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Who We Are

A global technology leader

- shaping the future of payments

RS2 Group is one of the world’s leading providers of omni/multichannel payment software and end-
to-end payment solutions for both issuers and acquirers on a single payment platform.

The Group has over a 30-year history of designing and operating payment technologies and solutions
for a wide range of customers across various industries such as banking, e-commerce, and retail.

With seven offices spread across the globe, the Group provides innovative, sustainable, secure
payment solutions and services along the entire payment value chain and is the technology partner
of choice for banks, large financial institutions, Integrated Software Vendors (ISVs), Payment
Facilitators (PayFacs), Independent Sales Organisations (ISOs) and merchants throughout Europe,
North America, Latin America (LATAM), Asia Pacific (APAC) and the Middle East.

The Group’s cutting-edge payment solutions are used by more than 250 customers in 35 countries,
allowing its customers to provide services to more than 16 million merchants and over 350 million
cards around the globe through the various business lines of the Group. Among these customers are
5 of the top 20 multinational and local acquirers.

Following the approval and issuance of an Electronic Money Institution (EMI) license by the German
regulator, the German Federal Financial Supervisory Authority (BaFin), for the Group’s subsidiary RS2
Financial Services GmbH, the Group is now continuing its exciting journey towards becoming a
leading, full service, global payments player.

One single platform

- enabling global commerce

The Group’s BankWORKS® platform is built on a state-of-the-art Application Programming Interface
(API)-based micro services technology, providing end-to-end payment, such as payment gateway,
switching of payment transactions originated from Point-of-Sale (POS), ATM, e-Commerce, INAPP,
clearing and settlement, chargeback management integrated in the merchant portal, fraud and risk
monitoring, reporting and statement, and a sub-GL accounting and automated reconciliation that fully
integrates with the client’s general ledger.

e RS2



Annual Report and Financial Statements | Page 6

Who We Are (continued)

The uniqueness of the solution, being one single global platform deployed on the cloud, provides the
customer, through one single APl sandbox integration, the ability to transact globally, integrating with
local acquirers and issuers, to increase their conversion rate, reduce their interchange and other
related fees and charges, and provide them with quick access to the market. The Group is well-
positioned to service multinational customers and process their international and local payments,
providing them with one single view, consolidated reporting, and reconciliation of their entire business
in multi-languages, multi-currencies including crypto, and other digital currencies in multiple time
zones.

=

Merchant Network / Card Scheme Consumer / Card Holder

Business Lines
- covering the entire payment value chain

The Group provides a fully integrated, digital Omni-/multichannel payment solutions as well as value-
added services across the entire payments value chain through three global business lines.

\/ Processing Solutions

- Processing of payment transactions utilising BankWORKS® software

A full-feature end-to-end processing solution for issuing and acquiring through a single integration to
RS2’s unique BankWORKS® cloud platform. Customers can manage their entire payment services
such as authorisation, on boarding, payment gateway, security and fraud, chargebacks, reconciliation,
and settlement as well as optimise their interchange.

e Processing of payment transactions utilising BankWORKS® software;

e Platform as a service (PAAS) on a private/public cloud solution for acquiring, issuing, clearing
and settlement covering multiple Omni channels;

e Provision of installation services (setup); and

e Other services including statements, chargebacks, merchant portal and e-commerce
gateway.
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Who We Are (continued)

@ Software Solutions
- Licensing of BankWORKS® software to banks and financial institutions

RS2’s modular, highly scalable, and flexible software solutions are developed in-house and cover all
areas of payment, including card issuance, merchant acquiring, clearing and settlement, online
switching and authorisation, PIN management, customer services, e-commerce, and dispute and
fraud management, allowing its customers to rapidly and cost-effectively set up their system by
configuring only those products and modules required for business.

The Group provide flexible collaboration models to suit customers’ business needs:

e Term or perpetual licenses for banks and financial institutions to utilise its BankWORKS®
issuing and acquiring platform;

e Installation, depending on size and scope of installation;

e Customisation, implementation, and installation services;

e Upgrades, enhancements, customisation and on-going support for its BankWORKS® platform,
as well as updates mandated by international card organisations;

e Additional services, including but not limited to, onsite support for testing, implementation and
training, beyond the originally defined scope of the initial implementation; and

e Value Added Services.

f‘ﬂ_ﬂ Merchant Solutions
i

- Offering issuing and acquiring payment solutions directly to merchants

The Group’s subsidiary RS2 Financial Services GmbH holds an EMI-Licence from the German
regulator, BaFin, enabling the Group to provide a wide array of services using one single platform that
integrates through a strong wide range of APIs to the merchant’s online businesses and physical
shops, consolidating the entire business of the merchant across all the Omni-/ multichannel payments
offering them one-stop-shop services including but not limited to:

e E-Commerce e Payment Gateway e Interchange Optimisation
e Card not present (incl. e Chargeback Management e Smart Routing increasing the
Payment Service Provider e Call Centre Services approval rate
(PSP) Services o lIssuing of Prepaid Cards e Dynamic Currency Conversion
e Card present (incl. POS e Fraud and Risk Monitoring e Instalments
Terminals & Network Services e Recurring Payments
Services)

e Reporting and Reconciliation
e InAPP-Payments
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The Group has
however strived to
achieve important
milestones across
all business lines
ensuring it is on
track with its
strategic roadmap.

Mario Schembri
Chairman
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Chairman’s Statement

2022 has been a challenging year — the economic outlook has been uncertain given the recent
disruptions brought about by the COVID-19 pandemic, followed by the war in Ukraine and presently,
the rising of inflation and interest rates. The Group has however strived to achieve important
milestones across all business lines ensuring it is on track with its strategic roadmap.

During 2022, the Group continued to execute its strategy of expanding its client base and increase
its product offering in different markets throughout Europe, Middle East, North America, Latin
America, and Asia Pacific.

In the Merchant Solutions business, after obtaining an Electronic Money Institution (EMI) license from
the German regulator, BaFin, in 2021, the Group reached its next important milestone of launching its
acquiring business through RS2 Financial Services GmbH. The company obtained its principal
membership from both VISA and MasterCard and passported its licence to Austria.

The EMI license enables the Group to manage merchant funding, provide acquiring services and to
issue payment instruments. It is also part of the Group’s strategy to shift its revenue model from
dependencies on one-time licence fees towards ongoing and recurring revenue streams based on
transaction volumes processed.

Under its Processing Solutions business, the Group has exceeded the one billion mark of technical
transactions processed — over the past twelve months more than 1.25 billion technical transactions
were processed on the BankWORKS® platform. This trend is expected to continue to increase through
further processing of transactions of the Group’s existing and new clients. In fact, the Group has won
several new major outsourcing clients in Singapore, Malaysia, Mexico, Chile and Peru.

On the Software Solutions business side, the Group has an outsourced processing agreement with
one of the largest banks in the United States, on a hybrid licensing and processing model, to deliver
Global Acquiring and Issuing Services, further endorsing the power of our platform. In the US, the
Group will continue to offer acquiring processing to Payment Facilitators (PayFacs), Payment Service
Providers (PSPs) and Independent Sales Organisation (ISOs) and to attract tier one financial
institutions and banks of all sizes that are increasingly opting for outsourcing models for their
payments processing operations, in order to lower costs, reduce complexity and minimise risks. The
Group’s US arm will also be introducing a new business line of servicing Issuer Processing.

I would like to take this opportunity to thank our team members across the world for their commitment
and dedication, our Chief Executive Officer (CEO) who has worked tirelessly to execute the Group’s
strategy and our Board of Directors for their support throughout the year.

| would also like to thank our shareholders, clients and partners for their continued trust and support.

We look forward to continuing this journey together — beyond payments.

Mario Schembri

Chairman

28 April 2023
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The Group has
made strong
progress and
executed its key
strategic priorities
at a steady pace.

Radi Abd El Haj
Chief Executive Officer
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CEQ’s Statement

Despite a challenging economic environment, 2022 has proven to be a year of continued execution of
strategy, growth, and resilience to remain on track to achieve the Group’s long-term targets. This was
possible thanks to our dedicated global Team, Management and Board of Directors, who reacted very
quickly to new challenges and adapted to the lessons learnt during the turmoil from the COVID-19
pandemic, solidifying the Group’s more robust organisation for any turbulence ahead.

a.lll].l] Resilient Business Performance in 2022

The 2022 financial results show a stable top line compared to prior year, despite the current market
conditions. Together with the repercussions resulting from the COVID-19 pandemic, the Russian invasion
of Ukraine has magnified the slowdown in the global economy, which entered a period of feeble growth
and elevated inflation. This affected the Group’s results for the year by way of customers delaying
projects or stretching investments to bare minimum. A significant stagnation in investment was noted
mid-year 2022, so the Group applied counter measures and started seeing positive ramp up in the top
line and bottom line in the last few months of the year.

G% Regional update

The Group executed strategic milestones to increase its customer base and diversify its global business
across various regions. These include the following:

e In Europe, the Group achieved a major milestone in 2021 by obtaining an EMI license by the
German regulator, BaFin, which is crucial for the execution of the Group’s strategy of diversifying
its business and service offering. The obtaining of the E-money License enabled the Group to
launch its acquiring business in Europe through its subsidiary RS2 Financial Services GmbH at
the end of Q3 2022.

RS2 Financial Services has successfully achieved a pivotal milestone in obtaining its principle
membership from VISA as well as MasterCard. With this achievement the subsidiary started the
migration of its merchant portfolio residing in RS2 Zahlungssysteme GmbH to its own license,
providing the merchant with a one stop shop that includes acquiring services, POS terminals and
e-commerce services.

While the initial focus of this subsidiary company was on the German market, the Company has
already passported its license to 10 additional European markets.

e RS2
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CEQO’s Statement (continued)

e In LATAM, the Group continued to increase its customer base and regional expansion adding
Mexico, Chile and Peru to the current operational markets, namely Brazil, Columbia and
Argentina. In these markets, the Group is offering transaction processing services to Payment
Service Providers (PSPs), banks and financial institutions that provide acquiring services to
online merchants, as well as stores and shops.

The Group also added local payment methods enhancing the acceptance rate of customers,
which in turn, mitigates fraud risk and increases customer’s profitability and satisfaction.

The Group has enabled a large regional issuer, through its partner in Colombia, to issue in excess
of 1 million cards to its customers.

e In North America, the Group continued to ramp up its client base with respect to the Independent
Sales Organisations (ISOs) while also enhancing its strategy to focus on the following three
business lines:

o Enterprise business, whereby RS2 manages the client’s private infrastructure on the
cloud, in addition to providing processing and other services;

o Acquiring processing, which focuses on Payment Facilitators (PayFacs), Payment
Service Providers (PSPs) and follow up on the existing ISO pipeline;
o Issuing processing (a new business line) by partnering with a payment service provider
that serves over 400 community banks in the US.
e In Asia Pacific (APAC), services were extended to Singapore and Australia in addition to the
current operational markets in Vietnam, Philippines, Malaysia and New Zealand.

e In the Philippines, the Group added InstaPay, the real-time online local scheme, which will allow
the offering of services to banks’ consumers in the market, using our own developed mobile
application for peer-to-peer fund transfers, utility bill payments, issuing of wallets and pre-paid
cards and other banking services. This developed software application will be used across the
Group, globally.

/I

i Delivering on Our Strategic Priorities

The Group has made strong progress and executed its key strategic priorities at a steady pace. This will
strongly position the Group to increase the pace of its growth into 2023 and beyond. In 2022, the Group
remained focused on its strategy of growing and expanding its Managed Services business and
accelerating its global expansion, as well as commencing its Direct Merchant Acquiring and Issuing
Services in Europe.

The product offering for Direct Merchant Acquiring will cover international credit and debit card acquiring
services, Girocard acquiring services (being a German interbank network and debit card service), Point
of Sale (POS) terminals, E-Commerce, as well as Payment Service Provider (PSP) and Network Service
Provider (NSP) services.

e RS2
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CEQO’s Statement (continued)

The Group is ramping up its business by initially cross selling acquiring services into the portfolio of RS2
Zahlungssysteme GmbH. Eventually this is expected to increase through organic growth via on-boarding
of sales partners, and potential selective add-on acquisitions of profitable merchant portfolios. This new
acquiring business line will provide the Group with a higher profit margin as compared to the processing
model, by charging a percentage of each individual transaction.

The Group continued to expand its outsourcing business through its subsidiary, RS2 Smart Processing
Limited, by increasing the number of services offered to existing customers, enabling them to enter new
markets and consolidating their global business. At the same time, direct services will be offered to
merchants mainly in Europe with the intention of following them internationally utilising the global
Acquiring and Issuing platform capabilities.

RS2 Smart Processing continued to innovate to expand its market reach. In this respect RS2 Smart
Processing is developing a fully digitalised service enabling a client to self-onboard and configure the
services required for its business’ and market needs. This service will be offered in a fully automated
manner without the need of human intervention using Software as a Service.

|-32:'|Q-L}Technology and Platform Update

-

As a technology provider, we always make sure that we are on the forefront of new technologies that
contribute to the highest security standard, reliability, and performance. Over the last two years, our
dedicated Technology team have been working on the redesign of our systems, by selecting the right
technologies to best support our customers and our colleagues across the globe, both from a technology
and a delivery perspective. This allows the Group to work with the latest technology available on the
market. Our team commenced working on the delivery of a new version of the RS2 platform, with the
aim of becoming a complete micro-services environment, supporting a wide range of Application
Programming Interfaces (APIs), while also reducing our costs and dependency on specific databases
and software technologies, which in return will provide us with more flexibility and increase our
profitability margins.

The Group has been enhancing its BankWORKS® platform by adding additional capabilities and products
to provide a variety of services to its clients and business partners. The team continues to add more
Application Programming Interface (APIs) to allow easy and quick integration with the BankWORKS®
platform, thereby successfully increasing its service offering and capabilities.

Our Product team is in constant discussion and collaboration with our clients, to determine the best way
of enhancing operation efficiency, increasing security and positioning BankWORKS® ahead of
competition. This has already been notably recognised by our clients using our Merchant Portal, which
eliminates more than 40% of time normally required in call-centres, as it provides merchants with a self-
service portal. This gives them access to real-time information without the need of contacting our call-
centre.

e RS2
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CEQO’s Statement (continueq)

RS2’s Customers also enjoy the use of our powerful onboarding APIs to set up new merchants in a very
short span of time. So much so, one of our Latin American clients has onboarded over 800,000
merchants within a day.

Our newly developed reconciliation product will provide customers with a powerful, fully digitalised tool,
which will enable them to reconcile their entire business through all payment channels, also eliminating
manual operations, thereby improving efficiency, and providing full control over their income and
expenses, while automating the feed into their general ledger system.

RS2 is also working on launching its new Partner Portal, which will provide Payfacs, ISVs and PSPs access
to their clients’ portfolio. Rich with specialised capabilities, it will enable these clients to digitalise their
data access, chargeback capabilities, reporting and service management.

Our infrastructure and technology services are constantly enhanced to optimise platform security and
performance. The latest improvements conducted by our team allow the Group to process 33million
clearing transactions per hour (i.e., 31billion transactions per year or 4.2k authorisations per second).
This achievement will lower the requirement of infrastructure costs per transaction, which will benefit
the Group’s profit as the number of processed transactions continues to increase. RS2’s Security team
continues to actively improve the security of our network and infrastructure, which is necessary to
mitigate any cyber threat to our environment, thus ensuring secure transactions for all our clients.

Looking Forward

The Group continues to focus on implementing and delivering its strategy around its main business
pillars. For the managed services business, this is being done by continuing to build on its global
expansion servicing ISVs and Payfacs. This also includes adding more enterprise clients, such as tier
one banks and financial institutions, which would require building a private cloud and running their
operations. The Group also aims to increase the Issuing processing business in markets where our
acquiring services are already provided.

The Group also plans to invest further in its infrastructure to strengthen the technology and complete
the product offering in order to play a more active role in the digitalisation of the whole customer journey,
to offer omni-channel solutions and to go beyond traditional payment solutions. This includes the
provision of our own electronic cash register (ECR) and mobile devices as well as reward and loyalty
programs.

The Group is also exploring some merger and acquisition activities to increase its merchant portfolio.

To further enable our rapid expansion and growth, the Group continues to nurture its hub of
internationally renowned C-Level Executives and industry specialists. Our vast network with banks and
partners around the globe will aid the implementation of the Group’s third business model of Merchant
Services and will also facilitate the roll-out in Europe.

e RS2
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CEQO’s Statement (continueq)

The goal is to eventually leverage the Group’s network to offer true global Issuing and Acquiring services
and products to our customers, allowing them to control their business and access their data in real-
time to mitigate their risk, anticipate their revenue and expenses, and manage their cash flow. We will
continue to focus on regional expansion and provide the respective products and services in the
different markets.

Business is expected to ramp up with a stronger pipeline, gearing up for the coming year, which, together
with the launch of several exciting new products for the Group, including merchant reconciliation
modules, merchant and partner portals and tokenisation for issuing services, amongst others, will lead
the Group to a successful 2023 and beyond.

(X J
¢ @ Closing Remarks

| would like to take this opportunity to thank our talented global team in Europe, the USA, Asia Pacific
and the Middle East for their dedication, loyalty and continuous outstanding support which has
translated into RS2’s success; our Management and Board for supporting us throughout our journey; and
the support of our esteemed shareholders who have continued believing in us.

Stay with us and share our success to continue our global journey.

Let's be together - beyond payments.

Thank you for your continued support and dedication.

Radi Abd El Haj
Chief Executive Officer
28 April 2023
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Board of Directors

Mario Schembri

Chairman & Non-Executive Director

Mr. Schembri joined RS2 in 1999 as Regional Manager, Mediterranean Region and took on the role of
Deputy Chief Executive Officer in 2006. Mr. Schembri was appointed Chief Executive Officer in January
2008 and Chairman in January 2012.

Mr. Schembri has extensive knowledge related to card management systems, with diverse exposure to
the international card organisations including VISA International, MasterCard and DINERS Club
International. Up to the time of joining the Company, Mr. Schembri had been in the banking industry for
26 years and has vast experience relating to retail banking operations, product management and co-
ordination. He also served as a lecturer and examiner for the IFS for a period of 12 years.

Radi Abd El Haj
CEO & Executive Director

| ‘f\'

Mr. El Haj joined RS2 in 1997 as a Project Manager for Tier 1 European banks where he was responsible
for the implementation of corporate card programs, later promoted to Customer Relationship Manager
in 2002 and Head of Sales and Implementation in 2004. Mr. El Haj was appointed Chief Executive Officer
in January 2012.

In the cards and payments industry, Mr. El Haj specialises in the areas of issuing, acquiring, clearing and
settlement, e-commerce and accounting. His international experience, professional contacts in various
regions and working closely with the Technical and Product Development Units within the Group, has
contributed in providing RS2’s clients with a global compliant platform.

e RS2



Annual Report and Financial Statements | Page 17

Board of Directors (continueaq)

Dr. Robert Tufigno LL.D.

Non-Executive Director

Dr. Tufigno, LL.D., has vast experience in company law, contract law, financial services, employment
law, maritime law and legislative drafting. Dr. Tufigno, who is also an Arbitrator, has practised in the fields
of general commercial law, property law and litigation. He has also acted as Chairman of Malta’s
Employment and Training Corporation and as Chairman of Malta’s Housing Authority, and as past Board
Director of Lohombus Bank. Dr. Tufigno is a Partner at GTG Advocates.

Franco Azzopardi

Non-Executive Director

Mr. Azzopardi, a Certified Public Accountant with a UK postgraduate MSc in Finance, spent twenty-
seven years working in public practice, ten of which with Deloitte Haskins and Sells and later in a firm he
co-founded in 1990. In 2007 he exited the firm to contribute more towards the strategic direction of
Boards of Directors. He specialises in corporate strategy, governance, risk and finance. He is today a
professional director and a registered fellow member of the UK Institute of Directors. He serves on
Boards of Directors, Audit, and Risk and Compliance Committees of both listed and private companies
in various sectors including banking and software. He is also former CEO of the leading logistics company
in Malta. His focus there was sustainable growth in shareholder value, highest degree of readiness for
public listing, and investor-family governance. As part of his social responsibility he also contributed
towards the development of the Malta Institute of Accountants. He is a fellow member serving on
Council since 2007. He was also elected and served as President of the Institute for the term 2015-
2017.

««RS2
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Board of Directors (continueaq)

John Elkins

Non-Executive Director

Mr. Elkins currently serves on the boards of FINCA International, ELATERAL Ltd., Card Dynamics, the
Dean’s Advisory Board for the Lundquist School of Business at the University of Oregon and RS2
Software p.l.c. and RS2 Software INC.

Mr. EIkins served as President, International Regions at First Data (a global leader in electronic payments
with operations in 35 countries) until June 2015. Mr. Elkins had full responsibility for over 8,000
employees and all markets outside of the United States.

Mr. Elkins served as a Senior Adviser at McKinsey & Company (2007-2009). Between 2002 and 2007 he
served as Executive Vice-President and Global Chief Marketing Officer for Visa International. Mr. Elkins
was the founder, former Chairman and CEO of FutureBrand, built from a start-up into one of the leading
worldwide corporate brand and design consultancies.

| J Prof. Dr. Rasa Karapandza

K. , | Non-Executive Director

Prof. Karapandza is a Professor of Finance and serves as Vice Dean Education at EBS University,
Germany. He also serves as an academic director of the Masters in Finance programme and head of
chair of finance. He received a PhD degree in economics and finance from Barcelona Graduate School
of Economics, University Pompeu Fabra, Barcelona. He has been a visiting research scholar at New York
University and at University of California at Berkeley. He currently also serves as a visiting professor at
New York University (NYU). Prof. KarapandZza’'s work has been featured in top media outlets like The
Wall Street Journal, The New York Times, and Der Spiegel. He advised members of the US congress on
the topics of regulating cryptocurrencies and other block chain related technologies. He was elected
favourite professor by the EBS business school’s student body for his teaching ten years in a row —in
2009 through 2020. At EBS University Prof. Karapandza teaches Investments, Finance, Corporate
Finance, Asset Pricing and Fintech class. At NYU Prof. Karapandza teaches a Fintech course as well as
NYU Stern courses on Foundation of Financial Markets and Advanced Investments.
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Board of Directors (continueaq)

David Price

Non-Executive Director

Mr. Price is the Managing Director of Client Coverage in Barclaycard Commercial Payments, a proven
leader within the payments industry, with 15 years’ experience of working within the Barclays Group. Mr.
Price is currently responsible for the Corporate Business within Commercial Payments as well as building
propositions across the whole Barclays Corporate network. Prior to working in commercial payments,
Mr. Price spent 12 years in Payment Acceptance at Barclaycard, where he developed specialisations
across new product deployment, multinational client acquisition and relationship management. His
extensive payments experience and dedicated client focus gives Mr. Price an extremely interesting
perspective on payment trends, regulation and most importantly what this means to Barclaycard’s
customers and clients.

Dr. Ilvan Gatt LL.D.

Company Secretary

Dr. Gatt LL.D. represents clients in a broad spectrum of substantive legal areas. Having vast experience
in advising companies and board committees on corporate governance, he has facilitated a variety of
transactions, including securities offerings, venture capital investments, corporate acquisitions,
regulatory and compliance matters. In addition, he assists clients with annual general meeting
preparation and gives advice on numerous regulatory and compliance matters. Dr. Gatt has presided

over the Levy Appeals Board and the Customs and Excise Tax Appeals Board of the Ministry of Finance.
Dr. Gatt is a Partner at GTG Advocates.

««RS2
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I3 2 Q0
Respect Empower Learn
Listen to Drive Our Grow and
Understand Journey Stay Humble

Respect Is all about We glve every member

We learn, mentor,
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people around us. and every opportunity to

knowledge

We promote effective build ownership by for everyone's growth

communication and success. We
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through active and accountable for remain curious and

listening, feedback, actions. We empower
people to take the
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best product and service
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honest communication
while we listen to

understand. for the customer.
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Collaborate
Play as
One Team

We focus on delivering

value and support each

other to work smarter
and achieve a common
goal. We communicate
clearly by being
transparent and by
keeping things simple.

) A career that
takes you places

RS2
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Innovate
Simplify
Complexity

Business defines
us and innovation
drives us. We improve
continuously in order
to push boundaries
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Corporate Social Responsibility

RS2’'s Corporate Social Responsibility (CSR) strategy is aligned with Company culture and values
embedded in its ethical principles. Within the RS2 Group, we are committed to creating value and
building a sustainable future for our customers, team members, shareholders and the broader
community in which we operate.

RS2’s social responsibility activities are primarily focused on strengthening global communities,
supporting people, education, philanthropic organisations, sports clubs and improving the environment.
We are dedicated to continuous improvement, and are committed to evolving our environmental, social
and community initiatives going forward. Our priorities fall within three pillars: People, Social Initiatives
and Environment.

@ People

Building a thriving, diverse, inclusive workplace. Our people are one of RS2’s greatest strengths. We
believe that company culture focused on diversity and inclusion is the key driver of creativity and
innovation. We strive to make RS2 a great place to work and foster a culture of inclusion and diversity
where all team members are treated with respect and equality, regardless of gender, ethnicity, sexual
orientation, gender identity, religious beliefs, or other characteristics. At RS2, we have more than 480
team members with 51 different nationalities which highlights our diversity. Having a team from diverse
backgrounds helps bring fresh ideas and drives innovation, advancing RS2’'s growth and success. Our
female team members comprise 33.5% of the Company and we are focused on increasing the proportion
of women in all levels of the Group.

Learning and Developing Skills. The skills and competencies of our team members are important for
RS2’s growth and lasting success. With comprehensive training and development programs, RS2
continuously supports our teams to further develop their skill set. The Company’s Trainings Academy
provides a variety of comprehensive virtual and instructor-led courses that focus on technical, business
and IT skills to strengthen and enrich team members’ expertise. Furthermore, RS2’'s Compliance Portal
gives access to legal, ethics and global compliance training. Through videos, interactive sessions and
short quizzes, our teams enhance their knowledge and professionalism, ensuring adherence to legal
regulations and the ethical use of data and resources to help prevent any conflicts of interest. All team
members and managers are obliged to receive compliance training which covers courses such as Anti-
Fraud and Payments Handling, General Data Protection, Payment Card Industry Data Security Standards
and Security Awareness and Information security.

RS2 offers regular scholarships to its staff with the intention of honing hard skills. The scheme aims to
grow internal knowledge on relevant areas and beyond. Since launching this benefit, the take-ups have
been regular. The company has, in turn increased its allocated budget to ensure that such requests can
be entertained.
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Improving Mental Health & Well-Being. The COVID-19 pandemic also posed a mental health challenge
for individuals. In support of team members’ emotional health and their overall well-being, we
encouraged all team members to join several virtual mental health sessions, organised by our Human
Resources team in collaboration with the Richmond Foundation. RS2 has stepped up its effort to ensure
that mental well-being will retain the importance it warrants in the post COVID-19 era. In collaboration
with Richmond Foundation, RS2 will be financing any such therapy sessions as per required by the
company employees. A key element will be that the identity of the employees who seek assistance, will
at no point be disclosed. This will ensure that such assistance extends beyond the workplace.

Attracting New Talents. Our recruitment process starts at universities and educational institutes, giving
RS2 the opportunity to meet potential candidates and to identify future professionals. RS2 frequently
participates in fairs organised by the aforementioned educational bodies. These include, yet are not
limited to KSU Malta Careers Expo; KSU Freshers’ Week; ICTSA Industry Expo; KSM Freshers’ Week, etc.
Furthermore, our Human Resources team nurtures a close relationship with the faculties and universities,
helping to unlock a talent pool of well-educated and high-potential students.

Social Initiatives

RS2 is committed to positively contribute to society by leveraging our knowledge and actively
supporting local communities.

Promoting Education. RS2 promotes various initiatives to give numerous young people the relevant
exposure and the right training required to become future contributors to the Fintech industry. For the
past years, RS2 has made it a point to partake wholeheartedly in events and programs that promote job
exposure opportunities to students. One such event is MITA’s Student Placement Program. The
partnership, with the said agency, has given rise to scores of students gaining hands-on work experience
within diverse departments at RS2. To unlock potential, students are mentored by senior executives and
given the opportunity to delve and participate in projects which in turn sharpen their technical skills. RS2
provides students the possibility to work during both the summer holidays and the scholastic year. Upon
completion of studies, many students have been offered full-time employment with the Group. It is also
worth mentioning that RS2 has regularly collaborated with MCAST and acted as the main sponsor for
select events, to provide their students with experience in a technology company. RS2 firmly believes
that this program provides value to the local community while creating a gateway for RS2 to gain
prospective new employees with new talents.

Supporting Communities. RS2 supports various philanthropic organisations as well as numerous sports
and culture programs. Some of these organisations have continued to receive our ongoing support for a
number of years and have grown to consider RS2 as a loyal partner and contributor.
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Furthermore, RS2 works with organisations involved in alleviating local social issues, using a fund with
volunteer donations from employees to donate to charitable institutions. In the reporting year, RS2 has
supported the following organisations in Malta; Philippines; Germany and Jordan:

. Dar tal-Providenza . Ladybird Foundation

« Puttinu Cares « Cystic Fibrosis Fundraising

o L-Istrina « MCAST

. Dar Merhba Bik . Kavallieri Handball Club

. Women for Domestic - Wildlings OCR Team
Violence . Luxol St Andrews Futsal Club

. Taalof Al Khair . SSV Heidelberg Basketball

All of RS2’s CSR activities help to promote a strong and healthy team relationship, which proves to be
highly beneficial given the extensive growth the Group has experienced in the past couple of years.

@ Environment

At RS2, we remain committed to minimise our footprint on the environment by reducing our energy
consumption, limiting waste and conserving water across our facilities globally. We encourage all team
members to engage in environmental and sustainable initiatives.

Reducing our environmental footprint. The business model of RS2, in essence, has minor
environmental impact. While our global digital platform eliminates paper usage, saving trees, conserving
water and mitigating climate change, our operations impact the environment. However, RS2 is still
committed to reduce its environmental footprint by increasing the eco-efficiency of our data centres,
offices and reducing of business travels. As part of our CO2 reduction effort, RS2 has started replacing
the majority of its car fleet with hybrid vehicles. Adopting these hybrid technologies will help reduce
RS2’s carbon footprint due to less fuel consumption resulting in lower CO2 emissions. To further limit
paper usage in the offices, RS2 utilises digital signatures for various administrative purposes.

Using water efficiently. Since water is the source of all life, RS2 is taking all possible measures to use
water more efficiently and has also implemented conserving practices such as water-efficient
landscaping across our office footprint. In our office building in Malta, the Company uses rainwater
collected in an underground reservoir for planned and controlled irrigation through the use of automatic
control timers and feeders. This ensures the optimisation of water usage according to crop type and
season.

Using electricity efficiently. Reducing energy-use lowers the running costs and protects the climate at
the same time. The Company has taken important steps to use electricity efficiently by converting to
LED lighting in its offices and implementing motion sensor lights to conserve energy.
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Reducing waste. We aim to drive a culture of continuous environmental improvement by disposing and
separating waste generated by our Company in a safe and responsible manner in the necessary bins
placed in various key areas. The generated waste and disposal methods are measured and reported to
ensure we are making progress in our effort to reduce waste.

RS2 is confident that it will continue to achieve a balanced and holistic value for its stakeholders and will
strive continuously to promote sound CSR initiatives. At the same time, RS2 will continue to positively
affirm its efforts to become a sustainable Group and a market leader within the Fintech industry. We will
continue to innovate and evolve our efforts going forward.
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Directors’ Report

For the year ended 31 December 2022

The Directors present their report, together with the financial statements of RS2 Software p.l.c. (the
“Company”) and its subsidiaries, RS2 Smart Processing Limited, RS2 Software INC., RS2 Software LAC
LTDA, RS2 Software APAC Inc., RS2 Germany GmbH and RS2 Merchant Services Europe GmbH, together
with its subsidiaries RS2 Financial Services GmbH and RS2 Zahlungssysteme GmbH (collectively
referred to as the “Group”), for the year ended 31 December 2022.

Board of Directors

Mr. Mario Schembri (Chairman)
Mr. Radi Abd El Haj (CEQO)

Dr. Robert Tufigno

Mr. Franco Azzopardi

Mr. John Elkins

Prof. RaSa Karapandza

Mr. David Price

Principal activities

The Group and the Company are principally engaged in the development, installation, implementation
and marketing of computer software for financial institutions under the trademark of BankWORKS®
(Licencing Solutions). Through its subsidiaries, the Group acts as service provider with the use of
BankWORKS?® (Processing Solutions) and has also established its own ‘Acquiring’ business line by making
use of a financial institution license obtained through BaFin, the German regulator (Merchant Solutions).

The Company also enhanced its activities to include acquisition and holding of shares and like
instruments, in entities whose activities are complimentary to the business of the Company, including
entities that are payment, financial or credit institutions, and provider of services to such institutions as
well as merchants.

Business review and future developments

2022 has proven to be a year of continued execution of strategy to deliver the planned growth of the
Group.

The Group has extended its offering in Latin America (LATAM) through market entry in Mexico, Columbia
and Peru, where transaction processing services to Payment Service Providers (PSPs), banks and
financial institutions, which provide acquiring services to online merchants, stores and shops, will be
serviced. In Asia Pacific (APAC), services were extended to Singapore and Malaysia. In the Philippines,
the Group is in the process of adding InstaPay, the real-time online local scheme, which will allow the
offering of services to banks in the market using our own developed mobile application for fund transfers,
bill payments and other banking services.
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The US subsidiary, while continuing to ramp up its client base with respect to the Independent Sales
Organisations (ISO) processing business, has, enhanced its strategy and will be primarily focused on the
following three business lines:

« Enterprise business, whereby RS2 manages the client’s private infrastructure on the cloud, in
addition to providing processing and other services;

« Acquiring processing, which focuses on Payment Facilitators (PayFacs), Payment Service
Providers (PSPs) and follow up on the existing ISO pipeline;

« Issuing processing (a new business line).

RS2 Smart Processing continues to increase its transaction processing volumes through new and
existing customers. It is also working on standardising its product and service offering to improve time-
to-market and profitability, thus enabling the Group to also offer services to smaller clients. This
subsidiary company is developing a fully digitalised service enabling a client to self-onboard and choose
the services required for its business and market needs.

The Group’s investment in human resources provided the necessary support in order to successfully
launch the new acquiring business and obtain the EMI License, through BaFin. This enabled RS2 to
provide a wide range of payment acceptance and other financial services to merchants and consumers
across Europe, as well as to process cross-border merchant payments globally. The new acquiring
business will reinforce the shift in the revenue model for RS2 Group, from dependence on one-time
license fees to ongoing and recurring revenue based on the number and value of transactions processed.
The launch of the Group’s Financial Services sector, following the acquisition of its EMI license, was
concluded successfully in the second quarter of 2022. In addition to this, the German subsidiary became
a principle member of Visa and MasterCard. As an EMI institution and principle member, the Group is
now able to provide direct acquiring and issuing services to merchants, which were set in motion in
2022.

In the first half of 2021, RS2 Software p.l.c. successfully raised €15,731,800 in its Preference Shares
Public Offering (PO). A total number of 8,989,600 shares were subscribed for at the offer price of €1.75
per share. Such shares carry a nominal value of €0.06 per share. In line with the Group’s business
strategy, the additional liquidity generated from the Preference Shares PO enabled it to accelerate
growth over the coming years by further investing in both the US and Merchant Solutions arms of the
Group, as well as a number of internal projects and infrastructure.

During the year under review, the Company registered revenues from its principal activities of €19.7m
(2021: €24.5m) and a profit before tax of €1.8m (2021: €5.3m). The Managed Services arm of the Group,
RS2 Smart Processing Limited which is principally engaged in the processing of payment transactions
with the use of BankWORKS®, recorded revenues of €11.7m (2021: €7.5m) and a profit before tax of
€4.0m (2021: €2.1m) while RS2 Software INC., which serves as the US arm of the Group with specific
focus on the provision of Managed Services in North America, recorded revenues of €14.7m (2021:
€16.1m) and a loss before tax of €0.1m (2021: profit before tax of €0.8m). RS2 Software APAC Inc. is
currently supporting the Company in product development and its expansion in the APAC region. The
RS2 German subsidiaries focus mainly on direct merchant acquiring and issuing services using one
platform that integrates through API to the merchant’s website or store, thereby consolidating the entire
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business of the merchant across all the respective payment channels.

During the year under review, upon consolidating all of its activities, the Group generated revenues of
€37.5m (2021: €38.7m) and registered a profit before tax of €1.8m (2021: €6.4m). At 31 December 2022,
the Group’s total assets amounted to €43.4m (2021: €47.6m), whereas its current assets exceeded its
current liabilities by €3.6m (2021: €7.5m). The Board of Directors is confident that the Group can
continue to operate as a going concern for the next 12 months from date of approval of the financial
statements as set out on in the Going Concern section below.

A comprehensive review of the business and performance of the Group during the year under review,
and an indication of future developments are given in the CEQ’s Statement set out on pages 10 to 15 of
this Annual Report.

Conflict between Russia and Ukraine

In February 2022, Russia launched a large-scale military invasion on Ukraine, one of its neighbours to
the southwest, marking a major escalation to a conflict which began in 2014. The Group and Company
do not have any customers domiciled in such countries, and no significant impact was/is expected to be
incurred on that front.

That being said, the conflict between Russia and Ukraine brought about high and increasing inflation
rates, resulting from restricted supply of oils, gas and grains, an energy crisis and the looming threat of
recession, while recovering from the economic shocks of a global pandemic. This challenging economic
environment resulted in customers being cautious to execute signed projects whilst also holding back
Oon new ones.

Prices for energy intensive commodities has increased across Europe following the current economic
conditions. Over the past years, RS2 has moved towards a cloud-based infrastructure. Cloud computing
enables users to share resources by being connected to remote data centres. Data centres tend to be
more energy efficient than individual servers distributed around the Group and large companies offering
cloud services are constantly working to make their computing facilities more energy efficient.

Cash flow projections and assumptions taken are updated to reflect observable trends related to
customer spending and increases in costs. These movements have been modelled into the Group’s
budgets and impairment testing. The discount rates used in the determination of the assets’ value in use
have been further updated to reflect current market assessments of the time value of money through
the current risk-free rate when calculating the Weighted Average Cost of Capital.

Going forward, energy prices, inflation, interest rates and economic growth will depend on how the
conflict in Ukraine will evolve.

Going Concern

Management has prepared a going concern assessment for RS2 Group, based on the 2022 financials
whilst also taking into consideration approved budgets covering periods 2023 to 2025.

The 2022 financial results for the Group show a stable top line compared to prior year, despite the
current market conditions. The decline in Company revenues were compensated for by increases in
revenue from subsidiaries, which is in line with the Group’s strategy of transforming its revenue model
from licence revenue to managed services and merchant services.
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Amplifying the repercussions resulting from the COVID-19 pandemic, the Russian invasion of Ukraine
has magnified the slowdown in the global economy which entered a period of feeble growth and
elevated inflation. This affected the Group’s forecast for the year by way of customers delaying projects
or stretching investments to bare minimum. A significant stagnation in investments was noted mid-year
2022, so the Group quickly applied counter measures and as a result, a positive ramp up in top line and
bottom line was noted in the last few months of the year.

With the onboarding of new clients, RS2 has processed more than 1.25 billion technical transactions over
the past 12 months on the BankWORKS® platform. This increase is expected to continue to progress
gradually by way of an increase from RS2’s existing clients as well as the onboarding of new clients.

The payments industry is constantly evolving and 2023 is shaping up to be a year of significant
innovation and change with focus on making payments more convenient, secure, and personalised for
consumers. Taking advantage of the latest advancements in technology and security, customers can
expect a seamless payment experience when paying online or at a store.

RS2 Group will continue to concentrate on implementing and delivering its strategy around its main
business pillars of growing and expanding the managed service business, ramping up the US expansion
and building its own direct acquiring business. The Group also plans to invest further in its infrastructure
to strengthen the technology and complete the product to play a more active role in the digitalisation of
the whole customer journey, to offer omni-channel solutions and go beyond traditional payment
solutions.

The outlook for 2023 is that business will ramp up with a stronger pipeline gearing up for the coming
year, which, together with the launch of several exciting new products for the Group, including Merchant
reconciliations modules, Merchant and Partner Portals and Tokenisation for Issuing Services amongst
others, will lead the Group to a successful 2023 and beyond.

From a profitability viewpoint, in 2023, both Software (Licensing) and Managed Services Solutions are
expected to deliver a positive bottom-line contribution. When it comes to the Merchant Solutions arm of
the Group, RS2 Zahlungssysteme GmbH will continue to provide solid growth and steady revenues whilst
RS2 Financial Services GmbH is expected to start generating a positive bottom line after 2025. The latter
will continue to ramp up business organically through direct merchants and partners.

From a liquidity point of view, RS2 Group has a solid cash position. RS2 Software p.l.c. has an overdraft
facility of €10m with APS Bank to meet any working capital requirements which was not being utilised
as at 31 December 2022. This illustrates that the Group’s gearing has also improved when compared to
prior year, with the Group now solely holding a minor bank loan.

In this respect, the Board of Directors is confident that the Group can, not only continue to operate as a
going concern for 12 months from the end of the reporting period, but will continue to see substantial
growth over the coming years.
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Principal Risks and Uncertainties

In its operations, the Group has exposure to credit risk, liquidity risk and market risk. The Group’s
objectives, policies, and processes target to mitigate the effect of such risk by constantly measuring
and managing such risk, whilst proactively managing its capital. A more comprehensive outlook of such
risk exposure and the Group'’s response can be viewed in Note 6 to these financial statements.

Non-financial risks

i.  Market forces and competition
The market in which the Group operates is characterised by rapidly evolving technology and industry
standards, as well as new competitors such as FinTechs and Big Techs entering the market, driving
change and market disruption, bringing new business models to the market. RS2 must be able to
compete with such companies and meet the need for innovation in its industry. In this regard, over the
past years, the Group continued to enhance its platform by adding new tools that streamline the
operation of its clients and differentiate it from competition in order to onboard more businesses from
various industries on its platform globally. In the last years, the Group invested significantly in its
proprietary BankWORKS®. This investment represents development work carried out internally by the
Group on enhancement of BankWORKS® and its functionality.

ii. Dependence on key clients

RS2 generally benefits from a highly diversified global client base, including Banks, PayFacs, PSPs, ISVs,
acquirers and issuers. However, since some of its clients are large global corporates with a high
aggregated payment and processing volume, these key clients stand for a large proportion of the Group’s
revenue. Although Management believes that its relationships with these key clients are stable, its ability
to renew existing agreements with them, or to enter into new contractual relationships on commercially
attractive terms, depends on a range of commercial and operational factors and events, any of which
may be beyond RS2’s control.

To broaden its client base, markets and opportunities, the Group is investing significantly in its US
subsidiary, namely its processing platform that will be the foundation of the processing solution in the
US, as well as in the operations to ramp up. Furthermore, the Group injected equity and capital reserves
to setup its third business line being Merchant Services, including its attainment of an EMI license. In
line with the Group’s strategic shift towards Merchant Solutions, the Group acquired Kalicom
Zahlungssysteme GmbH in 2020 (Later renamed to RS2 Zahlungssysteme GmbH). This acquisition
provided RS2 with a quick start into the direct acquiring business with immediate capabilities of selling,
installing and servicing terminals, and processing card transactions in the German market for small and
mid-size accounts.

iil. Software risk

It is an inherent risk of this industry that software applications could contain undetected errors which
could lead to the software not operating as intended. Any failure of the Group’s current or future
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platforms, software and technology infrastructure, including the Cloud-Solution, could materially
adversely affect its business, results of operations, financial condition or prospects. In this regard, RS2
has developed and continues to develop its own bespoke processing platform BankWORKS®, software
and technology infrastructure and operates and maintains the processing-platform, which are critical
to RS2’s operations, customer service and reputation.

iv.  Cyber security risk

Similar to business and technology, cyber threat evolves and is always present. The most common cyber
security threats result in risks associated with either data breach or service provision disruptions. The
nature of RS2’s business and of its customers and partners, who use the processing services involve
systems and environments that possess large amounts of sensitive data. RS2 cloud services and data
centres as well as its operations, store and transmit sensitive information related to cardholders,
merchants and financial institutions including names, addresses and accounts amongst other
information that could be vulnerable to computer viruses, physical and cyber-criminal attacks and web
fraudsters that could lead to destruction or theft of transaction data and/or personal data. This could
lead to financial losses or delays in providing services to the customers. To mitigate such risk, the Group
will continue expanding its security resources and tools to fight and protect its systems and facilities in
order to cover any attack or eventualities using its disaster recovery system and procedures that has
been built in various locations to fit this purpose. In this regard, vulnerability scanning, awareness
training, ongoing investments in security operations, incident security planning, supply chain monitoring,
information security policies, insurance and compliance with regulatory requirements through annual
audits are carried out.

V. Risk to intellectual property and proprietary rights

The Group regards its intellectual property as critical to its success. It relies and will rely on a combination
of trade secret, copyright, trademark and non-disclosure laws, domain name, registrations and other
contractual agreements and technical measures to protect its intellectual property rights (IPR). To
mitigate this risk, RS2 generally seeks to enter into confidentiality or license agreements with its
employees, consultants and clients. The Directors consider that, currently, RS2 has appropriate systems
and procedures to control access to and distribution of its intellectual property documentation and other
proprietary information and are continually on the lookout for new tools to protect its IPR in the future.

Dividends and Bonus Issues

The Group’s strategic focus is on becoming the Company of choice in the global payments industry and
towards this end, requires further investment in infrastructure and business development. For this
reason, the Board is not recommending any final dividends for the year ending 31 December 2022 (2021:
nil).
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During 2022 the Directors authorised the distribution of a bonus issue to shareholders (on a pro rata
basis) of 1 share for every 8 shares held. The date of allotment of the bonus shares to eligible members
was 7 November 2022.

This bonus issue of 25.24million shares of €0.06each (fully paid up) was funded via the share premium
reserve generated through the recent preference share public offering. The bonus shares rank pari passu
in all respects with the existing listed share capital of the Company.

Reserves

Retained earnings amounting to €24.0m (2021: €22.8m) for the Company and €2.6m (2021: €5.0m) for
the Group are being carried forward.

Key Figures
The Group
2022 2021 2020 2019 2018

€ € € € €
Revenues (Eur 000s) 37,516 38,680 26,813 22,100 25,008*
EBITDA (Eur 000s) 3,800 8,760 (1,464) (210) 7,846
EBITDA margin (%) 10.13% 22.65% -5.46% -0.95% 31.37%
Profit/(loss) before tax (Eur 000s) 1,778 6,416 (3,889) (2,115) 6,565
Earnings per ordinary share (Euro) €0.00 €0.02 -€0.02 -€0.01 €0.03
Earnings per preference share (Euro) €0.00 €0.02 - - -
Equity to asset ratio (%) 55.71% 53.41% 18.56% 44.28% 61.51%
Debt/equity ratio multiple 0.80 0.87 4.39 1.26 0.63

* Includes the release of deferred income as at 1 January 2018, amounting to €5.6m, as a result of the
adoption of IFRS 75.

As from 1 January 2021, fines and penalties started to be accounted for under Other Expenses instead
of under Finance Costs. As such, EBITDA and EBITDA margin figures between 2018 and 2020 have been
re-stated accordingly.

Subsequent Events
Agreement entered into by Board of Directors of RS2 Software INC.

An agreement was entered into by four US directors and RS2 Software INC., dated 6 March 2023,
where each director was awarded a bonus payment of up to $120,000 (€112,718 as at 6 March
2023). Such amount is payable in tranches across 2023.
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Restructuring of the Board of Directors of RS2 Software INC.

In April 2023, it was decided to streamline the Board of Directors across RS2 Group Companies.
Consequently, the number of Board Members at RS2 Software INC. was reduced.

Pursuant to Capital Market Rule 5.62

Upon due consideration of the Company’s profitability, balance sheet, capital adequacy and solvency,
the Directors are satisfied that at the time of approving the financial statements, the Company has
adequate resources to continue operating as a going concern for the foreseeable future.

Pursuant to Capital Market Rule 5.64

Rule 5.64.1 - Share capital structure

The Company’s authorised ordinary share capital is of €18,000,000, divided into 300,000,000 ordinary
shares, at €0.06 each. The Company's issued ordinary share capital is of €13,025,384 divided into
217,089,727 ordinary shares of €0.06 each, each ordinary share being fully paid up. All of the issued
Ordinary Shares of the Company form part of one class of Ordinary Shares in the Company, which shares
are listed on the Malta Stock Exchange. All of the Ordinary Shares have the same rights and entitlement
and rank pari passu between themselves.

The following are highlights attached to the Ordinary Shares:

Dividends:

The shares carry equal rights to participate in any distribution of dividends declared by the Company.

Voting rights:

Each share shall be entitled to two (2) votes at the meetings of the shareholders.

Pre-emption rights:

Subject to the limitations contained in the Memorandum and Articles of Association, shareholders are
entitled to be offered any new shares to be issued by the Company, in proportion to their current
shareholding, before such shares are offered to the public or to any person not being a shareholder.
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Capital distributions:

The shares carry the right for the holders thereof to participate in any distribution of capital made
whether on a winding up or otherwise.

Transferability:

The shares are freely transferable in accordance with the rules and regulations of the Malta Stock
Exchange applicable from time to time.

Other:

The shares are not redeemable.

The Company’s authorised preference share capital amounts to €3,600,000, divided into 60,000,000
preference shares, at €0.06 each. The Company's issued preference share capital amounts to €606,800
divided into 10,113,329 preference shares of €0.06 each, each preference share being fully paid up. All
of the issued Preference Shares of the Company form part of one class of Preference Shares in the
Company, which shares are listed on the Malta Stock Exchange. All of the Preference Shares have the
same rights and entitlement and rank pari passu between themselves.

The following are highlights attached to the Preference Shares:

Dividends:

When a dividend is declared payable in respect of any financial period, the holders of Preference Shares
shall be entitled to a dividend at a premium (“Premium Dividend”) over the dividend distributed and
payable to the holders of Ordinary Shares. Such Premium Dividend shall be determined by the Board of
Directors at the time of issue of the dividend but shall not be less than ten per cent (10%).

Bonus Shares:

The holders of Preference Shares shall qualify in the same manner as the holders of Ordinary Shares to
be entitled to any bonus shares issued by the Company.
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Voting rights:

The holder shall not be entitled to vote at the meetings of the shareholders except for the purpose of:
1) reducing the capital of the Company; or

2) winding up of the Company; or

3) where the proposition to be submitted directly affects their rights and privileges; or

4) when the dividend on their shares is in arrears by more than six (6) months.

In such case where the holder of Preference Shares shall have the right to vote, such shareholder shall
have one (1) vote in respect of each Preference Share held.

Pre-emption rights:

The holders of Preference Shares shall not have any rights of pre-emption in respect of allotment of
Preference shares to officers and employees of the Company and, or its subsidiaries.

Capital distributions:

The holders of Preference Shares shall not be entitled to participate in the assets of the Company except
by way of distribution of assets to its members on its winding up and this in the same manner as holders
of Ordinary Shares. In any such case the holders of Preference Shares shall not enjoy any preference
over the holders of the other shares.

Transferability:

The shares are freely transferable in accordance with the rules and regulations of the Malta Stock
Exchange applicable from time to time.

Other:

The shares are non-cumulative and are not redeemable.

Rule 5.64.3 - Holding in excess of 5% of the share capital

On the basis of the information available to the Company as at 31 December 2022, Information
Technology Management Holding Limited (ITM) and Barclays Bank P.l.c. (Barclays) hold 96,567,522 and
35,216,796 ordinary shares respectively, equivalent to 47.82% and 17.44% of the Company’s total issued
share capital.
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Directors’ Report (continuea)

In his capacity as ultimate shareholder of ITM, Radi Abd El Haj indirectly holds 47.82% of the issued share
capital of the Company. As far as the Company is aware, no other person holds an indirect shareholding
in excess of 5% of its total issued share capital.

Rule 5.64.5 — Employee share option scheme

The Company’s share option scheme is administered by the Board of Directors. The decision of the
Board on all disputes concerning share options is final.

Rule 5.64.7 — Restrictions on transfer of securities

By virtue of an agreement entered between ITM and Barclays, ITM undertook that, for so long as it holds
more than 10% of the issued share capital of the Company, upon receiving any offer from third parties
to acquire securities it holds in the Company, it is required to offer any such shares that it is desirous to
transfer to Barclays.

Rule 5.64.8 - Appointment and replacement of directors

The Memorandum and Articles of the Company regulates the appointment of directors. Article 55.1 of
the Articles of Association provides that a member holding not less than 0.5% of the issued share capital
of the Company having voting rights or a number of members who in the aggregate hold not less than
0.5% of the issued share capital of the Company having voting rights shall be entitled to nominate fit and
proper persons for appointment as directors of the Company. In addition, the directors themselves, or a
committee appointed for the purpose by the directors, may make recommendations and nominations to
the shareholders for the appointment of directors at the next Annual General Meeting.

Furthermore, in accordance with the provisions of Article 55.1(d) of the Articles of Association, the Board
of Directors, may, at any time, appoint a director if it believes that the appointment would be beneficial
to the Company due to the skill, expertise and knowledge of such person.

Article 55.3 of the Articles of Association of the Company also provides that in the event that the Board
is of the opinion that none of the directors appointed or elected in accordance with the provisions of
these Articles is a non-executive independent director competent in accounting and/or auditing as
required by the Capital Market Rules relating to the composition of the Audit Committee, the Board shall,
during the first Board meeting after the Annual General Meeting, appoint a person who is independent
and competent in accounting and/or auditing as a non-executive director, and shall appoint such person
to the Audit Committee.

Unless they resign or are removed, directors shall hold office for a period of one year. Directors whose
term of office expires, or who resign or are removed, are eligible for re-appointment.
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Any director may be removed at any time by the Company in a general meeting, provided that the
director who is to be removed shall be given the opportunity of making representations. A resolution for
the appointment and/or removal of a director shall be considered to be adopted if it received the assent
of more than fifty percent of the members present and voting at the general meeting.

Rule 5.64.8 - Amendments to the Memorandum and Articles of Association

Amendments to the Memorandum and Articles of Association of the Company are regulated by the
Companies Act, 1995 (Chapter 386, Laws of Malta). Subject to the provisions of Article 79 of the Act,
and the Approval of the Malta Financial Services Authority, the Company may, by extraordinary
resolution, alter or add to its Memorandum and Articles of Association.

Rule 5.64.9 - Powers of the Board members

The directors are vested with the management of the Company, and their powers of management and
administration emanate directly from the Memorandum and Articles of Association and the law. The
directors are empowered to act on behalf of the Company and in this respect have the authority to enter
into contracts and sue and be sued in representation of the Company. In terms of the Memorandum and
Articles of Association they may do all such things that are not, by the Memorandum and Articles of
Association, reserved for the Company in general meeting.

By virtue of an extraordinary resolution of the shareholders dated 15 December 2020, the Board of
Directors is authorised to issue any share capital of the Company, which is unissued, which authority is
valid for a maximum period of five (5) years, renewable for further periods of five (5) years each. As at
31 December 2022, the Company had eighty two million, nine hundred and ten thousand, two hundred
and seventy three (82,910,273) Ordinary Shares and forty nine million, eight hundred eighty six
thousand, six hundred and seventy one (49,886,671) Preference Shares in unissued share capital.

Rule 5.64.11 — Agreements with employees

The Company and one of its subsidiaries, have agreements with employees holding senior management
positions and directors providing for compensation upon termination based on either an agreed fixed
amount or the then applicable annual salary. Such agreements include a non-competition clause,
precluding such employees from competing with the Company and one of its subsidiaries, in the event
that their employment is terminated. In order for these non-competition clauses to be enforceable, the
Company and one of its subsidiaries, are bound to grant these individuals a sum based on an agreed
fixed amount or the then applicable annual salary.
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During 2019, one of Company’s subsidiaries entered into a number of agreements with five employees,
to the effect of allocating 5,626 share options in the subsidiary, with 75% vesting taking place over 36
months during which the employee must be in office and the remaining 25% vesting taking place over
the next 12 months, during which the employee must be in office. On the tenth anniversary of the grant
date or on the termination of employment, any award shares that have not vested shall automatically be
forfeited. Upon termination, all shares issued upon exercise of the options shall be subject to a call option
by the company to repurchase at fair market value. Three of the five individuals terminated their
employment, while the remaining two individuals signed an amendment to the original agreement
granting the share options to be effective from their respective employment start date. From the total
allocated share options of 5,626 during 2019, 1,563 share options remain in effect as at 31 December
2022.

Other disclosures pursuant to Rule 5.64

No disclosures are being made pursuant to Rules 5.64.2, 5.64.4, 5.64.6, 5.64.10 as these are not
applicable to the Company.

Approved by the Board of Directors on 28 April 2023 and signed on its behalf by:

Mario Schembri Radi Abd El Haj
Chairman Director
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Corporate Governance Statement of
Compliance

For the year ended 31 December 2022

Pursuant to the Malta Financial Services Authority Capital Market Rules 5.94 and 5.97, RS2 Software
p.l.c. (“the Company”) is hereby presenting a statement of compliance with the Code of Principles of
Good Corporate Governance (“the Principles” or “the Code”) for the year ended 31 December 2022,
which details the extent to which the Principles have been adopted, as well as the effective measures
taken by the Company to ensure compliance with these Principles.

Good corporate governance is the responsibility of the Board of Directors (“the Board”), which adopts
the Principles and endorses them accordingly. The Board believes that adoption of the Principles is
evidence of the Company’s commitment to a more transparent governance structure in the best interest
of its shareholders and the market as a whole.

As demonstrated by the information set out in this statement, together with the information contained
in the Remuneration Report, the Company believes that it has, save as indicated in the section entitled
“Non-Compliance with the Code”, throughout the accounting period under review, applied the Principles
and complied with the provision of the Code. In the Non-Compliance Section, the Board indicates and
explains the instances where it has departed from or where it has not applied the Code, as allowed by
the Code.

Part 1: Compliance with the Code
Principle One: The Board
The Board is composed of one (1) executive director and six (6) non-executive directors.

All the Directors, individually and collectively, are of the appropriate calibre with the necessary skills,
diversity of knowledge and experience to assist them in providing leadership, integrity and judgement in
directing the Company.

The Board is entrusted with establishing the long-term strategy, objectives and policies of the Company
and ensuring that these are pursued within the parameters of the relevant laws and regulations and best
business practices.

Further detail in relation to the Committees and the responsibilities of the Board may be found in Principle
four of this statement.

Principle Two: Chairman and Chief Executive

In line with the Principles, the roles of the Chairman and the CEO are kept separate. The Company adopts
a structure of clear division of responsibilities between the running of the Board and the management
of the Company’s business. The Chairman is responsible to lead and set the agenda of the Board. The
Chairman ensures that the Board’s members are all actively engaged in discussions and receive precise,
timely and objective information so that the Directors can take judicious and rigorous decisions to be
able to effectively monitor the performance of the Company.
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Corporate Governance Statement of
Compliaﬂce (continued)

The Chairman is also responsible for communicating with shareholders. During 2022, the position of
Chairman was occupied by Mr. Mario Schempbiri.

The delegation of specific responsibilities to appropriate Committees, namely the Audit Committee and
the Remuneration Committee is taken care of by the Board. On the other hand, the CEO takes care of
the day-to-day running of the Company’s business. During 2022, this position was occupied by Mr. Radi
Abd El Haj.

Principle Three: Composition of the Board

The number of directors shall be not less than three (3) and not more than eight (8) individuals. This
range provides diversity of thought and experience without hindering effective discussion or diminishing
individual accountability. Members of senior management also attend meetings, albeit without a vote, at
the request of the Board, as and when necessary. The Board is currently composed of one (1) executive
director (CEO) and six (6) non-executive independent directors. In determining the independence or
otherwise of its Directors, the Board has considered, amongst others, the Principles relating to
independence contained in the Code, the Company’s own practice as well as general good practice.

In accordance with Code Provision 3.2 of the Code, the Board has taken the view that the business
relationship existing between the Company and two of its directors, Mr. Mario Schembri and Dr. Robert
Tufigno, is not significant and thus does not undermine the said Directors’ ability to consider
appropriately the issues which are brought before the Board. Apart from possessing valuable experience,
the Board feels that the Directors in question are able to exercise independent judgement and are free
from any relationship which can hinder their objectivity. Furthermore, with respect to the non-executive
directors Mr. Mario Schembri, Dr. Robert Tufigno and Mr. Franco Azzopardi, despite their longevity of
service, the Board retains that there are no relevant factors that impair their objectivity or that could
influence or exert bias in their judgement and hence they are determined to be independent.

The appointment of directors to the Board is reserved exclusively to the Company’s shareholders, except
in so far as an appointment may be made to fill a casual vacancy on the Board or to comply with the
provision of the Capital Market Rules, relating to the members of the Audit Committee. Prior to being
appointed as directors, nominees undergo a due diligence process by the Company, to establish that
they are fit and proper persons.

Principle Four: The Responsibilities of the Board

The Board has the first level responsibility of executing the four basic roles of corporate governance
namely accountability, monitoring, strategy formulation and policy development. The Board regularly
reviews and evaluates corporate strategy, major operational and financial plans, risk policy and the
performance of the Company. The Board has a formal schedule of matters reserved for it to discuss and
includes a review of management’s implementation of corporate strategy and corporate objectives,
assessment of the Company’s present and future operations, opportunities, risks and threats emanating
from the external environment as well as current and future strengths and weaknesses.
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Corporate Governance Statement of
Compliaﬂce (continued)

When a Director is unable to agree with a decision of the Board, because a proposed course of action is
not deemed to be consonant with his statutory or fiduciary duties and responsibilities, and all reasonable
steps have been taken to resolve the issue, the Director can either opt to formally note his reasons for
objection to any decision of the Board, or alternatively if the decision is of such material importance,
then resignation may be the better alternative. When a Director feels that resignation may be a better
alternative to submission, which objectively is of material importance to the shareholders, then an
appropriate announcement will be made.

Board Committees

The Board has established the Audit Committee and the Remuneration Committee.

Audit Committee

The Audit Committee’s terms of reference, which have been approved by the Malta Financial Services
Authority, are modelled on the provisions of the Capital Market Rules, primarily to monitor the financial
reporting process and the effectiveness of the Company’s internal control procedures. Whilst the
Committee vets and approves related party transactions, it also considers the materiality and the nature
of related party transactions to ensure that the arm’s length principle is adhered to.

The Audit Committee is responsible for managing the Board’s relationship with external auditors,
monitoring the audit of the annual and consolidated accounts, making recommendations to the Board
on their appointment and monitoring their independence, especially with respect to non-audit services.
In addition, the Audit Committee is responsible for considering whether a financial internal audit function
is required and makes recommendations accordingly to the Board. In the event that the Committee
determines the necessity of an internal audit function, it shall recommend the role, functions and remit
and how the establishment of such function shall add value to the Company. The Committee shall
constantly monitor and assess the role and effectiveness of the internal audit function. Moreover, the
Audit Committee shall review the Company’s arrangements related to whistle blowing, also ensuring that
such arrangements allow proportionate and independent investigation of such matters and appropriate
follow up action.

Mr. Franco Azzopardi, an independent non-executive director appointed by the Board, acts and serves
as Chairman, whilst Dr. Robert Tufigno and Prof. RaSa Karapandza, both independent non-executive
directors, act as members. No changes in the composition of the committee took place during the year
ended 31 December 2022. The Company Secretary, Dr. Ilvan Gatt, acts as secretary to the Committee.
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Corporate Governance Statement of
Compliaﬂce (continued)

Mr. Franco Azzopardi is a qualified accountant and auditor who the Board considers as the person
competent in accounting and auditing. Prof. Rasa Karapandza is a professor of finance and serves as an
academic director of the Master in Finance programme and is deemed to be a competent member of
the Audit Committee. Dr. Robert Tufigno has practised in the fields of general commercial law, property
law and litigation and due to his legal expertise, Dr. Robert Tufigno is deemed a competent member of
the Audit Committee by the Board. The Board of Directors of the Company considers that the Audit
Committee as a whole has the required competence relevant to the payment software industry. In fact,
each member has an individual skill set which complements the skills required in this industry.

The members of the Audit Committee are free from any business, family or other relationship with the
Company, its controlling shareholder and the management of either. Dr. Robert Tufigno is a partner in
GTG Advocates (legal advisors to the Company); however such relationship is not considered to be
significant and does not create a conflict of interest such as to jeopardise exercise of his free judgement.
The executive directors, members of senior management and the external auditors are invited to attend
meetings at the request of the Committee, as and when required.

Meetings held: 5

Attended
Mr. Franco Azzopardi 5
Dr. Robert Tufigno 5
Prof. RaSa Karapandza 5

Principle Five: Board Meetings

Meetings of the Board are held as frequently as necessary and are notified by the Company Secretary
with appropriate notice before the meeting. Each agenda for the forthcoming meeting is accompanied
by such papers and documents as are necessary to make directors informed of the issues to be
discussed and in particular the decisions they are expected to take. Meetings may also include
presentations by Management, whilst other information and documentation is made available for perusal
by the directors, at their request. After each Board meeting and before the next, minutes that faithfully
record attendance and decisions are circulated to all directors. Members of senior management attend
meetings at the request of the Board, as and when necessary.

When the audit committee’s monitoring and review activities reveal cause for concern or scope for
improvement, it shall make recommendations to the Board on actions needed to address the issue or
improvements to be made. The Board shall satisfy itself that any issues raised by the audit committee
and the external Auditor and communicated to the Board, have been adequately addressed.
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Corporate Governance Statement of
Compliaﬂce (continued)

The Board meetings were attended as follows:
Meetings held: 5
Attended
Executive Director

Mr. Radi Abd El Haj (CEO) 5

Non-executive Directors

Mr. Mario Schembri (Chairman)
Dr. Robert Tufigno

Mr. Franco Azzopardi

Mr. John Elkins

Prof. Rasa Karapandza

Mr. David Price

N o1 o o1 o1 O

Dr. lvan Gatt occupies the position of Company Secretary.

Principle Six: Information and professional development

The CEO is appointed by the Board and enjoys the full confidence of the Board. The CEO, although
responsible for the recruitment and selection of senior management, consults with the Remuneration
Committee and the Board on the appointment of, and on a succession plan, for senior management.

As part of the Company’s succession planning, the Board implements appropriate schemes to recruit,
motivate and retain highly qualified individuals by creating the right environment and opportunities to
move forward within the organisation. On their appointment, new directors are provided with briefings
by the CEO and the other Chief Officers on the activities of their respective business area. Ongoing
training of directors, management and employees is seen as very important.

The Directors have access to the advice and services of the Company Secretary and supporting legal
advice, and are entitled, as members of the Board, to take independent professional advice on any
matter relating to their duties, at the Company’s expense. The Directors are fully aware of their
responsibility to always act in the best interest of the Company and its shareholders as a whole,
irrespective of whoever appointed them to the Board.
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Corporate Governance Statement of
Compliaﬂce (continued)

Principle Seven: Evaluation of the Board

During the year under review, the Board undertook an evaluation of its own performance. The Board
appointed a sub-committee, comprised of Dr. Robert Tufigno and Mr. Franco Azzopardi to carry out the
performance evaluation of the Board and its Committees. The evaluation exercise was conducted
through a Board effectiveness questionnaire. The results were communicated to the Chairman and then
discussed at Board level and there were no material changes in the Company’s governance structures
and organisation to report.

Principle Eight: Committees

The Remuneration Committee is dealt with under a separate section in the Annual Report entitled
“Remuneration Report” which can be found on pages 48 to 51. This section also includes a “Remuneration
Statement” which deals with the remuneration of Directors and senior management.

Principles Nine and Ten: Relations with Shareholders, Market, and Institutional Shareholders

The Company is highly committed to having an open and communicative relationship with its
shareholders and investors. At the Company’s Annual General Meeting (AGM), the Board ensures that
information is communicated to the shareholders in a transparent and accountable manner. The ordinary
business at the AGM is to consider the financial statements of the Company, the directors’ and auditors’
report for the period, to approve any dividend recommendation by the directors, to elect the directors
and to appoint the auditors. The Chairman ensures that all Directors of the Board who include the
Chairmen of the Audit and Remuneration Committees are available at the AGM in order to answer
questions.

The Board also considers the Annual Report to be an effective document which, in addition to statutory
disclosures, contains detailed information about the Company and its performance.

At the time of the AGM or whenever there are any significant events affecting the Company, meetings
are held with institutional investors, financial intermediaries and stockbrokers. The Board recognises the
importance of providing the market with regular, timely, accurate, comprehensive and comparable
information in sufficient detail to enable investors to make informed decisions. Periodic Company
announcements are issued in accordance with the Capital Market Rules to maintain a fair and informed
market in the Company’s equity securities. The Board discharges its obligations under the Memorandum
and Articles of Association, legislation, rules and regulations by having in place formal procedures for
dealing with potentially price-sensitive information and ensuring the proper conduct of its officers and
staff in this regard. These procedures are incorporated in an Internal Code of Dealing which is drawn up
in accordance with the requirements of the Capital Market Rules and which applies to all directors and
key employees of the Company.

e RS2



Annual Report and Financial Statements | Page 44

Corporate Governance Statement of
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The Board believes that shareholders should have an opportunity to send communications to the Board.
Any communication from a shareholder, to the Board generally or to a particular director, should be in
writing, signed, contain the number of shares held in the sender’s name and should be delivered to the
attention of the Company Secretary at the principal offices of the Company.

Any two members of the Company holding at least five per cent (5%) of the shares conferring a right to
attend and vote at general meetings of the Company, may convene an Extraordinary General Meeting in
accordance with the provisions of the Articles of Association.

The Company’s presence is also on the worldwide web through its website at www.rs2.com, which
contains information and news about the Company, its products, developments and activities, as well
as an investors section.

Principle Eleven: Conflicts of Interest

The Directors are strongly aware of their responsibility to act at all times in the interest of the Company
and its shareholders as a whole, and of their obligation to avoid conflicts of interest, irrespective of
whoever appointed them to the Board.

The Board has approved an Internal Code of Dealing that details the obligations of the directors, as well
as those of senior management and other individuals having access to sensitive information, on dealings
in the equity of the Company within the parameters of the law and the Principles. Each Director has
declared his interest in the share capital of the Company distinguishing between beneficial and non-
beneficial interest.

In accordance with the provisions of the Articles of Association of the Company, any actual, potential or
perceived conflict of interest must be immediately declared by a Director to the other members of the
Board, who then (also possibly through a referral to the Audit Committee) decide on whether such a
conflict exists. In the event that the Board perceives such interest to be conflicting with the Director’s
duties, the conflicted director is required to leave the meeting and both the discussion on the matter
and the vote, if any, on the matter concerned, are conducted in the absence of the conflicted Director.

When a Director has a continuing material interest that conflicts with the interests of the Company, he
is required to take effective steps to eliminate the grounds for conflict. In the event that such steps do
not eliminate the grounds for conflict, then the Director should consider resigning.

Principle Twelve: Corporate Social Responsibility

The Company understands that it has an obligation towards society at large to put into practice sound
principles of Corporate Social Responsibility (CSR). It is therefore committed to embark on initiatives
which support the community, the environment, as well as sports and arts.
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Corporate Governance Statement of
Compliaﬂce (continued)

The Company recognises the importance of good CSR principles in its dealings with its employees. In
this regard, it actively encourages open communication, teamwork, training and personal development,
whilst creating opportunities based on performance, creativity and initiative. The Company is committed
towards social investment and the quality of life of its work force and their families, and of the local
community in which it operates.

Part 2: Non Compliance with the Code
Principle Four: The Responsibilities of the Board

Principle 4.2.7: The Code recommends the development of a succession policy for the future
composition of the Board of Directors. The Company does not consider this principle to be applicable to
it on the basis that appointment of Directors is a matter which is reserved exclusively to the Company’s
shareholders (except as specified herein).

Principle Eight B: Nomination Committee

The Memorandum and Articles of Association of the Company regulates the appointment of directors.
Article 55.1 of the Articles of Association provides that a member, holding not less than 0.5% of the
issued share capital of the Company, having voting rights, or a number of members who in the aggregate
hold not less than 0.5% of the issued share capital of the Company, having voting rights, shall be entitled
to nominate fit and proper persons for appointment as directors of the Company. In addition, the
directors themselves or a committee appointed for the purpose by the Board may make
recommendations and nominations to the shareholders for the appointment of directors at the next AGM.

Within this context, the Board believes that the setting up of a Nomination Committee is currently not
suited to the Company since it will not be able to undertake satisfactorily its full functions and
responsibilities as envisaged by the spirit of the Code. Notwithstanding this, the Board will retain under
review the issue relating to the setting up of a Nomination Committee.

Principle Nine (Code provision 9.3): Relations with shareholders and with the market

The Company firmly believes that shareholder participation is an essential precondition for effective
corporate governance. The Company has fully implemented the Shareholders Rights Directive (Directive
2007/36/EC) as transposed in Maltese Law and to this regard, has introduced a number of measures
aimed at facilitating the exercise of shareholders’ rights and protecting the shareholders’ interests.
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The measures currently available for shareholders, notably the right to put items on the agenda of the
AGM, and to table draft resolutions, and the right to ask questions, provide the necessary safeguards
for the protection of the shareholders’ interests. To this regard, the Company does not believe that the
current corporate structure requires it to introduce (a) procedures to resolve conflicts between minority
shareholders and controlling shareholders; and/or (b) the possibility for minority shareholders to formally
present an issue to the Board.

Pursuant to Capital Market Rule 5.97

Rule 5.97.4 - Internal Control and Risk Management Systems in relation to the Financial
Reporting Process

The Board is ultimately responsible for the Group’s system of internal control and for reviewing their
effectiveness. Such systems are designed to manage rather than eliminate the risk of failure to achieve
business objectives, and can only provide reasonable, as opposed to absolute, assurance against
material misstatement or loss.

Management is responsible for the identification and evaluation of key risks applicable to the different
areas of business. The Board reviews its risk management policies and strategies and oversees their
implementation to ensure that identified key risks are properly assessed and managed. An internal audit
function has been set up to ensure that appropriate controls are in place and to review how such key
risks are mitigated.

Financial reporting standards are applicable to all entities of the Group. Systems and procedures are in
place to identify, control and report on the high-risk areas. The Board and the Audit Committee receive
management information, giving an analysis of financial and business performance and position,
including variances against budgets.

On a bi-annual basis, a discussion is held with the Audit Committee on the processes in place to generate
this financial information. A discussion on the results is also held on a bi-annual basis with the Board of
Directors.

Rule 5.97.6 — General Meetings

Pursuant to the Company’s statutory obligations in terms of the Companies Act and the MFSA Capital
Market Rules, the Annual Report and financial statements, the declaration of a dividend, the election of
directors, the appointment of the auditors, the authorisation of the directors to set their remuneration,
and other special business, are proposed and approved at the Company’s AGM. The Board of Directors
is responsible for developing the agenda for the AGM and sending it to the shareholders.

The AGM is conducted in accordance with Articles of the Company and has the powers therein defined.
The shareholders’ rights can be exercised in accordance with the Articles of the Company.

The Memorandum and Articles of the Company may be amended by means of an extraordinary
resolution (as defined in the Articles) of the Company during general meetings.
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All shareholders registered in the Shareholders’ Register on the Record Date as defined in the Capital
Market Rules, have the right to attend, participate and vote in the general meeting. A shareholder or
shareholders holding not less than 5% in nominal value of all the shares entitled to vote at the general
meeting may request the Company and/or table draft resolutions for items included in the agenda of a
general meeting. Such requests are to be received by the Company at least fourty six (46) days before
the date set for the relative general meeting.

A shareholder who cannot participate in the general meeting can appoint a proxy by written or electronic
notification to the Company. Every shareholder represented in person or by proxy is entitled to ask
questions which are pertinent and related to items on the agenda of the general meeting and to have
such questions answered by the directors or such persons as the directors may delegate for that
purpose.

Mr. Mario Schembri Mr. Radi Abd El Haj
Chairman Director
28 April 2023
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Remuneration Report
For the year ended 31 December 2022
Remuneration Report

Terms of Reference and Membership

The remit of the Remuneration Committee (“the Committee”) is set out in the Terms of Reference
adopted by the Board of Directors. The Committee is composed of three (3) non-executive directors,
Dr. Robert Tufigno (Chairman), Mr. Franco Azzopardi and Mr. Mario Schembri. The CEO is invited to
attend meetings of the Committee where appropriate. The Chairman of the Committee, Dr. Robert
Tufigno, is independent in accordance with Code Provision 8.A.1.

Meetings

The Committee held one (1) meeting during the period under review.

Attended
Dr. Robert Tufigno 1
Mr. Franco Azzopardi 1
Mr. Mario Schembri 1

Remuneration Statement
Remuneration of Directors

The determination of the remuneration arrangements for Board members is determined by the
Committee. The Committee is primarily responsible for devising appropriate packages needed to attract,
retain and motivate executive and non-executive directors with the right qualities and skills for the
proper management of the Company and for ensuring compliance with the relevant provisions and
regulations of good corporate governance on remuneration and related matters.

The Company has agreements with directors providing for compensation upon termination based on
either an agreed fixed amount or the then applicable annual salary. These agreements include a non-
competition clause, precluding such employees from competing with the Company in the event that their
employment is terminated. Upon termination of employment of the said directors, the Company is bound
to grant these individuals a sum based on either an agreed fixed amount or on their annual salary as
compensation.

During the year, there were no director contracts which were terminated.
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Remuneration Report continuea)

Remuneration Statement — Senior Management

The Committee also makes recommendations on the remuneration of senior management. Upon making
such recommendations, it considers that members of senior management of the Company are provided
with appropriate incentives to encourage enhanced performance and are, in a fair and responsible
manner, rewarded for their individual contributions to the success of the Company.

There have been no significant changes in the Company’s remuneration policy during the financial year
under review and no significant changes are intended to be effected during 2022.

In addition, the Committee is responsible for authorising all remuneration arrangements involving share
options. In the case of the CEO and Chief Officers, the Committee is of the view that the link between
remuneration and performance is reasonable and appropriate.

Non-cash benefits to which the CEO and Chief Officers are entitled are the use of a company car and
health insurance. Other benefits include the rental of a residential property. The death-in-service benefit
also forms part of the contract of employment of senior management personnel on the same terms
applicable to all other Company employees.

The Company has agreements with employees holding senior management positions providing for
compensation upon termination, based either on an agreed fixed amount or on the then applicable
annual salary.

These agreements include a non-competition clause, precluding such employees from competing with
the Company in the event that their employment is terminated. Upon termination of employment of
senior management, the Company is bound to grant these individuals a sum based on their annual salary
as compensation. The Company has opted not to disclose further information regarding the
remuneration to be paid to its senior executives pursuant to its non-competition clause on the basis that
it is commercially sensitive.

Code Provision 8.A.5
Directors

For the financial period under review, the aggregate remuneration of the Directors of the Company
was as follows:

Fixed Remuneration €484,336
Variable Remuneration €200,000
Fixed remuneration as full-time employees of the Company €756,127
Others €42,840
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Remuneration Report continuea)

Directors' total remuneration, split out by component, for the financial year ended 31 December 2022,
was as follows:

Fixed

remuneration as

full-time

Fixed Variable employees of
Remuneration Remuneration the Company Others Total
€ € € € €
Mr. Mario Schembri (Chairman) 201,556 - - - 201,556
Mr. Radi Abd El Haj (CEQ) 54,000 200,000 756,127 - 1,010,127
Dr. Robert Tufigno 76,500 - - - 76,500
Mr. Franco Azzopardi 76,500 - - - 76,500
Mr. John Elkins 14,280 - - 42,840 57,120
Prof. Rasa Karapandza 61,500 - - - 61,500
Mr. David Price* - - - - -
484,336 200,000 756,127 42,840 1,483,303

* Mr. David Price is the Managing Director of Client Coverage in Barclaycard Commercial Payments. No
remuneration is paid by the Company as he is remunerated accordingly by Barclays Group, being one of
the shareholders of RS2 Software p.l.c..

In terms of Code Provision 8.A.5 of the Malta Financial Services Authority Capital Market Rules, the CEO
of RS2 Software p.l.c. received remuneration of €120,000 by one of the subsidiaries during the financial
year ended 31 December 2022. The total emoluments the CEO was entitled to for this financial year
amounted to €1,130,127.

The Remuneration Committee is guided by a policy which binds the members of the committee and
defines parameters on constitution of committees, membership, frequency of meetings, the duties and
defines other obligations of the committee under a section named other matters.

Within section four (titled Duties) of the aforementioned policy; the Committee has the vested powers
to agree on the remuneration package of the Directors based on parameters as set out in section 4
(iv). The committee has full visibility of the Company’s projected budgets for a three-year span and is
also aware of Company performance for any quarter and year. The remuneration of each Director,
together with the responsibility carried by each member, ensures fair compensation to ensure
achievement of the expected results of the Company, as outlined in the budgets, and ensures that the
overall remuneration package remains competitive when positioned in the market. The performance
criteria applied in 2022 were based on the increased responsibility that is expected to be carried by the
Directors on various fronts including but not limited to; achievement of performance targets, retention
of existing clients, adherence to governance rules and regulations in the various regions of established
subsidiaries and ensuring best practices, as well as continuing to optimise management and operations
practices of the Group.
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Remuneration Report continuea)

The performance criteria on which the variable component of remuneration was awarded included both
an objective evaluation (results-based) and strategic measures (behaviour-focused).

The Committee measured these qualities and abilities as critical performance criteria. The evaluation
process also focused on the ability to align the Company’s operations with the strategy of the
organisation and integration with the overall organisation’s goals.

Senior Management personnel

For the financial period under review, the aggregate remuneration of the senior management personnel
of the Company, other than those that serve as Directors, was as follows:

Fixed Remuneration €1,120,844
Variable Remuneration €324,133
Share-based Payments €Nil
Share Options €Nil
Others €Nil

The contents of the Remuneration Report have been reviewed by the external auditor to ensure that the
information that needs to be provided in terms of Chapter 12 of the Capital Market Rules including
Appendix 12.1 has been included.

Dr. Robert Tufigno

Chairman, Remuneration Committee
28 April 2023
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Statement of the Directors pursuant to Capital
Market Rule 5.68

For the year ended 31 December 2022

We, the undersigned declare that to the best of our knowledge, the financial statements set out on pages
55 to 187 are prepared in accordance with the requirements of International Financial Reporting
Standards as adopted by the EU, give a true and fair view of the assets, liabilities, financial position and
profit or loss of the Company and the Group and that the Directors’ Report includes a fair view of the
performance of the business and the position of the Company and the Group, together with a description
of the principal risks and uncertainties that they face.

Signed on behalf of the Board of Directors on 28 April 2023 by:

Mario Schembri Radi Abd El Haj

Chairman Director
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Company Information

For the year ended 31 December 2022

Directors Mr Mario Schembri (Chairman)
Mr. Radi Abd El Haj (CEO)
Dr. Robert Tufigno
Mr. Franco Azzopardi
Mr. John Elkins
Prof. Rasa Karapandza
Mr. David Price

Company Secretary Dr. lvan Gatt

Registered Office RS2 Buildings
Fort Road, Mosta MST 1859
Malta

Country of Incorporation Malta

Company Registration No C 25829

Auditors Deloitte Audit Limited

Deloitte Place

Trig L-Intornjatur
Central Business District
CBD 3050, Malta

Legal Advisors Gatt Tufigno Gauci Advocates
66, Old Bakery Street
Valletta VLT 1454
Malta
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Directors’ Responsibility for the Financial
Statements

For the year ended 31 December 2022

The Companies Act, 1995 (Chapter 386, Laws of Malta) requires the Directors of the Company to prepare
financial statements for each financial period which give a true and fair view of the financial position of
the Company and the Group as at the end of the financial period and of the profit or loss of the Company
and the Group for that period in accordance with the requirements of International Financial Reporting
Standards as adopted by the EU.

The Directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy, at any time, the financial position of the Group and the Company and to enable them to ensure
that the financial statements have been properly prepared in accordance with the provisions of the Act.

The Directors are also responsible for safeguarding the assets of the Group and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.

Additionally, the directors are responsible for:

e the preparation and publication of the Annual Financial Report, including the consolidated
financial statements and the relevant tagging requirements therein, as required by Capital
Markets Rule 5.56A, in accordance with the requirements of the European Single Electronic
Format Regulatory Technical Standard as specified in the Commission Delegated Regulation (EU)
2019/815 (the “"ESEF RTS”),

e designing, implementing, and maintaining internal controls relevant to the preparation of the
Annual Financial Report that is free from material non-compliance with the requirements of the
ESEF RTS, whether due to fraud or error,

and consequently, for ensuring the accurate transfer of the information in the Annual Financial
Report into a single electronic reporting format.

The Directors, through oversight of management, are responsible to ensure that the Group
establishes and maintains internal control to provide reasonable assurance with regards to the
reliability of financial reporting, effectiveness and efficiency of operations and compliance with
applicable laws and regulations.

Management is responsible, with oversight from the Directors, to establish a control environment and
maintain policies and procedures to assist in achieving the objective of ensuring, as far as possible, the
orderly and efficient conduct of the Group’s business. This responsibility includes establishing and
maintaining controls pertaining to the Group’s objective of preparing financial statements as required by
the Act and managing risks that may give rise to material misstatements in those financial statements.
In determining which controls to implement to prevent and detect fraud, Directors consider the risks that
the financial statements may be materially misstated as a result of fraud.

Signed on behalf of the Board of Directors on 28 April 2023 by:

Mario Schembri Radi Abd El Haj

Chairman Director
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Statements of Financial Position

As at 31 December

ASSETS

Property, plant and equipment
Right-of-use assets

Intangible assets and goodwill
Investments in subsidiaries
Loans receivable

Finance lease receivable

Total non-current assets

Trade and other receivables
Finance lease receivable
Loans receivable
Prepayments

Accrued income and contract costs

Inventory
Cash at bank and in hand

Total current assets

Total assets

Note

10
1
14

14
14
15

13
16

THE GROUP THE COMPANY
2022 2021 2022 2021

€ € € €
8,223,862 9,222,060 7,546,388 7,733,728
2,345,251 2,122,514 405,080 429,882
18,812,126 15,742,080 11,689,983 9,095,509
- - 19,714,175 17,942,984

- - 2,110,148 2,107,484

158,833 97,702 - -
29,540,072 27,184,356 41,465,774 37,309,587
6,355,216 6,065,903 21,504,839 17,308,767
83,619 56,440 - -
195,862 945,565 22,667 945,790
1,307,543 1,279,024 610,081 809,777
2,130,015 3,776,538 435,806 6,148,870
245,813 81,244 - i
3,494,110 8,217,898 186,109 1,260,672
13,812,178 20,422,612 22,759,502 26,473,876
43,352,250 47,606,968 64,225,276 63,783,463
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Statements of Financial Position (continued)

As at 31 December THE GROUP THE COMPANY
2022 2021 2022 2021
Note € € € €
EQUITY
Ordinary Share Capital 17 13,025,383 11,578,114 13,025,383 11,578,114
Preference Share Capital 17 606,800 539,376 606,800 539,376
Reserves 17 11,639,630 13,142,739 11,995,697 13,287,365
Retained earnings 17 2,603,082 4,959,161 24,036,138 22,840,874
Total equity attributable
to equity holders of the
Company 27,874,895 30,219,390 49,664,018 48,245,729
Non-controlling interest (3,724,251) (4,792,747) - -
Total equity 24,150,644 25,426,643 49,664,018 48,245,729
LIABILITIES
Bank borrowings 18 620,748 1,124,000 620,748 1,124,000
Lease liabilities 9 1,940,681 1,771,163 418,614 434,944
Employee benefits 28,29 3,377,398 3,966,584 3,006,384 3,473,288
Deferred tax liability 19 3,038,851 2,387,540 2,231,346 1,698,403
Total non-current
liabilities 8,977,678 9,249,287 6,277,092 6,730,635
Bank borrowings 18 511,854 497,942 511,854 497,942
Trade and other payables 20 1,107,346 1,895,735 2,495,123 1,419,710
Lease liabilities 9 472,293 410,767 16,329 15,868
Current tax payable 3,152,852 3,345,581 1,556,904 2,951,368
Accruals 21 2,831,024 3,455,711 1,806,309 1,508,055
Provisions 32 150,445 407,516 116,523 407,516
Employee benefits 28,29 355,163 1,350,784 - -
Deferred income 21 1,642,951 1,567,002 1,781,124 2,006,640
Total current liabilities 10,223,928 12,931,038 8,284,166 8,807,099
Total liabilities 19,201,606 22,180,325 14,561,258 15,537,734
Total equity and liabilities 43,352,250 47,606,968 64,225,276 63,783,463

The accompanying Notes on pages 66 to 187 are an integral part of these financial statements.

Approved and authorised for issue by the Board of Directors on 28 April 2023 on its behalf by:

Mario Schembri Radi Abd El Haj

Chairman Director
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Statements of Profit or Loss

For the year ended 31 December

Revenue
Cost of sales

Other income

Marketing and promotional
expenses

Administrative expenses

Other expenses
Gr%gﬁ étgain on operating

activities

Impairment loss on trade
receivables and contract

assets

Reversal/(Provision) for legal
claims and related expenses

Results from operating activities

Finance income
Finance costs

Net finance (costs)/income

Profit before income tax
Income tax expense

(Loss)/Profit for the year

(Loss)/Profit for the year
attributable to:

Owners of the Company
Non-controlling interest

(Loss)/Profit for the year

Earnings per preference
Earnings per ordinary share 26

share

THE GROUP THE COMPANY

2022 2021 2022 2021

Note € € € €
22 37,516,061 38,679,863 19,723,729 24,526,965
(25,679,758) (21,734,786) (13,585,802) (15,263,080)

23 366,840 333,244 28,028 252,051
(1,634,528) (1,383,922) (432,405) (357,523)
(10,339,684) (8,453,193) (4,625,102) (3,952,621)
23 (67,098) (65,173) (16,561) (36,883)

11,836,303 16,945,077 6,137,927 9,263,885

23 1,532,242 171,921 518,006 758,201
23 (135,733) (583,607) (133,418) (134,778)
256,594 (406,179) 290,973 (406,179)
1,814,936 6,558,168 1,767,448 5,386,153

24 46,009 57,506 65,076 85,917
24 (82,503) (200,010) (56,977) (159,263)
(36,494) (142,504) 8,099 (73,346)

23 1,778,442 6,415,664 1,775,547 5,312,807
25 (2,028,433) (3,067,436) (633,896) (1,798,045)
(249,991) 3,348,228 1,141,651 3,514,762
(64,408) 3,011,512 1,141,651 3,514,762
(185,583) 336,716 - -
(249,991) 3,348,228 1,141,651 3,514,762

26 €0.000 €0.015 0.006 €0.017

€0,000 €0.013 €0.005 £€0.016

The accompanying Notes on pages 66 to 187 are an integral part of these financial statements.
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Statements of Comprehensive Income

For the year ended 31 December

THE GROUP THE COMPANY
Notes € € € €
(Loss)/Profit for the year (249,997) 3,348,228 1,141,651 3,514,762
Other comprehensive income
2022 2021 2022 2021
ltems that are or may be
reclassified to profit or loss
Foreign currency translation
differences on foreign operations (429,215) (430,720) - -
ltems  that will not be
Net change in fair value of
investment in equity
instruments
designated at FVTOCI upon
initial recognition - 9,465 - 9,465
recRREFREHIS BRI or B5s et o
defined benefit liability 606,014 52,814 531,638 46,319
176,799 (368,441) 531,638 55,784
Total comprehensive
(loss)/income (73,192) 1,673,289 3,570,546
Total comprehensive
Owners of the Company 262;91@:787 3,127,258 1,673,289 3,570,546
Mecatbossichtntiviable
2,979,787 3,570,546
Norcontrolling interest (340,534 42470 = =
(loss)ihcome for the year (73,192 1,673,289

The accompanying Notes on pages 66 to 187 are an integral part of these financial statements.
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Statements of Changes in Equity

For the year ended 31

THE GROUP

Balance at 1 January 2022

Comprehensive income for the
year

Loss for the year

Other comprehensive income,

Foreign currency translation
differences

Remeasurement in net defined
benefit liability

Total other comprehensive
(loss)/income for the year

Total comprehensive
(loss)/income for the year

Transactions with owners of
the Company

Bonus Issue

Share Options Exercised

Acquisition of NCI without a change

in control

Reclass of controlling and
non-controlling profit

Vested share-based payments

Balance at 31 December 2022

Annual Report & Finan

December
Attributable to equity holders of the Company
Share
Share Share Share Translation benefits Other option Retained
Capital Capital premium reserve reserve reserve reserve Earnings Total
11,578,114 47,766 15,193,501 (167,601)  (1,700,164) 255,000 53,613 4,959,161 30,219,390
OrdinaryPreference Employee
- - - - - - - (64,408) (64,408)
€ € € € € € € € € € €
- - - (274,264) - - - - (274,264)
28 - - - - 606,014 - - - 606,014
- - - (274,264) 606,014 - - - 331,750
- - - (274,264) 606,014 - - (64,408) 267,342
17 1,447,269 67,424 (1,514,693) - - - - - -
17 - - - (76,039) - - - (3129,398) (3,205,437)
7 " : - - - 4486 - (53613) 53,613 - 784,114~ 848,600
1,447,269 67,424 (1,514,693) (11,553) - - (53,613)  (2,291,671) (2,356,837)
29
= (255,000) = = {255,000) = (255,000)

13,025,383 115,190

13,678,808 (453,418 (1,094,150)

2,603,082 27,874,895

(3,724,251) 24,150,644



Statements of Changes in Equity

For the year ended 31 December

THE GROUP

Attributable to equity holders of the Company

Annual Report & Finan

€ €
Balance at 1 January 2021 11,578,114
Comprehensive income for the
year
Profit for the year

Ordinary Prefeene
Share Share Other  Share
Capital Capital EQuity premium
Other comprehensive incomgte
Foreign currency translation
differences - -
Net change in fair value of equity
investments designated as upon
initial recognition - -
Remeasurement in net defined

benefit liability 28 - -

€ €
- (136,556)

1,077

Translation
reserve

benefits
reserve

€ € € €
(221,068) 77,227  (1,752,978) 255,000

Share .
Other option - Retained
Reserve reserve Earnings

Fair Emploge
value -
reserve

53,467 - - -

- 9465 - -

52,814 -

€ €

77,263 1,837,307 11,715

Nor
- contrelting12
Total interest

Total
Equity

- - 53

Total other comprehensive
income/(loss) for the year - -

53,467 9,465 52,814 -

118

Total comprehensive
income/(loss) for the year - -

53,467 9,465 52,814 -

- 3,011,512 3,127

Transactions with owners of the
Company

Preference Share Issue

Share Options Exercised -

Share Issuance Costs 17 -

Reclassification of preference
share issuance costs

539,376
(355,054)

(136,556)

- 15,192,424

136,556 -

- 15,731
23,650

(23,650)
- - (355,

- 47,766

136,556

15,192,424

(23,650) 23,650 15,376

Transfer upon disposal of
investments 12 - -

- (86,692) - -

- 86,692

Balance at 31 December 2021 1,578,114 47,766

- 15,193,501

(167,601) - (1,700,164) 255,000

53,613 4,959,161 30,219
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Statements of Changes in EQuity (continued)

For the year ended 31 December

THE COMPANY Ordinary Preference Share Employee
Share Share Share Other option benefits F
capital e
Note € € € € € €
Balance at 1 January 2022 11,578,114 47,766 15,193,501 255,000 53,613 (1,723,139) 2
o capital premium  Reserves Reserve reserve Total
Comprehensive income for the year
Profit for the year - - - -
Other comprehensive income
Remeasurement in net defined benefit liability 28 - N - - - 531,638
Total other comprehensive income for the
year - - - - - 531,638
Total comprehensive income for the year - B - - - 531,638
Transactions with owners of the Company
Bonus Issue 17 1,447,269 67,424 (1,514,693) - - -
Share Options exercised - - ) - (53,613) -
1,447,269 67,424 (1,514,693) - (53,613) -
Vested share-based payments 29 - - - (255,000) -
Balance at 31 December 2022 13,025,383 115,190 13,678,808 - - (1,191,501) 2

The accompanying Notes on pages 66 to 187 are an integral part of these financial statements.



Statements of Changes in EQuity (continued)

For the year ended 31 December

Balance at 1 January 2021

THE COMPANY

Comprehensive income for the year
Profit for the year

Other comprehensive income

Remeasurement in net defined benefit
liability

Net change in fair value of equity

investments designated as FVTOCI upon
initial recognition

Total other comprehensive income for
the year

Total comprehensive income for the year

Transactions with owners of the Company

Preference Share Issue

Share Options exercised

Share Issuance Costs

Reclassification of preference share
issuance costs

Transfer upon disposal of investments

Balance at 31 December 2021

Annual Report & Finan

Ordinary Preference Share Employee
Share Share Other Share Fair Other option benefits Re
capital capital equity  premium Reserve Reserv Reserve reserve eal
Note € € € € € € € €
11,578,114 - (136,556) 1,077 77,227 255,000 77,263 (1,769,458) 19,
- - - - - - - - 35
28 - - - - - - - 46,319
- - - - 9,465 - - -
, : - - 9,465 - - 46,319
N R - - 9,465 - - 46,319 3,5
17 - 539,376 - 15,192,424 - - - -
- - - - - - (23,650) -
17 - (355,054) - - - - - -
17 - (136,556) 136,556 - - - - -
- 47,766 136,556 15,192,424 - - (23,650) -
12 - - - - (86,692) - - -
11,578,114 47,766 - 15,193,501 - 255,000 53,613 (1,723,139) 22,8
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Statements of Cash Flows

For the year ended 31 December

THE GROUP THE COMPANY
2022 2021 2022 2021
Notes € € € €
(Loss)/Profit for the year (249,991) 3,348,228 1,141,651 3,514,762
Adjustments for:
Depreciation 8,9 1,054,999 1,099,279 283,733 345,827
130,656 132,714
receivables 23 356,540 132,416
Bad debts written off 23 5,077 227,067 704 2,362
Interest payable 24 98,938 206,335 55,164 161,850
Cash flows from operating activities
Provisions (256,594) 406,179 (290,973) 406,179
Unwinding of discount on  post-
employment benefits 28 73,866 93 64,734 93
Amortisation oftangible assets 10 930,178 1,102,595 909,64 1,043,599
ProyfieBttelPiuridg PRI MER:  1oss on Hg - (111,420) - (111,420)
Unwinding of discount on deposit (3,023) 1,189 - -
Employee share benefits 29 269,994 332,630 - -
Interest receivable 24 (46,009 (56,846) (65,076 (85,257)
Loss on disposal of property, plant & 32,638 - 7,647 _
equipment
Po&%%?otﬁﬁent benefit written 25 2,028,433 3,067,436 633,897 1,798,045
Change in fair value of derivative 24 - (660) - (660)
) ) ) 2,945,%349 9,799,729 27749 256 6,374,137
InppRiRgEStHass AN ARt BEiRIe888RIS pIkd - 594885 (51510724)  W149%33 (403,138)
Changes in trade and other payables (2,692,154)  (1,948,637) (81,723) (552,871)
Phowgsitorites exchange fluctuations 23, 24 (1,123,318 (3249859)1) (1BBBEB) (850,714) - -
Employee benefits (255,009 - (255,000) -
Cash generated from operating activities 533,245 2,639,315 3,356,744 275,655
CHBFRJES Baier related parties’ balances (529 (42,630)  ({88%49%/) (5,1444,624) (148,862)
Interest received 472 248 39,393 56,434
Income taxes paid (1,543,082) (1,455,412)  (1,495,383) (1,404,346)
Intese@lRRAE on lease liabilities ° (56,308 (11083d3p) 36492  (1B98%Hoo  (1,234,107)
Cash flows from investing activities
Net casffused injgenerated from operating
Acquisition of intangible asset (150,000) (83,900) - -
Acquisition of right of use asset (5,000) - - -
AcGaritabRast RYSKIBMBIRANE equipment 232,170 (2/A465847)2) (3582243  ((3PP4:978)  (2,783,666)
Proceeds from sale of asset 3,321 -
Advances to subsidiaries - (6,558,200)
Repayment of advances from subsidiaries _ - _- 7,475,406 5,006,721
Disposal of non-current asset held for sale - - (6,3EK05) - 305,671
Finance lease receipts 105,454 73,017 - -
Net cash used in investing activities (4,020,226) (4,161,266)
(3,012,068 (2,413,13D
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Statements of Cash FIows (continued)

For the year ended 31 December

THE GROUP THE COMPANY
2022 2021 2022 2021
Note € € € €
Cash flows from financing activities
Proceeds from issue of share capital
Dividends paid
Repayments of bank borrowings (489,861) (483,907) (489,861) (483,907)
Repayment of lease liabilities (470,196) (392,003) (15,869) (15,425)
Payments of preference share issue costs
activities (960,057) 14,393,990 (505,730) 14,770,568
Net movement in cash and cash equivalents _ (150; A 6 11,331,916 15(‘} 0) 9,375,195
Cash and cash equivalents at 1 January _ , 1( ,’g ) (2,834,957) s 0 (8,117,145)
held 356,114 (279,103) (1,814) 2,580
{466,654} 466654}
Nel ashshused shigensvatedtsrans fibaoeimper 16 3,493,547 8,217,856 185,546 1,260,630

Effdie ecexmpagy iag: Motesaaorragesa6h to 187 are an integral part of these financial statements.

e RS2



Notes to the Financial
Statements




Annual Report & Financial Statements | Page 67

Notes to the Financial Statements

1 Reporting Entity

RS2 Software p.l.c. (“the Company”) is a public limited liability company domiciled and incorporated in
Malta with registration number C25829. The registered address of the Company is RS2 Buildings, Fort
Road, Mosta, MST 1859, Malta. These consolidated financial statements as at and for the year ended 31
December 2022 comprise the Company and its subsidiaries (collectively referred to as “the Group” and
individually as “Group entities”).

The Group and the Company are principally engaged in the development, installation, implementation
and marketing of computer software for financial institutions under the trademark of BankWORKS®
(Licencing Solutions). Through its subsidiaries, the Group acts as service provider with the use of
BankWORKS® (Processing Solutions) and has also established its own ‘Acquiring’ business line by
making use of a financial institution license obtained through BaFin, the German regulator (Merchant
Solutions).

2 Basis of Preparation

2.1 Statement of Compliance

The consolidated and separate financial statements (“the financial statements”) have been prepared and
presented in accordance with International Financial Reporting Standards as adopted by the EU (“IFRS”
or “the applicable framework”). All references in these financial statements to IAS, IFRS or SIC / IFRIC
interpretations refer to those adopted by the EU. These financial statements have also been drawn up
in accordance with the provisions of the Companies Act, 1995 (Chapter 386, Laws of Malta), and Article
4 of Regulation 1606/2002/EC, which requires the companies having their securities traded on a
regulated market of any EU member state to prepare their consolidated financial statements in
conformity with IFRS as adopted by the EU. Details of the accounting policies are included in Note 4 to
these financial statements. Legal Notice 19 of 2009 as amended by Legal Notice 233 of 2016,
Accountancy Profession (Accounting and Auditing Standards) (Amendments) Regulations, 2016, which
defines compliance with generally accepted accounting principles and practice as adherence to IFRS as
adopted by the EU was also adhered to when preparing and presenting these financial statements.

2.1.2  Going Concern

Management has prepared a going concern assessment for RS2 Group, based on the 2022 financials
whilst also taking into consideration approved budgets covering periods 2023 to 2025.

RS2 continues to observe the economic landscape to assess potential risks to its future operations.
Climate change is a topic increasingly gaining momentum because of its potential effect on companies’
business models, cash flows, financial position and financial performance. While most industries are likely
to be affected by climate change and efforts to manage its impact, some will be more affected by others.
The Group is currently not aware of any present indicators but will continue to monitor the situation so
that if any indicators arise through its customer base, supply chain, bankers, insurers, investors or
jurisdiction, these will be disclosed and reflected accordingly in the Group’s Annual Report.
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2 Basis of Preparation (Continued)

2.1 Statement of Compliance (Continued)
2.1.2  Going Concern (Continued)

The 2022 financial results for the Group show a stable top line compared to prior year, despite the
current market conditions. Amplifying the repercussions resulting from the COVID-19 pandemic, the
Russian invasion of Ukraine has magnified the slowdown in the global economy which entered a period
of feeble growth and elevated inflation. This affected the Group’s forecast for the year by way of
customers delaying projects or stretching investments to bare minimum. A significant stagnation in
investments was noted mid-year 2022, so the Group quickly applied counter measures and as a result,
a positive ramp up in top line and bottom line was noted in the last few months of the year.

With the onboarding of new clients, RS2 has processed more than 1.25 billion technical transactions over
the past 12 months on the BankWORKS® platform. This increase is expected to continue to progress
gradually by way of an increase from RS2’s existing clients as well as the onboarding of new clients.

The payments industry is constantly evolving and 2023 is shaping up to be a year of significant
innovation and change with focus on making payments more convenient, secure, and personalised for
consumers. Taking advantage of the latest advancements in technology and security, customers can
expect a seamless payment experience when paying online or at a store.

RS2 Group will continue to concentrate on implementing and delivering its strategy around its main
business pillars of growing and expanding the managed service business, ramping up the US expansion
and building its own direct acquiring business. The Group also plans to invest further in its infrastructure
to strengthen the technology and complete the product to play a more active role in the digitalisation of
the whole customer journey, to offer omni-channel solutions and go beyond traditional payment
solutions.

The outlook for 2023 is that business will ramp up with a stronger pipeline gearing up for the coming
year, which, together with the launch of several exciting new products for the Group, including Merchant
reconciliations modules, Merchant and Partner Portals and Tokenisation for Issuing Services amongst
others, will lead the Group to a successful 2023 and beyond.

During the year under review, on consolidating all of its activities, the Group generated revenues of
€37.5m (2021: €38.7m) and registered a profit before tax of €1.8m (2021: €6.4m). At 31 December 2022,
the Group’s total assets amounted to €43.4m (2021: €47.6m), whereas its current assets exceeded its
current liabilities by €3.6m (2021: €7.5m). On the other hand, the Company registered revenues from its
principal activities of €19.7m (2021: €24.5m) and a profit before tax of €1.8m (2021: €5.3m). At 31
December 2022, the Company’s total assets amounted to €64.2m (2021: €63.8m), whereas its current
assets exceeded its current liabilities by €14.5m (2021: €17.7m).

From a liquidity point of view, RS2 Group has a solid cash position. RS2 Software p.l.c. has an overdraft
facility of €10m with APS Bank to meet any working capital requirements which was not being utilised
as at 31 December 2022. This illustrates that the Group’s gearing has also improved when compared to
prior year, with the Group now solely holding a minor bank loan.
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2 Basis of Preparation (Continued)
2.1 Statement of Compliance (Continued)
2.1.2  Going Concern (Continued)

In this respect, the Board of Directors is confident that both the Group and the Company can, not only
continue to operate as a going concern for 12 months from the end of the reporting period, but will
continue to see substantial growth over the coming years.

2.2 Basis of Accounting

Details of the Group’s accounting policies are included in Note 4. Changes to significant accounting
policies are described in Note 3.

2.3 Basis of Measurement

The financial statements have been prepared on the historical cost basis, except for certain derivative
financial instruments and financial instruments measured at fair value. The methods used to measure
fair values are discussed further in Note 5.

2.4 Functional and Presentation Currency

These financial statements are presented in Euro, which is the Company’s functional currency.

2.5 Use of Estimates and Judgements

In preparing these financial statements, Management has made judgements, estimates and assumptions
that affect the application of the Group's and the Company’s accounting policies and the reported
amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimates are revised and in any future periods
affected.
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2 Basis of Preparation (Continued)

2.5 Use of Estimates and Judgements (Continued)

Information about judgements, assumptions and estimation uncertainties that have a significant risk of
uncertainty which may result in a material adjustment to the carrying amounts of assets and liabilities is
included in the following notes:

Note 2.5.1 impairment reviews

Note 4.6.7 useful life of internally generated computer software, software
rights and customer and other related contractual relationship

Note 5.1.3 and

Note 29.3 cash-settled share-based payments

Note 6 recoverability assessment on trade and other receivables
Note 10.8 and

Note 10.9 impairment test for cash generating unit (CGU) containing goodwill;
key assumptions underlying recoverability

Note 10.8.4,

Note 10.9.4

and

Note 11 recoverability of investment in subsidiaries
Note 28 measurement of defined benefit obligations

In accordance with the requirements of IAS 1 Presentation of Financial Statements, assumptions and
other sources of estimation uncertainty that require Management's most difficult, subjective or complex
judgements include impairment reviews, the estimation of the fair value of the liability for the cash-
settled share-based payment arrangement and the determination of whether the fee for the
implementation activity (without the sale of a licence) relates to a distinct performance obligation and
whether that activity results in the transfer of a promised good or service to the customer.
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2 Basis of Preparation (Continued)
2.5 Use of Estimates and Judgements (Continued)
2.5.1 Impairment Reviews

The determination of the recoverable amount involves significant management judgement. In most cases
this involves an assessment as to whether the carrying value of assets can be supported by the present
value of future cash flows derived from such assets using cash flow projections which have been
discounted at an appropriate rate. In calculating the present value of the future cash flows, certain
assumptions are required to be made in respect of highly uncertain matters, as noted below.

With respect to goodwill and intangible assets not yet put in use, IFRS requires Management to
undertake a test for impairment at least annually and at each reporting period if there is an indication
that the asset may be impaired. The Group currently undertakes an annual impairment test covering
goodwill and also reviews other certain financial and non-financial assets at least annually to consider
whether a full impairment review is required.

There are a number of assumptions and estimates involved in calculating the present value of future
cash flows from the Group’s businesses, including Management’s expectations of:

* growth in earnings before interest, tax, depreciation and amortisation (EBITDA), calculated as
adjusted operating profit or loss before depreciation and amortisation;

e timing and quantum of future capital expenditure;

* uncertainty of future technological developments;

* |ong-term growth rates; and

* the selection of discount rates to reflect the risks involved.
The selection of assumptions and estimates by Management involves significant judgement and small
changes in these assumptions could result in the determination of a recoverable amount which is
materially different to the results obtained using the variables selected by the Company. This is
particularly so in respect to the discount rate and growth rate assumptions used in the cash flow

projections. Changes in the assumptions used could significantly affect the Group’s impairment
evaluation and, hence, results.
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New Standards and Changes in Significant Accounting Policies

New Standards and Interpretations Not Yet Adopted

A number of new standards are effective for annual periods beginning on or after 1 January 2023 and
earlier application is permitted, however the Group and the Company have not early adopted the new or
amended standards in preparing these financial statements. These standards include the following:

Amendments to IAS 1 - Presentation of Financial Statements: Classification of Liabilities as
Current or Non-Current. The amendments affect only the presentation of liabilities in the
statement of financial position. They clarify that the classification should be based on rights that
are in existence at the end of the reporting period, that classification is unaffected by
expectation about whether an entity will exercise its right to defer settlement of a liability; and
make clear that settlement refers to the transfer to the counterparty of cash, equity instruments,
other assets or services. The amendments are effective for annual periods beginning on or after
1 January 2024.

Amendments to IAS 1 - Presentation of Financial Statements, IFRS Practice statement 2:
Disclosure of Accounting Policies. The amendments are intended to help preparers in deciding
which accounting policies to disclose in their financial statements. The amendments are
effective for annual periods beginning on or after 1 January 2024.

Amendments to IAS 8 - Accounting Policies, Changes in Accounting Estimates and Errors:
Definition of Accounting Estimates. The amendments are intended to help preparers distinguish
changes in accounting policies from changes in accounting estimates. The amendments are
effective for annual periods beginning on or after 1 January 2023, with earlier application
permitted. An entity shall apply the amendments to changes in accounting estimates and
changes in accounting policies that occur on or after the beginning of the first annual reporting
period in which it applies the amendments.

Amendments to IAS 12 — Income Taxes: Deferred Tax related to Assets and Liabilities arising
from a Single Transaction. The amendments clarify that where payments that settle a liability are
deductible for tax purposes, it is a matter of judgement whether such deductions are attributable
for tax purposes to the liability recognised in the financial statements or to the related asset
component. Under the amendments, the initial recognition exception does not apply to
transactions that, on initial recognition, give rise to equal taxable and deductible temporary
differences. It only applies if the recognition of a lease asset and lease liability (or
decommissioning liability and decommissioning asset component) give rise to taxable and
deductible temporary differences that are not equal. The amendments are effective for annual
periods beginning on or after 1 January 2023.

Amendments to IFRS 16 — Leases: The amendment is intended to improve the requirements for
sale and leaseback lease arrangements. It specifies how a seller-lessee measures the lease
liability arising in a sale and leaseback transaction, to ensure that a seller-lessee does not
recognise any amount of the gain or loss that relates to the right of use retained. The
amendments are affective for annual periods beginning on or after 1 January 2024.

The Group and the Company are in the process of assessing the potential impact, if any, of these
Standards on these financial statements.
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New Standards and Changes in Significant Accounting Policies (Continued)

Changes in Significant Accounting Policies

During the financial year ended 31 December 2022, the Group and the Company adopted new standards,
amendments and interpretations to existing standards that are mandatory for the Group’s and the
Company’s accounting period beginning on 1 January 2022. The adoption of the following standards did
not result in significant changes to the Group’s accounting policies impacting the financial performance
and position:

Amendments to IAS 16 — Property, Plant and Equipment (PP&E). The amendment prohibits an
entity to deduct from the cost of and item of PP&E proceeds received from selling items
produced while the entity is preparing the asset for its intended use. Proceeds from selling such
samples, together with the cost of producing them, are recognised in profit or loss. Asset being
tested will not be depreciated as it is not ready for its intended use. The Group does not hold
such items of PP&E.

Amendments to IAS 37 - Provisions, Contingent Liabilities and Contingent Assets: Onerous
contracts - Cost of fulfilling a contract. The amendment explains that the direct cost of fulfilling
a contract comprises the incremental costs of fulfilling that contract and an allocation of other
costs that relate directly to fulfilling contracts. The main provisions related to RS2 Group are legal
fees and a provision for source code issues therefore the provisions of the Group do not fall
within this amendment. The Group will continue following this amendment and the costs being
considered when assessing whether a contract is onerous are consistent with the
aforementioned costs.

Amendments to IFRS 3 — Business Combinations — reference to the conceptual framework. The
amendments add an exception to the recognition principle of IFRS 3 to avoid the issue of
potential ‘day 2’ gains or losses arising for liabilities and contingent liabilities that would be within
the scope of IAS 37 Provisions, Contingent Liabilities and Contingent Assets, or IFRIC 21 Levies,
if incurred separately. The exception required entities to apply the criteria in IAS 37 or IFRIC 21,
respectively, instead of the Conceptual Framework, to determine whether a present obligation
exists at the acquisition date and clarifies that contingent assets do not qualify for recognition
at acquisition date. There were no business combinations at RS2 Group in 2022.

Amendments to IFRS 9: Financial Instruments — fees included in the 10% test for derecognition
of financial liabilities. When entities restructure loans with existing lenders, they are required to
quantitively assess the significance of the difference in cash flows based on the old and new
contractual terms. The Group did not restructure any loans with existing lenders therefore this
amendment is not applicable to the Group’s Financial Statements.
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4 Significant Accounting Policies

The accounting policies set out below have been applied consistently to all periods presented in these
financial statements and have been applied consistently by Group entities.

4.1 Basis of Consolidation
4.1.1 Subsidiaries

Subsidiaries are entities controlled by the Group. Control exists when the Group has the power to direct
the relevant activities that significantly affect the subsidiary's returns. In assessing control, there should
also be exposure, or rights, to variable returns from its involvement with the subsidiary and the ability of
the Group to use its powers over the subsidiary to affect the amount of the Group's returns.

The financial statements of the subsidiary companies are included in the consolidated financial
statements from the date that control commences until the date that control ceases. The accounting
policies of the subsidiaries have been amended where necessary to align them with the policies adopted
by the Group. Losses applicable to the non-controlling interests in a subsidiary are allocated to the non-
controlling interest even if doing so causes the non-controlling interests to have a deficit balance.

Non-controlling interests in the net assets of consolidated subsidiaries are presented separately from
the holding company’s owners’ equity therein. Non-controlling interests in the profit or loss and other
comprehensive income of consolidated subsidiaries are also disclosed separately.

4.1.2  Transactions Eliminated on Consolidation

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group
transactions, are eliminated in preparing these consolidated financial statements.

4.2 Foreign Currency
4.2.1  Foreign Currency Transactions

Transactions in foreign currencies are translated to the respective functional currencies of the Group
entities at exchange rates at the dates of the transactions. Monetary assets and liabilities denominated
in foreign currencies at the reporting date are translated to the functional currency at the exchange rate
as at that date. The foreign currency gain or loss on monetary items is the difference between the
amortised cost in the functional currency at the beginning of the period, adjusted for effective interest
and payments during the period, and the amortised cost in foreign currency translated at the exchange
rate at the end of the reporting period. Non-monetary assets and liabilities denominated in foreign
currencies that are measured at fair value are translated to the functional currency at the exchange rate
as at the date that the fair value was determined.

Foreign currency differences arising on retranslation are recognised in profit or loss except for
differences arising on the revaluation of non-monetary items in respect of which gains and losses are
recognised in other comprehensive income. Non-monetary items that are measured in terms of historical
cost in a foreign currency are translated using the exchange rate at the date of the transaction.
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4 Significant Accounting Policies (Continued)
4.2 Foreign Currency (Continued)
4.2.2  Foreign Operations

The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising on
acquisition, are translated to the functional currency using exchange rates as at the reporting date. The
income and expenses of foreign operations are translated to the functional currency at exchange rates
as at the dates of the transactions.

Foreign currency differences are recognised in other comprehensive income and presented within equity
in the foreign currency translation reserve. However, if the operation is a non-wholly owned subsidiary,
then the relevant proportion of the translation difference is allocated to non-controlling interests. When
a foreign operation is disposed of, in part or in full, the relevant amount in the foreign currency translation
reserve is transferred to profit or loss as part of the profit or loss on disposal.

When the settlement of a monetary item receivable from or payable to a foreign operation is neither
planned nor likely in the foreseeable future, foreign exchange gains and losses arising from such a
monetary item are considered to form part of a net investment in a foreign operation and are recognised
in other comprehensive income in the consolidated financial statements, and are presented within equity
in the foreign currency translation reserve.

4.3 Financial Instruments
431 Non-Derivative Financial Assets

The Group initially recognises loans and receivables and deposits on the date that they are entered into.
All other financial assets are recognised initially on the trade date at which the Group becomes a party
to the contractual provisions of the instrument.

Financial assets not classified at fair value through profit or loss (FVTPL), are initially recognised at fair
value plus directly attributable transaction costs.

The Group derecognises a financial asset when the contractual rights to the cash flows from the asset
expire, or it transfers the rights to receive the contractual cash flows on the financial asset in a
transaction in which substantially all the risks and rewards of ownership of the financial asset are
transferred. Any interest in transferred financial assets that is created or retained by the Group is
recognised as a separate asset or liability.

Financial assets and liabilities are offset and the net amount is presented in the statement of financial
position when, and only when, the Group has a legal right to offset such amounts and intends to either
settle such amounts on a net basis or to realise the asset and settle the liability simultaneously.

The Group has the following principal non-derivative financial assets: loans, trade receivables,
investments and cash and cash equivalents.
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4 Significant Accounting Policies (Continued)
4.3 Financial Instruments (Continued)

4.3.1 Non-Derivative Financial Assets (Continued)

4.3.1.1 Classification of Financial Assets
All recognised financial assets are subsequently measured in their entirety at either amortised cost or
fair value.
Debt instruments are subsequently measured at amortised cost, if they meet the following conditions:
* the financial asset is held within a business model whose objective is to hold financial assets in
order to collect contractual cash flows; and
* the contractual terms of the financial asset give rise to cash flows that are solely payments of
principal and interest on the principal amount outstanding on specified dates.

Debt instruments are subsequently measured at fair value through other comprehensive income
(FVTOCI), if they meet the following conditions:

* thefinancial asset is held within a business model whose objective is achieved by both collecting
contractual cash flows and selling the financial assets; and
* the contractual terms of the financial asset give rise to cash flows that are solely payments of
principal and interest on the principal amount outstanding on specified dates.
By default, all other financial assets are subsequently measured at FVTPL.

Despite the foregoing, the Group may make the following irrevocable election/designation at initial
recognition of a financial asset:

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

* the Group may irrevocably designate a debt investment that meets the amortised cost or FVTOCI
criteria as measured at FVTPL, if doing so eliminates or significantly reduces a measurement or
recognition inconsistency.

The Business Model

An assessment of business models for managing financial assets is fundamental to the classification of
a financial asset. The Group determines the business models at a level that reflects how groups of
financial assets are managed together to achieve a particular business objective.
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4 Significant Accounting Policies (Continued)
4.3 Financial Instruments (Continued)

4.3.1 Non-Derivative Financial Assets (Continued)

4.3.1.2 Debt Instruments Measured at Amortised Cost

The following financial assets are classified within this category — trade and other receivables, cash at
bank and loans receivable.

Appropriate allowances for expected credit losses (ECLs) are recognised in profit or loss in accordance
with the Group’s accounting policy on ECLs. Changes in the carrying amount as a result of foreign
exchange gains or losses, impairment gains or losses and interest income are recognised in profit or
loss.

Interest income is recognised using the effective interest rate method and is included in the line item
‘Finance income’.

Trade receivables which do not have a significant financing component are initially measured at their
transaction price and are subsequently stated at their nominal value less any loss allowance for ECLs.

4.3.1.3 Equity Instruments Designated as FVTOCI

The Company and the Group do not have such financial assets at the end of the current year.

On initial recognition, the Company may make an irrevocable election to designate investments in equity
instruments as FVTOCI. Designation as FVTOCI is not permitted if the equity instrument is held for
trading or if it is contingent consideration recognised by an acquirer in a business combination to which
IFRS 3 applies.

Such financial assets are subsequently measured at fair value. Gains and losses arising from changes in
fair value, including foreign exchange gains and losses, are recognised in other comprehensive income.
The cumulative gain or loss that is recognised in other comprehensive income is not subsequently
transferred to profit or loss.

Dividends on these equity instruments are recognised in profit or loss unless the dividends clearly
represent recovery of part of the cost of the investment. Dividends are included within ‘Other income’.

4.3.2 Non-Derivative Financial Liabilities

The Group initially recognises all financial liabilities, except for debt securities issued and subordinated
liabilities, on the trade date at which the Group becomes a party to the contractual provisions of the
instrument.

The Group derecognises a financial liability when its contractual obligations are discharged, cancelled
or expired.

Financial assets and liabilities are offset and the net amount presented in the statement of financial
position when, and only when, the Group has a legal right to offset the amounts and intends either to
settle on a net basis or realise the asset and settle the liability simultaneously.

The Group's non-derivative financial liabilities include: loans, borrowings and trade and other payables.
Such financial liabilities are recognised initially at fair value plus any directly attributable transaction
costs. Subsequent to initial recognition, these financial liabilities are measured at amortised cost using
the effective interest rate method.

Trade payables are stated at their nominal value, unless the effect of discounting is material.
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4 Significant Accounting Policies (Continued)
4.3 Financial Instruments (Continued)
4.3.3 Derivative Financial Instruments

The Group held a derivative financial instrument to hedge its interest rate risk exposures. The interest
rate swap matured during the year ended 31 December 2021. The Group did not apply hedge accounting
principles.

Derivatives are initially recognised at fair value; attributable transactions are recognised in profit or loss
as incurred. Subsequent to initial recognition, derivatives are measured at fair value and changes therein
are accounted for in profit or loss.

4.3.4 Share Capital

The terms of financial instruments that are issued, the substance of the contractual arrangement and
the definitions of a financial liability, a financial asset and an equity instrument are evaluated to determine
whether the financial instruments issued are financial liabilities, financial assets or equity instruments or
whether they contain separate components, in which case such components are classified separately
as financial liabilities, financial assets and equity instruments. An equity instrument is any contract that
evidences a residual interest in the assets of the company after deducting all of its liabilities. Equity
instruments are recorded as the proceeds received, net of direct issue costs. The Company’s ordinary
shares, as well as its preference shares, are classified as equity. Incremental costs directly attributable
to the issue of ordinary and preference shares are recognised as a deduction from equity.

4.3.5 Cash and Cash Equivalents

Cash and cash equivalents comprise cash balances and call deposits with original maturities of three
months or less. Bank overdrafts that are repayable on demand and form part of the Company’s cash
management are included as a component of cash and cash equivalents for the purpose of the statement
of cash flows and are presented as current liabilities in the statement of financial position.

4.4 Property, Plant and Equipment
4.4.1 Recognition and Measurement

Property, plant and equipment are measured at cost less accumulated depreciation and accumulated
impairment losses. Cost includes expenditure that is directly attributable to the acquisition of the asset.

Borrowing costs related to the acquisition and construction of qualifying assets are capitalised as
incurred.

Gains and losses on disposal of property, plant and equipment are determined by comparing the
proceeds from disposal with the carrying amount of property, plant and equipment and are recognised
net within 'Other income' in profit or loss.
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4 Significant Accounting Policies (Continued)
4.4 Property, Plant and Equipment (Continued)
4.4.2 Subsequent Costs

The cost of replacing a part of an item of property, plant and equipment is recognised in the carrying
amount of the item if it is probable that the future economic benefits embodied within the part will flow
to the Group and its cost can be measured reliably. The carrying amount of the replaced part is
derecognised. The costs of the day-to-day servicing of property, plant and equipment are recognised

in profit or loss as incurred.

4.4.3 Depreciation

Depreciation is calculated over the depreciable amount, which is the cost of an asset, or other amount
substituted for cost, less its residual value.

Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives of each
part of an item of property, plant and equipment, since this most closely reflects the expected pattern
of consumption of the future economic benefits embodied in the asset. Buildings constructed on leased
land are depreciated over the shorter of the lease term and their useful lives unless it is reasonably
certain that the Group will obtain ownership at the end of the lease term. Land is not depreciated.

The estimated useful lives for the current and comparative periods are as follows:

*  buildings 25 - 50 years
* electrical and plumbing installation 15 years

» furniture, fixtures & fittings 10 years

e air-conditioning 6 years

* motor vehicles 5 years

* computer equipment 4 years

* terminals 4 years

Depreciation methods, useful lives and residual values are reviewed at each financial year-end and
adjusted as appropriate.

e RS2



Annual Report & Financial Statements | Page 80

4 Significant Accounting Policies (Continued)
4.5 Leases
4.5.1 Leases as a Lessee

The Group assesses whether a contract is or contains a lease, at inception of the contract. The Group
recognises a right-of-use (ROU) asset and a corresponding lease liability with respect to all lease
arrangements in which it is the lessee, except for short-term leases (defined as leases with a lease term
of 12 months or less) and leases of low-value assets (such as tablets and personal computers, small
items of office furniture and telephones). For these leases, the Group recognises the lease payments as
an operating expense on a straight-line basis over the term of the lease unless another systematic basis
is more representative of the time pattern of the lessee's benefit.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted by using the rate implicit in the lease. If this rate cannot be readily
determined, the Group uses its incremental borrowing rate.

Lease payments included in the measurement of the lease liability comprise:

* Fixed lease payments (including in-substance fixed payments), less any lease incentives
receivable;

* Variable lease payments that depend on an index or rate, initially measured using the index or
rate at the commencement date;

* The amount expected to be payable by the lessee under residual value guarantees;

* Theexercise price of purchase options, if the lessee is reasonably certain to exercise the options;
and

* Payments of penalties for terminating the lease, if the lease term reflects the exercise of an
option to terminate the lease.

The incremental borrowing rate is the rate of interest that a lessee would have to pay to borrow the
funds necessary to obtain an asset of a similar value to the ROU asset in a similar economic environment,
over a similar term, and with a similar security.

The lease liability is presented in the statement of financial position as a separate line item.

The lease liability is subsequently measured by increasing the carrying amount to reflect interest on the
lease liability (using the effective interest rate method) and by reducing the carrying amount to reflect
the lease payments made.

The Group re-measures the lease liability (and makes a corresponding adjustment to the related ROU
asset) whenever:

* The lease term has changed or there is a change in the assessment of exercise of a purchase
option, in which case the lease liability is re-measured by discounting the revised lease payments
using a revised discount rate;

* Thelease payments change due to changesin an index or rate or a change in expected payment
under a guaranteed residual value, in which cases the lease liability is re-measured by
discounting the revised lease payments using an unchanged discount rate (unless the lease
payments change is due to a change in a floating interest rate, in which case a revised discount
rate is used); or
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4 Significant Accounting Policies (Continued)
4.5 Leases (Continued)
4.5.1 Leases as a Lessee (Continued)

* Alease contract is modified and the lease modification is not accounted for as a separate lease,
in which case the lease liability is re-measured based on the lease term of the modified lease by
discounting the revised lease payments using a revised discount rate at the effective date of the
modification.

The Group did not make any such adjustments during the periods presented.
Right-of-use assets

The ROU assets comprise the initial measurement of the corresponding lease liability, lease payments
made at or before the commencement date, less any lease incentives received and any initial direct
costs. They are subsequently measured at cost less accumulated depreciation and impairment losses,
and adjusted for certain re-measurement of the lease liability.

Whenever the Group incurs an obligation for costs to dismantle and remove a leased asset, restore the
site on which it is located or restore the underlying asset to the condition required by the terms and
conditions of the lease, a provision is recognised and measured under IAS 37. To the extent that the
costs relate to a ROU asset, such costs are included with the related ROU asset amount, unless those
costs are incurred to produce inventories.

ROU assets are depreciated over the shorter period of the lease term and useful life of the underlying
asset. If a lease transfers ownership of the underlying asset, or the cost of the ROU asset reflects that
the Group expects to exercise a purchase option, the related ROU asset is depreciated over the useful
life of the underlying asset. The depreciation starts at the commencement date of the lease.

The ROU assets are presented in the statement of financial position as a separate line item.

The Group applies IAS 36 to determine whether an ROU asset is impaired and accounts for any identified
impairment loss as described in Note 4.10.3.

Variable rents that do not depend on an index or rate are not included in the measurement of the lease
liability nor the ROU asset. The related payments are recognised as an expense in the period in which
the event or condition that triggers those payments occurs and are included within 'Other expenses'in
profit or loss.

4.5.2 Leases as a Lessor

The Group enters into lease agreements as a lessor with respect to its rented terminals. Leases for which
the Group is a lessor are classified as finance or operating leases. Whenever the terms of the lease
substantially transfer all the risks and rewards of ownership to the lessee, the contract is classified as a
finance lease. All other leases are classified as operating leases.

When the Group is an intermediate lessor, it accounts for the head lease and the sub-lease as two
separate contracts. The sub-lease is classified as a finance or operating lease by reference to the ROU
asset arising from the head lease.
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4 Significant Accounting Policies (Continued)
4.5 Leases (Continued)
4.5.2 Leases as a Lessor (Continued)

Rental income from operating leases is recognised on a straight-line basis over the term of the relevant
lease. Initial direct costs incurred in negotiating and arranging an operating lease are added to the
carrying amount of the leased asset and recognised on a straight-line basis over the lease term.

Amounts due from lessees under finance leases are recognised as receivables at the amount of the
Group’s net investment in the leases. Finance lease income is allocated to accounting periods so as to
reflect a constant periodic rate of return on the Group’s net investment outstanding in respect of the
leases.

Subsequent to initial recognition, the Group regularly reviews the estimated unguaranteed residual value
and applies the impairment requirements of IFRS 9, recognising an allowance for ECLs on the finance
lease receivables.

Finance lease income is calculated with reference to the gross carrying amount of the finance lease
receivables, except for credit-impaired financial assets for which interest income is calculated with
reference to their amortised cost (i.e. after a deduction of the loss allowance).

When a contract includes both lease and non-lease components, the Group applies IFRS 15 to allocate
the consideration under the contract to each component.

4.6 Intangible Assets
4.6.1 Re-Acquired Rights

When as part of a business combination, the Group re-acquires a right that it had previously granted to
the acquiree to use one or more of its recognised or unrecognised assets, an intangible asset is
recognised separately from goodwill. The value of the re-acquired rights is measured on the basis of the
remaining contractual term of the related contract regardless of whether market participants would
consider potential contractual renewals in determining its fair value. A settlement gain or loss is
recognised by the Group when the terms of the contract giving rise to a re-acquired right are favourable
or unfavourable, relative to the terms of current market transactions, for the same or similar items.

4.6.2 Goodwill

Goodwill that arises upon the acquisition of subsidiaries is included in intangible assets. Goodwill
represents the excess of the cost of the acquisition over the Group’s interest in the net fair value of the
identifiable assets, liabilities and contingent liabilities of the acquiree. When the excess is negative, it is
recognised immediately in profit or loss.

Subsequent to initial recognition, goodwill is measured at cost less accumulated impairment losses.
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4 Significant Accounting Policies (Continued)
4.6 Intangible Assets (Continued)
4.6.3 Internally Generated Computer Software Development

Development activities involve a plan or design for the production of new or substantially improved
products and processes. Development expenditure is capitalised only if development costs can be
measured reliably, the product or process is technically and commercially feasible, future economic
benefits are probable, and the Group intends to and has sufficient resources to complete development
and to use or sell the asset.

The expenditure capitalised includes the cost of materials, direct labour and overhead costs that are
directly attributable to preparing the asset for its intended use. Other development expenditure is
recognised in profit or loss as incurred.

Capitalised development expenditure is measured at cost less accumulated amortisation and
accumulated impairment losses.

4.6.4 Software Rights

Software rights that are separable or arise from contractual or other legal rights are recognised as
intangible assets if it is probable that the expected future economic benefits that are attributable to the
asset will flow to the entity and the cost of the asset can be measured reliably.

Software rights are initially measured at cost. Subsequent to initial recognition, software rights are
recognised at cost less any accumulated amortisation and any accumulated impairment losses.

4.6.5 Customer and Other Related Contractual Relationship

Customer and other related contractual relationship acquired as a result of a business combination are
initially recognised at their fair value at the date of acquisition, and are subsequently amortised on a
straight-line basis based on the timing of projected cash flows of the contracts over their estimated
useful lives.

4.6.6 Subsequent Expenditure

Subsequent expenditure is capitalised only when it increases the future economic benefits embodied in
the specific asset to which it relates and when it meets the definition of an intangible asset and the
recognition criteria. All other expenditure is recognised in profit or loss as incurred.
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Significant Accounting Policies (Continued)

Intangible Assets (Continued)

4.6.7 Amortisation

Amortisation is calculated over the cost of the asset, or other amount substituted for cost, less its
residual value.

Amortisation is recognised in profit or loss on a straight-line basis over the estimated useful lives of
intangible assets, other than goodwill, from the date that they are available for use since this most closely
reflects the expected patterns of consumption of the future economic benefits embodied in the asset.

The estimated useful lives for the current and comparative periods are as follows:

internally generated computer software 15 years
software rights 15 years
computer software 4 years
other software 15 years
customer and other related contractual relationship 12 years

The amortisation method, useful life and residual value are reviewed at each financial year-end and
adjusted if appropriate.

The assessment of all four categories of the useful life of software is based on the following factors:

The software is the main driver of the Group’s revenue and is expected to remain so for the
foreseeable future;

Highly qualified teams with robust expertise which enables the software to be efficiently
managed;

It is a mature product with years of development, knowhow and expertise;

The software is maintained on a continuous basis to ensure that it keeps up with the technical,
technological and commercial changes;

Industry and market demands are stable due to the increase in technological change in the
payment processes field;

The company operates in a niche market with significant barriers to entry;

The company owns the Intellectual property rights (IPR) for the software and therefore there is
no definite period of control over the asset; and

The usage of the asset is not dependent on the useful life of assets of other companies.

The assessment of useful life of customer and other related contractual relationship is based on the
following factors:

The average churn rate of customers based on historical figures;

The extent to which the churn rate is expected to fluctuate on particular market segments due
to technological upgrades; and

The company operates in a competitive market which brings about its own challenges and
affects the churn rate, however there is also an element of loyalty towards existing integrations.
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4 Significant Accounting Policies (Continued)

4.7 Inventories

Inventories are stated at the lower of cost and net realisable value. Costs of purchased inventory are
determined after deducting rebates and discounts. Cost comprises all costs of purchase, costs of
conversion and other costs incurred in bringing the inventories to their present location and condition.
Net realisable value represents the estimated selling price less all estimated costs of completion and
costs to be incurred in marketing, selling and distribution.

4.8 Investments in Subsidiaries

Investments in subsidiaries are shown in the statement of financial position of the Company at cost less
any impairment losses.

Loans advanced by the Company to its subsidiaries for which settlement is neither planned nor likely to
occur in the foreseeable future, are treated as an extension to the Company’s net investment in those
subsidiaries and included as part of the carrying amount of investments in subsidiaries to the extent that
they represent a capital contribution.

4.10 Impairment
4.10.1 Investments in Subsidiaries

The carrying amounts of the Company’s investments in subsidiaries are reviewed at each reporting date
to determine whether there is an indication of impairment. If such indication exists, then the asset’s
recoverable amount is estimated.

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

An impairment loss is recognised if the carrying amount of an asset exceeds its estimated recoverable
amount. Impairment losses are recognised in profit or loss.

Impairment losses recognised in prior periods are assessed at each reporting date for any indications
that the loss has decreased or no longer exists. An impairment loss is reversed if there has been a change
in the estimates used to determine the recoverable amount. An impairment loss is reversed only to the
extent that the asset’s carrying amount does not exceed the carrying amount that would have been
determined if no impairment loss had been recognised.

4.10.2 Non-Derivative Financial Assets

4.10.2.1 Expected Credit Losses

The Group recognises a loss allowance for ECLs on financial assets measured at amortised cost, as well
as contract assets and lease receivables. The amount of ECLs is updated at each reporting date to
reflect changes in credit risk since initial recognition.

For trade receivables and contract assets that do not contain a significant financing component, the
Group applies the simplified approach and recognises lifetime ECL.
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4 Significant Accounting Policies (Continued)
4.10 Impairment (Continued)

4.10.2 Non-Derivative Financial Assets (Continued)

4.10.2.1 Expected Credit Losses (Continued)

If evidence of a significant increase in credit risk at the individual instrument level is not yet available,
the Group performs the assessment of significant increases in credit risk on a collective basis by
considering information on, for example, a group or sub-group of financial instruments. Where the Group
does not have reasonable and supportable information that is available without undue cost or effort to
measure lifetime ECLs on an individual instrument basis, lifetime ECLs are measured on a collective
basis. In such instances, the financial instruments are grouped on the basis of shared credit risk
characteristics, such as the nature, size and industry. Where a collective basis is applied, a provision
matrix is used, whereby a fixed provision rate is applied depending on the number of days that a trade
receivable is outstanding. The following steps are followed in order to estimate the ECL on trade
receivables:

Step 1. Determine the appropriate groupings of trade receivables into categories of shared credit risk
characteristics.

IFRS 9 does not provide any explicit guidance or requirement on how to group trade receivables. To be
able to apply a provision matrix to trade receivables, the population of individual trade receivables should
first be aggregated into groups of receivables that share similar credit risk characteristics. Management
deems that the most appropriate manner is the trade receivable aged analysis. Moreover, for the
purpose of the Group’s ECL calculation, the provision matrix is prepared in accordance with its default
definition.

Step 2: Determine the period over which historical loss rates are obtained to develop estimates of
expected future loss rates.

Once the sub-groups are identified, historical loss data needs to be collected for each sub-group. Again,
IFRS 9 does not provide specific guidance on how far back the historical data should be collected.
Judgement is needed to determine the period over which reliable historical data can be obtained that is
relevant to the future period over which the trade receivables will be collected. Management deems a
14-month period to be reasonable to consider for ECL calculation purposes.

Step 3: Determine the historical loss rates.

Once sub-groups have been identified and the period over which loss data will be captured has been
selected, the Group determines the expected loss rates for each sub-group sub-divided into past-due
categories (i.e. a loss rate for balances that are 0 days past due, a loss rate for 1-30 days past due, a
loss rate for 31-60 days past due, etc.). In this respect, losses incurred over the 14-month period
considered for this exercise are to be taken for each ageing bucket. Dividing invoiced amounts in each
ageing bucket by the losses incurred results in the loss rates to be used for each ageing bucket.
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4 Significant Accounting Policies (Continued)
4.10 Impairment (Continued)

4.10.2 Non-Derivative Financial Assets (Continued)

4.10.2.1 Expected Credit Losses (Continued)

Step 4. Consider forward looking macro-economic factors and aqjust historical loss rates to reflect
relevant future economic conditions.

The historical loss rates calculated in Step 3 reflect the economic conditions in place during the period
to which the historical data relate. While they are a starting point for identifying expected losses, they
are not necessarily the final loss rates that should be applied to the carrying amount. Albeit, Management
deems that the historical loss rates were incurred under economic conditions that are representative of
those expected to exist in the foreseeable future.

Step 5: Calculate the expected credit losses.

The ECL of each sub-group determined in Step 1 should be calculated by multiplying the current gross
receivable balance plus contract assets by the loss rate. The summation of all the ECLs of each ageing
bucket results in the total ECL of the portfolio.

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

Lifetime ECLs represent the ECLs that will result from all possible default events over the expected life
of a financial instrument. In contrast, 12-month ECLs represents the portion of lifetime ECLs that is
expected to result from default events on a financial instrument that are possible within 12 months after
the reporting date.

The Group recognises an impairment gain or loss in profit or loss for all financial assets with a
corresponding adjustment to their carrying amount, except for investments in debt instruments that are
measured at FVTOCI, for which the loss allowance is recognised in other comprehensive income and
accumulated in equity, and does not reduce the carrying amount of the financial asset in the statement
of financial position.

e RS2



Annual Report & Financial Statements | Page 88

4 Significant Accounting Policies (Continued)
4.10 Impairment (Continued)

4.10.2 Non-Derivative Financial Assets (Continued)

4.10.2.1 Expected Credit Losses (Continued)

Significant increase in credit risk

In assessing whether the credit risk on a financial instrument has increased significantly since initial
recognition, the Group compares the risk of default occurring on the financial instrument as at the
reporting date with the risk of default occurring on the financial instrument at the date of initial
recognition. In making this assessment, the Group considers both the quantitative and the qualitative
information that is reasonable and supportable, including historical experience and forward-looking
information that is available without undue cost or effort and, where applicable, the financial position of
the counterparties.

Irrespective of the outcome of the above assessment, the Group presumes that the credit risk on a
financial asset has increased significantly since initial recognition when contractual payments are more
than 30 days past due, unless the Group has reasonable and supportable information, that is available
without undue cost or effort, that demonstrates otherwise.

Despite the above assessment, the Group assumes that the credit risk on a financial instrument has not
increased significantly since initial recognition if the financial instrument is determined to have low credit
risk at the reporting date. Accordingly, for these financial assets, the loss allowance is measured at an
amount equal to 12-month ECL. The Group has applied the low credit risk assumption for cash at bank
held with banks rated as investment grade.

Credit-impaired financial assets

A financial asset is credit-impaired when one or more events that have a detrimental impact on the
estimated future cash flows of that financial asset have occurred.

Evidence that a financial asset is credit-impaired includes observable data about the following events:

a) significant financial difficulty of the issuer or the borrower;
b) a breach of contract, such as a default or past due event;

c) the lender(s) of the borrower, for economic or contractual reasons relating to the borrower's
financial difficulty, having granted to the borrower a concession(s) that the lender(s) would not
otherwise consider;

d) itisbecoming probable that the borrower will enter bankruptcy or other financial reorganisation;
or

e) the disappearance of an active market for that financial asset because of financial difficulties.
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4 Significant Accounting Policies (Continued)
4.10 Impairment (Continued)

4.10.2 Non-Derivative Financial Assets (Continued)

4.10.2.1 Expected Credit Losses (Continued)

Based on past experience and reasonable and supportable information which corroborates this
experience, as adjusted (where necessary) for forward-looking information, the Group and the Company
consider that default has occurred when a financial asset is more than 300 days past due.

Write-off policy

The Company writes off a financial asset when there is information indicating that the
counterparty is in severe financial difficulty and there is no realistic prospect of recovery.

Measurement and recognition of ECLs

For financial assets, the credit loss is the difference between all contractual cash flows that are due to
the Group in accordance with the contract and all the cash flows that the Group expects to receive,
discounted at the original effective interest rate. ECLs represent the weighted average of credit losses.
The assessment of the probability of default, and loss given default, is based on historical data adjusted
by forward-looking information, where applicable. Forward-looking information considered includes,
where applicable, the future prospects of the industries in which the Group’s debtors operate, as well as
consideration for various external sources of actual and forecasted economic information that relate to
the Group’s core operations.

4.10.3 Non-Financial Assets

The carrying amounts of the Group’s non-financial assets, other than deferred tax assets, are reviewed
at each reporting date to determine whether there is any indication of impairment. If any such indication
exists, then the asset’s recoverable amount is estimated. For goodwill and intangible assets that have
indefinite useful lives, the recoverable amount is estimated each year at the same time. An impairment
loss is recognised if the carrying amount of an asset or its cash generating unit (CGU) exceeds its
estimated recoverable amount.

The recoverable amount of an asset or CGU is the greater of its value-in-use and its fair value less costs
to sell. In assessing value-in-use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money and
the risks specific to the asset. For the purpose of impairment testing, assets that cannot be tested
individually are grouped together into the smallest group of assets that generates cash inflows from
continuing use that are largely independent of the cash inflows of other assets or groups of assets
(CGU).

Subject to an operating segment ceiling test, for the purpose of goodwill impairment testing, CGUs to
which goodwill has been allocated are aggregated so that the level at which impairment is tested reflects
the lowest level at which goodwill is monitored for internal reporting purposes. Goodwill acquired in a
business combination is allocated to groups of CGUs that are expected to benefit from the synergies of
the combination.
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4 Significant Accounting Policies (Continued)
4.10 Impairment (Continued)
4.10.3 Non-Financial Assets (Continued)

Impairment losses are recognised in profit or loss unless the asset is carried at a revalued amount. For
assets recognised at a revalued amount, the impairment loss is recognised in other comprehensive
income to the extent that it does not exceed the amount in the revaluation recognised for that asset.
Impairment losses recognised in respect of CGUs are allocated first to reduce the carrying amount of
any goodwill allocated to the CGU, and then to reduce the carrying amounts of the other assets in the
CGU on a pro-rata basis.

An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment losses
recognised in prior periods are assessed at each reporting date for any indications that the loss has
decreased or no longer exists. An impairment loss is reversed if there has been a change in the estimates
used to determine the recoverable amount. In addition to this, an impairment loss is reversed only to the
extent that the asset’'s carrying amount does not exceed the carrying amount that would have been
determined, net of depreciation or amortisation, if no impairment loss had been recognised.

411 Short-Term Employee Benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as
the related service is provided.

The Group contributes towards the respective state pension defined contribution plan in accordance
with local legislation, and to which it has no commitment beyond the payment of fixed contributions.
Obligations for contributions to the defined contribution plan are recognised immediately in profit or loss.

4.12 Share-Based Payment Transactions

The grant-date fair value of equity-settled share-based payment awards granted to employees is
recognised as an employee expense, with a corresponding increase in equity, over the period that the
employees become unconditionally entitled to the awards. The amount recognised as an expense is
adjusted to reflect the number of awards for which the related service and non-market performance
conditions are expected to be met, such that the amount ultimately recognised as an expense is based
on the number of awards that meet the related services and non-market performance conditions at the
vesting date.

For cash-settled share-based payments, a liability is recognised for the goods or services acquired,
measured initially at the fair value of the liability. As at each reporting date until the liability is settled,
and at the date of settlement, the fair value of the liability is re-measured, with any changes in fair value
recognised in profit or loss for the year.
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4 Significant Accounting Policies (Continued)

4.13 Employee Benefits

Non-competition post-employment benefits due to employees holding senior management positions are
payable upon cessation for whatever reason, based on either a fixed amount or the then applicable
annual salary. The cost of providing for these post-employment benefits is determined using the
projected unit method, with estimations being carried out at each reporting date. In line with the
recognition of other provisions, the post-employment benefits are recognised when the Group has a
present legal or constructive obligation as a result of past events, when it is probable that an outflow of
resources embodying economic benefits will be required to settle the obligation. The liability recognised
in the statement of financial position represents the present value of the expected future payments
required to settle the obligation at the end of the reporting period. The present value of a defined benefit
obligation is determined by discounting the estimated future cash outflows to be paid on termination
using market yields. Such yields are denominated in the currency in which the benefits will be paid and
have terms to maturity approximating the estimated termination date. The Directors consider this to be
an appropriate proxy to a high-quality corporate bond. The service cost and the net interest on the net
defined benefit liability are recognised in profit or loss. Re-measurements of the net defined benefit
liability, are recognised in other comprehensive income and are not reclassified to profit or loss in a
subsequent period. Re-measurements may include changes in the present value of the defined benefit
obligation arising from experience adjustments and the effects of changes in the actuarial assumptions.
Such re-measurements are reflected immediately in retained earnings.

4.14 Provisions

A provision is recognised if, as a result of a past event, the Group has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be
required to settle the obligation. Provisions are determined by discounting the expected future cash
flows at a pre-tax rate that reflects current market assessments of the time value of money and the risks
specific to the liability. The unwinding of discount is recognised as a finance cost.

4.15 Warranties

A provision for warranties is recognised when the underlying products or services are sold. The provision
is based on historical warranty data and a weighting of all possible outcomes against their associated
probabilities.

4.16 Revenue

Revenue is recognised when the Group or the Company satisfies a performance obligation by
transferring control of a promised good or service to a customer. Revenue is measured based on the
consideration specified in a contract with a customer and excludes amounts collected on behalf of third
parties. Determining the timing of the transfer of control, at a point in time or over time, requires
judgement.
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4 Significant Accounting Policies (Continued)
4.16 Revenue (Continued)
4.16.1 Licenses

4.16.1.1 Perpetual Licenses and Significant Customisation/ Implementation Services

License fees arise from software license agreements where the Group grants non-exclusive licenses to
use specific BankWORKS® modules. In the case of perpetual licenses, the fee is generally a one-time
fee.

The Group accounts for individual products and services separately if they are distinct, that is, if a
product or service is separately identifiable from other promises in the contract (i.e. the promise to
transfer the good or service is distinct within the context of the contract) and if a customer can benefit
from it either on its own or together with other resources that are readily available to the customer (i.e.
the good or service is capable of being distinct).

In accordance with IFRS 15, the Group is required to assess each arrangement to understand whether
licenses are distinct from the significant implementation and customisation services provided with that
license and from the other services provided. For the purposes of understanding whether the licenses
are distinct, management is required to consider additional criteria including whether the customers can
benefit from the use of the license alone or otherwise and whether there exist activities which require
significant integration, modification or which are otherwise interdependent.

In this respect, Management has assessed that in the majority of the Group’s contracts, the license and
the significant implementation and customisation services are to be considered as one performance
obligation in terms of the above criteria.

The Group has determined that revenue from this performance obligation should be recognised provided
the criteria for the recognition of a contract are satisfied, including having an enforceable right to
payment. In this case, in accordance with IFRS 15, revenue is recognised as each licensed system is
customised and set up according to the customer’s specific needs, by reference to the stage of
satisfaction of the performance obligation.

Payment for the license and the significant customisation services is generally fixed and is payable by
the customer in advance by way of milestone payments. Any cash received in advance of the provision
of the customisation services is therefore recognised as a contract liability, thus representing the entity’s
obligation to perform the obligation. Such amounts are recognised as revenue over the customisation
period.

Such contracts are not deemed to be a significant financing component, as the period between the
recognition of revenue under the stage of completion and the payment is less than one year.

Management has also considered IFRS 15’s impact on contracts in which consideration for the promise
is variable. For the license business, this is relevant for contracts in which the Group’s consideration is
based on a percentage of revenues that are earned by the client from its own customers. For this variable
consideration, the Group concludes that it cannot include its estimate of such revenues in the
transaction price until the uncertainty is resolved.

This is based on the fact that the variability of the fee based on the customer’s own revenues indicates
that the Group cannot conclude that it is highly probable that a significant reversal in the cumulative
amount of revenue recognised would not occur. Accordingly, such estimates are not included before
they are earned.

e RS2



Annual Report & Financial Statements \ Page 93

4 Significant Accounting Policies (Continued)
4.16 Revenue (Continued)
4.16.1 Licenses (Continued)

4,16.1.2 Term License with The Provision of Implementation Activities and Managed
Services

The Group is party to a term license agreement with an option by the customer of acquiring the source
code through an additional license for a longer term. The agreement also governs the provision by the
Group of implementation activities at the inception of the contract and of managed services during the
term of the agreement.

The Group accounts for individual products and services separately if they are distinct, that is, if a
product or service is separately identifiable from other promises in the contract (i.e. the promise to
transfer the good or service is distinct within the context of the contract) and if a customer can benefit
from it either on its own or together with other resources that are readily available to the customer (i.e.
the good or service is capable of being distinct).

In accordance with IFRS 15, the Group assesses whether licenses are distinct from the significant
implementation and customisation services provided with that license and from the other services
provided. For the purposes of understanding whether the licenses are distinct, Management considers
additional criteria including whether the customers can benefit from the use of the license alone or
otherwise and whether there exist activities which require significant integration, modification or which
are otherwise interdependent. In this respect, Management has assessed that the license and the
significant implementation and customisation services are to be considered as one performance
obligation in terms of the above criteria.

The Group recognises the related fee for customisation and implementation activities over the
customisation period. This is established on the basis that the infrastructure is owned, managed and
governed by the customer and is hosted on its own system and that by the time the customised software
is live, the customer has already obtained and paid for that system, without having to pay an additional
amount for such customisation and implementation activities such that upon the exercise of the option
to acquire the additional license, the customer has the contractual right and the practical ability to
perform the managed services itself.

The Group recognises the revenue attributable to the term license at a point in time, immediately upon
each periodic renewal of the license agreement to the extent that the contract is either cancellable or
to the extent that there is no history of enforcing contracts. The Group invoices the customer quarterly
in advance, based on volume tiers which are trued-up annually.
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4 Significant Accounting Policies (Continued)
4.16 Revenue (Continued)
4.16.1 Licenses (Continued)

4,16.1.2 Term License with The Provision of Implementation Activities and Managed
Services (Continued)

The Group does not consider the customer’s option to represent a material right that the customer would
not receive without entering into that contract and accordingly the Group concludes that this option
does not represent another performance obligation in the arrangement. Accordingly, the entire license
fee is being recognised in profit or loss as it arises, without any deferral. The uniqueness of the contract
increases the element of judgement that is applied in this respect. This conclusion is based on the fact
that the pricing of the option did not alter the pricing of the remaining components of the contract, the
pricing of the option does not give rise to a discount for the license being provided and the option was
granted as security for continuity of service.

Given that the contractual form of the exercise price of the option is a function of the cumulative license
fees paid by the customer prior to that option being exercised, the Group has projected the applicable
exercise price during the option period based on its projections of the annual license fees expected to
be applicable to the customer on the basis of the expected volume of transactions. Based on the pricing
of the exercise price, in conjunction with the additional costs (including employee costs for handling and
managing the software) that would need to be incurred by the customer following the exercise of the
option, the Group believes that the likelihood of the option being exercised is very low.

For managed services, refer to the accounting policy in 4.16.2.

4.16.2 Services

The Group provides (a) transaction processing services; (b) maintenance services, such as ongoing
support for BankWORKS®, software enhancements and software upgrades; and (c) other services,
including change requests.

The agreements for the maintenance services and the other services are either entered into (i) at the
same time with the sale of the license; or (ii) after the sale of the license, as part of a comprehensive
package. Where the agreements are entered into at the same time with the sale of the license, the Group
assesses whether such agreements need to be combined with the license contract for the purpose of
IFRS 15.

The Group accounts for individual products and services separately if they are distinct, that is, if a
product or service is separately identifiable from other promises in the contract (i.e. the promise to
transfer the good or service is distinct within the context of the contract) and if a customer can benefit
from it either on its own or together with other resources that are readily available to the customer (i.e.
the good or service is capable of being distinct).
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4 Significant Accounting Policies (Continued)
4.16 Revenue (Continued)
4.16.2 Services (Continued)

Transaction processing is determined to be a performance obligation which is distinct from the
corresponding implementation or customisation activities that are performed in advance of such
transaction processing (see Note 4.16.2.1). Transaction processing services are regarded as a series of
distinct services that are substantially the same and that have the same pattern of transfer to the
customer; the performance obligation is the fact that the Group needs to stand ready to perform, which
obligation is satisfied over time. The consideration in respect of such services contains variable elements
that are dependent on the volume of transactions processed, with a minimum monthly fee; Management
allocates the variable fees charged for each transaction to the time period in which the Group has the
contractual right to bill the customer since such payments relate specifically to the Group’s efforts to
satisfy the performance obligation and allocating that amount entirely to that specific time period is
consistent with the allocation objective in IFRS 15. The Group accordingly recognises the monthly billings
to customers as revenue in the month of billing.

Maintenance services are generally billed quarterly or annually in advance. Regardless of whether the
corresponding agreements for such services are entered into at the same time with the sale of the
license, these services are determined to be distinct from the corresponding licenses under IFRS 15.

Revenues allocated to the maintenance services are recognised over time in accordance with IFRS 15,
as the customer simultaneously receives and consumes all of the benefits provided by the entity as the
entity performs. The transaction price is recognised as a contract liability at the time of receipt.

Revenue from other additional services requested by the client outside the scope of the original contract,
such as changes that are requested after the sale of the license and/or the period of customisation, are
generally treated as a separate contract if the scope of the contract increases because of the addition
of services that are distinct and the price charged is calculated at a man-rate per hour that reflects the
standalone selling price of such additional services. This performance obligation is generally recognised
over the period of such service. The Group charges for other services on a fixed cost basis. As the
current systems in place assess progress of completion based on the lifecycle of the delivery it is
concluded that the output method is the more appropriate method for measuring revenue that is
recognised over time by observing the value to the customer transferred to date relative to the remaining
services promised.

Revenue from services provided in comprehensive packages continues to be recognised over time under
IFRS 15 unless separate performance obligations are identified.

There should not be a significant financing component in relation to such services as the period between
the recognition of revenue and the payment is always less than one year.
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4 Significant Accounting Policies (Continued)
4.16 Revenue (Continued)
4.16.2 Services (Continued)

4.16.2.1 Implementation and Customisation Fees Followed by Transaction
Processing Services

Where the Group receives a fee for customisation and implementation activities without the sale of a
license, which are followed by transaction processing services, it assesses whether the fee relates to
the transfer of a promised good or service.

Where the fee relates to an activity that the Group is required to undertake at or near contract inception
to fulfil the contract and that activity does not result in the transfer of a promised good or service to the
customer, the fee is treated as an advance payment for future goods or services and, therefore, is
recognised as revenue when those future goods or services are provided.

Where the fee relates to a distinct performance obligation and that activity results in the transfer of a
promised good or service to the customer, the related revenue is recognised over the customisation
period. Determining whether the activity represents a distinct performance obligation and whether it
results in a transfer of a promised good or service to the customer requires judgement.

This is based on the Group’s conclusion that by the time the customised software is live, the customer
has already obtained and paid for the right to have that software solution hosted elsewhere, without
having to pay an additional amount for such customisation and implementation activities, subject to a
migration fee as a separate service that is distinct and a penalty for the cancellation of future transaction
processing services (which reduces with the number of remaining months) and without the requirement
for a different service provider to pay for an additional license in this regard.

4.16.3 Acquiring Business

The acquiring business includes the sale and rental of payment terminals and associated maintenance
services, including consultation, installation and repairs.

4.16.3.1 Sale of Terminals and Terminal Equipment

The Group enters into a sales contract or sales order with the customer, whereby the consideration for
the terminals or terminal equipment being sold is determined. Simultaneously, the goods are shipped,
the invoice is forwarded to the customer and the consideration is due immediately. The Group has
determined that revenue from this performance obligation should therefore be recognised immediately
provided that the criteria for the recognition of a contract are satisfied, including having an enforceable
right to payment.
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4 Significant Accounting Policies (Continued)
4.16 Revenue (Continued)

4.16.3 Acquiring Business (Continued)

4.16.3.2 Maintenance of Terminals and Terminal Equipment

The Group enters into a maintenance contract with the customer, specifying the monthly maintenance
fee and the relevant period. The monthly maintenance fee is due and payable on a monthly basis. The
Group has determined that revenue from this performance obligation should therefore be recognised on
a monthly basis in line with the applicable maintenance period provided that the criteria for the
recognition of a contract are satisfied, including having an enforceable right to payment.

The agreements for the maintenance services are generally entered into at the same time with the rental
agreement, which defines all conditions and fees for the different services being provided. Where the
agreements are entered into at the same time with the rental agreement, the Group assesses whether
such agreements need to be combined with the rental contract for the purpose of IFRS 15.

4.16.3.3 Fees per Processed Transaction

The Group also charges transaction fees depending on the type of terminal. The Group enters into a
contract with the customer, specifying the transaction fee for the applicable period. The sum of the
transaction fees due per month are aggregated and billed to the client. These are payable on a monthly
basis. The Group has determined that revenue from this performance obligation should therefore be
recognised on a monthly basis in line with the applicable maintenance period provided that the criteria
for the recognition of a contract are satisfied, including having an enforceable right to payment.

4.16.3.4 Fees based on operated Transaction Volume

The Group also earns revenue based on transaction volume processed by the customer terminals, both
from Giro cards and credit cards. In the case of the former, a commission is earned based on a
percentage of the total transaction volume processed by Giro cards. This commission is clearly defined
in the contract the Group has with its customers.

The Group has determined that revenue from this performance obligation should therefore be
recognised on a monthly basis in line with the applicable period provided that the criteria for the
recognition of a contract are satisfied, including having an enforceable right to payment. In the case of
revenue generated from transactions of credit cards, the Group has a contract directly with the acquirer,
rather than the customer. The Group therefore receives a monthly commission from the profit generated
by the acquirer from the Group’s customers, based on transaction volume generated by credit cards.

The Group has determined that revenue from this performance obligation should therefore be
recognised on a monthly basis in line with the applicable period provided that the criteria for the
recognition of a contract are satisfied, including having an enforceable right to payment.
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4 Significant Accounting Policies (Continued)
4.16 Revenue (Continued)
4.16.4 Contract Costs

Contract costs that are recognised as an asset are amortised on a systematic basis that is consistent
with the transfer to the customer of the goods or services to which the asset relates. An impairment loss
is recognised in profit or loss to the extent that the carrying amount of the asset exceeds (a) the
remaining amount of consideration that the entity expects to receive in exchange for the goods or
services to which the asset relates; less (b) the costs that relate directly to providing those goods or
services and that have not been recognised as expenses. An impairment reversal is recognised when
the impairment conditions no longer exist or have improved but the increased carrying amount of the
asset shall not exceed the amount that would have been determined (net of amortisation) if no
impairment loss had been recognised previously.

Incremental costs of obtaining a contract

The incremental costs of obtaining a contract with a customer are recognised as an asset if the entity
expects to recover those costs. Costs to obtain a contract that would have been incurred, regardless of
whether the contract was obtained, are recognised as an expense when incurred, unless those costs
are explicitly chargeable to the customer.

Applying the practical expedient in paragraph 94 of IFRS 15, the Company recognises the incremental
costs of obtaining a contract as an expense when incurred if the amortisation period of the asset that
the entity otherwise would have recognised is one year or less.

Costs to fulfil a contract

The costs incurred in fulfilling a contract with a customer that are not within the scope of another
Standard are recognised as an asset only if (a) the costs relate directly to a contract or an anticipated
contract that the entity can specifically identify; (b) the costs generate or enhance resources of the
entity that will be used in satisfying (or in continuing to satisfy) performance obligations in the future;
and (c) the costs are expected to be recovered.

4.16.5 Contract Modifications

A contract modification, such as changes that are requested after the sale of the license and/or the
period of customisation, is accounted for as a separate contract if (a) the scope of the contract increases
because of the addition of promised goods or services that are distinct; and (b) the price of the contract
increases by an amount of consideration that reflects the entity’s standalone selling prices of the
additional promised goods or services and any appropriate adjustments to that price to reflect the
circumstances of the particular contract.
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4 Significant Accounting Policies (Continued)
4.16 Revenue (Continued)
4.16.5 Contract Modifications (Continued)

For a contract modification that is not accounted for as a separate contract, the entity accounts for the
promised goods or services not yet transferred at the date of the contract modification based on the
specific facts and circumstances. A contract modification is accounted for as if it were a termination of
the existing contract and the creation of a new contract if the remaining goods or services are distinct
from the goods or services transferred on or before the date of the contract modification. A contract
modification is accounted for as if it were a part of the existing contract if the remaining goods or services
are not distinct and, therefore, form part of a single performance obligation that is partially satisfied at
the date of the contract modification. If the remaining goods or services are partly distinct and partly not
distinct, the effects of the modification on the unsatisfied (including partially unsatisfied) performance
obligations in the modified contract are accounted for in a manner that is consistent with the objectives
of IFRS 15.

4.16.6 Allocation of A Discount

Where a discount is provided, the Group and the Company allocate that discount entirely to one or more,
but not all, performance obligations in the contract if the following criteria are met: (a) the entity regularly
sells each distinct good or service (or each bundle of distinct goods or services) in the contract on a
standalone basis; (b) the entity also regularly sells on a standalone basis a bundle (or bundles) of some
of those distinct goods or services at a discount to the standalone selling prices of the goods or services
in each bundle; and (c) the discount attributable to each bundle of goods or services is substantially the
same as the discount in the contract and an analysis of the goods or services in each bundle provides
observable evidence of the performance obligation (or performance obligations) to which the entire
discount in the contract belongs. If these criteria are not met, the discount is allocated proportionately
to all performance obligations in the contract.

4.16.7 Allocation of Variable Consideration

The Group and the Company allocate a variable amount (and subsequent changes to that amount)
entirely to a performance obligation or to a distinct good or service that forms part of a single
performance obligation if both of the following criteria are met: (a) the terms of a variable payment relate
specifically to the entity’s efforts to satisfy the performance obligation or transfer the distinct good or
service (or to a specific outcome from satisfying the performance obligation or transferring the distinct
good or service); and (b) allocating the variable amount of consideration entirely to the performance
obligation or the distinct good or service is consistent with the allocation objective in IFRS 15 when
considering all of the performance obligations and payment terms in the contract.
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4 Significant Accounting Policies (Continued)

4.17 Finance Income and Costs

Finance income comprises interest income on bank balances, loans receivable, movements in provisions
for non-operating exchange gains, finance income arising on measuring receivables at amortised cost
using the effective interest rate method, gains on derivatives recognised in the profit or loss and finance
income on the net investment in finance leases. Interest income is recognised as it accrues in profit or
loss, using the effective interest rate method as further described in the accounting policies for non-
derivative financial assets.

Finance costs comprise interest expense on borrowings, movements in provisions for non-operating
exchange losses, and finance cost arising on measuring payables at amortised cost using the effective
interest rate method recognised in profit or loss.

Borrowing costs that are not directly attributable to the acquisition and construction of qualifying assets
are recognised in profit or loss.

Foreign currency gains and losses are reported on a net basis.

4.18 Government Grants

Government grants are recognised as income over the periods necessary to match them to the costs
for which they are intended to compensate, on a systematic basis. Government grants that are
receivable as compensation for expenses or losses already incurred or for the purpose of giving
immediate financial support to the Group with no future related costs, are recognised in profit or loss in
the period in which they become receivable.

If a grant is compensation for expenses or losses already incurred, or for which there are no future
related costs, it is recognised in profit or loss in the period in which is becomes receivable. A grant
relating to income is deducted by the Group from the related expense.

Government grants are not recognised until there is reasonable assurance that the respective entity will
comply with the conditions attaching to them and the grants will be received. A forgivable loan from
government is treated as a government grant when there is reasonable assurance that the entity will
meet the terms for forgiveness of the loan.

4.19 Income Tax

Income tax expense comprises current and deferred tax. Current and deferred tax are recognised in
profit or loss except to the extent that it relates to a business combination, or items recognised directly
in equity or in other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using
tax rates enacted or substantively enacted at the reporting date, and any adjustment to tax payable in
respect of previous years.

Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the amounts used for taxation purposes.
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4 Significant Accounting Policies (Continued)

4.19 Income Tax (Continued)

Deferred tax is not recognised for the following temporary differences: the initial recognition of assets
or liabilities in a transaction that is not a business combination and that affects neither accounting nor
taxable profit or loss, and differences relating to investments in subsidiaries to the extent that it is
probable that they will not reverse in the foreseeable future. In addition, deferred tax is not recognised
for taxable temporary differences arising on the initial recognition of goodwill.

Deferred tax assets are recognised for unused tax losses, and deductible temporary differences to the
extent that it is probable that future taxable profits will be available against which they can be used.
Future taxable profits are determined based on business plans for individual subsidiaries in the Group
and the reversal of temporary differences. Deferred tax assets are reviewed at each reporting date and
are reduced to the extent that it is no longer probable that the related tax benefit will be realised; such
reductions are reversed when the probability of future taxable profits improves.

Unrecognised deferred tax assets are reassessed at each reporting date and recognised to the extent
that it has become probable that future taxable profits will be available against which they can be used.

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when
they reverse, based on the laws that have been enacted or substantively enacted by the reporting date.
Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax
liabilities and assets, and they relate to income taxes levied by the same tax authority on the same
taxable entity, or on different tax entities, but they intend to settle current tax liabilities and assets on a
net basis or their tax assets and liabilities will be realised simultaneously.

4.20 Earnings Per Share

The Group presents basic Earnings per Share (EPS) data for its ordinary shares. For the purpose of this
calculation and for the purpose of Note 26, an ordinary share is an equity instrument that is subordinate
to all other classes of equity instruments. The terms of preference shares issued by the Company are
assessed to determine whether they share the characteristics of ordinary shares and have any
preference attributed to them. In case that such shares have no preference attributed to them, such
instruments are considered as ordinary shares for the purpose of this calculation, regardless of the legal
name assigned to them.

Basic EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the Company
by the weighted average number of ordinary shares outstanding during the period. Shares are usually
included in the weighted average number of shares from the date consideration is receivable (which is
generally the date of their issue).

The Group presents in the statement of comprehensive income basic earnings per share for each class
of ordinary shares that has a different right to share in profit for the period.
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4 Significant Accounting Policies (Continued)

421 Segment Reporting

An operating segment is a component of the Group that engages in business activities from which it may
earn revenues and incur expenses, including revenues and expenses relating to transactions with any
of the Group’s other components.

Operating results of all operating segments are regularly reviewed by the Group’s chief operating
decision maker to make decisions about resources to be allocated to the segment and assess its
performance, and for which discrete financial information is available.

4.22 Dividends

Dividends to holders of equity instruments are recognised as liabilities in the period in which they are
declared. These are recognised directly in equity.

4.23 Non-Current Assets Classified as Held for Sale

Non-current assets and disposal groups are classified as held for sale if their carrying amount will be
recovered principally through a sale transaction rather than through continuing use. This condition is
regarded as met only when the sale is highly probable and the asset or disposal group is available for
immediate sale in its present condition. Management must be committed to the sale, which should be
expected to qualify for recognition as a completed sale within one year from the date of classification.
Non-current assets and disposal groups classified as held for sale are measured at the lower of the
assets’ previous carrying amount and fair value less costs to sell, unless the measurement provisions of
such assets and liabilities (such as financial assets within the scope of IFRS 9) are scoped out of IFRS 5.
An impairment loss is recognised in profit or loss. Non-current assets are not depreciated (or amortised)
while they are classified as held for sale or while they are part of a disposal group classified as held for
sale.

5 Determination of Fair Values

A number of the Group’s accounting policies and disclosures require the determination of fair value, for
both financial and non-financial assets and liabilities. Fair values have been determined for measurement
and/or disclosure purposes based on the following methods. When applicable, further information about
the assumptions made in determining fair values is disclosed in the notes specific to that asset or liability.
When measuring the fair value of an asset or liability, the Group uses observable market data whenever
sufficient data is available.

Fair values are categorised into different levels in a fair value hierarchy based on the inputs used in the
valuation techniques as follows:
* Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities;

* Level 2: inputs other than quoted market prices included within Level 1 that are observable for
the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and

* Level 3: inputs for the asset or liability that are not based on observable market data
(unobservable inputs).
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5 Determination of Fair Values (Continued)

If the inputs used to measure the fair value of an asset or a liability might be categorised in different
levels of the fair value hierarchy, then the fair value measurement is categorised in its entirety in the
same level of the fair value hierarchy as the lowest level input that is significant to the entire
measurement.

5.1 Measurement of Fair Values
5.1.1 Loans Receivable

The fair value of loans receivable is estimated as the present value of future cash flows, discounted at
the market rate of interest at the reporting date. This fair value is determined for disclosure purposes
and is categorised as Level 2 of the fair value hierarchy.

5.1.2 Non-Derivative Financial Liabilities

Fair value is calculated based on the present value of future principal and interest cash flows, discounted
at the market rate of interest at the reporting date. Such non-derivative financial liabilities entail bank
borrowings, which have been categorised as Level 2 fair values.

5.1.3 Share-Based Payment Transactions

The fair value of employee share options or awards is measured using inputs that include the share price
at measurement date, the exercise price of the instrument, if any, expected volatility (based on an
evaluation of the Company’s historic volatility) where appropriate, the life of the instrument, expected
dividends to the extent applicable, and the risk-free interest rate. Service and non-market performance
conditions attached to the transactions are not considered in determining fair value.

For the cash-settled share-based payment arrangements, further disclosures are provided in Note 29.3.

Expected dividends were not included in the fair value measurement since the individual is entitled to
the rights of a shareholder, including the right to receive dividends from the date of grant of shares.

5.1.4 Finance Lease Receivables

The fair value of the finance lease receivables is classified as Level 2 and was calculated using the
discounted cash flow method using an appropriate discount rate.

5.2 Fair Values Versus Carrying Amounts

The reported carrying amounts at the respective reporting dates of the Group's and Company's current
financial instruments are a reasonable approximation of their fair values in view of their short-term
maturities. Derivative financial instruments are carried at fair value.

The Group's and Company's carrying amounts of other financial assets and liabilities, other than the
Company's investment in subsidiaries, in the statement of financial position are a reasonable
approximation of their respective fair values.
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6 Financial Risk Management

6.1 Overview

The Group has exposure to the following risks from its use of financial instruments:

e credit risk;
e liquidity risk; and
* market risk.

This note presents information about the Group’s exposure to each of the above risks, the Group’s
objectives, policies and processes for measuring and managing risk, and the Group’s management of
capital. Further quantitative disclosures are included throughout these financial statements. The
Company's exposure to such risks is substantially similar to that of the Group unless otherwise stated.

6.2 Risk Management Framework

The Board of Directors has overall responsibility for the establishment and oversight of the Group’s risk
management framework.

The Group’s risk management policies are established to identify and analyse the risks faced by the
Group, to set appropriate risk limits and controls, as well as to monitor risks and adherence to limits.

Risk management policies and systems are reviewed regularly to reflect changes in market conditions
and the Group’s activities. The Group, through its training and management standards and procedures,
aims to develop a disciplined and constructive control environment in which all employees understand
their roles and obligations.

The Group’s Audit Committee oversees how Management monitors compliance with the Group’s risk
management policies and procedures and reviews the adequacy of the risk management framework in
relation to the risks faced by the Group.
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6 Financial Risk Management (Continued)
6.3 Credit Risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument
fails to meet its contractual obligations, and arises principally from the Group's trade receivables from
customers, finance lease receivables, loans receivable, contract assets, and cash held with financial
institutions.

Specifically, the Group’s exposure to credit risk arising from its trade receivables, is influenced mainly by
the individual characteristics of each customer. The demographics of the Group’s customer base,
including the default risk of the industry and country in which customers operate, have less of an
influence on credit risk.

The majority of the Group’s customers have been transacting with the Group for several years, and
losses have occurred infrequently. In monitoring customer credit risk, customers are classified according
to their credit characteristics, geographic location and ageing profile. Trade receivables relate to the
Group’s customers to whom services are rendered.

6.3.1  Exposure to Credit Risk

The carrying amount of financial assets represents the maximum credit exposure. The maximum
exposure to credit risk at the reporting dates was as follows:

Carrying amount

THE GROUP THE COMPANY
2022 2021 2022 2021
€ € € €
Non-current assets
Loans receivable from
related parties - - 2,110,148 2,107,484
Finance lease receivables 158,833 97,702 - -
158,833 97,702 2,110,148 2,107,484
Current assets
Trade and other receivables 6,355,216 6,065,903 21,504,839 17,308,767
Finance lease receivables 83,619 56,440 - -
Loans receivable from
related parties 195,862 945,565 22,667 945,790
Accrued income and contract
costs 2,130,015 3,776,538 435,806 6,148,870
Cash at bank 3,491,226 8,214,173 184,404 1,258,534

12,255,938 19,058,619 22,147,716 25,661,961
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6 Financial Risk Management (Continued)

6.3 Credit Risk (Continued)
6.3.1 Exposure to Credit Risk (Continued)
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The maximum exposure to credit risk for trade and other receivables, finance lease receivables, loans
receivable, and accrued income, at the respective reporting dates by geographic region was as follows:

Non-current assets
Europe
South America

Current assets
Europe

Middle East
South America
North America
Asia

Carrying amount

THE GROUP THE COMPANY

2022 2021 2022 2021

€ € € €
158,833 97,702 2,050,000 2,050,000
i _ 60,148 57,484
158,833 97,702 2,110,148 2,107,484
4,980,310 4,875,367 4,693,156 6,292,504
487,268 780,587 472,431 771,095
592,366 574,385 259 259
1,529,250 3,687,834 16,504,333 17,074,338
1,175,518 926,273 293,133 265,231
8,764,712 10,844,446 21,963,312 24,403,427

The nature of the Group and the Company’s activities is to service financial institutions (including banks)
and accordingly a significant proportion of receivables fall within this industry. In 2022, 47% (2021: 66%)
of the Group’s revenue is attributable to sales transactions with two (2021: three) major customers in the
banking and payments industry as per Note 7.4. The below table shows the receivable balances together
with accrued income due by these major customers as at 31 December 2022 and 2021 respectively.

Customers situated in Europe
Customers situated in North
America

THE GROUP THE COMPANY
2022 2021 2022 2021
€ € € €
1,827,066 1,565,574 - 1,565,574
1,321,536 2,744129 - -
3,148,602 4,309,703 - 1,565,574
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6 Financial Risk Management (Continued)
6.3 Credit Risk (Continued)
6.3.2  Impairment Losses

The Group establishes an allowance for impairment that represents its estimate of incurred losses in
respect of trade and other receivables. This allowance represents specific provisions against individual
exposures and a collective provision where necessary, unless this is considered to be immaterial.

The tables below detail, by credit risk rating grades, the gross carrying amount of financial assets.

THE GROUP THE COMPANY
2022 2021 2022 2021
€ € € €

External rating grades
A+ 3,290,265 7,033,351 126,415 94,483
BBB+ 142,503 16,329 - -
BBB- 708 20,999 708 20,999
Unrated 57,750 1,143,494 57,281 1,143,052
Bank balances

31 December 3,491,226 8,214,173 184,404 1,258,534

The Group’s cash is placed with reputable financial institutions; such that Management does not expect
Gl%ré%/jﬂé{igétriﬂﬂnté’ éﬂlulotf?n'ing?t repayments of amounts held in the name of the Group.

THE GROUP THE COMPANY
2022 2021 2022 2021
€ € € €
Internal rating grades
Performing* 242,452 154,142 - -
Finance lease receivables
31 December 242,452 154,152 - -
Gross/net carrying amount at
THE GROUP THE COMPANY
2022 2021 2022 2021
€ € € €
Internal rating grades
Lozag seeeivable 195,862 945,565 2,132,815 3,053,274
31 December 195,862 945,565 2,132,815 3,053,274

Gross/net carrying amount at
*The contracting party has a low risk of default and does not have any past due amounts (12m ECL). In
respect of finance lease receivables and loans receivables, expected credit losses for the Group and
Company amount to €nil as at 31 December 2022 (2021: €nil).
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6 Financial Risk Management (Continued)

6.3 Credit Risk (Continued)

6.3.2 Impairment Losses (Continued)

finance lease receivables

Internal rating grades
Not in default - simplified model

3B g%?nﬁer 2022
n aerau

Trade debtors, contract assets and

2022
Loss allowance at 31 December
2022

Net carrying amount at 31
Gmossensigefying amount at 31
De%QQer

The following table illustrates the Group’s gross carrying amounts for its trade debtors and contract
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THE GROUP
Lifetime ECL not-credit Lifetime ECL credit
impaired impaired
Individual Collective Individual Impairments
Impairments Impairments

€ € €
2,658,667 6,640,937 -
- - 15,682
2,658,667 6,640,937 15,682
- (571,921) (15,682)
2,658,667 6,069,016 -

assets as at 31 December 2022, split by ageing buckets, as well as the lifetime ECL thereon.

THE GROUP

Trade debtors and contract assets

Not <30 31-60
past
due

€000 €000 €000

31 December
2022

Expected credit 1.9% 3.3% 6.5%
loss rate

Estimated total
gross carrying

amount at
default 4176 1,202 486
Lifetime ECL 80 40 32

61-90

€000

14.2%

109

91-120

€000

32.4%

217

70

121-150

€000

53.2%

217

15

151-180

€000

29.0%

181-210

€000

n-
240

€000

39.8%

241-
270

€000

53.3%

271-
300

€000

>300

€000

100%

212

212

Total

€000

8.6%

6,641

572
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6 Financial Risk Management (Continued)

6.3 Credit Risk (Continued)

6.3.2 Impairment Losses (Continued)

THE COMPANY
December 2022 Lifetimg ECIT not-credit Lifgtime E_CL

impaired credit impaired
Individual Collective Individual
lease receivables Impairments Impairments Impairments
€

Internal rating grades
Not in default - simplified model applied 20,170,968 2,077,807 -
In default - - -

31

Trad@%ebtors, contract assets and finance 20,170,968 2,077,807 -
Loss allowance at 31 December 2022 - (308,130) -
Net carrying amount at 31 December 2022 20,170,968 1,769,677 -

Gr‘?ﬁg ?oaﬁ%ri]rgga{gg%nﬁIagtBr;tgg%ﬁQE%rmpany’s gross carrying amounts for its trade debtors and contract
assets as at 31 December 2022, split by ageing buckets, as well as the lifetime ECL thereon.

THE COMPANY
Trade debtors and contract assets
Not <30 31-60 61-90  91-120 121- 151- 181- 21- 241- 271- >300 Total
past 150 180 210 240 270 300

due
€000 €000 €000 €000 €000 €000 €000 €000 €000 €000 €000 €000 €000
31 December 2022
Expected credit loss rate 1.3% 2.5% 9.8% 21.3% 38.6% 55.8% - - - - - 100% 14.8%

Estimated total gross
carrying amount at default 1,407 178 13 20 149 200 - - - - - m 2,078

Lifetime ECL 18 4 1 4 58 12 - - - - - m 308
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6 Financial Risk Management (Continued)

6.3 Credit Risk (Continued)

6.3.2 Impairment Losses (Continued)

assets and finance
lease receivables

Internal rating grades
Not in default - simplified model applied
In default

31 December 2021

Trade2debtors, contract
Loss allowance at 31 December 2021

Net carrying amount at 31 December 2021

Gross carrying amount at 31 December
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THE GROUP

Lifetime ECL not-credit

Lifetime ECL

impaired credit impaired
Individual Collective Individual
Impairments Impairments Impairments
€ € €
4,912,678 5,536,513 -

- - 4,339

4,912,678 5,536,513 4,339

- (452,608) (4,339)

4,912,678 5,083,905 -

The following table illustrates the Group’s gross carrying amounts for its trade debtors and contract
assets as at 31 December 2021, split by ageing buckets, as well as the lifetime ECL thereon.

THE GROUP

Trade debtors and contract assets

Not <30 31-60 61-90 91-120

past

due

€000 €000 €000 €000 €000

31 December
2021
Expected credit 4.0% 8.0% 14.9% 23.3% 31.1%
loss rate
Estimated total
gross carrying
amount at
default 4,477 522 208 95 53
Lifetime ECL 178 42 31 22 16

121-150

€000

53.9%

37

20

151-180  181-210 21- 241- 271- >300 Total
240 270 300

€000 €000 €000 €000 €000 €000 €000

85.6% 100% 8.2%

9 136 5,637

8 136 453
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6 Financial Risk Management (Continued)

6.3 Credit Risk (Continued)

6.3.2 Impairment Losses (Continued)

lease receivables

Internal rating grades
Not in default - simplified model applied

In default

31 December 2021

Traa@?debtors, contract assets and finance

Loss allowance at 31 December 2021

Net carrying amount at 31 December 2021

Gross carrying amount at 31 December
The following table illustrates the Company’s gross carrying amounts for its trade debtors and contract

assets as at 31 December 2021, split by ageing buckets, as well as the lifetime ECL thereon.

31 December
2021

Expected credit
loss rate

Estimated total
gross carrying
amount at
default

Lifetime ECL

THE COMPANY

Lifetime ECL not-credit Lifetime ECL
impaired credit impaired
Individual Collective Individual
Impairments Impairments Impairments
€ € €
21,070,349 2,562,704 -
21,070,349 2,562,704 -
- (175,416) -
21,070,349 2,387,288 -

THE COMPANY

Trade debtors and contract assets

Not
past
due

€000

1.6%

2,118

33

<30

€000

3.1%

194

31-60

€000

14.2%

134

61-90

€000

91-120

€000

121-150  151-180  181-210 n- 241-
240 270

€000 €000 €000 €000 €000

271- >300
300
€000 €000

100%

n7

n7

Total

€000

6.8%

2,563

175
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6 Financial Risk Management (Continued)

6.3 Credit Risk (Continued)

6.3.2 Impairment Losses (Continued)

Write-offs during the reporting period amounted to €5,077 (2021: €1,272,653) and €704 (2021: €2,362)
for the Group and the Company, respectively. No reversals of write-offs happened during the year ended

31 December 2022 (2021: €nil).

lease receivables

Opening balance at 1 January 2022
Movement during the year

31 December 202
&osing a{ancezﬂ December 2022

Trade debtors, contract assets and finance

Balance as at 1 January 2021

Increase in loss allowance arising from new
financial assets recognised in 2021

Decrease in loss allowance from
derecognition of financial assets in 2021

Balance as at 31 December 2021

Increase in loss allowance arising from new
financial assets recognised in 2022

Increase in loss allowance on financial
assets in 2022

Decrease in loss allowance from
derecognition of financial assets in 2022

Balance as at 31 December 2022

THE GROUP

Lifetime ECL not-credit

Lifetime ECL

impaired credit impaired
Individual Collective Individual
Impairments Impairments Impairments
€ € €
- 452,608 4,339
- 119,313 11,343
- 571,921 15,682
THE GROUP
Lifetime ECL not-credit
impaired
Contract
Trade debtors assets Total
€ € €
43,000 - 43,000
313,532 139,076 452,608
(43,000) - (43,000)
313,532 139,076 452,608
300,716 19,817 320,533
131,563 - 131,563
(193,707) (139,076) (332,783)
552,104 19,817 571,921
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6 Financial Risk Management (Continued)

6.3 Credit Risk (Continued)

6.3.2 Impairment Losses (Continued)

receivables and contract assets

Opening balance at 1 January 2022
Movement during the year

31GhesiembetapgeB1 December 2022

Trade

Balance as at 1 January 2021

Increase in loss allowance arising from new
financial assets recognised in 2021

Decrease in loss allowance from
derecognition of financial assets in 2021

Balance as at 31 December 2021

Increase in loss allowance arising from new
financial assets recognised in 2022

Increase in loss allowance on financial
assets in 2022

Decrease in loss allowance from
derecognition of financial assets in 2022

Balance as at 31 December 2022
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THE COMPANY

Lifetime ECL not-credit

Lifetime ECL

impaired credit impaired
Individual Collective Individual
Impairments Impairments Impairments
€ € €
- 175,416 -
- 132,714 -
- 308,130 -
THE COMPANY
Lifetime ECL not-credit
impaired
Contract
Trade debtors assets Total
€ € €
43,000 - 43,000
158,240 17,176 175,416
(43,000) - (43,000)
158,240 17,176 175,416
191,415 5,542 196,957
24,064 - 24,064
(71,131) (17,176) (88,307)
302,588 5,542 308,130
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6 Financial Risk Management (Continued)

6.3 Credit Risk (Continued)

6.3.2 Impairment Losses (Continued)

Opening balance at 1 January 2021
Movement during the year

31 RsingBalesss131 December 2021

Trade debtors, contract assets and finance
lease receivables

Opening balance at 1 January 2021
3NbemeTErQ Qg the year

Closing balance 31 December 2021
Trade recelvables and contract assets

THE GROUP

Lifetime ECL not-credit

Lifetime ECL

impaired credit impaired
Individual Collective Individual
Impairments Impairments Impairments
€ € €
- 43,000 54,745
- 409,608 (50,406)
- 452,608 4,339
THE COMPANY

Lifetime ECL not-credit Lifetime ECL
impaired credit impaired
Individual Collective Individual
Impairments Impairments Impairments
€ € €
- 43,000 -
- 132,416 -
- 175,416 -
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6 Financial Risk Management (Continued)
6.4 Liquidity Risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations, which are
associated with its financial liabilities that are settled by delivering cash or another financial asset, as
they fall due. The Group’s approach to managing liquidity is to ensure, as far as possible, that it will
always have sufficient liquidity to meet its liabilities when due, under both normal and stressed
conditions, without incurring unacceptable losses or risking damage to the Group’s reputation.

The Group monitors its cash flow requirements on a regular basis and ensures that it has sufficient cash
on demand to meet expected operational expenses; this excludes the potential impact of extreme
circumstances that cannot reasonably be predicted.

The following are the contractual maturities of financial liabilities, including estimated interest payments.

Carrying Contractual 12 months More than
amount Cash flows or less 1-2years 2 - 5years 5 years
€ € € € € €
Accrued expenses 2,831,024 2,831,024 2,831,024 - - -
Trade and other
payables 1,107,346 1,107,346 1,107,346 - - -
Post-employment
31 Dwesweafiber 2022 3,377,398 3,908,761 - - 270,090 3,638,671
Lease liabilities 2,412,974 2,627,231 518,235 387,091 898,724 823,181
The Group

Secured bank loans  1,132,60861:344 167 491, 6413%ho3 49934880 53891 1264623 4,461,852

Carrying Contractual 12 months More than
amount Cash flows or less 1-2years 2 - 5 years 5 years
€ € € € € €

Secured bank loans 1,132,602 1,167,492 536,123 535,560 95,809 -
Trade and other

31 Degerpleer 2022 2,495,123 2,495,123 2,495,123 - - -

- yment
T“gtﬁ%ﬁ@? 3,006,384 3,472,502 - - 270,090 3,202,412
Ackesse Hapiitisss 1,806,30934,948906309 S4RIRI09 28,409 31,249 93,748 392,181

8,879361 9,487013 4865964 566,809 459,647 3,594,593
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6 Financial Risk Management (Continued)

6.4 Liquidity Risk (Continued)

Secured bank loans
Accrued expenses

payables
Post-employment
benefits
Lease liabilities

31 December 2021

The Group

Trade and other

Secured bank loans

Accrued expenses
Trade and other
payables
31 RegesthenyfiEht
benefits
The Company
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Carrying Contractual 12 months More than
amount Cash flows or less 1-2years 2 - 5 years 5 years

€ € € € € €
1,621,942 1,694,008 535,603 535,560 622,845 -
3,455,711 3,455,711 3,455,711 - - -
1,895,735 1,895,735 1,895,735 - = -
3,909,546 3,916,201 - - 270,090 3,646,111
2,181,930 2,399,474 458,239 423,606 939,448 578,181
13,064,863 13,361,129 6,345,288 959,166 1,832,383 4,224,292
amount Cash flows or less 1-2years 2 - 5years 5 years

€ € € € € €
1,621,942 1,694,008 535,603 535,560 622,845 -
CarryiﬁéogtOé%ntractuélf’qgr%ths 1,508,055 More than N
1,419,710 1,419,710 1,419,710 - - -
3,473,288 3,479,942 - - 270,090 3,209,852
8,473,807 8,675,712 3,491,777 563,969 1,017,933 3,602,033

392,181

Lepssr iRl closured ¥hal4uidity iR Yre proffd@d in N&tE P 1.2, 124,998
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6 Financial Risk Management (Continued)

6.5 Market Risk

Market risk is the risk that changes in market prices, namely foreign exchange rates, interest rates and
equity prices will affect the Group’s income or the value of its holdings of financial instruments. The
objective of market risk management is to manage and control market risk exposures within acceptable
parameters, while optimising the return.

6.5.1  Currency Risk

The Group is exposed to currency risk on sales and purchases that are denominated in a currency other
than the functional currency of the Company, the Euro. The currencies in which these transactions are
primarily denominated are USD, PHP, NZD and GBP.

The Group relies on natural hedges between inflows and outflows in currencies other than the Euro, and
does not otherwise hedge against exchange gains or losses which may arise on the realisation of
amounts receivable and settlement of amounts payable in foreign currencies.

The Group’s exposure to foreign currency risk as at 31 December was as follows, based on notional
amounts:

2022
NZD CHF PHP usD JOD BRL GBP CAD ISK
Trade receivables 747,660 - 7,783,641 940,027 - - 661,205 - -
Accrued income - 3,305,502 1,437,153 - - 73,699 - -
Cash at bank 72 3,267,031 2,038,758 - 87,220 1,133 432 14,207
Trade payables - - (102,592) (120,578) (24,000) (16,011) - - -
Deferred income (18,042) - - (226,561) - - (263,730) - -
The Group
Gross statement of
financial position 216
exposure 729,690 216 14,253,582 4,068,799 (24,000) 71,209 472,307 432 14,207
2022
NzD CHF PHP usD JOD BRL GBP CAD ISK
Trade receivables - - 11,593,736 - - 661,205 - -
Thif@%beéﬁg;ad parties - - 65,000 - - - - -
ccrued income - - 346,357 - - 73,699 - -
Lo&igsbauinsls - - 39 - - 960 - -
Trade payables - - (31,767) (24,000) - - - -
Deferred income - - (171,843) - - (263,730) - -
Gross statement of -
financial position
exposure - - 11,801,522 (24,000) - 472,134 - -




6 Financial Risk Management (Continued)

6.5 Market Risk (Continued)
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6.5.1  Currency Risk (Continued)
2021
NzD CHF PHP UsD JOD BRL GBP CAD ISK
Group
Trade receivables 466,181 3,764,777 3,966,295 584,221
Accrued income 189,129 685,714 1,411,500 258,872
Cash at bank 228,32
ash at ban 51 216 2,506,749 5,391,072 0 128,366 432 14,207
Trade payables - (1,225,687) (136,044) 32 (16,165) (3,014)
Deferred income (45,042) (176,131) (263,730)
Theross statement of
financial position
exposure 610,319 216 5,731,553 10,456,692 32 212,155 704,715 432 14,207
2021
NZD CHF PHP UsD JOD BRL GBP CAD ISK
Trade receivables 9,509,403 584,221
Loans receivable
from related parties 65,000
Accrued income 4,949,911 258,872
Cash at bank 18,260 125,033
Thé&radenpaygbles (176,636) (4,119) 32 (3,014)
Deferred income (159,208) (263,730)
Gross statement of
financial position
exposure (176,636) 14,379,247 32 701,382

The following significant exchange rates applied during the year:

NzZD
CHF
usSD
JOD
BRL
PHP
GBP
CAD
ISK

L

Average rate

Reporting date spot rate

2022 2021
0.6030 0.5980
0.9953 0.9249
0.9496 0.8455
1.3383 11923
0.1838 0.1568
0.0174 0.0172
11727 11633
0.7302 0.6745
0.0070 0.0067

2022

0.5953
1.0155
0.9376
1.3144
0.1773
0.0169
11275
0.6925
0.0066

2021

0.6032
0.9680
0.8829
1.2399
0.1585
0.0173
1.1901
0.6948
0.0068
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6 Financial Risk Management (Continued)
6.5 Market Risk (Continued)

6.5.1  Currency Risk (Continued)

Sensitivity Analysis

A 10 percent strengthening of the Euro against the following currencies as at 31 December would have
(decreased)/increased equity and profit or loss by the amounts shown below. This analysis assumes
that all other variables, in particular interest rates, remain constant. The analysis is performed on the
same basis for 2021.

THE GROUP THE COMPANY

Profit or

Equity Profit or loss Equity loss

€ € € €
NZD (43,439) (43,439) -
CHF (22) (22) -
usD (381,474) (381,474) (1,106,462 (1,106,462)

JOD 3,155 3,155 3,155 3,155
BRL (1,263) (1,263) -
PHP (24,028) (24,028) -
31@Btember 2022 (53,252) (53,252) (53,23 (53,232)
CAD (30) (39) -
ISK (9) (?) -

THE GROUP 2) THE COMPANY

- Profit or

Equity Profit or loss Equity loss

€ € € €
NZD (36,813) (36,813) -
CHF (21 (21 -
Uusb (923,247) (923,247) (1,269,579)
310Etember 2021 (4) (4) (4)
BRL (3,362) (3,362) -
PHP (9,923) (9,923) 306
GBP (83,867) (1 2@@ 369) (83,470)
CAD (30) 40) -
ISK (10 40p) -

183,470)

A 10 percent weakening of the Euro against the above currencies as at 31 December would have had
the equal but opposite effect on the above currencies to the amounts shown above, on the basis that
all other variables remain constant.
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6 Financial Risk Management (Continued)
6.5 Market Risk (Continued)
6.5.2  Interest Rate Risk

The Group’s borrowings are subject to an interest rate that varies according to revisions made to the
Bank’s Lending Base Rate. In prior years, the Group had entered into an interest rate swap for the
purpose of hedging the risk of changes in cash flows related to interest payments on one of its facilities.
This interest rate swap matured in 2021.

Interest on certain loans receivable, bank borrowings and cash at bank are also tested for interest rate
risk.

6.5.2.1 Interest Rate Profile

At the reporting date the interest rate profile of the Group’s and the Company’s interest-bearing financial
instruments was:

THE GROUP THE COMPANY
2022 2021 2022 2021
€ € € €
Fixed rate instruments
Financial assets 195,400 944,103 - 944,103

3,491,226 8,214,173 2,234,404 3,308,534
(1132,602)  (1,621,942)  (1,132,602)  (1,621,942)

Variable rate instruments 2,358,624 6,592,231 1,101,802 1,686,592
Financial assets

Financial liabilities

6.5.2.2 Interest Rate Risk

The Group is exposed to interest rate risk on its financial instruments arising from movements in the
Bank’s 3-month Euribor rate.

The Group has evaluated the extent of the discontinuation of the IBOR rates on existing bank borrowings.
In view that there are no plans by the European Central Bank to discontinue or replace Euribor, the Group
does not expect any material impact brought about by the Interest rate benchmark reform on its financial
instruments and interest rate risk management strategy.
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6 Financial Risk Management (Continued)
6.5 Market Risk (Continued)
6.5.2  Interest Rate Risk (Continued)

6.5.2.3 Cash Flow Sensitivity Analysis for Variable Rate Instruments

A change of 100 basis points in interest rates at the reporting date would increase/(decrease) equity and
profit or loss by the amounts shown below. This analysis assumes that all other variables, in particular
foreign currency rates, remain constant. The analysis is performed on the same basis for 2021.

THE GROUP
Profit or loss Equity
100 bp 100 bp 100 bp 100 bp
increase decrease increase decrease
€ € € €
31 December 2022
Variable rate instruments 23,586 (23,586) 23,586 (23,586)
65,922 (65,922) 65,922 (65,922)
THE COMPANY
31 December 2021 . .
Variable rate instruments Profit or loss Equity
100 bp 100 bp 100 bp 100 bp
increase decrease increase decrease
€ € € €
31 December 2022
Variable rate instruments 11,018 (11,018) 11,018 (11,018)
16,866 (16,866) 16,866 (16,866)

31 December 2021
Variable rate instruments
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6 Financial Risk Management (Continued)

6.6 Capital Management

The Group’s policy is to maintain a strong capital base so as to maintain investors, creditors and market
confidence and to sustain future development of the business. The capital structure consists of debt
and items presented within equity in the statement of financial position. The Board of Directors monitors
the return on capital, which the Group defines as net operating income divided by total shareholders’
equity. The Board of Directors also monitors the level of dividends to ordinary and preference
shareholders. The Board of Directors manage the Company’s capital structure and make adjustments to
it, in light of changes in economic conditions.

The capital structure is reviewed on an ongoing basis. Based on recommendations of the Directors, the
Company balances its overall capital structure through the payment of dividends, new share issues, as
well as the issue of new debt or redemption of existing debt. There were no changes in the Group’s
approach to capital management during the year.

During the financial year ending 31 December 2021, RS2 Software p.l.c. successfully raised €15,731,800
by way of a Preference Share PO. The additional liquidity generated from the Preference Share PO has
enabled the Group to continue implementing its business strategy.

The Group is not subject to externally imposed capital requirements.

7 Operating Segments

The Group has three reportable segments, as described below, which represent the Group’s business
units. The business units offer different services and are managed separately because they require
different operating and marketing strategies. For each of the business units, the Group’s Board of
Directors reviews internal management reports on a bi-annual basis. The following summary describes
the operations in each of the Group’s reportable segments:

o Software (License) solutions - Licensing of the Group’s BankWORKS® software to banks and
service providers, including maintenance and enhanced services thereto.

*  Processing solutions - Processing of payment transactions utilising the Group’s BankWORKS®
software.

e Merchant solutions - includes issuing and acquiring payment solutions directly to merchants,
including terminal and PSP gateway services.

Information regarding the results of each reportable segment is included below. The internal
management reports that are reviewed by the Group’s Board of Directors include the results of each
subsidiary, with additional disclosures showing disaggregated revenues attributable to each reportable
segment. Inter-segment pricing is determined on an arm'’s length basis.
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7 Operating Segments (Continued)
7.1 Information About Reportable Segments
Software
(Licensing) Processing Merchant Total reportable
solutions solutions solutions segments
€ € € €
External revenues 14,109,884 20,836,098 2,570,079 37,516,061
Inter-segment revenues 8,052,624 44,607 533,644 8,630,875
\2(8?’2 ended 31 December 22,162,508 20,880,705 3,103,723 46,146,936
Finance income 70,266 2,897 33,975 107,138
Finance expense (69,428) (4,310) (69,894) (143,632)
Sdippepeiatixhaes
amortisation (1,464,339) (826,615) (196,871) (2,487,825)
Movement in provision for
impairment loss on
receivables (132,714) (2,315) - (135,029)
Movement in amounts
written off (704) B - (704)
Reportable segment
farfjf't/ (loss) before income 2,373,324 3,828,102  (1,187,954) 5,013,472
Income tax expense (581,687) (1,391,224) (55,522) (2,028,433)
Reportable segment assets 64,958,732 19,155,776 4,665,256 88,779,764
Capital expenditure 2,413,804 431,146 269,501 3,114,451
Reportable segment 16,430,634 25474357 3562142 45,467,133

liabilities
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7 Operating Segments (Continued)
7.1 Information About Reportable Segments (Continued)
Software Total
(Licensing) Processing Merchant reportable
solutions solutions solutions segments
€ € € €
External revenues 17,850,900 18,759,855 2,069,108 38,679,863
Inter-segment revenues 8,928,725 - 336,953 9,265,678
year ended 31 December 26,779,625 18,759,855 2,406,061  47,945541
Finance income 85,917 8 27,960 113,885
Finance expense (209,689) (5,183) (58,574) (273,446)
SeuEprat RIS EAS
amortisation (1,802,668) (534,908) (124,455) (2,462,031)
Movement in provision for
impairment loss on
receivables (132,416) 956,112 - 823,696
Movement in amounts
written off (2,360) (1,398,962) (5,980) (1,407,302)
Reportable segment
profit/(loss)before income
tax 6,324,505 2,865,598 (974,000) 8,216,103
Income tax expense (1,854,616) (1,157,686) (55,134) (3,067,436)
Reportable segment
assets 63,522,518 23,906,099 6,439,326 93,867,943
Capital expenditure 2,968,282 1,217,147 184,121 4,369,550
R tabl t
eporiable segmen 17,500,939 26,212,878 2,776,235 46,490,052

liabilities
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7 Operating Segments (Continued)
7.2 Reconciliations of Reportable Segment Profit or Loss, Assets and Liabilities, And Other
Material Items
2022 2021
€ €
Total revenue for reportable segments 46,146,936 47,945,541
Elimination of inter-segment transactions (8,630,875) (9,265,678)
37,516,061 38,679,863
Total finance income for reportable segments 107,138 113,885
Elimination of inter-segment transactions (61,129) (56,379)
External revenues
46,009 57,506
Consolidategbesisenue
_Total finance expense for reportable segments 143,632 273,446
FiRgRGRINBAME inter-segment transactions (61,129) (73,436)
82,503 200,010
Consolidated finance income
Finangedepreciation and amortisation for reportable segments 2,487,825 2,462,031
Elimination of inter-segment transactions (502,648) (260,157)
Consolidated finance expense 1,985,177 2,201,874
Depreciation and amortisation
Total profit before income tax for reportable segments 5,018,472 8,216,103
Elimination of inter-segment transactions (3,235,030) (1,800,439)
Consolidated depreciation and amortisation
Praéix before income tax 1,778,442 6,415,664
Coreisliastads-éporensidaleigrentsist before income 88,779,764 93,867,943
Elimination of computer software (3,972,222) (1,768,432)
Elimination of contract assets (6,766,850) (21,441,744)
Ass@tsnation of other inter-segment assets (34,688,442) (23,050,799)
43,352,250 47,606,968
Consolifjgifftiklgbarssbstable segments 45,467,133 46,490,052
Liabiliti -segment balances (19,477,643) (19,173,055)
Tlgtalll 1es -segment accruals (6,972,684) (5,321,619)
Elimination of inter -segment liabilities 184,800 184,947
Elimination of inter
Elimination of other inter 19,201,606 22,180,325

Consolidated total liabilities
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7 Operating Segments (Continued)

7.2 Reconciliations of Reportable Segment Profit or Loss, Assets and Liabilities, And Other
Material Items (Continued)

Except for revenues, the line items in the above tables are allocated as follows — (a) Software (Licensing)
solutions comprises the results and financial position of RS2 Software plc, RS2 Germany GmbH, RS2
Software APAC Inc. and RS2 Software LAC LTDA, (b) Processing comprises the results and financial
position of RS2 Software INC. and RS2 Smart Processing Limited and (c) Merchant Solutions comprises
the results and financial position of RS2 Merchant Services Europe GmbH, RS2 Financial Services GmbH
and RS2 Zahlungssysteme GmbH. The revenue of RS2 Software INC. is allocated to the following two
segments — Software (Licensing) solutions and Processing.

Assets allocated to reportable segments exclude the BankWORKS® license held by RS2 Smart
Processing Limited and RS2 Software INC. and any contract assets recognised in relation to services
provided between the three segments. Likewise, the Group liabilities exclude accruals, inter-segment
balances and inter-segment liabilities.

7.3 Geographical Information

In presenting information for the Group on the basis of geographical segments, revenue is based on the
geographical location of its customers. The following non-current segment assets are based on the
geographical location of the assets and exclude financial instruments.

Non-Current

Revenues assets

€ €

Malta 149,007 20,167,845
UK and Ireland 12,975,228 -
USA 14,640,689 4,816,615
Other countries 9,751,137 4,396,779

Year ended 31 December 2022

37,516,061 29,381,239

Malta 230,928 18,947,012
UK and Ireland 14,393,360 -
Yaagsanded 31 December 2021 16,122,061 4,141,760
Other countries 7,933,514 3,997,882

38,679,863 27,086,654

Other countries comprise revenue based on geographical location of customers, which individually are
immaterial and do not exceed 10% of total revenue.
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7 Operating Segments (Continued)

7.4 Major Customers

For the year ended 31 December 2022, revenues from two (2021: three) major customers of the licensing
and processing segments amounted to €3,923,223, and €13,541,706 respectively (2021: €4,546,317,
€5,766,566 and €15,024,008 respectively) of the Group's total revenues.
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8 Property, Plant and Equipment

8.1 The Group
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Equipment,
Land and Leasehold furniture and Motor
buildings  Improvements fittings  Vehicles  Terminals Total
€ € € € €
Balance at 1 January 2021 1,403,128 4,794,272 227,286 32,032 14,433,885
Reclassifications 66,091 (66,091) - (993) (993)
Additions - 1,038,293 19,631 5,583 1,063,507
Disposals - - (5,000) - (5,000)
rates 554 70,209 535 - 71,298
Cogelance at 31 December 2021 € 1,469,773 5,836,683 242,452 36,622 15,562,697
7,977467
Balance at 1 January 2022 : 1,469,773 5,836,683 242,452 36,622 15,562,697
Reclassifications i 405 (707,662) - (3,940) (690,937)
Effeeitihovement in exchange 1,487 162,528 27,093 19,579 224,103
Disposals . - (61,026) - - (70,447)
Effects of movement in exchange
rates 7,977,167 (630) 52,042 (1,124) - 50,288
Balance at 31 December 2022 7,977,167 1,471,035 5,282,565 268,421 52,261 15,075,704
20.2680
13,416
Balance at 1 January 2021 (9,421) 361,623 3,726,061 194,474 2,873 5,631,546
Depreciation for the year - 59,938 456,630 26,097 22,003 666,371
Di [ _ _ _
isposals ‘ 8,001,422 (2,145) (2,145)
Effects of movement in exchange
rates. . 556 43,818 491 - 44,865
Depreciation
1,348,515
101,703
Balance at 1 January 2022 422117 4,226,509 218,917 24,876 6,340,637
Depreciation for the year - 60,186 388,094 13,506 6,976 565,017
BaRFEasRBoDLISRARRF 2021 1,448,218 42217 4,226,569 2188088)24,876 6,340,637 - (37,812)
Reclassifications 8,249 (45,800) - - (45,800)
Effects of movement in exchangg 448 218
rates 96,255 (629) 31,355 (926) - 29,800
(1;774)
(8,249)
Bagneeatdhpsegember 2022 1,534,450 489,923 ﬁgﬁ,g%% 2%%%?2” 31,85232,8(?;5184%9’1 59 8,802,339
Carrying amounts
At 31 December 2021 6,630,652 1,047,656 1,610,174 23,535 1,746 9,222,060
At 31 December 2022 6,528,948, 981,112 718,445 36,924 20,409 8,223,862
466,972
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8 Property, Plant and Equipment (Continued)
8.2 The Company
Equipment,
Land and furniture and
buildings Improvements fittings Motor Vehicles Total
€ € € € €

Additions - - 136,600 - 136,600

Reclassifications - 7,989 (7,989) - -

Balance at 31 December 2021 7,977,168 1,338,711 2,763,338 175,034 12,254,251

Leasehold

Additions 13,416 1,487 64,330 - 79,233
coRisposals (9,421) - - - (9,421)
Balance at 1 January 2021 7,977,168 1,330,722 2,634,727 175,034 12,117,651

Balance at 1 January 2021 1,338,263 332,142 2,373,520 161,431 4,205,356
BaRRREESEIOSOSNSYERT 7,977,168 9749%38711 2,763,338 4088  12,2542893 315,167
Reclassifications 20,59 406 (20,665) - -
Balance at 31 December 2022 8,001,42 1,340,690 2,807,003 175,034 12,324,086
DeprEisGoR 1 January 2022 1,439,970 384,939 2,520,580 175,034 4,520,523

Released on disposals (1,774) - - - (1,774)
Reclassifications 4,303 52,797 (57,100) - -
BaPAABGE 31 HeREFHBPS039221 430,070°3443k 939 4353840 2698498 4 5ol3 P4 4,777,675

At 1 January 2021 6,638,905 998,580 261,207 13,603 7,912,295
Depreciation for the year 625 523015 109 824 = 252 @R

At 31 December 2021 6,537,198 953,772 242,758 - 7,733,728
Carrying amounts
At 31 December 2022 6,468971 902,80 176,797 - 7,546,388
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9 Leases

9.1 The Group as a Lessee

This note provides information about lease agreements for which the Group was a lessee during 2022.
These include:

9.1.1 Leased Premises Gozo

An agreement was entered into for an emphyteutical grant for leased land at Imgarr Road, Xewkija, Gozo
under a deed with the Government of Malta. The lease is for a twenty five-year term, lasting until April
2039. Upon expiration of the emphyteutical grant, the emphyteutical site and any improvements thereon
shall devolve to the Government without any obligation on the latter to compensate the Company.

9.1.2 Leased Offices USA

An agreement for leased offices in Denver, USA. The initial term of the lease was for a five-year term,
commencing in 2016 up until March 2021. The initial lease agreement included an option for the lessee
to renew for a further four-year term or to terminate subject to a notice in writing provided that the
conditions of the contract agreement are satisfied. The option to extend the term was taken up and a
lease contract renewal agreement was entered into as of April 2021 valid until June 2024.

9.1.3 Leased Offices Philippines

An agreement for leased offices in Manila, Philippines. The lease was for a three-year period
commencing during June 2016, and was subsequently renewed in June 2019 for another five-year term,
up until June 2024. The renewal of this lease was treated as a new lease in accordance with IFRS 16.
The agreement includes an option to renew the lease term provided that both parties mutually agree on
the new contract provisions. The lease may be terminated prior to the lease termination date; however,
in so doing the lessee will be liable to penalties.

9.1.4 Leased Offices Germany

An agreement for leased offices in Neu-Isenburg, Germany. This agreement was entered into with a
related party on 1 January 2019. The lease is for a ten-year term, lasting until December 2028, with an
extension clause that stipulates that if the tenancy is not terminated by either party at least six months
before the end date, this is renewed again for another five-year term. Accordingly, the enforceable
period of this lease (and the lease term) is 10 years.
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9 Leases (Continued)
9.1 The Group as a Lessee (Continued)
9.1.4 Leased Offices Germany (Continued)

An agreement for leased offices in Reinsdorf, Germany. At acquisition date of RS2 Zahlungssysteme
GmbH, 1 January 2020, the remaining period of the lease was for 6 months up until June 2020, with an
extension clause that stipulates that if the tenancy is not terminated by either party at least three months
before the end date, this is renewed for a further one-year term. The lease was renewed for a further
one-year term in July 2021 and later terminated on 30 March 2022.

An agreement for leased offices in Reinsdort, Germany. This agreement was entered on 1 December
2022. The lease is for a five-year term, lasting until November 2027. Accordingly, the enforceable period
of this lease (and the lease term) is five years.

An agreement for leased offices in Neu-Isenburg, Germany. This agreement was entered into with a
related party on 1 February 2022. The lease is for a five-year term, lasting until December 2026, with an
extension clause which the lessor has granted the unilateral right to renew unless terminated by the
lessee at least six months before the end date, this is renewed again for another five-year term.
Accordingly, the enforceable period of this lease (and the lease term) is 10 years.

9.1.5 Leased Cars in Germany

Various agreements for leased cars in Germany. The leases are for a three-year term, ending between
August 2022 and November 2025. The enforceable period of such leases (and the lease term) is 3 years.
These agreements were entered into at different points in time between August 2019 and December
2022. The lease rate is based on driven kilometres (20k-30k) per annum.
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9 Leases (Continued)
9.1 The Group as a Lessee (Continued)
9.1.6  Group and Company Leases

The following table presents the carrying amounts of the Group’s and the Company’s ROU assets
recognised and the movements during the period:

Land and
HE GROUP buildings Cars Total
€ € €
As at 1 January 2021 2,161,779 83,403 2,245,182
Additions to right-of-use assets 221,821 87,294 309,115
Depreciation charge for the year (371,179) (61,729) (432,908)
Effects of movement in exchange rates 1,125 - 1,125
T As at 31 December 2021 2,013,546 108,968 2,122,514
As at 1 January 2022 2,013,546 108,968 2,122,514
Additions to right-of-use assets 641,311 59,842 701,153
Depreciation charge for the year (416,879) (73,103) (489,982)
Disposal - (4,621) (4,621)
Effects of movement in exchange rates 16,187 - 16,187
As at 31 December 2022 2,254,165 91,086 2,345,251
Land and
buildings Total
€ €
As at 1 January 2021 460,542 460,542
Depreciation charge for the year (30,660) (30,660)
THE GOMRAN Y. mber 2021 429,882 429,882
Balance at 1 January 2022 429,882 429,882
Depreciation charge for the year (24,802) (24,802)
Balance at 31 December 2022 405,080 405,080
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9 Leases (Continued)
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9.1 The Group as a Lessee (Continued)

9.1.6  Group and Company Leases (Continued)

The following table presents the carrying amounts of the Group's and the Company's lease liabilities

and the movements during the period:

As at 1 January 2021

Additions

Accretion of interest

Payments

Effects of movement in exchange rates

T'_L\Fs gB@HBecem ber 2021

As at 1 January 2022

Additions

Disposal

Accretion of interest

Payments

Effects of movement in exchange rates

As at 31 December 2022

THE COMPANY

As at 1 January 2021
Accretion of interest
Payments

As at 31 December 2021

Balance at 1 January 2022
Accretion of interest
Payments

Balance at 31 December 2022

Current
Non-current

Land and
buildings Cars Total
€ € €
2,193,822 84,024 2,277,846
221,831 68,794 290,625
54,963 2,509 57,472
(387,945) (61,530) (449,475)
5,462 - 5,462
2,088,133 93,797 2,181,930
2,088,133 93,797 2,181,930
641,311 54,831 696,142
- (4,734) (4,734)
54,700 1,608 56,308
(458,608) (67,896) (526,504)
9,832 - 9,832
2,335,368 77,606 2,412,974
Land and
buildings Total
€ €
466,237 466,237
12,988 12,988
(28,413) (28,413)
450,812 450,812
450,812 450,812
12,540 12,540
(28,409) (28,409)
434,943 434,943
THE GROUP THE COMPANY
2022 2021 2022 2021
€ € € €
472,293 410,767 16,329 15,868
1,940,681 1,771,163 418,614 434,944
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9 Leases (Continued)

9.1 The Group as a Lessee (Continued)

9.1.6 Group and Company Leases (Continued)

The maturity analysis of lease liabilities is disclosed in Note 6.4.

The following are the amounts recognised in profit or loss for financial years ended 31 December:

THE GROUP THE COMPANY

2022 2021 2022 2021

€ € € €

Depreciation expense 489,982 432,908 24,802 30,660

Interest expense on lease liabilities 56,308 57,472 12,540 12,988
Expenses relating to short-term

leases 126,836 56,866 1,300 -

loss 673,126 547,246 38,642 43,648

The total cash outflow for leases amounted to €526,504 and €28,409 (2021: €449,475 and €28,413)
for the Group and the Company, respectively.

Total amount recognised in profit or
9.2 The Group as a Lessor

9.2.1 Operating Lease Arrangements

No variable lease payments exist as at 31 December 2022 and 2021 with respect to the leases held by
the Group and Company.

Operating leases, in which the Group is the lessor, relate to:

a) rental of a small number of POS terminals owned by the Group which are not of a specialised
nature with lease terms of less than three (3) years. During this lease term, the customers cannot
terminate the contract without paying a penalty for early termination; and

b) rental of POS terminals to taxi drivers in Berlin. The lease agreement with taxi drivers does not
have any specific lease term. The terminals are not of a specialised nature and taxi drivers may
choose to obtain POS terminals from other suppliers. In addition, the lessee may choose to
cancel the contract, providing three months’ notice without incurring penalties. The option to
extend or renew the contract is considered to be highly unlikely due to other available options
for taxi drivers. The lessee does not have an option to purchase the terminals at the expiry of
the lease period.

No residual value guarantees apply with respect to the leases held by the Group and the Company as at
31 December 2022 and 2021.
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9 Leases (Continued)

9.2 The Group as a Lessor (Continued)
9.2.1 Operating Lease Arrangements (Continued)

Maturity analysis of operating lease receipts:

2022 2021
€ €
Within 1 year 5,803 3,717
Between 1 and 2 years 1,452 1,109
Total 7,255 4,826
THE GROUP
The following table presents the amounts reported in profit or loss:
2022 2021
€ €
Lease income on operating leases 42,897 53,317
Depreciation for the year (6,976) (22,003)
Total 35,921 31,314
THE GROUP
9.2.2  Finance Lease Receivables
2022 2021
€ €
Balance on 1 January 154,142 130,514
THE @iRefpduring the year 159,789 68,764
Release of receivables during the year (105,454) (73,017)
Unwinding of interest 33,975 27,881
Balance at 31 December 242,452 154,142
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9 Leases (Continued)
9.2 The Group as a Lessor (Continued)

9.2.2 Finance Lease Receivables (Continued)

2022 2021
€ €
Amounts receivable under finance leases:
Within 1 year 120,469 82,735
Between 1and 2 years 94,365 65,907
Between 2 and 3 years 65,140 50,626
Between 3 and 4 years 26,716 45,312
4 401 -
TAEERBgR ¢ oo 0
Undiscounted lease payments 307,091 244,580
Less unearned finance income (64,639) (90,438)
Present value of lease payments receivable 242,452 154,142
Impairment loss allowance - -
Net investment in the lease 242,452 154,142
Undiscounted lease payments analysed as:
Recoverable within 12 months 120,469 82,735
Recoverable after 12 months 186,622 161,845
307,091 244,580
Net investment in the lease analysed as:
Recoverable within 12 months 83,619 56,440
Recoverable after 12 months 158,833 97,702
242,452 154,142

During the years ended 31 December 2022 and 2021, the Group entered into finance leasing
arrangements with customers as a lessor, through the rental of POS terminals owned by the Group. The
duration of the rental contracts differs from one customer to another, however the average term of the
finance lease entered into is four (4) years. During this rental period, the customer cannot terminate the
contract without incurring a penalty for early termination. Ownership of the terminal is not transferred to
the customer at the end of the contract term.
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9 Leases (Continued)
9.2 The Group as a Lessor (Continued)

9.2.2 Finance Lease Receivables (Continued)

The Group determined that for those contracts having a remaining life of three (3) years or more, and
therefore equal or longer than 75% of the economic life of the terminals, the lessor has a finance lease,
even though the title is not transferred.

The Group is not exposed to foreign currency risk as a result of the lease arrangements, as all leases are
denominated in Euro.

Residual value risk on terminals under lease is not significant, because of the existence of a secondary
market with respect to the asset.

The following table presents the amounts included in profit or loss:

2022 2021
€ €
Finance income on the net investment in
finance leases 33,975 27,881

T%?%QOL&%’S finance lease arrangements do not include variable payments.
The average effective interest rate contracted approximates 20 per cent (2021: 24%) per annum.

None of the finance lease receivables at the end of the reporting period are past due, and taking into
account the historical default experience and the future prospects of the industries in which the lessees
operate, the Management of the Group consider that no finance lease receivable is impaired.

9.3 The Company as a Lessor

For the years ended 31 December 2022 and 2021, the Company did not enter into any lease agreements
for which the Company was a lessor.
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10 Intangible Assets and Goodwill

10.1 The Group

Balance at 1 January 2021

Additions

Effects of movement in
exchange rates

Balance at 31 December
2021

Cost

Balance at 1 January 2022
Additions

Reclassifications

Effects of movement in
exchange rates

Balance at 31 December
2022

Balance at 1 January 2021
Charge for the year
Impairment during the year

Amortisation

2021

BaR#lgace st Déariape022
Charge for the year
Reclassifications

Balance at 31 December
2022

At 1 January 2021
Carrying amounts
At 31 December 2021

At 31 December 2022
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Internally Customer and

generated Other other related

computer Software computer contractual
Goodwill software rights software relationship Total
€ € € € € €
1,869,720 21,156,390 3,000,000 816,893 594,309 27,437,312
- 3,262,293 11,900 72,000 - 3,346,193
50,646 581,328 - 55,996 - 687,970
1,920,366 25,000,011 3,011,900 944,889 594,309 31,471,475
1,920,366 25,000,011 3,011,900 944,889 594,309 31,471,475
- 2,740,348 150,000 - - 2,890,348
- - 727,088 (40,097) - 686,997
40,694 360,388 67,597 - - 468,679
1,961,060 28,100,747 3,956,585 904,798 594,309 35,517,499
- 12,733,598 1,825,000 1,621 49,526 14,609,745
- 840,661 200,000 12,405 49,529 1,102,595
- - 17,055 - - 17,055
- 13,574,259 2,042,055 14,026 99,055 15,729,395
- 13,574,259 2,042,055 14,026 99,055 15,729,395
- 635,462 199,928 45,264 49,524 930,178
- - - 45,800 - 45,800
- 14,209,721 2,241,983 105,090 148,579 16,705,373
1,869,720 8,422,792 1,175,000 815,272 544,783 12,827,567
1,920,366 11,425,752 969,845 930,863 495,254 15,742,080
1,961,060 13,891,026 1,714,602 799,708 445,730 18,812,126
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10 Intangible Assets and Goodwill (Continued)
10.2 The Company
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Internally
generated
computer Software
software rights Total
€ € €
Balance at 1 January 2021 18,920,578 3,000,000 21,920,578
Additions 2,783,666 - 2,783,666
Balance at 31 December 2021 21,704,244 3,000,000 24,704,244
Balance at 1 January 2022 21,704,244 3,000,000 24,704,244
Additions 3,504,078 - 3,504,078
Cost
Balance at 31 December 2022 25,208,322 3,000,000 28,208,322
Balance at 1 January 2021 12,723,081 1,825,000 14,548,081
Amortisation for the year 843,599 200,000 1,043,599
Impairment during the year - 17,055 17,055
Balance at 31 December 2021 13,566,680 2,042,055 15,608,735
Amortisation

Balance at 1 January 2022 13,566,680 2,042,055 15,608,735
Amortisation for the year 718,016 191,588 909,604
Balance at 31 December 2022 14,284,696 2,233,643 16,518,339
At 1 January 2021 6,197,497 1,175,000 7,372,497
At 31 December 2021 8,137,564 957,945 9,095,509

10,923,626 766,357 11,689,983

cath ParRmg 2022

10.3 Amortisation

The amortisation of internally generated computer software, customer and other related contractual
relationship and software rights is included in cost of sales, whereas amortisation of other computer
software is included in administrative expenses.
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10 Intangible Assets and Goodwill (Continued)

10.4 Internally Generated Computer Software

The internally generated computer software, which is continually under development, is recognised
annually and the relative amortisation is charged annually in line with the accounting policy in Note 4.6.7.
RS2 Software INC. has not begun amortising their internally generated computer software as yet since
its ISO business has not gone live yet. The remaining amortisation period ranges depending on when
the assets are available for use, and does not exceed 15 years being the total amortisation period.

10.5 Software Rights

Software rights comprise of BankWORKS® reacquired software rights. The BankWORKS® software rights
were re-acquired by the Company through two separate transactions in 2009 and 2011 and the carrying
amount as at 31 December 2022 amounted to €1,714,602 (2021: €969,845).

In 2011 the Company re-acquired BankWORKS® software rights from a customer situated in the
Scandinavian region. The relative amortisation is charged annually in line with the accounting policy in
Note 4.6.7. The remaining amortisation period for the software rights amounts to 4 years (2021: 5 years).

In 2009, upon the business combination of RS2 Software INC., the Group reacquired the BankWORKS®
software rights previously granted. During 2022 the Group reclassified such rights to software rights
from other computer software. No relative amortisation has currently been charged in line with the
accounting policy in Note 4.6.7.

10.6 Other Computer Software

At 31 December 2022, other computer software with a carrying amount of €799,708 (2021: €930,863)
comprise of bank identification number sponsorship costs relating to RS2 Financial Services GmbH and
licenses acquired.

During 2022, the Group modified the classification of a reacquired right from other computer software
to software rights (see Note 10.5). Furthermore, the Group modified the classification of the classification
processing licenses acquired in 2021 from Property Plant and Equipment to Other Computer Software.

The relative amortisation is charged annually in line with the accounting policy in Note 4.6.7. The
remaining amortisation period ranges depending on when the assets are available for use, and does not
exceed 15 years being the total amortisation period.

10.7 Customer and Other Related Contractual Relationship

Upon acquisition of Kalicom Zahlungssysteme GmbH on 1 January 2020, the Group also acquired an
existing customer base and other contractual relationship. The relative amortisation is charged annually
in line with the accounting policy in Note 4.6.7. The remaining amortisation period for the customer and
other related contractual relationship amounts to 9 years (2021: 10 years).
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10 Intangible Assets and Goodwill (Continued)

10.8 Impairment Testing for Cash-Generating Unit Containing Goodwill
(RS2 Software INC.)

Goodwill primarily arose from the acquisition of 26% of the issued share capital of RS2 Software LLC
(formerly Transworks LLC) in 2009. During 2014, the Company acquired a further 38.2% shareholding in
RS2 Software LLC for $500,000. In 2018, RS2 Software LLC was merged into a newly formed company,
RS2 Software INC., in which the Company held the same percentage holding that it held in RS2 Software
LLC. For the purposes of impairment testing of goodwill arising on the acquisition of RS2 Software LLC
(now merged into RS2 Software INC.), the recoverable amount of the related CGU containing goodwill
was based on its value-in-use and was determined by discounting the projected future cash flows to be
generated from RS2 Software INC. As at the end of 31 December 2022, the total shareholding stood at
72.57% (2021: 56.47%). Management prepared forecasts of net cash flows for the five-year period 2023
- 2027 (2021: 2022 - 2026) and applied growth rates for subsequent years.

10.8.1 Past Performance and Outlook

North America presents the largest market in the growing global payment industry. Electronic payment
growth continues to benefit from secular trends. Mega-mergers in the card processing market have
created a void of providers to serve ISOs, ISVs and PayFacs. Legacy players have blurred the value chain
and operate patchworks of legacy platforms cobbled together through acquisitions and technology-
oriented new entrants still focus on niche markets but creating massive shareholder value. RS2 Software
INC. has adapted and certified RS2 Software p.l.c.’s proven BankWORKS® payment processing platform
for the North American Market, activated its first BIN sponsorship and hired a core team.

RS2 Software INC. offers a global, complete and modern cloud-based processing platform
(issue/settle/acquire) for any form of payment (including crypto-currency), with rich functionality and
APl enablement. RS2 Software INC. is positioned as a leading service provider in the United States that
enables innovators to create their own payment ecosystem. Focus is on filling the void created by mega-
mergers: target customers are technical ISOs, ISVs, PayFacs and technology companies with merchant
base. The core global platform is enabled for online and offline processing and the company has an
ambitious product roadmap for the years to come.

10.8.2 Assumptions
There are a number of assumptions and estimates involved in calculating the present value of future
cash flows from the Group’s businesses, including Management’s expectations of:
* growth in forecast net cash flows, calculated as adjusted operating profit or loss before
depreciation and amortisation;
e timing and quantum of future capital expenditure;
* uncertainty of future technological developments;
* long-term growth rates; and

e discount rates to reflect the risks involved.
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10 Intangible Assets and Goodwill (Continued)

10.8 Impairment Testing for Cash-Generating Unit Containing Goodwill
(RS2 Software INC.) (Continued)

10.8.2 Assumptions (Continued)

In order to estimate the Enterprise Value of the subsidiary, which was used by Management for the
purposes of impairment testing of goodwill arising on the acquisition of RS2 Software LLC (now merged
into RS2 Software INC.) as well as impairment testing of the Company’s investment in the US subsidiary,
an income approach valuation methodology has been considered.

The key assumptions used in the calculation of the value-in-use of RS2 Software INC. are the forecasted
net cash flows and the discount rate, used in a risk-adjusted cash flow forecast.

The cash flow projections used to calculate value-in-use consider the forecast net cash flows for five
years and a terminal growth rate of 2.48% (2021: 1.86%). These projections comprise cash flow
movements based on:

* revenue expected to be generated over the following five years, with growth being projected on
the forecasted sales volumes and charges. Such revenue forecasts comprise the revenue
potential of current leads and ongoing negotiations with prospective clients, as well as revenue
expected from new targets.

* expenses expected to be incurred to generate forecasted revenues. Such expenses mainly
encompass wages and salaries for staff engaged in management, operations, sales and
administration; operating costs including hosting and software related; consultancy fees,
travelling and other ancillary expenses.

For 2022 and 2021, the projection risk of 6.0% as well as a small company risk premium of 3.5% were
reflected in the forecasted net cash (outflows)/inflows.

Discount rate*:

2022 2021
-tax 17.8% 15.2%
-tax 21.6% 18.4%

Post
* The discount rate is a measure based on the US risk-free rate, industry specific risk rate and the
Rsstimated projection risk rate of the business initiative. The discount rate reflects the current market
assessments of the time value of money and Management's assessment of the risks specific to the
projected cash flows.
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10 Intangible Assets and Goodwill (Continued)

10.8 Impairment Testing for Cash-Generating Unit Containing Goodwill
(RS2 Software INC.) (Continued)

10.8.3 Terminal Growth Rate

Cash flows beyond 2027 have been extrapolated using a terminal growth rate of 2.48% (2021: 1.86%).
The terminal growth rate was determined based on Management's estimate of the long-term
compounded annual cash flow growth rate, consistent with the assumption that a market participant
would make.

10.8.4 Assessment

At Company level, the recoverable amount of RS2 Software INC. was determined to be higher than its
carrying amount. The carrying amount comprises the cost of the investment in shares and advances to
RS2 Software INC. at 31 December 2022 which stood at €11.7m (2021: €10.9m).

At Group level, the carrying amount of the CGU, which includes internally generated as well as other
computer software in relation to RS2 Software INC., amounts to €5.9m (2021: €7.7m), of which goodwill
amounts to €0.7m (2021: €0.7m).

In line with the outcome of such assessments, Management is of the opinion that the investment in RS2
Software INC., both from a Company and a Group perspective, is not impaired.

10.9 Impairment Testing for Cash-Generating Unit Containing Goodwill
(RS2 Zahlungssysteme GmbH)

During the period ending on 31 December 2020, goodwill arose from the acquisition of 100% of the
issued share capital of Kalicom Zahlungssysteme GmbH (renamed to RS2 Zahlungssysteme GmbH) by
RS2 Group (RS2 Holding Europe GmbH). For the purposes of impairment testing of goodwill arising on
this acquisition, the recoverable amount of the related CGU containing goodwill was based on its value-
in-use and was determined by discounting the projected future cash flows to be generated from RS2
Zahlungssysteme GmbH. For this purpose, Management prepared forecasts of net cash flows for the
five-year period 2023 - 2027 (2021: 2022 - 2026) and applied growth rates for subsequent years.

10.9.1 Background and Outlook

RS2 Zahlungssysteme GmbH is an ISO and payment provider business for SMEs and selected key
account merchants across Germany. The services provided by RS2 Zahlungssysteme GmbH include
network service provider, giro card (an interbank network and debit card service virtually connecting all
German ATMs and banks) and credit card acceptance, terminals, terminal management, technical
maintenance and a wide range of value added services. The acquisition is a starting point for RS2"s
direct merchant business with more than 4,000 terminals and over 1,800 merchants under management.
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Intangible Assets and Goodwill (Continued)

Impairment Testing for Cash-Generating Unit Containing Goodwill
(RS2 Zahlungssysteme GmbH) (Continued)

10.9.2 Assumptions

There are a number of assumptions and estimates involved in calculating the present value of future
cash flows from the Group’s businesses, including Management’s expectations of:

growth in forecast net cash flows, calculated as adjusted operating profit or loss before
depreciation and amortisation;

timing and quantum of future capital expenditure;
uncertainty of future technological developments;
long-term growth rates; and

discount rates to reflect the risks involved.

The key assumptions used in the calculation of the value-in-use of RS2 Zahlungssysteme GmbH, are the
forecasted net cash flows and the discount rate, used in a risk-adjusted cash flow forecast.

The cash flow projections used to calculate value-in-use consider the forecast net cash flows for five
years and a terminal growth rate of 1.34% (2021: 1.06%). These projections comprise cash flow
movements based on:

revenue expected to be generated over the following five years, with growth being projected on
the forecasted sales volumes and charges. Such revenue forecasts comprise the revenue
potential of current leads and ongoing negotiations with prospective clients, as well as revenue
expected from new targets.

expenses expected to be incurred to generate forecasted revenues. Such expenses mainly

encompass wages and salaries for staff engaged in operations; operating costs; and other
ancillary expenses.

For both 2022 and 2021, the projection risk of 4% as well as a small company risk premium of 2% were
reflected in the forecasted net cash (outflows)/inflows.

Discount rate*:

2022 2021
-tax 12.6% 10.5%
Post -tax 16.3% 13.7%

P*reThe discount rate is a measure based on the German risk-free rate, industry specific risk rate, the
estimated projection risk rate of the business initiative as well as a small company risk premium. The
discount rate reflects the current market assessments of the time value of money and Management's
assessment of the risks specific to the projected cash flows.
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10 Intangible Assets and Goodwill (Continued)

10.9 Impairment Testing for Cash-Generating Unit Containing Goodwill (RS2 Zahlungssysteme
GmbH) (Continued)

10.9.3 Terminal Growth Rate

Cash flows beyond 2027 have been extrapolated using a terminal growth rate of 1.34% (2021: 1.06%).
The terminal growth rate was determined based on Management's estimate of the long-term
compounded annual cash flow growth rate, consistent with the assumption that a market participant
would make.

10.9.4 Assessment

At Group level, the carrying amount of the CGU, which includes customer and other related
contractual relationship in relation to RS2 Zahlungssysteme GmbH, amounts to €1.7m (2021:
€2.0m), of which goodwill amounts to €1.3m (2021: €1.3m). In line with the outcome of such an
assessment, Management is of the opinion that this CGU is not impaired.

11 Investments in Subsidiaries

11.1 Movement Schedule of Investments in Subsidiaries

THE COMPANY
2022 2021
€ €
Balance at 1 January 17,942,984 16,306,108
Contribution to subsidiaries 1,771,191 1,636,876
19,714,175 17,942,984

Baldn2e at Sontrdeutiauns to Subsidiaries

Contributions to subsidiaries are unsecured, interest free and represent capital contributions.
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11.3

RS2 Smart
Processing Limited

RS2 Software INC.

RS2 Software LAC
LTDA

RS2 Software APAC
Inc.

RS2 Germany GmbH

RS2 Merchant
Services
Europe GmbH
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Ownership interest

Further Details About RS2 Software P.L.C."s Investment in Subsidiaries

Registered office fully paid-up Nature of business
2022 2021
% %
RS2 Buildings, Transaction
Fort Road, processing services
Mosta MST1859, with the use of
Malta 99.92 99.92 BankWORKS®
Twelfth floor,
Suite No. 1285, Transaction
South Ulster, Denver, processing services
Colorado with the use of
USA 72.57 56.47 BankWORKS®
Provision of support
Rua Manoel de Nobrega and other related
Municipio de S&o Paulo services to the
Estado de S&o Paulo Company and
Brazil 99.00 99.00 its clients
Unit 1501 AccraLaw Tower
2nd Avenue Corner 30th
Street Provision of
Bonifacio Global City support and
Barangay Fort Bonifacio other related
Taguig City 1634, Metro services to the
Manila Company and
Philippines 99.99 99.99 its clients
Provision of support
Martin-Behaim-StraBe 15A and other related
63263 Neu-lsenburg services to the
Germany 100.00  100.00 Company
Martin-Behaim-Straf3e 15A
63263 Neu-Isenburg
Germany 100.00 100.00 Holding company
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11 Investments in Subsidiaries (Continued)

11.3 Further Details About RS2 Software P.L.C.’s Investment in Subsidiaries (Continued)

In addition, RS2 Merchant Services Europe GmbH owns the following subsidiaries:

Ownership interest

Registered office fully paid-up Nature of business
2022 2021
% %

Martin-Behaim-StraBe 15A
63263 Neu-lsenburg
Germany 100.00 100.00 Merchant Solutions

Martin-Behaim-StraBe 15A
63263 Neu-Isenburg
Germany 100.00 100.00  Merchant Solutions

RS2 Financial
Services GmbH

81%'4 Investment in RS2 Software INC.
R

Z@muhysiystePd®9, the Company acquired control of RS2 Software LLC, a transaction processing

chl‘“tpﬁbany in the United States of America, by acquiring 26% of the shares and voting interests in the
company. On 24 September 2014, the Company acquired a further 38.2% shareholding in RS2 Software
LLC. On 16 February 2018, a new company, RS2 Software INC. was incorporated and the Company held
64.2% shareholding in it. The newly formed corporation merged with RS2 Software LLC on 28 March
2018, with the former company being the remaining company. As further disclosed in Note 14.1, during
the year ended 31 December 2022, the Company’s investment in RS2 Software INC. increased to 72.57 %
following the repayment of an outstanding loan with its parent company.

As further detailed in Note 29.3, in February 2018, the Group recruited a new CEO for its North American
business. This executive was granted 12,500 new shares in RS2 Software INC., with certain vesting
conditions and restrictions. Furthermore, in March 2019, the Group granted 5,626 share options to its
management, with certain vesting conditions and restrictions. These arrangements are accounted for as
cash-settled and accordingly a corresponding liability is recognised in the Group financial statements.
During the period in which such individuals will hold the shares, the Group’s effective voting rights will
be reduced accordingly. The carrying amount is tested for impairment as disclosed in Note 10.8.4.

As at 31 December 2022 issued ordinary share capital in RS2 Software INC. amounted to €1,398,576
(2021: €1,398,576). Loss for the year amounts to €137,477 (2021: profit of €773,577) and the
accumulated losses total €4,554,090 (2021: €4,265,379). The translation reserve of RS2 Software INC.
comprises all foreign currency differences arising from the translation of the financial statements of
foreign operations. This reserve is non-distributable and amounts to a negative €439,968 (2021:
€234,020).
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11 Investments in Subsidiaries (Continued)

11.5 Investment in RS2 Smart Processing Limited

On 29 May 2012, the Company subscribed to and was allotted 1,200 shares in RS2 Smart Processing
Limited, a company registered in Malta, representing 99.92% of the share capital of this subsidiary.
During 2015, RS2 Smart Processing Limited increased its authorised share capital to 1,500,000 ordinary
shares at a nominal value of €1.00 each. The increase in share capital was fully subscribed to by the
existing shareholders as at 31 December 2014 in a proportionate manner.

At Company level, the recoverable amount of RS2 Smart Processing Limited was determined to be higher
than its carrying amount. The carrying amount comprises the cost of the investment in shares and
advances to RS2 Smart Processing Limited at 31 December 2022 which stood at €1.8m (2021: €2.2m).
The key assumptions used in the calculation of the value-in-use of RS2 Smart Processing Limited are
the forecasted net cash flows and the discount rate and any major fluctuations in these unobservable
inputs may significantly impact the estimated recoverable amount and consequently, any excess of such
amount over the carrying amount.

As at 31 December 2022 issued ordinary share capital in RS2 Smart Processing Limited amounted to
€1,500,000 (2021: €1,500,000). Profit for the year amounted to €2,574,355 (2021: €934,336) and the
accumulated gains amounted to €1,845,422 (2021: losses of €728,933). Other reserves relates to post-
employment benefits to key management personnel amounting to €97,354 (2021: €22,978).

11.6 Investment in RS2 Software LAC LTDA

On 16 September 2015, the Company subscribed to and was allotted 3,465 shares in RS2 Software LAC
LTDA, a company registered in Brazil, representing 99.00% of the share capital of this subsidiary.

As at 31 December 2022 issued ordinary share capital in RS2 Software LAC LTDA amounted to €789
(2021: €789). Profit for the year amounts to €6,830 (2021: loss of €2,189) and accumulated losses
amounted to €29,412 (2021: €36,242). The translation reserve of RS2 Software LAC LTDA comprises all
foreign currency differences arising from the translation of the financial statements of foreign operations.
This reserve is non-distributable and amounts to €12,376 (2021: €15,047).

11.7 Investment in RS2 Software APAC Inc.

On 4 April 2016, the Company subscribed to and was allotted 55,745 shares of PhP100 each in RS2
Software APAC Inc., a company registered in the Philippines, representing 99.99% of the share capital
of this subsidiary.

As at 31 December 2022 issued ordinary share capital in RS2 Software APAC Inc. amounted to €112,105
(2021: €112,105). Profit for the year amounts to €494,498 (2021: €958,957) and the retained earnings
reserve totals €1,986,342 (2021: €1,506,508). The translation reserve of RS2 Software APAC Inc.
comprises all foreign currency differences arising from the translation of the financial statements of
foreign operations. This reserve is non-distributable and amounts to a negative €99,319 (2021: €41,886).
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11 Investments in Subsidiaries (Continued)

11.7 Investment in RS2 Software APAC Inc. (Continued)

At Company level, the recoverable amount of RS2 Software APAC Inc. was determined to be higher than
its carrying amount. The carrying amount comprises the cost of the investment in shares and advances
to RS2 Software APAC Inc. at 31 December 2022 which stood at €1.1m (2021: €1.1m). The key
assumptions used in the calculation of the value-in-use of RS2 Software APAC Inc. are the forecasted
net cash flows and the discount rate. Any major fluctuations in these unobservable inputs may
significantly impact the estimated recoverable amount and consequently, any excess of such amount
over the carrying amount.

11.8 Investment in RS2 Germany GmbH

On 2 February 2018, the Company subscribed to and was allotted 1 share equivalent to €25,000 in RS2
Germany GmbH, a company registered in Germany, representing 100.00% of the share capital of this
subsidiary.

As at 31 December 2022 issued ordinary share capital in RS2 Germany GmbH amounted to €25,000
(2021: €25,000). Profit for the year amounts to €40,858 (2021: loss of €1,642) and the retained earnings
reserve totals €667,407 (2021: €626,549).

At Company level, the recoverable amount of RS2 Germany GmbH was determined to be higher than its
carrying amount. The carrying amount comprises the cost of the investment in shares and advances to
RS2 Germany GmbH at 31 December 2022 which stood at €0.7m (2021: €0.7m). The key assumptions
used in the calculation of the value-in-use of RS2 Germany GmbH are the forecasted net cash flows and
the discount rate and any major fluctuations in these unobservable inputs may significantly impact the
estimated recoverable amount and consequently, any excess of such amount over the carrying amount.

11.9 Investment in RS2 Merchant Services Europe GmbH

On 1 November 2019, the Company subscribed to and was allotted 25,000 shares equivalent to €25,000
in RS2 Merchant Services Europe GmbH a company registered in Germany, representing 100.00% of the
share capital of this subsidiary.

As at 31 December 2022, issued ordinary share capital in RS2 Merchant Services Europe GmbH
amounted to €25,000 (2021: €25,000). The loss for the year amounts to €1,243,476 (2021: €1,029,134)
and the accumulated losses total €3,301,885 (2021: €2,058,409). Other reserves amount to €4,400,000
(2021: €2,850,000).

At Company level, the recoverable amount of RS2 Merchant Services Europe GmbH was determined to
be higher than its carrying amount. The carrying amount comprises the cost of the investment in shares
and advances to RS2 Merchant Services Europe GmbH at 31 December 2022 which stood at €4.4m
(2021: €2.9m). The key assumptions used in the calculation of the value-in-use of RS2 Merchant
Services Europe GmbH are the forecasted net cash flows and the discount rate and any major
fluctuations in these unobservable inputs may significantly impact the estimated recoverable amount
and consequently, any excess of such amount over the carrying amount.
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11 Investments in Subsidiaries (Continued)

11.10 Restrictions on Assets and Liabilities

Other than as disclosed, there are no significant restrictions on the ability to access or use assets, and
settle liabilities of the Group.

11.11 Non-Controlling Interests

As at 31 December 2022, RS2 Software p.l.c.’s investment in RS2 Software INC. stood at 72.57% (2021:
56.47%), whilst the NCI's percentage shareholding stood at 27.43% (2021: 43.53%). On the other hand,
RS2 Software p.l.c.’s investment in RS2 Software LAC LTDA stood at 99.00% (2021: 99.00%), whilst the
NClI's percentage shareholding stood at 1.00% (2021: 1.00%).

2022 2021
NCI percentage 27.43% 43.53%
€ €
Non-current assets 11,128,972 8,982,568
Current assets 3,564,307 8,545,143
Non-current liabilities - (1,407,823)
Ré%uggmvléargmg (18,288,761) (19,220,712)
(3,595,482) (3,100,824)
Net liabilities
Net liabilities attributable to NCI (986,241 (3,724’“9@4)9,789) (4,792,747)
Adjustments: o
Share of capital contribution due to the Company (263%347) (4,244,818)
Other adjustments (1071 801,498
Net assets attributable to other NCI 253 362
Net liabilities attributable to total NCI
(loss)/income (583,847) 773,577
Revenue 14685238 16322064
(Loss)Profit (137477) 73577
Other comprehensigss (446,370 -
ol SITBREFESRHKRtable to total NCI (185,583) 336,716
Loss)lhcome attributable to NCI (467758 336-738
rofit/os$ attributable to other NCI 2,17% (22)
(
Other comprehensive Iaﬁsibtﬁ}a%igl{@m&lto total NCl (154,667 (154'9@@4171) (484,187)
Other comprehensive lessibutable to other NCI (2 WieJ)
Other comprehensive loss
Cash flows from operating activities (947383 1,646,126
Caghiflolendsoto MC&stitg activities (2,05973 (70/8398,253) 98,489
Cash flows from financing activities
(3,077,955) (33,638)

Net movement in cash and cash equivalents
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12 Non-Current Asset Classified as Held-For-Sale

This asset comprised an investment in a company incorporated in the US which engages in the provision
of end-to-end electronic payment platforms. Under IFRS 9, this investment was classified as an equity
instrument designated at FVTOCI upon initial recognition, but was subsequently reclassified to Non-
Current Asset classified as Held-for-Sale at 31 December 2020.

In November 2020, Management were informed that investment holders in the aforementioned company
were given an option to sell part or all of their holdings based on a specific valuation price. As
Management deemed this sale price to be reasonable, it expressed interest in disposing of the full
investment held, due to the fact that this is deemed to no longer be in line with RS2 Group’s strategy. In
this respect, the equity value as at end of December 2020 was reclassified from Other Investment to
Non-Current Asset classified as Held-for-Sale and the book value was adjusted to match the offered
selling price of €296,205 (being the fair value at date of disposal), with the gain in fair value of investment
in equity instruments being taken to other comprehensive income. This sale was concluded successfully
during 2021 and this asset was subsequently derecognised in the books of the Company. No significant
gains or losses were recorded upon disposal of this investment in 2021 when compared to the carrying
amount as at 31 December 2020. As further disclosed in Note 23.1, dividends received from this
investment in 2022, in relation to 2021, amounted to €11,468 (2021: €10,230).

13 Inventories
THE GROUP
2022 2021
€ €
Current
—terminals at cost 245,813 81,244

Inventories recognised as an expense during the year ended 31 December 2022 amounted to €187,080
(2021: €54,026). These were included in cost of sales.

Finighedd@eds of inventories to net realisable value amounted to €10,850 (2021: €3,608).

None of these inventories have been pledged as security for liabilities (2021: none).
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14 Trade and Other Receivables
THE GROUP THE COMPANY
2022 2021 2022 2021
€ € € €
Current
Trade receivables 5117,198 5,210,591 596,518 1,315,537

Amounts owed by subsidiaries -

20,158,085 15,303,578
Amounts owed by other related

parties 745,498 686,846 745,498 686,846
Other receivables 492,520 168,466 4,738 2,806

6,355,216 6,065,903 21,504,839 17,308,767

Transactions with related parties are set out in Note 31 to these financial statements.

Trade receivables for the Group and the Company are shown net of impairment losses recognised during
the year as disclosed in Note 23.4.

Information about the Group’s and the Company’s exposure to credit and market risks for trade
receivables is included in Note 6.

14.1 Loans Receivable

THE GROUP THE COMPANY
2022 2021 2022 2021
€ € € €
Non-current
Loans receivable from group companies - - 2,110,148 2,107,484
Current
Loans receivable from parent company - 944103 - 944,103
Amounts owed by group companies - - 22,205 225
Amounts owed by other related parties 195,862 1,462 462 1,462
195,862 945,565 22,667 945,790

Amounts due by parent company were unsecured and bore interest at the rate of 3% per annum. During
the year ended 31 December 2022, the parent company settled the balance by way of a sale of shares
which it held in a subsidiary company.

Amounts due by RS2 Software LAC LTDA of €60,148 as at 31 December 2022 (2021: €57,484) were
unsecured, repayable on demand and did not bear any interest.

Amount due by RS2 Financial Services GmbH of €50,000 as at 31 December 2022 (2021: €50,000) was

unsecured and bear interest of 2.7% per annum over the 3-month Euribor. Such amount is repayable by
2025.

Amount due by RS2 Zahlungssysteme GmbH of €2.0m (2021: €2.0m) was unsecured and bears interest
of 2.7% per annum over the 3-month Euribor. Such amount is repayable by 2024.
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14 Trade and Other Receivables (Continued)

14.1 Loans Receivable (Continued)

Amounts owed by other related parties were unsecured and bears interest of 2.7% per annum. Such
amount is repayable by 2023. Subsequent to year end, the Group entered into an agreement with the
other related party, whereas the amount owed shall be offset through the purchase of assets by the
Group from the other related party of assets.

Transactions with related parties are set out in Note 31 to these financial statements. The Group’s and
the Company’s exposure to credit and market risks for loans receivable are disclosed in Note 6.

15 Accrued Income and Contract Costs
THE GROUP THE COMPANY
€ € € €
Current
Contract assets owed by third parties 2,046,920 3,468,459 352,711 760,770
Contract assets owed by other related
parties 83,095 308,079 83,095 308,079
2022 2130018 3,77@GZ3 435806 6,148,870
Contract assets owed by subsidiary - THE GROUP - 5,08G,RZ1COMPANY
2022 2021 2022 2021
€ € € €
Category of activity
License fees excluding customisation 216,663 268,297 216,663 268,297
Service fees, transaction processing and
customisation 1,864,848 3,500,070 213,835 5,190,007
Maintenance fees 33,733 7,615 - 273,600
Re-imbursement of expenses - 556 - 120
Other recharges 14,771 - 5,308 416,846
2,130,015 3,776,538 435,806 6,148,870
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15 Accrued Income and Contract Costs (Continued)

Significant changes in the contract assets balances during the period are as follows:

THE GROUP THE COMPANY
2022 2021 2022 2021
€ € € €
Balance at 1 January 3,776,538 2,331,450 6,148,870 9,505,302
Increases as a result of further
progress 1,097,385 3,394,931 127,722 5,190,279
Release of opening contract
assets to revenue (1,819,543) (5,913,8 (8,511,643)
Other movements (6,432 4,776 61,427 (17,892)
Movement on expected credit
losses on contract assets 119, (135,076) 11,634 (17,176)

2,130,015 3,776,538 435,806 6,148,870

2 7 47
Transactions with related parties(ar'esssg‘t g)?t)in Note 31 to these fingncial statements.

In relation to implementation and custopgjgation which is followed by transaction processing services,
he foIIovxéin apgli%s: (a) where the fee is treated as an advance payment for future goods or services
Balance at 1?)ec mber ) .
and is therefore recognised as revenue when those future goods or services are provided, the related
costs are amortised on a straight-line basis over the period that the related future service is expected
to be transferred to the customer; and (b) where the fee relates to a distinct performance obligation and
that activity results in the transfer of a promised good or service to the customer, the related revenue
and costs are recognised over the customisation period.

16 Cash and Cash Equivalents
THE GROUP THE COMPANY

2022 2021 2022 2021
€ € € €
Cash at bank 3,491,226 8,214,173 184,404 1,258,534
Cash in hand 2,884 3,725 1,705 2,138
Bank overdraft (563) (42) (563) (42)
3,493,547 8,217,856 185,546 1,260,630

Bank overdraft relates to a bank overdraft facility from APS Bank p.l.c., as detailed in Note 18.

As at 31 December 2022, an amount of €65,299 relates to restricted cash held at bank by RS2 Financial
Services GmbH (2021: €nil). These represent amounts deposited at bank on behalf of the subsidiary’s
customers.
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17 Capital and Reserves

17.1 Share Capital

GROUP AND COMPANY
2022 2021
€ €
Ordinary shares —issued and fully paid-up
727 (2021: 192,968,569)
€0.06 per share 13,025,383 11,578,114

Preference shares —issued and fully paid-up
29 shares (2021: 8,989,600)

€0.06 per share 606,800 539,376
ISSUED SHARE CAPITAL

217,089,

shAtgherised Share Capital
On 31 December 2021, the issued share capital of the Company consisted of €11,578,114 in ordinary

;?sﬁao’rés of €0.06 each and €539,376 in preference shares of €0.06 each. On 7 November 2022, the
Company issued 24,121,158 ordinary shares fully paid and 1,123,729 preference shares, by way of
capitalisation of reserves, in the proportion of 1:8 for the year ended 31 December 2022.

Shareholder Rights
Ordinary shares

Ordinary shareholders are entitled to two votes per share at the meetings of the Company and are
entitled to receive dividends as declared from time to time. All ordinary shares shall rank pari passu.

Preference shares

During the year ended 31 December 2021, the Company issued 8,989,600 preference shares with a
nominal value of €0.06 per share, at an offer price of €1.75. The shares are denominated in EUR. The
Preference Shares carry the right to participate in the Company’s profits in the form of non-cumulative
dividends at a premium of not less than 10% over the dividend distributed and payable to the holders of
Ordinary Shares.

The Preference Shareholders have the right to attend general meetings of the Company but, save for
specific circumstances as documented in the Company’s Memorandum and Articles of Association, do
not have the right to vote at any general meeting of the Company. In those cases, where Preference
Shareholders have the right to vote, such Preference Shareholders have one vote in respect of each
Preference Share whereas Ordinary Shareholders have two in respect of each Ordinary Share. The
Preference Shareholders carry the right to participate in any distribution of capital made whether on a
winding up or otherwise, pari passu with all other Ordinary Shares. The Preference Shares are not
redeemable or convertible into any other form of security.

Preference share capital is shown net of total share issuance costs of €491,610 (2021: €491,610) directly
attributable to the issue of the preference shares. Share issuance costs relate to expenditure associated
with issuing preference shares and include registration fees, legal fees and marketing expenses.
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17 Capital and Reserves (Continued)

17.1 Share Capital (Continued)
17.2 Share Premium
As at 31 December 2021, share premium reserve amounted to €15,193,501, of which:

* an amount of €15,192,424 represents the share premium on the subscription of 8,989,600
preference shares of a nominal value of €0.06 each at a share price €1.75 each

* an amount of €1,077 represents the balance of premium on issue of five million (5,000,000)
ordinary shares of a nominal value of €0.20 each at a share price of €0.80 each. This share
premium balance is net of transaction costs of €207,266 directly attributable to the issue of the
ordinary shares.

During the year ended 31 December 2022, the Company allotted 25,244,887 bonus shares (1 for every
8 held) at a nominal value of €0.06 each, amounting to €1,514,693 out of its share premium reserve,
resulting in a balance of €13,678,808 under the share premium reserve.

During 2012, the Company allotted 2,499,956 bonus shares (1 for every 15 held) at a nominal value of
€0.20 each, amounting to €499,991 out of its share premium reserve.

During 2013, the Company allotted 2,500,000 bonus shares (1 for every 16 held) at a nominal value of
€0.20 each, amounting to €500,000 out of its share premium reserve.

During the year ended 31 December 2014, the Company allotted 2,500,000 bonus shares (1 for every 17
held) at a nominal value of €0.20 each, amounting to €500,000 out of its share premium reserve.

During the year ended 31 December 2016, the Company allotted 5,000,000 bonus shares (1 for every 18
held) at a nominal value of €0.20 each, amounting to €500,000 out of its share premium reserve.

During the year ended 31 December 2017, the Company allotted 13,194,432 bonus shares (1 for every
12 held) approved by the AGM held on 20 June 2017 at a nominal value of €0.06 each, amounting to
€791,666 out of its share premium reserve.

17.3 Reserves
17.3.1 Translation Reserve

The translation reserve of the Group comprises all foreign currency differences arising from the
translation of the financial statements of foreign operations. This reserve is non-distributable.

17.3.2 Share Option Reserve

The share option reserve represents the fair value at grant date of the employees’ expense in respect of
equity-settled share-based payments based on the vesting period.

17.3.3 Other Reserve

The other reserve relates to share-based payments granted by the Company to its employees under its
employee share-based payment arrangement.
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17 Capital and Reserves (Continued)
17.2 Share Premium (Continued)
17.3.4 Fair Value Reserve

The fair value reserve represents the cumulative gains and losses arising on the revaluation of equity
investments at FVTOCI that have been recognised in other comprehensive income.

17.3.5 Employee Benefits Reserve

The employee benefits reserve includes non-competition post-employment benefits due to employees
holding senior management positions as further disclosed in Note 28 to these financial statements.

17.4 Retained Earnings

During the year ended 31 December 2019, the Company allotted 21,440,950 bonus shares (1 for every
8 held) approved by the AGM held on 18 June 2019 at a nominal value of €0.06 each, amounting to
€1,286,457 out of its retained earnings.

17.5 Availability of Reserves for Distribution

The non-distributable reserves include the Share premium reserve, Employee benefits reserve, Fair
value reserve, Translation Reserve, Other reserves and the Share option reserve.

18 Borrowings
GROUP AND COMPANY
2022 2021
€ €
-current liabilities
620,748 1,124,000
620,748 1,124,000
Non
Bank loan
511,291 497,900
At end of year 563 42
Current liabilities
Bank loan 511,854 497,942

Bank overdraft

At end of year
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The following table illustrates a reconciliation of opening and closing balances of borrowings for both

the Group and Company:

Opening balance

Interest charged on bank loan
Interest charged on overdraft
Other interest cﬂg%e%verd raft
Principal paid on bank loan
Interest paid on bank loan
Interest paid on overdraft
Other interest paid

Movement in

Closing balance

THE GROUP THE COMPANY

2022 2021 2022 2021

€ € € €
1,621,942 11,763,096 1,621,942 11,763,096
42,008 51,694 42,008 51,694
616 97,168 616 97,168

6 19,665 - -
(489,861)  (483,907) (489,861) (483,907)
(42,008) (51,694) (42,008) (51,694)
(616) (97,168) (616) (97,168)

(6) (19,665) - -
521 (9,657,247 521 (9,657,247)
1,132,602 1,621,942 1,132,602 1,621,942
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18 Borrowings (Continued)

Bank borrowings represent the balance on two banking facilities. The first facility is a loan which was
sanctioned to the Company on 19 December 2019 to finance the investment cost relating to the cost of
acquisition of a merchant acquiring company based in Germany, repayable over a period of 5 years and
subject to interest at the rate of 2.7% over the 3-month Euribor rate, floored at 0% per annum.

The second facility is an overdraft facility used for working capital requirements in connection with
routine business operations, repayable on demand at the Bank's discretion and is subject to interest at
the rate of 2.7% over the 3-month Euribor rate, floored at 0% per annum. During 2020, there was a
temporary increase of up to €6.5m on the second facility, which expired on 30 April 2021. The bank
overdraft balance was later settled in May 2021.

18.1 Collateral Hedged Against Bank Borrowings

All facilities are secured by first general hypothec over the Company's assets, first special hypothec and
special privileges over the land situated in Mosta with a carrying amount of €6,458,723 and a pledge on
a comprehensive insurance policy covering the hypothecated property.

18.2 Undrawn Overdraft Facilities
As at 31 December 2022, the Group had undrawn overdraft facilities of €10.0m (2021: €10.0m).
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Deferred tax assets and liabilities are attributable to the following:

Property, plant and
equipment
Intangible assets
Impairment loss on
receivables
Provision for
THEGREJP
fluctuations
Provision for legal
claims
Other provisions
Unabsorbed losses
Temporary
difference
on expected credit
losses under IFRS 9

difference
on revenues
previously
recorded
under IFRS 15
Temporary
Tediféerance
on leases under
IFRS 16
Temporary
difference
arising from other
liabilities

assets/(liabilities)
Set off of tax

Net tax liabilities
Tax

Assets Liabilities Balance
2022 2021 2022 2021 2022 2021
€ € € € € €
- - (92,551) (143,535) (92,5517) (143,535)
- 166,364 (3,201,999) (2,634,975) (3,201,999) (2,468,611)
5,489 126 - - 5,489 126
14,470 51,984 (5,333) - 9,137 51,984
40,315 45193 - - 40,315 45,193
- 97,438 - - - 97,438
- - (16,143) (24,804) (16,143) (24,804)
200,188 158,413 - - 200,188 158,413
188,545 188,545  (184,800) (292,600) 3,745 (104,055)
12,955 3N (25,519) (2,281) (12,564) (1,970)
25,532 2,281 - - 25,532 2,281
487,494 710,655 (3,526,345) (3,098,195) (3,038,851) (2,387,540)
(487,494) (710,655) 487,494 710,655 - -
- - (3,038,851) (2,387,540) (3,038,851) (2,387,540)
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19 Deferred Tax Assets and Liabilities (Continued)
Assets Liabilities Balance
2022 2021 2022 2021 2022 2021
€ € € € € €
Property, plant and
equipment - - (90,970) (95,399) (90,970) (95,399)
Intangible assets - - (2,497,657) (2,043,278) (2,497,657) (2,043,278)
exchange
fluctuations 7,620 47,391 - - 7,620 47,391
THECEOMPANYgal
claims 40,315 45193 - - 40,315 45193
Other provisions - 97,438 - - - 97,438
Temporary difference
on expected credit
losses under IFRS 9 107,846 61,396 - - 107,846 61,396
Préeigiporiaty difference
on revenues
previously recorded
under IFRS 15 188,545 188,545 - - 188,545 188,545
on leases under
IFRS 16 12,955 3N - - 12,955 3N
Tax assets/(liabilities) 357,281 440,274 (2,588,627) (2,138,677) (2,231,346) (1,698,403)
Set off of tax (357,281) (440,274) 357,281 440,274 - -

Temporary difference

The deferred tax liability includes the temporary differences between the written down value and the

Ndiebpppiivaile of the Graup’s and Compagsafsens, 403) (2231346

(1,698,403)

Deferred tax assets have not been recognised in respect of tax losses, until such time as more definitive
information becomes available that sufficient tax profit will be available against which the Group can use
the benefits therefrom. The unused tax losses on which no deferred tax asset is recognised at 31
December 2022 amounted to €3,010,683 (2021: €2,956,977).
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19 Deferred Tax Assets and Liabilities (Continued)

Movement in temporary differences during the year are as follows:

Recognised Recognised
Balance in profit Balance in profit Balance
1Jan 2021 or loss 31 Dec 2021 orloss 31Dec 2022
€ € € € €
Property, plant and
equipment (108,154) (35,381) (143,535) 50,984 (92,551)
Intangible assets (2,165,468) (303,143)  (2,468,611) (733,388) (3,201,999)
Impairment loss on
receivables 431,782 (431,656) 126 5,363 5,489
Provision for exchange
THEGRMIPNS 358,708 (306,724) 51,984 (42,847) 9,137
Provision for legal
claims - 45193 45193 (4,878) 40,315
Other provisions - 97,438 97,438 (97,438) -
Unabsorbed losses 342,505 (367,309) (24,804) 8,661 (16,143)
Temporary difference
on expected credit
losses under IFRS 9 (15,050) 173,463 158,413 41,775 200,188
Temporary difference
on revenues previously
recorded under IFRS 15 (104,055) - (104,055) 107,800 3,745
Temporary difference
on leases under IFRS 16 1,051 (3,021) (1,970) (10,594) (12,564)
Temporary difference
arising from other
liabilities 2,329 (48) 2,281 23,251 25,532
(1,256,352) (1,131,188)  (2,387,540) (651,311) (3,038,851)
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19 Deferred Tax Assets and Liabilities (Continued)
Recognised Recognised
Balance in profit Balance in profit Balance
1Jan 2021 or loss 31 Dec 2021 orloss  31Dec 2022
€ € € € €
Property, plant and
equipment (104,044) 8,645 (95,399) 4,429 (90,970)
Intangible assets (1,805,481) (237,797) (2,043,278) (454,379) (2,497,657)
Provision for exchange
fluctuations 345,141 (297,750) 47,391 (39,771) 7,620
Provision for legal
THE'@BMIPANY - 45193 45,193 (4,878) 40,315
Other provisions - 97,438 97,438 (97,438) -

Temporary difference

on expected credit

losses under IFRS 9 (15,050) 76,446 61,396 46,450 107,846
Temporary difference

on revenues

previously recorded

under IFRS 15 188,545 - 188,545 - 188,545
Temporary difference

on leases under

IFRS 16 3,379 (3,068) 3N 12,644 12,955

(1,387,510) (310,893) (1,698,403) (532,943) (2,231,346)
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20 Trade and Other Payables
THE GROUP THE COMPANY
2022 2021 2022 2021
€ € € €
Trade payables 474,461 1,400,994 172,359 508,230
Other payables 156,640 64,961 4,942 198,477
Dividends payable 33,045 33,045 33,045 33,045
Other taxes and social securities 425,827 383,939 319,414 317,605
Amounts due to other related
parties 17,373 12,796 1,965,363 362,353

1107,346 1,895,735  2,495123 1,419,710

Transactions with related parties are set out in Note 31 to these financial statements.

The Group’s and the Company’s exposure to currency and liquidity risk related to trade and other
payables is disclosed in Note 6.

21 Accruals and Deferred Income

21.1 Accruals

THE GROUP THE COMPANY
2022 2021 2022 2021
€ € € €
Accrued expenses owed to third
parties 2,257,062 2,844,289 1,308,045 922,849
Amounts due to other related
parties 573,962 611,422 498,264 585,206

2,831,024 3,455,71 1,806,309 1,508,055
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21 Accruals and Deferred Income (Continued)

21.2 Deferred Income

THE GROUP THE COMPANY
2022 2021 2022 2021
€ € € €
Current
Contract liabilities owed by third parties 1,345,614 1,254,231 955,675 1,061,241
Contract liabilities owed by
subsidiary - - 528,000 528,000
Contract liabilities owed by other
related parties 297,337 312,771 297,337 312,771
1,642,951 1,567,002 1,781,012 1,902,012
Deferred income owed by subsidiary - - 12 104,628
1,642,951 1,567,002 1,781,124 2,006,640
THE GROUP THE COMPANY
2022 2021 2022 2021
€ € € €
Category of activity
License fees excluding
customisation 26,250 26,250 506,250 506,250
processing and customisation 376,044 188,967 90,514 78,457
Maintenance fees 1,181,157 1,292,285 1,124,748 1,257,805
Comprehensive packages 59,500 59,500 59,500 59,500
1,642,951 1,567,002 1,781,012 1,902,012
Service fees, transaction
Deferred income owed by
subsidiary - - 112 104,628
1,642,951 1,567,002 1,781,124 2,006,640

Significant changes in the contract liabilities balances during the period are as follows:

THE GROUP THE COMPANY
2022 2021 2022 2021
€ € € €
Balance at 1 January 1,567,002 1,863,783 1,902,012 2,105,229
Release of opening contract liabilities
to revenue (445,659) (580,774) (273,585) (572,674)
Increases due to cash received,
excluding amounts recognised as
revenue during the year 378,069 398,072 125,945 398,072
Other movements 143,539 (114,079) 26,752 (28,615)

1,642,951 1,567,002 1,781,124 1,902,012

Balance at 31 December
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22 Revenue

221 Disaggregation of Revenue

Revenue is stated after deduction of sales rebates and indirect taxes and comprises revenue from
contracts with customers (except for operating lease income).

In the following table, revenue is disaggregated by category of activity. The below table also includes a
reconciliation of the disaggregated revenue with the Group’s reportable segments.

solutions Processing Merchant solutions Total
solutions
2022 2021 2022 2021 2022 2021 2022 2021
activity € € € € € € € €

License fees

excluding Software (Licensing)

customisation 5,546,918 4,965,218 - - - - 5,546,918 4,965,218
Service fees,

transaction

processing and

customisation 4,968,994 9,115,727 17,049,559 16,145,211 - - 22,018,553 25,260,938
Caregenpak

fees 2,879,970 3,059,168 237,668 17,167 - - 3,117,638 3,176,335
Comprehensive

packages 714,000 714,000 3,548,871 2,536,482 - - 4,262,871 3,250,482

of expenses - - - (42,219) - - - (42,219)

income - - - - 42,897 27,881 42,897 27,881

- - - - 2,527,184 2,041,228 2,527,184 2,041,228

Re-imbursement 14,109,882 17,854,113 20,836,098 18,756,641 2,570,081 2,069,109 37,516,061 38,679,863

Operating lease

Acquiring

eVPRECrevenue recognised in the Group’s statements of profit or loss during the year ended 31 December
2022 amounted to €1.7m (2021: €2.3m) in relation to implementation activities (without the sale of a
license) which are considered to be a distinct performance obligation resulting in the transfer of a
promised good or service to the customer.

The below table outlines the Company’s revenue disaggregated by category of activity.

2022 2021

€ €

Licence fees 3,713,960 3,337,656
Service fees 11,519,878 16,520,262
Calegomhahaetieity 3,775,512 3,945,703
Comprehensive packages 714,000 714,000
Re-imbursement of expenses 379 9,344
19,723,729 24,526,965
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22 Revenue (Continued)

221

Disaggregation of Revenue (Continued)
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In the following tables, revenue is disaggregated by primary geographical markets. The below table also
includes a reconciliation of the disaggregated revenue with the Group’s reportable segments.

markets
Europe

North America
South America
Asia

Geographical

Middle E

Software (Licensing) Processing Merchant

solutions solutions solutions Total
2022 2021 2022 2021 2022 2021 2022 2021
€ € € € € € € €
8,118,747 12,110,410 7,425,406 4,330,851 2,570,081 2,069,109 18,114,234 18,510,370
401,585 730,946 192,507 105,104 - - 594,092 836,050
5,222,931 4,650,218 9,417,738 11,471,802 - 14,640,669 16,122,020
- - 1,935,211 1,151,728 - - 1,935,211 1,151,728
366,619 362,539 1,865,236 1,697,156 - - 2,231,855 2,059,695
14,109,882 17,854,113 20,836,098 18,756,641 2,570,081 2,069,109 37,516,061 38,679,863

to ) . .
S ou?ﬁ'ned in the above table, the Group’s revenue is mainly generated through sales transactions
concluded with customers situated in Europe and North America (2021: Europe and North America).

The below table outlines the Company’s revenue disaggregated by primary geographical markets.

Europe

Middle East
North America
Asia

Geographical markets

2022 2021

€ €
11,749,635 14,241,202
401,585 730,947
7,484,550 9,494,564
87,959 60,252
19,723,729 24,526,965
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22 Revenue (Continued)

22.2 Contract Balances

The following table provides information about the Group’s and the Company's receivables, contract
assets and contract liabilities from contracts with customers.

THE GROUP THE COMPANY
2022 2021 2022 2021
€ € € €
Receivables, which are included
in “Trade and other receivables’ 6,355,216 6,065,903 21,504,839 17,308,767
Contract assets 2,130,015 3,776,538 435,806 6,148,870
Contract liabilities (1,567,002) (1,781,012)  (1,902,012)

The contract assets primarily relate to the Group’s rights to consideration for work completed but not
billed at the reporting date. The contract assets are transferred to receivables when the rights become
unconditional. This usually occurs when the Group issues an invoice to the customer. The contract
liabilities primarily relate to the adt®84225hsideration received from customers, for which the revenue
recognition criteria are not yet met.

22.3 Future Revenues

The following tables include revenue expected to be recognised in the future related to performance
obligations that are unsatisfied (or partially unsatisfied) at 31 December 2022 and 2021.

THE GROUP

2025 and
2023 2024 beyond Total
€ € € €
2020ense fees 12,314 150,000 150,000 312,314
Services fees 165,408 73,354 62,499 301,261

THE COMPANY

2025 and
2023 2024 beyond Total
2022 € € € €
License fees 12,314 150,000 630,000 792,314
Services fees 2,460 62,500 110,500 175,460
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22 Revenue (Continued)

22.3 Future Revenues (Continued)

THE GROUP
2024 and
2022 2023 beyond Total
€ € € €
License fees 19,964 - 300,000 319,964
Services fees 108,065 10,763 125,000 243,828
2021 THE COMPANY
2024 and
2022 2023 beyond Total
€ € € €
License fees 19,964 - 780,000 799,964
Services fees 5,940 - 173,000 178,940

2021
The Group applies the practical expedient in paragraph 121 of IFRS 15 and does not disclose information
about remaining performance obligations that have original expected durations of one year or less. The
Group also does not disclose information about the remaining performance obligations that have a fixed
amount and for which the Group has a right to invoice the customer in the amount that corresponds
directly with the value of the entity’s performance completed to date in accordance with paragraph B16
of IFRS 15.

The above also excludes fees from transaction processing services that are recognised in terms of Note
4.16.2.

23 Profit Before Income Tax

The Group’s and Company’s profit before income tax includes total fees charged by the auditors of the
Group and Company for:

THE GROUP THE COMPANY
2022 2021 2022 2021
€ € € €
Audit fee 201,086 200,195 196,086 195,195
Total fees payable for other
assurance services 10,000 10,000 10,000 10,000
Total fees payable for
non-audit services other than
other assurance and tax advisory
services 26,000 24,500 - 2,000
237,086 234,695 206,086 207,195
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23 Profit Before Income Tax (Continued)
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The fees payable to other auditors of the subsidiaries in relation to audit services for 2022 amount to

€45,603 (2021: €9,863).

23.1 Other Income

THE GROUP THE COMPANY
2022 2021 2022 2021
€ € € €
Other income 355,372 323,014 16,560 241,821
Dividend receivable 11,468 10,230 11,468 10,230
366,840 333,244 28,028 252,051

During the years ended 31 December 2022 and 2021, the Company was granted funds through schemes
administered by Malta Enterprise, MITA and other government bodies. These schemes consist of both
Maltese government schemes as well as schemes emanating from European Union funds. For 2022,
grants amounted to €10,360 (2021: €16,775) which are captured as part of other income in the note

above.

23.2 Other Expenses

THE GROUP THE COMPANY
2022 2021 2022 2021
€ € € €
Fines and penalties 14,916 26,066 10,176 15,931
Impairment loss on intangible
asset - 17,055 - 17,055
Loss on disposal of property, plant
and equipment 32,638 - 7,647 -
Other expenses 19,544 22,052 (1,262) 3,897
67,098 65,173 16,561 36,883
23.3 Exchange Gain on Operating Activities
THE GROUP THE COMPANY
2022 2021 2022 2021
€ € € €
Unrealised operating exchange
gains 1,106,878 189,646 126,356 848,127
Realised operating exchange
gains/(losses) 425,364 (17,725) 391,650 (89,926)
1,532,242 171,921 518,006 758,201
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23 Profit Before Income Tax (Continued)

23.4 Impairment Loss on Trade Receivables and Contract Assets

THE GROUP THE COMPANY
2022 2021 2022 2021
€ € € €
Increase in provision for impairment
loss on trade receivables 130,656 356,540 132,714 132,416
Bad debts written off 5,077 227,067 704 2,362

135,733 583,607 133,418 134,778

23.5 Expenses by Nature

THE GROUP THE COMPANY
2022 2021 2022 2021
Note € € € €
Wages and salaries 27 22,733,853 19,960,906 10,219,607 10,330,465
Directors’ emoluments 27 1,663,860 1,579,106 1,543,860 1,459,106
Non-competition benefits 27 73,866 93 64,734 93
Share-based arrangements 27 269,994 332,628 - -
Subcontracted costs 990,333 712,578 5,037,828 4,901,109
Professional fees 1,387,831 1,204,477 284,158 233,259
Consultancy fees 2,065,938 2,472,780 1,572,200 2,025,643
Travelling expenses 332,726 190,076 164,145 97,220
Participation in fairs and seminars 145,491 1,644 101,919 -
Depreciation 8,9 1,054,999 1,099,279 283,728 345,827
Amortisation 10 930,178 1,102,595 909,604 1,043,599
Impairment loss on trade
receivables and contract assets 23.4 135,733 583,607 133,418 134,778
Impairment on intangible asset - 17,055 - 17,055
intercompany - - (755,574) (685,052)
Other expenses 5,815,405 3,370,036 (1,057,312) 247,962

37,600,207 32,626,860 18,502,315 20,151,064

Recharge of expenses to
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24 Finance Income and Finance Costs
THE GROUP THE COMPANY
2022 2021 2022 2021
€ € € €
Bank interest income 3,140 1,413 244 240
Interest on loans receivable 3,704 27,473 64,832 85,017
Change in fair value of interest
rate swap - 660 - 660
Other interest and similar income 39,165 27,960 - -
46,009 57,506 65,076 85,917
Bank interest expense (42,630) (148,863) (42,624) (148,862)
Other expenses - - - -
Non-operating unrealised
exchange gain/(loss) 16,435 6,325 (1,813) 2,587
Interest expense on lease
Findabéditisome (56,308) (57,472) (12,540) (12,988)
(82,503) (200,010) (56,977) (159,263)
(costs)/income (36,494) (142,504) 8,099 (73,346)

F"l?ﬂ%ee%%sot\%e items of finance income and cost are recognised in profit or loss.

Net finance
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25 Income Tax Expense

25.1 Recognised in Profit or Loss

THE GROUP THE COMPANY
2022 2021 2022 2021
€ € € €
Current tax charge for the year 1,376,948 1,935,066 100,919 1,487,119
Withholding tax on interest
received 34 33 34 33
Foreign tax charge for the year - 1,149 - -
1,376,982 1,936,248 100,953 1,487,152
Deferred tax expense
CUsrRNL 8% S4PRNES ersal of
temporary differences 651,451 1,131,188 532,943 310,893
2,028,433 3,067,436 633,896 1,798,045

25.2 Reconciliation of Effective Tax Rate

The income tax expense for the year and the result of the accounting profit multiplied by the tax rate
INGOMREEHPRNIR, the Company’s country of incorporation, are reconciled as follows:

THE GROUP THE COMPANY
2022 2021 2022 2021
€ € € €
Profit before income tax 1,778,442 6,415,664 1,775,547 5,312,807
Income tax using the domestic
income tax rate of 35% 622,455 2,245,482 621,441 1,859,482
Effect of tax rates in foreign
jurisdictions 211,134 (204,736) - -
Tax effect of:
Non-taxable income 95,796 1,812 - (231)
Non-deductible expenses 211,959 294,51 3,561 5,577
Different tax rates on bank
interest income (46) (48) (46) (48)
Depreciation charges not
deductible by way of capital
allowances 1,874 (96,986) _ _
assets on unrelieved tax (328,202) 263982
losses ! ! - -
WHRRRAReS AR SNy
transaction 1,024,460 630,154 - -
Other disallowed expenses 189,003 (66,735) 8,940 (66,735)
2,028,433 3,067,436 633,896 1,798,045

Income tax expense
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26 Earnings Per Share

On 31 December 2021, the issued share capital of the Company consisted of €11,578,114 in ordinary
shares of €0.06 each and €539,376 in preference shares of €0.06 each. On 7 November 2022, the
Company issued 24,121,158 ordinary shares fully paid and 1,123,729 preference shares, by way of
capitalisation of reserves, in the proportion of 1:8 for the year ended 31 December 2022.

The calculation of basic earnings per share is calculated by dividing the profit attributable to owners of
the Company (the numerator) by the weighted average number of ordinary shares outstanding during
the year (the denominator). The weighted average number of shares outstanding for 2022 and 2021 is
adjusted for the bonus shares issued during the year ended 31 December 2022.

The earnings used in the calculation is net of all expenses including taxes, minority interests and
preference dividends on preference shares which do not meet the definition of ordinary shares for the
purpose of this calculation. For the Group’s ordinary shares, the EPS was derived by dividing the loss of
the Group of €61,268 (2021: profit of €2,912,160) and the profit of the Company of €1,085,999 (2021:
€3,398,808) by 217,089,727 (2021 restated: 217,089,727), being the equivalent weighted-average
number of shares outstanding during the year.

For the Company’s preference shares, which meet the definition of another class of ordinary shares for
the purpose of this calculation, the EPS was derived by dividing the loss of the Group of €3,140 (2021:
profit of €99,352) and the profit of the Company of €55,652 (2021: €115,954) by 10,113,329 (2021
restated: 6,732,983), being the equivalent weighted-average number of shares outstanding during the
year.

Earnings per ordinary share of the Group and the Company for the year ended 31 December 2022
amounted to €0.000 (2021 restated: €0.013) and €0.005 (2021 restated: €0.016) respectively. Earnings
per preference share of the Group and the Company for the same reporting period amounted to €0.000
(2021 restated: €0.015) and €0.006 (2021 restated: €0.017) respectively.

Due to the variable element on the preference share entitlement, on the basis of trends in the current
share price, an assumption has been taken where the preference dividend will not exceed 10% of the
dividend on the ordinary shares.
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Personnel expenses incurred by the Group and the Company during the year are analysed as follows:

Directors’ emoluments:
Fees
Remuneration
Indemnity insurance
Fringe benefits

Key management personnel
emoluments:
Remuneration
Non-competition benefits

Share-based arrangements
Fringe benefits

Wages and salaries
Social security contributions
Share-based arrangements

Other personnel emoluments:

Note

28
29

29

THE GROUP THE COMPANY
2022 2021 2022 2021

€ € € €

484,335 477,484 484,335 477,484
1,000,695 1,000,604 880,695 880,604
103,398 25,586 103,398 25,586
75,432 75,432 75,432 75,432
2,824,368 2,376,402 1,434,702 1,181,282
73,866 93 64,734 93
269,994 324,978 - -
13,275 10,396 10,275 7,396
4,845,363 4,290,975 3,053,571 2,647,877
18,172,951 16,082,209 8,181,100 8,619,093
1,723,259 1,491,899 593,530 522,694
- 7,650 - -
24,741,573 21,872,733 11,828,201 11,789,664

Personnel expenses incurred during the year include share-based arrangements. Other personnel
expenses included in the above table are short-term in nature. Personnel expenses incurred during the
year do not include long-term employment benefits nor employment termination benefits.

The weekly average number of persons employed by the Group and the Company during the year were

as follows:

Operating
Management and administration

THE GROUP THE COMPANY
2022 2021 2022 2021
No. No. No. No.
370 322 201 201
94 96 51 56
464 418 252 257
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28 Post-Employment Benefits

Non-competition post-employment benefits due to employees holding senior management positions are
payable upon cessation based on an agreed fixed amount or the then applicable annual salary. Such
benefits are commensurate to the non-compete clauses which bind personnel not to compete with the
Company, or its subsidiaries, for periods ranging between one and three years. This liability is recognised
in the statement of financial position and represents the present value of the defined benefit obligation
as at 31 December 2022 based on the following:

i) Discount rate, determined by reference to market yields at the end of the reporting period. This

discount rate is used to discount the liability to the net present value;
i) The expectation of the respective employees’ termination date; and
iii) The expected future salary growth in line with the Group’s policies.

The discount rate is based on market yields arising on high-quality Corporate Bonds. Such vyields are
denominated in the currency in which the benefits will be paid and have terms to maturity approximating
the estimated termination date. The Directors consider such rates to be an appropriate proxy to a high-
quality corporate bond.

When estimating the expected years to retirement, the Directors considered the current age and the
expected retirement age of key management personnel. An average of the remaining number of years
each member of key management personnel is expected to work until retirement age, is deemed to be
a more realistic period to consider compared to other terms.

A reasonable growth rate was used when determining the future salary growth rates to be deployed in
the valuation model, which assumption considered the general percentage increases of the more recent
years and also the Group’s budgeted projections.

The movement in the liability is as follows:

THE GROUP THE COMPANY
2022 2021 2022 2021
€ € € €
Post-employment liabilities
Present value at 1 January 3,909,546 4,073,687 3,473,288 3,630,934

Recognised in profit or loss:
Discount unwind 73,866 93 64,734 93

Post-employment benefit

written off/settled during
the year - (111,420) - (111,420)

Recognised in other
comprehensive income:

Remeasurement adjustment (606,014) (52,814) (531,638) (46,319)

3,377,398 3,909,546 3,006,384 3,473,288

Present value at 31 December
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28 Post-Employment Benefits (Continued)

Balances as at 31 December 2022 are deemed to fall due after more than one year. The re-measurement
adjustment is as a result of financial actuarial losses resulting from an adjustment in the annual salary of
certain executives.

Post-employment benefit exposes the Group and the Company to the following risks:

i) Interest rate risk, since a decrease in market yield will increase the liability; and
i) Longevity risk, since the longer the key management person remains in office the higher the
liability.

The significant assumptions applied by the Company in respect of post-employment benefits were as
follows:

THE GROUP THE COMPANY

2022 2021 2022 2021
Discount rates 0% -2.5% 0% -0.029% 0% - 2.5% 0% - 0.029%
Expected years to termination
(weighted average) 6.42 yrs 6.51yrs 6.41yrs 6.52 yrs
Rate of projected salary
increase 3% 3% 3% 3%

The cost of providing for these post-employment benefits is determined using the projected unit credit
method, with estimations being carried out at each reporting date. Due to the nature of the assumptions,
in accordance with the provisions of IAS 19, the Group and the Company did not involve a qualified
actuary in the measurement of their post-employment benefit obligations.

The Group and the Company are providing sensitivity analysis in connection with the key assumption
applied. This analysis is prepared at the end of each reporting period and shows how the liability would
be affected by such hypothetical changes in the assumptions that were reasonably possible at that date,
while holding all other assumptions constant. The below sensitivity is for illustrative purposes only and
may not be representative of the actual changes in the post-employment benefits obligation. This is
due to the fact that it is unlikely that a change in assumptions would occur in isolation of one another.

* If the discount rate is 100 basis points higher (lower) with all other assumptions held constant,
the net present value of the post-employment benefit obligation decreases by €173,192
(increases by €173,227) at Company level and decreases by €196,372 (increases by €198,016)
at Group level.

* If the expected years to termination increases (decreases) by two years with all other
assumptions held constant, the net present value of the post-employment benefit obligation
increases by €18,558 (decreases by €30,188) at Company level and increases by €22,045
(decreases by €33,613) at Group level.

* If the salaries of key management personnel increase (decrease) by an additional 1% over the
budgeted increase with all other assumptions held constant, the net present value of the post-
employment benefit obligation increases by €167,868 (decreases by €170,428) at Company
level and increases by €191,916 (decreases by €193,226) at Group level.
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29 Share-Based Payment Arrangements

At 31 December 2022, the Group had the following share-based payment arrangements.

29.1 RS2 Employee Share Option Scheme (Equity-Settled)

An RS2 Employee Trust was set up during the year ended 31 December 2010 to purchase and hold
750,000 ordinary shares in the Company in order to satisfy the future exercise of options by employees
in accordance with the scheme.

The number of shares in respect of which share options were granted under the Scheme in a three (3)
year period was limited to 2% of the then issued share capital of the Company (850,000 shares). Options
were exercisable at any time up to eight (8) years from the date on which the options are granted and
the scheme was implemented during 2011, being the first year of performance, and 2013, being the last
year of performance.

During the year ended 31 December 2022, a total of 20,960 share options were exercised, whilst the
79,640 share options outstanding after 11 February 2022 expired. The weighted average exercise price
amounted to €0.66 (2021: €0.64) during the year ended 31 December 2022.

This RS2 Employee Share Option Scheme expired in February 2022. The unexercised shares are no
longer available to be exercised by the employees and subsequent to the bonus issue of November
2022, the shares held by the trust amounted to 506,174 as at 31 December 2022.

29.2 Performance-Related Share-Based Payment (Equity-Settled)

In 2017, the Company entered into an agreement with a newly recruited employee holding a senior
management position whereby should the employee achieve a pre-set percentage over the agreed
performance target linked to net profit over three consecutive calendar years commencing from date of
employment, the Company, may at its absolute discretion, grant to the particular employee a one-time
assignment of shares to the equivalence of a pre-agreed Euro amount. At the end of the three-year
period, the Board discussed the aforementioned employee’s agreement and the respective benefit that
could be awarded. As the Group is fulfilling its growth strategy, and is still heavily investing in territories
such as the US and Germany, this resulted in a net loss rather than a net profit at the end of the three-
year period. Despite this, the obligation to this employee is still being honoured by awarding the
individual 85% of the total agreed upon compensation.

In this respect, as at 31 December 2021, a provision of €255,000 was included in the Group’s and
Company’s Other Reserves. The movement in this provision from 2019 to 2020 reflected a change in
estimate resulting in a change in the estimated payment from 100% to 85%.

During the year ended 31 December 2022, this employee agreed to receive the respective amount in
cash instead of shares and the Company settled the full amount of €255,000 during March 2022.
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29 Share-Based Payment Arrangements (Continued)

29.3 Performance-Related Share-Based Payment (Cash-Settled)

In terms of an agreement entered into in February 2018, an executive (referred to as 'key management
personnel'in Note 27) of RS2 Software INC. was granted 12,500 new shares in the subsidiary (the ‘Award
shares’), with certain vesting conditions and restrictions. In terms of the agreement, upon transfer of the
Award shares to the individual, the latter obtained all the rights of a shareholder, including the right to
vote and to receive any dividends with respect to such shares, provided however that the individual may
not sell, transfer, pledge or assign unvested Award shares.

The Award shares shall vest monthly in equal instalments over a service period of 36 months with an
accelerated vesting upon a Change of Control Event during the vesting period and with the requirement
to forfeit all Award Shares (whether vested or unvested) in the case of termination or resignation during
a fixed specified period from the date of grant.

The arrangement also includes the right by the company to repurchase and the right by the executive
to sell the vested Award shares at fair market value in the case of termination or resignation happening
after the expiration of a fixed specified period. The aforementioned executive’s employment with RS2
Software INC. was terminated in December 2020, with all the remaining unvested shares becoming
automatically vested in terms of the arrangement, and accordingly, the right to sell the vested shares
was triggered.

Following the termination of employment of the executive, a management’s third party expert was
engaged in order to assist in the valuation of the minority stake held in RS2 Software INC. The liability
as at 31 December 2020, amounting to €1m (USD 1.2m), is based on that valuation, which was approved
by the Board of RS2 Software INC. In estimating the liability, certain assumptions were made, as further
herein.

RS2 Software INC.'s Board of Directors held several meetings and in-depth discussions whereby the
Board agreed to offer a maximum amount of €1.32m (USD 1.5m) in this respect. The Board of the
subsidiary believes that this amount exceeds the fair market value of the 12,500 shares. The subsidiary’s
offer was accepted by the executive in the first quarter of 2022 as full and final settlement of the share
buy-back transaction.

In terms of agreements entered into in March 2019, five management personnel of RS2 Software INC.
were granted 5,626 share options in the subsidiary (the ‘share options’), with certain vesting conditions.
The weighted average exercise price amounts to USD 7.12. In terms of the agreement, upon vesting of
the share options, the participant may exercise all or a portion of the options vested to the extent of the
shares vested. Three of the five individuals terminated their employment, while the remaining two
individuals signed an amendment to the original agreement granting the share options to be effective
from their respective employment start date. From the total allocated share options, 1,563 share options
remain in effect as at 31 December 2022 and 2021.
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29 Share-Based Payment Arrangements (Continued)

29.3 Performance-Related Share-Based Payment (Cash-Settled) (Continued)

The share options shall vest to 75% after not less than three but not more than four years of continued
service completed since the grant date and to 100% after not less than four years of continued service
are completed since the grant date. Options will become fully exercisable and vested as of the time of
a Change in Control with the requirement to forfeit share options (vested and unvested) in the case of
termination for cause. Upon termination, all shares issued upon exercise of the options shall be subject
to a call option by the company to repurchase at fair market value. Based on the terms of the contracts,
it is concluded that the company has a present obligation to settle in cash, hence their classification as
cash-settled share-based payment arrangements.

The key assumptions used in the calculation of the value of the cash-settled share-based awards for
the remaining two management personnel of RS2 Software INC. are the forecasted net cash flows and
the discount rate used in a risk-adjusted cash flow forecast, with the pre-tax discount rate used being
21.6%.

The outstanding share options were fully vested by 31 December 2022 (2021: 95%).

THE GROUP THE COMPANY
2022 2021 2022 2021
€ € € €
Non-current liabilities
Share-based payments - 57,038 - -
-based payments 355,163 1,350,784 - -

g%@g"t "at@giﬁﬁal Commitments

The Group and the Company have no capital commitments in 2022 and 2021.
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31 Related Parties

31.1 Parent and Ultimate Controlling Party

The Company is owned by ITM Holding Limited, a local registered company which holds 50.04% (2022:
50.04%) of ordinary shares and 0.32% (2022: 0.32%) of preference shares in RS2 Software p.l.c.. ITM’s
registered office is 66, Old Bakery Street, Valletta, Malta. The ultimate parent company of the Group is
RS2 Holding GmbH, a company registered in Germany. In his capacity as ultimate shareholder of ITM,
Radi Abd El Haj indirectly holds 50.04% (2022: 50.04%) of the issued ordinary share capital and 0.32%
(2022: 0.32%) of the issued preference share capital of the Company.

Given that the Preference Shareholders shall not, save for specific circumstances as documented in the
Company’s Memorandum and Articles of Association, have the right to vote at any general meeting of
the Company, as disclosed in Note 17.1, as a result, the voting rights vested in the Ordinary Shareholders
were not diluted as a consequence of the Offer.

31.2 Identity of Related Parties

The Company has a related party relationship with its parent company, its subsidiaries, the Company’s
key management personnel (including its Directors and the Company’s senior management), and entities
in which the Directors or their immediate relatives have an ownership interest and management entities
that provide key management personnel services to the Group (“other related parties”). The
compensation of such management entities amount to €76,129 (2021: €45,456) and is included in the
table below as part of the legal and administrative services.

The Company uses the legal services of GTG Advocates in relation to advice given to the Company.
Amounts were billed based on normal market rates for such services and were due and payable under
normal payment terms. The Company also uses consultancy services by one of the Directors amounting
to €42,840 (2021: €38,157).

Directors of the Company hold directly and indirectly 49.40% (2021: 51.36%) of the voting shares of the
Company.
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31 Related Parties (Continued)

31.3 Related Party Transactions

THE GROUP THE COMPANY
2022 2021 2022 2021
€ € € €
Parent company
Interest charged to 3,704 27,473 3,704 27,473
Subsidiaries
Support services provided to 11,233,477 12,533,450
Support services provided by (4,324,272) (4,665,067)
Other related parties
Depreciation charge on
right-of-use asset 222,862 172,000 - -
Interest expense on lease
liability 25,978 20,904 - -
Legal and administrative
services provided by 229,749 286,590 153,620 241,134
Support services provided to 3,739,946 4,546,317 3,739,946 4,546,317
Support services not yet
invoiced provided to 407,469 308,079 407,469 308,079

31.4 Related Party Balances

The Group and Company enter into transactions with key management personnel during the course of
their normal business. Transactions with key management personnel are set out in Notes 27 and 29 to
these financial statements but are not included in Note 31.3. Additional information on amounts due
to/by related parties is set out in Notes 14, 15, 20 and 21 to these financial statements. Such amounts
due to/by related parties are unsecured, repayable on demand and do not bear any interest other than
disclosed in those notes.

In addition, as further disclosed in Note 9.1.4, the Group has an agreement for leased offices in Neu-
Isenburg, Germany, with a related party. As at 31 December 2022, ROU assets amounting to €1,535,996
(2021: €1,203,999) and lease liabilities amounting to €1,572,429 (2021: €1,232,593) relating to this lease
are included within the Group’s Statements of Financial Position. The depreciation charge for the year in
relation to this asset amounts to €222,862(2021: €172,000) and the interest expense for the year in
relation to this lease liability amounted to €25,978 (2021: €20,904).
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Significant changes in the provision balances for the Group and the Company during the period are as

follows:

THE GROUP
Legal Provision for Provision for Provision for Total
disputes  legal claim rectification costs
with former by debtor of work  incurred in
employees relation to
professional
advice
€ € € € €
At 1 January 2021 - - - - -
Additional provision in 12,579 116,543 178,394 407,516
the year 100,000
At 31 December 2021 12,579 116,543 178,394 100,000 407,516
At 1 January 2022 12,579 116,543 178,394 100,000 407,516
Additional provision in
the year 33,922 - - - 33,922
Utilisation of provision (12,579) - (178,394) (9,000) (199,973)
Decrease in provision
during the year - - - (91,000) (91,000)
Foreign exchange
movements - (20) - - (20)
At 31 December 2022 33,922 116,523 - - 150,445
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32 Provisions and Contingent Liabilities (Continued)
THE COMPANY
Provision for
costs
Legal incurred in

dispute with Provision for Provision for relation to
former  legal claim rectification professional

employee by debtor of work advice Total
€ € € €

At 1 January 2021 - - - - -
Additional provision in the
year 12,579 116,543 178,394 100,000 407,516
At 31 December 2021 12,579 116,543 178,394 100,000 407,516
At 1 January 2022 12,579 116,543 178,394 100,000 407,516
Utilisation of provision (12,579) - (178,394) (9,000) (199,973)
Decrease in provision
during the year - - - (91,000) (91,000)
Foreign exchange
movements - (20) - - (20)
At 31 December 2022 - 116,523 - - 116,523

The amounts in respect of the provisions detailed above in Notes 32.1to 32.4 are expected to be settled
within the next year, although an element of uncertainty still exists.

32.1 Provision for Legal Claim by Debtor

During the year ended 31 December 2021, a provision was booked in relation to a claim by one of the
Company’s debtors. Although it transpired that the Company was not legally obliged to settle any
amounts in relation to the claim raised, the Company offered the debtor an amount of €116,523 as a
discount against future services. As at 31 December 2022, the claim is yet to be resolved.

32.2 Legal Disputes with Former Employees

During the year ended 31 December 2021, a provision was booked in relation to an ongoing dispute with
a former employee of RS2 Software p.l.c., whose employment was terminated on 26 May 2020. During
the first quarter of 2022, an out of court settlement agreement took place in respect of this legal
obligation by RS2 Software p.l.c. and a payment of €12,579 took place.

Moreover, during 2022, a provision was booked in relation to an ongoing dispute with a former employee
of RS2 Software INC., whose employment was terminated in September 2022. The Company is in the
process in attempting to resolve this dispute outside of court. In this regard a provision of €33,922 has
been recognised in the consolidated financial statements of the Group.
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32 Provisions and Contingent Liabilities (Continued)

32.3 Provision for Costs incurred in relation to professional advice

During the year ended 31 December 2021, a provision of €100,000 was accounted for by the Group and
the Company in relation to expenses incurred to date covering advice obtained from various legal
advisors. During the year ended 31 December 2022, €9,000 of this provision have been utilised and the
remaining amount of €91,000 has been reversed.

32.4 Provision for Rectification of Work

During the year ended 31 December 2021, the Group and the Company accounted for a provision of
€178,394 in respect of rectification of work which needed to be carried out imminently. This amount was
utilised in full in 2022.

33 Subsequent Events

33.1 Agreement entered into by Board of Directors of RS2 Software INC.

An agreement was entered into by four US directors and RS2 Software INC., dated 6 March 2023, where
each director was awarded a bonus payment of up to $120,000 (€112,718 as at 6 March 2023). Such
amount is payable in tranches across 2023.

33.2 Restructuring of the Board of Directors of RS2 Software INC.

In April 2023, it was decided to streamline the Board of Directors across RS2 Group Companies.
Consequently, the number of Board Members at RS2 Software INC. was reduced.
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34 Comparative Information

Comparative figures disclosed in the main components of these financial statements have been
reclassified to conform with the current year’s disclosure format for the purpose of compliance with the
International Financial Reporting Standards, and the requirements of the Maltese Companies Act (Cap.
386).

In Note 6.3.2, under Group, specifically “Lifetime ECL not-credit impaired”, an amount of €4,912,678 was
reclassified from “Collective Impairments” to “Individual Impairments”. Loss allowances thereon
amounted to €nil.

THE GROUP

Lifetime ECL not-credit impaired
Collective  Collective
Impairments Impairments Impairments

(as reported)  (restated) (as reported)

202 2021 2021 2021
grades Individual Individual € € €

Impairments
Not in default - simplified model applied - 5,536,513 10,449,191
In default (restated) - - -
Gross carrying amount at 31 December 1 - 5,536,513 10,449,191
Internal rating € - (452,608) (452,608)
December - 5,083,905 9,996,583

4,912,678

4,912,678
In Note 6.3.2, under Company, specifically “Lifetime ECL not-credit impaired”, an amount of €320,129
Loss allowance gt 31 December . ) e T ) ”
was reclassitied from “Collective Impairments” to “Individual Impairments”. Loss allowances thereon

Neér%%ra iP@oa{%oé%'I?t 31 4,912,678

THE COMPANY

Lifetime ECL not-credit impaired

Impairments Impairments Impairments

Individual Individual@&&aBetis) collégsiated) (as reported)

Impairments 55, 2021 2021 2021
(restated)
grades 1 € € €
Intesnal EatNgt - simplified model applied € 21,070, 20,750,220 2,562,704 2,882,833
In default - - -
Gross carrying amount at 31 December 349 21,070, 20,750,220 2,562,704 2,882,833
349 - (175,416) (175,416)
Loss allowance at 31 December - 20,750,220 2,387,288 2,707,417
Net carrying amount at 31 December 21,070,349
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34 Comparative Information (Continued)

In Note 20, under the Group figures, an amount of €353,595 was reclassified from “Trade Payables” to
“Other taxes and social securities”.

THE GROUP

(restated) (as reported)

2021 2021
Trade payables 1,400,994 1,754,589
383,939 30,344

In Note 22.1, under Processing solutions, an amount of €2,536,482 was reclassified from “Service fees,
transaction processing and customisation” to “Comprehensive packages”. In addition, under Merchant
solutions, amounts of €2,016,958 and €24,270 were reclassified from “Service fees, transaction

processing and customisation” and “Maintenance fees” (respectively) to the “Acquiring revenue” line
Othefgxes and social securities

Processing solutions Merchant solutions

(as reported)  (restated) (as reported)

202 2021 2021 2021
activity € € €

Service  fees,  transaction  processing (rexidted)
customisation 16,145, 18,681,693 - 2,016,958
Maintenance fees 1 - - 24,270
Cﬁe@@ryr@hsive packages € - - -
- 2,041,228 -

AN

In Note 23.5, under the Group figures, an amo%ﬁ%%?%zﬁ,o% has been reclassified from “Other expenses”
Acifivgpegmeraset on intangible asset”. -

THE GROUP

(restated) (as reported)

2021 2021
Impairment on intangible asset 17,055 -
Other expenses 3,370,036 3,387,091
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Independent Auditors’ Report

To the Members of RS2 Software p.l.c.

Report on the Audit of the Financial Statements

Opinion

We have audited the individual financial statements of RS2 Software p.l.c. (the Company) and the
consolidated financial statements of the Company and its subsidiaries (together, the Group), set out on
pages 56 to 187, which comprise the statements of financial position of the Company and the Group as
at 31 December 2022, and the statements of profit or loss, the statements of comprehensive income,
statements of changes in equity and statements of cash flows of the Company and the Group for the
year then ended, and notes to the financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position
of the Company and the Group as at 31 December 2022, and of the Company’s and the Group's
financial performance and cash flows for the year then ended in accordance with International
Financial Reporting Standards (IFRSs) as adopted by the European Union and have been properly
prepared in accordance with the requirements of the Companies Act (Cap. 386).

Dreloitte Audit Limited is a limited liability company registered in Malta with registered office at Deloitte Place, Trig L-Intornjatur, Central
Business District, CBD 3050 Malta. Deloitte Audit Limited forms part of the Delcitte Malia firm. The Delcitte Malta firm consists of {i} Deloitte, a
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Intarnjatur, Central Business District, CBD 3050 Malta and (il} the affiliated operating entities: Deloitte Advisory and Technclogy Limited
(C23487), Deloitte Audit Limited (C51312), Delcitte Corporate Services Limited (C103276) and Deloitte Tax Services Limited (C51320), all
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Independent Auditors’ Report continueq)
To the Members of RS2 Software p.l.c.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). 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 Company and the
Group in accordance with the International Ethics Standards Board for Accountants’ International Code
of Ethics for Professional Accountants including International Independence Standards (IESBA Code)
together with the Accountancy Profession (Code of Ethics for Warrant Holders) Directive (Maltese
Code) that are relevant to our audit of the financial statements in Malta, and we have fulfilled our other
ethical responsibilities in accordance with the IESBA Code and the Maltese Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. In
conducting our audit, we have remained independent of the Company and the Group and have not
provided any of the ncn-audit services prohibited by article 18A(1) of the Accountancy Profession Act
(Cap. 281).

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) that we identified. The key audit matters
described below were addressed in the context of our audit of the individual and consolidated financial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion
on these matters.

Impairment testing of goodwill relating to the Group’s US and German operations recognised in the
consolidated financial statements.

Under IFRSs, the Group is required to annually test the amount of goodwill recognised in the
consolidated financial statements for impairment. These impairment tests are significant to our audit
because the amount of goodwill as at 31 December 2022 relating to the Group’s US operations
amounted to EUR0.7m and the amount of goodwill that arose on the acquisition of Kalicom business in
Germany amounted to EUR1.3m and these amounts are material to the consolidated financial
statements. In addition, the directors’ assessment process is highly judgmental and is based on
assumptions, such as forecasted business growth rates, profit margins, weighted average cost of
capital and effective tax rates, which are affected by expected future market or economic conditions.
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To the Members of RS2 Software p.l.c.

Impairment testing of goodwill relating to the Group’s US and German operations recognised in the
consolidated financial statements. (Continued)

Our audit procedures to address the risk of material misstatement on this matter included:

s Involving an internal valuation specialist to assess the Group’s impairment testing methodology
determined from value-in-use calculations and the key assumptions applied by the directors for
this purpose.

= Performing sensitivity analysis of the impairment testing calculations to changes in key inputs such
as the projected growth rate and the weighted average cost of capital.

» Reviewing the impairment testing calculations for reasonability, mathematical accuracy and
consistency.

We also focused on the adequacy of the Group's disclosures about those assumptions to which the
outcome of the impairment test is most sensitive, that is, those that have the most significant effect on
the determination of the recoverable amount of goodwill.

The Group’s disclosures about goodwill are included in note 10, which specifically explains that the
directors have assessed the carrying amount of goodwill as at 31 December 2022 to be recoverable
and that there is no impairment in the value of the goodwill.

Impairment testing of investment in US subsidiary and German subsidiary held by the Company in the
individual financial statements

As at 31 December 2022, the Company held an investment with a carrying amount of EURT1.7m in its
US subsidiary, RS2 Software Inc. The Company performed an impairment assessment of its investment
in this subsidiary by computing its value-in-use in conjunction with the testing of impairment of
goodwill arising on the US operations.

In addition, as at 31 December 2022, the Company also held an investment with a carrying amount of
EUR4.4m in the German intermediate holding company, RS2 Merchant Services Europe GmbH. The
Company performed an impairment assessment of its investment in this subsidiary by computing the
value-in-use arising from the two subsidiaries held by RS2 Merchant Services Europe GmbH,
comprising the business of RS2 Zahlungssysteme GmbH (previously Kalicom Zahlungssysteme KG)
and the acquiring business being developed by RS2 Financial Services GmbH.
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To the Members of RS2 Software p.l.c.

Impairment testing of investment in US subsidiary and German subsidiary held by the Company in the
individual financial statements [(Continued)

The carrying amount of these investments are material to the Company’s financial statements and the
directors’ assessment process is highly judgmental and is based on assumptions, such as forecast
business growth rates, profit margins, weighted average cost of capital and effective tax rates, which
are affected by expected future market or economic conditions.

Our procedures to address the risk of material misstatement arising on this matter included:

« Involving an internal valuation specialist to assess the Company’s impairment testing methodology
determined from value-in-use calculations and the key assumptions applied by the directors for
this purpose.

» Performing sensitivity analysis of the impairment testing calculations to changes in key inputs such
as the projected growth rate and the weighted average cost of capital.

» Reviewing the impairment testing calculations for reasonability, mathematical accuracy and
consistency.

We also focused on the adequacy of the Company’s disclosures in notes 10 and 11 about the key
assumptions that were used in the value-in-use calculations which have the most significant effect on
the determination of the recoverable amount of the investments in subsidiary. The disclosures state
that the recoverable amount of each of these investments in subsidiary was determined by the
Company to be higher than its carrying amount.
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Other Information

The directors are responsible for the other information. The other information comprises (i) the Who
We Are section, (i) the Chairman’s statement, (iii) the CEQO’s statement, (iv) the Board of Directors’
section, (v) the Corporate Social Responsibility section, (vi) the Directors’ Report, (vii) the Corporate
Governance Statement of Compliance, (viii) the Remuneration Report required under Rule 12.26K of
the Capital Markets Rules, (viii) the Statement of Directors pursuant to Capital Market Rule 5.68, (ix)
Company Information and (x) the Directors’ responsibilities for the financial statements, which we
obtained prior to the date of this auditor's report.

However, the other information does not include the individual and consolidated financial statements,
our auditor’s report and the relevant tagging applied in accordance with the requirements of the
European Single Electronic Format, as defined in our Report on Other Legal and Regulatory
Requirements.

Except for our opinions on the Directors’ Report in accordance with the Companies Act (Cap. 386), and
on the Corporate Governance Statement of Compliance and on the Remuneration Report in
accordance with the Capital Markets Rules issued by the Malta Financial Services Authority, our
opinion on the financial statements does not cover the other information and 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 identified above 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, 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.

With respect to the Directors’ Report, we also considered whether the Directors’ Report includes the
disclosure requirements of Article 177 of the Companies Act (Cap. 386) and the statement required by
Rule 5.62 of the Capital Markets Rules on the Company’s and the Group's ability to continue as a going
concern.
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Other Information (Continued)

In accordance with the requirements of sub-article 179(3) of the Companies Act (Cap. 386) in relation
to the Directors’ Report on pages 25 to 37, in our opinion, based on the work undertaken in the course
of the audit:

» the information given in the Directors’ Report for the financial year for which the financial
statements are prepared is consistent with those financial statements; and

» the Directors’ Report has been prepared in accordance with applicable legal requirements.

In the light of the knowledge and understanding of the Company, the Group and their environment
obtained in the course of the audit, we have not identified any material misstatements in the Directors’
Report.

Responsibilities of the Directors and the Audit Committee for the Financial Statements

As explained more fully in the Statement of Directors’ responsibilities on page 54, the directors are
responsible for the preparation of financial statements that give a true and fair view in accordance with
IFRSs as adopted by the European Union and the requirements of the Companies Act (Cap. 386), and
for such internal control as they determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Company’s and
the Group'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 liguidate
the Company and/or the Group or to cease operations, or have no realistic alternative but to do so.

The directors have delegated the responsibility for overseeing the Company’s and the Group’s financial
reporting process to the Audit Committee.

e« RS2



Deloitte.

Independent Auditors’ Report continueq)
To the Members of RS2 Software p.l.c.

Auditor's Responsibilities for the Audit of the Financial Statements

This report, including the opinions set out herein, has been prepared for the Company’s members as a
body in accordance with articles 179, 179A and 179B of the Companies Act (Cap. 386).

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 opinions in accordance with articles 179, 179A and 179B of the Companies Act (Cap. 386).
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs 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.

In terms of article 179A(4) of the Companies Act (Cap. 386), the scope of our audit does not include
assurance on the future viability of the Company and the Group or on the efficiency or effectiveness
with which the directors have conducted or will conduct the affairs of the Company and the Group.
The financial position of the Company and/or the Group may improve, deteriorate, or otherwise be
subject to change as a consequence of decisions taken, or to be taken, by the management thereof, or
may be impacted by events occurring after the date of this opinion, including, but not limited to, events
of force majeure.

As such, our audit report on the Company’'s and the Group’s historical financial statements is not
intended to facilitate or enable, nor is it suitable for, reliance by any person, in the creation of any
projections or predictions, with respect to the future financial health and viability of the Company
and/or the Group, and cannot therefore be utilised or relied upon for the purpose of decisions
regarding investment in, or otherwise dealing with (including but not limited to the extension of credit),
the Company and/or the Group. Any decision-making in this respect should be formulated on the basis
of a separate analysis, specifically intended to evaluate the prospects of the Company and/or the
Group and to identify any facts or circumstances that may be materially relevant thereto.
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Auditor's Responsibilities for the Audit of the Financial Statements (continued)

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s and the Group’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.

Ccnclude 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 Company’s and the Group’s ability to continue
as a going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor's report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor's report. However, future events or conditions may
cause the Company and/or the Group to cease to continue as a going concern. Accordingly, in
terms of generally accepted auditing standards, the absence of any reference to a material
uncertainty about the Company’s and/or the Group’s ability to continue as a going concern in our
auditor’s report should not be viewed as a guarantee as to the Company’s and/or the Group’s
ability to continue as a going concern.

Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information of the Companies
or business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the group audit.
We remain solely responsible for our audit opinion.
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Auditor's Responsibilities for the Audit of the Financial Statements (continued)

For the avoidance of doubt, any conclusions concerning the adequacy of the capital structure of the
Company, including the formulation of a view as to the manner in which financial risk is distributed
between shareholders and/or creditors cannot be reached on the basis of these financial statements
alone and must necessarily be based on a broader analysis supported by additional information.

We communicate with the Audit Committee regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

We also provide the Audit Committee with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with the Audit Committee, we determine those matters that were of
most significance in the audit of the individual and consolidated financial statements of the current
period and are therefore the key audit matters. We describe these matters in our auditor's report
unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.
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Report on Other [ egal and Regulatory Requirements

Report on compliance of the Annual Financial Report with the requirements of the European Single
Electronic Format Regulatory Technical Standard as specified in the Commission Delegated Regulation
(EU) 2019/815 (the "ESEF RTS”)

Pursuant to Capital Markets Rule 5.55.6 issued by the Malta Financial Services Authority, we have
undertaken a reasonable assurance engagement in accordance with the requirements of the
Accountancy Profession {European Single Electronic Format) Assurance Directive issued by the
Accountancy Board in terms of the Accountancy Profession Act (Cap. 281), hereinafter referred to as
the "ESEF Directive 6”, on the annual financial report of the Company and the Group for the year ended
31 December, 2022, prepared in a single electronic reporting format.

Solely for the purposes of our reasonable assurance report on the compliance of the annual financial
report with the requirements of the ESEF RTS, the “Annual Financial Report” comprises the Directors’
Report, Directors’ responsibilities for the Financial Statements, the Corporate Governance Statement of
Compliance, the annual financial statements, Company Information, and the Independent auditor's
report, as set out in Capital Markets Rules 5.55.

Responsibilities of the Directors for the Annual Financial Report
The directors are responsible for:

» the preparation and publication of the Annual Financial Report, including the consolidated financial
statements and the relevant tagging requirements therein, as required by Capital Markets Rule
5.56A, in accordance with the requirements of the ESEF RTS,

= designing, implementing, and maintaining internal controls relevant to the preparation of the Annual
Financial Report that is free from material non-compliance with the requirements of the ESEF RTS,
whether due to fraud or error,

and consequently, for ensuring the accurate transfer of the information in the Annual Financial Report
into a single electronic reporting format.
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Auditor's responsibiiities for the Reasonable Assurance Engagement

Our responsibility is to obtain reasonable assurance about whether the Annual Financial Report,
including the consoclidated financial statements and the relevant electronic tags therein comply, in all
material respects, with the ESEF RTS, based on the evidence we have obtained. We conducted our
reasonable assurance engagement in accordance with the requirements of ESEF Directive 6.

The nature, timing and extent of procedures we performed, including the assessment of the risks of
material non-compliance with the requirements of the ESEF RTS, whether due to fraud or error, were
based on our professional judgement and included:

+ Obtaining an understanding of the Company’s and the Group’s internal controls relevant to the
financial reporting process, including the preparation of the Annual Financial Report, in
accordance with the requirements of the ESEF RTS, but not for the purpose of expressing an
assurance opinion on the effectiveness of these controls.

+ Obtaining the Annual Financial Report and performing validations to determine whether the
Annual Financial Report has been prepared in accordance with the requirements of the
technical specifications of the ESEF RTS.

« Examining the information in the Annual Financial Report to determine whether all the reguired
tags therein have been applied and evaluating the appropriateness, in all material respects, of
the use of such tags in accordance with the requirements of the ESEF RTS.

We believe that the evidence we have obtained is sufficient and appropriate to provide a basis for our
reasonable assurance opinion.

Reasonable Assurance Opinion

In our opinion, the Annual Financial Report for the year ended 31 December, 2022 has been prepared,
in all material respects, in accordance with the requirements of the ESEF RTS.

This reasonable assurance opinion only covers the transfer of the information in the Annual Financial
Report into a single electronic reporting format as required by the ESEF RTS, and therefore does not
cover the information contained in the Annual Financial Report.
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Report on Corporate Governance Statement of Compliance

Pursuant to Rule 5.94 of the Capital Markets Rules issued by the Malta Financial Services Authority, the
directors are required to include in the Company’s Annual Financial Report a Corporate Governance
Statement of Compliance explaining the extent to which they have adopted the Code of Principles of
Good Corporate Governance set out in Appendix 5.1 to Chapter 5 of the Capital Markets Rules, and the
effective measures that they have taken to ensure compliance with those principles. The Corporate
Governance Statement of Compliance is to contain at least the information set out in Rule 5.97 of the
Capital Markets Rules.

Our responsibility is laid down by Rule 5.98 of the Capital Markets Rules, which requires us to include a
report to shareholders on the Corporate Governance Statement of Compliance in the Company’s
Annual Financial Report.

We read the Corporate Governance Statement of Compliance and consider the implications for our
report if we become aware of any information therein that is materially inconsistent with the financial
statements or our knowledge obtained in the audit, or that otherwise appears to be materially
misstated. We also review whether the Corporate Governance Statement of Compliance contains at
least the information set out in Rule 5.97 of the Capital Markets Rules.

We are not required to, and we do not, consider whether the directors’ statements on internal control
cover all risks and controls, or form an opinion on the effectiveness of the Company’s corporate
governance procedures or its risk and control procedures.

In our opinion, the Corporate Governance Statement of Compliance set out on pages 38 to 47 has
been properly prepared in accordance with the reguirements of Rules 5.94 and 5.97 of the Capital
Markets Rules.

Report on Remuneration Report

Pursuant to Rule 12.26K of the Capital Markets Rules issued by the Malta Financial Services Authority,
the directors are required to draw up a Remuneration Report, whose contents are to be in line with the
requirements listed in Appendix 12.1 to Chapter 12 of the Capital Markets Rules.

Our responsibility is laid down by Rule 12.26N of the Capital Markets Rules, which requires us to check
that the information that needs to be provided in the Remuneration Report, as required in terms of
Chapter 12 of the Capital Markets Rules, including Appendix 12.1, has been included.

In our opinion, the Remuneration Report set out on pages 48 to 51 includes the information that needs
to be provided in the Remuneration Report in terms of the Capital Markets Rules.
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Matters on which we are required to report by exception under the Companies Act

Under the Companies Act (Cap. 386), we have responsibilities to report to you if in our opinion:
* Proper accounting records have not been kept;
s Proper returns adequate for our audit have not been received from branches not visited by us;
» The financial statements are not in agreement with the accounting records and returns; or

» We have been unable to obtain all the information and explanations which, to the best of our
knowledge and belief, are necessary for the purpose of our audit.

We have nothing to report to you in respect of these responsibilities.

Auditor tenure

We were first appointed by the members of the Company to act as statutory auditor of the Company
and the Group on 19 June 2018 for the financial year ended 31 December 2018, and were
subsequently reappointed as statutory auditors by the members of the Company on an annual basis.
The period of total uninterrupted engagement as statutory auditor including previous reappointments
of the firm is five financial years.

Consistency of the audit report with the additional report to the Audit Committee

Our audit opinion is consistent with the additional report to the Audit Committee in accordance with
the provisions of Article 11 of the EU Audit Regulation No. 537/2014.

The audit was drawn up on 28 April 2023 and signed by:

David Delicata as Director

in the name and on behalf of
Deloitte Audit Limited
Registered auditor

Central Business District, Birkirkara, Malta
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