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emerchantpay Group
Limited

STRATEGIC REPORT

Principal activity

The principal activity of the Group continues to be the provision of payment services to merchants including the
provision of payment gateways and approval technology enabling merchants to accept payments by debit and credit
cards and a large variety of other payment methods. The Group continues to expand its international capabilities
through the addition of new payment solutions, both to pay in and pay out, as well as continuing to grow its
geographic presence.

Market focus

The Group's strategy of being a one-stop shop for payment solutions for merchants and partners alike continues.
Payment solutions globally continue to be added to the Group’s offering in line with demand of its target markets.
The Group has launched its payment services business in India offering access to the Indian market to its
international merchants and also facilitating medium to large Indian merchants targeting international markets. As
part of this overall development, the Group’s subsidiary in India has applied for the new Aggregator Licence which
will allow us to grow the local business.

Shortly after year end the business in Brazil went live enabling international merchants to target the local Brazilian
market. As this continues to grow this strategy will also go live in Mexico and Argentina.

Ground work has commenced on the delivery of a similar strategy and presence in South East Asia.

This year has seen the continued development and integration of the various elements to enable the launch in the
USA which, following a period of testing will go live in early 2022.

The sales teams in the Netherlands, Germany and the UK have continued to target defined sectors and are being
successful in attracting an ever growing portfolio of merchants across those sectors to the various business lines
within emerchantpay. This strategy will continue through the following years and will be developed and refined to
ensure success.

While having a select number of specific target sectors the Group supports payment requirements and seeks
solutions for all business sectors so long as they are legal. The Group is sensitive to the ever changing regulatory
environment as well as political and cultural sensitivities so the Group’s technology has been developed with the
capability to manage these factors in multiple ways.

Brexit

On 31 January 2020 the UK left the European Union with a Withdrawal Agreement (“Brexit”). The Withdrawal
Agreement included a transition period, which ended on 31 December 2020. During this period EU law continued to
apply in the UK, including the passporting regime. The passporting regime permitted electronic money institutions
(under the Electronic Money Directive 2009/110/EC) to access the single market for financial services without the
need for further authorisation. The UK’s participation in the passporting regime ended on 31 December 2020. Up to
and including the 31st December 2020 emerchantpay Limited, the licenced entity in the Group, passported its
electronic money and payment services permissions across the EEA. From 31 December 2020, emerchantpay
Limited could no longer rely on its UK permission to issue e-money and provide payment services throughout the
single market, to the extent it had relied on such permission in the relevant countries.

emerchantpay Limited continues to operate its business under and in compliance with its UK permission. It
acknowledges the regulatory framework that could apply to its activities in relation to its customers outside of the UK.
During the period 1 January 2021 to December 2021 there is a risk in certain jurisdictions that the local supervisory
authority may consider the emerchantpay business did not comply with national regulations. To date it has not
received notice from any supervisory authority of any such potential non-compliance.
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STRATEGIC REPORT (continued)

Consequently, on 11 January 2021 the Group had entered into an arrangement with a Lithuanian entity that has
similar electronic money and payment services permissions passported across the EEA to take on the European
merchants of its acquiring business under a BIN sponsorship agreement and an outsourcing agreement. The
Lithuanian entity is authorised by the Bank of Lithuania as an electronic money institution to issue electronic money
and provide certain payment services. This agreement was entered into to support the group’s activities with
customers outside of the UK and operate in accordance applicable regulations. Both entities had jointly initiated the
sponsorship of the Lithuanian entity as an associate member of the card schemes under emerchantpay Limited’s
principal membership, the opening of multiple currency safeguarding bank accounts with an approved credit
institution and the necessary approvals from the Bank of Lithuania. These were all completed by August 2021 and
therefore during the period from 1 January 2021 to 31 August 2021 emerchantpay Limited operated under and in
compliance with its UK permissions. In the period from 1 September 2021 to 1 December 2021 all of the existing
portfolio of European merchants were boarded by the Lithuanian firm along with newly acquired merchants.

Business activities and performance indicators

The Group's business activity continues to be structured around three distinct profit centres reaching across legal
entities. These are:

PSP (Payment Services Provider) — providing a large number of international payment solutions to merchants
through contracting with a number of card acquiring banks and international alternative payment solutions. The PSP
profit centre is operated under the brand name emerchantpay.

Card Acquirer — currently focussed on the UK and European markets offering debit and credit card acquiring
services to merchants in the UK and Europe. Merchants are sourced through PSPs and ISO’s, including the
emerchantpay PSP, both for e-commerce and card present. This profit centre is operated under the brand name E-
Comprocessing.

eWallet and prepaid card — the eWallet has been successfully launched and has attracted a significant
number of merchants and international consumers. It is now contributing positively to the Group’s results. The initial
prepaid card offering was limited and has been withdrawn. The Group will launch, at the end of 2021, a new prepaid
and debit card product targeting fintech organisations.

Organisationally the Group continues to operate with its main operational activities out of Sofia, Bulgaria with local “in
time zone” hubs to support underwriting, customer services and similar where required.

The Lithuanian company the Group has partnered with has a core business of the provision of banking services through
the issuing of IBANs. This is seen as being complementary to the existing emerchantpay business lines and is being’
jointly developed to provide an attractive international banking service. While not yet an emerchantpay business the
Group’s share of revenue from the IBANs and the benefits these will have in attracting and retaining merchants will be
of benefit to the Group’s overall performance.

Processing volumes continue to be the key metric by which the Group’s performance is monitored, followed by gross
profit and gross profit margin. These drive the resourcing requirements and therefore the expense base and the
ultimate profitability of the Group. The financial year 2020/21 has been one of great achievement with the processing
volumes of the PSP division growing by 85%, for the card acquiring division by 127.3% and the e-money division by
1,771.9%. The Group’s gross profit (revenue less direct expenses) has increased by 34.1%. Gross profit margin has
decreased from 40.61% to 31.47% as a result of an increase in focus on lower to medium risk merchants generating a
lower margin in the acquiring division.

Volume 2021 2020 Increase

$000s $000s - %
PSP activity 2,089,573 1,129,356 85.0
Acquiring activity 3,579,790 1,575,160 127.3
E-money activity 7,057 377 1,771.9

Total 5,676,420 2,704,893 109.9




DocuSign Envelope ID: 4BFSB0A2-61 EB-43B9-8860-9E0F7D30BBSE
emerchantpay Group Limited

Registered number: 11266486

STRATEGIC REPORT (continued)

2021 2020 Increase

$ $ %

Gross Profit 47,444 131 35,382,723 34.1
Gross Profit Margin 31.47% 40.61%

2020/21 has clearly been a year of achievement and the Board recognises that some of this is due to a market surge
in crypto-currency activity in Q2 of 2021 but with the ongoing delivery of existing growth plans and new opportunities
being developed the Board are confident that the Group is well positioned to continue its growth and development in
the coming years.

Business review

This year’s financial performance of the core businesses has been strong with operating profits increasing from $13.8
million to $16.6 million with significant growth seen in the processing volumes of all business lines. The Group moves
into the new financial year in a strong position with a range of new products and geographies coming online.

The Group’s strategy of adding one major card acquiring partners to its portfolio each year continues. This along with
delivering merchant portfolios in line with acquirer expectations has enabled the continued growth of the higher risk
and higher margined sectors offsetting the growth in the lower risk and margin sectors thereby protecting the Groups
revenues.

The Directors and Senior Management Team are committed to the ongoing delivery of additional product and
solution capabilities and have re-arranged certain responsibilities to put appropriate focus and expertise to specific
activities. The strength and capability of the group continues to grow and develop.

Review of Trading Results

Across the Group processing volumes increased by $2,972 million (109.9%), revenues increased by $63.6 million
(73.0%) while operating profits increased by $2.8 million (19.9%), reflecting a share-based compensation charge of
$1.3 million compared to a release of $1.0 million in 2020. Profit before tax increased by $2.3 million (up 16.4%) to
$16.3 million. '

The Group’s cash and bank balances are $34.5 million (2020 $27.8 million). The equity of the Group now stands at
$72.6 million (2020 $58.4 million).

Position of the Group at Year End

The Group ended the financial year 2021 in a strong position with extensive plans for the continued growth of the
business lines internationally and funds to support that growth. The Directors recognise the need for ongoing
business development and feel that within the existing plans there is substantial potential for further growth in existing
markets and opportunities for expansion into new markets in the coming years.

The PSP business will continue to grow as the Group develops relationships with new acquiring partners, additional
Alternative Payments Methods (APM’s) and continues its expansion into new geographies.

The Acquiring business has continued to grow and is expected to grow in the future as it adds PSPs/ISOs to its
portfolio. These are now bringing a wider and more balanced range of merchants which is facilitating the growth. As
mentioned above the card acquiring business will be launched in the USA under a BIN rental deal early in 2022. The
go to market strategy and ongoing development has been agreed and the Board are looking forward to seeing this
succeed.

The eWallet is now contributing to the Group’s earning and it is expected that, now there is a degree of traction, this
will grow significantly to be a major contributor in future years. Significant demand has been seen for the prepaid and
debit card offering and it is expected that this will quickly contribute.

The Directors recognise that the success of the Group is dependent upon continued growth opportunities and they
will work along with the Senior Management to ensure the Group continually evolves.
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Principal Risks and Uncertainties

The Directors believe that the growth plans of the business through geographic spread and the continued addition of
new payment solutions are the best protection against adverse economic or other risks.

Covid19 Risk

The Group has, in all locations, addressed the problems caused by the Covid-19 pandemic. In all locations the
Group follows at a minimum the local Government legislation and guidance. This includes enabling all staff to work
from home, enhanced cleaning and disinfection in office premises and adherence to space requirements.

The Group is committed to supporting its staff throughout the pandemic and will continue to ensure that best practice
is followed.

The Group has continued to deliver against its strategy successfully and the latest financial year has seen substantial
growth in all areas. The risks associated from merchants with an extended delivery model (travel, event ticket sales
and similar) have been successfully managed through communication and co-operation and no material losses have
resulted.

Technology Risk

Technology is critical to ensuring the delivery of a market-leading product and service to the Group’s merchants. The
“payment gateway” is the front-end technology that clients experience. The Group has its own payment gateway which
is being used in two instances. Firstly, it is the front-end for the acquiring business connecting a number of 1ISO’s and
PSP’s to the processor, Omnipay. The second instance is used by the PSP to connect all merchants to the contracted
payment solutions. Both instances of the gateway have significant risk management capabilities which are essential
in the management of risk exposure. The PSP instance of the gateway is also used to route all inward and outbound
payment transaction for the e-Wallet.

There are a number of core risks that could affect the Group's key technology, namely:

Data Security Risk: the safe transmission and storage of personal and transactional information is key to the success
of the business. The Group therefore ensures that all-appropriate technology is certified as Payment Card Industry
Data Security Standard (PCI DSS) Level 1 and that technology that does not need to be certified as such, but which is
customer facing is maintained and operated in a PCI DSS Level 1 environment.

Cyber Attack: the risk of a DDOS attack is very real these days and the Group has experienced a number of attempts
in the last few years as unfortunately commonly experienced by other PSPs and e-commerce merchants. All market
facing software has the appropriate DDOS protection.

Regulatory Risk

The international regulatory landscape for the payments industry is constantly changing. It is important that
emerchantpay remains fully aware of all proposals and changes in the countries where it operates and adopts changes
and requirements promptly. This enables the Group to ensure the continuation of service to its clients.

The regulatory risk relating to Brexit has been addressed within the Brexit section of the Strategic Report.
Merchant Credit Risk

emerchantpay has always taken the credit risk of its merchants from its partner acquiring banks. This exposes the
Group to the contractual liability of merchants to deliver the goods and services as advertised and/or refund the
associated payments.

To mitigate this exposure emerchantpay employs a number of tools including a significant investment in fraud and risk
protection tools, the adoption of rolling credit reserves and the delay in settlement to merchants.

In the accounts for the year there is $948,388 (2020 $232,657) for merchant credit write-off.
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Settlement Risk

In processing payment transactions emerchantpay is required to remit the proceeds it receives from the schemes to
settle the transactions of its merchants. Failure to settle those transactions, either because funds have not been
received or emerchantpay’s (or its partner banks) systems have failed would expose emerchantpay breaching it
merchant contracts exposing it to legal, financial and reputational consequences.

To mitigate this emerchantpay's designated bank accounts are monitored and reconciled daily ensuring that any
rejected or unexpected payments are identified and corrected as soon as possible. The funds received daily are also
reconciled to scheme settlement reports to ensure that the appropriate level of funds have been received and that
there is sufficient liquidity to allow emerchantpay to meet its obligations to its merchants.

Financial Risk

emerchantpay operates across the globe and in multiple currencies so as a result is exposed to a number of financial
risks including foreign exchange risks and interest rate risks.

Approved by the Board of Directors and signed on behalf of the Board

Sﬁ,(‘u,w Dickson
S R Dickson
Director

Date: 4 February 2022
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Directors’ report

For the year ended 31 August 2021

The directors present their report and the financial statements for the year ended 31 August 2021.

Results and dividends

The profit for the year, after taxation, amounted to $12,900,641 (2020: $11,932,501). There were no dividends
declared or paid in the year under review (2020: $SNIL).

In May 2017, the Group made an investment of $3,500,000, through an investment vehicle, in a Registered EU
payment institution, which was also a subsidiary of a fully licenced and regulated European Bank specialising in
online trading and investment across global financial markets. At the 31t August 2021 the Group’s investment
represents approximately 1.4% (2020: 2.3%) of the issued share capital of the payment institution. The decrease
in the holding was due to an increase in the share capital of the payment institution. The Directors obtained
financial information in 2018, including KP!s and a major transaction in July 2018, regarding the investment and
assessed that the value of the investment had increased in value to $7,050,800 at 31 August 2018. Since that
date no formal revaluation of the investment has been carried out and no additional financial information is
available. However, the business of the investment has continued to grow, and in February 2020 it was granted a
banking license in Luxemburg. The Directors understand that the major shareholder revalued the business as a
bank during 2020 however the Group has not been able to obtain information enabling it to revalue the business
at 31 August 2021 and on the basis that the business is now a bank and there is no indication that there has
been a diminution in the value of the investment, the Directors consider that the carrying value as reported at 31
August 2020 represents the best estimate of fair value as at 31 August 2021.

Directors
The directors who served during the year were
J Reynisson "

S R Dickson
A R Goslar

Future developments

The directors expect the Group to continue to develop and grow profitably as the current business lines continue
to grow and geographies and products are launched. This is highlighted within the ‘Market Focus’ section of the
Strategic Report.

Disclosure of information to auditor

The directors confirm that:

e so far as each director is aware, there is no relevant audit information of which the Group's auditor is
unaware; and

e the directors have taken all the steps that they ought to have taken as directors in order to make themselves
aware of any relevant audit information and to establish that the Group’s auditor is aware of that information.

Impact of Covid 19

The board can report that there has been no discernible negative impact on the Group’s business from Covid-19,
although it remains alert to that possibility.

Our results for the year ended 31 August 2021 show that processing volumes grew over year ended 31 August
2020 by $2,972 million, a growth of 109.9% as the group has continued to deliver on its growth and development
plans.
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Volumes and margins for the current financial year continue to be in line with our expectations, and not
withstanding macroeconomic and political uncertainty, we expect to deliver further progress this year.

All staff members of the Group are enabled to work from home and we are supporting good hygiene and social
distancing for all in our offices where appropriate.

Indemnity provision

The Group has made qualifying third party indemnity provisions for the benefit of its directors which were made
during the year and remain in force at the date of this report.

Post balance sheet events

In early December 2021 emerchantpay Limited, a wholly owned subsidiary of emerchantpay Group Limited,
injected €12 million into its affiliated company, UAB Phoenix Payments for required capital restructuring to ensure
the ongoing strength of the business. UAB Phoenix Payments is the Lithuanian company supporting
emerchantpay’s European acquiring portfolio and its ongoing operation is critical to the Group.

There have been no other significant events affecting the Group since the year end.

Auditors

Under section 487(2) of the Companies Act 2006, Grant Thornton UK LLP will be deemed to have been
reappointed as auditor 28 days after these financial statements were sent to members or 28 days after the latest
date prescribed for filing the accounts with the registrar whichever is easiest.

Directors’ Section 172(1) Statement

The Board acknowledges its responsibility under section 172(1) of the Companies Act 2006 and below sets out
the key processes and considerations that demonstrate how the Directors promote the success of the Company.

The below statement sets out the requirements of the Act, section 172(1), and note how the Directors discharge
their duties.

The Board meets on a regular basis with information circulate in advance to allow the Directors to fully
understand the performance and position of the Group, alongside matters arising for decision. Factors (a) to (f)
below, are al! taken into account during the decision making process.

a) The likely consequences of any decision in the long term
Supporting each decision, the Board review relevant information including financial forecasts, due diligence,
as well as non-financial factors and how the decision fits with the strategy of the Group.

The Group has a long term strategic plan, as detailed in the Market Focus section of the Group Strategic
Report, which is a financial plan supported by market and product development plans. Strategy is regularly
reviewed by the board and strategic thinking is intrinsic to future decision making processes. Where
appropriate, the Board will delegate responsibility to the management team.

b) The interest of the Company’s employees
The Directors actively consider the interest of employees in all major decisions. People are regularly
discussed at the Board level where attrition rates, reasons for leaving and employee satisfaction are
discussed. The Directors encourage feedback from all levels of the business and take this into account when
making decisions.

The Group maintain a.share-based payment scheme to attract senior talent and which is used for incentive
compensation. At 31st August 2021 six senior employees were members of the scheme.

¢) The need to foster the Company’s business relationships with suppliers, customers and others
The Directors have identified the stakeholders of the Group and review regularly to ensure adequate
communication and engagement is ongoing with each group.

The Group's stated Strategic priority is to become a one-stop shop for payment solutions for merchants and
partners alike. Page 1, within the Strategic Report, discusses how the Group continues to develop different
markets and products to meet this goal.
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We maintain strong working relationships with all our supplies including the card schemes, acquiring banks
and ISO's. For key suppliers we perform diligence around their financial stability and viability.

d) The impact of the Company’s operations on the community and environment
The Group takes its responsibility within the community and wider environment seriously and acknowledge
that more can be done. However, our SECR report below sets out key environmental policies undertaken.
emerchantpay is a global group and has based itself in strategic locations for the long term.

The company has a relatively low carbon footprint but acknowledge improvements can always be made and
the Directors encourage video calling rather than air travel. The Group also looks to engage with local
environmental schemes such as the UK Cycle to Work Scheme.

e) The desirability of the company to m'aintain a reputation for high standards of business conduct
The Directors and the Company are committed to high standards of business conduct and governance.

As the Groups strategic priority is to become a one-stop shop for payment solutions for merchants and
partners alike the Directors believe the wider reputation and cultural conduct is a big part of product
reputation.

Where there is a need to seek advice on particular issues, the Board will seek advice from its lawyers and
nominated advisors to ensure the consideration of business conduct, and its reputation is maintained.

f) The need to act fairly between members of the Group .
The Directors seek and obtain feedback from shareholders and incorporate feedback into its decision
making process.

Streamlined Energy and Carbon Reporting (SECR):

We recognise the need to commit to environmentally responsible operations as part of our commitment to
creating a healthy planet for our people, our partners and our local communities to prosper. The significant
reduction in the office use and travel by our workforce during the Covid-19 pandemic has provided an
unexpected opportunity for us to identify more actions that can help to reduce our environmental imbact as we
adapt to the change and establish new ways of working.

Environmental Policies:

Minimum energy and water usage in our building and minimise waste
Encourage employees to use video calling rather than air travel

Signed up to the UK Government Cycle to Work scheme

Installation of a smart meter in one our offices to efficiently manage energy use

Energy and carbon reporting

The group is committed to monitoring, reporting on, and reducing its environmental impact in relation to energy -
consumption. In line with the Streamlined Energy and Carbon Reporting (SECR) legislation, the Group has
monitored and reported on its UK energy use and related Scope 1 and 2 Greenhouse Has (GHG) emissions, in
addition to Scope 3 indirect emissions.

UK carbon footprint assessment 31 August 2021 31 August 2021 31 August 2020 31 August 2020
(kWh) (tonnes of CO2) (kWh) (tonnes of CO2)

Emissions from:

Scope 1 - direct emissions 13,085 2 11,150 2
Scope 2 — indirect emission 86,776 18 86,272 22
Total scope 1 and 2 emissions 99,871 20 97,422 24
CO2 ratio (tonnes of per UK employee) n/a 0.79 n/a 1.09

Scope 3 - other indirect emissions - - - -

Total (all scope 1, 2 and 3) 99,871 20 97,422 24
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Methodology:

The Group’s GHG emissions were calculated by taking the kWh electricity and gas used in Group UK offices
from utility bills and multiplying it by a rate of 0.210 kg of CO2 per kWh of electricity (2020: 0.256kg) and 0.184
kWh of gas (2020: 0.184) Greenhouse gas reporting: conversion factors 2021 - GOV.UK (www.gov.uk)

Scope 1 relates to energy use of gas in UK offices.
Scope 2 activity is energy use of electricity in UK offices.

Scope 3 activity is energy use and related emission from business travel in rental cars or employees owned
vehicles where the company is responsible for purchase of fuel, however no such arrangements exist.

Going Concern

The Group's business activities, together with the factors likely to affect its future development, performance and
position are set out in the Business Review which forms part of the strategic report on page 1 to 5.

The Group meets its day to day working capital requirements through cash flow from profits which together with
existing funds held in corporate accounts with its bankers are sufficient to fund present commitments. Note 29 to
the financial statements includes the Group's objectives, policies and processes for managing its exposure to
market risk, foreign currency risk, credit risk and liquidity risk. Note 30 includes details of its financial instruments
and Note 31 includes the Group’s objectives, policies and processes for managing its capital.

The Group’s underlying operating business is cash generative. As at the balance sheet date, the Group had cash
balances of $34.5m.

Following Brexit on 1 January 2021 the Group has put in place BIN rental and outsourcing agreements with a
Lithuanian e-money institution. These have gone through the approval process with the Bank of Lithuania and
the team and infrastructure put in place. This has included the Group’s subsidiary, emerchantpay Limited, as a
principal member of Visa, MasterCard and UnionPay International, sponsoring associate membership to these
card schemes for the Lithuanian entity. All elements were in place as at the 31 August 2021 and from that date
the migration of the existing portfolio has commenced.

emerchantpay Limited continues to operate its business under and in compliance with its UK permission. It
acknowledges the regulatory framework that could apply to its activities in relation to its customers outside of the
UK. During the period 1 January 2021 to December 2021 there is a risk in certain jurisdictions that the local
supervisory authority may consider the emerchantpay business did not comply with national regulations. To date
it has not received notice from any supervisory authority of any such potential non-compliance.

Covid-19 has had a minimal impact of the going concern viability of the Group although the directors remain alert
to ongoing developments.

The Directors have prepared a cash flow forecast taking into account all expected cash flows for 12 months from
the date of signing these financial statements. The Group has run an extreme downside scenario of an
immediate reduction in sales volume, and therefore revenue, to nil. This is done to identify risks to liquidity: After
applying the downside sensitivities, the Directors have not identified any material uncertainties to the group’s
ability to continue to operate over a period of at least 12 months from the date of approval of the financial
statements. Therefore, the directors consider it appropriate to adopt the going concern basis of accounting in
preparing the financial statements.

This report was approved by the board and signed on its behalf.

Sh,p(uum D{o_(:sov\,

S R Dickson
Director

Date: 4 February 2022
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Directors’ responsibility
statement

For the year ended 31 August 2021

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

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with International Financial Reporting
Standards (IFRSs) in conformity with the requirements of the Companies Act 2006. Under company law the
directors must not approve the financial statements unless they are satisfied that they give a true and fair view of
the state of affairs and profit or loss of the company and group for that period. In preparing these financial
statements, the directors are required to:

¢ select suitable accounting policies and then apply them consistently;
¢ make judgements and accounting estimates that are reasonable and prudent;

« state whether applicable IFRSs as adopted by the European Union have been followed, subject to any
material departures disclosed and explained in the financial statements;

e 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 keeping adequate accounting records that are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company
and enable them to ensure that the financial statements comply with the Companies Act 2006. They are also
responsible for safeguarding the assets of the company and hence for taking reasonable steps for the prevention
and detection of fraud and other irregularities.

Steplu Dickson
S R Dickson

Director

Date: 4 February 2022
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Independent auditor’s report

Independent auditor’s report to the members of emerchantpay Group Limited

Opinion

We have audited the financial statements of emerchantpay Group Limited (the ‘parent company’) and its
subsidiaries (the ‘group’) for the year ended 31 August 2021, which comprise the consolidated statement of profit
or loss, the consolidated statement of comprehensive income, the consolidated statement of financial position,
the consolidated statement of changes in equity, the consolidated statement of cash flows, the company balance
sheet, the company statement of changes in equity and notes to the financial statements, including a summary of
significant accounting policies. The financial reporting framework that has been applied in the preparation of the
group financial statements is applicable law and international accounting standards in conformity with the
requirements of the Companies Act 2006. The financial reporting framework that has been applied in the
preparation of the parent company financial statements is applicable law and United Kingdom Accounting
Standards, including Financial Reporting Standard 101 ‘Reduced Disclosure Framework’ (United Kingdom
Generally Accepted Accounting Practice).

In our opinion, except for the matter described in the basis for qualified opinion section of our report and the
possible effects on the corresponding figures of that matter:

¢ the financial statements give a true and fair view of the state of the group’s and of the parent company’s
affairs as at 31 August 2021 and of the group's profit and the parent company's profit for the year then
ended;

¢ the group financial statements have been properly prepared in accordance with international accounting
standards in conformity with the requirements of the Companies Act 2006;

e the parent company financial statements have been properly prepared in accordance with United Kingdom
Generally Accepted Accounting Practice; and

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

Basis for qualified opinion

The group has an investment in a registered EU payment institution, which is a subsidiary of a fully licensed and
regulated European Bank. The investment is held at fair value through other comprehensive income and is
recorded at $7,050,800 on the consolidated statement of financial position as at 31 August 2021. This valuation
was determined based on a share valuation of a historical transaction, used as an approximation to fair value.
We were unable to obtain sufficient appropriate audit evidence about the carrying amount of the group’s
investment as at 31 August 2021 because management do not have access to the financial information required
to undertake a valuation of its share of the company. Consequently, we were unable to determine whether any
adjustments to the carrying value of the investment were necessary.

Our opinion on the financial statements for the periods ended 31 August 2019 and 31 August 2020 were modified
due to the same matter as we were unable to determine whether any adjustment to the carrying value of the
investment at 31 August 2019 and 31 August 2020 was necessary or whether there was any consequential effect
on other comprehensive income for the years ended 31 August 2020 and 31 August 2021. Our opinion on the
current period's financial statements is also modified because of the possible effect of this matter on the
comparability of the current period'’s figures and the corresponding figures.

We conducted our audit in accordance with International Standards on Auditing (UK) (1ISAs (UK)) 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 are independent of the group and the parent company in
accordance with the ethical requirements that are relevant to our audit of the financial statements in the UK,
including the FRC's Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with
these requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our qualified opinion.

"
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Independent auditor’s report

(continued)

Conclusions relating to going concern

We are responsible for concluding on the appropriateness of the directors’ use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the group’s and the parent 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 report to the
related disclosures in the financial statements or, if such disclosures are inadequate, to modify the auditor’s
opinion. Our conclusions are based on the audit evidence obtained up to the date of our report. However, future
events or conditions may cause the group or the parent company to cease to continue as a going concern.

In our evaluation of the directors’ conclusions, we considered the inherent risks associated with the group’s and
the parent company's business model including effects arising from macro-economic uncertainties such as Brexit
and Covid-19, we assessed and challenged the reasonableness of estimates made by the directors and the
related disclosures and analysed how those risks might affect the group’s and the parent company’s financial
resources or ability to continue operations over the going concern period.

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the group’s and the parent company's
ability to continue as a going concern for a period of at least twelve months from when the financial statements
are authorised for issue.

w
In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of
accounting in the preparation of the financial statements is appropriate.

The responsibilities of the directors with respect to going concern are described in the ‘Responsibilities of
directors for the financial statements’ section of this report.

Other information

The directors are responsible for the other information. The other information comprises the information included
in the annual report, other than the financial statements and our auditor's report thereon. Our opinion on the
financial statements does not cover the other information 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.

As described in the basis for qualified opinion section of our report, we were unable to satisfy ourselves
concerning the valuation of an investment of $7,050,800 held at 31 August 2021. We have concluded that where
the other information refers to the investment balance or related balances such as other comprehensive income,
it may be materially misstated for the same reason.
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Independent auditor’s report

(continued)

Opinions on other matters prescribed by the Companies Act 2006

We were unable to obtain sufficient appropriate audit evidence about the carrying amount of the group’s
investment as at 31 August 2021 which is recorded at $7,050,800 on the consolidated statement of financial
position. Consequently we were unable to determine whether any adjustment to this amount was necessary. In
addition, were any adjustment to the investments balance to be required, the directors’ report would also need to
be amended.

Except for the possible effects of the matter described in the basis for qualified opinion section of our report, in
our opinion, based on the work undertaken in the course of the audit:

e the information given in the strategic report and the directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

« the strategic report and the directors’ report have been prepared in accordance with applicable legal
requirements.
Matter on which we are required to report under the Companies Act 2006

Except for the matter described in the basis for qualified opinion section of our report, in the light of the
knowledge and understanding of the group and the parent company and its environment obtained in the course
of the audit, we have not identified material misstatements in the strategic report or the directors’ report.

Matters on which we are required to report by exception

Arising solely from the limitation on the scope of our work relating to the carrying value of an investment, referred
to above:

* we have not obtained all the information and explanations that we considered necessary for the purpose of
our audit.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006
requires us to report to you if, in our opinion:

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

e the parent company financial statements are not in agreement with the accounting records and returns; or

o certain disclosures of directors’ remuneration specified by law are not made.

Responsibilities of directors for the financial statements

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the
preparation of the 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 financial statements, the directors are responsible 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.
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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 1SAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council’'s website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our
auditor’s report.

Explanation as to what extent the audit was considered capable of detecting irregularities, including
fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures
in line with our responsibilities, outlined above, to detect material misstatements in respect of irregularities,

. including fraud. Owing to the inherent limitations of an audit, there is an unavoidable risk that material
misstatements in the financial statements may not be detected, even though the audit is properly planned and
performed in accordance with the ISAs (UK).

The extent to which our procedures are capable of detecting irregularities, including fraud is detailed below:

e We obtained an understanding of the legal and regulatory frameworks that are applicable to the company and
determined that the most significant are those that relate to the reporting frameworks being international
accounting standards, the Companies Act 2006, the FCA rules and guidance, Electronic Money Regulations
2011 and the relevant tax compliance regulations in the jurisdictions in which the company operates;

* We understood how the group and company is complying with those legal and regulatory frameworks by
making enquiries of management and those responsible for legal and compliance procedures. We
corroborated our enquiries through our review of board minutes and consultation with an external legal
advisor on potential risks;

¢ We assessed the susceptibility of the group's financial statements to material misstatement, inciuding how
fraud might occur, by evaluating management's incentives and opportunities for manipulation of the financial
statements. This included the evaluation of the risk of management override of controls. We determined that
the principal risks were in relation to:

- potential management bias in determining accounting estimates, especially in relation to the calculation
of impairment of intangible assets;

- the occurrence of revenue;

- accounting for new contracts; and

- the journal entry process;

¢ Our audit procedures for significant components included in the scope of our audit involved: journal entry
testing, with a focus on year end journals and journals indicating large or unusual transactions based on our
understanding of the business; challenging assumptions and judgements made by management in its
significant accounting estimates and judgements and review of the accounting for revenue and new contracts.
In addition, we completed audit procedures to conclude on the compliance of disclosures in the accounts with
applicable financial reporting requirements.

These audit procedures were designed to provide reasonable assurance that the financial statements were
free of fraud or error.

14
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These audit procedures were designed to provide reasonable assurance that the financial statements were
free from fraud or error. The risk of not detecting a material misstatement due to fraud is higher than the risk
-of not detecting one resulting from error and detecting irregularities that result from fraud is inherently more
difficult than detecting those that result from error, as fraud may involve collusion, deliberate concealment,
forgery or intentional misrepresentations. Also, the further removed non-compliance with laws and regulations
is from events and transactions reflected in the financial statements, the less likely we would become aware
of it;

Assessment of the appropriateness of the collective competence and capabilities of the engagement team
included consideration of the engagement team's:

- understanding of, and practical experience with audit engagements of a similar nature and complexity
through appropriate training and participation

- knowledge of the industry in which the client operates

- understanding of the legal and regulatory requirements specific to the entity/regulated entity including:
o the provisions of the applicable legislation
o the regulators rules and related guidance, including guidance issued by relevant authorities

that interprets those rules

o the applicable statutory provisions

We did not identify any matters relating to non-compliance with laws and regulation or relating to fraud;
In assessing the potential risks of material misstatement, we obtained an understanding of:

- the entity's operations, including the nature of its revenue sources, products and services and of its
objectives and strategies to understand the classes of transactions, account balances, expected financial
statement disclosures and business risks that may result in risks of material misstatement.

- the applicable statutory provisions "

- the entity's control environment

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members
those matters we are required to state to them in an auditor's report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the
company's members as a body, for our audit work, for this report, or for the opinions we have formed.

ool Coden X NP

Nicholas Watson

Senior Statutory Auditor

for and on behalf of Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
London

4 February 2022
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Consolidated statement of-
profit or loss

For the year ended 31 August 2021

Notes 2021 2020

$ $

Revenue 7 150,758,780 87,136,063

Other income 21,790 -
Direct expenses (103,314,649) (51,753,340)
Employee benefits expenses 8 (20,939,984) (14,577,241)

Share-based payments 9 (1,321,320) 1,005,172
Depreciation, amortisation and impairment of non-financial assets 10 (1,218,690) (1,251,671)
Other expenses (7,382,917) (6,710,047)

Operating profit 10 16,603,010 13,848,936
Share of loss from associate 15 (220,800) (7,988)
Finance costs 11 (288,367) (144,010)

Finance income : 11 182,660 280,574

Profit before tax 16,276,503 13,977,512
Tax expense 12 (3,375,862) (2,045,011)

Profit for the year 12,900,641 11,932,501

All amounts relate to continuing operations.

The notes on pages 24 to 76 form part of these financial statements.
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Consolidated statement of
Comprehensive Income

For the year ended 31 August 2021

Notes 2021 2020
$ $

Profit for the year 12,900,641 11,932,501
Other Comprehensive Income:
ltems that can be reclassified subsequently to profit or loss:
Fair value through other comprehensive income financial 16 435,678 763,767
asset gains
Income tax relating to items that will be reclassified 17 (516,142) (265,582)
Other comprehensive income for the year, net of tax (80,464) 498,185
Total comprehensive income for the year 12,820,177 12,430,686

The notes on pages 24 to 76 form part of these financial statements
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Consolidated statement of
financial position

As at 31 August 2021

Notes 2021 2020
$ $

Assets
Non-current
Intangible assets 13 5,068,987 2,251,769
Property, plant and equipment 14 3,049,087 3,379,074
Investment in associate 15 1,465,600 1,686,400
Other long-term financial assets : 16 29,250,448 26,550,409
Other long-term assets 7 79,986 26,891
Non-current assets ' 38,914,108 33,894,543
Current
Inventories 18 729,774 295,247
Trade and other receivables 19 21,559,383 13,499,246
Other short-term financial assets 20 - 350,000
Corporation tax recoverable 19 917,212 625,831
Cash and cash equivalents 21 34,477,839 27,800,661
Current assets 57,684,208 42,570,985
Total assets 96,598,316 76,465,528

The notes 6n pages 24 to 76 form part of these financial statements
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Consolidated statement of
financial position (contnues)

As at 31 August 2021

Notes 2021 2020
$ ' $

Equity and Liabilities
Equity
Share capital 22 1,000,000 1,000,000
Group reorganisation reserve 5.17 (999,900) (999,900)
Treasury reserve 5.17 (235,000) (250,000)
Retained earnings ‘ 67,356,441 53,149,480
Other components of equity 5.17 5,439,141 5,519,603
Total equity 72,560,682 58,419,183
Liabilities
Non-current
Deferred tax liabilities 17 2,688,071 1,711,553
Lease liabilities over one year 26 2,325,841 2,717,672
Non-current liabilities 5,013,912 4,429,225
Current
Pension and other employee obligations 23 , 2,718,020 1,903,635
Trade and other payables 24 15,622,123 11,224,262
Lease liabilities 26 458,988 489,223
Current tax liabilities 224,591 -
Current liabilities 19,023,722 13,617,120
Total liabilities 24,037,634 18,046,345
Total equity and liabilities 96,598,316 76,465,528

The financial statements were approved and authorised for issue by the board and were signed on its behalf on 4
February 2022.

S{'LF‘AUA, Dikson.

S R Dickson
Director

The notes on pages 24 to 76 form part of these financial statements
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—  Consolidated statement of
changes in equity

For the year ended 31 August 2021

Share Group Re- Treasury Retained Other  Total equity
capital organisation Reserve earnings components
Reserve of equity
$ $ $ $ $ $
Balance at 31 August 2019 1,000,000 (999,900) (250,000) 42,419,829 5,021,418 47,191,347
Employee share-based .- - - (1,005,172) - (1,005,172)
compensation
Profit for the year - - - 11,932,501 - 11,932,501
Other Comprehensive Income - - - - 498,185 498,185
IFRS 16 adjustment - - - (197,678) - (197,678)
Balance at 31 August 2020 1,000,000 (999,900) (250,000) 53,149,480 5,519,603 58,419,183
Employee share-based - - - 1,321,320 - 1,321,320
compensation
Profit for the year . - - - 12,900,641 - 12,900,641
Other Comprehensive Income - - - - (80,462) (80,462)
Shares exercised from - - 15,000 (15,000) - -
Employee Benefit Trust
IFRS 16 adjustment - - - - - -
Balance at 31 August 2021 1,000,000 (999,900) (235,000) 67,356,441 5,429,141 72,560,682

The notes on pages 24 to 76 form part of these financial statements

20






