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ECKOH PLC STRATEGIC REPORT

HIGHLIGHTS OF THE YEAR
Eckoh pl¢ (AIM: ECK), the global provider of secure payment products and customer contact solutions, is pleased to announce
its final results for the year ended 31 March 2018.

£m unless otherwise stated FY18 FY17 change
Revenue 30.0 29.1 3%

Recurring Revenue % 76% 76% - bps

US revenue mix % 37% 33% + 400 bps
Gross profit 22.9 20.3 13%
Adjusted EBITDA? 6.5 5.8 13%
Adjusted Operating Profit? 5.3 43 22%
Adjusted operating profit margin 17.7% 14.8% +290 bps
Statutory PBT 2.4 1.6 50%
Diluted Earnings per share 1.03p 0.56p 84%
Proposed Full Year Dividend per share 0.55p 0.48p 15%
Net Cash 3.6 0.2 n.m.

Strategic highlights:

e  Full year results in line with market expectations
e  Growth in revenues, margin and profit
e USrevenues up 16%, or 32% at organic local currency, representing 37% of Group revenues
e  Excellent progress in US Secure Payments revenues up 179% to $6.7m (FY17: $2.4m)
e 12 payment contracts won worth $9.3m (FY17: nine contracts worth $8.3m)
e Unrecognised payments revenue of $9.7m (FY17 $6.5m); encouraging pipeline for 2018
e Two new 20 year patents awarded, underpinning all US payments revenue
e Year of transition in the UK
e Restructured UK sales function and focus on larger strategic accounts bearing fruit
e More than twice the number of contracts won in H2 compared to H1
e Strong order book offering renewed momentum
Financial highlights:
e Revenues up 3% to £30.0m, or 7.6% at organic constant currency®
Gross profit increased 13% to £22.9m (FY17: £20.3m)
Adjusted Operating Profit® up to £5.3m (FY17: £4.3m)
Profit before taxation £2.4m (FY: £1.6m)
Balance sheet significantly strengthened with net cash of £3.6m (FY17 £0.2m)
Increased proposed final dividend of 0.55p per share (FY17: 0.48p)

Current Trading:
e  Two three-year UK contracts worth a combined £1.3m won in the insurance sector since period end
e  Four-year US payment contract win worth $1.1m with large healthcare company since period end
e Significant increase in interest in Omni-channel offering and chatbot technology

1. Recurring revenue is defined as on-going monthly revenue, rather than revenue derived from the set-up and delivery of a new service or the
delivery of hardware.

2. Adjusted earnings before interest, tax, depreciation and amortisation (EBITDA) is the profit before tax adjusted for depreciation, amortisation,
finance income, finance expense, legal fees and settlement costs, and expenses relating to share option schemes and acquisitions. A reconciliation
of this adjusted measure to statutory profit before tax can be found on page 11.

3. Adjusted operating profit is the profit before adjustments for finance income, finance expense, legal fees and settlement costs, and expenses
relating to share option schemes and acquisitions. A reconciliation of this adjusted measure to statutory profit can be found on page 11.

4.  Organic constant currency excludes the closed Professional Services division and K2C division and uses last year's exchange rates to translate both
last year and this year revenues for a comparison.

3|Page



CHAIRMAN'’S STATEMENT

| am delighted to have been asked to join the Board as a Non-
Executive Director in June last year and subsequently, at the
AGM, be appointed as Chairman of the Company and its Board.

Results

| am pleased to report on the progress Eckoh has made over the
past twelve months. The financial results to 31 March 2018, show
continued progress with both revenue and adjusted operating
profit! growth.

In the US the Secure Payments opportunity remains the largest
single opportunity for the group and during the year the US team
secured $9.3 million new orders (2017: $8.3m) in this revenue
channel. The first deal, worth a minimum of $1.9 million, was
signed through West since it was acquired by Apollo Global
Management in May 2017. Strategically, the business is
developing partnership arrangements, with the intention of
accelerating the future growth rate and | am delighted that
Kathleen Phillips has joined the US team as Head of Channel Sales.

In the UK business, we made progress in the second half of the
year after the restructuring of the Sales team. In the UK we
secured a number of sizeable contract wins in the second half,
which will start to deliver revenues in the coming year. The UK
business now has a stronger pipeline of opportunities that they
are working on.

The Company will be implementing IFRS 15 Revenue from
Contracts with Customers, with effect from 15t April 2018, on a
fully retrospective basis. When the Company reports the Interim
Results in November, the Financial Statements will be presented
against restated Financial Statements for the year ended 31
March 2018. Whilst, the impact of IFRS 15 is significant for the
Group’s results, particularly in the US market, where the Group
has the most opportunity and the business is the least mature, it
is important to note that neither the business model nor the
Group’s market opportunity is impacted. The Group does not
intend to change the commercial model of the business, so cash
generation is also not impacted by the implementation of IFRS 15.

The Board recommends a final dividend of 0.55 pence per
Ordinary Share (2017: 0.48p), which, subject to approval by
Shareholders at the 2018 AGM will be paid on 26 October 2018.

Board

Firstly, | would like to thank Chris Batterham for his significant
contribution as Chairman over the last 8 years together with Peter
Simmonds who served as a Non-Executive Director and

Remuneration Committee Chairman over 18 months, until he
resigned in December 2017. [ would also like to welcome David
Coghlan to the Board; David joined the Board on 1 December
2017 as a Non-Executive Director and Remuneration Committee
Chairman. Full details of the current Directors are on page 15.

Corporate Governance

In the governance section we outline how we have complied with
the UK Corporate Governance Code (the Code); where our
policies depart from the code; and an explanation of the reasons
for that departure. During the current year, with the recent
release of the Quoted Companies Alliance Corporate Governance
Code and the impending changes to the Financial Reporting
Council UK Corporate Governance Code, we will review the
Corporate Governance Code that is most appropriate to the
Group

In addition, whilst risks & uncertainties have been monitored
internally for some time these have not previously been disclosed
in the Annual Report. Full details of the Company’s Principal Risks
and uncertainties are on page 9 to 10.

People

Our strong progress in the last year and future success is down to
the hard work and dedication of all our employees across the
Group, and on behalf of the Board | would like to thank them for
their dedication and hard-work over the last 12 months.

I, and all my Board colleagues, plan to attend the AGM on 19
September 2018 and we look forward to the opportunity to meet
with as many Shareholders as possible on the day.

Christopher Humphrey
Chairman
13 June 2018

1.  Adjusted operating profit is the profit before adjustments for
finance income, finance expense, legal fees and settlement costs,
and expenses relating to share option schemes and acquisitions. A
reconciliation of this adjusted measure to statutory profit can be
found on page 11.
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Chief Executive Review

I am pleased to report a year of growth for Eckoh, and a
particularly strong performance in the United States as we scale
our Secure Payments proposition.

Our momentum in US Payments is pleasing, where we are the
market leader in contact centre security. Another strong year of
US Secure Payments contract wins was further strengthened by
many of our largest Secure Payments deployments successfully
going live, which gives us positive case studies and customer
references that we can leverage for further new customer
growth. In US Payments, given the size of the market
opportunity, the quality of our patented products and the limited
competition, we expect to see strong US growth over the coming
years.

As outlined at the half year, trading in the UK has been more
challenging, but the changes we have made halfway through the
year to the sales team and further organisational changes at the
beginning of this year have resulted in a marked improvement
and renewed activity both direct and via channel partners.
Second half sales performance and contract wins were
significantly improved on the first half and the pipeline is strong.
Whilst the Group did not secure any new contracts through the
Capita channel during the year, for the first time since our
partnership started five years ago, current activity levels give us
cause for optimism that this year will see a more normal picture
and improved performance. As a result, in overall terms we would
anticipate that the UK operation will have a stronger year than
last.

Highly complementary products and attractive proposition

Eckoh’s go-to-market proposition encompasses two highly
complementary areas: secure payments products and customer
contact solutions. We continue to see good demand in both
areas, as customers recognise the value of our combined offering.
With the recent arrival of the General Data Protection Regulation
(“GDPR”), we anticipate further demand for our proposition, as
businesses are required to increase their commitment to best-in-
class data protection and focus on greater levels of compliance
with security regulation.

Our proposition comprises two key parts:

e The Group’s patented Secure Payment products
remove sensitive personal and payment data from IT
environments and contact centres. This helps
organisations to reduce the risk of fraud; secure
sensitive data; comply with the Payment Card Industry
Data Security Standards (“PCI DSS”) and wider security

regulations such as GDPR. Our Secure Payments
products are generally straightforward to deploy; enjoy
extremely high renewal rates and provide an excellent
platform from which to cross-sell other Eckoh solutions
to our customer base.

e The Group’s Customer Contact solutions help
organisations transform the way they engage with their
customers by enabling enquiries and transactions to be
performed on whatever device the customer chooses,
through whatever form of communication. Eckoh’s
proposition includes interactive voice, web, email, SMS,
mobile, WebChat, chatbots and social media, enabling
our clients to increase efficiency, lower operational
costs and provide a true Omni-channel experience.

Contracts for both propositions are typically multi-year in length
and have a high proportion of recurring charges, usually
underpinned by minimum commitments. Eckoh’s two key
markets are the UK and US, although the Group also sells its
payments services in other international markets. In the UK,
almost all solutions are delivered from Eckoh’s hosted managed
service platform, whilst in the US customers are currently more
predicated to deploy our solutions on site.

In the UK the Group sells its full portfolio of services and over the
course of the last 15 years has built a client base of 90! customers,
many of which have been with the Group for more than a decade.
Of these 90 clients, 45% take a combination of both our Payment
services and Customer Contact solutions. In the US, a territory
that Eckoh entered only four years ago, the Group's focus is on
products where we have the greatest differentiation and the least
competition — such as secure payments, contact centre
infrastructure support and our browser-based agent desktop
tool, Coral. It is anticipated that we will be taking some of the
Omni-channel offering, notably secure webchat, into the US
market this year.

A significant and largely untapped market opportunity

Our target market both in the UK and US is any sizeable enterprise
or organisation that either transacts or engages with its
customers at scale and at volume. This activity will usually be
supported either by an in-house or outsourced contact centre
provider. The greater the volume of transactions or customer
engagement activity that organisation has, the more attractive
they are to Eckoh, and the larger the contact centre operation
supporting the organisation is likely to be.

The contact centre industry in the UK and US is so large that, in
each case, it represents around 4% of the entire workforce, and
the industry continues to grow. According to ContactBabel, at the
end of 2017 there were 6,200 contact centres in the UK with
770,000 agent seats employing nearly 1.3 million staff. We
typically target organisations that utilise contact centres with
more than 50 agent seats and this represents over 2,500 in
number and over 500,000 agent seats. With 90 clients each
generating more than £25k of annual revenue, we cover just over
3% of our addressable UK market.

1. Clients who each generate more than £25,000 of revenue per
annum.
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The US market is five times larger than the UK with over 40,000
contact centres and over 3.6 million agent seats, employing 6
million staff. There are 14,000 US contact centres with more than
50 seats, representing 2.9 million agent seats in total. With a base
of 461 clients in the US today (FY17: 41} we cover less than 1% of
our addressable US market.

With regulation tightening and the financial impact of data
breaches and fraud growing, organisations around the world are
increasingly looking for ways to secure themselves and we see
that trend only continuing. Information security budgets and
remit is broadening, and this can only benefit Eckoh with our
payments proposition enabling companies to effectively remove
the risk of data breach from some of the most challenging parts
of their businesses. With so little of our target market currently
addressed, and with very limited competition to our offering, this
represents a huge opportunity for Eckoh in the coming years.

But mining this potentially huge opportunity requires a
disciplined approach. As a result, we are focusing our sales and
R&D resources on segments where clients prioritise the volume
or value of payment transactions, the sensitivity of the data
handled or the level of engagement with the customer. Our
priority sectors include companies in the insurance, retail and
distribution, financial services, transport and travel, healthcare
and utilities industries.

A clear growth strategy

Our strategic objectives reflect our aim to become the global
leader in our areas of expertise, and in particular, Secure
Payments in the US.

Our objectives include:

e  Expanding our US footprint and the size of our team to
capitalise on the fast-growing market for secure
payment opportunities

e  Broadening channel partnerships in both UK and US
markets

e  Continuing to extract value from the businesses
acquired in recent years

e Continuing to invest in R&D to underpin next
generation product development; protect and enhance
our proprietary technologies; and maintaining our
market leading position
Maximising client value through cross-selling
Continuing to evaluate acquisition opportunities that
can support our growth strategy, where timely and
accretive, but on an opportunistic basis.

Operational Review

US Division (37% of Group revenue, 57% recurring revenue?)
This was a strong performance from the US Division. Revenue
from US operations increased by 14% to £11.1m (FY17: £9.7m)
and now represents 37% of Group revenues. Included in the
results for last year was the closed Professional Services activity
(FY17: $1.6m). Excluding the closed Professional Services activity,
US division grew by 32% year on year.

In the US, the Group focuses on three activities where we have
the greatest differentiation and the least competition: Secure
Payments; Support (of contact centre infrastructure); and

Product {notably Coral, an Omni-channel contact centre agent
desktop product).

e  Secure Payments revenue more than doubled (179%
increase) to $6.7m (FY17: $2.4m), representing 46% of
the US division’s revenue compared to 20% for the
same period last year.

e  Support revenue accounted for 39% of revenue in the
period at $5.8m and decreased by 3% year on year
(FY17: $6.0m).

e  Coral product had revenue of $1.7m in the period and
decreased by 26% year on year {(FY17: $2.2m) and other
product revenues in the period were $0.5m (FY17:
$0.3m).

The US division continues to strengthen its base of contracted
revenues and enters the new financial year with a monthly run
rate of revenue from existing customers at the period end of
$1.0m {FY17: $0.7m). Recurring revenues for the year in the US
were improved to 57% (FY17: 54%) and this is anticipated to grow
further in the coming year as the focus remains on securing long
term ‘Opex’ contracts and the proportion of revenue from secure
payments increases.

Excellent progress has been made in Secure Payments with new
contract numbers and total contract value increasing once again.
We have moved our contracts almost entirely to the ‘Saa$ style’
(which we refer to as ‘Opex’ pricing) as our preferred model, and
in the period all but one of the new contract wins were of this
nature. With this model, typically 15%-35% of the contract value
is recognised over the implementation period, which can be
between six to eight months for our patented, on-site
tokenisation solution, CallGuard, which is selected by the clear
majority of our clients.

The Opex method of pricing provides the Group with greater
visibility on future revenues and higher levels of recurring
revenue in line with the UK financial model.

The balance of the revenue is recognised equally each month over
the remainder of the contract once the solution is operational,
which is generally three years. This is compared to the ‘Capex
pricing’, where customers would pay 65%-70% of the contract up
front for the implementation of their service followed by a three-
year annual support and maintenance contract representing the
remaining 30%-35%.

1. Clients who each generate more than $35,000 of revenue per
annum

2. Recurring revenue is defined as on-going monthly revenue, rather
than revenue derived from the set-up and delivery of a new service
or the delivery of hardware.
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Over the last two years the change in contracting strategy for payment clients has been extremely successful as shown in the table below;

A
Contract wins Total Contract Value vera‘g,:I(l:lzntract Capex Pricing | Opex Pricing
FY15 5 $0.3m $53K 5 Nil
FY16 9 51.6m $173K 8 1
FY17 9 58.3m $918K 2 7
FY18 12 $9.3m $776k 1 11

During the year, twelve contracts were secured with a total
contract value of $9.3m (FY17: $8.3m). We have stated that we
expect average contract values for direct sales to generally be in
the range of $700k-$750k. Our average contract value this year
was slightly above the level we typically expect. This was, as
expected, lower than last year's average, which was distorted by
a large contract worth $3.7m. The total of unrecognised
payments revenue, our Secure Payments Order Book, as at 31
March 2018 is $9.7m (FY17: $6.5m), which will largely be
recognised over the next three years.

We have successfully gone live during the period with many of
our larger implementations and this has provided us with
excellent customer references in many of our key sectors. This is
helping us achieve a high win rate in competitive sales processes
and as an illustration since the period end we have won a four
year contract worth £51.1m with a very large healthcare company
through such a process. We currently have more live US secure
payments customers than any of our narrow universe of
competitors, and these customers are typically large household
names. A particularly significant new contract this year was with
a well-known US retailer who had previously suffered a very large
data breach relating to card data. To be chosen by such a
customer who is acutely aware of the importance of managing
data securely, supports our belief that we are the established
market leader. Our payment products have been developed and
evolved over many years and in February 2018 we secured two
further US patents, which means that all of our US payments
revenue is now under-pinned by at least one patent (see the
Innovation section for more detail).

This year we expect to increase our pipeline and sales from our
US partner channel, and to support this strategy we have
employed a Head of Channel Sales. We have added a small
number of new partners so far this calendar year, but we are
focused on only adding partners that we believe will be able to
deliver a sustainable volume and scale of opportunities in our
target market. It is not our intention to pursue partners who may
deliver high numbers of small deals. Given the scale of the
opportunity in the US, the Group is focused on the largest value
opportunities due to the disproportionate level of effort and cost
required for low value customers.

In Support, where we provide expert third party support for
Contact Centre infrastructure from vendors such as Avaya, Cisco,
Genesys and Aspect guidance, revenue declined by 3%. This was
mainly due to one of our largest customers reducing the overall
level of support they required in the second haif of the year. The
average length of a specific support engagement is three years,
but many of our customers take multiple support contracts so the
overall relationship can last for much longer and given the nature
of the service we provide it is very common for us to contract with
historic customers after a break of some years. We continue to
pursue new Support opportunities and see this activity as a key

part of our US strategy as we seek to leverage the team who work
in Support across our other sales channels. Our customers in this
area are typically large enterprises and as such can often be
excellent prospects for both our Secure Payments and Coral
product, as seen from the lucrative contracts the Group has won
through cross selling.

The third of our sales activities is our browser-based agent
desktop tool Coral, which increases efficiency and reduces
Average Handling Time (“AHT”) by bringing all agent
communications into a single screen. It also enables
organisations, particularly those which have grown by
acquisition, to standardise their Contact Centre facilities, as Coral
can be implemented in environments that operate on entirely
different underlying technology. In the year, revenues declined by
26%, reflecting no additional licence sales for the Coral product.
As stated previously, the exact timing of licence orders is
unpredictable. However, one of our largest US customers has
approved Coral as its standard desktop, so the expectation is that
there will be significant future licence orders, although the timing
is uncertain. Eckoh has been the exclusive reseller for Coral since
the product was launched some years ago and in the period the
contract has been renewed for a six-year period, with the
exclusive arrangement in place until at least 2021.

UK Division (63% of Group revenue, 86% recurring revenue?)

In the UK, revenue decreased by 2% to £18.8m (FY17: £19.4m).
Recurring revenue was 86% in the year (FY17: 87%), with the
small reduction reflecting the improvement in new business in
the second half of the year and the implementation fees
recognised. The UK business had an exit monthly recurring
revenue run rate of £1.4m, in line with last year. Gross margins in
the UK have improved to 85% (FY17: 83%).

The UK operation had a somewhat disappointing performance
compared to recent years, with a weak sales performance in the
first half of the year and lower than expected new activity from
our channel partners, notably Capita.

To improve our focus and performance, we have taken swift and
decisive action to restructure our UK sales team. This led to a
much-improved second half performance with nine new
contracts won. These contracts came from important sectors
including healthcare, insurance, retail, telecoms and payments.
One of the payment contract wins was with a subsidiary of one of
our new US customers, pointing to a growing trend of companies
looking to standardise their secure payments with the same
supplier on an international basis. Since period end the improved
performance has continued with contract wins including two
three-year deals in the insurance sector worth a total of £1.3m.

1. Recurring revenue is defined as on-going revenue based on a
transactional basis, rather than revenue derived from the set-up and
delivery of a new service or the delivery of hardware.
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We now have 90 (FY17: 87) UK clients who each generate more
than £25k per annum of revenue, more than twice the level we
had four years ago (FY14: 43). The largest contract renewal this
year was with Tenpin, for a further three years to December 2020,
to provide both Secure Payments and Customer Contact Services.

Of these UK clients, those who only take Secure Payment services
represented 28% (FY17: 23%), whilst those only taking Customer
Contact solutions accounted for 27% (FY17: 33%). This means the
largest segment at 45% (FY17: 44%) take a combined solution of
both Payment and Customer Contact and the average contract
value of these clients is £521k, significantly higher than the overall
average client contract value of £205k per annum and higher than
contracts for just one of our services. Cross selling to existing
clients in this way is a key part of the Eckoh strategy, not only to
drive incremental revenue but to continue the trend of extremely
high levels of client retention and to increase the lifetime value of
the customer.

Partnerships remain an important channel to market for us and
our largest partners are Capita, BT and Teleperformance. In the
period 32% of revenue came through partners. Capita has been a
key partner over the last five years and this was the first year since
our partnership began not to result in a new contract. We had
started working on a new opportunity with Capita in the latter
part of the year that ultimately did not come to fruition, but we
are hopeful following their successful restructuring earlier this
year that the relationship will once again begin delivering sizeable
contracts. We have renewed our partnership agreement with our
long-standing partner BT for a further three years and our
relationship with Teleperformance, which to date has
predominantly been for our Omni-channel solutions, has
strengthened and we now have two of their customers who have
contracted for our full product suite, one of which is Her Majesty’s
Passport Office. We also have strategic relationships with
specialists like allpay, who provide payment services to housing
associations, and during the year we have supplied, through
allpay, secure payment services to eight more of their
associations.

With GDPR having come into force in May 2018 organisations face
the prospect of very significant fines for non-compliance and
need to take even greater steps to secure their customer’s
personal data. Eckoh is well placed to assist in that regard with
our solutions which ensure that personal data including card data
is handled compliantly and removed or de-scoped from our
clients’ IT environment.

Innovation

In February, the US Patent and Trademark Office granted us two
further 20-year patents for our industry-leading contact centre
security solution, CallGuard.

In 2015, Eckoh was awarded a US patent for part of its CallGuard
offering but these new awards wiil ensure that all current Eckoh
US payments revenue and future contracts will be protected by
at least one Eckoh patent. With $18m of US payments contracts
won in the last two years, and the US market growing rapidly, this
protection of Eckoh’s intellectual property is strategically vital in
ensuring we continue to lead this key market.

The first new CallGuard patent was for Eckoh’s tokenisation
process that automatically replaces real card payment data or
other personal data such as Social Security numbers with
valueless ‘placeholders’ thereby encrypting and protecting
customer’s sensitive data. These placeholders can flow safely
through a contact centre’s telephony and data networks,
reducing the risk of hacking and ensuring agents are not exposed
to customers’ sensitive data. The second patent was for
transformational technology that uses both voice biometrics to
authenticate a caller, and a phone ‘footprint’ to authenticate the
caller’s mobile device. This dual authentication mechanism will
provide a more secure way for merchants to verify that the caller
is the genuine cardholder and reduce the risk of fraud.

In the UK the development team are working on integrating the
Omni-channel technology that was obtained through the
acquisition of Klick2Contact {“K2C”) in July 2016 into the core
Eckoh platform. With a two-year earn out in place on the K2C
acquisition it has not been feasible to commit significant technical
resources from the K2C team until now. Once complete this will
allow us to deliver a fully integrated customer engagement
solution, branded as the Eckoh Experience Portal (‘EXP’), with
information about activity made through any channel shared in
real-time across our platform. We will also be able to provide
conversational interfaces in both the voice and web channels
utilising a common knowledge base and leveraging artificial
intelligence where required. We see this use of new Chatbot
technology working in tandem with our long-established speech
recognition services as a key driver of new business over the
coming years.

Board Changes

In May 2017 we were pleased to welcome Chrissie Herbert to the
Board as Chief Financial Officer and in June 2017 Christopher
Humphrey to the Board as a Non-Executive Director. Christopher
was appointed Chairman at the AGM in September 2017. In
December 2017, we were very pleased to appoint David Coghlan
as a Non-Executive Director, David brings with him extensive
experience with technology companies in the business-to-
business field. In December 2017 Peter Simmonds retired from
the Board.

Current Trading and Outlook

The new financial year has started in line with expectations, with
the Group continuing to scale US operations, and seeing early
benefits from an improved UK sales performance, continuing the
momentum from the second half of the 2018 financial year. We
have strong sales pipelines in both markets with excellent
revenue visibility from recurring revenue. This, allied with high
client retention rates, give the Board confidence that the long-
term prospects for Eckoh remain extremely positive.

Nik Philpot

Chief Executive Officer
13 June 2018
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Principal risks & uncertainties

Eckoh is exposed to a number of risk factors which may affect its performance. The Group has a framework for reviewing and assessing
these risks on a regular basis and has put in place appropriate processes and procedures to mitigate against them. However, no system of
control or mitigation can completely eliminate all risks. The Board has determined that the following are the principal risks facing the Group.

._Specific risk

Cyber, technology & processes

Loss or inappropriate usage of data

The Group’s business requires the appropriate and secure usage
of client, consumer and other sensitive information. Fraudulent
activity, cyber-crime or security breaches in connection with
maintaining data and the delivery of our products and services

could harm our reputation, business and operating results.

Interruptions in business processes or systems

The Group’s ability to provide reliable services largely depends
on the efficient and uninterrupted operation of our telecoms
platform, network systems, data and contact centres as well as
maintaining sufficient staffing levels. System or network
interruptions, recovery from fraud or security incidents or the
unavailability of key staff or management resulting from a
pandemic outbreak could delay and disrupt our ability to
develop, deliver or maintain our products and services. This
could cause harm to our business and reputation, resulting in
loss of customers or revenue.

Legal, regulatory and industry standards
[ Risk of non-compliance with legal and industry standards
The Group’s operations require it to be compliant with certain
standards including Payment Card Industry Data Security
Standards (PCI-DSS) and General Data Protection Regulation
(GDPR) effective May 2018. Failure to comply with such
regulations and standards could significantly impact the Group's
reputation and could expose the Group to fines and penalties.
Loss or infringement of intellectual property rights
The Group’s success depends, in part, upon proprietary
technology and related intellectual property rights. Some
protection can be achieved but, in many cases little protection
can be secured. Third parties may claim that the Group is
infringing their intellectual property rights or our intellectual
property rights could be infringed by third parties. If we do not
enforce or defend the Group's intellectual property rights
successfully, our competitive position may suffer, which could
harm our operating results. We may also incur cost from any

_HR & Personnel

The ability of the Group to meet the demands of the market and
compete effectively is, to a large extent, dependent on the skills,
experience and performance of its personnel. Demand is high
for individuals with appropriate knowledge and experience in
payments security, telecoms, IT development and support
services. The inability to attract, motivate or retain key talent
could have a serious consequence on the Group’s ability to
|_service client commitments and grow our business.

Dependence on recruitment and retention of highly skilled personnel

Mitigation

The Group has established physical and logical security controls at
its data centres with rigorous cyber security controls, monitoring
procedures, recruitment and training schemes, which are embedded
throughout the business operations. The Group also screens new
employees carefully. Continued investments are made in cyber
security; infrastructure, monitoring and services, improvements in
email and web filtering as well as the introduction of enhanced data
loss prevention tools.

Comprehensive business continuity plans and incident management
programmes are maintained to minimise business and operational
disruptions, including system or platform failure. Testing and
confirmation of plans is performed to ensure Business continuity
relevance and training is maintained.

We continually review and enhance our controls, processes and
employee knowledge to maintain good governance and to comply
with legal requirements and industry standards. Our new employees
are carefully screened.

The Group, where appropriate and feasible, relies upon a
combination of patent and trade mark laws, to protect our
intellectual property and continues to monitor competitors in the
market to identify potential infringements of our intellectual
property rights. The Group would vigorously defend all third party
infringement claims.

Effective recruitment programmes are on-going across all business
areas, as well as personal and career development initiatives. The
Management team reviews key individuals on a quarterly basis and
retention plans are put in place for individuals identified at risk of
leaving. Compensation and benefits programmes are competitive
and are reviewed regularly.

9|Page



Specific risk
Products & Clients
Technological 8& product development
The Group provides technical solutions for clients and their end
customers. As customer preferences and technology solutions
develop, competitors may develop products and services that
are superior to ours, which could result in the loss of clients or a
reduction in revenue.

_Dependence on key clients
While the Group has a wide customer base, the loss of a key
customer, or a significant worsening in their success or financial
performance, could result in a material impact on the Group’s
results. Eckoh’s largest customer accounted for 9.4% (2017:
11.5%) of total revenue.

Economic growth

Executing the US opportunity

The Group has a low market share in the US, where there is
significant market opportunity for its secure payments product.
The inability to execute in the US, winning new clients and
implementing secure payment solutions for clients, could have a
material impact on the Group’s results.

Exchange rate & Brexit

The Group is exposed to the US dollar and the translation of net
assets and income statements of its US division. The uncertain
outcome of Brexit negotiations may increase Sterling volatility in
the next few years, which in turn may have a material impact on
the Group’s translated results.

_Reputation of the Eckoh Group
Damage to our reputation and our brand name can arise from a
range of events such as poor solution design or product
performance, unsatisfactory client services and other events

either within or outside of our control.

| mitigation

The Group is committed to continued research and investment in
products and technology to support its strategic plan. Product
development for payment and Customer Contact solutions are
managed centrally in the UK.

| We mitigate this risk by monitoring closely our contract

performance, churn and renewal success with all customers by
maintaining strong relationships. We continue to expand our
customer base, particularly in the US business.

The Group sets clear targets for growth expectations for the US
business. We continually assess our performance and adapt our
approach taking into account our actual and anticipated
performance.

We regularly review and assess our exposure to changes in
exchange rates. The Group does not hedge the translation effect of
exchange rate movements on the Income Statement or Balance
Sheet of the US division.

We recognise this risk by recognising the importance of our
reputation and attempting to identify any potential issues quickly
and address them appropriately. We recognise the importance of
providing high quality solutions, good client services and managing
our husiness in a safe and professional manner.
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Financial Review ,
£5.3m (FY17: £4.3m). At constant exchange rates® and adjusting

for the closed Professional Services division and K2C in the prior
year, revenue increased by 7.6%. Adjusted operating profit!, after
adjusting for the loss from the closed Professional Services
division in the year ended 31 March 2017, increased year on year
by 5.0%. Earnings per share increased by 80% to 1.08 pence per
share (FY17: 0.60 pence per share).

Divisional performance

Revenue in the UK, which represents 63% (FY17: 67%) of total
group revenues, decreased by 2.2% to £18.9m (FY17: £19.4m).
The US represented 37% (FY17: 33%) of total group revenues and
revenues increased in the period by 14.0% to £11.1m. Revenues
in local currency and excluding the closed Professional Services
division grew by 32% year on year.

Revenue for the year increased by 3.2% to £30.0m (FY17:£29.1m)
and adjusted operating profit for the year was 21.9% higher at

FY18 FY18 FY18 FY17 FY17 FY17

(UK) (Us) Total (UK) (US) Total

£000 £000 £000 £000 £000 £000

Revenue 18,937 11,068 30,005 19,371 9,707 29,078
Gross Profit 16,101 6,784 22,885 16,133 4,194 20,327
Gross Profit % 85% 61% 76% 83% 43% 70%

Gross Profit

The Group’s gross profit increased year on year by 12.6% to £22.9m (FY17: £20.3m), with gross profit margin increasing in both the UK and
the US division. Margins within the US division have typically been lower than those seen in the Eckoh UK business due to the nature of its
offering, however, as anticipated the gross profit margin has increased to 61% (FY17: 43%). As the business mix continues to move to Secure
Payments, the growth area of the division, it is anticipated that we will continue to see gross margins increase to the same extent they have
increased in the underlying business, after the closure of the Professional Services activity, because of this increased proportion of high
margin activity, it is anticipated that reported gross margins for the Group should increase.

Profitability Measures

Adjusted operating profit! increased for the year by 21.9% to £5.3m (FY17: £4.3m) and adjusted EBITDAZ for the year increased by 13.3% to
£6.5m (FY17: £5.8m). In the previous year there were losses of £0.7m incurred for the now closed Professional Services division. In the year
ended 31 March 2018, the deferred consideration in relation to the K2C earn-out has been released. Profit before tax increased from £1.6m
to £2.4m, an increase of 50%.

Year Year

ended ended

31 March 2018 31 March 2017

£'000 £000

Profit before tax 2,435 1,623
Amortisation of acquired intangible assets 2,329 2,186
Legal fees and settlement costs 595 -
Transactions relating to acquisitions - 319
Expenses relating to share option schemes 793 24
Interest receivable (34) (43)
Change in contingent consideration (975) -
Finance charges 118 205
Adjusted operating profit? 5,261 4,314
Amortisation of intangible assets 325 433
Depreciation 914 1,059
Adjusted EBITDA? 6,500 5,806

1.  Adjusted operating profit is the profit before adjustments for finance income, finance expense, legal fees and settlement costs, and expenses relating to

share option schemes and acquisitions.

2. Adjusted earnings before interest, tax, depreciation and amortisation (EBITDA) is the profit before tax adjusted for depreciation, amortisation, finance
income, finance expense, legal fees and settlement costs, and expenses relating to share option schemes and acquisitions.
3.  Atconstant exchange rates (using last year exchange rates) and excluding the closed Professional Services divisions and acquired K2C for the prior year.

1l1|Page



Legal fees and settlement costs

As disclosed in last year's Annual Report and the Interim
Statement in November 2017, in the financial year ended 31
March 2017, the Group received a claim from a client that had
discontinued a project related to the closed Professional Services
division. The Group has vigorously defended the claim, however,
in the year ended 31 March 2018 we have chosen to settle the
claim and bring this matter to a close. The settlement and legal
costs were £0.6m. The Group is not aware of any other
contractual commitments from the closed professional services
division.

Statement of financial position

Whilst Eckoh continue to innovate by developing new products
and features such as those detailed in the Chief Executive
Officer’s review, little of this is capitalised on the balance sheet
with only £0.3m (FY17: £0.2m) added in the year to the value of
the intangible fixed assets of the Company. Whilst taking a
prudent approach to capitalising salary cost reduces reported
profit, management believes this approach gives an accurate
reflection of the trading performance of the Company.

Change in contingent consideration

For the financial year ended 31 March 2018 finance income
includes a credit of £975k relating to the K2C contingent
consideration.

Finance charges

For the financial year ended 31 March 2018, the net interest
charge was £118k (FY17: £205k). In the full year ended 31 March
2017, included within finance expenses was a charge of £63k
relating to the unwinding of the discount on the contingent
consideration for the acquisition of K2C. No such charges were
incurred for the financial year ended 31 March 2018.

Taxation

For the financial year ended 31 March 2018, there was a tax credit
of £225k (FY17: 184k charge). This is principally due to the US tax
rate of 21% enacted at the Balance sheet date of 31 March 2018.
This resulted in a tax credit for deferred tax of £350k in the period.
Further details are included in note 10.

CORPORATE RESPONSIBILITY

Eckoh is committed to running the business in an ethical and
responsible manner, and we focus our efforts on business ethics,
employee engagement, our local community and the
environment.

Business ethics
Eckoh has the following policies in place with respect to business
ethics:

Whistle-blowing — we are committed to ensuring that practices
and procedures in respect of all employees, business partners and
clients are of the highest quality. Employees are encouraged to
raise any instances of irregular conduct in the workplace.

Health and safety — we take all necessary steps to ensure the
heaith and safety of all employees, contractors and visitors,
through the provision and maintenance of a safe working
environment.

Earnings per share

Basic earnings per share was 1.08 pence per share (2017: 0.60
pence per share). Diluted earnings per share was 1.03 pence per
share (2017: 0.56 pence per share).

Cashflow and liquidity

Net cash at 31 March 2018 was £3.6m, an improvement of £3.4m
from 31 March 2017 of £0.2m. In the period the Company has
repaid £1.3m of the loans outstanding to Barclays Bank in
accordance with the terms of the loan. During the year, there has
been a net cash inflow for trade debtors and trade creditors of
£0.4m (FY17: (£3.4m) cash outflow). In addition, a dividend
payment of £1.2m was made in November 2017.

Dividends

Post year end the Directors are recommending that a final
dividend for the year ended 31 March 2018 of 0.55 pence per
ordinary share be paid to the shareholders whose names appear
on the register at the close of business on 28 September 2018,
with payment on 26 October 2018. The ex-dividend date will be
27 September 2018. This recommendation will be put to the
shareholders at the Annual General Meeting. Based on the shares
in issue at the year end, this payment would amount to £1.4m.

Prior Year Restatement

This company has reviewed the way the goodwill and intangible
assets and the related deferred tax liability for the acquisition of
PSS Inc in the year ended 31 March 2016 has been accounted for.
At the point of acquisition on 17 November 2015, the Goodwill
and intangible assets of both the US and UK business of PSS were
translated into sterling and held in the Company. On further
analysis the proportion of the Goodwill and intangible assets
relating to the US business of PSS Inc (87% of the business) should
have been held in US dollars in accordance with IAS 21. Note 1
provides further details of the restatement to the statement of

financial position and Other Comprehensive Income.
cé%cz (e €

Chrissie Herbert
Chief Financial Officer
13 June 2018

Dignity at work policy — all employees of Eckoh have an
important part to play in the overall success of the business and
everyone is respected and valued for their contribution at every
level. At Eckoh, we foster and promote a healthy, collaborative
and supportive environment. We encourage all our employees to
work together in harmonious manner that encourages self-
development, team success and knowledge sharing. Eckoh is
committed to protecting the dignity and wellbeing of everyone
and encourages practises that take into account the rights of all
individuals and seeks to eliminate all forms of unacceptable
behaviour. It is in our best interests to promote a safe, healthy
and fair environment where people are given every opportunity
to excel and thrive in their workplace.

Equality & diversity — we are committed to an active equal
opportunity policy, from recruitment and selection through to
training and development, performance reviews and promotion.
It is our policy to promote an environment free from
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discrimination, harassment and victimisation, where everyone
will receive equal treatment regardless of age, disability, gender,
gender reassignment, pregnancy and maternity, sexual
orientation, race, ethnic origin, or hours of work.

Anti-bribery — we set out clear standards for ethical relationships
and conduct to be maintained by employees and contractors and
conduct our business in accordance with the highest ethical
standards. We do not offer or accept bribes.

Disciplinary & grievance procedures — we provide a fair and
consistent method of dealing with disciplinary problems and treat
misconduct with appropriate action. We ensure we treat any
grievance an employee may have relating to their employment in
a fair and reasonable manner.

Employee engagement

Eckoh believes that its employees are the source of our
competitive advantage and a valuable asset to the business. We
recognise that continued and sustained improvement in the
performance of the Group depends on its ability to attract,
motivate and retain talented people of the highest calibre.

In the UK offices we've created an award-winning, colourful,
dynamic and collaborative working environment where
employees find flexibility, an open plan office and the
environment to thrive in their roles.

We embrace technology to enable remote working,
teleconferencing and effective collaboration across the UK and
US divisions.

In the US a large number of employees work remotely,
communication is key for them. There is a formal communication
structure, from weekly calls involving all employees to monthly
presentations updating alt US employees on the US performance.
Even though the team is remote, effort is placed on recognising
significant milestones both in people’s working lives and their
personal lives and the team ensure they celebrate success. On an
annual basis, the whole team is brought together for an annual
conference. There is also an annual Sales team conference, which
is led by the US management team and focuses on the next year
ahead including product training for the Sales team. The CEO and
CFO also attend the Sales Conference and the Annual US
Conference.

We actively encourage our employees to share their views and
preferences — positive and negative -, so that we can address
these to deliver the most vibrant, dynamic and enjoyable
workplace. In the UK there are also more informal
communications that take place, such as the CEQ and CFO lunch,
to which a number of employees are invited every two months.
This is an informal environment for employees to raise feedback.
In addition, our regular social and team building events give us all
a chance to relax together.

At Eckoh, we strive to create a really positive working
environment to help our employees enjoy their work, be
successful in their role and deliver on business goals.

Employee recognition

Our employees deserve recognition and we do this through our
‘RAVE' programme (Reward and Value Everyone), which
encourages employees, both in the UK and US, to nominate their
peers to receive an award. We also run a twice-yearly Employee
Award and have an annual Long Service Award recognising loyalty
and commitment to us.

Benefits

We employ around 300 employees in total, with approximately
250 employees in the UK and 50 employees in the US. The
benefits packages are managed separately in each country to
ensure that we attract the talent we need in each of the divisions.

In the US, our employees participate in a Health Benefits Plan that
provides a valued level of healthcare.

Employees are also given the option to join pension plans
appropriate to the UK and the US. In the UK this involves a
Company approved pension plan with minimum employer and
employee contributions and in the US a 401(k) plan. Since April
2014 in the UK, all employees, except those that have expressly
opted out, are auto-enrolled into a qualifying pension plan.

In September 2016, we introduced the Eckoh plc Share Incentive
Plan (“the plan”). The Scheme provides employees based in the
UK with the opportunity to acquire shares in Eckoh plc. Shares
are purchased on behalf of the employee from amounts sacrificed
from their salary on a monthly basis and matched on a two for
one basis by the Company. Any shares acquired will be held in a
trust in accordance with the terms of the Plan. In order to
maximise the tax benefits available, the employee must remain
employed with the company and hold the shares within the Trust
for a minimum of five years. 53 employees currently participate
in the scheme out of 250 eligible in the UK.

Training & development

Eckoh'’s strength lies in the expert knowledge of our people. Itis
vital that our employees understand, and are passionate about,
our products and technologies. Every new employee to Eckoh
undergoes a detailed and thorough induction plan over a three-
month period. The induction not only welcomes them to the
business, but it provides them with a comprehensive overview of
Eckoh, insight into our market proposition, our range of products,
the security requirements of Payment Card Industry Data Security
Standards (PCI-DSS), the organisational structure and our
commercial model. Every induction plan is tailored to the
individual’s role, setting them up to be successful in their new
role. In the UK, after three months, every new employee will have
the opportunity to meet with the CEO and CFO to give feedback
on their experiences of Eckoh.

We encourage our people to continue to develop their skills and
keep up to date with new technology, standards and processes.
Training needs are identified through the regular check-ins team
members have with their line managers.

One of the Eckoh values is to always be inspiring, to encourage
ideas and fresh thinking, continually searching for new innovative
and added value solutions. To encourage our Developers and
provide a healthy innovative environment, we organise regular
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‘Thinking and Drinking’ sessions, where either team members or
external parties will share technology best practises or they cover
specific technical expertise.

We encourage young school leavers, who may have been working
in our UK contact centre, to progress from their roles as agents in
the contact centre to junior roles in the organisation. We have a
number of success stories, where employees have progressed
from these junior roles into more senior roles over a period of
time.

Our investment in our employees helps to retain and motivate
our people, as well as enabling high achieving employees to
progress and flourish in their role.

Health, safety, security, wellbeing and accessibility

Our employee’s health matters to us and so the Company
continues to prioritise the provision of healthy working
environments for our employees and the health, safety, security
and wellbeing of the people on our premises are our highest
priority.

For employees or guests with reduced mobility, our UK and US
offices are fully accessible with elevators to each floor and
disabled parking spaces.

In the UK, for those who choose to cycle, or run, as part of their
daily commute we have provided showers for their use and
convenience. We actively encourage a healthy lifestyle providing
fresh fruit in the office, reflexology, Pilates, meditation classes,
sports massage services as well as discounted gym memberships
and cycle to work schemes. Our health assessments for blood
pressure and flu jabs, also encourage employees to keep tabs on
their health.

Communities

At Eckoh, our employees are encouraged and supported to give
something back to our local community. We do this through
supporting local and national causes, raising money for charity
and offering employees the opportunity to attend a volunteering
day where they can really make a difference.

Sunnyside Rural Trust

Eckoh were pleased to support a local charity by organising for 14
keen volunteers to work at Sunnyside Rural Trust on a team
building day organised by Connect Dacorum.

Sunnyside Rural Trust is a charity based in Berkhamsted and
Hemel Hempstead and offer training and work skills for young
people and adults with learning disabilities. Gemma Vine from
Sunnyside Rural Trust was delighted with the group from Eckoh.
“The team worked hard all day and helped us with some much-
needed jobs. They had great fun while making a difference.”

Some of the UK Eckoh team cleaned out chickens, some cleared
around the pond to help the local wildiife and some made up
hanging baskets which will be displayed along Kings Langley High

Street over the summer. All of them made a positive impact on
the charity and came away from the day with a real sense of
achievement and able to see the fruits of their labour.

The British Thyroid Foundation

We were delighted to be able to raise £510 in December 2017 for
our nominated Christmas Charity, The British Thyroid foundation.
The British Thyroid Foundation help with all thyroid conditions
which currently affect 1 in 20 people. An underactive thyroid can
leave you exhausted and unable to lead a normal life. The British
Thyroid Foundation provides those with Thyroid conditions much
needed information on treatments, the thyroid and other pieces
of advice, they also help with research in to treatment options.

Recycling within the Community

Eckoh gladly donated office furniture and supplies to various local
charities and businesses. We believe in re-using and recycling
equipment that could be of significant use and value to others.

Personal charities

The Company believes in making donations to charities that are
important to our employees. For this reason we have donated
£500 to various charities who have supported our employees and
we actively encourage and support our employees to raise money.
During the year employees raised £78 for Save the Children
through a Christmas Jumper day and £400 for Children in Need
with a sponsored silence and a Bake Sale.

In the environment

Although operationally we do not manufacture products, Eckoh
understands the impact our business can have on the
environment. From the efficient lighting in our offices to the fair-
trade coffee in our kitchen areas, we carefully consider the
purchases we make and encourage our suppliers to be equally
considerate in the way they conduct their business.

Eckoh has taken the following steps to ensure that we are doing
all we can for the environment and to set a good example to those
who we come into contact with:

e Reduced business travel through the use of web and phone-
based conferencing systems

e  Energy efficient and motion sensor lighting installed in our
offices

e  Comprehensive recycling programs established in all
possible locations

e Photocopiers set to double-sided, black and white printing
to reduce paper/ink use

e Provided reusable cups and glasses to reduce waste
associated with disposable cups

e  Encouraged alternative methods of transport to travel to
and from work e.g. cycle to work scheme.

e In the current year we will be converting our lights to LED,
this will reduce the electricity the Company uses on an on-
going basis.
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BOARD OF DIRECTORS
Independent Directors

Christopher Humphrey BA MBA FCIMA
Non-Executive Chairman

~ Appointed to the Board — 21 June 2017

_Eépointed Chairman — 21 September 2017
Committee Membership: “
Nominations (Chair), Audit, Remuneration
Skills & Experience:
Christopher is currently a Non-Executive
Director, Senior Independent Director and
Audit Chairman of AVEVA Group plc and The
Vitec Group plc and a Non-Executive Director
of SDL plc. Christopher was formerly Group
Chief Executive Officer of Anite plc from 2008
until August 2015, having joined Anite in 2003
as Group Finance Director. He has held senior
positions in finance at Conoco, Eurotherm
International plc and Critchley Group plc. He
was previously a non-executive director at
Alterian plc.

Executive Directors

Nik Philpot
Chief Executive Officer
_Appointed to the Board — 2 February 1999

_Agpointed to Chief Executive Officer — September 2006

Guy Millward

Non-Executive Director

Committee Membership:
Audit {Chair),
Remuneration

Skills & Experience:

Guy has held a number of senior finance
positions with both publicly listed and
privately held technology companies.
Guy’s roles include CFO at Imagination
Technologies Group plc, Group Finance
Director at Morse plc, Alterian plc and
Kewill plc and CFO at Advanced Computer
Software Group plc from 2013, until its
sale to Vista Equity Partners in mid-
2015. Guy qualified as a chartered
accountant with EY in 1989.

Nominations,

David Coghlan
Non-Executive Director
Appointed to the Board — 1 December 2017

Committee Membership:

Remuneration (Chair), Audit, Nominations

Skills & Experieﬁgm

David is currently Chairman of Synectics plc, an
AlM-guoted provider of high-end electronic
security systems, and a Non-Executive Director,
and Chairman of the Audit Committee, of SCISYS
plc, a software company also quoted on AIM. He
is also Chairman of Quadrant Group limited, a
leading independent supplier of aviation
simulation and training, with subsidiaries in the
UK and US. He has extensive experience with
technology companies in the business-to-
business field. David was previously a partner at
Bain & Company, a leading strategy consuiting
firm.

Chrissie Herbert

Chief Financial Officer

__/_\kppointed to the Board -2 May 2017
Skills & Experience

Skills & Experience

Nik is a founder of Eckoh with more than 30 years’ experience in
the voice services industry; he was originally at British Telecom
before establishing a number of start-up businesses in the
telecoms and technology sectors. As CEO of Eckoh, he has created
a leading provider of Secure Payment solutions and Customer
Contact services for the contact centre industry.

Chrissie has held a number of senior finance positions with both
publicly listed and privately held businesses. She gained payments
experience from PayPoint plc, where she was UK & Ireland Finance
Director. In addition, having qualified as a Chartered Accountant at
KPMG, Chrissie gained considerable executive experience at a
number of high growth, consumer facing businesses including
Collect+ and Travelodge Hotels Ltd.
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CORPORATE GOVERNANCE

Chairman’s statement on Corporate
Governance

Dear Shareholder,

At Eckoh, the Board embraces the collective responsibility for the
long-term success of the Group and is committed to providing
entrepreneurial leadership through good governance and
accountability for the benefit and protection of our shareholders.

In this governance section we outline how we have complied with
the UK Corporate Governance Code (the Code) and where our
policies depart from the Code, an explanation of the reasons for
that departure. During the current year, with the recent release
of the Quoted Companies Alliance Corporate Governance Code
and the impending changes to the Financial Reporting Council UK
Corporate Governance Code, we will review the Corporate
Governance Code that is most appropriate to the Group.

The Board held a one-day strategy session in February 2018. The
strategic plan was presented by Senior Management,
representing both the UK and US businesses. On an ongoing

Compliance statement

The Directors recognise the importance of sound corporate
governance, whilst taking into account the size and nature of the
Group. This statement describes how the principles of corporate
governance in the Code are applied by the Company.

The Board considers that it has complied with the provisions of
the UK Corporate Governance Code, {the Code) as issued by the
Financial Reporting Council throughout the year, with the
exception of the following areas:
- There is not a Senior Independent Non-Executive
Director due to the size of Eckoh, however, it is the
Board’s intention to appoint an additional Non-
Executive Director to the Board during the current
financial year;
- The Board have not carried out an evaluation of the
Board’s performance. In the past year there have been
a number of changes to the Non-Executive Directors
and the Chairman. Therefore, we propose to carry out
a formal evaluation of the Board in the coming year;
and

basis the Board ensures that the strategic plan is taken into
consideration in its decision-making process.

During the year there were some changes to the Board.

On 21 June 2017 | was appointed to the Board and as was notified
in the last Annual Report, Chris Batterham, Chairman retired from
the Board on 20 September at the 2017 Annual General Meeting.
Following Chris’s retirement as Chairman | was appointed
Chairman on 20 September. David Coghlan joined the Board on
1 December 2017 and Peter Simmonds retired from the Board on
14 December 2017. David was appointed Chair of the
Remuneration Committee on 17 January 2018. During the year
the number of independent directors for the purposes of the
Code were met,

Details of the search process led by the Nomination Committee
which resulted in my appointment and David’s appointment are
set out on page 19.

In accordance with the Code, the Board delegates certain roles
and responsibilities to its Audit, Nomination and Remuneration
Committees whilst retaining overall responsibility. During the
year the Audit Committee has focused on the impact of the new
accounting standard IFRS 15: Revenue from Contracts with
Customers (see page 21); the Nomination Committee led the
Non-Executive Director appointments; and the Remuneration
Committee has overseen the changes made to the Executive
remuneration and the Performance Share Plan (PSP), as approved
by the Shareholders at the 2017 AGM.

We are confident as a Board that the correct strategy has been
adopted and that our culture of good governance and
accountability will enable us to work towards delivering the
strategic goals while maintaining Eckoh as a sustainable business.
We hope that this Governance Report provides you with insight
into how governance operates in the Group.

Christopher Humphrey
Chairman
13 June 2018

- Al of the Directors will not be putting themselves
forward for re-election in accordance with the Code,
instead we will comply with Eckoh’s Articles of
Association. Further details of the Director’s who will
be re-elected at the AGM are on page 18.

Information on significant shareholders in the Company has been
included in the directors’ report on page 26.

Leadership

The Board is collectively responsible for the long-term success of
the Company and provides effective leadership by setting the
strategic aim of the Company and overseeing the efficient
implementation of these aims in order to achieve a successful and
sustainable business. In practise the Executive Directors prepare
and present the strategic plan to the Board, which the Board
challenges in order to determine the strategic priorities. The
Board also ensures that the appropriate framework of controls is
in place to enable the proper assessment and management of
risks. The Executive Directors are responsible for the
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management of the business and implementing the Board’s
decisions.

Meetings

The Board and its Committees met regularly throughout the year
with the meetings scheduled around key dates in the Company’s

Directors’ meeting attendance 2017/18

corporate calendar. There were eleven scheduled meetings
during the year, and one meeting at short notice. The table below
shows Directors’ attendance of Board and Committee meetings.
Where a Director is unable to attend a meeting, he or she receives
and reads the papers for consideration at that meeting and will
provide input through the Chairman, Chief Executive Officer,
Chief Financial Officer or Company Secretary as appropriate.

Board | Audit Remuneration Nominations
Scheduled Short Scheduled Short Scheduled Short Scheduled Short
notice notice notice notice
. Executive Directors
Chrissie Herbert 10/10 1/1 3* - 2% | 2* 4* -
Adam Moloney 2/2 - 1/1* - - - - -
Nik Philpot 11 1 3* - 2% 2% 4% -
Non-Executive Directors
Chris Batterham 6/6 - 2/2 - /1 - - -
_David Coghlant 23 _on  _op - A o :
Christopher Humphrey 99 1 2/2 | - 2 - 4 -
Guy Millward 11 o1 3 - 2 - 4 -
Peter Simmonds 8/8 1 2/2 - 2 - 2/2 -

*By invitation. The Executive Directors are not members of any of the Board Committees and they attended only the committee meetings to which they

were specifically invited.

1. David Coghlan was unable to attend one scheduled Board Meeting and Audit Committee meeting. The Auditors presented their planning approach for
the audit and their assessment of the Managements technical assessment of the impact of IFRS 15: Revenue from Contracts with Customers.

At Board meetings the Chairman ensures that effective decisions
are reached by facilitating debate and consultations with
management and external advisors as necessary. The work
undertaken by the Board during the year is set out in the table
below:

The agenda for each Board meeting includes the following as
standing items:

- Risk analysis, including by risk, the risk factor and the
monitoring mechanism.

- Managemént report which is prepared and presented by
the Chief Executive Officer

- Finance report, which is prepared and presented by the
Chief Financial Officer and includes the management
accounts and business performance, including forecast as

appropriate.

Other matters which are covered by the Board routinely during
the year include:

- Review of annual report and preliminary announcement

- Review of Executive Director's presenta:cion of the full year
results to analysts and investors

- One day strategy session at which the Board considers
management’s presentation of the Strategic plan and
gives its approval.

- Review and approval of the interim managemer?
statements for release to the market

- Recommendation of the final dividend

- Company secretarial & legal

- Setting of the Board calendar for the year

Divisions of roles and responsibilities

The Chairman is responsible for the leadership of the Board and
ensuring the effectiveness on all aspects of its role. There is a
clear division of responsibility between the Chairman and the
Chief Executive, which is as follows:

Chairman

Chris Batterham retired from Chairman at the 2017 AGM on the
20 September. Christopher Humphrey was appointed Chairman
at the 2017 AGM on 20 September. The below are the roles and
responsibilities of the Chairman for the financial year ended 31
March 2017.

- Setting the Board’s agenda and ensuring the Board
receives accurate, timely and clear information on all
matters reserved to its decision and the Group’s
performance and operations

—-—“Ensuring compliance with the Board's approved
_procedures

- ‘thairing the Nomination Committee and facilitating the
appointment of effective and suitable members and
Chairman of Board Committees.

- Ensuring that there is effective communication by the
Group with its shareholders, including by the Chief
Executive and Chief Financial Officer ensuring that
members of the Board develop an understanding of the
views of the major investors in the Group.

- Promoting the highest standards of integrity, probity and
corporate governance throughout the Group and

B p.a_t_r_tiwct_{l‘ally at Board level.
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Chief Executive

Nik Philpot is the Chief Executive and he is responsible for running
the Group’s business by proposing and developing the Group’s
strategy and overall commercial objectives, which he does in
close consultation with the Chairman and the Board.

- Providing input to the Board’s agenda and ensuring that
reports provided to the Board are accurate, timely and
include accurate information.

- Ensuring, in consultation with the Chairman and the
Company Secretary as appropriate, comply with the
Board's approved procedures.

- Ensuring that the Chairman is alerted to forthcoming
complex, contentious or sensitive issues affecting the
Group of which he might not otherwise be aware.

- Providing information and advice on succession planning
to the Chairman, the Nomination Committee, and other
members of the Board, particularly in respect of Executive
Directors.

- leading the communication programme  with
shareholders.

- Promoting and conducting the affairs of the Group with
the highest standards of integrity and corporate
governance.

Non-Executive Directors

All the Non-Executive Directors bring considerable knowledge
and experience to Board deliberations. Non-Executive Directors
do not participate in any of the Company’s share schemes or
bonus schemes and their service is non-pensionable. The balance
and independence of the Board is kept under review by the
Nominations Committee.

Effectiveness

Composition

The Board is comprised of an appropriate balance of skills,
experience, independence and knowledge, which enables it to
discharge its responsibilities effectively. The balance of skill and
independence creates an environment that encourages the
effective challenge and development of proposals on strategy.
Currently there are five directors on the Board: Christopher
Humphrey, Non-Executive Chairman, two Executive Directors, Nik
Philpot and Chrissie Herbert and two Non-Executive Directors,
Guy Millward and David Coghlan. The biographies of each of the
Directors can be found on page 15. Each of the Non-Executive
Directors are independent for the purposes of the Code.

The terms and conditions of appointment of the Non-Executive
Directors and the Executive Directors’ service contracts are
available for inspection at the Company’s registered office during
normal business hours and will be available at the Annual General
Meeting.

The Directors have disclosed all their significant external
commitments which the Board has considered and is satisfied
that all Directors are able to allocate sufficient time to the
Company to discharge their responsibilities effectively.

Training and support

During the year two new directors joined the Board — Christopher
Humphrey and David Coghlan. Both received an induction to the
business covering product, technology and finance. In addition,
Christopher Humphrey met with a number of the large
Shareholders.

Directors are provided with clear and accurate information
pertaining to matters to be considered at the Board and its
Committee Meetings. The information is provided in a timely
manner to ensure an appropriate level of review by each of the
Directors ahead of the meetings.

Evaluation

The Board has not undergone a formal evaluation during the
financial year due to the change in composition of the Board. The
Board intends to carry out a formal evaluation of the Board during
the financial year ended 31 March 2019.

Re-election

The articles of association require that at the AGM one third, or
as near as possible, of the Directors will retire by rotation.
Christopher Humphrey, Chairman and Guy Millward, Non-
Executive Director will retire by rotation and put themselves
forward for re-election at the AGM. In addition, any Director who
has at the start of the AGM been in office for more than three
years since his last appointment or re-appointment shall retire,
there were no such Directors. In addition, David Coghlan, Non-
Executive Director will stand for election at the AGM, this being
their first AGM.

Insurance
The Company maintains appropriate insurance cover in respect
of legal action against the Directors.

Conflicts of interest

Under the articles of association, the Board has authority to
approve any conflicts or potential conflicts of interest that are
declared by individual directors; conditions may be attached to
such approvals and directors will generally not be entitled to
participate in discussions or vote on matters in which they have
or may have a conflict of interest.

Accountability

Financial and business reporting

Please refer to the following pages for information on how the
Board has carried out the financial and business reporting
obligations as stipulated under the Code:

- Page 27 for the Board's responsibility statement setting out
the steps taken to present a fair, balanced and
understandable assessment of the Company’s position and
prospects.

- pages 3 to 11 for the strategy and business model which
explains how the Company generates and preserves value
over the longer term and the strategy for delivering the
objectives of the Company.

- Page 27 for the statement that the financial statements have
been prepared on a going concern basis.

Risk management and internal control

The Board has overall responsibility for establishing and
maintaining sound risk management and internal control
systems, and for the monitoring of these systems to ensure that
they are effective and fit for purpose. The Audit Committee
provides support to the Board in this regard and overseas the
monitoring process. Further information on the risk management
and internal control system is set out in the Audit Committee
report on page 21.

The Directors have carried out a robust assessment of the
principal risks facing the Group and how these risks could affect
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the business, financial condition or operations of the group. The
explanation of these principal risks including how they are being
mitigated can be found on pages 9 to 10.

Remuneration

Details of how the Company applies the principles of the Code in
respect of Directors’ remuneration are set out in the
Remuneration report on pages 22 to 25.

Shareholder relations

The Directors consider that the Annual Report and Accounts play
an important role in providing shareholders with an evaluation of
the Company’s position and prospects. The Board aims to achieve
clear reporting of financial performance to all shareholders. The
Board acknowledges the importance of an open dialogue with its
institutional shareholders and welcomes correspondence from
private investors.

In addition to the Annual Report and the Company’s website, the
Annual General Meeting is an ideal forum at which to
communicate with investors, and the Board encourages their
participation.

The Executive Directors have an ongoing programme of meetings
with institutional investors and analysts twice a year for up to two
weeks at a time. During the year the meetings took place in June
and November and were held in the UK in London and Edinburgh;
Paris and Copenhagen, in addition to meetings at the Company’s
premises and investor conferences in London and Boston.
Feedback from these meetings is reported to the Board.

Commiittees of the Board

The Audit, Nomination and Remuneration Committees are the
formally constituted committees of the Board which deal with
specific aspects of the Group’s affairs in accordance with the
duties and responsibilities formally delegated to them by the
Board. The report on the Nomination Committee is set out below
and the reports of the Audit Committee and the Remuneration
Committee are set out on page 20 and page 22 respectively.

Nomination Committee

The Nomination Committee currently comprises David Coghlan,
Guy Millward and Christopher Humphrey, who is the committee
Chairman. It met four times during the period and the details of
meeting attendance are set out on page 17.

The Committee is responsible for considering and making
recommendations on the appointment of additional directors,
the retirement of existing directors and for reviewing the size,
structure and composition of the Board and membership of Board
Committees, which are considered against objective criteria.

Diversity policy
The Board embraces the supporting principles enshrined in the
Code relating to Board diversity, including gender.

The Board is committed to ensuring an appropriate balance of
skills, knowledge and experience on its Board. Diversity is a vital
part of the continued assessment and enhancement of Board
composition and the Board recognises the benefits of diversity
amongst its members. The Board will take account of all aspects
of diversity in its considerations including, but not limited to
gender, industry experience, background and race.

All Board appointments are made on merit, in the context of
balance of the skills, experience, independence and knowledge
which the Board as a whole requires to be effective, taking
account of diversity in the manner described above.

Succession planning and Board appointments

The Committee, in making recommendations to the Board on the
appointment of new directors, adopts a transparent procedure
whereby the required skills, knowledge and experience are
carefully identified in order to complement and create a balance
with the existing skill set on the Board.

During the year, an external search was commissioned, using an
independent executive search firm, Blackwood Group plc, which
has no other connections with the Company, to search for a Non-
Executive Chairman following the retirement of Chris Batterham
from the Board at the 2017 Annual General Meeting.
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AUDIT COMMITTEE REPORT

Dear Shareholder,

On behalf of the Audit Committee, | am pleased to present our
report for the year ended 31t March 2018. In the year under
review, the Audit Committee has focused on understanding the
impact on the business of /FRS 15: Revenue from Contracts with
Customers. The Committee also considered the integrity of the
Group’s financial reporting and provided advice to the Board
that the 2018 annual report and accounts, taken as a whole, is
fair, balanced and understandable, providing shareholders with
the necessary information to assess the Company’s position,
performance, business model and strategy. The activities of the
Committee are kept under review in line with regulatory and
market developments.

The Audit Committee currently comprises myself, David Coghian
and Christopher Humphrey. David Coghlan joined the
Committee on 1 December and Christopher Humphrey joined
the Committee on 21 June 2017. The Board considers that |
have recent and relevant financial experience in accordance
with the Code. Full biographical details of each of the current
committee members, including relevant financial experience are
set out on page 15.

The key responsibilities of the Audit Committee are as follows:

- monitoring the financial reporting process, including the
integrity of the financial statements of the Company and
any formal announcements relating to the Company’s
financial performance including reviewing significant
financial reporting judgements contained therein;

- reporting to the Board on the appropriateness of the
significant accounting policies and practices of the Group;

- risk management and the effectiveness of the Group's
system of internal financial control;

- overseeing the external auditor including its scope and cost
effectiveness and monitoring and reviewing the
independence of our externa!l auditors and the provision of
non-audit services to the Group; and

- overseeing the quality of the external audit process.

The Committee continues to keep its activities under review in
light of regulatory and market developments and met three
times during the year. The details of meeting attendance are set
out on page 17.

By invitation, during the year, meetings were also attended by
the Chief Executive Officer, the Chief Financial Officer and our
external auditor, as appropriate.

In order to maximise its effectiveness and as part of the process
of working with the Board, the Committee meetings take place
on the same day as, but prior to, the Company Board meetings.
The Chairman of the Committee reports to the Board on the
activity of the Committee.

Guy Millward
Chairman Audit Committee
13 June 2018

In the year under review the Audit Committee’s activities were as
follows:

Topic: Actions:
Financial Review of the preliminary and interim results
reporting announcement and the annual report

Review of significant accounting issues (as reported

below)

Review of the impact of the implementation of IFRS

15: Revenue from Contracts with Customers

Consideration of the going concern basis for

preparation of the financial statements

Advising the Board on whether the annual report
and accounts taken as a whole, is fair balanced and

understandable

Recommendation of the going concern statement

to the Board

Review of the external auditor reports and the

outcomes of the audit process.

Audit plans Consideration and approval of the internal and
external audit plans
Risk Review of the principal risks and the mitigation of

management these risks as set out on page 9 to 10.
and internal

controls
financial controls by reference to reports from the
external auditors.
Committee Review and update of the Audit Committee terms
_governance of reference.

The significant issues considered by the Committee in relation to
the 2018 accounts, and how these were addressed, were:

- Contract revenue & revenue recognition

As the Eckoh business continues to grow, particularly in the
US, the number and size of the contracts have been
increasing. The Group has applied a consistent accounting
policy in relation to revenue recognition. We have in place
controls around the delivery of implementations to ensure
revenue is recognised appropriately during the
implementation phase. Revenue is recognised based on a
percentage of completion basis using the direct labour costs
incurred to date as a proportion of the total estimated costs
required to complete a project. We have in place controls
around the project management and the underlying
processes supporting the calculation of revenue to prevent
errors.

- Goodwill and intangible assets impairment
The Group has goodwill and intangible assets as a result of
the acquisitions for the Veritape, PSS and Klick2Contact
businesses over the last few years. On an annual basis the
Group undertakes an impairment review of goodwill and
20|Page
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intangible assets for each cash generating unit (CGU) using
cashflow projections.

- Management override of controls
We are satisfied adequate controls are in place and use the
results of the external audit and the internal reporting
mechanism to assess this on an on-going basis.

Impact of IFRS 15: Revenue from contracts and Customers
The Group will adopt IFRS 15: Revenue from Contracts with
Customers on 1 April 2018 and anticipates applying the standard
on a fully retrospective basis. For the accounting period
beginning 1 April 2018 it is currently intended that the standard
will be adopted and the prior year comparison will be restated
subject to the application of one or more practical expedients
available in the standard. During the year ended 31 March 2018,
the Group has undertaken a review of all the services and
products the Group provides and the main types of commercial
arrangements used with each service and product. Both the UK
and the US business will be impacted by IFRS 15 and the most
significant impact of implementing the standard is for the hosted
Customer Contact solutions in the UK, the hosted Secure Payment
solutions in the UK and the onsite Secure Payment Audio
Tokenisation solution in the US, which is in effect a hosted
solution. Further details on the changes to the accounting policy
and the impact of the adoption of IFRS 15 are on page 39.

External audit

KPMG LLP has been the external auditor for the Group since year
ended 31 March 2012. The appointment of KPMG LLP as external
auditor, including the rotation of the audit partner, is kept under
annual review. David Neale is the current audit partner and he
has completed two years of his five-year term. An annual review
of the effectiveness of the external audit is undertaken by the
Committee.

The effectiveness of the audit process is underpinned by the
appropriate audit planning and risk identification at the outset of
the audit cycle. The auditor provides a detailed audit plan
identifying its assessment of the risks and other key matters for
review. For the year ended 31 March 2018, the primary risks
identified were: contract revenue, revenue recognition, Goodwill
& intangible assets impairment and management override of
controls. The Committee reviews and challenges the work
undertaken by the auditor to test management’s assumptions on
these matters. An assessment of the effectiveness of the audit
process in addressing these items is performed through the
reporting received from the auditor at the half-year and year end.
The Committee seeks feedback from management on the
effectiveness of the audit process. No significant issues were
raised with respect to the audit process for the period and the
quality of the audit process was assessed to be good.

The Audit Committee meets the external auditor without the
Executive Directors being present and procedures are in place,
which allow access at any time of external auditors to the Audit
Committee. The Chairman of the Committee reports the outcome
of each meeting to the Board.

Based on the Committee’s assessment, the Committee has
provided the Board with its recommendation to the shareholders
on the re-appointment of KPMG LLP as external auditor for the
year ending 31 March 2019. There are no contractual obligations
restricting the Committee’s choice of auditor. A resolution for re-

appointment of the auditor will be proposed at the forthcoming
Annual General Meeting and is included in the Notice of Meeting
which accompanies this report.

Non-audit services

The Committee reviews the level of non-audit fees for services
provided by the auditor in order to satisfy itself that auditor
independence is safeguarded. There were no non-audit fees paid
to KPMG in the year ended 31 March 2018.

In determining the most appropriate provider of non-audit
services, the committee will consider the knowledge and
expertise of the potential providers and the proposed costs. Non-
audit services will only be undertaken by the auditor where it is
deemed to be the preferred provider and the provision of services
poses no threat to its independence.

Details of the remuneration paid to the auditor for the statutory
audit are set out in note 7.

Risk management and internal control

The Board is responsible for establishing and maintaining the
Group’s system of internal control, and for regularly reviewing its
effectiveness. The Board has carried out a robust assessment of
the principal risks facing the group, including those that would
threaten its business model, future performance, solvency or
liquidity. These risks are disclosed on pages 9 to 10 together with
how they are being managed or mitigated. Procedures have been
designed to meet the particular needs of the Group and its risks,
safeguarding shareholder’s investments and the Company’s
assets. Such a system is designed to manage, rather than
eliminate, the risk of failure to achieve business objectives and
can only provide reasonable and not absolute assurance against
material misstatement or loss.

The key features of the group’s internal control systems that
ensure the accuracy and reliability of financial reporting include
clearly defined lines of accountability and delegation of authority,
policies and procedures that cover financial planning and
reporting, preparation of monthly management accounts, project
governance and information security.

There are ongoing processes for identifying, evaluating and
managing the Company’s significant risks and related internal
controls that are integrated into the Company’s operations. Such
processes are reported to and reviewed by, the Board at each
meeting. These processes have identified the risks most
important to the Company (business, operational, financial,
security and compliance), determined the financial implications,
and assessed the adequacy and effectiveness of their control. The
reporting and review process provide routine assurance to the
Board as to the adequacy and effectiveness of the internal
controls.

Internal Audit

The Audit Committee annually reviews the requirement for an
internal audit function. The Committee has decided that none is
necessary at present. Instead, other monitoring processes have
been applied to provide assurance to the Board that the system
of internal control is functioning satisfactorily.

Guy Millward

Chairman Audit Committee
13 june 2018
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REMUNERATION COMMITTEE REPORT

Dear Shareholder,

| am delighted to have taken on the role of Remuneration
Committee Chairman during the year. On behalf of the
Remuneration Committee | am pleased to present our
remuneration report for the financial year ended 31 March 2018,
which has been approved by the Board.

This report is divided into two sections:

-  Firstly, the annual statement setting out the work of the
Remuneration Committee in 2018 and priorities for 2019;
and

- The Annual Report on remuneration which sets out the
remuneration paid to Directors in the year ended 31 March
2018 as well as details of how the Committee intends to
implement our remuneration policy for the financial year
ending 31 March 2019.

The membership and responsibilities of the Remuneration
Committee are set out on page 22 of this report. Amongst its
objectives, the Committee strives to ensure the Executive
Directors’ remuneration is aligned with the interests of
shareholders. The Remuneration Committee believes that
shareholders’ interests are best served by linking a significant
proportion of total potential remuneration to long-term
performance.

Short and long-term incentives are structured to reward
Executives for enhancing shareholder value. The value received
by Executive Directors under the current long-term share
incentive arrangements depends on the degree to which the
associated performance conditions are satisfied at the end of the
five-year performance period. This ensures that substantial
rewards will be received only if substantial value has been created
for shareholders.

ANNUAL REPORT ON REMUNERATION

The following section provides details of how Eckoh's
remuneration policy was implemented during the financial year
ended 31 March 2018. The following pages contain information
that is required to be audited in compliance with the Directors’
Remuneration requirements of the Companies Act 2006. All
narrative and quantitative tables are unaudited unless otherwise
stated.

In respect of the year under review the Remuneration
Committee’s activities were as follows:

- The Committee sought approval from shareholders at the
2017 AGM for a new long-term Performance Share Plan
(“PSP”) for Executive Directors and Senior Management
following a detailed shareholder consultation in 2017. The
PSP was approved by 84.83% of shareholders voting at the
2017 AGM.

- The Committee made PSP awards to Executive Directors on
23 November 2017, as set out in the formal report below, in
line with the approved PSP rules.

- The Committee approved an increase in the Chief Executive
Officer’'s and Chief Financial Officer's salaries with effect
from 1 April 2018 of 2% and 3% respectively, reflecting pay
increases within the Group’s workforce and current market
conditions.

- The Base fees of the Chairman and Non-Executive Directors
have also been increased by 2% from 1 June 2018. In
addition, a Committee Chair fee of £5,000 has been
introduced for the