change in the estimation techniques or significant assumptions made during the current

reporting period.

In general, the group has a very creditworthy customer base and historic credit losses are immaterial in
omourt. Actual credit losses incurred during 2018 amount to €6 thousand (2017: €22 thousand). The
concentration of credit risk is limited due to the foct that the customer base is large ond unrelated. Due to

the immaterial impact, the Group does not disclose the matrix used to assess the credit risk.

The Group applies the rebuttable presumption that a default is incurred when a financial asset is more than
90 days paost due date {“event of default”), unless there is reasonable and supportable information to
demonstrate that a more lagging default criterion is more appropriate. The allowance of doubtful debt
accounted for relates 1o the analysis of the individual debtors current as well as the forecast direction of

conditions at the reporting date.

Trade receivables include amounts (see below for aged analysis) that are past due at the end of the
reporting period for which the Group has not recognized on cllowance for doubtful debts because there
has not been a significant change in credit quality and the amounts are still considered recoverable.

Age of receivables that are past due but not impaired:

Age of receivables that are post due but not impeired

31/12/2018 31/12/2017
EUR '(;{;0 EUIi ‘000 o
0-30 days 6 392 b 474
31 - 40 days 709 101
61-90 days 176 429
=90 days &7 136
Total ) . ) ) 7 34"4 N 8 950

Summary of movement in the allowance for doubtful debis:

86



Movement in the allowonce of deubtful dehts

Balance at the beginning of the year
Additional provision accounted for
Reversal of provision

Realization of provision (Actual Loss)
Foreign exchange

Balance at the end of the year

331/12/2018 31/12/2017
R ER‘oe

(219) (217)

2577 (29

2 5

6 22

1 -

@71) (219)

The Group refers to note 34.2.2 Financial risk management — Credit risk for the analysis of the credit risk

relating to trade and other receivables.

20 Other financial assets and finance [ease receivables

See accounting policies in note 4.7, 4.17 and 4.18.

Other finandal assets and Finance lease receivahles

Breakdown of other financial assets and finance lease receivahies

Finance lease receivables

Derivative financial instruments [note 21.2)
Loans to key management personnel
Loans to related porties

Total other financial assets dnd ledase receivables

by Classification

Non-current
Current

Total other finandal assets and lease receivables

Amounts receivahle under finonce leases

Within one year
In the second to fifth years inclusive

Total gross investment
Less: future finance income

Present value of minimum leose payments

31/12/2018 31/12/2017 1/e1j2007
EUR '000 EUR '000 EUR "000

1796 889 204

302 35 -

95 12 122

805 2 488 2010

2998 3524 2336

1050 127 122

1948 3397 2214

2998 3524 2336

947 889 204

849 - _

1796 889 204

(92) {25) {6}

864 198
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Loans to related parties relate to a current account receivable position towards Sl Holdco B.V. The Group

considers that the fair value of the loan related parties approximates its book value, given its short-term

nature. The amounts outstanding are unsecured and will be settled in cash. No guarantees have been given

or received. No provision has been made for doubtful debts in respect of the amounts owed by related

parties. Amounts receivable from SL Holdco B.V. carry interest of 0,5% to 2,5% per annum for all periods

presented.

The group enters into finance leasing arrangements for certain hardware product sales. The average term

of finance leases entered into is 3 years. There are no unguaranteed residual values of assets leased under

finance leases at the presented reperting dates. The imputed finance costs on the receivables under finance

leases were determined based on the Group’s incremental borrowing rate (5,5%).

The finance lease receivables at the end of the reporting period are neither past due nor impaired. The

Group refers to note 33 on financial instruments for IFRS 9 impairment analysis and Financial risk

management — Credit risk for a summary of all financial instruments, including fair value hierarchy for

financial instruments measured at fair valve.

21 Borrowings & Other financial liabilities

See accounting policies in notes 4.7, 4.17, 4.19, 4.20 and 4.21.

Berrowings

Unsecured - at amortized cost
toans from related parties

Finance lease lichilities

Other loans

Secured - at amontized cost

Bank loans
Bond
Other loans

Total Borrowings

Current
Non-current

Total Bomowings

3i1/12/20:8 3t/12/2017 1/01/2017
EUR 000 EUR '00(; T El.“IRW(WJGO o
72 251 89 555 85 365
1539 3294 1462
63 150 -
S 77:; 852; 7927 999 86 82;
130820 119 517
1446 958 - -
- 202 °%
T asess moz2 1ivels
220 811 224 o1 206 5134
4 680 40 151 23 065
216137 183 870 183 378
220811 224021 206 443

224 o
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Other finondial ligbildies

31/12/2018 31272017 1/01/2017
EUR ‘000 EUR "000
Held for trading derivatives that t designed in hed
e O.l' rading derivanves ar are no esigned in headge 41 215 ]00
accounting relationships
215 100

Total other financial liabilities 41

Information about the Group's exposure to interest rate, foreign currency and liguidity risks is included in

note 34.

Summary of borrowing ferms and conditions

Borrewings -terms ond conditiens

Cunency Type Nominal Year of
{*) (* interest rate (*}  maturity (%)

Unsecured - at amortized cost
Lloan from related parties (i) EUR Fixed 5,0% 2023
Loan from related parties (i} GBP Fixed 11% - 16% 2018
Loans from related parties
current account (i) EUR Fixed 2,5% - 4% 2019
Finance lease liabilities {iv) EUR Fixed 3,3%-78% 20019 - 2020
Finance lease liabilities {iv) SEK Fixed 33%-78% 2019 - 2020
Finance lease liabilities (iv} GBP Fixed 3,3%-78% 2019 - 2020
Other loans EUR Fixed 3,0% 2019
Secured - at omortized cost
Secvred bank loan {v) SEK Floating 3,75% - 4,55% 2021
Secured bank loan (v) EUR Floating 3,75% - 4,55% 2022
Secured bank loan (v) GBP Floating 375% 2022
Secured bank loan (v) EUR Floating 3,75% - 4,25% 2022
Secured bond {vi) EUR Floating 5,50% 2023
Secured bank loan (vii) Multi Floating  2,50% - 3,75% 2019
Other loans EUR Fixed 3,00% 2019

Total Borrowings

331/12/2018 31/12/2017

EUR 000 EUR ‘000

69711 66144

- 212N

2540 2200
1034 2044
254 886

251 363

63 151
73853 92 999
- 47 152

- 50139

- 14 349

- 19 160

146 958 -
- 202

146 958 131 022
220 811 224 o021

1/01/2017

EUR ‘000

63 978
19 337

2050

16
546

86 827

49 049
52023
15 001
3444

99
119 616

206 443

(*) For more detalled information on specific terms and conditions for the different locn agreement, reference is made 1o

additienal information provided below on the different borrowing terms and conditions, subtitle (1) 1o (vii)
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{1) Leans from related parties (EUR)

Long term loan Amount repayable to the parent of the Group SL Midco B.V. primarily used to fund historic
business combinations. Fixed Interest of 5% per annum is charged on the outstanding loan balances
including capitalized interest (2017: 5%).

{i) Loans from related parties (GBP}

This GBP denominated loan from the parent of the Group SL Midco B.V. was provided as per 31 July 2016
and was primarily used to fund the business combination of CGU Securelink UK. The applicable fixed
interest rates on the sharehaolder bridge loan was 11 % for month 1-4, 12 % for month 5-8, 13 % for month
@-12. After one year the applicable interest rate became fixed at 16 %. The total amount of outstanding
interest was capitalized after one year on 31 July 2017. The total carrying amount of this bridge loan
including capitalized and accrued interest was repaid during the refinancing transaction which took ploce
on the 6th of February 2018.

(iii) Loans from related parties current account {(EUR)

The Group has a current account payable towards the parent company SL Mideo B.V. which is redeemable
at any given point in time. The applicable interest rate is 4% in 2017. As from 2018, the Group has
implemented cosh pooling. Part of the cash pool benefit is reallocated to the cosh pool participants,
lowering the effective interest rate charged. The loan is primarily used to fund net working capital needs.

(iv) Finance lease liabilities

The Group obtained financing from leases in different operational entities and, as o result, in different
currencies. Reference is also made to note 23 obligations under finonce lease for additional information on

finance lease liabilities.

(v} Secured bank loans

As of 1 January 2017, the balance corresponds to the outstanding part of the syndicated loan €54 500
thousand from 2015, a syndicated loan of SEK 468 582 thousand with an effective annual interest rate of
STIBOR 3,75% - 4,55%, a syndicated CAPEX facility for GBP 12 450 thousand with an effective annual
interest rate of LIBOR + 3,75% and 2 syndicated revolver facilities for a total amount of €3 500 thousand
with an effective annual interest rate of EURIBOR + 3,75%.

As of 31 December 2017, the balance corresponds to the outstanding part of the syndicated loan of €52
900 thousand, o syndicated loan of SEK 464 054 thousand with an effective annual interest rate of STIBOR
+ 3,75%-4,55%, a syndicated CAPEX facility for GBP 12 450 thousand with an effective annual interest
rate of LIBOR + 3,75% and 2 syndicated revolver facilities for a total amount of €15 000 thousand with an
effective annual interest rate of EURIBOR + 3,75% and SEK 40 000 thousand with an effective annual
interest rate of STIBOR + 3,75% plus accrued interest.

(vi) Secured bond

On February 6™, 2018 the Company issued o €150 million senior secured bond, which is listed on both the
Frankfurt and Oslo exchange identified with ISIN NOCO10814189, to refinance the syndicated bank loans
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and o shareholder bridge loan with the purpose of creating additional financial flexibility. The bond has a
duration of 5 years maturing on February 6™, 2023. The applicable interest rate on the bond contains
floating EURIBOR 3M (floored at 0 %) as the reference rate, quarterly revised in advance, plus 5,5% fixed

margin. The interest rate becomes payable at the end of every quarter (in arrears).

(vii) Secured bank loan after bond Tssue

Within the same refinancing transaction of the bond, the Company entered into a super senior revolving
credit facility for an amount of €20 millien, of which no amount was utilized ot 31 December 2018.
Reference is made to note 34.3.2 for the unused financing facilities ot the disposal of the Group.

The facility is sub divided into two parts:

One part of €12 million relates to a Revolving Credit Facility, or short-term loan facility. This facility allows
the Group to enter into short term loans in different currencies, depending on the specific net working
capital needs (EUR, USD, GBP, SEK, NOK and DKK}. The loans have a minimum duration of one month and
can be rolled-over at the end of their term. The loans are priced on the date of request and contain a 3,50
% fixed margin + floating Interbank Base Reference Rate of the applicable currency and the applicable
duration. (E.g. EURIBORTM, USD LIBORTM, ...). A commitment fee (unutilized fee) is due for this facility of
1,2250 % per annum on the total available non-utilized commitment of the facility.

The other part of €8 million relates to an ancillary {overdraft) facility and is linked to the bank accounts of
SL Group Services N.V. acting as the central treasury entity for the Group cosh pooling. This facility allows
the Group to cover short term cash deficits at the cost of a fixed margin between 2,50 % - 3,75 % (based
on the currency) and the applicable 1-month interbank Lending rate on the date of the overdraft. An
availability fee is due for this focility of 1,25 % per annum on the total facility amount of €8 miilion
regardless of the amount utilized.

At 31 December 2018, no uamount has been used of this credit line, which is the reason why the carrying
amount presented in the table equals zero. Reference is made to note 34.3.2 on unutilized financing
facilities available for the Group.

21.2 Summary of financial assets and liabilities measured at fair value

Financel assets and linbilities measyred ot fair value

31/12/2018 31/12/2017 1/01/2017
EUR ‘000 EUR '000 EUR 000
Included in other financial assets (note 20)
Held for trading derivatives that are not designed in hedge 0 10 i
accounting relationships (i)
Cther forward exchange contracts {ii) 186 - -
Interest rate swaps (i) 106 16 -
302 35 -
Included in other financial liabilities (note 21) o T
Held for trading derivatives that are not designed in hedge
accounting relationships (i) 41 215 100
41 " 215 100
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(i} The amount presented is the fair value of the derivative financial instruments at the respective balance
sheet dates relating to cash flow hedges, without applying cash flow hedge accounting {accounted at fair
value through profit or loss). The notional principal amounts of the outstanding FX forward contracts are
disclosed in note 34.1.7¢ on financial risk management.

{ii) Other forward exchange contracts

The Group has entered into two cross- currency Interest rate swaps to denominate €37,5 million of the
secured Bond in SEK and €16 million in GBP to align debt structure with operational cash-flows in foreign
currencies and to create a natural hedge between operational cash flows and interest payments in foreign
currencies. The cross-currency interest rate swaps are active as from & August 2018 for a duration of 3
years. The applicable interest rates and payment terms of the financial instruments are aligned with the
bond terms and the cross-currency interest rate swaps both fixes the exchange rate as well as the interest
rate for the duration of the contract (not dependent on changes of LIBOR3M and STIBOR3M).

On the 31 of December the fair value of the cross — currency interest rate swaps amounted to €186

thousand.

{iii) interest rate cap

As per 31 December 2018, the secured bond has o floating interest component (EURIBOR 3M). In order to
mitigate the risk of o possible significant EURIBOR rate increase, the Group has bought an interest rate cap
with a strike at 0,50 %. The interest rate cap is active as from & August 2018 with termination date of 6
August 2021. The applicable interest rate payment terms of the financial instrument are aligned with the

bond terms.
On the 31st of December 2018 the fair value of the interest rate cap amounted to €106 thousand.

As per 31 December 2017 and as per 1 January 2017, the secured bank loans had floating interest
components (EURIBOR, LIBOR, STIBOR) depending on the applicable currency and duration of the bank
loans as disclosed in note 21.1. In order to mitigate the risk of o possible significant EURIBOR and STIBOR
rate increase, the Group has bought interest rate caps with strikes at 0,85% for both EURIBOR and STIBOR.
Changes in LIBOR were not hedged, given the limited amount outstanding and interest payment at risk. The
applicable interest rate payment terms of the financial instruments were aligned with the secured bank

loans. The financial instruments were ¢losed during the refinancing transaction.

For a sensitivity analysis of the impact of a 100 bp increase in EURIBOR, LIBOR, STIBOR on the net income
and equity, net of tax of the Group, reference is made to note 34.1.2b.

21.3 Covenanis

In 2017, in relation to the secured bank locan financing agreements, the Group had to comply with financial
covenants relating debt leverage and cashflow cover ratios. The refinancing transaction which took place in
2018 has created additional financial flexibility. The new bond terms do not include any financial
maintenance covenants and contain no obligation to repay principal amounts before the maturity date in
2023.

Together with the refinancing transaction, the Group also secured a super senior revolving credit facility of
€20 million to manage potential liquidity requirements following swings in net working capital. At the end of
2018, the Company has to comply with one financial covenant relating to the super senior revolving credit
facility, i.e. a minimum Adijusted EBITDA recuirement of €15 million. At yearend 2018, the Group does not
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make use of the revolving credit facility and the Group is not in breach, or, has never been in breach of its
covenant.

21.4 Secured loans

All assets of the group have been pledged to secure the bond and the super senior revolving credit facility.
As per 31 December 2017 and 1 January 2017 all assets of the group were pledged to secure the bank
loans.

21.5 Reconciliation of liabilities arising from financing aclivities

The table below details changes in the Group’s liabilities arising from financial activities, including both cash
and non-cash changes. Liabilities arising from financing activities are those for which cash flows were, or
future cash flows will be, classified in the Group’s consolidated statement of cash flows as cash flows from
financing activities.
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Reconciliotion of liabilities orising from financing ectivities

1h thousands of eurs

2018

logns from reloted parties
Finance lease liabilities
Other loans

Bank loans

Bond

Revolving credit facility

Total Berrowings

Held for treding derivatives that are not

designed in hedge accounting
relationshios
Total other financial liabilities

017

loans from reloted porhes
Finance lease liabilities
Other loans

Bank foans

Total Borrowings

Held for trading derivatives that are not

designed in hedge accounting
relationshios
Total other financial liabilities

Non-cash Changes

Other Foreign Change in Change in
Opening Financing tinancial Fair value currency capitalize interest Closing
balance cashTiows cast paid adjustmen translatio d accruaty walance
[£}] t refinanct capitabza
G " ng cast tion
3
H
89 555 (21 670} - - 362 - 4 004 72 251
3294 (1708} - - (47) - - 1539
352 (268) - - (21 - - 63
130 820 {132 298) - - {940} 2828 (410) -
- 150 000 [5 164) - - 814 1308 146 958
224 021 (5 944) (5 1564} - {646) 3 642 4 902 220 811
215 812) - 638 - - . 41
215 (812) - 638 - - - 41
224 236 {6756} (5 164) 638 (646) 3 642 4902 220 852
85 365 33 - - 11712) - 5 B&9 B® 555
{
1462 1847 - - 15) - - 3294
v
99 250 - - 3 - - 352
119 517 13 493 - - (2 029} (226) 65 130 820
206 443 15 623 - - (3753) {226) 5934 24 01
. - e — — .- - oo
: E
' !
§
100 - - ns - - - 215
¢
- %
100 - - 115 - - - : 215
206 543 15623 -1 115 (3 753) {226) 5934 E 224 236

{i) The finoncing cash flows presented in the overview reconciles with the net amount of proceeds from lease liobilities, repayments of lease licbilites,

proceeds from borrewings and repayments of borrowings in the consolidated statement of cash flows,

(i} The majority of the other financial cost paid during 2018 is related to legal and advizory cost paid for refimancing the existing bank loans with o

secured bond, accounted for ot amortized cost and nduded in this overview. Other cost of financing not presented in this overview of €412 thousand

[2017: €609 thousand} mainly relate to unutilized fees paid for the revolving credit facilihies available but not used during 2017 and 2018.

22 Provisions

See accounting policies in note 4.16.

Provisions

Other provisions {see below)

Balance af the end of the year

3t/12/2018 31/12/2017 1/01/2017
EUR "000 EUR '000 EUR '000
- 80 80
- 80
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23.1

Other provisions

31/12/2018 31/12/2017
EUR ‘000 EUR '000
Balance at the beginning of the year 80 80
Reductions in provision due o cash outflows {80}
- 80

Balance at the end of the year

23 Obligations under finance lease

See accounting policies in notes 4.7.

Leasing arrangements

The group leased certain office equipment, hardware and back-to-back purchased maintenance contracts
under finance leases. The average lease term is 3-5 years. The group has options to purchase the equipment
for o nominal omount at the end of the lease terms. The Group's obligations under finance leases are

unsecured.,

All lease obligations are denominated in euro. For further specification on the currency and interest rates

applicable on the lease arrangements, reference is made to note 21.
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23.2 Finance lease liabilities

Finance lecse liobilities

Minimum lease payments

foom s ke B 4 b sl s e 0§ w0 A T S/Thad ¥ WL % v SROng obmwm s e w @

31/12/2018 31/12/2017 1/01/2017
EUR '000 EUR "G00 EUR '000
No later than one year 1286 2084 882
Later than one year and not later than five years 253 1207 578
Later than five years T, 3A -
Total amounts payable under finance lease 1339 31294 1 460
(52) {143) (66)
Less: future finance charges L o o
Present value of minimum lease peyments 1 487 3151 1394
In¢luded in the consolidation os:
Current borrowings (Note 21} 1286 2084 882
Non-current borrowngs [Note 21} o wv}y-“i} ) 1210 578
Total finance lease liabilities o 1539 o 3 294 1 460

The imputed finance costs on the liability were determined based on the Group’s incremental borrowing rate
(5,5%).

Reference is made to note 2, impact on new IFRS 16 requirements, in which the impact is disclosed of IFRS
16 on the lease ligbility over 2018, The Group has not early adopted IFRS 16 in the financial stotement.
The group will adopt IFRS 16 as from 1 January 2019.

24 Trade and Other Payables

Trode ond other payables

31/12/2018 31/12/2017 1/01/2017

“ ME<UR 'dOO - JEURA'(;DOk ) B EEJR '000
Trade payables &1 795 54 578 45 879
Payrall 7 597 6 840 5842
Social security charges 1785 1658 1717
Toxes {other than income taxes) 5795 4 324 1713
Accrued expenses 3921 3068 3 040
Other 776 2028 4 559
Total trade and other payables "””“"‘"”“‘;";“2:9“ o 7'ZA495 62750
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All tfrade and other payables have a remaining duration of less than one year.

Trade payables and accruals principally comprise amounts outstanding for trade purchases of licences,
hardware, saftware and vendor maintenance contracts. These payables do not accrye interest and are not
secured. The Group considers that the fair value of trade and other payables approximate its book value,
given its short-term nature of these liabilities and the fact that they are non-interest bearing. The Group has
financial risk management policies and procedures in place to ensure that payables are paid within the pre-
agreed credit terms. Reference is made to note 34.1.1a on the exposure to currency and note 3.4.3.10n the
exposure to liquidity risks.

25 Issved share capital and share premivm

See accounting policies in note 4.19

25.1 Share capital and share premium

At 31 December 2018, authorized and issued share capital is represented by 2 053 ordinary shares with
nominal valve of €2 053. Share Premium amounts to €142 144 thousand at the end of 2018. The company
has one class of ordinary shares which carry no right to fixed income and all shares rank equally with regard
to the Company’s residual assets. Holders of these shares are entitled to dividends as declared from time to
time and are entitled to one vote per share at general meetings of the Company.

The changes in share capital and share premium of the entity are as follows:

Issued copital and share premium

Number of Shares _Share capital Share Premium |

S EiJR o EUR B
Ordinary shares issved and fully paid as per 01/01/2017 ) """""“”'"""l"'" B ““‘“;” - 136 ;;Z;;EW
Share issued during the period 2 052 2052 6 000 000
Ordinary shares issued as of 31/12/2017 2083 2(_)53 142144 390
Share issued during the period - N -
Ordinary shares issved as of 31/12/2018 o 2 053 S 2 (;;;m 142 'I:; 390

25.2 Issue of ordinary shares

In 2017 shore copital increased with 2 052 new shares with a nominal value of €2 052 paid in cash as
disclosed in the proceeds from issue of share and other equity instruments in the consolidated statement of
cash flows. The €6 000 thousand increase in share premium in 2017 relates to the rollover founder
investment relating to the acquisition of iT-Cube Systems A.G. in 2017.

26 Ofher reserves

See accounting policies disclosed in notes 4.8, 4.10, 4.19 and 4.21.
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Other reserves consist of the following reserves:

Other reserves

a1/12/2018 31/12/2017 1/01/2017

EUR '000 £UR '000 EUR '000
Foreign exchange franslation reserve {4 232) (2 269) (453)
Remeasurement of defined benefit obligation 5 22 -
Total other reserves {4 227) (2 247} (453)

The foreign exchange translation reserve comprises all foreign currency differences arising from the
translation of the financial statements of foreign operations. The company does not apply hedge accounting,
so the effective portion of any foreign currency difference arising from hedges of a net investment in a

foreign operation is not induded in the foreign exchange translation reserve.

27 Accumulated losses and dividends on equity instruments

The following overview summarizes the movements in accumvulated losses:

Accumuioted losses and dividends on equity insfruments

200 N300y

EUli '(;60 Y EUR ;OOO N

Balance at the beginning of the year o (4:1 _6_5:31 o _(3_2 84_3_)
Loss attributable to owners of the Company (18 357) (11 836)
o (63 0362 ] (4:1 679)

Balance at the end of the year

In Article 14 of the company’s articles of association it is presented that the appropriation of the result is at
the disposal of the General Meeting. In anticipation of o resolution being passed to thot effect at the
General Meeting to be held to consider and adopt the financial statements for the year ended December

31, 2018 the loss for the year has been carried forward.

The financial statements reflect this proposal.
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28 Non-controlling interesis
See accounting policies in note 4.2,

The below table summarizes the chonges in non-controlling interest:

Nosn-controlling interests

31/12/2018 31/12/2017
EUR "000 ELIR "000
Balance at the beginning of the year 144 100
Share of profit for the year attributable to non-controlling interests 24 44
Balance at the end of the year 168_ 144

29 Avudit fees

Deloitte The Netherlands was appointed as auditor of the Group during the year ended 31 December
2018. Fees included in legal and accounting expenses related to Deloitte, the external independent auditor
of the Group, are summarized as follows:

Auditor's remueneration

Deloitte Accountants B.V. Other Deloitfe network

31/12/2018 3t12/2017 31/12/2018 INN12/2017

EUR'000  EUR'000 EUR'00  EUR'000
Audit of the financiol statements 173 144 182 203
Other qudits 184 . - &
Tax advisory services 4 - 2 24
Other nen-audit services 6 79 - -
Total remuneration mmmm;;; 223 184 233

30 Acquisition of subsidiary

Reference s made to significant accounting policies as set out in note 4.3 business combinations and the IFRS
1 optional exemption applied for business combinations which took place before the first adoption date as

described in note 4,1.3.
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30.1 Acquisition of iT-Cube Sysiems

On 1 January 2017, the Group acquired 100% of the shares and voting interests in iT-Cube Systems, a
German based company specialized in cyber security products and services. As a result, a change of
control has taken place. Taking control of iT-Cube Systems enabies the group to further develop and

strengthen the pan-European footprint in one of the most attractive European cyber security markets.

30.1.1 Business overview

iT-Cube systems is a leading full-service provider for IT security solutions. The company was founded in
2001 and has since then accompanied customers with its extensive know-how throughout the entire projects,
in all steps from project planning to implementation and operations. The company prevides the following
products and services:

- Consulting and training including security assessments, security strategy development, infiltration

testing, system integration etc.

- Product sales relating to best-in-breed security products from a wide range of technology partners
(e.g. for network & endpoint security, SIEM, encryption etc.) and own developed software Agile Sl.

- Maintenance contracts for security products

- Managed security services delivered from the own advanced, highly automated security monitoring
platform with fast attach detection based on machine learning

The acquisition of iT-Cube added revenues of €26,9 million in 2018 (2017: €19,6 million) and
approximately 69 full time equivalent employees (“FTE") at year end 2018 (2017: 70 FTE).

30.1.2 Censideration transferred

The following table summarizes the acquisition date fair value of each major class of consideration

transferred:

Consideration tronsferred

1/01/2017

EUR *000
Cash 20018
Equity instruments (in-kind share payment - see note 25.2) 6 000
Total consideration transferred 26 018

30.1.3 Acquisition related cost

The Group incurred acquisition-related costs of €753 thousand on fegal fees and due diligence costs. These
costs have been included in 2017 in legal and accounting cost.
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20.1.4 identifiable assets acquired, and liabilities assumed

The following table summarizes the recognized amounts of assets acquired and liabilities assumed at the

date of acquisition:

identifichle assets acquired and labilities assumed

1/01/2017

EUR '0;)0 ‘
Cther intangible assets 13 290
Property, plant and equipment 37
Investments 33
Deferred tax assets 373
Prepayments 3593
Trode ond other receivables 5307
Inventories 553
Cash and bank balances 1499
Provisions including retirement benefit obligation (303)
Deferred tax Habilities (4 282)
Trode and other payobies (4 196)
Contract liabilities (4 574)
8crrowings (459)
Current tax liabilities (78)
Total identifiable net ussels acquired o 1 07;

Business combinations are accounted for using purchase accounting which requires acquired assets and
liabilities, including identifiable intangible assets that satisfy the recognition criteria, to be included in the
acquirer’s consclidated balonce sheet at fair value as at the acquisition date. The approaches and methods

used were the following:

1) Based on the business plan used in the context of the transaction, a reconciliation of the
purchase price was performed and a validation of the discount rate {internal rate of return)

was achieved.

2) Tradename, customer relationships and intellectual property have been identified as intangible
assets that are to be recognized at fair market valve separately from goodwill. The valuation

of those assets is based on the following methods:

o Tradenames: using the relief from royalty method, estimating the value of future forgone
royalty payments over the life of the asset by virtue of owning the asset.

o Customer relationships: using Multi-period excess earnings method, in which the value of
a specific intangible asset is estimated from the residual earnings after fair returns on all
other assets employed (including other intangible assets) are deducted from the business

after tax operating earnings.

o Intellectual property: using Multi-period excess earnings method, in which the volue of a
specific intangible asset is estimated from the residual earnings after fair returns on all
other assets employed (including other intangible assets) are deducted from the business

after tax operating earnings.

Valuation date is 1 January 2017.
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30.1.5 Goodwill

Goodwill arising from the acquisition has been recognized as follows:

Goodwill arising from the acquisition

1/01/2017

EUR 000
Consideration transferred {note 30.1.2) 26018
Less: fair value of identifiable net assets (note 30.1.4) {11 073)
14 945

Goodwill

The goodwill is attributable mainly to the skills and technical talent of iT-Cube Systems work force and the
synergies expected to be achieved from integrating the company into the Group's existing cybersecurity
business. None of the goodwill recognized is expected o be deductible for tax purposes.

30.1.6 Reconciliation of payments for acquisition of subsidiary, included in the statement of cash flows

Recanciliation of payments for aquisition of subsidiary, net of cash acquired

31/12/2018 31/12/2017

CEUR'000  EUR'000
Cash consideration transferred for the iT-Cube systems business cembination - 20018
Less: Cash and bank balances acquired - [1499)
Transaction cost paid - 753
Remaining cash consideration accrued in 2016 for acquisitions of Nebulas ) 1 556
{UK) and Coresec {Nordics), paid in 2017

Total - 20 828
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31 Notes to the statement of cash flows

31.1 Cash and bank balances

Cash and bank balances

31/12/2018 31/12/2017 1/01/2017

EUR 000 EUR '000 EUR '000
Bank balances 20 400 23 847 20223
Petty cash 2 3 2
Cash in transit 7 10
Total cash and bank balances 20 403 23 857 20 235
Of which restricted cash: 75 75 20

The restricted cash relates to bank warranties provided to the lessors of office buildings which are leased

by the Group.

31.2 Nonwcash transactions

In the consolidated statement of cash flows as at 31 December 2017, the rollover investments from previous
shareholders are presented in net in cash flow from financing activities and cash flow from investing activities,
given that the transactions did not generate any cosh movement. Subsequent conversion of those rollover
investments into shares of the company also did not generate any cash movements within the cash flows from
financing activities and therefore they are also presented in net in the consolidated statement of cash flows.
The total amount of share contribution of 2017 amounts to €6 million (see note 25 on issued share capital

and share premium).

31.3 Changes in liabilities arising from financing activities

A reconciliation is prepared of changes in liabitities arising from financing activities in note 21.5, including
both cash and non-cash changes. liabilities arising from financing activities are those for which cash flows
were, or future cash flows will be, classified in the Group’s consolidated statement of cash flows as cash flows

from financing activities.

32 Operating leases
See accounting policies in note 4.7.

The Group leases a number of offices and company cars under operating leases. The company caor leases
typically run over a period of 3-5 years and some have an option to renew for 1 year. The Group is not likely

to renew these contracts. The office leases typically run over a period of 5-10 years and have an option to
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33.1

renew the contract. The Group occasionally exercises the option to renew these lease contracts, depending on

the location and the capacities of the leased offices o facilitate the growing workforce.
The Group does not sub-lease any of its leased properties,

The future minimum lease payments under non-cancellable leases were payable as follows:

Fuure nggregate minimum lease peyments under the operating lease agreements

Payment period 31/12/2018 31/12/2017
EUR '000 EUR 'CcC0

Not later than one year 5 488 4 487

Later than one year and not later than 5 years 10 115 8872

More than 5 years 555 2 429

156158 15788

Total

The amounts recognized in profit or loss relating to non-cancellable operoting leases were as follows:

Operational fease arrangements

Expenses in the yearrecognized relating to operating leases 31/12/2018 31/12/2017

EUR 000 EUR "000

Related to office and fadilities 2366 1913
Related to vehidles 2951 2793
5317 4706

Total

IFRS 16 has not been early edopted. Reference is made to disclosure note 2 for the impact assessment of
IFRS 16 on the financial information presented for the period ending 31 December 2018,

33 Financial instruments

See accounting policies in note 4.17.

Categories of financial instruments

The following tables show the carrying amounts and fair values of financial assets and financial liabilities,
including their levels in the fair value hierarchy. The fair value of financial assets and financial liabilities for
which the carrying amount is a reasonable approximation of the fair value, the fair value is assessed equal
to the carrying valve of these financial ossets and financial liobilities. This is typically the case for current,

non-interest-bearing financial assets and financial liabilities.
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Fair value hierarchy levels 1 to 3 are kased on the degree fo which the fair value is observable:

- Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets

for identical assets or liabilities

- level 2 fair valve measurements are those derived from inputs other than quoted prices included

within level 1 that are observable for the asset or liability, either directly {i.e. as prices) or indirectly

{i.e. derived from prices)

- Level 3 fair value measurements are those derived from valuation techniques that include inputs for

the asset or liability that are not based on observable market data (unobservable inputs)

Summary of financial instruments as at 31

Summory of fisondal instruments

December 2018:

31 December 2018

Presented n thoysand's of evro

Finangicl assets mensured ot foir value

Intesrest rate swaps used for hedging

Held for trading dervetives that are not
designed in hedge occounting relationships

Other forword exchange contracts

Finoncicl assets not mensured ot fair value

Finance lease recevables

Loans te key maunagement personnef
Short term loans 1o related parties
Trade and other receivables [gross)

Cash and bank balances

Finonciol livhilities meosured of fair value

Held for trading derivatives that are net
designed in hedge cccounting relationships

Financiel Hobilities net measured of fair value

Secured bonk loens
Secured Bonds

Loons from related parhes
Financiol lease labitlties

Trade and other poyables

Notes

21.2

212

21.2

20
20
20
19
31

21
21
21
23
24

Carrying amount Fair value
v:l:: . M andato At
Hedging ry at amortized TOTAL Level 1 Level 2 Level 3 TOTAL
. FVTPL -
instrumen cost
ts others
106 - - 106 - 106 - 106
10 - - 10 10 - 19
- 186 - 186 - 186 - 186
116 186 - 302 - 302 - 302
- - 1796 17946 - 1704 - 1 704
- - 25 95 - Q0 - 90
- - 805 805 - 805 - B80S
- - 59 @35 59 935 - 59935 - 59 935
- 20 403 20 403 - 20 403 - 20 403
. - 83 034 83 034 - 82 937 - £2 937
{41} - - 41 - (41) - {41)
{41) - - a1 - 1} - (41)
. . {146 958) (146 958) - {143 289) - (143 289)
- - 72 257) 72 251) - (67 438) - (67 438)
- - {1 539) (1 539) - (1 487) - (1 487)
- - (81669 (Bl 669) - (81669 (81 669)
- - (302417) (302417) - {293 883) - {293 883)
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Summary of financial instruments as at 31 December 2017:

Summery of finanaol mstruments

31 December 2017

Presented in thoysands of euro

Finonciel sssets measured ot fair velue

Interest rate swaps used for hedging

Held for treding derivatives that are not

designed in hedge azcounting relatienships

Other forward exchange contracts

Financial ossets not measured of fair value

Finanee lease recewvables

Loans to key management persannel
Short term loans to reloted parties
Trade and other recewvables {gross)

Cash and bark balances

Financiel lichilities measured ot foir value

Held for troding dervatives that are not
designed in hedge accounting relatienships.

Finencicl Hobilities not measured ot fair value

Secured bank loans
Secured Bonds

Loans from related parties
Finanaal e ase liabitlines

Trade ond other poyables

Notes

21.2

21.2

212

20
20
20
19
31

21.2

21
21
21
23
24

“Fair

Canying eamount

valie - M andato At
Hedging F\:‘g{;:.- amartized TOTAL
Instrumen cost
ts Ao!hcrs

16 - - 16

19 - - 19

35 - - 35

- - 889 839

- - 112 112

- - 2 488 2 488

- - 57 395 57 395

- - 23 857 23 857

- - 84 741 B4 741

(215) - - (215)
(215) - - {215)

- - {130 820) {130 820)

- - (89 555) {89 555)

- - {3 294) {3 254)

- - {72 495) {72 495)

- - (296 164) {296 144)

Fair value
Levef 1 Level 2 Level 3 TOTAL

146 - 16
19 - 19
- 35 - 35
864 - 864
106 - 106
2 488 - 2488
57 395 - 57 395
23 857 - 23 857
- 84710 - 84 710
{215) - (2135)
- (215) - (215)
(130 820} - {130 820)
- (85378) - {85 378)
- {3151) - (3 151)
(72 495) - 72495)
- (291 8435) - {2191 845)

106



Summary of financial instruments as ot 1 January 2017:

Summary of finonaa! instruments

1 Jonuary 2017

Presented i theusond's of evro

Financial assets not measured at fair velue

Finance lecse receivables

locns 1o key management persennel
Short term lodhs to related parties
Trade and other recevables {gross)

Cash and bonk balances

Financial lisbilities measured ot fair value

Held for trading dervatives that are not

designed in hedge accounting relationships

Financial lighilibes not measured a? fuir valve

Secred bank loans
Secured Bonds

Loans from related parhies
Finanauol leose libitlhes

Trade and other poyables

Notes

20
20
20
19
3

21.2

21
21
21
23
24

Canrying armount Fair value
v:l:l:- ™ “"di‘;t" At
Hedging e amortized TOTAL Leve| 1 Level 2 Level 3 TOTAL
tnstramen  F U PL- cost
others
ts‘ sae wwm owe o oam e - P B
- - 204 204 - 198 - 198
- - 122 122 - s - 115
- - 2010 2010 - 2010 - 2010
- - 48 194 48 194 - 48 194 - 48 194
- - 20 235 20 235 20 235 - 20 235
- - To 745 Fo 765 - 70732 - Fo 752
(215} - - (215) - (215) - {215)
{215) - - (215) - {215} - {215)
- - (119 517) (19517} - (119 317) - {119 517)
- - (B5 365) {85 3465) - (80 974) - (BO 974)
- - (1 462) {1 462) - (1394) - (1 394)
- - (62 750) {62 750) - [62750) - (62 750}
- - (269 094) (269 094) - (264 635) - {264 4335)



33.2 Measurement of fair values

The following table show the valuation techniques used in measuring Level 2 and Level 3 fair values for

financial instruments measured at fair value in the statement of financial position, as well as the significant

inputs used.

Measurement of {oir values

FINANCIAL INSTRUMENTS MEASURED AT FAIR VALUE

FINANCIAL INSTRUMENTS NOT MEASURED AT FAIR VALVE

Finandal
assets/Financal

liahilities

Intere st rate swoaps
uvsed for hedging (note
21.2}

Held for trading
derivalives that are not
designed in hedge
accounting
relotionships and other
forward exchange
contracts {note 21.2)

Finance lease
receivables and
payahles, secured
bank loans and leng
term Jeans from related
panties including toans
to key managemeni
personnel (note 21,
note 22 and note 23)

Trade and other
receivables (gross),
short term loans to
related parties, cash
and bank balances and
trade and other
payables (note 19,
nate 20, note 31 and
note 24)

Secured bonds (note
21)

Valuation technique(s) and key input{s}

Swap models The fair value s coleulated as the present value of
the estimated future cash flows. Estimates of future floating-rate
cash flows are based on quoted swap rotes, futures prices ond
interbank borrowing rates Estimated cash flows are discounted
wsing a yield curve constructed from similar sources and which
reflects the relevant benchmark interbank rate used by market
participonts for this purpose when pricing intrest rate swaps The
fair value estimate 1s subject to o credit risk adjustment that reflects
the credit risk of the Group and of the counterparty; this s
cdleulated based en credit spreads derved from current credee

default swap or bond prices

Forword pricing  The fair value 15 determined using quoted
forward exchonge rotes of the reporting dute and present value
calculations bosed on high credit quality yiekl curves in the

respective currencies.

Discounted cosh flows The valuahon model cohsiders the present
value of expected payments, discounted using o risk-adusted

discount rate

Given the nature of these financial instruments, the Group assesses
that the carrying amounts are a reasonable approximation of the

fair values,

Quoted market price- The fair value of the secured bonds is
directly derived from the quoted prices (unadwsted) m active
markets of the band with ISIN NO001081418%

Significant
vhobservable
inputs

Not opplicable

Neot applicable

Not applicable

Not appliceble

Net applicable
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inter-
relatienship
between
sighificant
unobservable
inputs and
fair valve
megsurement

Not applicable

Not applicable

Not applicable

Not applicable

Not applcable



34.1

34 Financial risk management

The Group is exposed fo a variety of risks and uncertainties which may have a financial impact on the
Group and which also impact the achievement of social, economic and environmental objectives. These risks
include strategic, business, commercial, operational and financial risks and are further categorized into risks
areas to facilitate consolidated risk reporting across the Group.

The Group’s corporate Treasury function provides services to the business, co-ordinates access to domestic
and international financial markets, monitors and manages the financial risks relating to the operations of
the Group. The Group’s activities expose it primarily to the financial risks of changes in foreign currency
exchange rates and interest rates. The Group does not enter into or trade financial instruments, including

derivative financial instruments, for speculative purposes.

The Group has exposure to the following risks arising from financial instruments:
- Market risk (see note 34.1)
- Credit risk {see note 34.2)
- Lliguidity risk {see note 34.3)

- Capital risk [see note 34.4)

Market risk management

Market risk is the risk that changes in market prices (primarily foreign exchange rates and inferest ratesj will
affect the Group's income or the value of its holdings of financial instruments. The objective of market risk
management is to manage and control market risk exposures within acceptoble parometers, whilst
optimizing the return.

The group enters into a variety of derivative finoncial instruments to manage its exposure to foreign

currency risk and interest risk including:

- Forward foreign exchange contracts to hedge the exchange rate risk arising on the purchase of IT
equipment, licences and back-to-back maintenance contracts in USD, with outgoing invoicing
primarily in the group functional currency and SEK.

- Interest rate swaps to mitigate the risk of rising interest rates

- Cross currency swaps to better align debt structure with foreign exchange operational cash flows

34.1.1 Foreign currency risk management

a. Exposure to currency risk

The Group principally purchases IT hardware and licenses which are typically priced in US dollars.

A proportion of the Group’s costs, mainly payroll expenses, are incurred in the entity’s local currencies.
Accordingly, the Group’s financial results may be affected by exchange rate fluctuations between the US
dollar and the domestic local currencies. The Group purchases forward dollars to manage its foreign

currency risks.
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The group does not apply hedge accounting as set out in Note 4.21 and the Group does not hedge its
estimated foreign currency exposure in respect of forecast sales and purchases over the following 12
months in foreign currency. However, prior to the refinancing transaction, the Group had third party secured
bank loans in SEK and GBP to create a natural hedge between the operational cash flow from legal entities
denominated in SEK and GBP and interest and capital repayments on the SEK and GBP secured bank loans.

In the refinancing transaction which took place on the 6™ of February 2018, the existing bank loans at that
time were refinanced by a EUR denominated secured bond. To align debt structure and interest payments
with foreign exchange operational cash flows, the company entered into a cross currency swap EUR — SEK
and EUR-GBP for a portion of the bond debt. Other than the cross-currency swap transaction, there has
been no change to the Group’s exposure to market risks or the manner in which these risks are managed
and measured during 2018.

The fair value of the cress-currency swap per 31 December 2018 amounts to €186 thousand (2017 nil),
see note 21.2, other forward exchange contracts.

The group’s exposure to foreign currency risk at the end of the reporting peried is as follows:

Exposure to foreign urrency risk

Usp [#1, €. 4 NOK SEK GBP CNY
31 December 2018 ‘000 ‘000 ‘000 ‘000 ‘000 000
Trade ond other receivables 19 147 44 619 18 135 74 700 6 166 503
Borrowings third party (incuding leases) {873) - - (2 606) (233) -
Trade ond other payables {33 518) (17 965) (10 003) (120 904) (7 455) [655)
Net statement of financial position exposure {15 244) 26 654 8132 (48 310) (1 522} {152)
31 December 2017
Trade ond other receivables 13 140 26 381 11 420 78 554 6754 141
Barrowings third party (incuding leases) (1902) - - (464 054) (12 770) -
Loans with reicied parties - - - - {18 850) -
Trode and other poyables {30 239) (2179} (640) {114 829) {2 146) {1207)
Net statement of financial position exposure {19 001) 24 202 10780 (500 329) {34 012) {1 066&)
1 Jenvary 2017
Trade and ather receivables 4713 24 623 14 435 83 734 - -
Borrowings third party [including le ases) - - - (468 578) {12 784) -
Loans with related parties - - - - {16 479) -
Trade and other payables (25 442) (3 425) (@ 529) (37 449) {6 357) -
Net statement of financial position exposure {20 729} 21 i98 4 906 {422 2912) {35 &614) -

b. Sensitivity analysis
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The Group undertakes transactions denominated in foreign currencies and consequently, exposures to
exchange rate fluctuations arise. A reasonably possible strengthening {weakening) of the USD, SEK and
GBP against EUR at the presented balance sheet dotes would have affected the measurement of financial
instruments denominated in a foreign currency ond affected equity and profit or loss by the amounts shown
below. This analysis assumes that all other variables, in particular interest rates, remain constant and ignores
any impact of forecast sales and purchases. The Group expects that the effect of changes of other

currencies would not have a material impact on the equity and profit or loss.

The analysis includes only outstanding foreign currency denominated monetary items, as disclosed in note
34.1.1q, and adjusts their translation at the year-end for a percentage of change in foreign currency rates,

calculated as the max spread in exchange rate against the euro during the reporting period.

A positive number below indicates an increase in profit or in other equity.

Sensitivity analysis of firandal instruments in foreign werency of balance sheet date

Profit or Loss Equity
E Strenghtening Weakening Strenghtemng Weakening
Presented n thousands of evro ‘
31 December 2018 ‘
UsSD [(9,9% movement] (986) 286 (986} 286
SEK (87% movement) I 28 (28) (413) 413
GBP (4,9% movement) . (115) 115 82) 82
i (1 072) 1072 (1 481) 1481
31 December 2017
UsD {13,9% movement) , {1650) 1650 {1 650) 1650
SEX [6,0% movement] ’ 49 (49) [3 034) 3034
GBP {10,3% movement) [166) 166 (3 925) 3925
(1 767) 1767 (8 609) B 609
1 Junyary 2017
USD (10,4% movement] {1539) 1539
SEK {B,6% movement) (3 820) 3820
GBP (19,1% movement) (7 267) 7 967
(13 326) 13 326

The Group’s sensitivity to foreign currency has decreased during the current year mainly due to the
refinancing transaction which tock place on the &™ of February 2018, in which all GBP and SEK
denominated secured bank loons were repaid and replaced by a EUR denominated secured bond (see note
21.1). However, given that the group does not hedge its operational cash flow projections in foreign
currencies and the SEK and GBF denominated loans in the past formed a natural cash-flow hedge, the
Group entered into a cross currency swap EUR - SEK and EUR - GBP for a portion of the bond debt as set

out above.



Caution has to be applied when interpreting the above schedule as the sensitivity anclysis is based on the
year-end exposure and is not per definition representafive for the exposure during the finoncial years
presented.

¢. Foreign exchange forward coniracts

The group enters into Forward foreign exchange contracts to hedge the exchange rate risk arising on the
purchase of IT equipment, licences and back-te-back maintenance contracts in USD, with outgoing inveicing
primarily in the group functional currency, SEK, GBP and also USD. The Group only hedges transactions in
foreign currency which are certain to take place {i.e. when the sales order is placed) ond does not enter into
foreign exchange forward contracts to manage the foreign currency risk associated with budgeted sales
and purchase transactions.

The Group closely monitors the effectiveness of the transactional hedges by monthly comparing (un}realized
foreign exchange effect on the accounts receivable and accounts payable balances in fereign currency and
the (un)realized foreign exchange effect on the forward contracts closed to mitigate the foreign exchange
risk.

The main sources of hedge ineffectiveness relate to the deviation of expected timing of cash in/cutfiows

compared to the actual timing of cash in/outflows in foreign currency.

The following tables detail the foreign currency forward contracts outstanding at the end of each reporting
years, as well as information regarding their related hedged items. Foreign currency forward contract assets
and liabilities are presented in the line held for trading derivatives in note 21.2 relating to line items other
financial assets and other financial liabilities in the consolidated statement of financial position. To align
debt structure and interest payments with foreign exchange operational cash flows, the company entered
into a cross currency swap EUR - SEK and EUR - GBP for a portion of the bond debt. The cross-currency
interest rate swap is included in the below table as contract type “XCCY IRS".
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FX forward contract commitments 31/12/2018

Counterpant Amount as per 31 December 2018 Contract type Maturity
EUR usp SEK DKK NOK GBP
'G0o ‘000 '000 ‘000G '0Q0 ‘000

Buy
Financial institution 775 7 494 10 000 - - - Flot Forward Jan 2019
Financial institution 250 B 412 - - - - Flat Forward Feb 2019
Financial institution - - 5759 - - 256 XCCY RS Feb 201¢
Financial institution - 1864 - - - - Flat Forward Mar 2019
Financial institution - - 5571 - - 25v XCCY RS Apr 2019
Financial institution 183 - - - - - Flat Forward May 2019
Financial institution 182 - - - - - Flat Forward Aug 2019
Financial institution - - 5759 - - 256 XCCY RS Aug 2019
Financial institution 180 - - - - - Flat Forword Nev 2019
Financial institution - 5759 - - 256 XCCY RS Nev 2019

Total Expasure “1s70 17770 32848 - - 1019

Sell
Financial institution (3 978) (110) (31721} (3 482) {6 677) - Flat Forward Jon 2019
Financial institution {2 680) {219) {39 412) (5 641} {1563) - Flat Ferward Feb 2019
Financial institution {752) - - - - - XCCY RS Feb 2019
Financial institution {724) - (? 093) (127} - - Flat Ferward Mar 2019
Financial institution (727) - - - - - XCCY RS Apr 2019
Financial institution - {219]) - - - - Flat Ferward May 2019
Financicd institution - {219) - - - - Flat Forward Aug 2019
Financial institution (752) - - - - - XCCY RS Aug 2019
Financial institution - {219) - - - - Flat Forward Nov 2019
Financial institution {752) - - - - - XCCY RS MNov 2019

Total Exposure {10 366) (985) (80227) (9250}  (8241) -
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FX forwerd contred commitments 31/12/2017

Counterpart Amount as per 31 December 2017 Contract type  Maturity
EUR usp SEK DKK NOK GBP
'000 '000 ‘000 '000 ‘000 '000 )

Buy
Financial institution 20 10 876 19 168 7034 - - Flat Forward Jan 2018
Financial institution 241 9 275 18 793 - 1103 - Flat Forward Feb 2018
Financial institution - 618 25 544 4376 - - Flat Forward Mar 2018
Financial institution - 444 - - - - Flat Forward Apr 2018
Financial institution - 219 - - - - Flat Forward Jun 2018
Financial institution - 219 - - - - Flat Forward Aug 2018
Financial institution - 419 - - - - Flat Forward Nov 2018
Financial institution - 219 - - - - Flat Forward Feb 2019
Financiol institution - 219 - - - - Flat Forward May 2019
Financial institution - 219 - - - - Flat Forward Aug 2019
Financial institution - 419 - - - - Flat Forward Dec 2019

Totul Exposure 261 23 146 63 505 11 410 1103 -

Sell
Financial institution (2 250) {3 284 {38 403) (15 234} (4 963) - Flat Forward Jan 2018
Financial institution {1229 [2409) (58 435) {5152} {1521) - Flat Forward Feb 2018
Financial institution (42} (3791} (309) (3 595) - - Flat Forward Mar 2018
Financial institution - - - (2 755} - - Flat Forward Apr 2018
Financial institution {183) - - - - - Flat Forward Jun 2018
Financial institution (182) - - - - - Flat Forward Aug 2018
Financial institution {181) - - - - (150) Flat Ferward Nov 2018
Financual institution {180) - - - - - Flat Forward Feb 2019
Financial institution (179) - - - - - Flat Forward May 2019
Financial institution (178) - - - - - Flat Forward Aug 2019
Financial institution [176) - - - - (149)  Flat Forward Dec 2019

Totul Exposure &—48—6) (9 484) (97 147) {26 736; “"“("6"";;”4")" “"""“"“(;“9”;)“

34.1.2 Interest rate risk management

a. Exposvre to inferest rate risk

The Group has financial liabilities which are exposed to interest rate risk because entities in the Group
borrow funds at both fixed and floating interest rates. Changes in interest rates impact primarily loans and
borrowings by changing either their fair value (fixed rate debt) or their future cash flows {variable rate
debt). Interest on financial instruments classified as floating rate is re-priced ot intervals of less than one
year. Interest on financial instruments classified as fixed rate is fixed until the matutity of the instrument. The
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risk is managed by the Group by maintaining an appropriate mix between fixed and floating rate

borrowings, and by the use of interest rate swap contracts and forward interest rate contracts.

The Group's exposure to interest rates on financial assets and financial liobilities are detailed in note 21.

b. iInterest rate sensitivity analysis

The group has financing instruments which are priced ot floating interest rates for the outstanding secured
bond foans as per 31 December 2018, as well as for the secured bank loans outstanding as per 1 January
2017 and 31 December 2017. Reference is made to the summary of borrowing terms and conditions as

presented in note 21.1

To cover for this risk, the Group has entered into an interest rate cap agreement. Reference is made fo note

21.2 on the terms and conditions of the Interest rate caps.

A potential change of 100 bp in EURIBOR, LIBOR and STIBOR for the floating interest loans in the different
currencies held by the Group during 2017 and 2018 would results in the following profit or loss and Equity,

net of tax effect:

Interest rate sensitivity analysis

Profit or loss Eguity, net of tox

31/12/2018 31/12/2017 3i/12/20:8 31/12/2017

EUR ‘000 EUR "000 EUR 'C0OO EUR '000
Varigkle interest rate instruments 791 {653) (791) (653)
Interest rate caps 169 - 169 -
Cash flow sensitivity (net) (622) (653) (622) (6453)

In making this analysis, the Group did not present a change to the fair value of the interest rote caps
applicable, when the assumed EURIBOR, LIBOR, STIBOR +1% does not exceed the strikes defined in the
respective interest rate cap contracts (for instance, if the STIBORSM +1% equals 0,63% and the strike of the
relating interest rate cap is defined in the contract as Q,85% the Group would not show an increase in the
fair value of the financial instrument in the above analysis). This presentation is more conservative as it shows
o gloomier scenario, given that fair value of the interest rate caps would slightly increase when closing in on

the strike rate.

The Group does not have any equity securities at fair value through other comprehensive income and does
not have an equity price risk on listed equity investments. As such, the equity impact in the analysis equals the

effect on profit or joss.

c. lInferest rate swap conlracis

Reference is made to note 21.2 (i) for a description of the interest rate swap contracts. Both the GBP as the

SEK cross currency interest rate swaps are based on the interest rate paid on the bond and are fixed.

In the EUR - GBP Cross Currency Interest Rate swap, the Group has swapped €16 million into GBP 14 million
with a fixed exchange rate on maturity. In the contract, the Group has agreed to receive 5,50% fixed
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interest rate remuneration on its euro deposit and therefore it has to pay a fixed interest rate of 7,21% on
its GBP receipt.

In the EUR - SEK Cross Currency Interest Rate swap, the Group has swapped €37.5 million into SEK 382
million with a fixed exchange rate on maturity. In the contract, the Group has agreed to receive 5,50 %
fixed interest rate remuneration on its euro deposit and therefor it has to pay a fixed interest rate of 5,91

% on its SEK receipt.

34.2 Credit risk management

Note 34.2.2 details the Group’s maximum exposure to credit risk and the measurement bases used to

determine expected credit losses.

Credit risk arises from debtors’ inability to make payment of their obligations to the Group as they become
due {without taking into account the fair value of any guarantee or pledged assets); and by non-
compliance by the counterparties in transactions in cash, which is limited, to balances deposited in banks and
accounts receivable at the balance sheets date. To manage this risk, the Group deposits its surplus funds in
highly-rated financial institutions, establishes conservative credit policies and constantly evaluates the
conditicns of the market in which it conducts its activities. Consequently, the Group does not expect to incur

significant losses on account of credit risk.

Credit risk concentrations exist when changes in economic, industrial or geographic factors take place,
affecting in the same manner the Group's counterparties whose added risk exposure is significant to the

Group’s total credit exposure.

Trade receivables consist of a large number of customers, spread across diverse industries and
geographical areas. Concentration of credit risk related to the largest customer of the group did not
exceed 10% of gross monetary assets at any time during the year. Concentration of credit risk o any other
counterparty did not exceed 10% of gross monetary assets at any time during the year. The concentration
of credit risk is very limited due to the fact that the customer base is large and unrelated.

34.2.1 Collateral held as security and other credit enhancements

The group does not held any collaterai or other credit enhancements to caver its credit risks associated with

its financial assets.
34.2.2 Overview of the Group's expasure to credit risk

The carrying amounts of financial assets ond contract assets represent the maximum credit exposure.

116



Summary of financol ussets

Notes 31/12/2018 31/12/2017 1/01/2617
Gross Impair Net value Gross Impair Net value Gross Impair Net value
value ment value ment value ment
Presented in thousands of eure
Financial assets measured at fuir value
interest rate swaps used for hedging (i) 21.2 106 - 106 14 - 14 - - -
Held for troding derivohves thet ore nes
N 21.2 10 - 10 19 - 19 - -
designed in hedge accounting relationships (i}
Other forward exdhonge contracts [i) 21.2 186 1846 - - - -
302 - 302 35 - 35 - - -
Finencial ossets not measured ot fair value
Finance lease recenables {ii) 20 1796 - 1796 839 - 889 204 - 204
loans to key management persennel i} 20 l 95 - 95 112 - 112 122 - 122
Short term loans o related parties (i} 20 l 805 - 805 2 488 - 2 488 2010 - 2010
Trade and other receivables [iv) 19 { 59 935  (471) 59 464 57 395  (219) 57176 48 194 (217) 47 977
Cash and bank balances (1) 31 l 20 403 - 20 403 23 857 - 23 857 20 235 - 20 235
83771 (471) 82 5463 84 741 (219) 84 522 70745 (217) 70 548
Tatal 84 073 (471) 82 B6S 84776 (N9) 84 557 FO 765 (237) 70 548

(i} Cash and bank balances and derivative financial instruments:

The credit risk on liquid funds and derivative financial instruments is limited becouse the counterparties are
banks with high credit-ratings assigned by international credit-rating agencies.

{ii} Finance lease receivables mainly relate to receivables towards 1 customer. There have never been any
issues with collection of these receivables and given that the customer is governmental in nature, the Group

does not expect any credit losses on the receivable going forward

{iii) Loans to management and related parties relate to an immaoterial amount of loans granted to
management personnel and a current account with SL Holdco B.V. The Group assesses that the receivable
does not need to be credit impaired.

(iv) Trade and other receivables:

For trade and other receivables, the Group has applied the simplified approach in IFRS ¢ to measure the
loss allowance at lifetime ECL. The Group determines the expected credit losses on these items by using o
provision matrix, estimated based on historical credit loss experience based on the past due status of the
debtors, adjusted as appropriate to reflect current conditions and estimates of future economic conditions.
Accordingly, the credit risk profile of these assets is presented based on their past due status in terms of the
provision matrix. Note 19 includes further details on the loss allowance for trade receivables.

In general, the group hos o very healthy receivable aging client portfolie and very limited actual write-offs
of accounts receivables occurred in the past. For 2018, the amount of actual write-off due to payment
default amounted to €6 thousand (2017: €22 thousand). Given the very strong track record in collecting
payments and the very immaterial amount of actual credit losses incurred, no provision has been set up,
based on the expected credit loss method. Material overdue balances ot period end are reviewed on a

case-by-case basis and if non-payment is more than probable, a bad debt allowance is accounted for.

The additional credit loss allowance as at 31 December 2018 compared to 31 December 2017 solely
relates to the individual assessment of overdue customers. For a summary of customers overdue not impaired

at pericd end, reference is made to note 19.

117



34.3 Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the board of directors, which has established
an appropriate liquidity risk management framework for the management of the Group’s sort, medium and
long-term funding and liquidity monagement requirements. The group manages liquidity risk by maintaining
adequate reserves, banking facilities and reserve borrowing facilities, by continuously monitoring forecast
and actual cash flows, and by matching the maturity profiles of financial assets and liabilities. Detalls of the
additional undrawn facilities that the Group has at its disposal to further reduce liquidity risk are set out in
section 34.3.2 of this note.

34.3.1 Exposure to liquidity risk

The table below analyses the Group's financial liabilities into relevant maturity groupings based on their
contractual maturities. In this table, the remaining contractual maturities of financial liabilities at the
respective reporting dates are included. The amounts are gross and undiscounted and include contractua!
interest payments. The expected cash in- and outflows relating to derivative financial instruments is included
in note 34.1.1c.
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Liguidity risk

31 December 2018

MNon interest bearing

Trade and other poyables

Interest bearing
Other loans
Loans from related parties {i)
Finance lease habilities
Secured bond (ii]

Total

31 December 2617

Non interest bearing

Trade and other payables

interest bearing
Other loans
Loans from related parties (i)
Finance lewvse liabiliies
Secured bank loans {ii)

Total Exposure

1 Janvary 2017

Non interest bearing

Trade and other poyables

Interest bearing
Other loans
loons fram related parties (i)
Finchce legse liabilities

Secured bonk loans {ii)

Total Exposure

Expeded cash outflows

:

269 193

(122 433)

(i} The shareholder loans are interest bearing and interest is capitalized. Shareholder loans are

Comryi Less th 3 month | ot
maoan N
arrying eashan i 1.5years 5+ years : Expeded
value 3 months  to 1 year !
; { © cash flow
{ f ’
Powe enom e s ; § bt as o sem wesmn Gt s e ora o ek PR e onsacnan  same i v s
* EUR'000 | EUR'O0O EUR '000 EUR '000 EUR '000  EUR '000
; :
’ 81 669 1 (81 323) {346) - - (81 669)
'
! 63 {9) @) (57) - {73)
72251 | - - . (92213} § (92213)
: .
1539 i (223) (926) [407) - (1556)
146 958 {2 063) {6188} (176 125) - i (184 376)
302480 ; (83 618) 7 467) (176 589) (92213) @ (359 887)
72 495 (72 149} (173) (173) - i [72 495)
‘ 352 (72) (217) (83) - (372)
89 555 - - - (114 297) (114 297)
3294 ° (521) (1563) (1 476) - (3 560)
130 820 {35 796) {7 233) (113 955) - (156 984)
296 516 (108 538) (9 185) (115687) (114 297) | (347 708)
b 62750 (62 750) - - - . (62750)
99 25) (74) - - {29}
85 365 - - - {10B 950) : (108 950)
1462 (129 {387) {1 146) - (1662)
© N9517 + (20133) (6781 (121 287) - @ (148 200)
(83 037) 7 242) {108 950) . {321 662

subordinated to the secured loans and can only be repaid when the secured loans are paid back. The

capitalized interest will not lead to o cash out in the coming five years and as such, the Group has

presented no interest cashflow during the first 5 years. The amount repaid in >5years include undiscounted

cash flows of the nominal amount of the carrying value and 5 years of capitalized interest.
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(ii) The amount of expected cash outflows 1-5years included for the secured bond in the above schedule
relates to interest payments prior to the maturity date of €26 125 thousand and €150 Q00 thousand
relating to the repayment of the principal amount of the secured bond loan. The moturity date of the bond
is February &™, 2023. The interest payments for this variable interest rate bond reflects market forward

interest rates at the reporting date and these amounts may change as market interest rate changes.

{iil) The amount of expected cash outflows relating o the secured bank loans has net been adapted to the
refinancing transaction. The amounts presented are based on the expected cash outflows in case the
refinancing transaction did not occur to maintain comparability yeor over year of the future expected cash
outflows and the impact that the refinancing transaction has had on the liquidity of the Group. By
refinancing the existing bank debt prior to February 6%, 2018, the Group has managed to significantly
decrease the liquidity risk and increased financial flexibility by effectively repaying all short-term loans
received from credit facilities and replacing those loans with a secured bond maturing on February 6™,
2023.

34.3.2 Financing facifities
The table below summarizes the additional undrawn credit facilities at the disposal of the Group to further

reduce liquidity risk:

Unused finondng fodlities

312/2018 311272007 1/01/2017

EUR "000D EUR '000 EUR '000
Revolving credt facility 12 000 1000 -
Andillary facility 8 000 - -
Total 20 000 1 000 -

Together with the refinancing transaction of existing bank leans, the Group entered into a super senior
revolving credit facility for an amount of €20 000 thousand. During 2018, €8 000 thousand of the
revolving credit facility has been replaced by an ancillary facility. At 31 December 2018, cash and bank
balances amounted to €20 403 thousand and no amount was used from the financing facilities.

34.4 Capital risk management

The Group believes that the monitoring of capital is relevant to the understanding of the Group's financial
performance. The Group menitors capital using a ratio of ‘adjusted equity’ to total equity and liabilities (as
shown in the statement of financial position). Adjusted equity comprises all components of equity and

includes leans from related parties.

The Group seeks to maintain a healthy balance between the higher returns that might be possible with
higher levels of borrowings and the advantages ond security offered by a sound capital position.

The Group’s total equity and licbilities to adjusted equity ratio at 31 December 2018 was as follows:
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Total equity ord hobilities fo adjusted equity ratio

Equity
Add: loans from related parties

Total adiusted equity

Total Equity and liabilities

total equity and liabilities to adjusted equity ratio

31/12/2018 31/12/2017 1/01/2017
EUR '000 EUR '000 EUR ‘000
75051 95 364 102 949
72 251 89 555 B5 365
147 302 184 919 188 314
457 156 474 959 449 344
32% 39% 42%

On February 6™, 2018, the Group has successfully completed a bond placement of €150 million,

refinancing all existing bank loans prior to that date. The new financing has created additional financial

flexibility which enables the Group to implement the strategic five-year plan going forward which was the
main purpose of the refinancing transaction. On the downside, the total refinancing exercise has resulted in

a decrease of the total equity and liabilities to adjusted equity rafio. The new bond terms do not include

any financial covenants and contain no obligation to repay principal amounts before the maturity date in

2023. Reference is made to note 21.3 on covenants. The Group is not subject to any externally imposed

capital requirements.

35 Related-Party Transactions

35.1 Trading transactions

There were no trading transactions (sale of goods and purchase of goods) with related parties which are not

members of the Group.

35.2 Related parlies — amounts oulstanding

The following amounts were outstanding at the reporting date:

Releted parties - Amounts oufstending ot the reporting dote

Notes
31/12/2018
EUR ‘000
Loons with related porties (i) 211 -
Current oecounts with related parties 20,211 805
Lloans to key manggement personne| 20 95
Total 200

Receivable

31/12/2017 1/01/2017  3t/12/2018
EUR '000 EUR '000 EUR "000
- - 69 714
2 488 2010 2 540
112 122
72 251

2 600

2132
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Payable

31/12/2017
EUR 000

1/01/2017
EUR "000



(i) The loans with related parties are granted by the parent company SL Midco B.V. and are subordinated
loans without any securities granted or guarantees given by the Group in respect of these related porty
balances. The interest rates of the loans with related parties (shareholder loans) has been disclosed in note

21.1. The nature of these loans is primarily the funding of past business combinations.
The current accounts with related parties are primarily used to cover for net working capital needs.

No securities are granted or guarantees given by the Group for any of the related party loans listed in the
above overview. No provision has been made for doubtful debts in respect of the amounts owed by related

parties as disclosed in note 34.2.2.

35.3 Remuneration of key management persennel

The remuneration of directors {including both remuneration for services rendered os executive management
if applicakle, and as board member) and the group leadership team, who are the key management personnel
of the Group, is set out below in aggregate for each of the categories specified in |AS 24 Related party

disclosures.

Remuneration of key monagement personnel

Expenses recognized in the year 31/12/2018 31 rz2/2007

EUR "000 EUR '000
Short-term employee benefits 1477 749
Post-employment benefits 37 20
Total 1514 769

36 Evenis after the reporting period

On the 6th of February 2019, the company successfully listed it's 150 million euro senlor secured bond with
ISIN NOQO10814189 on the Oslo Bars, (the Oslo Exchange).

On the 2%9th of January 2019, Marco Barkmeijer has stepped back from his position as director of SL Bideo
B.V. and has been succeeded by Pieter Mesker.

On the 7th of May 2019, Orange S.A. signed an agreement to acquire all the shares of SL Bideo B.V. Orange
is making this acquisition as part of its Strategy to rapidly expond its presence in the Cybersecurity market.
This transaction will also provide access for Securelink to an expanded international customer base. The sale
of the shares of SL Bidco B.V. is expected to complete by the end of Q2, beginning of Q3 2019, after all
regulatory approvals have been obtained. An estimate of the financial effect of this transaction cannot be

made by management.

37 Approval of financial stalements

The board of directors confirm, to the best of their knowledge, that the consolidated finoncial statements for
the year ended 31 December 2018 have been prepared in accordance with IFRS as adopted by the EU,
and that the information gives a true and fair view of the Group's assets, liabilities, financial position and

122



results for the period. The board of directors also confirms that, to the best of their knowledge, the
presented information provides a true and fair overview of important events that have occurred during the
period and their impact on the financial statements, key risks and uncertainties that the Group is facing. The
financial statements were approved by the board of directors and authorised for issue on 10 May 2019.
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Company only financial statements of SL Bidco B.V. 2018

Compony only statement of profit or loss and other comprehensive income for the year ended 31 December 2018

Company only statement of profit or loss und other comprehensive income far the year ended 31 Decernber 2018

Notes 3t/12/2018 31/12/2017
EUR "000 EUR "000

Revenue 14 882 15 515
Reaw materials and consumables vsed (11 809) (13 501)
Employee benefits (516) {53)
Office and facilities {5) n
Trovel (180} (51}
Vehicles - (3}
Telecommunication and IT (659) (375}
Legal and accounting {1 150) {2 408}
Marketing [34) 14
Other income /{e xpense) (441) m
Amortization, depreciotion and impairment {(15%) (B6)
Finance cost {net) 13 (2 016) (4 0B5)
Profit / {loss) befare tax (9 087) {5 035)
Income tax 14 1 0B3 656
Share in result of investments in subsidiaries 5 {10 353) |7 457)
PROFIT / {LOSS) FOR THE YEAR (18 357) (11 836)
Other comprehensive income / {lass}, net of income tax
ftems that will not be reclassified subs equently 1o profit or loss, net of fax:
Remeasurement of defined benefit obligation 9.1 (17) 22
ftems that may be reclassified subsequently to profit or loss, net of tax:
Exchange differences on translating foreign operations 2.1 {1963} (1818
OTHER COMPREHENSIVE INCOME / (LOSS) FOR THE YEAR, NET OF (1 980) (1 794)
INCOME TAX
TOTAL COMPREHENSIVE INCOME / (LOSS) FOR THE YEAR (20 337) {13 630}
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Company only statement of finenciol position for the year ended 31 December 2018

Corapuny only statement of finendel position for the yeor ended 31 December 2018

ASSETS

Non-current Assets
Goodwill

Other intangible assets
Investments in subsidiaries

Cther financial assets

Cument Assets

Other fmancial assets

Trade and other receivables
Prepayments

Cash and bank balances

TOTAL ASSETS

Capital and reserves
Share capitai

Share premium
Other reserve

legal reserve

TOTAL EQUITY

Nen-cument liabilities

Borrowings

Cunent liabilities
Trade and other payables
Current tax liabilities

Borrowings

TOTAL LIABILITIES

TOTAL EQUITY AND LIABILITIES

Notes 31[12/201§ :1!/1‘21,12017
EUR "000 EUR '000

3 128 856 128 856
4 573 766
5 35 367 45123
6 74762 35121
239 558 209 B66

1082 213

- 4300 3623
548 395

8 - V37
5930 268
245488 216134

9 2 2
[+ 142 144 142 144
9 (66 139) (47 267)
9 (1124) 335
74 883 95 220

10 145 675 70090
145 675 70 090

12 3186 1600
143 -

10 21 601 49 224
24 930 50 824

170 605 120914

245 488 216 134




Notes to the company only financial statements

1 Corporate information

St Bidco B.V. (hereinafter the “Company”) is incorporated on 9 December 2015 as a Limited Company and
registered in The Netherlands with registered number 64720756. The Company has its registered office in
Amsterdam and its operational location is Trapezium 224, Sliedrecht, Netherlands.

The Company financial statements are part of the report on the annual accounts for the period ended
January 1, 2018 until December 37, 2018. SL Bidco B.V. cost mainly comprise of management and
headquarter activities of which part is recharged to other companies of the Group.

2  Significani accounting policies

The company only financial statements were prepared in accordance with the statutery provisions of Part @,
Book 2 of the Dutch Civil Code and the firm pronouncements of the 'Raad voor de Jaarverslaggeving'. The
Company uses the option provided in section 2:362 (8) of the Dutch Civil Code in that the principles for the
recognition and meosurement of assets and liabilities and determination of result (hereinafter referred to as
the significant accounting policies) of the company only financial statements are the same as those applied
for the consolidated financial statements. The consolidated financial statements are prepared according to
the standards set by the International Accounting Standards Board and adopted by the European Union
(referred to as EU-IFRS). Reference is made to note 4 of the consolidated financial statements for the

significant occounting policies which aiso apply to the company only financial statements.

Investments In group companies, over which control is exercised, are stated on the basis of the net asset
value (based on the saome significant accounting policies of the consolidated finoncial statements),

Subsidiaries with a negative net equity value are valued at nil. This likewise takes into account other long-
term interests that should effectively be considered as part of the net investment in the associated company.
tf the company fully or partly guarantees the liabilities of the associated company concerned, or has the
effective obligation respectively, to enable the associated company to pay its (share of the) liabilities, a
provision is formed. Upon determining this provision, provisions for doubtful debts already deducted from

receivables from the associated company are taken into account.

Where na significant influence is exercised, associated companies are valued at cost ond, if applicable, less

impairments in value.

Upeon initial recognition the receivables on and loans to associated companies and other receivables are
valued at fair value and then valued at amortized cost, which equals the face value, after deduction of any

provisions.

3 Goodwill

The changes of the cost and accumulated impairments of goodwill can be summarized as follows.
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Goodwill

EUR ‘000
Cost
At 1 Janvary 2018 128 856
Additional amounts recognized from business combinations occurring during the year -
Derecognized on disposal of a subsidiary -
Effect of foreign currency exchange differences -
At 31 December 2018 128 856
Accumulated impeirment losses
At 1 January 2018 -
At 31 December 2018 -
Carrying amount
At 1 January 2018 128 856
At 31 December 2018 128 856

Goodwill relates to the initial acquisition in 2015 of CGU's Belgium and The Netherlands by SL Bideo B.V.
Reference is made to note 12.2 of the consolidated financial statements for the carrying value of goodwill
per CGU.

4  Other intangible assets

Other intongihle nssets

Patents and Intemally
other tights generated Total
) sofware e
EUR ‘000 EUR 'C00O EUR "000

2018
Lost
Baldance at 1 January 2018 796 56 852
Additions T 2&3 - - 23
Disposals - {56) (56)
Effect of foreign currency exchange differences - - -
Balance at 31 December 2018 o _8u'l9 STl T 8_19
Ameortization
Balance at 1 January 2018 {86) - (B&)
Additiens (160) (160}
Disposals - - -
Effect of foreign currency exchange differences - - -
Balance at 31 December 2018 T 771;4}:)N o o (246)
Net Book value at 31 December 2018 573 - 573
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The internally generated software has been transferred to another group entity.

5 Investments in subsidiaries

Changes in the carrying value of investments in subsidiaries can be summarized as follows:

Investments in subsidiaries

EUR '000
At 1 January 2018 45123
Shere in result of investments in subsidiaries o (4 ;5:;
Associated company dividends (3 022)
Effect of foreign currency exchange differences {1 963)
Effect of remeasurement of defined benefit obligation {17)
At 31 December 2018 35 367

An overview of the information on principal subsidiary undertokings required under articles 2:379 of the
Dutch Civil Code is given in note 16 of the consolidated financial statements,

The difference between the share in result of investments in subsidiories of minus €4 754 thousand and the
and the share in result of investments in subsidiaries recorded in the company only statement of profit or loss
and other comprehensive income of minus €10 353 thousand omounts to €5 599 thousand relates to the
negative net equity value of the investment in associates, more specifically to the net equity value of the SL
Bidco UK Ltd. subconsalidation. The amount has been accounted for in minus of the related party receivable
from 5L Bidco UK Ltd.

Reference is made to the significant accounting policy relating to the valuation of investments in Group
companies described in note 2 of the compony only financial statements.

6 Other financial assets
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Dther financicl assets

Breckdown of other finondal assets

Derivatrve financial instruments (i)
Receivables on group entities (i}

Total other financial assets

hy Classification

Nen-current
Current

Total other financial assets

31/12/2018 31/12/2017
EUR "000 EUR 000

292 16

75551 37 217

75 843 37 233
74761 35120

1082 2113

75843 37 233

(i} The terms and conditions of the derivative financial instruments are disclosed in note 21.2 (ii) and (iii} of

the consolidated financial statements.

(i) Receivables on group entities are disclosed in note 11.1 of the company only financial statements.

7 Trade and other receivables

Trade und other receivables

VAT receivable

Accrued income

Total Trade and other receivables

31/12/2018 31/12/2017
EUR "G00 EUR "000
53 -
4247 3623
3623

All receivables and accrued income have a remaining duration of shorter than one year. These receivables

do not accrue interest. The fair value of the receivables reasonably approximates to the book value, due to

their short-term character
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8 Cash and bank balances

Cash and bank bolances

31/12/2018 31/12/2017 1/0t1/20%7
EUR '000 EUR '000 EUR ‘000
Bank balances 137 264
Total cash and bank balances - 137 364
Of which restricted cash: - - -
Cash balances are at fee disposal of the Company.
9  Equity
9.1 Changes in equity
The changes in equity can be summarized as follows:
Company only statement of chonpes in eguity for the yeor ended 31 December 2018
Legal Reserve fornan Legal
distnbutable resulis in ean
reLEIVES
. _subsidiaies
Equity-setied Foreign
Shore Capital Share employee Software cumency Olher ; TOTAL
Premurm kenefits eqapitulization transiation resarves :
reserve reserve '
. Lt e e e S e+ s i+ b ; PO
EUR 'Qo0 EUR "G00 £UR '000 EUR ‘000 EUR '0OD EUR ‘D00 EUR "00D0
Bulance at 31 December 2017 2 142 14;7 B 22 2 582 T (2 269) o ’fi? 26])7 5 o 779; 220
Profit / {loss) for the year - - - - - (18 357y - (18 357)
Other comprehensive mcome for the year, .
- - 7 - {1 963) 11 980]
net of income tox
Copttalzation seftware - - - e37 - (937}
Amaortizotion software - - - {414) - 416
Balance o 31 December 2018 2 142 144 5 3103 (4 232) (66 139) 74 883

Under the Dutch guidelines for financial reporting which apply to the Company only statement of financial
position, o legal reserve for non-distributable results of subsidiaries must be maintained as presented in the

above schedule.
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9.2 Share capital and share premium

Reference is made to note 25 of the consolidated financial statements.

9.3 Appropriation of result for the financial year 2018

Reference is made to note 11 of the consolidated financial statements.

10 Berrowings

Borrowings

31/12/2018 31/12/2017

EUR '000 EUR *000

Unsecured - at amortized cost
Loans due to related parties and participants (i) 20 294 53 999
Cther loons 2 -
o 20296 o AAAM;; 9;‘;
Secured - at omonized cost ST I
Bank loans (ii) 22 65 315
Bond (ii} 146 958 -
146 980 65 315
Total Bomrowings e 167 276 119 314
Current 21 601 49 224
Non-current 145 675 70 090
167 276 119 314

Total Borrowings

(i} Reference is made to note 11.1 of the company only financial statements for a summary of related party

balonces

(i} As of 31 December 2017, the secured borrowings balance corresponds to the to the outstanding part of
the syndicated loan of €54 500 thousand from 2015 with an outstanding balance of €50 945 thousand
(including accrued interest] and o syndicated CAPEX facility of GBP 12 450 thousand with a corresponding
valve of €14 370 thousand (including accrued interest), of which the terms and conditions are disclosed in

note 21.1 (v) of the consclidated financial statements.

As of 31 December 2018, the secured borrowings balance relates to the secured bond for an amount of
€149 980 thousand, of which the terms and conditions are disclosed in note 21.1 (vii) aond to the accrued
interest on the super senior revolving credit facility for an amount of €22 thousand of which the terms and
conditions are disclosed in note 21.1 {vii] of the consolidated financial statements. Reference is made to
note 21.3 and note 21.4 for the applicable covenants and securities that have been granted for the secured

loans.
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11.1

For more information on how the Group manages its financial risks, reference is made to note 34 of the

consolidated financial statements

11 Related party balances and transactions

Related party balances

The related parties are companies owned or controlled by the main shareholder of the parent company. The
Group had the following related-party balances and transactions during as per 31 December 2018 and
31 December 2017:

Related purty balances

QOther Financial ossets Borrowings

31/12/2018 31/12/2017 31/12/2018 31/12/2017
EUR '000 EUR '00C EUR '000 EUR '000

Loans from pertitipants
5L Holdings 5.ar.l - - - 21 21%
Loans with related porties
Seaurelink Bidco UK Ltd. 29 678 35104 - -
SL Acquisition BV, - - - 32788
SL Holdeo B.V. - 2113 - .
SLCS Systems AB 45 869 - - -
Securelink group services NV 4 - 20 294 -
Total 75 551 37 217 20 294 53 999

Remuneration of (former) directors of the Group

For an overview of the remuneration of directors charged to SL Bidco B.V. No distinction has been made
between remuneration of executive and non-executive directors, since this is reducible to a single natural

person:
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Remuneration of (former) directors of the Group

Expenses tecognized in the year

3t/12/2018 31/12/2017

EUR "000 EUR 000
Short-term employee benefits 814 147
Post-emploeyment benefits i7 -
Total 831 147
12 Trade and other payables
Trade and other payables
31/12/2018 31/12/20%7
EUR "000 EUR '000Q
Trade payables 281 149
Payroll 350 -
Taxes (other than income taxes] - LAY
Accrued expenses 2 554 1352
Teotal trade and other payables 3185 1 600

Trade payables and accrued expenses are mainly for the administrative service providers, Payroll liabilities
relate to remunerations of key management personnel. These payables do not accrue interest and no
guarantees have been granted. The fair value of trade and other payables approximate their book values.

All current liabilities, accruals and deferred income have a remaining duration of shorter than one year.

13 Finance cost (nef}

The finance income and cost can be summarized as follows:
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Finance cost {nef)

31/12/2018 31/12/2017
EUR ‘000 EUR '000
Finance cost
Interest on secured bank loans {10 310) (3 405)
Interest on loans from related parties (593) (83)
Interest on loans from participants (391) (2704)
(11 294) 6192
Finance income
Interest on loans from related parties 5453 2393
Other financial income [ (cost) {3 175) (286)
Total Finance cost (net) (9 016) 4 0851
14 Income tax
Income tax recognized in profil er loss
2018 2017
EUR '000 EUR '000
Current tax o “_]_"0_33 o 656
1083 656

Tota! income tax income [ (expense)

15 Events after the reporting period

On the 6th of February 2019, the company successfully listed it's 150 million euro senior secured bond with
ISIN NOO0O1081418% on the Oslo Bars, (the Oslo Exchange).

On the 29th of January 2019, Marco Barkmeijer has stepped back from his position as director of SL Bidco
B.V. and has been succeeded by Pieter Mesker.

On the 7th of May 2019, Orange S.A. signed an agreement to ocquire all the shares of SL Bidco B.V.
Orange is moking this acquisition as part of its Strategy to rapidly expond its presence in the Cybersecurity
market. This transactian will also provide access for Securelink to an expanded international customer
base. The sale of the shares of SL Bidco B.V. is expected to complete by the end of Q2, beginning of Q3
2019, after all regulatory approvals have been obtained. An estimate of the financial effect of this

transaction cannot be made by management.
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Signing of the report on the unnval accounts for the period Janvary 1, 2018 until December 31, 2018

SL Bidco B.V.

Thomas Fetten Andrea Davis

Executive board member Non-executive board member
Ruud Kreen Pieter Mesker

Non-executive beard member Non-executive board member

The prepared finoncial statements were signed on May 10, 2019
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Other information
Independent auditar's report

Reference is made to the auditor's report included hereinafter.

Appropriation of result

In Article 14 of the company's articles of association is presented that the appropriation of the result is ot the
disposal of the Generol Meeting.
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= Deloitte Accountants B.V.
Gustav Mahlerlzan 2970
& 1081 LA Amsterdam
P.0O.Box 58110
1040 HC Amsterdam

Netherlands

Tel: +31 (0)88 288 2888
Fax: +31 (0)B8 288 9737
www deloitte.nl

Independent auditor's report

To the shareholders and audit committee of SL Bidco B.V.

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS 2018 INCLUDED IN THE
ANNUAL ACCOUNTS

Our opinion

We have audited the accompanying financial statements 2018 of SL Bidco B.V., based in Amsterdam. The
financial statements include the consolidated financial statements and the company financial statements.

In our epinion:

« The accompanying consolidated financial statements give a true and fair view of the financial position of
SL Bidco B.V. as at December 31, 2018, and of its result and its cash flows for 2018 in accordance with
International Financial Reporting Standards as adopted by the European Union (EU-IFRS) and with
Part 9 of Book 2 of the Dutch Civil Code.

» The accompanying company financial statements give a true and fair view of the financial position of SL
Bidco B.V. as at December 31, 2018, and of its result for 2018 in accordance with Part 9 of Book 2 of
the Dutch Civil Code.

The consolidated financial statements comprise:

1. The consolidated statement of financial position as at December 31, 2018.

2. The following statements for 2018: the consclidated income statement, the consolidated statements of
comprehensive income, changes in equity and cash flows.

3. The notes comprising a summary of the significant accounting policies and other explanatory
information.

The company financial statements comprise:

1. The company balance sheet as at December 31, 2018.

2. The company profit and loss account for 2018.

3. The notes comprising a summary of the accounting policies and other explanatory information,
Basis for our opinion

We conducted our audit in accordance with Dutch law, including the Dutch Standards on Auditing. Our

responsibilities under those standards are further described in the “Cur responsibilities for the audit of the
financial statements” section of our report.

Deloitte Accountants B V. 1s registered with the Trade Register of the Chamber of Commerce and Industry in Reotterdam number
24362853 Deloitte Accountants B.V. is 2 Netherlands affiliate of Deloitte NWE LLP, a member firm of Deloitte Touche Tehmatsu Limited.
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Deloitte.

We are independent of SL Bidco B.V. in accordance with the EUJ Regulation on specific requirements
regarding statutory audit of public-interest entities, the “Wet toezicht accountantsorganisaties” (Wta, Audit
firms supervision act), the “Verordening inzake de onafhankelijkheid van accountants bij assurance-
opdrachten” (ViO, Code of Ethics for Professional Accountants, a regulation with respect to independence)
and other relevant independence regulations in the Netherlands. Furthermore, we have complied with the
Verordening gedrags- en beroepsregels accountants {(VGBA, Dutch Code of Ethics).

We believe the audit evidence we have obtained i1s sufficient and appropriate to provide a basis for our
apinion.

Materiality

Based on our professional judgement we determined the materiality for the financial statements as a whole
at € 2,200,000. The materiality is based on a gualitative analysis in which revenue 1s the primary factor. We
have also taken intg account misstatements and/or possible misstatements that in our opinion could be
matenal for the users of the financial statements.

We agreed with the audit committee that misstatements in excess of € 110,000, which are identified during
the audit, would be reported to them, as well as smaller misstatements that in our view must be reported on
qualitative grounds.

Scope of the group audit

SL Bidco B.V. is the head of a group of entities. The financial information of this group is included in the
consolidated financial statements of SL Bidco B.V.

Because we are ultimately responsible for our opinion, we are also responsible for directing, supervising
and performing the group audit. In this respect we have determined the nature and extent of the audit
procedures to be carried out for the group entities (components). The components’ size and/or risk profiles
were decisive. On this basis, we selected components for which an audit or review had to be carried out
either on the complete set of financial information or on specific items.

We have performed audit procedures ourselves at operations in the Netherlands. Furthermore, we
performed audit procedures on group level on areas such as consolidation, disclosures, goodwill and
intangible assets. Specialists were involved amongst others in areas of accounting, pensions and valuation.

For selected component audit teams, the group team provided detailed written instructions, which, in
addition to communicating the requirements of cornponent audit teams, contained detailed significant audit
areas and information obtained centrally relevant to the audit of individual components including awareness
for risk related to management override of controls. Furthermore, we developend a plan for overseeing each
component audit team based on its relative significant te the Company and certain other risk characteristics.
This includes procedures such as visiting components (United Kingdom, Belgium and Germany) during the
year, performing file reviews, holding conference calls, attending meetings and reviewing component audit
team deliverables to gain sufficient understanding of the work performed. For smaller components we have
performed review procedures or specific audit procedures.

By performing the procedures mentioned above at group entities, together with additional procedures at
group level, we have been able to obtain sufficient and appropriate audit evidende about the group’s
financial information to provide an opinion on the consolidated financial statements, resulting in the
following coverage:

+ Revenues: 87% full audit scope coverage

« Assets: 90% full audit scope coverage

» Netresult: 83% full audit scope coverage
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Deloitte.

By performing the procedures mentioned above at group entities, together with additional procedures that
have been performed at group level, we have been able to obtain sufficient and appropriate audit evidence
about the group's financial information to provide an opinion about the consolidated financial statements.

Our key audit matters
Key audit matters are those matters that, in our professional judgement, were of most significance in our
audit of the financial statements. We have communicated the key audit matters to the audit committee. The

key audit matters are not a comprehensive reflection of all matters discussed.

These matters were addressed 1n the context of our audit of the financial statements as a whele and in

forming our opinion thereon, and we do not provide a separate opinion on these matters.

Impairment of goodwil

Description of the key audit matter

As described in note 12 the Group had € 258
million of goodwill as at December 31, 20618.

As disclosed in note 4.14 to the financial
statements, the Group tests its CGUs containing
goodwill for impairment at the end of the
reporting period. This is performed by comparing
the recoverable amounts of the individual CGUs,
being the higher of value-in-use and fair value
less costs of disposal, to the carrying amounts.

Our key audit matter focused on the goodwill
allocated to the Securelink UK Limited ("SL UK")
CGU which amounts to € 32 million of the total
goodwill recognized.

Our focus was primarily driven by the results of
SL UK in the past years. We considered vaiuation
of goodwill to be a key audit matter due to the
significant judgment involved in estimating the
recoverable amounts. The recoverable amounts
of the CGUs were based on value-in-use, Such
amounts are based on cash flow forecasts that
include management's estimate of key value
driver inputs such as inflation, volume growth
and discount rates applied.

How we have audited this key audit matter

Qur procedures included, among others,
evaluation of the assumptions and methodologies
used in the annual impairment test prepared by
the company, an assessment of the mathematical
accuracy of the calculations and a reconciliation
to the 2018 five year outloock as approved by the
Management Board. We have challenged
management, primarily on their assumptions
applied to which the outcome of the impairment
test is the most sensitive, in particular, the
projected revenue growth, margin developments
and discount rates.

We assessed the adequacy of the company's
disclosures in note 12 to the consclidated
financial statements and in particular the key
assumptions to which the outcome of the
impairment test is most sensitive as well as the
disclosure of the recognized impairment loss.

Based on our procedures, we consider
management'’s key assumptions to be within a
reasonable range of our own expectations and
the related disclosures in note 12 to the financial
statements to be adequate.

We furthermore agree with the recognized
impairment loss for SL UK amounting to
€ 9 million,
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Deloitte.

Cut-off revenye

Description of the key audit matter

There I1s an inherent risk around the cut-off of
revenue recorded, Due to the seasonality of the
business, which historically resulted in an
increase of revenues at the end of each quarter
and especially at the end of the year, we see a
cut-off risk in the last quarter of the year. This
cut-off risk mainly applies to the revenue streams
products and maintenance services.

How we have audited this key audit matter

Our procedures included test of design and
implementation of the internal controls regarding
cut-off of revenue.

The substantive procedures performed included
test of details on the recognition of revenue in
the correct period, based on supporting
documentation such as contracts, with a
particular focus to revenue recorded in the last
months of the reporting period and the month
following after the reporting period.

As a result of our audit procedures, we noted no
cut-off errors.

First time adoption EU-IFRS

Description of the key audit matter

The company adopted EU-IFRS for the first time
in its financial statements 2018. There 1s a risk of
a material error in the transition from Dutch
GAAP to EU-IFRS.

Focus areas of the transition were IFRS 3 and
new accounting standards IFRS 9 and 15.

How we have audited this key audit matter

Procedures performed included the test of design
and implementation of the conversion process
performed at group level. Both management and
audit team involved IFRS specialists in this
conversion process. The financial statements
were tested for compliance with EU-IFRS.

Based on our audit procedures, we conclude the
financial statements are in compliance with
EU-IFRS.

REPORT ON THE OTHER INFORMATION INCLUDED IN THE ANNUAL ACCOUNTS

In addition to the financial statements and ocur auditor’s report thereon, the annual accounts contain cther

information that consists of:
+ Management Board's Report.

+  Report of the Audit Committee.

»  Other Information as required by Part 9 of Book 2 of the Dutch Civil Code.

Based on the following procedures performed, we conclude that the other information:

= Is consistent with the financial statements and does not contain material misstatements.

« Contains the information as required by Part 9 of Book 2 of the Dutch Civil Code.

We have read the other information. Based on our knowledge and understanding obtained through our audit

of the financial statements or otherwise, we have considered whether the other information contains

material misstatements.
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Deloitte.

By performing these procedures, we comply with the requirements of Part 9 of Book 2 of the Dutch Civil
Code and the Dutch Standard 720. The scope of the procedures performed is substantially less than the
scope of those performed in our audit of the financial statements.

Management is responsible for the preparation of the other information, including the Management Board's
Report in accordance with Part 9 of Book 2 of the Dutch Civil Code, and the other information as required by
Part 9 of Book 2 of the Dutch Civil Code.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
Engagement

We were engaged by the audit committee as auditor of SL Bidco 8.V. on December 7, 2016 for the audit for
the year 2015 and have operated as statutory auditor ever since that financial year.

No prohibited non-audit services

We have not provided prohibited non-audit services as referred to in Article 5{1) of the EU Regulation on
specific requirernents regarding statutory audit of public-interest entities.

DESCRIPTION OF RESPONSIBILITIES REGARDING THE FINANCIAL STATEMENTS
Responsibilities of management and audit commiittee for the financial statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with EU-IFRS and Part 9 of Book 2 of the Dutch Civil Code. Furthermore, management is
responsible for such internal contrel as management determines is necessary to enable the preparation of
the financial statements that are free from material misstatement, whether due to fraud or error.

As part of the preparation of the financial statements, management is responsible for assessing the
company's ability to continue as a going concern, Based on the financial reporting frameworks mentioned,
management should prepare the financial statements using the going concern basis of accounting unless
management either intends to liguidate the company or to cease operations, or has no realistic alternative
but to do so.

Management should disclose events and circumstances that may cast significant doubt on the company's
ability to continue as a going concern in the financial statements.

The audit committee is responsible for overseeing the company's financial reporting process.
Our responsibilities for the audit of the financial statements

Our objective is to plan and perform the audit assignment in a manner that allows us to obtain sufficient and
appropriate audit evidence for our opinion.

Our audit has been performed with a high, but not absolute, level of assurance, which means we may not
detect all material errors and fraud during our audit.
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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. The materiality affects the nature, timing and extent of our audit procedures and the
evaluation of the effect of identified misstatements on our opinion.

We have exercised professional judgement and have maintained professional skepticism throughout the
audit, in accordance with Dutch Standards on Auditing, ethical requirements and independence
requirements. Our audit included e.g.:

+ Identifying and assessing the risks of material misstaternent of the financial statements, whether due to
fraud or error, designing and performing audit procedures responsive to those risks, and obtaining audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

+« Obtaining an understanding of internal control relevant to the audit in order te design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the company’s internal control.

« Evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

« Concluding on the appropriateness of management's use of the going concern basis of accounting, and
hased on the audit evidence obtained, whether @ material uncertainty exists refated to events or
conditions that may cast significant doubt on the company's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor's report to
the related disclosures in the financial statements or, if such disclosures are inadequate, toc modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor's report.
However, future events or conditions may cause the company to cease to continue as a going concern.

+ FEvaluating the overall presentation, structure and content of the financial statements, including the
disclosures.

« Evaluating whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with the audit committee regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant findings in internal control that we
identified during our audit. In this respect we also submit an additional report to the audit committee in
accordance with Article 11 of the EU Regulation on specific requirements regarding statutery audit of public-
interest entities. The information included in this additional report is consistent with our audit opinion in this
auditor’s report.

We provide the audit committee with a statement that we have complied with relevant ethical requirements

regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.
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From the matters communicated with the audit committee, we determine the key audit matters: those
matters that were of most significance in the audit of the financial statements. We describe these matters in
our auditor's report unless law or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, not communicating the matter is in the public interest.

Amsterdam, May 10, 2019

Deloitte Accountants B.V.

Signed on the original: M.R. van Leeuwen
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