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PAYHAWK LIMITED
DIRECTORS’ REPORT

Directors
The directors who held office during the year were as follows:

Hristo Borisov (appointed on 2 January 2019)

Vassil Terziev (appointed on 19 March 2020)

Yusuf Ozdalga (appointed on 23 April 2021)

Boyko Karadzhov (appointed on 31 March 2020)
Mehmed Atici (appointed on 19 March 2020)

Arsham Memerzadeh (appointed on 28 February 2022)

Principal activity

The principal activity of the Company includes promotion, distribution, marketing and sale of a next generation
expense management software as a service.

Statement of Directors’' Responsibilities

The directors acknowledge their responsibilities for preparing the Annual Report and the financial statements in
accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with UK International Accounting
Standards (UK IAS).

Under Company law the directors must not approve the financial statements unless they are satisfied that they
give a true and fair view of the state of affairs of the Company and of the profit or loss of the Company for that
period. In preparing these financial statements, the directors are required to:

« select suitable accounting policies and apply them consistently;

« make judgements and accounting estimates that are reasonable and prudent;

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

Each of the directors, whose names are listed in Corporate Information Note confirm that, to the best of their
knowledge:

« Company’s financial statements, which have been prepared in accordance with UK IAS, give a true and fair
view of the assets, liabilities, financial position and loss of the Company; and

« the Directors’ report includes a fair review of the development and performance of the business and the position
of the Company, together with a description of the principal risks and uncertainties that it faces.

In the case of each director in office at the date the Directors’ report is approved:

* so far as the director is aware, there is no relevant audit information of which the Company’s auditors are
unaware; and

« they have taken all the steps that they have ought to have taken as a director in order to make themselves aware
of any relevant audit information and to establish that the Company’s auditors are aware of that information.

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

ii
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PAYHAWK LIMITED
DIRECTORS’ REPORT

Future Outlook and Going Concern

The directors are confident of the future performance of the Group. The Company has enjoyed strong revenue
growth and an increased customer base, which is a central driver for the future of the Company.

The Company closed $20 million Series A financing round led by QED Investors in April 2021 and raised $112
million in the second largest Series B in Central and Eastern Europe in November 2021 led by Greenoaks. In
February 2022, the Company raised an additional $100m in an extended Series B round led by Lightspeed Venture
Partners at a valuation of $1bn. As a result, Payhawk became the first ever Bulgarian unicorn. This equity funding
provides sufficient financial resources to fund the Company’s operations and growth for the foreseeable future.

The directors recognize that the COVID-19 pandemic does create risks and uncertainties, however they consider
the good cash reserves provide sufficient liquidity to meet its day-to-day working capital requirements.

The Company has been monitoring the tensions in Ukraine closely and following escalations in the region and
the addition of new sanctions from several countries. The Company has taken the necessary steps to ensure that
Payhawk is in full compliance with those requirements. We have carried out a review of the Company’s exposure
to Ukraine and Russia which concluded that our exposure is very low.

In light of the above factors, the directors have considered the financial position of the Company, its expected
cash flows and liquidity position when assessing the ability of the Company to meet its operational obligations
for the foreseeable future being at least 12 months from the date of approval of these financial statements and as
such the directors consider it appropriate to prepare the Company financial statements on a going concern basis.

Performance of Business

The Company’s revenues in 2022 increased by £2,655 thousand due to the continued strategy to invest in business
growth.

The Company’s gross profit in 2022 increased by £3,181 thousand due to the stronger revenue increase compared
to the increase in cost of sales.

The Company’s Sales, marketing and advertising expenses increased, and Administrative and other operating
expenses increased by £9,464 thousand and £5,739 thousand due to the expansion strategy of the Group, which
included expanding the number of staff employed and marketing efforts of the Group.

The Company’s results from Foreign Exchange gains/(losses) increased by £15,258 thousand mainly due to the
movements of GBP versus EUR and USD currencies in which the Company holds cash and cash equivalent
balances.

Principal Risks
Credit risk

The credit risk of the Company is in relation to credit exposure of the Company to the Company’s customers.
This risk is managed through thorough review of the receivable balances of each individual customer based on
due dates and stopping the provision of services to customers with long overdue receivables.

Liquidity risk
Currently the Company is not subject to a material liquidity risk as it is mainly financed through equity and due
to the available cash balance of the Company significantly exceeding the liabilities of the Company.

Currency Risk

The currency risk of the Company mainly arises from the fact that significant amount of cash and cash equivalents
are kept in a currency outside the functional currency of the Company. This risk is managed through the
monitoring of the total exposure of foreign currency on the financial results and through careful monitoring of
economic forecasts of expected movements of foreign currency rates that the Company is exposed to. No hedging
activities have been employed.

ii
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PAYHAWK LIMITED
DIRECTORS’ REPORT

Subsidiaries

As of 31 December 2022, the Company has seven fully owned subsidiaries — Payhawk EOOD, Payhawk GmbH,
Payhawk Inc., Payhawk Spain S.L., Payhawk DAC, Payhawk UAB, Payhawk Financial Services Limited.

The company has prepared these accounts in accordance with the small companies’ regime, electing to not prepare
a strategic report set out in section 415A of the companies Act 2006.

Events after the balance sheet date

On 10 March 2023, Silicon Valley Bank UK (SVB) was put into administration by the Bank of England, where a large
portion of cash and cash equivalents of the Group were being held. SVB was purchased by HSBC UK and continued
business as usual. The Group was able to access its funds and redirect them with there being no impact on the operations
of the Group.

On 30 March 2023, the Board took a decision to increase the Common Stock of Payhawk Inc. by 4,000,000 shares at $1
each.

On 30 March 2023, the Board took a decision to increase the authorised share capital of Payhawk DAC by 2,000,000 shares
at €1 each.

On 30 March 2023, the Board took a decision to increase the registered capital of Payhawk EOOD by 19,558,300 shares at
BGN 1 each.

On 3 May 2023, the Board took a decision to increase the authorised share capital of Payhawk Financial Services UAB
from €2,500 to €2,620,000, revocation of the entire Board of Payhawk Financial Services UAB and electing Hristo Borisov,
Konstantin Dzhengozov, Saulius Zlabys and Mantas Litvinas with Hristo Borisov being appointed the Chairman of the
Board and Saulius Zlabys being appointed the CEO. The Board also took a decision to amend the Articles of Association
of Payhawk Financial Services UAB and form an auxiliary capital of €30,000.

The Group treats the above events as non-adjusting events that have occurred after the end of the reporting period.
Besides the above, no other events have occurred between 31 December 2022 and the date of authorisation for issue of the

financial statements, which may require additional adjustments and/or disclosures in the financial statements of the Group
for the year ended 31 December 2022.

Besides the above, no other events have occurred between 31 December 2022 and the date of authorisation for issue of the
financial statements, which may require additional adjustments and/or disclosures in the financial statements of the
Company for the year ended 31 December 2022.

Approved by the Board on 10 July 2023 and signed on its behalf by:
DocuSigned by:

—3F4A220E00AT469::.
Hristo Borisov

Director
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF PAYHAWK LIMITED

Opinion

We have audited the financial statements of Payhawk Limited (the ‘company’) for the year ended 31
December 2022 which comprise of the Statement of comprehensive income, Statement of financial
position, the Statement of changes in equity, the Statement of cash flows and the related notes 1 to
18, including a summary of significant accounting policies. The financial reporting framework that
has been applied in their preparation is applicable law and International Accounting Standards in
conformity with the requirements of the Companies Act 2006.

In our opinion, the financial statements:

e give a true and fair view of the company’s affairs as of 31 December 2022 and of its profit for
the year then ended.

. have been properly prepared in accordance with International Accounting Standards in
conformity with the Companies Acts 2006; and

) have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities 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 in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, including the FRC's Ethical Standard and the provisions available for
small entities, in the circumstances set out in note 2.1 to the financial statements, and we have
fulfiiled our other ethical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Conclusions relating to going concern

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

Based on the work we have performed, we have not identified any material uncertainties relating to
events or conditions that, individually or collectively, may cast significant doubt on the company's
ability to continue as a going concern for a period of at least 12 months from when the financial
statements are authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are
described in.the relevant sections of this report. However, because not all future events or
conditions can be predicted, this statement is not a guarantee as to the company's ability to continue
as a going concern.
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Other information

The other information comprises the information included in the annual report, other than the
financial statements and our auditor’s report thereon. The directors are responsible for the other
information contained within the annual report.

Our opinion on the financial statements does not cover the other information and, except to the
extent otherwise explicitly stated in this report, we do not express any form of assurance conclusion
thereon.

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

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

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

e the directors’ report has been prepared in accordance with applicable legal requirements.

Matters on which we are required to report by exception

in the light of the knowledge and understanding of the company and its environment obtained in the
course of the audit, we have not identified material misstatements in the directors' report.

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

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

the financial statements are not in agreement with the accounting records and returns; or
certain disclosures of directors' remuneration specified by law are not made; or

we have not received all the information and explanations we require for our audit

the directors were not entitled to prepare the financial statements in accordance with the small
companies' regime and take advantage of the small companies’ exemptions in preparing the
directors’ report and from the requirement to prepare a strategic report.

Responsibilities of directors

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

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

Auditor’s responsibilities for the audit of the financial statements

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

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

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

fraud. The risk of not detecting a material misstatement due to fraud is higher than the risk of not
detecting one resulting from error, as fraud may involve deliberate concealment by, for example,
forgery or intentional misrepresentations, or through collusion The extent to which our procedures
are capable of detecting irregularities, including fraud is detailed below. However, the primary
responsibility for the prevention and detection of fraud rests with both those charged with
governance of the entity and management.

Our approach was as follows:

«  We obtained an understanding of the legal and regulatory frameworks that are applicable to the
company and determined that the most significant are Companies Act 2006 in the United
Kingdom.

- We understood how Payhawk Limited is complying with those frameworks by making inquiries of
key management, and those responsible for legal and compliance matters. We also reviewed
minutes of the Board and gained an understanding of the Company’s governance framework.

«  We assessed the susceptibility of the Company's financial statements to material misstatement,
including how fraud might occur by holding discussions with key management. We also reviewed
the Company's fraud-related policies.

« Based on this understanding we designed our audit procedures to identify non-compliance with
such laws and regulations. Our procedures involved inquiring of key management and reviewing
the key policies.

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

This report is made solely to the company's members, as a body, in accordance with our engagement
letter dated 18 August 2022. Our audit work has been undertaken so that we might state to the
company's directors those matters we are required to state to them in an auditor’s report and for no
other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the company and the company's directors as a body, for our audit work, for this
report, or for the opinions we have formed.

Helen Kerr (Senior statutory auditor)

for and on behalf of Ernst & Young LLP, Statutory Auditor
Dublin

12 July 2023
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PAYHAWK LIMITED

(Registration number: 11747263)

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2022

Notes 2022 2021

£000 £000

Revenue from contracts with customers 5.1 3,269 614
Cost of sales 52 (140) (666)
Gross profit/(loss) 3,129 (52)
Other income 10 -
Sales, marketing and advertising expenses 53 (10,265) (801)
Administrative and other operating expenses 5.4 (5,994) (255)
Depreciation expense (19) -
Expenses on impairment and write-off (121) 35)
Operating loss (13,260) (1,143)
Interest income 330 -
Interest expense (64) (21)
Foreign exchange gains/(losses), net 5.5 13,926 (1,332)
Profit/(Loss) before taxes 932 (2,496)
Income tax 6 - -
Profit/(Loss) for the year 932 (2,496)
Other comprehensive income for the year, net of taxes - -
Total comprehensive income for the year, net of taxes 932 (2,496)

DocuSigned by:

3F4A220E90A7469...
Hristo Borisov

Director

The financial statements were authorised for issue on 10 July 2023.
The notes on pages 9 to 36 are an integral part of these financial statements.
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PAYHAWK LIMITED

(Registration number: 11747263)
STATEMENT OF FINANCIAL POSITION
as of 31 December 2022

Notes 31.12.2022 31.12.2021
£000 £000
ASSETS
Non-current assets
Plant and equipment 7 99 2
Investment in subsidiaries 8 22,837 7,218
22,936 7,220
Current assets
Trade and other receivables, and other assets 9 2,322 301
Cash and cash equivalents 10 138,764 77,148
141,086 77,449
TOTAL ASSETS 164,022 84,669
EQUITY AND LIABILITIES
Equity
Share capital 11.1 127 113
Share premium 11.2 159,731 85,190
Other reserves 11.3 4,454 1,279
Accumulated loss (1,344) (2,276)
Total equity . 162,968 84,306
Short-term liabilities
Trade and other payables 13 692 117 .
Related party payables 14 5 172
Deferred income 357 74
) 1,054 363
Total liabilities 1,054 363
TOTAL EQUITY AND LIABILITIES 164,022 84,669

The Company has prepared these accounts in accordance with the small companies’ regime.

DocuSigned by:

- 3E4A220E90AT7469...
Hristo orlzsov

Director

The financial statements were authorised for issue 10 July 2023.
The notes on pages 9 to 36 are an integral part of these financial statements.
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PAYHAWK LIMITED

(Registration number: 11747263)
STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2022

Share capital ~ Share premium  Other reserves Accumulated

(Note 11.1)  (Note11.2)  (Note 11.3) loss Total
£000 £000 £000 £000 £000

At 1 January 2021 66 3,177 1,016 (108) 4,151
Loss for the year - - - (2,496) (2,496)
Other comprehensive income - - - - -
Total comprehensive income - - - (2,496) (2,496)
Issue of share capital 45 82,013 - - 82,058
Exercise of share options

(transfer) 2 - (328) 328 2
Share-based payments (Note

12) - - 591 - 591
At 31 December 2021 113 85,190 1,279 (2,276) - 84,306
At 1 January 2022 113 85,190 1,279 (2,276) 84,306
Loss for the year - - - 932 932
Other comprehensive income - - - - -
Total comprehensive income - - . - 932 932
Issue of share capital 14 74,541 - - 74,555
Share-based payments (Note -

12) - 3,175 - 3,175
At 31 December 2022 127 159,731 4,454 (1,344) 162,968

DocuSigned by:

— 3F4A220ES0A7469...
Hristo Borisov

Director

The financial statements were authorised for issue on 10 July 2023..
The notes on pages 9 to 36 are an integral part of these financial statements.
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PAYHAWK LIMITED
(Registration number: 11747263)
STATEMENT OF CASH FLOWS
For the year ended 31 December 2022

: 2022 2021
Notes
£000 £000

CASH FLOWS FROM OPERATING ACTIVITY
Profit/(loss) before tax 932 (2,496)
Adjustments to reconcile loss before tax. to net cash flows:
Movements in deferred income 283 74
Impairment of receivables 121 35
Share-based payment expense 12 217 17
Movement in accruals (cashback) 122 8
Finance costs 53 (14,192) 1,353
Depreciation 19 -
Working capital changes: '
(Increase) in trade receivables and other receivables (2,021) (335)
Increase in trade and other payables 408 271
Interest received 330 -
Interest (paid) (64 (21)
Net cash flows used in operating activity (13,845) (1,094)
CASH FLOWS FROM INVESTING ACTIVITY
Purchase of equipment (188) 2)
Investment in subsidiary (12,662) (3,088)
Net cash flows used in investing activity (12,780) (3,090)
CASH FLOWS FROM FINANCING ACTIVITY
Proceeds from new shares issued 11 74,635 82,194
Transaction costs paid on share issue 11 (80) (161)
Proceeds from exercise of share options 12 - 27
Net cash flows from financing activity : 82,060 82,060
Net increase of cash and cash equivalents 47,930 77,876
Cash and cash equivalents at 1 January ' 77,148 604
Effect of foreign exchange differences 13,686 (1,332)
Cash and cash equivalents at 31 December 10 138,764 77,148

DocuSigned by:

— 3F4A220E90A7469...
Hristo Borisov

Director

The financial statements were authorised for issue on 10 July 2023.
The notes on pages 9 to 36 are an integral part of these financial statements.
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PAYHAWK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

1. Corporate information

PAYHAWK LIMITED is a private company limited by share capital, incorporated on 2 January 2019 in the United Kingdom,
registered in England and Wales with a registration number 11747263. The address of its registered office is in 1 Waterhouse
Square, 138 Holborn, London, ECIN 2ST, United Kingdom. The financial year of the Company ends on 31 December. The
number of staff of the Company was 24 as of 31 December 2022 (2021: 4).

2.1 Basis of preparation

The financial statements have been prepared on a historical cost basis.

The financial statements have been prepared in pound sterling, which is also the functional currency, and all amounts have been
rounded off to the nearest thousand (£000), unless stated otherwise.

The company has prepared these accounts in accordance with the small companies regime, electing to not prepare a strategic
report set out in section 415A of the companies Act 2006.



DocuSign Envelope ID: 5498AE36-4DDC-4DB2-8683-D7C9319D5F0C

PAYHAWK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

2.2 Summary of significant accounting policies

a) Foreign currency translation

Transactions in foreign currencies are initially recorded in the functional currency at the exchange rate prevailing at the date of
the transaction. Monetary assets and liabilities denominated in foreign currencies are retranslated into the functional currency
at the end of each month by applying the closing exchange rate published by xe.com for the last working day of the respective
month. Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are translated into
the functional currency using the exchange rate as at the date of the initial transaction (acquisition).

b) Revenue from contracts with customers

The Company provides online access services (Software as a Service) to internally-generated software Payhawk for automated
business expense management and accounting.

Revenue from contracts with customers is recognised when control of the services is transferred to the customer at an amount
that reflects the consideration to which the Company expects to be entitled in exchange for those services. The Company has
generally concluded that it is the principal in its revenue arrangements, because it typically controls the services before
transferring them to the customer.

Online access services (Software as a Service) to internally-generated software

From 2021, the Company provided online access services (Software as a Service) to internally-generated software. The
Company recognises the services as a single performance obligation and recognises revenue from them over time as the client
simultaneously receives and consumes the benefits provided by the Company. The Company recognises revenue pro rata the
time passed over the agreed period of the contract for access.

Intercompany services provided

From 2022, the Company provided administrative and lead generation services to its subsidiaries. The Company recognises the
services as a single performance obligation and recognises revenue from them over time as the client simultaneously receives
and consumes the benefits provided by the Company. The Company recognises revenue pro rata for the time passed over the
agreed period for which services were provided.

Contract balances

Contract assets

A contract asset is the right to consideration in exchange for goods or services transferred to the customer. If the Company
performs its obligation before the customer pays consideration or before payment is due, a contract asset is recognised for the
earned consideration. The Company recognises as contract assets costs incurred to obtain a contract, which in 2022 represent
bonus paid to employees because of obtaining a contract. The amortisation method applied is straight-line over the life of the
contract. The Company reported contract assets of £38 thousand as of 31 December 2022 (31 December 2021: nil). The entire
balance of contracts assets as of 31 December 2022 relates to capitalised costs for obtaining a contract. The company did not
recognise impairment losses as of 31 December 2022 on contract assets (31 December 2021: nil).

Trade receivables

A receivable represents the Company’s right to an amount of consideration that is unconditional (i.e., only the passage of time
is required before payment of the consideration is due). Refer to accounting policies of financial assets in section e) Financial
instruments — initial recognition and subsequent measurement.

Contract liabilities

A contract liability is the obligation to transfer goods or services to a customer for which the Company has received
consideration (or an amount of consideration is due) from the customer. If a customer pays consideration before the Company
transfers goods or services to the customer, a contract liability is recognised when the payment is made or the payment is due
(whichever is earlier). Contract liabilities are recognised as revenue when the Company performs under the contract. The
Company presents contract liabilities on a separate line in the statement of financial position as Deferred income. The Company
reported contract liabilities of £357 thousand as of 31 December 2022 (2021: £74 thousand ).
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DocuSign Envelope ID: 5498AE36-4DDC-4DB2-8683-D7C9319D5F0C

PAYHAWK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

2.2 Summary of significant accounting policies (continued)

¢) Taxes

Current income tax

Current tax assets and liabilities for the current and prior periods are measured at the amount expected to be recovered from or
paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that are enacted or substantively
enacted at the reporting date. Management periodically evaluates positions taken in the tax returns with respect to situations in
which applicable tax regulations are subject to interpretation and establishes provisions where appropriate.

Current taxes relating to items recognised directly in equity or other comprehensive income are recognised directly in equity or
other comprehensive income (and not in profit or loss).

Deferred income tax
Deferred tax is provided using the balance sheet method on temporary differences at the reporting date between the tax bases
of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences except where the deferred income tax liability
arises from the initial recognition of an asset or liability in a transaction that is not a business combination and, at the time of
the transaction, affects neither the accounting profit nor taxable profit or loss.

Deferred income tax assets are recognised for all deductible temporary differences, carry forward of unused tax credits and
unused tax losses, to the extent that it is probable that taxable income will be available against which the deductible temporary
differences, and the carry forward of unused tax credits and unused tax losses can be utilised except where the deferred income
tax asset relating to the deductible temporary difference arises from the initial recognition of an asset or liability in a transaction
that is not a business combination and, at the time of the transaction, affects neither the accounting profit nor taxable profit or
loss.

The carrying amount of deferred tax assets is reviewed by the Company at each reporting date and reduced to the extent that it
is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be utilised.
Unrecognised deferred tax assets are reassessed at each reporting date and are recognised to the extent it has become probable
that future taxable profit will be gained, which would allow recovery of the deferred tax asset.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset is realised
or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the reporting date.
Deferred tax relating to items recognised outside profit or loss is recognised outside profit or loss. Deferred tax items are
recognised in correlation to the underlying transaction either through other comprehensive income or directly in equity.
Deferred income tax assets and deferred income tax liabilities are offset by the Company only if a legally enforceable right
exists to set off current tax assets against current tax liabilities and the deferred income taxes relate to the same taxable entity
and the same taxation authority.

Value added tax (“VAT”)
Revenue, expenses and assets are recognised net of VAT except:

o where the VAT incurred on a purchase of assets or services is not recoverable from the taxation authority, in which
case the VAT is recognised as part of the cost of acquisition of the asset or as part of the expense item as applicable;
and

¢ receivables and payables that are stated with the amount of VAT included.

The net amount of VAT recoverable from, or payable to, the taxation authority is included as part of receivables or payables in
the statement of financial position.
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PAYHAWK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

2.2 Summary of significant accounting policies (continued)

d) Employee benefits

Short-term employee benefits include salaries, remunerations, interim and annual bonuses, social security contributions and
annual compensated leave of employees expected to be settled wholly within twelve months after the end of the reporting period.
When the Company receives a service, it is recognised as an employee benefit expense in profit or loss or capitalised in the cost
of the relevant asset. Short-term employee benefits are measured at the undiscounted amount of expected costs of settlement.

¢) Financial instruments - initial recognition and subsequent measurement
e Financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, fair value through other
comprehensive income (OCI), and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset’s contractual cash flow characteristics
and the Company’s business model for managing them. With the exception of trade receivables that do not contain a significant
financing component or for which the Company has applied the practical expedient, the Company initially measures a financial
asset at its fair value plus, in the case of a financial asset not at fair value through profit or loss, transaction costs. Trade
receivables that do not contain a significant financing component or for which the Company has applied the practical expedient
are measured at the transaction price determined under IFRS 15.

In order for a financial asset to be classified and measured at amortised cost or fair value through other comprehensive income,
it needs to give rise to cash flows that are ‘solely payments of principal and interest (SPPI)’ on the principal amount outstanding.
This assessment is referred to as the SPPI test and is performed at an instrument level.

The Company’s business model for managing financial assets refers to how it manages its financial assets in order to generate
cash flows. The business model determines whether cash flows will result from collecting contractual cash flows, selling the
financial assets, or both.

Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation or convention

in the market place (regular way trades) are recognised on the trade (transaction) date, i.e., the date that the Company commits
to purchase or sell the asset.
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PAYHAWK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

2.2 Summary of significant accounting policies (continued)
e) Financial instruments - initial recognition and subsequent measurement (continued)

¢ Financial assets (continued)
Subsequent measurement

For purposes of subsequent measurement, financial assets are classified in four categories:
e Financial assets at amortised cost (debt instruments)
o Financial assets at fair value through other comprehensive income with recycling of cumulative gains and losses
(debt instruments)
e Financial assets designated at fair value through other comprehensive income with no recycling of cumulative
gains and losses upon derecognition (equity instruments)
¢ Financial assets at fair value through profit or loss

Financial assets at amortised cost (debt instruments)

This category is the most relevant to the Company. The Company measures financial assets at amortised cost if both of the
following conditions are met:

» The financial asset is held within a business model with the objective to hold financial assets in order to collect contractual
cash flows; and

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

Financial assets at amortised cost are subsequently measured using the effective interest (EIR) method and are subject to
impairment. Gains and losses are recognised in profit or loss when the asset is derecognised, modified or impaired.

The Company’s financial assets at amortised cost includes trade receivables and related party receivables.

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is primarily
derecognised (i.e., removed from the Company’s statement of financial position) when:

s The rights to receive cash flows from the asset have expired; or

* The Company has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the received
cash flows in full without material delay to a third party under a ‘pass-through’ arrangement; and either (a) the Company has
transferred substantially all the risks and rewards of the asset, or (b) the Company has neither transferred nor retained
substantially all the risks and rewards of the asset, but has transferred control of the asset.

When the Company has transferred its rights to receive cash flows from an asset or has entered into a pass-through arrangement,
it evaluates if, and to what extent, it has retained the risks and rewards of ownership. When it has neither transferred nor retained
substantially all of the risks and rewards of the asset, nor transferred control of the asset, the Company continues to recognise
the transferred asset to the extent of its continuing involvement. In that case, the Company also recognises an associated liability.
The transferred asset and the associated liability are measured on a basis that reflects the rights and obligations that the Company
has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the original
carrying amount of the asset and the maximum amount of consideration that the Company could be required to repay.
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PAYHAWK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

2.2 Summary of significant accounting policies (continued)
¢) Financial instruments - initial recognition and subsequent measurement (continued)

e Financial assets (continued)

Impairment of financial assets

The Company recognises an allowance for expected credit losses (ECLs) for all debt instruments not held at fair value through
profit or loss. ECLs are based on the difference between the contractual cash flows due in accordance with the contract and all
the cash flows that the Company expects to receive, discounted at an approximation of the original effective interest rate. The
expected cash flows will include cash flows from the sale of collateral held or other credit enhancements that are integral to the
contractual terms.

ECLs are recognised in two stages. For credit exposures for which there has not been a significant increase in credit risk since
initial recognition, ECLs are provided for credit losses that result from default events that are possible within the next 12-months
(a 12-month ECL). For those credit exposures for which there has been a significant increase in credit risk since initial
recognition, a loss allowance is required for credit losses expected over the remaining life of the exposure, irrespective of the
timing of the default (a lifetime ECL).

For trade receivables and contract assets, the Company applies a simplified approach in calculating ECLs. Therefore, the
Company does not track changes in credit risk, but instead recognises a loss allowance based on lifetime ECLs at each reporting
date.

The Company considers a financial asset in default when contractual payments are past due for 90 days. However, in certain
cases, the Company may also consider a financial asset to be in default when internal or external information indicates that the
Company is unlikely to receive the outstanding contractual amounts in full before taking into account any credit enhancements
held by the Company. A financial asset is written off when there is no reasonable expectation of recovering the contractual cash
flows.

¢ Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss, loans and
borrowings, payables, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and payables, net of directly
attributable transaction costs.

The Company’s financial liabilities include trade and other payables.

Subsequent measurement
After initial recognition, financial liabilities are subsequently measured by the Company at amortised cost using the EIR method.
Gains and losses are recognised in profit or loss when the liabilities are derecognised as well as through the EIR amortisation

process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are an integral
part of the EIR. The EIR amortisation is included as finance costs in the statement of comprehensive income.
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PAYHAWK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

2.2 Summary of significant accounting policies (continued)
¢) Financial instruments - initial recognition and subsequent measurement (continued)

Derecognition

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires. When an
existing financial liability is replaced by another from the same lender on substantially different terms, or the terms of an existing
liability are substantially modified, such an exchange or modification is treated as the derecognition of the original liability and
the recognition of a new liability. The difference in the respective carrying amounts is recognised in the statement of
comprehensive income. :

f) Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the statement of financial position if, and only
if, there is a currently enforceable legal right to offset the recognised amounts and there is an intention to settle on a net basis,
or to realise the assets and settle the liabilities simultaneously.

g) Fair value measurement
The Company did not report financial or non-financial assets at fair value at the reporting date. Fair values of financial

instruments measured at amortised cost are disclosed in Note 18.1.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. The fair value measurement is based on the presumption that the transaction to
sell the asset or transfer the liability takes place either:

¢ In the principal market for the asset or liability, or

o In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible to by the Company.

The fair value of an asset or a liability is measured using the assumptions that market participants would use when pricing the
asset or liability, assuming that market participants act in their economic best interest.
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PAYHAWK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

2.2 Summary of significant accounting policies (continued)

g) Fair value measurement (continued)

A fair value measurement of a non-financial asset takes into account a market participant's ability to generate economic benefits
by using the asset in its highest and best use or by selling it to another market participant that would use the asset in its highest
and best use.

The Company uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available to
measure fair value, maximising the use of relevant observable inputs and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised within the fair
value hierarchy, described as follows, based on the lowest level input that is significant to the fair value measurement as a
whole:

e Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities;

e Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is
directly or indirectly observable;

e Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is
unobservable.

For assets and liabilities that are measured at fair value on a regular basis, the Company reviews their categorization at the
appropriate level of the fair value hierarchy (based on the lowest level of input of data that has a significant impact on the fair
value measurement as a whole) as of the end of the reporting period and determines whether there is a need of transfer(s) from
one level to another.

The Company’s management determines the policies and procedures for both recurring measurement at fair value and non-
recurring measurement at fair value, such as assets held for sale / distribution to the owners.

At each reporting date, management analyses the movements in the values of assets and liabilities which are required to be re-
measured as per the Company’s accounting policies. For this analysis, management verifies the major inputs applied in the
latest valuation by agreeing the information in the valuation computation to contracts and other relevant documents.
Management also compares, jointly with the valuation experts, the changes in the fair value of each asset and liability with
relevant external sources to determine whether the change is reasonable.

For the purpose of fair value disclosures, the Company has determined classes of assets and liabilities on the basis of the nature,
characteristics and risks of the asset or liability and the level of the fair value hierarchy as explained above.

h) Share capital and share premium

Share capital is presented at the nominal amount of the shares issued and paid-in.

Proceeds from issued shares in excess of their nominal amount are taken to the share premium.
i) Cash dividends and non-cash distribution to owners

A liability to make cash or non-cash distributions to equity holders is recognised when the distribution is authorised and is no
longer at the discretion of the Company. A corresponding amount is recognised directly in equity.

Non-cash distributions are measured at the fair value of the assets to be distributed with fair value re-measurement recognised
directly in equity.

Upon the actual distribution of non-cash assets, any difference between the carrying amount of the liability recognised and the
carrying amount of the assets distributed is recognised in the profit or loss for the period.
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PAYHAWK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

2.2 Summary of significant accounting policies (continued)

J) Investment in subsidiaries

Subsidiaries are those companies that are controlled by PAYHAWK LIMITED (the parent company). Investments in
subsidiaries are recognised initially at cost, which comprises the consideration paid and any direct acquisition costs. Investments
in subsidiaries are carried at cost of acquisition less impairment losses in the Company’s separate financial statements. Further
details are given in Note 8.

The Company maintains a Share Option Plan to incentivize employees of the Group and external consultants. Share options
granted to employees and consultants of the Company’s subsidiaries and are considered as an increase in the investment in
subsidiary.

Dividends received from subsidiaries after their acquisition are recognised in profit or loss for the period. No dividends were
paid in 2022 (2021: Nil) by the Company’s subsidiaries.

k) Plant and equipment

Items of plant and equipment are carried at cost less the accumulated depreciation and the accumulated impairment losses, if
any. Acquisition cost includes costs related to replacement of parts of the plant and equipment, and borrowing costs on long-
term construction contracts, if they meet the criteria for recognition of an asset. When major inspection costs are incurred for a
plant and/ or equipment, its cost is recognised in the carrying amount of the respective asset as a replacement if the asset
recognition criteria are satisfied. All other repair and maintenance costs are taken to the income statement in the period in which
they were incurred.

Depreciation is calculated on a straight-line basis over the estimated useful life of the assets as follows:

Hardware 2 years (24 months)

An item of plant and equipment is derecognised upon disposal or when no future economic benefits are expected from its use
or disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal proceeds,
if any, and the carrying amount of the asset) is included in the income statement in the year the asset is derecognised.

The asset’s residual values, useful lives and methods of depreciation are reviewed, and adjusted prospectively if expectations
differ from the previous estimates, at each financial year end.

1) Lease

The Company assesses at contract inception whether a contract is, or contains, a lease. That is, if the contract conveys the right
to control the use of an identified asset for a period of time in exchange for consideration.

The Company as a lessee

Short-term leases and leases of low-value assets

The Company applies the short-term lease recognition exemption to its short-term leases (i.e., those leases that have a lease
term of 12 months or less from the commencement date and do not contain a purchase option). Lease payments on short-term
leases and leases of low- value assets are recognised as expense on a straight-line basis over the lease term.
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PAYHAWK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

2.2 Summary of significant accounting policies (continued)

m) Impairment of non-financial assets

The Company assesses at each reporting date whether there is an indication that an asset may be impaired. If any such indication
exists, or when annual impairment testing for an asset is required, the Company makes an estimate of the asset’s recoverable
amount. An asset’s recoverable amount is the higher of an asset or cash-generating unit’s (CGU) fair value less costs to sell and
its value in use. The recoverable amount is determined for an individual asset, unless the asset does not generate cash flows that
are largely independent of those from other assets or groups of assets. Where the carrying amount of an asset or a CGU exceeds
its recoverable amount, the asset is considered impaired and is written down to its recoverable amount.

In assessing an asset's 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. In determining fair
value less costs to sell, recent market transactions are taken into account. If no such transactions can be identified, an appropriate
valuation model is used. These calculations are corroborated by other valuation models or other available sources of information
for the fair value of an asset or a cash-generating unit.

The impairment calculations are based on detailed budgets and forecast calculations which are prepared separately for each of
the CGUs to which individual assets are allocated. These budgets and forecast calculations generally cover a period of five
years. For longer periods, a long term growth rate is calculated and applied to project future cash flows after the fifth year.

Impairment losses are recognised as expenses in the statement of comprehensive income, namely as operating expenses.

An assessment is made at each reporting date as to whether there is any indication that previously recognised impairment losses
may no longer exist or may have decreased. If any such indication exists the Company determines the recoverable amount of
the asset or the cash generating unit. A previously recognised impairment loss is reversed only if there has been a change in the
estimates used to determine the asset’s recoverable amount since the last impairment loss was recognised. Reversal of the
impairment loss is restricted so that the carrying amount would not exceed its recoverable amount nor the carrying amount (after
amortisation charges) that would have been determined had no impairment loss been recognised for the asset in prior years.
Such reversal of impairment loss is recognised in the statement of comprehensive income.

n) Cash and cash equivalents

Cash and short-term deposits in the balance sheet comprise cash in bank accounts and other highly-liquid short-term investments
with a maturity of three months or less. Cash and cash equivalents are carried at amortised cost using the effective interest rate
method.

For the purpose of the cash flows statement, cash and cash equivalents consist of cash and cash equivalents as defined above.

o) Provisions

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a past event, when it
is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable
estimate can be made of the amount of the obligation. When the Company expects that some or all costs that are required to
settle the provision will be recovered, through an insurance contract for example, the recovery is recognised as a separate asset,
but only when the recovery is virtually certain. The expense relating to any provision is presented in the profit or loss net of any
recoveries. If the effect of the time value of money is material, provisions are discounted using a current pre-tax rate that reflects,
where appropriate, the risks specific to the liability. Where discounting is used, the increase in the provision due to the passage
of time is recognised as a finance cost.
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PAYHAWK LIMITED
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2.2 Summary of significant accounting policies (continued)

p) Share-based payments

PAYHAWK LIMITED implemented an employee incentives plan by granting the employees options to acquire ordinary shares
of the Group (ESOP). In certain cases, consultants of the Group are granted options to purchase ordinary shares of the Group.
Given the specific nature of the services the Company receives, the Company has determined that their fair value cannot be
determined reliably. Accordingly, the Company measures the services received and the corresponding increase in equity
indirectly by using the fair value of the equity instruments provided, measured at the date the counterparties provide the services.
Considering that the period for provision the services is not long, the grant date fair value of the instruments is indicative of
their average fair value over the period of service provision.

PAYHAWK LIMITED applies the provisions of IFRS 2 regarding benefits based on shares issued to its employees and
consultants. IFRS 2 applies to all transfers of capital instruments from the parent company or from other related enterprises to
persons or organizations that provide goods or services to the relevant company. The Company has valued the services received
by its employees and consultants in accordance with the requirements applicable to share-based payment transactions settled
by issuing equity instruments and has recognised the increase in equity.

The fair value of the employee services received in exchange for the grant of options is recognised as an expense. Options are
measured based on their grant date fair value. The fair market value of options granted to acquire ordinary shares is determined
using the Black-Scholes pricing model. The model includes assumptions about the volatility of stock exchange prices, the
expected life of the options, the risk-free interest rate, and the dividend yield.

At each preparation of the statement of financial position, the Company revises its estimate of the number of options expected
to become exercisable. The Company reviews its estimates of the total number of options expected to vest and recognises the
effect in profit or loss against the corresponding adjustment in equity.

When the options are exercised, the Company transfers the corresponding reserve to accumulated loss/retained earnings.
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3. Significant accounting judgments, estimates and assumptions

The preparation of the financial statements requires management to apply accounting judgements, estimates and assumptions,
which have effect on the amount of reported assets and liabilities, and the disclosure of the contingent liabilities at the reporting
date, as well as on the income and expenses reported for the period. Uncertainties related to these assumptions and estimates
may lead to actual results requiring material adjustments in the carrying amounts of the respective assets or liabilities in
subsequent reporting periods.

Judgments

In the process of applying the Company’s accounting policies, management has made the following judgments, which have
the most significant effect on the amounts recognised in the financial statements:

Determining the lease term of contracts with renewal and termination options

The Company determines the lease term as the non-cancellable term of the lease, together with any periods covered by an option
to extend the lease if it is reasonably certain to be exercised, or any periods covered by an option to terminate the lease, if it is
reasonably certain not to be exercised.

The Company has a number of lease contracts that include an option to renew or terminate the lease. The Company applies
judgement in evaluating whether it is reasonably certain whether or not to exercise the option to renew or terminate the lease.
That is, the Company considers all relevant factors that create an economic incentive for it to exercise either the renewal or
termination. After the contract commencement date, the Company reassesses the lease term if there is a significant event or
change in circumstances that is within its control and affects its ability to exercise or not to exercise the option to renew or to
terminate (e.g., significant improvements to a leased property).

The going concern principle

The Company has prepared its financial statements for the year ended 31 December 2022 on a going concern basis, which
assumes continuity of current business activities and the realisation of assets and settlement of liabilities in the ordinary course
of business. The future financial performance of the Company is dependent upon the wider economic environment in which it
operates. Factors that particularly affect the performance of the Company include flat or negative economic growth, investor
confidence, financial instruments pricing, and the existence of subcontractors and suppliers. The COVID-19 pandemic has
heightened the inherent uncertainty in the Company’s assessment of these factors.

Although there are uncertainties regarding the duration of the COVID-19 pandemic and that of the military conflict in Ukraine,
as well as the full extent of their economic and business consequences, management will continue to monitor the situation and
take further measures, if necessary, to ensure the normal continuation of the portfolio companies’ operations in the foreseeable
future.

Based on an analysis of the twelve months from the date of authorisation of these financial statements, management has
concluded that there are no material uncertainties that may cast significant doubts as to the ability of the Company to continue
to operate as a going concern and thus, it is appropriate to prepare the financial statements on a going concern basis after
considering the financial forecasts, including after taking into account the following circumstances:

- The Company continues to have sufficient cash and cash equivalents amounting to £138,764 thousand as of 31 December
2022;

- The statement of financial position of the Company shows that current assets exceed the current liabilities by £140,032
thousand as of 31 December 2022 (2021: £77,086 thousand);

- The Company was in compliance with its financial commitments as of 31 December 2022 and as of 31 December 2021.

Management has no plans or intentions to significantly reduce the scope of operations and / or transform the Company in the
foreseeable future in a period of up to one year.
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3. Significant accounting judgments, estimates and assumptions (continued)

Estimates and assumptions

The key assumptions that relate to future and other key sources of uncertainty in the estimates at the reporting date, and for
which there is a significant risk of causing material adjustments to the carrying amounts of assets and liabilities in the next
reporting period, are set out below: :

Useful lives of plant and equipment

Financial reporting of plant and equipment involves the use of estimates for their expected useful life and residual values, which
are based on judgments of the Company’s management. Further details about useful lives of plant and equipment are given in
Note 2.2.

Share-based payments

The determination of the grant date fair value of options using the Black Scholes model depends on the parent company’s share
price, as well as on certain assumptions regarding a number of subjective variables. If any of the assumptions used in the model
changes significantly, the costs of benefits in the form of options may differ significantly in the future from those recognised in
the current period.

Deferred tax asset

The Company reported deductible temporary differences as of 31 December 2022 and 31 December 2021 (including such
related to deductible tax losses). The Company has not recognized a deferred tax asset on these temporary differences of due to
the uncertainty related to the timing of realisation of future taxable profits against which it can deduct the temporary differences.
Additional information is disclosed in Note 6 to the financial statements.

4. Standards issued but not yet effective and not early adopted

The new and amended standards and interpretations that are issued, but not yet effective, up to the date of issuance of the
Company’s financial statements are disclosed below. The Company intends to adopt these new and amended standards and
interpretations, if applicable, when they become effective.

IFRS 17 Insurance Contracts

InMay 2017, the IASB issued IFRS 17 Insurance Contracts (IFRS 17), a comprehensive new accounting standard for insurance
contracts covering recognition and measurement, presentation and disclosure. The standard is effective for annual periods
beginning on or after 1 January 2023 with earlier application permitted, provided the entity also applies IFRS 9 Financial
Instruments on or before the date it first applies [FRS 17. This is a comprehensive new accounting standard for insurance
contracts, covering recognition and measurement, presentation and disclosure. IFRS 17 applies to all types of insurance
contracts issued, as well as to certain guarantees and financial instruments with discretional participation contracts. It is not
expected that the standard would impact the financial position or performance of the Company.
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4. Standards issued but not yet effective and not early adopted (continued)

Amendments to IAS 1 Presentation of Financial Statements and IFRS Practice Statement 2: Disclosure of Accounting
policies
In February 2021, the Board issued amendments to IAS 1 and IFRS Practice Statement 2 Making Materiality Judgements (the
PS), in which it provides guidance and examples to help entities apply materiality judgements to accounting policy disclosures.
The amendments aim to help entities provide accounting policy disclosures that are more useful by:
e Replacing the requirement for entities to disclose their ‘significant’ accounting policies with a requirement to disclose
their ‘material’ accounting policies and
e Adding guidance on how entities apply the concept of materiality in making decisions about accounting policy
disclosures
The amendments are effective for annual reporting periods beginning on or after 1 January 2023. Earlier application of the
amendments to IAS 1 is permitted as long as this fact is disclosed. The Company will analyze and assess the impact of the new
amendments on its financial position or performance.

Amendments to IAS 8 Accounting policies, Changes in Accounting Estimates and Errors: Definition of Accounting
Estimates

In February 2021, the Board issued amendments to IAS 8, in which it introduces a new definition of ‘accounting estimates’.
The amendments clarify the distinction between changes in accounting estimates and changes in accounting policies and the
correction of errors. Also, they clarify how entities use measurement techniques and inputs to develop accounting estimates.
The amended standard clarifies that the effects on an accounting estimate of a change in an input or a change in a measurement
technique are changes in accounting estimates if they do not result from the correction of prior period errors. The aspect of the
definition for the accounting estimates that changes in accounting estimates may result from new information or new
developments is retained by the Board.

The amendments are effective for annual reporting periods beginning on or after 1 January 2023. Earlier application is permitted.
The Company will analyze and assess the impact of the new amendments on its financial position or performance.

Amendments to IAS 12 Income Taxes: Deferred Tax related to Assets and Liabilities arising from a Single Transaction

In May 2021, the Board issued amendments to IAS 12, which narrow the scope of the initial recognition exception under IAS
12, so that it no longer applies to transactions that give rise to equal taxable and deductible temporary differences. 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. This judgement is important in determining whether any temporary differences exist on initial recognition of the
asset and liability.

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 reporting periods beginning on or after 1 January 2023. An entity should apply the
amendments to transactions that occur on or after the beginning of the earliest comparative period presented. In addition, at the
beginning of the earliest comparative period presented, it should also recognise a deferred tax asset (provided that sufficient
taxable profit is available) and a deferred tax liability for all deductible and taxable temporary differences associated with leases
and decommissioning obligations. The Company will analyze and assess the impact of the new amendments on its financial
position or performance.

Amendments to IAS 1: Classification of Liabilities as Current or Non-current
In January 2020, the IASB issued amendments to paragraphs 69 to 76 of IAS 1 to specify the requirements for classifying
liabilities as current or non-current. The amendments clarify:

¢  What is meant by a right to defer settlement

¢  That aright to defer must exist at the end of the reporting period

o That classification is unaffected by the likelihood that an entity will exercise its deferral right

e Thatonly if an embedded derivative in a convertible liability is itself an equity instrument would the terms of a liability

not impact its classification

In July 2021 the Board tentatively decided to propose several amendments to the clarifications made in January 2020. In
particular, the Board decided to propose that if a right to defer settlement for at least twelve months is subject to an entity
complying with conditions after the reporting date, those conditions do not affect whether the right to defer settlement exists at
the reporting date for the purpose of classifying a liability as current or non-current. Additional presentation and disclosure
requirements would be applicable in such circumstances. Furthermore, the Board tentatively decided to defer the effective date
to no earlier than 1 January 2024 (from 1 January 2023).
The Company will analyze and assess the impact of the new amendments on its financial position or performance.
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PAYHAWK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

4. Standards issued but not yet effective and not early adopted (continued)

Amendments to IFRS 16 Leases: Lease Liability in a Sale and Leaseback

In September 2022, the IASB issued amendments to IFRS 16 Leases: Lease Liability in a Sale and Leaseback. The amendments
are intended to improve the requirements that a seller-lessee uses in measuring the lease liability arising in a sale and leaseback
transaction in IFRS 16, while it does not change the accounting for leases unrelated to sale and leaseback transactions. In
particular, the seller-lessee determines ‘lease payments’ or ‘revised lease payments’ in such a way that the seller-lessee would
not recognise any amount of the gain or loss that relates to the right of use it retains. Applying these requirements does not
prevent the seller-lessee from recognising, in profit or loss, any gain or loss relating to the partial or full termination of a lease.
A seller-lessee applies the amendment retrospectively in accordance with IAS 8 to sale and leaseback transactions entered into
after the date of initial application, being the beginning of the annual reporting period in which an entity first applied IFRS 16.
The amendments are effective for annual reporting periods beginning on or after 1 January 2024, with earlier application
permitted. The amendments have not yet been endorsed by the EU. The Company will analyze and assess the impact of the new
amendments on its financial position or performance.

Amendments to IFRS 10 and IAS 28 - Sale or Contribution of Assets between an Investor and its Associate or Joint
Venture

In December 2015, the IASB decided to defer the effective date of the amendments until such time as it has finalised any
amendments that result from its research project on the equity method. The amendments address the conflict between IFRS 10
Consolidated Financial Statements and 1AS 28 Investments in Associates and Joint Ventures in dealing with the loss of control
of a subsidiary that is sold or contributed to an associate or joint venture. The amendments clarify that a full gain or loss is
recognised when a transfer to an associate or joint venture involves a business as defined in IFRS 3. Any gain or loss resulting
from the sale or contribution of assets that does not constitute a business, however, is recognised only to the extent of unrelated
investors’ interests in the associate or joint. The amendments have not yet been endorsed by the EU. The Company will analyze
and assess the impact of the new amendments on its financial position or performance.

Amendments to IAS 1 Presentation of Financial Statements and IFRS Practice Statement 2: Disclosure of Accounting
policies
In February 2021, the Board issued amendments to IAS 1 and IFRS Practice Statement 2 Making Materiality Judgements (the
PS), in which it provides guidance and examples to help entities apply materiality judgements to accounting policy disclosures.
The amendments aim to help entities provide accounting policy disclosures that are more useful by:
o Replacing the requirement for entities to disclose their ‘significant’ accounting policies with a requirement to disclose
their ‘material’ accounting policies and;
e Adding guidance on how entities apply the concept of materiality in making decisions about accounting policy
disclosures.
The amendments are effective for annual reporting periods beginning on or after 1 January 2023. Earlier application of the
amendments to IAS 1 is permitted as long as this fact is disclosed. The Group will analyse and assess the impact of the new
amendments on its financial position or performance.

Amendments to IAS 8 Accounting policies, Changes in Accounting Estimates and Errors: Definition of Accounting
Estimates

In February 2021, the Board issued amendments to IAS 8, in which it introduces a new definition of ‘accounting estimates’.
The amendments clarify the distinction between changes in accounting estimates and changes in accounting policies and the
correction of errors. Also, they clarify how entities use measurement techniques and inputs to develop accounting estimates.

The amended standard clarifies that the effects on an accounting estimate of a change in an input or a change in a measurement
technique are changes in accounting estimates if they do not result from the correction of prior period errors. The aspect of the
definition for the accounting estimates that changes in accounting estimates may result from new information or new
developments is retained by the Board.

The amendments are effective for annual reporting periods beginning on or after 1 January 2023. Earlier application is permitted.
The Group will analyse and assess the impact of the new amendments on its financial position or performance.
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PAYHAWK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

4. Standards issued but not yet effective and not early adopted (continued)

Amendments to IAS 12 Income Taxes: Deferred Tax related to Assets and Liabilities arising from a Single Transaction

In May 2021, the Board issued amendments to IAS 12, which narrow the scope of the initial recognition exception under IAS
12, so that it no longer applies to transactions that give rise to equal taxable and deductible temporary differences. 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. This judgement is important in determining whether any temporary differences exist on initial recognition of the
asset and liability.

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 reporting periods beginning on or after 1 January 2023. An entity should apply the
amendments to transactions that occur on or after the beginning of the earliest comparative period presented. In addition, at the
beginning of the earliest comparative period presented, it should also recognise a deferred tax asset (provided that sufficient
taxable profit is available) and a deferred tax liability for all deductible and taxable temporary differences associated with leases
and decommissioning obligations. The Group will analyse and assess the impact of the new amendments on its financial position
or performance.

Amendments to IFRS 16 Leases: Lease Liability in a Sale and Leaseback

The amendments are effective for annual reporting periods beginning on or after January 1, 2024, with earlier application
permitted. The amendments are intended to improve the requirements that a seller-lessee uses in measuring the lease liability
arising in a sale and leaseback transaction in IFRS 16, while it does not change the accounting for leases unrelated to sale and
leaseback transactions. In particular, the seller-lessee determines ‘lease payments’ or ‘revised lease payments’ in such a way
that the seller-lessee would not recognise any amount of the gain or loss that relates to the right of use it retains. Applying these
requirements does not prevent the seller-lessee from recognising, in profit or loss, any gain or loss relating to the partial or full
termination of a lease. A seller-lessee applies the amendment retrospectively in accordance with IAS 8 to sale and leaseback
transactions entered into after the date of initial application, being the beginning of the annual reporting period in which an
entity first applied IFRS 16. It is not expected that the amendments would impact the financial position or performance of the
Group.

Amendments to IFRS 17 Insurance contracts: Initial Application of IFRS 17 and IFRS 9 — Comparative Information

The amendment is effective for annual reporting periods beginning on or after 1 January 2023, with early application permitted
respectively with IFRS 17. For entities that first apply IFRS 17 and IFRS 9 at the same time, the amendment adds a transition
option for a “classification overlay”, relating to comparative information of financial assets. An entity applying the classification
overlay to a financial asset shall present comparative information as if the classification and measurement requirements of IFRS
9 had been applied to that financial asset. Also, in applying the classification overlay to a financial asset, an entity is not required
to apply the impairment requirements of IFRS 9. The amendment is aimed at helping entities to avoid temporary accounting
mismatches between financial assets and insurance contract liabilities, and therefore improve the usefulness of comparative
information for users of financial statements. It is not expected that the amendments would impact the financial position or
performance of the Group.

Amendments to IAS 1 Presentation of Financial Statements: Non-current Liabilities with Covenants

In November 2021, the Board issued an exposure draft (ED), which clarifies how to treat liabilities that are subject to covenants
to be complied with, at a date subsequent to the reporting period. In particular, the Board proposes narrow scope amendments
to IAS 1 which effectively reverse the 2020 amendments requiring entities to classify as current, liabilities subject to covenants
that must only be complied with within the next twelve months after the reporting period, if those covenants are not met at the
end of the reporting period. Instead, the proposals would require entities to present separately all non-current liabilities subject
to covenants to be complied with only within twelve months after the reporting period. Furthermore, if entities do not comply
with such future covenants at the end of the reporting period, additional disclosures will be required. The proposals will become
effective for annual reporting periods beginning on or after 1 January 2024 and will need be applied retrospectively in
accordance with IAS 8, while early adoption is permitted. The Board has also proposed to delay the effective date of the 2020
amendments accordingly, such that entities will not be required to change current practice before the proposed amendments
come into effect. The Group will analyse and assess the impact of the new amendments on its financial position or performance.
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PAYHAWK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

5. Revenue and Expenses

5.1 Revenue from contracts with customers

Set out below is a breakdown of the Company’s revenue:

2022 2021
£000 £000
Revenue from online access services to internally-generated software 1,983 614
(Software as a Service)
Revenue from related parties 1,286 -
Total revenue from contracts with customers and third parties 3,269 614
Point in time when revenue is recognised
Services transferred over time 3,269 614
Total revenue from contracts with customers 3,269 614

Revenue from related parties refers to services provided to subsidiaries of the Company. Those services include administrative
services and lead generation services.

5.2 Cost of sales
2022 2021
£000 £000
Customer service costs (58) -
Related parties service costs (82) (666)
(140) (666)
5.3 Sales, marketing and advertising expenses
2022 2021
£000 £000
Consulting services (2,841) -
Online advertising and content (2,174) (407)
Payroll costs of Sales & Marketing personnel (1,462) (47)
Related party services (1,070) -
Offline campaigns (2,128) (245)
PR services (127) (69)
Share based options cost — ESOP (Note 12) (170) (8)
Outbound (234) 7
Other marketing expenses (59) (18)
(10,265) (801)
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PAYHAWK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

5. Revenue and Expenses (continued)

5.4 Administrative and other operating expenses

2022 2021
£000 £000
Accounting and legal services (1,532) (84)
Other  hired  service  expenses  (recruitment,  website  support,
translation/interpretation services, etc.) (1,327) 20)
Related party services 951) -
Short-term office leases (730) (34)
Software subscriptions (543) (16)
Payroll costs of General & Administrative personnel (432) (56)
Share based options cost — ESOP (Note 12) (47) ©)
Bank charges (64) (8)
Insurance (38) (7)
Consulting services (36) .
Hardware and other equipment (20) _
Know Your Customer related costs (13) 3)
Other (262) (18)
(5,995) (255)
5.5 Interest expense and foreign exchange gains/(losses), net
2022 2021
£000 £000
Interest expenses on bank accounts 64) 1)
Total interest expenses ‘ 64) 1)
Realised foreign exchange differences, net 247 76
Unrealised foreign exchange differences, net 13,679 (1,408)
Foreign exchange gains/(losses), net 13,926 (1,332)

The unrealized foreign exchange differences arise mainly on the revaluation of cash in bank accounts at the amount of
€132.6 million (2021: €81 million)
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PAYHAWK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

6. Income tax

The major components of income tax for the years ended 31 December 2022 and 2021 are:

2022 2021
Statement of comprehensive income £000 £000

Tax expenses - -

Income tax expenses recognised in profit or loss - -

The income tax rate effective in 2022 is 19% (2021: 19%). The effective tax rate in 2023 is 19%.

A reconciliation between the income tax expense and the accounting profit multiplied by the effective tax rate for the years
ended 31 December 2022 and 31 December 2021 is as follows:

2022 2021

£000 £000
Accounting loss before taxes 932 (2,496)
Income tax benefit at the effective tax rate of 19% for 2022 (2021: 19%) Q177 474
Permanent tax differences (169) (8)
Temporary differences, for which no deferred tax asset has been
recognised 41) 3)
Unused tax losses, for which no deferred tax asset has been recognised - (463)
Utilisation of previously unrecognised tax losses 387 -

Income tax expense - -

Deferred tax assets on deductible temporary differences, including such relating to tax loss carry forward, were not recognised
by the Company as of 31 December 2022 and 31 December 2021 as there is uncertainty over future taxable profits of the
Company.

The company has £507 thousand tax losses carried forward as of 31 December 2022 (31 December 2021: £2,544) for which no
deferred tax asset has been recognised.

The unrecognized deferred tax assets on other deductible temporary differences not related to tax losses relate to:

2022 2021
£000 -£000
Share-based payments 41 3
- Unused paid leave 5
46 3
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PAYHAWK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

7. Plant and equipment

Hardware Assets in progress Total
£000 £000 £000

Cost:
At 1 January 2021 - - -
Additions 2 - -
At 31 December 2021 2 - 2
Additions 99 19 118
Disposals 2) - 2)
At 31 December 2022 99 19 118
Depreciation:
At 1 January 2021 - - -
Depreciation charges for the year - - -
At 31 December 2021 - - -
Depreciation charges for the year (19) - 19)
Disposals - - -
At 31 December 2022 (19) - 19
Net book value:
At 1 January 2021 - - -
At 31 December 2021 2 - 2
At 31 December 2022 80 19 99

Impairment of plant and equipment

Based on an impairment testing of plant and equipment, the Company’s management has not found indications that the assets’
carrying amount exceeds their recoverable amount.

8. Investment in subsidiaries

In January 2020, the shareholders of Payhawk EOOD and PAYHAWK LIMITED signed a share swap agreement according to
which the shareholders of Payhawk EQOD transformed their shares into shares of PAYHAWK LIMITED and Payhawk EOOD
became a subsidiary of PAYHAWK LIMITED.

The Company maintains a Share Option Plan to incentivize employees of the Group and external consultants. The total amount
of the fair value of the granted shares in 2022 and 2021 is respectively £3,174 thousand and £591 thousand, of which £2,957
thousand and £574 thousand, respectively, are granted to employees and consultants of Payhawk EOOD, Payhawk GmbH and
Payhawk Inc and are considered as an increase in the investment in subsidiary within the individual financial statements of
PAYHAWK LIMITED (see Note 12)
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PAYHAWK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

8. Investment in subsidiaries (continued)

Number of shares

(in thousands) Amount

£000
At 1 January 2021 4,543 3,556
Capital increase by resolution of 30 March 2021 1,134 498
Capital increase by resolution of 27 May 2021 5,868 2,579
Incorporation on 27 September 2021 13 11
Increase in investment as a result of share options grant - 574
At 1 January 2022 11,558 7,218
Capital increase by resolution of 3 February 2022 — Payhawk EOOD 29,337 12,657
Incorporation on 22 April 2022 — Payhawk UAB 2,500 2
Incorporation on 29 April 2022 — Payhawk Inc 1 -
Incorporation on 22 March 2022 — Payhawk DAC 1 -
Incorporation on 29 April 2022 — Payhawk Spain S.L. 1 3
Increase in investment as a result of share options grant - 2,957
At 31 December 2022 11,545 22,837

On 27 September 2021, the Company established Payhawk GmbH as a fully owned subsidiary. The nominal share capital of
the Company amounts to €25,000, 50% of which is paid as of 31 December 2022.

On 22 March 2022, the Company established Payhawk DAC as a fully-owned subsidiary. The nominal share capital of the
Company amounts to €1, which is fully-paid as of 31 December 2022.

On 21 April 2022, the Company established Payhawk Financial Services Limited as a fully-owned subsidiary. The nominal
share capital of the Company amounts to £1, which remains unpaid as of 31 December 2022.

On 22 April 2022, the Company established Payhawk UAB as a fully owned subsidiary. The nominal share capital of the
Company amounts to €2,500, which is fully-paid as of 31 December 2022.

On 29 April 2022, the Company established Payhawk Inc as a fully-owned subsidiary. The nominal share capital of the
Company amounts to $10, which is fully-paid as of 31 December 2022.

On 29 April 2022, the Company established Payhawk Spain S.L. as a fully-owned subsidiary. The nominal share capital of
the Company amounts to €3,000, which is fully-paid as of 31 December 2022.

9. Trade and other receivables, and other assets
Trade receivables

2022 2021

£000 £000
Trade receivables from third-party customers, gross 108 102
Less: Accumulated impairment of bad and doubtful debts (67) (35)
Trade receivables, net of bad and doubtful debts 41 67
Prepayments 516 180
Deposits 287 30
VAT receivables 120 23
Capitalised contract costs 73 -
Contract assets 38 -
Related party receivables (Note 14) 4 1,247 1

2,322 301

Trade receivables are not interest bearing and are usually settled from 10 to 30 days.Trade receivables with nominal value
of £67 thousand were provided for as of 31 December 2022 (31 December 2021: £35 thousand) as a result of an analysis of
their collectability conducted by the Company’s management.
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PAYHAWK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

10. Cash and cash equivalents

2022 2021

£000 £000

Cash in bank accounts 138,764 77,148
138,764 77,148

Cash in bank accounts is accrued at floating interest rates based on daily interest rates on bank deposits. The fair value of cash
and short-term deposits as of 31 December 2022 is £138,764 thousand (31 December 2021: £77,148 thousand). As of 31
December 2022, and 31 December 2021 a significant portion of the cash of the Group was held with SVB UK (Note 18) Based
on tests for expected credit losses on cash and cash equivalents, management considers their potential amount immaterial to the

financial statements.

11. Share capital and reserves

11.1 Share capital

2022 2021
£000 £000
Deferred shares at £0.01 each (2021: £0.01) 4 4
Ordinary shares at £0.01 each (2021: £0.01) 33 33
Pre-Seed preferred shares at £0.01 each (2021: £0.01) 5 5
Seed preferred shares at £0.01 each (2021: £0.01) 21 71
Series A prefereed shares at £0.01 each (2021: £0.01) 25 25
Series B preferred shares at £0.01 each (2021: £0.01) 25 25
Series B1 preferred shares at £0.01 each 17 ;
130 113
Set out below is the movement of share capital:

Number of Registered and
shares (in issued capital (in
thousand) £000)

At 1 January 2021 _ 66 66
By resolution of 8 January 2021 capital subdivision 6,642 66
By resolution of 9 April 2021 Series A shares issued and paid 2,455 25
By resolution of 27 May 2021 shares option exercise 59 1
By resolution of 22 November 2021 Series B shares issued and paid 2,025 20
By resolution of 22 November 2021 shares option exercise 96 1
At 31 December 2021 11,278 113
By resolution of 28 February 2022 Series B1 shares issued and paid 1,381 17
At 31 December 2022 12,658 130

All shares are fully paid.

On 8 January 2021 the entire issued share capital of the Company of 66,418 shares of £1.00 each was subdivided into 6,641,800
shares of £0.01 each and in each case such shares having the rights and being subject to the same restrictions (save as to nominal

value) as the existing shares.

30



DocuSign Envelope ID: 5498AE36-4DDC-4DB2-8683-D7C8319D5F0C

PAYHAWK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

11. Share capital and reserves (continued)

11.1 Share capital (continued)

Maximum liability attached to the holders of the shares

For all the Share classes the liability of the holders is limited to the amount of the unpaid portion of the shares held by them.
Liquidation Event and Dividends

The order in which dividends and funds in case of liquidation are distributed is as follows in case funds are not sufficient:
Preferred shares, Deferred shares, Ordinary Shares.

Conversion to Ordinary Shares

All preferred shares will be automatically converted into Ordinary Shares immediately upon the occurrence of an Initial Public
Offering.

Series A preferred shares, Series Seed preferred shares and Series Pre-Seed preferred shares shall automatically convert into
Ordinary Shares immediately on the date a notice is given by the Investor Majority.

Series B1 preferred shares shall automatically convert into Ordinary Shares immediately on the date a notice is given by the
Series B1 Majority, where Series B1 Majority means the holders of not less than 75% of the Series B1 preferred shares, which
must include Lightspeed.

Series B preferred shares shall automatically convert into Ordinary Shares immediately on the date a notice is given by the
Series B Majority, where B1 Majority means the holders of not less than 75% of the Series B preferred shares, which must
include Greenoaks. )

Upon conversion all the Ordinary shares resulting from that conversion will rank pari passu with the existing issued Ordinary
Shares.

Anti-Dilution rights

Series B1 preferred shares, Series B preferred shares, Series A preferred shares, Series Seed preferred shares have anti-dilution
rights in the case of issuance of new shares.

Appointment of Directors

The board of the directors of the Parent Company will be limited to 6 members. The holders of Series B1 preferred shares,
Series A preferred shares, Series Seed preferred shares, Series Pre-seed preferred shares each have the right to appoint a director
to the board. Separately, subject to the terms and the conditions of the articles of association — Hristo Borisov, Boyko Karadzhov
and Konstantin Dzhengozov have the right to appoint two directors to the board.

11.2 Share premium

2022 2021
£000 £000
At 1 January 85,190 3,177
Movement during the year 74.621 82.174
Net of legal costs associated with funding rounds (80) (161)
At 31 December 159,731 85,190

Movements in share premium are related to funding rounds to obtain additional financing which took place in 2022 and 2021
in PAYHAWK LIMITED.

11.3 Other capital reserves

The other reserves of the Company amounted to £4,454 thousand and £1,279 thousand, respectively, as of 31 December
2022 and 2021, and related to the reporting of_share-based payment transactions (see Note 12).
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PAYHAWK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

12. Share-based payments
Payhawk Limited implements an employee incentives plan in the form of participations in the capital by granting the
employees options to acquire ordinary shares of the Group (ESOP). The plan allows for the granting to employees and
certain consultants of awards in the form of options to acquire ordinary shares. Each option grants the right to acquire one
ordinary share of Payhawk Limited .

The Company estimates the grant date fair value of share options using the Black-Scholes valuation model. Black-Scholes
valuation models include assumptions about the share price volatility, the expected life of options, the risk-free interest rate,
and the dividend yield.

Option agreements may include a vesting schedule during which the options vest in tranches over a series of time. The
options shall lapse maximum at the tenth anniversary of the option grants.

The following table lists the inputs to the model used for the years ended 31 December 2022 and 2021, respectively:

2022 2021
Weighted average share price (£) £23.65 £7.11
Expected volatility (%) 53.75% 53.17%
Dividend yield (%) 0.00% 0.00%
Expected life of share options (years) 6.06 6.102
Risk—free interest rate (%) 2.72% 0.847%

Expected volatility is based on historical volatility, adjusted if the historical data is not indicative of future expectations.
However, in case of Payhawk, there is insufficient data on historical estimated stock prices, making it difficult to determine
a reasonable historical volatility. Because of this, the Company used public peer company’s data to estimate expected
volatility.

As of 31 December 2021, the fair value of the share options granted to employees and external consultants of Payhawk
EOOD is £1,590 thousand and share based payment expense for 2021 related to share option grants to Payhawk Limited
employees is £17 thousand (Note 5.3 and 5.4). As of 31 December 2022, the fair value of the share options granted to
employees and external consultants of Payhawk Group is £3,174 thousand and share based payment expense for 2022
related to share option grants to Payhawk Limited employees is £217 thousand (Note 5.3 and 5.4).

2022 2021

Number of Weighted average Number of Weighted average

shares exercise price shares exercise price

£ £

Share options as of 1 January 804,271 1.28 751,300 0.25

Granted 554,217 21.25 225,495 3.97

Exercised - - (155,588) 0.16
Cancelled (owned by terminated

employees) (124,201) 26.67 (16,936) 1.57

Share options as of 31 December 1,234,287 7.69 804,271 1.28

Exercisable options (vested) 595,105 0.70 415,704 0.19

No options were exercised in 2022. In May 2021, 59,380 options were exercised and in December 2021 — 96,208 options.

The weighted average prices per share at the option exercise date were £6.77 and £33.15, respectively.
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PAYHAWK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2022

13. Trade and other payables

2022 2021

£000 £000

Trade payables 663 67
Unused paid leave 23

Other liabilities 6 50

692 117

Trade and other payables are not interest bearing and are usually settled within 30 days or depending on the agreed term, if
any. As of 31 December 2021, other payables represent stamp duty payables to HMRC in relation to share options exercise
of employees of Payhawk EOOD. As of 31 December 2022, other payables represent pension payables.

14. Related party disclosures

The Company does not have a person or legal entity holding more than 25% of the share capital of the Ultimate Parent
Company, which is Payhawk Limited.

The Company's subsidiaries as at 31 December 2022 and as at 31 December 2021 are set out below. Unless otherwise stated,
they have share capital consisting of equity instruments that are held directly by the group, and the proportion of ownership
interests held equals the voting rights held by the group. The country of incorporation or registration is also their principal
place of business.

Place of Ownership interest held
business/country by the group
Name of Entity of incorporation 2022 2021 Principal Activities

% %
R Development, distribution, marketing and sale
Payhawk EOOD Bulgaria 100 100 of software products and related services
" Provision of business development, marketing
Payhawk GmbH Germany 100 100 and customer support to the parent entity
. . Provision of business development, marketing
Payhawk Spain S.L. Spain 100 n/a. and customer support to the parent entity
Payhawk DAC Ireland 100 a Provision of Payhawk Group’s credit product to
customers
Provision of SaaS subscriptions and payment
Payhawk Inc. USA 100 a services in the USA market
. . Distributor and card program manager of
Payhawk UAB Lithuania 100 n/a customers within the EU market
Payhawk Financial UK 100 /a Distributor and card program manager of
Service Limited customers within the UK market

Payhawk Spain S.L. has the intention to provide these services going forward from 2023 onwards and as of 31 December 2022
Payhawk Spain S.L. did not have any employees.
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14. Related party disclosures (continued)

The total amount of related party transactions and balances due in the current and prior period are presented as follows:

Purchases Amounts due  Amounts due
Sales torelated  from related from related to related
parties parties parties parties
£000 £000 £000 £000
Sales to/purchases from related parties
Subsidiaries 2022 1,286 2,103 1,247 5
Subsidiaries 2021 - 666 1 172
2022 1,247 5
2021 1 172

Terms and conditions of related party transactions

Sales to and purchases from related parties are made at contracted prices. Outstanding balances at the year-end are unsecured,
interest-free, and the settlement is made in cash. There were no impaired receivables from related parties at 31 December 2022
(2021: Nil). The Management assess the amount of impairment every financial year based on an analysis of the financial position
of the related party and the market in which it operates.

No remuneration to key management personnel has been paid in 2022 or 2021.

15. Commitments and contingent liabilities

Capital commitments and lease commitments

The Company had no capital commitments as of 31 December 2022 and 31 December 2021.

Legal claims

No legal claims have been brought against the Company.

Others

The management of the Company does not consider that there are significant risks as a result of the dynamic fiscal and regulatory
environment in the UK, which would require adjustments in the financial statements for the year ended 31 December 2022 and

31 December 2021.
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16. Financial risk management objectives and policies

The principal financial liabilities of the Company consist of trade payables.

In 2022 and 2021, the Company neither held nor traded with derivative financial instruments.

The major risks arising from the Company’s financial instruments are interest rate risk, liquidity risk, currency risk, and credit
risk. The risk management policy of the Company is summarised below.

Interest rate risk

The Company is exposed to changes in market interest rates mainly with respect to its short-term and long-term financial
liabilities bearing variable (floating) interest rates. It is a policy of the Company to manage its interest expenses through the use
of financial instruments with fixed and floating interest rates. The Company did not hold variable-rate interest-bearing liabilities
as of 31 December 2022 and 31 December 2021.

Liquidity risk
The effective management of the Company’s liquidity presumes that sufficient working capital will be ensured mainly through
contributions to the capital by the parent company.

At 31 December the maturity structure of the Company’s financial liabilities, based on the agreed undiscounted payments, is
presented below:

As of 31 December 2022

On 1-5
demand <3 months 3-12 months year > 5§ years Total
£000 £000 £000 £000 £000 £000
Trade and other payables - 670 - - - 670
- 670 - - - 670
As of 31 December 2021
On 3-12 1-§
demand <3 months months year > § years Total
£000 £000 £000 £000 £000 £000
Trade and other payables - 117 - - - 117
- 117 - - - 117
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16. Financial risk management objectives and policies (continued)

Currency risk

The Company executes purchases and sales and receives financing in foreign currency — EUR. As a result, the Company is
exposed to a significant currency risk in relation to the changes in foreign exchange rates. As of 31 December 2022 the closing
rate is 0.88693 EUR/GBP and as of 31 December 2021, the closing rate is 0.8927 EUR/GBP.

The following table demonstrates the sensitivity to a reasonably possible change in EUR exchange rate with the impact on the
Company’s profit before tax (due to changes in the net book value of the monetary assets and liabilities), with all other variables
held constant.

Effect on profit

Change in EUR rate before tax

£000

2022 + 5% 4,344,
- 5% (4,344)

2021 +5% 3,422
-5% (3,422)

Credit risk

The Company trades only with recognised, creditworthy contractors. It is the Company’s policy that all customers who wish to
trade on credit terms are subject to credit verification procedures. Moreover, the trade receivable balances are monitored
currently, and as a result of that the Company’s exposure to bad and doubtful debts is insignificant. With respect to credit risk
arising from the other financial assets of the Company, such as cash, the Company’s exposure arises from default of the
counterparty. All cash balances are held with institutions which are rated by Fitch as at 31 December 2022 as BBB or better.
We note a subsequent event that arose regarding cash balances that are held with Silicon Valley Bank UK, which has been
purchased by HSBC UK. Refer to Note 18 Events after the reporting date, for further details. The maximum exposure of the
Company to credit risk in relation to the recognised financial assets equals their respective carrying amount as per the balance
sheet as of 31 December 2022.

The maximum exposure of the Company to credit risk in relation to the recognised financial assets equals their respective
carrying amount as per the balance sheet as of 31 December 2022 and 31 December 2021.

Capital management

The primary objective of the Company’s capital management is to ensure that it maintains a stable credit rating and capital
ratios to support its business and maximise sole equity owner value.

The Company manages its capital structure and makes adjustments to it in light of changes in economic conditions. No changes
were made in the objectives, policies or processes for managing capital during the years 2022 and 2021.

There are no external capital requirements imposed on the Company.
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17. Financial instruments

Fair value of financial instruments

The table below compares the book value of the financial instruments of the Company with their fair value:

Book value Fair value

2022 2021 2022 2021

£000 £000 £000 £000
Financial assets
Trade and other receivables 366 121 366 - 121
Cash and cash equivalents 138,764 77,148 138,764 77,148
Financial liabilities
Trade and other payables 670 117 670 117
Related party payables 5 172 5 172

The fair value of the financial instruments of the Company is determined as the price at which a financial asset could be sold or
a financial liability settled in an arm’s lenght transaction between market participants at the date of the assessmnet. The
following methods and assumptions were used to estimate the fair values of financial assets and liabilities:

e Cash, trade receivables, trade receivables, and trade payables — their fair values approximate their book values due to
the short-term maturities of these instruments.

18. Events after the reporting date

On 10 March 2023, Silicon Valley Bank UK (SVB) was put into administration by the Bank of England, where a large portion
of cash and cash equivalents of the Group were being held. SVB was purchased by HSBC UK and continued business as usual.
The Group was able to access its funds and redirect them with there being no impact on the operations of the Group.

On 30 March 2023, the Board took a decision to increase the Common Stock of Payhawk Inc. by 4,000,000 shares at $1 each.

On 30 March 2023, the Board took a decision to increase the authorised share capital of Payhawk DAC by 2,000,000 shares at
€1 each.

On 30 March 2023, the Board took a decision to increase the registered capital of Payhawk EOOD by 19,558,300 shares at
BGN 1 each.

On 3 May 2023, the Board took a decision to increase the authorised share capital of Payhawk Financial Services UAB from
€2,500 to €2,620,000, revocation of the entire Board of Payhawk Financial Services UAB and electing Hristo Borisov,
Konstantin Dzhengozov, Saulius Zlabys and Mantas Litvinas with Hristo Borisov being appointed the Chairman of the Board
and Saulius Zlabys being appointed the CEO. The Board also took a decision to amend the Articles of Association of Payhawk
Financial Services UAB and form an auxiliary capital of €30,000.

The Group treats the above events as non-adjusting events that have occurred after the end of the reporting period.
Besides the above, no other events have occurred between 31 December 2022 and the date of authorisation for issue of the

financial statements, which may require additional adjustments and/or disclosures in the financial statements of the Group for
the year ended 31 December 2022.
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