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VR EDUCATION HOLDINGS PLC

CHAIRMAN’S STATEMENT
for the 15 month period ended 31 December 2018

I am pleased to present the annual report and financiai statements of VR Education Holdings PLC for the
15 month period ended 21 December 2018.

Overview of the year

The Company’s shares were admitted to AlM in the United Kingdom and to the Enterprise Securities Market
{ESM, now called Euronext Growth), a market regulated by Euronext Dublin, of the Irish Stock Exchange in
March 2018 and raised £6m gross of expenses for future expansion. Along with the listing, the board of
three executive directors and myself as non-Executive Chairman, was complimented by the recruitment of
two highly experienced business people, Tony Hanway and Michaei Boyce. This strong board aims to
support the executive team in driving the business forward.

Review of the business

VR Education Holdings PLC is dedicated to transforming education globally by providing new tools to
educators and corporate trainers allowing them to provide high guality, low cost content in a virtual
networked social learning environment.

The ENGAGE platform, the Group’s proprietary VR Education platform, was commercially launched in
December 2018 as version 1.0. It provides a platform for creating, sharing and delivering proprietary and
third-party VR content for educational and corporate training purposes. ENGAGE version 1.0 follows
comprehensive testing of ENGAGE Alpha during 2017 and 2018, which included multiple virtual locations,
screen sharing capabilities, interactive lessons, virtual whiteboards and multiuser live 360 video playback
via YouTube. A key feature of ENGAGE is the ability for educators and trainers to use the software to create
their own VR lessons and presentations on ENGAGE using VR tools provided by the Group or third parties
without the need for programming or animation skills.

The Group also produces award winning standalone content to showcase the potential of Virtual Reality /
Augmented Reality {"VR/AR") as a tool for educational purposes. Our first release {Apollo 11 VR) has won
multiple awards including a Time Warner award and was one of virtual reality’s first big hits when it
released on the Oculus Rift and HTC Vive. A High Definition version of this experience was launched in
November 2018. Our second release (Titanic VR) was released as an early access experience in November
2017 and as a full experience in August 2018. This has also been very well received and won best PSVR
experience in the 2018 UploadVR awards. The Group will continue to release standalone content to
promote educational VR/AR and drive users to the Engage platform.

Future developments in the business

Since the full commercial release of ENGAGE, the Group's online virtual learning and corporate training
platform, the Group has progressed with the onboarding of Shenandoah University and released additional
learning content from Oxford University. In addition, ENGAGE users have held multiple live CPD events
using the platform, one of which was part of the event known as 'MIT Hackathon Week” hosted by MIT. As
stated in the Group's Admission Document at the time of its IPO, the Directors believe that a key feature
of ENGAGE is the ab#lity for educators and trainers to use the software to create their own VR lessons and
presentations on ENGAGE using VR tools provided by the Group or third parties through ENGAGE.



VR EDUCATION HOLDINGS PLC

CHAIRMAN’S STATEMENT
for the 15 month period ended 31 December 2018

Demand for the Group's VR showcase experiences, comprising Apolto 11 VR and Titanic VR, remains in line
with management's expectations with new experiences, including Raid on the Ruhr (Dambusters
Experience) expected to launch in H1 2019 and Space Shuttle Commander (Working Title) expected in H2
2019,

Richard Cooper
Chairman

5 March 2019



VR EDUCATION HOLDINGS PLC

CHIEF EXECUTIVE'S REVIEW
for the year ended 31 December 2018

2018 was an important year for VR Education and one in which it successfully delivered on the operational
milestones that were clearly set out at the time of the Group’s IPQ. During the period the Group was
admitted to AIM and to the Enterprise Securities Market {now called Euranext Growth), released various
new showcase experiences and also completed the full commercial release of ENGAGE, its online virtual
learning and corporate training platform, with full payment capabilities. The Group has also expanded the
development and marketing team, compteted projects with the BBC and Oxford University and released
Part 2 of Titanic VR.

The Group continues 1o execute on its strategy of focusing on the commercialisation of ENGAGE whilst
launching further showcase experiences to drive awareness, add content to the ENGAGE platform and
deliver incremental revenue.

VR Education has already started to raise brand awareness by showcasing the ENGAGE platform and its
capabilities at high profile tradeshows and conferences around the world. The Group has recently attended
the BETT Conference in London in January 2019 and GESS Dubai in February 2019, one of the largest
educational events, heid annually in the UAE, and will be attending a number of major education
conferences in 2019,

ENGAGE

The Group successfully released the ENGAGE platform on 13 December 2018 via the Steam network and
its own website www . engagevr.ic. ENGAGE now supports Oculus Rift, HTC Vive, HTC Vive Pro, Windows
Mixed Reality and standard PC display devices. With the launch of ENGAGE the Group also released new
content provided by Oxford University and additional features such as enhanced web-based media
streaming, desktop streaming, selfie avatar generations, Pro and Free licensing, cloud file sharing and a full
web-based management system for creating events, quizzes, content and enhanced account management.

2019 is a pivotal year for ENGAGE with the majority of business development and marketing focused on
the platform.

Showcase experiences

In addition to developing ENGAGE, the Group creates showcase experiences, not only to generate revenue
but to also build up the Group’s VR asset base. These can be reused by external educators on the ENGAGE
platform, whilst also improving the Group's reputation and attracting developer talent.

At the end of the Period, the Group had built two paid-for downloadable showcase VR experiences, being
the award-winning Apollo 11 VR experience and the Titanic VR experience.

Apollo 11 VR continued to sell well during the year. As at 31 December 2018, Apollo 11 VR had been
downloaded a total of 160,000 times. Titanic VR has been very well received since its full launch in August
2018. As at 31 December 2018, Titanic VR had been downloaded a total of 20,000 times with the majority
of downloads coming from its PlayStation version which was released towards the end of November 2018.



VR EDUCATION HOLDINGS PLC

CHIEF EXECUTIVE’S REVIEW (continued)
for the year ended 31 December 2018

Current trading and outlook

2019 is going 1o be a busy year for the Group with continued focus on the promotion of ENGAGE and
generation of sales on the platform, together with the release of two new showcase experiences. The
first experience to be released in 2019 is titled “Raid on the Ruhr” and is based on the Dambusters
mission from World War Il, to be released in H1 2019. The second experience, a larger space-related
project, is scheduled for release in H2 2019.

In summary, 2018 has been a solid year for VR Education with the team growing from 20 to 34 employees
and the successful release of three new products. The focus for 2019 is the ENGAGE platform and with
the release of second-generation VR hardware, such as the Oculus Quest, VR Education is well positicned
to remain the leader of next generation educational content and tools.

I would like to thank our new and existing shareholders for their support and the Group looks forward to
capitalising on significant market opportunities during the course of 2019 and beyond.

David Whelan
Chief Executive Officer

5 March 2019



VR EDUCATION HOLDINGS PLC
CHIEF FINANCIAL OFFICER’S REVIEW
for the year ended 31 December 20138

Revenue for the year was up 15% on the prior year fram €624k to €716k, driven by the continued success
of the Apollo 11 VR experience, the release of the full version of Titanic VR and the completion of “1943;
Berlin Blitz” for the BBC.

EBITDA loss was €1.5 million compared to a loss of €0.5 million in the prior year, in line with management
expectations,

Loss before tax, after a non-cash convertible debt conversion fair value loss of €2.6 million and associated
conversion costs of €0.3 million, was a loss of €4.9 millian, in line with management expectations,
compared 1o a loss in the prior year of €0.6 million.

Operating cashflows were a net outflow of €2.1 million for the period. The current run-rate of staff costs
and other ongoing costs is approximately €250k per month.

The Group’s cash position at 31 December 2018 was €3.5 million with no debt.

Séamus Larrissey
Chief Financial Officer

5 March 2019



VR EDUCATION HOLDINGS PLC

STRATEGIC REPORT
for the 15 month pericd ended 31 December 2018

The directors present herewith their strategic report for the 15 month period ended 31 December 2018.
Results and Dividends

The loss for the year after taxation amounted to €4,943,906 (2017: €623,699). No dividends were paid
during the year {2017 €Nil) and as such an amount of £4,943,906 was debited to reserves.

Review of the business and future developments
The review of the business and future developments are set out in the Chairman’s Statement.
Key Performance Indicators

Revenue
Revenue and revenue growth tracks the Groups performance against the strategic aim to grow the
business.

Revenue for the year was €716k compared to €625k in 2017, an increase of 15%. The Group expect to see
further growth in revenue in 2019 with the commercial release of ENGAGE and the full Jaunch of Titanic
VR occurring in Q4 2018,

Unit Downloads

Unit downloads tracks the number of downlpads across the various sales platforms of the Groups VR
experiences which allows monitoring of the performance of both the experiences and the platforms they
are sold on.

Unit downloads for the year totalled approximately 80,000 compared to 65,000 in 2017, an increase of
23%. With additional VR experiences to be launched in 2019 we would expect to see further growth in unit
downloads.

Cash & Cash Equivalents
Tracking the cash balance monitors the conversion of revenue into cash ensuring that cash is available for
reinvestment.

Cash & cash equivalents at 31 December 2018 was €3.5m compared to €0.1m in 2017, an increase of
3265%. This arase from the oversubscribed IPO an 12 March 2018 where €6.75m, before expenses, was
raised.

Principal Activity

The principal activity of the Group is the development of the educational Virtual Reality platform ‘ENGAGE’.
The Group also develops and sells Virtual Reality experiences for the education market.



VR EDUCATION HOLDINGS PLC

STRATEGIC REPORT

for the 15 month period ended 31 December 2018

Principal Risks and Uncertainties

The Group’s strategy is to follow an appropriate risk policy, which effectively manages exposures related
to the achievement of business objectives. The key risks which the Group face are detailed as follows:

Activity
Technology Risk

Business
performance

Financial Risk

Risk

Fast moving market that is
subject to changing trends
and technological
advances.

Company may not perform
as expected.

Adequate financial and
business controls.

Impact

Being behind market
leaders or the provision of
non-standard material for
which there is a limited
target audience,
conseguently reducing
potential for
profit/revenue.

Adverse consequences
such as management
distraction, disposal and
reduced profit.

Error or fraud, leading to a
loss in reputation, business
partners and customers.

Control(s)

The Company regularly
conducts market research
to be aware of upcoming
trends, and it aims to
achieve ‘first mover'
advantage in the VR
Educational sector to
manage this risk.

This risk is managed
through a number of
measures; authorisation of
purchases and capital
reguirement; ensuring the
appropriate management
team is in place; budget
and business planning;
monthly reporting and
variance analysis; financial
controls; key performance
indicators; and regular
forecasting.

The Company exercises
financial and business
control through a
combination of: gualified
and experienced financial
personnel; dual signatories;
performance analysis;
budgeting and cash flow
forecasting; local audit to
international standards;
and clearly defined
approval limits.



VR EDUCATION HOLDINGS PLC

STRATEGIC REPORT (continued)
for the 15 month period ended 31 December 2018

Activity Risk Impact Control(s)

Critical Loss of key Operational impact of  The nature and operation of the board ensures
Person Risk managementor  loss of key staff could  that issues are disseminated to all board
development staff see a delayin product/ membersin a timely manner which would help
service delivery address the loss of any key staff. Keyrnman
insurance palicy is also in place for the CEQ.

Data Loss of customer  Loss of reputation, Payment processing handled by reputable third
Protection personal fines and potential party {Stripe); GDPR policies in place and made
Risk information litigation available to new and existing users; best

practise policy and procedure in piace for
storing user personal data

Going Concern

The financial information is presented on the going concern basis.

The Directors have a reasonable expectation that the Group has adeguate resources to continue in

operational existence for the foreseeable future. As such the Directors continue to adopt the going concern
basis of accounting in preparing the Financial information.

Sandra Whelan Séamus Larrissey
Director Director

5 March 2019
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VR EDUCATION HOLDINGS PLC

DIRECTORS’ REPORT
for the 15 month period ended 31 December 2018

The Directors present herewith their annual report and audited financial statements for the 15 month

pericd ended 31 December 2018.

Results and Dividends

The results for the period are set out in the Strategic Report on page 8-10. The Directors do not propose to

declare a dividend.

Directors

The present Directors are as listed on page 2 and, unless ctherwise indicated, have served throughout the

period.

Directors’ and Secretary’s interests In shares

The direct and indirect interests of the Directors and secretary in the share capital of the Company at the

beginning and the end of the period were as follows:

31/12/2018

Ordinary Shares

Richard Cooper 1,000,000
David Whelan 38,665,000
Sandra Whelan 38,665,000
Séamus Larrissey 88,000
Michael Boyce 499,842
Tony Hanway 100,000

Substantial shareholdings

31/12/2017

Share Ordinary
Options Shares
1,000,000 -
- 1

910,940 -

Share
Options

As at 28 February 2019, the following interests in 3% or more of the issued share capital appear in the

register:

David Whelan

Sandra Whelan
Octopus Investments
Enterprise ireland
Unicorn AIM VCT plc
Sure Valley Funds ICAV
Kernel Seed Fund 2009
Barry Downes

Transactions Involving Directors

Transactions involving Directors are disclosed within note 26.

11

20.0%
20.0%
10.7%
9.8%
8.2%
7.2%
6.8%
6.8%



VR EDUCATION HOLDINGS PLC

DIRECTORS’ REPORT (continued)
for the 15 month period ended 31 December 2018

Events after the reporting period

The Company has evatuated all events and transactions that occurred after 31 December 2018 up to the
date of signing of the financial statements.

No material subsequent events have occurred that would require adjustment to or disclosure in the
financial statements,

Research and development

Being at the forefront of a competitive industry and in order to strengthen its market position the Group
need to continue to break new ground by investing in the development and trial of new technologies. The
Group aims to provide educators the tools they need to create their own content in virtual classrooms or
virtual training environments and thus improving Customer experience.

Accounting Records

The measures that the Directors have taken to secure compliance with the requirements of sections 281
to 285 of the Companies Act 2014 with regard to the keeping of accounting records, include the provision
of appropriate resources to maintain adequate accounting records throughout the company, including the
employment of appropriately qualified personnel and the maintenance of computerised accounting

systems.

The accounting records of the Company are held at their registered office at Unit 9, Cleaboy Business Park,
Waterford, Ireland.

Branches outside the state

The Company has a branch established in the United Kingdom.

Political Donations

There were no political donations made during the current or prior year.

Disclosure of information to the Auditor

Each Director has taken steps that they ought to have taken as a director in order to make themselves
aware of any relevant audit information and to establish that the Company's auditor is aware of that
information. The Directors confirm that there is no relevant information that they know of and of which

they know the auditor is unaware.

On behalf of the board

Sandra Whelan Séamus Larrissey
Director Director

5 March 2019
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VR EDUCATION HOLDINGS PLC

DIRECTORS' RESPONSIBILITIES STATEMENT
for the 15 month period ended 31 December 2018

The Directors are responsible for preparing the Directors' Report and the financial statements in
accordance with applicable Irish law and regulations.

Irish Company law requires the directars to prepare financial staternents for each financial year. Under that
law they have elected to prepare the financial statements in accordance with accounting standards issued
by the Financial Reporting Council including 1FRS.

Under company Jaw, the Directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the assets, liahilities and financial position of the Company as at the
financial year end date and of the profit or loss of the Company for the financial year and otherwise comply
with the Companies Act 2014.

In preparing these financial statements the Directors are reguired to:

- select suitabte accounting policies and then apply them consistently;

- make judgements and estimates that are reasonable and prudent;

- state whether the financial statements have been prepared in accordance with applicable
accounting standards, identify those standards, and note the effect and the reasons for any
material departure; and

- prepare the financial statements on the going concern basis unless it is inappropriate to presume
that the Company will continue in business.

The Directors are responsible for ensuring that the Company keeps or causes to be kept adequate
accounting records which correctly explain and record the transactions of the company, enable at any time
the assets, liahilities, financial position and profit or loss of the Company to be determined with reasonable
accuracy and enable them to ensure that the financial statements and Directors” Report comply with the
Companies Act 2014 and enable the financial statements to be audited. They are alse respensible for taking
such steps as are reasonably open to them to safeguard the assets of the Company and to prevent and
detect fraud and other irregularities.

The Directors are responsible for the maintenance and integrity of the corporate and financial information
included on the Company’s website, www vreducationholdings.com. Legislation in the Republic of Iretand
governing the preparation and dissemination of the Financial Statements may differ from legislation in
other jurisdictions.

The Company is compliant with AIM Ruie 26 regarding the Company’s website.

The Directors are responsible for ensuring that the company is compliant with AIM Rule 26 which is
discussed further in the Corporate Governance Report on page 14 - 22.

On behalf of the bhoard

Sandra Whelan Séamus Larrissey
Director Director

5 March 2019
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VR EDUCATION HOLDINGS PLC

CORPORATE GOVERNANCE REPORT
for the 15 month period ended 31 December 2018

As Chairman of VR Education Holdings | have overall responsibility for corporate governance and in
promoting high standards throughout the Company. As well as leading and chairing the Board my
responsibilities are to ensure:

e committees are properly structured and operate with appropriate terms of reference;

« the performance of individual directors, the Board and its committees are reviewed on a regular

basis;
* the Company has a coherent strategy and sets objectives against this; and
+ there is effective communication between the Company and its shareholders,

All the Directors of VR Education Holdings plc believe strongly in the importance of good corporate
governance for the creation of shareheolder value over the medium to long-term and to engender trust
and support amongst the Company's wider stakeholders.

In March 2018, changes to the AIM rules required the formal adoption by all AIM companies of a
recognised corporate governance code by 28 September 2018. On its admission to AIM in March 2018
the directors undertook to take account of the requirements of the QCA guidelines to the extent they
consider it appropriate having regard to the Company’s size, board structure, stage of development and
resources.

In light of the new requirements under AIM rule 26, the Board have decided to formally adopt and
adhere to the QCA code (revised in April 2018).

The QCA code is constructed around ten broad principles and a set of disclosures. The QCA has stated
what it considers to be appropriate arrangements for growing companies and asks companies to provide
an explanation about how they are meeting the principles thraugh the prescribed disclosures. The
Directors have considered how they apply each principle to the extent the Board judges these to be
appropriate in the circumstances and below we provide an explanation of the approach taken in relation
to each. Any areas of non-compliance are explained in the text below. There were no key governance
related matters that occurred during the year.

Richard Cooper
Chairman

5 March 2019
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VR EDUCATION HOLDINGS PLC

CORPORATE GOVERNANCE REPORT (continued)
for the 15 month period ended 31 December 2018

Principle

Application

Establish a strategy
and business model
which promotes
long-term value for
shareholders

The Board has concluded that the highest medium and long-term value can be
delivered to its shareholders by the adoption of a single strategy for the
Company - to transform education globally by providing new tools to educators
and corporate trainers, consequently allowing them to provide high quality, low
cost content in a virtual netwerked social learning environment. Tg achieve this
vision the Company's principal activity is to be active in the Virtual Reality
Sector, and develop and sell Virtual Reality experiences for the education
market.

The Company intends to deliver shareholder returns through capital
appreciation and, ultimately, distribution via dividends. The principal challenge
to delivering capital appreciation is uncertainty in relation to the performance
of Immersive VR Education Limited, although the Board takes steps to mitigate
these risks, Further challenges to VR Education’s strategy and long-term goals
are highlighted in the Risk Management section below.

Seek to understand
and meet
shareholder needs
and expectations

The Company places great importance on the need for effective communication
and constructive dialogue with investors and the media. To ensure that existing
and potential investors and contacts can track its progress and obtain news and
updates as soon as available, it encourages registration to the Company's news
alert service, as well as providing communications through Interim and Annual
Reports.

The Company's website, wwy vreducationholdings.com, is used for both
financial and general news relevant to shareholders.

The Chair, Richard Cooper, acts as a liaison for shareholders, although queries
through the Company’s website are directed to the COO, Sandra Whelan, who
monitors and liaises with shareholders on minor queries.

The Executive Directors also meet shareholders and other investors/potential
investors regularly within the results cycle, and the whole Board aims to
participate at the AGM, The AGM will provide an opportunity to meet, listen
and present to shareholders, and sharehoiders are encouraged to attend. In
addition, the Company is open to receiving feedback from key stakeholders, and
will take action where appropriate.

Take into account
wider stakeholder
and social
responsibilities and
their implications
for leng-term
success

The Board recognises that the long-term success of the Company is reliant upon
the efforts of employees, contractors, suppliers, regulators and many other
stakeholders. The Board has put in place a range of processes and systems to
ensure that there is close oversight and contact with its key resources and
relationships. The Company aims to be very responsive to all stakehelder
gueries, monitoring message boards on various platforms (emails, social media)
for all products on a daily basis, responding with technical assistance or product
information as requested within 24 hours.

15




VR EDUCATION HOLDINGS PLC

CORPORATE GOVERNANCE REPORT (continued)
for the 15 month period ended 31 December 2018

Principle

Application

Take into account
wider stakehaolder
and social
respensibilities and
their implications
for long-term
success {continued)

All employees within the Group are valued members of the team, and the
Company seeks to implement provisions to retain and incentivise all its
employees. The Group offers equal opportunities regardless of race, gender,
gender identity or reassignment, age, disability, religion of sexual orientation.
The Company has a policy to conduct annual employee reviews, seeking to
understand any issues within the workforce. Employees are incentivised
through team building days out and various employee wellness schemes and
plans.

The Company has close ongeoing relationships with a broad range of its
stakeholders and provides them with the opportunity to raise issues and
provide feedback to the Company. The Company conducts customer reviews,
which broaden communication and the opportunity for feedback, as well as
holding weekly internal management meetings whereby all aspects of the
business are discussed and any issues that arise are actioned by the following
week. Furthermore, the Company holds weekly product meetings to ensure
that all employee feedback regarding product creation, implementation and
processes are taken on board, changed and/or improved, where necessary. The
Company has adopted an agile method whereby products follow a two-week
sprint process to ensure a smooth process,

VR Education is iocking at helping and contributing to the local community, and
has sponsored a table at the 2018 Annual Gala Ball in aid of Crumlin Children's
Hospitat. Additionally, the COO, Sandra Whelan, has spoken behalf of the
Company at the National Mind Over Matter initiative in aid of mental health
awareness, where all proceeds went to AWARE.

The Group also has no significant environmental impact, but will continue to
monitor and will take action if this changes in the future.

Embed effective risk
management,
considering both
opportunities and
threats, throughout
the organisation

The Board recognises the need for an effective and well-defined risk
management process and it oversees and regularly reviews the current risk
management and internal contro! mechanisms. The Strategic Report also
outlines the key risks to the business, see page 8.

The Company has a risk register which identifies risks, evaluates the risk level
(level of impact and the probability of the risk materialising}, and the principal
person responsible for each risk.

The Board has established appropriate reporting and control mechanisms to
ensure the effectiveness of its control systems. The Audit Committee has
delegated responsihility for ensuring that the financial performance of the
Company is properly monitored and reported.

The Board currently considers that there are no risk factors that are considered
High Risk Areas.
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CORPORATE GOVERNANCE REPORT {continued)
for the 15 month period ended 31 December 2018

considering both
opportunities and
threats, throughout
the organisation
(continued)

Principle Application
Embed effective risk | An internal audit function is not yet considered necessary or practical due to
management, the size of the Company and the day to day control exercised by the Executive

Directors. However, the Board will continue to monitor the need for an internal
audit function. The Beard has established appropriate reporting and control
mechanisms to ensure the effectiveness of its control systems.

The Board regularly reviews thne mechanisms of internal control it has
implemented, assessing for effectiveness.

Maintain the Board
as a well-
functioning,
balanced team led
by the Chair

The Board comprises:

- CEO - David Whelan

- COO - Sandra Whelan

- CFO - Séamus Larrissey

- Independent Non-Executive director and Chairman - Richard Cooper

- Independent Non-Executive director - Tony Hanway

- Non-Executive director - Michael Boyce. Michael is currently providing
sales consulting services to the Group under a six month consulting
contract.

Richard Cooper and Séamus Larrissey were appointed to the Board on 1 and 29
Novernber 2017, respectively.

Both Michael Boyce and Tony Hanway were appointed on 16 February 2018.

Biographical details of the Directors <can be found here
http://www .vreducationholdings.com/content/about-us/board.asp. The
letters of appointment of all Directors are available for inspection at the
Company's registered office during normal business hours. All the Non-
Executive Directors are expected to dedicate at least 2 days per month to the
Company.

One third of Board are subject te re-election at each AGM.

Meetings are open and constructive, with every Director participating fully.
Senior management can also be invited to meetings, providing the Board with
a thorough overview of the Company.

The Board is satisfied it has a suitable balance between independence on the
one hand, and knowledge of the Company on the other. All Directors are
encouraged to use their independent judgement and to challenge all matters,
whether strategic or operational, enabling the Board to discharge its duties and
responsibilities effectively.

The Board aims to meet six times in the year and a calendar of meetings and
principal matters to be discussed is agreed at the beginning of each year. During
the year the board meeting at 5 dedicated board meetings at which all Directors
were present. No committee meetings were held but given the nature of the
Company at an early stage all decisions were taken by the board as a whole. In
order to be efficient, the Directors meet formally and informally both in person
and by telephone.
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Principle

Application

Maintain the Board
as a well-
functioning,
balanced team led
by the Chair
{continued)

Board and Committee document authors are made aware of proposed monthly
deadlines through the calendar of meetings assembled at the beginning of the
year. Board papers are collated, compiled into a Board Pack, and circulated at
least one week before meetings, allowing time for full consideration and
necessary clarifications before the meetings.

The Company has Audit, Remuneration, and Compliance Committees. The
Committees have the necessary skills and knowledge to discharge their duties

effectively.

Directors' conflict of interest

The Company has effective procedures in place to monitor and deal with
conflicts of interest. The Board is aware of the other commitments and interests
of its Directors, and changes to these commitments and interests are reported
to and, where appropriate, agreed with the rest of the Board.

Ensure that
between them the
Directors have the
necessary up-to-
date experience,
skills and
capabilities

The Non-Executive Directors have both a breadth and depth of skills and
experience to fulfil their roles. The Company believes that the current balance
of skills across the Board as a whole reflects a very broad range of personal,
commercial and professional skills, providing the ability to deliver the
Company's strategy for the benefit of shareholders over the medium and long-
term. The Non-Executive Directors meet without the presence of the Executive
Directors during the year, and also maintain ongeing communications with
Executives between forma! Board meetings.

Biographical details of the Directors can be found on the Company's website.

In addition to their general Board responsibilities, the Directors, including the
Non-Executives, are encouraged to he involved in specific workshops or
meetings, in line with their individual areas of expertise. This allows skill-sets to
be kept up to date.

ONE Advisory Limited has been contracted by the Company to act as its
Company Secretary, and has been given the responsibility for ensuring that
Board procedures are followed and that the Company complies with ali
applicable rules, regulations and obligations governing its operation, as well as
helping the Chairman maintain excellent standards of corporate governance. If
required, the Directors are entitled to take independent legal advice and if the
Board is infarmed in advance, the cost of the advice will be reimbursed by the
Company.

The Board shall review annually the appropriateness and opportunity for
continuing professional development whether formal or infermal.
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Application

Principle

Evaluate Board
performance based on
clear and relevant
objectives,  seeking
continuous
improvement

At present, this aspect of the Code is not complied with as the Directors
consider that the Company and Board are not yet of a sufficient size or suitabiy
developed for a full Board evaluation to make commercial and practical sense,
given the stage of the Company. In the frequent Board meetings/calls,
Directors can discuss any areas where they feel a change would benefit the
Company, and the Company Secretary and other Company advisers remain on
hand to provide impartial advice. The Board will keep this under review as the
Company develops.

The Board has elected not to establish a Nominations Committee, preferring
instead that the Board should, itself, deal with such matters, including
succession planning and the balance of the Board. The Company operates ona
retirement by rotation policy, and one third of Board are subject to re-election
at each AGM,

Promote a corporate
culture that is based
on ethical values and
behaviours

The Board recognises that its decisions regarding strategy and risk will impact
the corporate culture of the Company as a whole and that this will impact the
perfarmance of the Company. The Board is aware that the tone and culture set
by the Board will greatly impact afl aspects of the Company as a whole and the
way that employees behave. The corporate governance arrangements that the
Board has adopted are designed to ensure that the Company delivers long term
value to its shareholders, and that shareholders have the opportunity to
express their views and expectations for the Company in a manner that
encourages open dialogue with the Board.

A large part of the Company's activities are centred upon an open and
respectful dialogue with employees, clients and other stakeholders. Therefore,
the importance of sound ethical values and behaviours is crucial to the ability
of the Company to successfully achieve its corporate objectives. The Board
places great importance on this aspect of corporate life and seeks to ensure
that this flows through all that the Company does. The Directors consider that
at present the Company has an open culture facilitating comprehensive
dialogue and feedback and enabling positive and constructive challenge.

All of the Company's policies are made availabie to all employees and are
included in an employee handbock. These are ‘Must Read Policies' which
employees are required to read and acknowledge the policies and which
Sandra Whelan, COQ, moniters and updates where necessary. The Company
also has an Anti-Bribery and Corruption Policy in place to ensure the highest
standards of personal and professional ethical behaviour are adhered to.
Additionally, as the Company conducts regular employee reviews and internal
meetings and has a general close-knit working environment, the Directors are
able to determine the extent to which ethical values and behaviours are
recoghised and respected.

The Company has adopted, with effect from the date on which its shares were
admitted to AIM, a code for Directors' and employees' dealings in securities
which is appropriate for a company whose securities are traded on AIM and
ESM and is in accordance with the requirements of the Market Abuse
Regulation which came into effect in 2016. The Directors seek to align their
interests with shareholders.
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structures and
processes that are
fit for purpose and
support good
decision-making by
the Board
{continued)

Principle Application
Maintain The Board is committed to, and ultimately responsible for, high standards of
governance corporate governance, and has chesen to adopt the QCA Code, We review our

corporate governance arrangements regularly and expect to evolve these over
time, in line with the Company's growth. The Board delegates responsibilities
to Committees and individuals as it sees fit, with the Chair being responsible for
the effectiveness of the Board, and the Executive Directors being accountable
for the management of the Company's business and primary contact with
shareholders, clients and partners.

The Chair is responsible for shareholder communications, the leadership of the
Board and ensuring its effectiveness in all aspects of its role, including creating
the right Board dynamic and ensuring that all important matters, in particular
strategic decisions and corporate governance arrangements, receive adequate
time and attention at Board meetings.

The Executive Directors are responsible for the day-to-day running of the
business, the leadership of the management team and the development and
execution of corporate strategy. The Non-Executive Directors are tasked with
constructively challenging the decisions of executive management and
satisfying themselves that the systems of business risk management and
internal financial controls are robust.

The Board has adopted appropriate delegations of authority which sets out
matters which are reserved to the Board as set out below:

- Strategy and Management

- Structure and Capital

- Financial Reporting and Controls
- Internal Controls

- Finance

- Contracts

- Communications

- Board Membership and other Appointments
- Delegation of Authority

- Corporate Governance Matters
- Approval of Policies

The Board delegates authority to three Committees to assist in meeting its
business objectives whilst ensuring a sound system of internal control and risk
management, The Committees meet independently of Board meetings.

Audit Committee

The Audit Committee has 2 members, Richard Cooper (Chair) and Tony Hanway.
The CFO and external auditors attend meetings by invitation. The Audit
Committee is responsible for making recommendations on the appointment of
auditors and the audit fee, and for ensuring that the financial performance of
the Company is properly monitored and reported.
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structures and
processes that are
fit for purpose and
support good
decision-making by
the Board
(continued)

Principle Application
Maintain Audit Committee (continued)
governance

In addition, the Audit Committee will receive and review reports from
management and the auditors relating to the interim report, the annual report
and accounts and the internal control systems of the Cempany. The Audit
Committee shall meet not less than twice each financial year.

No separate Audit Committee report is presented to shareholders as the Board
does not consider at present that this would improve the quality of
communication with Shareholders given the simple structure of the Company.
The Board will continue to review this approach.

Remuneration Committee

The Remuneration Committee has 2 members, Tony Hanway {Chair) and
Richard Cooper. The members are all Independent Non-Executive Directors.
Other members of the Board may attend the Committee's meetings at the
request of the Committee Chairman, The Remuneration Committee is
responsible for the review and recommendation of the scale and structure of
remuneration of the Executive Directors, the company secretary and such other
members of the executive management as it is designated to consider, including
any bonus arrangements or the award of share options with due regard to the
interests of the Shareholders and the performance of the Company. The
Remuneration Committee shall meet not less than twice a year.

Mo separate Remuneration Committee report is presented to shareholders as
the Board does not consider at present that this would improve the quality of
communication with Shareholders given the simple structure of the Company.
The Board will continue to review this approach. Further details of Directors
Remuneration is included in Note 8 to the Financial Statements.

Compliance Committee

The Compliance Committee has three members, Richard Cooper {Chair), Tony
Hanway and Michael Boyce. The Compliance Committee will have oversight of
the Company's duties and satisfy itself that the Company has procedures in
place to ensure compliance with applicable rules and regulations, including but
not limited to the AIM Rules for Companies, the ESM Rules for Companies and
the Market Abuse Regime. The Compliance Committee will meet at such times
and frequency as necessary.

The Board has elected not to establish a Nominations Committee, preferring
instead that the Board should, itself, deal with such matters, including
succession planning and the balance of the Board. Therefore, the Board will
review Board composition.

The Chair and the Board continue to monitor and evolve the Company’s
corporate governance structures and processes, and maintain that these will
evalve over time, in line with the Company's growth and development.
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Principle

Application

Communicate how
the company is
governed and is
performing by
maintaining a
dialogue with
shareholders and
other relevant
stakeholders

The Board is committed to maintaining effective communication and having
constructive dialogue with its shareholders, The Company intends to have
ongoing relationships with both its private and institutional shareholders as well
as shareholder analysts, and for them to have the opportunity to discuss issues
and provide feedback at meetings with the Company. In addition, all
shareholders are encouraged to attend the Cempany's Annual General
Meeting. The Board maintains that, if there is a resolution passed at a GM with
20% votes against, the Company will seek to understand the reason for the
result and, where appropriate, take suitable action.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF VR EDUCATION HOLDINGS PLC

Opinion

We have audited the financial statements of VR Education Holdings Plc {the ‘parent company’) and its
subsidiaries (the ‘group’} for the period ended 31 December 2018 which comprise the Consolidated
Statement of Comprehensive Income, the Consolidated and Parent Company Statement of Financial
Position, the Consclidated and Parent Company Statements of Changes in Equity, the Consolidated
and Parent Company Statements of Cash Flows and notes to the financial statements, including a
summary of significant accounting policies. The financial reporting framework that has been applied
in their preparation is Irish law and International Financial Reporting Standards (IFRSs) as adopted by
the European Union and as regards the parent company financial statements, as applied in accordance
with the provisions of the Companies Act 2014.

In our opinion:

+ the Group financial statements give a true and fair view of the assets, liabilities and financial
position of the group as at 31 December 2018 and its loss for the period then ended;

* the Company statement of financial position gives a true and fair view of assets, liabilities and
financial position of the Company as at 31 December 2018;

s the group financial statements have been properly prepared in accordance with IFRSs as
adopted by the European Union;

s the Company financial statements have been properly prepared in accordance with IFRSs as
adopted by the European Union and as applied in accordance with the provisions of the
Companies Act 2014; and

¢ the Group financial statements and Company financial statements have been prepared in
accordance with the requirements of the Companies Act 2014.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing {Ireland) {ISAs
(Ireland)) and applicable law. Our responsibilities under those standards are further described in the
Auditor’s responsibilities for the audit of the financial statements section of our report. We have
fulfilled our ethical responsibilities under, and we remained independent of the Group in accordance
with, ethical requirements applicable in freland, including the Ethical Standard issued by the Irish
Auditing and Accounting Supervisory Authority (IAASA) as applied to listed entities. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our apinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (Ireland)
require us to report to you where:

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

s the directors have not disclosed in the financial statements any identified material
uncertainties that may cast significant doubt about the group’s or the parent company’s ability
to continue to adopt the going concern basis of accounting for a period of at least twelve
months from the date when the financial statements are authorised for issue.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF VR EDUCATION HOLDINGS PLC
{continued)

Our application of materiality

Materiality far the Group and Company financial statements as a whole was set at €110,000. This has
been calculated using a benchmark of 5% of adjusted loss before tax and 2% of gross assets, which we
have determined, in our professional judgement, to be one of the principal benchmarks within the
financial statements relevant to the members of the Group and Company in assessing financial
performance.

We report to the Audit Committee all corrected and uncorrected misstatements we identified through
our audit in excess of €5,500. We evaluate any uncorrected misstatements against both the
guantitative measures of materiality discussed above and in light of other relevant qualitative
considerations in forming our opinion.

An overview of the scope of our audit

The Group and its one subsidiary are accounted for from a central location in Waterford, irefand. We
travelled to said location in order undertake the audit for the period ended 31 December 2018.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements of the current period and include the most significant assessed
risks of material misstatement (whether or not due to fraud) we identified, including those which had
the greatest effect on: the overall audit strategy, the allocation of resources in the audit; and directing
the efforts of the engagement team. These matters were addressed in the context of our audit of the
financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters,

How the scope of our audit addressed the key

Key Audit Matter audit matter

The Group carries a material amount in relation  The wark undertaken to mitigate the risk was as
to intangible assets capitalised for costs follows:

associated with development of virtual reality N o
experiences. As a result, the following risks may * We verified that the Group has capitafised

arise: development costs on VR projects on the
basis that they meet the 6 step criteria

* Intangible assets may have been incorrectly detailed in IAS 38 for that given project.

capitalised and not conform with the 6 step
criteria detailed in IAS 38. = Additions in the period have been tested

and agreed to supporting timesheet analysis

* The carrying value of the development cost as all costs capitalised in the year relate to

may be overstated and therefore, time spent by developers and artists. This
irrecoverable. was corroborated through discussions with

the CEO as to which employees spent time

e Inappropriate useful economic lives may during the period working on developing

have been attributed to assets recognised intangibles
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How the scope of our audit addressed the key

Key Audit Matter .
audit matter

The Group carries a material amount in relation ®* We  have  reviewed  management’s

to intangible assets capitalised for costs impairment assessment and are satisfied
associated with development of virtual reality that the intangible balance is free from
experiences. As a result, the following risks may

impairment. This is supported by Titanic

arise: being the first product to launch and the

¢ Intangible assets may have been incorrectly amount capitalised has been compared to
capitalised and not conform with the 6 step sales volumes in the subsequent 3 months
criteria detailed in 1AS 38. from the launch date.

o The carrying value of the development cost ® The amortisation balance and accounting

may be overstated and therefore, policy have heen tested in reference to the
irrecoverable. market. The VR experiences are to be
amortised over a 3 year period which is in

¢ |nappropriate useful economic lives may line with competitors who typically amortise
have been attributed to assets recognised over 2-5 years. VREH has applied the

amortisation charge on a consumption basis
meaning that the charge is more heavily
weighted in the first 6-12 months from the
date of launch, when sales are expected to
be at their highest. This prudent approach is
deemed to be appropriate.

= See note 14 ‘Intangible assets’ for valuation
and disclosure of development costs.

Other information

The other information comprises the infgrmation included in the annual report, other than the
financial statements and our auditar’s report thereon. The directors are responsible for the other
information. Our opinion on the group and parent company financial statements does not cover the
other infarmation and, except to the extent otherwise explicitly stated in our report, we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If we identify such material inconsistencies or apparent material misstatements, we are
required to determine whether there is a material misstatement in the financial statements or a
material misstatement of the other information. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information, we are required to report
that fact.

We have nothing to report in this regard.
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Opinions on other matters prescribed by the Companies Act 2014

Based solely on the work undertaken in the course of the audit, we report that:

* In our opinion, the information given in the directors’ report is consistent with the financial
statements; and

s In our opinion, the directors’ report has been prepared in accordance with the Companies Act
2014.

We have obtained all the information and explanations which we consider necessary for the purpose
of our audit. In our opinion, the accounting records of the Company were sufficient to permit the
financial statements to be readily and properly audited and the Company’s statement of financial
position and the statement of other comprehensive income is in agreement with the accounting
records.

Matters on which we are required to report by exception

Based on the knowledge and understanding of the company and its environment obtained in the
course of the audit, we have not identified material misstatements in the directors’ report. The
Companies Act 2014 requires us to report toe you if, in our opinion, the disclosures of directors’
remuneration and transactions required by Sections 305 to 312 of the Act are not made.

Responsibilities of directors

As explained mare fully in the directors’ responsibilities statement, the directors are responsible for
the preparation of the group and parent company financial statements and for being satisfied that
they give a true and fair view, and for such internal control as the directors determine is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due
to fraud or error.

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

Auditor’s responsibilities for the audit of the financial statements

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

A further description of our responsibilities for the audit of the financial statements is located on the
IAASA’s website at: https://www.izasa.e/Publication:/Auditing-standards/

This description forms part of our auditor’s report.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF VR EDUCATION HOLDINGS PLC {continued)

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Section 391 of
the Companies Act 2014. Our audit work has been undertaken so that we might state to the
Company's members those matters we are required to state to them in an auditor’s report and for no
other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone, other than the company and the company's members as a body, for our audit work, for this
report, or for the opinions we have formed.

Alistair Roberts (Senior Statutory Auditor) 1 Westferry Circus

For and on behalf of PKF Littlejohn LLP Canary Wharf

Statutory Auditor London E14 4HD
5 March 20153
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CONSOLIDATED STATEMENT OF TOTAL COMPREHENSIVE INCOME
for the year ended 31 December 2018

Note 2018 2017
Continuing Operations € €
Revenue 3 716,345 624,487
Cost of Sales 6 (239,701) (300,143)
Gross Profit 476,644 324,344
Administrative Expenses 6 (2,247,337) (876,858)
Other Income 5 - 60,333
Operating Loss {1,770,693) (492,181}
Fair value {loss)/gain arising on derivative financial
liabilities 11 (2,638,063} 125,764
Extinguishment Costs 9 (267,971) -
IPQ Transaction Costs i0 (237,202) (202,940)
Finance Costs 11 (29,977) (54,342)
Loss before Income Tax (4,943,906} (623,699)
Income Tax Credit 12 - -
Total comprehensive loss for the year (4,943,906) (623,699)
Earnings per Share {EPS)
Basic from continuing operations 13 {0.026} -

The accompanying notes on pages 35-62 form an integral part of these financial statements.

28



VR EDUCATION HOLDINGS PLC

CONSCLIDATED STATEMENT OF FINANCIAL POSITION

at 31 December 2018
Note 2018 2017
€ €
Nan-Current Assets
Property, Plant & Equipment 14 59,541 57,300
Intangible Assets 15 956,550 435,791
1,016,091 493,091
Current Assets
Trade and other receivables 17 394,113 238,315
Cash and short term deposits 18 3,485,186 103,577
3,879,299 341,892
Total Assets 4,895,391 834,983
Equity and Liabilities
Equity Attributable to Shareholders
Issued share capital 19 193,136 -
Share premium 19 21,587,539 -
Cther reserves 20 (11,314,729) 157,280
Retained earnings 21 (5,765,750) (821,844)
Total Equity 4,700,196 {664,564}
Non-Current Liabilities
Interest bearing loans and borrowings 24 - 307,180
Derivative financial liabilities