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DIRECTORS’ REPORT

The directors present their annual report and the audited consolidated financial statements of the Group for the
year ended 31 December 2017.

Principal activities of the group

Visuray plc is the holding company for all activitics related to the development, marketing, operations and
intellectual property of the Visuray Group. The Group also makes strategic investments in suppliers and key
technology developers to ensure the success of the Group. The Group is currently in its start-up phase, while in
2015 the first prototype with commercial name VR90 was completed, in 2017 it provided its first services of
commercial nature. The other technologies of the Group are still being developed.

Performance review

The statement of comprehensive income is set out on page 8.

The Group’s consolidated financial statements show a total comprehensive loss of EUR14,997,022 (2016:
EUR7,654,715) for the financial year ended 31 December 2017.

Dividends

During the year ended 31 December 2017, the Group did not propose a dividend on ordinary shares (2016: Nil).
Financial risk management

Financial risk policies are described in the Note 23 to these financial statements.

Post balance sheet events

There were no events subsequently to the year-end other than described in the Note 27.

Future developments

The Group anticipates generating positive net cash flows as commercial tools are introduced to the market. This
is expected to occur during 2018,

Directors

During the year ended 31 December 2017 the directors were as listed on page 2.

Statement of directors’ responsibilities

The directors are required by the Companies Act (Cap. 386) to prepare financial statements in accordance with
International Financial Reporting Standards as adopted by the EU, which give a true and fair view of the state of

affairs of the company at the end of each financial year and of the profit or loss of the company for the year then
ended. In preparing the financial statements, the directors should:

° select suitable accounting policies and apply them consistently;
make judgements and estimates that are reasonable;

° prepare the financial statements on a going concern basis, unless it is inappropriate to presume that the
company will continue in business as a going concern;

° account for income and charges relating to the accounting period on the accruals basis;

° value separately the components of asset and liability items; and

° report comparative figures corresponding to those of the preceding accounting period.
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DIRECTORS’ REPORT - continued
Statement of directors’ responsibilities — continued

The directors are responsible for ensuring that proper accounting records are kept which disclose with reasonable
accuracy at any time the financial position of the company and which enable the directors to ensure that the
financial statements comply with the Companies Act (Cap. 386). This responsibility includes designing,
implementing and maintaining such internal control as the directors determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error. The
directors are also responsible for safeguarding the assets of the company, and hence for taking reasonable steps
for the prevention and detection of fraud and other irregularities.

Auditors

Ernst & Young Malta Limited have expressed their willingness to continue in office and a resolution for their re-
appointment will be proposed at the Annual General Meeling.

The directors’ report was approved by the board of directors and was signed on its behal by:

—
C_/L/ @
Vg
FRANCK BIANCHERI JEAN-PHILIPPE STORK FLAMENT
Director Director
8 Octaber 2018
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INDEPENDENT AUDITOR’S REPORT
to the Shareholders of Visuray PLC

Report on the audit of the consolidated financial statements

Opinion

We have audited the consolidated financial statements of Visuray PLC and its subsidiaries (the “Group™), set on
pages 8 to 38, which comprise the statements of financial position as at 31 December 2017, the income
statemenls, the statements of comprehensive income, the statements of changes in equity and the stalements ol
cash [lows for the year then ended, and notes to the financial statements, including a summary of significant
accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the
Group as at 31 December 2017, and of its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards as adopted by the European Union (“IFRS™) and
the Companies Act, Cap. 386 of the Laws of Malta (the “Companies Act”).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are independent of the Group in accordance with the
International Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA
Code) together with the ethical requirements that are relevant to our audit of the consolidated financial
statements in accordance with the Accountancy Profession (Code of Ethics for Warrant Holders) Directive
issued in terms af the Accountancy Prafession Act, Cap. 281 of the Laws of Malta, and we have fulfilled our
other cthical responsibilities in accordance with these requirements and the IESBA Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion

Material uncertainty relating to going concern

We draw attention to Note 2 to the financial statements which indicates that the going concern of the Company
remains dependent on the revenue generating ability of the Group and the ability to secure further funding.

These conditions and other circumstances disclosed in Note 2, indicate the exislence of a material uncertainty that
may cast significant doubt on the company’s ability to continue as a going concern. Our opinion is not qualified
in respeet to this matter,

Other information

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

Our opinion on the financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon other than our reporting on other legal and regulatory requirements

In connection with our audit of the {inancial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit or otherwise appears o be materially misstated. If, based on the work we
have performed, we conclude that there is a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard

bt fenol Enst 4 frungGO=ltnsted
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INDEPENDENT AUDITOR’S REPORT
to the Shareholders of Visuray PLC - continued

Report on the audit of the consolidated financial statements - continued

Responsibilities of the directors for the consolidated financial statements

The directors are responsible for the preparation and fair presentation of these financial statements in accordance
with IFRS and the requirements of the Companies Act, and for such internal control as the directors determine is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due
to fraud or error.

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

Auditor’s responsibilitics for the audit of the consolidated financial statements

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

As part of an audil in accordance with ISAs, we exercise professienal judgment and maintain professional
skepticism throughout the audit. We also:

o identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or crror, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our apinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

° obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

o evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors,

° conclude on the appropriateness of the dircctors’ use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to continue as a going concern. 1f we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to
the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Group to cease to continue as a going concern.

o evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner thal achieves fair presentation

Ramars
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INDEPENDENT AUDITOR’S REPORT
to the Shareholders of Visuray PLC — continued

Report on the audit of the consolidated linancial statements -continued

Auditor’s responsibilities for the audit of the consolidated financial statements - continued

° obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements. We
are responsible for the direction, supervision and performance of the group audit. We remain solely
responsible for our audit opinion.

We communicate with directors regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our
audit.

Report on other legal and regulatory requirements
Matters on which we are required to report by the Companies Act

We are required to express an opinion as to whether the directors’ report has been prepared in accordance with
the applicable legal requirements, In our opinion the directors’ report has been prepared in accordance with the
Companies Act.

In addition, in the light of the knowledge and understanding of the Group and its environment obtained in the
course of the audit, we are required to report if we have identificd material misstatements in the Directors’
report. We have nothing to report in this regard,

We also have responsibilities under the Companies Act to report to you if in our opinion:

o proper accounling records have not been kept;

o proper returns adequate for our audit have not been received from branches not visited by us;
the consolidated financial statements are not in agreement with the accounting records and returns;
we have not received all the information and explanations we require for our audit.

We have nothing to report to you in respect of these responsibilities.

—) P Af'i

The partner in charge of the audit resulting in this independent auditor's report is
Christopher Portelli for and on behalf of

Emst & Young Malta Limited
Certified Public Accountants

8 October 2018
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ended 31 December 2017

STATEMENT OF COMPREHENSIVE INCOME

Other revenues
Direct expenditure

Gross loss

Share of profit in associate

Administrative expenses
Other gains

Operating loss

Finance income
Finance costs

Loss before tax

Income tax credit/(expense)

Laoss for the year

Other comprehensive income
Other comprehensive income to be reclassified
to profit or loss in subsequent periods (net of tax):

Exchange difference on translation of foreign operations

Notes

w

(=]

Share in other comprehensive income / (loss) of associate 13

Share in exchange differences on translation
of foreign operations during the year
Less: reclassification adjustments for gains included

in profit or loss

Total comprehensive loss for the year

2017 2016
EUR EUR
297,845 228,520
(1,408277)  (1,686,259)
(1,110432)  (1,457,739)
15,016 43,701
(9,901,080)  (12,727,298)
244,618 5,840,086
(10,751,878)  (8,301,250)
9,595 9,955
(99,101) (87,392)
(10,841,384) (8,378,687
(9,697) 15,941
(10,851,081)  (8,362,746)
(4,107,767) 717,500
(7,182) 74,971
(30,992) (84,440)
(38,174) (9,469)
(14,997,022)  (7,654,715)

The accounting policies and explanatory notes on pages 12 to 38 form an integral part of the financial stalements.




VISURAY PLC
Annual Consolidated Financial Statements for the year ended 31 December 2017

STATEMENT OF FINANCIAL POSITION
as at 31 December 2017

Notes 2017 2016
EUR EUR
ASSETS AND LIABILITIES
Non-current assets
Property. plant and equipment Il 1,773,665 1,676,441
Intangible assets 12 2,091,607 2,091.607
Investment in associate 13 337,625 327,798
Other non-current financial assets 15 971,469 962,329
5,174,366 5.058.175
Current assets
Trade and other receivables 14 643,416 736,966
Inventory 16 2,077,441 2,832,550
Cash and cash equivalents 17 448,894 479.133
3,769,751 4,048,649
TOTAL ASSETS 8,944,117 9,106,824
EQUITY AND LIABILITIES
Equity
Share capital 6,601,160 6,105,891
Share premium 82,702,367 08.515.279
Capital contribution reserve 241,284 5
Other capital reserve 5,918,689 5,953,552
Restructuring reserve (12,572) (12.572)
Foreign currency translation reserve 4,458,870 8,566,637
Accumulated losses (95,591,366) (84.740.285)
Other reserve 7,552 45,726
Equity attributable to owners of the parent 18 4,325,984 4,434,233
Non-current liabilities
Loans and other borrowings 21 - 1,338,800
Deferred tax lability 20 26,941 13.488
26,941 1,352.288
Current liabilities
L.oans and other borrowings 21 1,266,800 -
Trade and other payables 22 3,322,395 3,320,193
Income tax payable 1,997 110
4,591,192 3,320,303
Total liabilities 4,618,133 4,672,591
TOTAL EQUITY AND LIABILITIES 8,944,117 9.1006.824

The accounting policies and explanatory notes on pages 12 to 38 form an integral part of the financial statements.

The fingncial statements on pages 8 to 38 have been authorised for issue by the Board of Directors, and were signed on

——

FRANCK BIANCHERI JEAN-PHILIPPE STORK FLAMENT
Director Director
8 Octaber 2018
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VISURAY PLC

Annual Consolidated Financial Statements for the year

ended 31 December 2017

STATEMENT OF CASH FLOWS

Operating activities
Loss before tax

Non-cash adjustment to reconcile profit before tax to net cash flows:
Depreciation of property, plant and equipment
Share of income in associate
Gain from disposal of investments
Unrealised difference on exchange

Finance income
Finance costs

Share-based payments expenses
Movements in legal provision

Working capital adjustments:
Decrease / (increase) in inventories
Decrease in trade and other receivables
Increase in trade and other payables

Interest paid
Interest received
Income tax paid

Net cash flows used in operating activities

Investing activities

Purchase of property, plant and equipment

Proceeds from disposal of property, plant and equipment
Acquisition of share in associate

Proceeds from sale of shares in associate

Net cash flows frony/ (used in) investing activities

Financing activities
Issue of share capital

Net cash flows from financing activities

NET MOVEMENT IN CASH AND CASH EQUIVALENTS

CASH AND CASIH EQUIVALENTS AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT END OF YEAR (note 17)

2017 2016
EUR EUR
(10,841,384) (8,378,687)
628,705 460,108
(15,016) (43,701)
(100,838) (5,836,865)
(3,719,490) 762,553
(9,595) (9,955)
99,101 87,392
878,374 528,465
(57,444) 190,180
155,109 (1,244,949)
20,610 361,720
(202,167) 29,126
(13,164,035) (13,094,613)
(27,101) s
455 790
- (21,061)
(13,190,681) (13,114,885)
(839,383) (182,330)
2 (34,785)

140,000 8,582,031
(699,383) 8,364,916
13,859,825 3,220,000
13,859,825 3,220,000
(30,239) (1,529,969)
479,133 2,009,102
448,894 479,133

The accounting policies and explanatory notes on pages 12 to 38 form an integral part of the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

2.1

GENERAL INFORMATION

Visuray plc (“the Company™) was incorporated on 17 February 2011. The Company’s main activity is the
management of directly and indirectly owned subsidiaries.

Up to 28 June 2011 the “Group” comprised of Visuray Holding AS and its subsidiaries, Visuray AS, Latent
AS and XR Invest AS, Following incorporation of Visuray plc, there was a reorganisation of the Group,
whereby Visuray plc acquired Visuray Holding AS from the previous shareholders by issuing shares in
exchange for the existing shares in Visuray Holding AS. In mid-2013 both Latent AS and XR Investment
AS were dissolved into Visuray Holdings AS,

As a result, Visuray plc directly or indirectly controls a number of subsidiaries as disclosed in note 24.

BASIS OF PREPARATION AND STATEMENT OF COMPLIANCE

These consolidated financial statements have been prepared under the historical cost convention. These
consolidated financial statements are in accordance with International Financial Reporting Standards
(IFRS) as adopted by the European Union and comply with the Companies Act, Cap. 386 of the Laws of
Malta.

These consolidated financial statements are presented in Euro, which is the Group’s functional and
presentation currency.

Basis of consolidation

The consolidated financial statements of the Group comprise the financial statements of Visuray plc and its
subsidiary companies as disclosed in note 24,

The subsidiaries are fully consolidated from the date of acquisition, being the date on which the Group
obtains control, and continues to be consolidated until the date that such control ceases. The financial
statements of the subsidiaries are prepared for the same reporting period as the parent company, using
consistent accounting policies. All intra-group balances, transactions, unrealised gains and losses resulting
from intra-group transactions and dividends are eliminated in full.

Going concern

The Group incurred a loss before tax of EUR10,841,384 (2016: EURS,378,687) during the year ended 31
December 2017 while its total assets exceeded total liabilities by EUR4,325,984 (2016: EUR4,434,233).
These results represent continuing research and development work on the companies’ products and are
similar to prior year results. For 2018 the company is forecasting a reduction in losses as a result of the
VR0 affirming itself in the market.

Notwithstanding the above, the revenue generation ability of the Group remains dependent on the short term
market in which the Group operates which remains extremely volatile, as it is impacted by the decline in
oil prices. The market volatility in place adds further uncertainty as to the actual outcome of projections in
place.

The Group is in the process of securing further funding combined with the launch of its VR90 from which
revenue is expected to be generated. Accordingly the board of directors conclude that the going concern
assumplion remains appropriate. This notwithstanding, the above conditions indicate the existence of a
material uncertainty that may cast significant doubt about the company’s ability to continue as a going
concern.

12
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NOTES TO THE FINANCIAL STATEMENTS - continued

2.2

CHANGES IN ACCOUNTING POLICIES

Standards, interpretations and amendments to published standards as endorsed by the EU effective
in the current year

The accounting policies are consistent with those of the previous financial year, except for the following
standards, interpretations and amendments cffective as of 1 January 2017.

o TAS 12 (Amendments) - Recognition of Deferred Tax Assets for Unrealised Losses
e IAS 7 (Amendments) - Disclosure Initiative

The adoption of the standards or interpretations above did not have an impact on the financial statements
or performance of the Company.

Standards, interpretations and amendments to published standards as adopted by the EU which are
not yet effective

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

o IFRS 9 - Financial Instruments (effective for financial year beginning on or after 1 January 2018)

. IFRS 15 - Revenue from Contracts with Customers including amendments to IFRS 15 (effective for
financial year beginning on or after 1 January 2018)

o IERS 16 - Leases (effective for financial year beginning on or afler 1 January 2019)

o IFRS 15 (Clarifications) - Revenue from Contracts with Customers (effective for financial year beginning

on or after 1 January 2018)

° IFRS 4 (Amendments) - Applying IFRS 9 Financial Instruments with 1FRS 4 Insurance Contracts
(eftective for financial year beginning on or after 1 January 2018)

° Annual Improvements to IFRS Standards 2014 —2016 Cycle (effective for financial year beginning on or
after 1 January 2018)

® IFRS 2 (Amendments) - Classification and Measurement of Share-based Payment Transactions (effective
for financial year beginning on or after 1 January 2018)

o TAS 40 (Amendments) - Transfers of Investment Property (effective for financial year beginning on or
after 1 January 2018)

o IFRS 9 (Amendments) - Prepayment Features with Negative Compensation (effective for financial year
beginning on or after 1 January 2018)

o IFRIC 22 - Foreign Currency Transactions and Advance Consideration (effective for financial year

beginning on or after 1 January 2018)

Except as explained below, the changes resulting from these standards are not expected to have a material
effect on the financial statements of the Company:

IFRS 15, ‘Revenue from Contracts with Customers’ is theresult of a convergence project between the IASB
and the FASB. IFRS 15 specifies how and when an IFRS reporter will recognise revenue as well as requiring
such entities to provide users of financial statements with more informative, relevant disclosures. The
standard supersedes IAS 18 ‘Revenue’, IAS 11 ‘Construction Confracts’ and a number of revenue-related
interpretations. Application of the standard is mandatory for all IFRS reporters and it applies to nearly all
contracts with customers: the main exceptions being leases, financial instruments and insurance contracts.
IFRS 15 is applicable for annual periods beginning on or afler 1 January 2018. In view of current revenue
levels no material impact arising on the adoption of the above IFRS on the financial statements of the
Company is expected in the year of initial application.

IFRS 16, ‘Leases’, sets out the principles for the recognition, measurement, presentation and disclosure of
leases for both parlies to a contract, i.e. the customer (‘lessee’) and the supplier (‘lessor’). The new standard
requires lessees to recognize most leases on their financial statements. Lessees will have a single accounting
model for all leases, with certain exemptions, Lessor accounting is substantially unchanged. IFRS 16 is
applicable for annual periods beginning on or after 1 January 2019. The Company is still assessing the
impact that this new standard will have on the financial statements,
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NOTES TO THE FINANCIAL STATEMENTS - continued

22

2.3

CHANGES IN ACCOUNTING POLICIES - continued
Standards, interpretations and amendments that are not yet adopted by the EU

° IFRS 17 - Insurance Contracts (effective for financial year beginning on or after 1 January 2021)

° IAS 19 (Amendments) - Plan Amendment, Curtailment or Settlement (effective for financial year
beginning on or after 1 January 2019)

° Annual Improvements to IFRS Standards 2015 — 2017 Cycle (eftective for financial year beginning on
or after 1 January 2019)

® IAS 28 (Amendments) - Long-term Interests in Associates and Joint Ventures (eftective for financial year
beginning on or after 1 January 2019)

° IFRIC 23 - Uncertainty over Income Tax Treatments (effective for financial year beginning on or
after 1 January 2019)

J IFRS 14 - Regulatory Deferral Accounts (the EC has decided not to launch the endorsement process
of this interim standard and to wait for the final standard)

® Amendments to References to the Conceptual Framework in IFRS Standards (eftective for financial

year beginning on or after 1 January 2020)

The changes resulting from these standards are not expected to have a material effect on the financial
statements of the Company.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies used in the preparation of these consolidated financial statements are
set out below:

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the group and
the revenue can be reliably measured. Revenue is measured at the fair value of the consideration received
or receivable for services provided in the normal course of business, net of value added tax and discounts,
where applicable. The following specific recognition criteria must also be met before revenue is recognised:
Provision of services

Revenue from the provision of services is recognised in the year in which the service is rendered.

Interest income

Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective
interest rate applicable.

Dividend income

Dividend income is recognised when the right to receive payment is established.
Taxes

Current income tax

Current income tax assets and liabilities for the current year are measured at the amount expected to be
recovered firom or paid to the taxation authorities. The tax rates and tax laws used to compute the amount
are those that are enacted or substantively enacted by the reporting date.

Deferred income tax is provided using the liability method, for all temporary difterences arising between
the tax bases of assets and liabilities and their carrying values for financial reporting purposes.

Deferred income tax assets are recognised for all deductible temporary differences, carry forward of unused
tax losses, to the extent that it is probable that taxable profits will be available against which the deductible
temporary differences, and the carry forward of unused tax credits and unused tax losses can be utilised.
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2.3

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Taxes - continued

The carrying amount of deferred income tax assets is reviewed at each reporting date and reduced to the
extent that it is no longer probable that suflicient taxable profit will be available to allow all or part of the
deferred income tax asset to be utilised. Unrecognised deferred income tax assets are reassessed at each
reporting date and are recognised to the extent that it has become probable that future taxable profits will
allow the deferred tax asset to be recovered.

Deferred income tax assets and deferred income tax liabilities are measured at the tax rates that are expected
to apply to the year when the asset is realised or the liability is seitled, based on tax rates (and tax laws) that
have been enacted or substantively enacted at the reporting date. Deferred income tax assets and deferred
income tax liabilities are offset, if a legally enforceable right exists to set-off current income tax assets
against current income tax liabilities and the deferred income taxes relate to the same taxable entity and the
same taxation authority.

Value added tax

Revenues, expenses and assets are recognised net of the amount of value added tax except:

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

® receivables and payables that are stated with the amount of value added tax included.

The net amount of value added tax recoverable from, or payable to, the taxation authority is included as part
of receivables or payables in the statement of financial position.

Currency translation

The consolidated financial statements of the group are presented in its functional currency, the EURQO
(“EUR™), being the currency of the primary economic environment in which the group operates and obtains
financing.

Transactions and balances

Transactions denominated in currencies other than the functional currency are translated at the exchange
rates ruling on the date of the transaction. Monetary assets and liabilities denominated in currencies other
than the functional currency are re-translated to the functional currency at the exchange rate ruling at the
year end, Exchange differences arising on the settlement and on the re-translation of monetary items are
dealt with in the profit or loss. Foreign exchange gains or losses are included with other operating income
and expenses, respectively.

Group companies

On consolidation, the assets and liabilities of foreign operations are translated into EUR at the rate of
exchange prevailing at the reporting date and their income statements are translated at exchange rates
prevailing at the date of transactions. The exchange differences arising on translation for consolidation are
recognized in other comprehensive income. On the disposal of a foreign operation, the component of other
comprehensive income relating to that particular foreign operation is recognised in profit or loss.

Trade and other receivables

Trade and other receivables are recognised and carried at original invoice amount less an allowance for any
uncollectible amounts. An estimate for doubtful debts is made when collection of the full amount is no
longer probable, Bad debts are written-off as incurred.

Amounts due from related parties are recognised and carried at cost.

NOTES TO THE FINANCIAL STATEMENTS - continued




VISURAY PLC
Annual Consolidated Financial Statements for the year ended 31 December 2017

23

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Cash and cash equivalents

Cash and cash equivalents consist of cash at bank and deposits at bank with a maturity of three month and
less.

Trade and other payables

Liabilities for trade and other accounts payable are carried at cost which is the fair value of the consideration
to be paid, in the future for goods and services received, whether or not billed to the Group.

Investment in associate

An associate is an entity in which the group has significant influence and which is neither a subsidiary nor
a joint venture.

The group’s investment in its associate is accounted for using the equity method of accounting. Under the
equity method, the investment in the associate is carried in the statement of financial position at cost plus
post-acquisition changes in the Group’s share of net assets of the associate, less any impairment in valuc.
The income statement reflects the Group’s share of the results of operation in the associated company.
Where there has been a change recognised directly in the equity of the associate, the company recognises
its share of any changes and discloses this, when applicable, in the statement of changes in equity. Profits
and losses resulting from transactions between the Group and the associate are eliminated to the extent of
the interest in the associate.

The reporting dates of the associate and the Group are identical and the associate’s accounting policies
conform to those used by the company for like transactions and events in similar circumstances.

After application of the equity method, the Group determines whether it is necessary to recognise an
impairment loss on its investment in its associate. At each reporting date, the Group determines whether
there is objective evidence that the investment in the associate is impaired. If there is such evidence, the
Group calculates the amount of impairment as the difference between recoverable amount of the associate
and its carrying value.

Upon loss of significant influence over the associate, the Group measures and recognises any retained
investments at its fair value. Any difterence between the carrying amount of the associate upon loss of
significant influence and the fair value of the retained investment and proceeds upon disposal is recognised
in profit or loss.

Financial assets
Initial recognition and measurement

Financial assets within the scope of TAS 39 are classified as financial assets at fair value through profit or
loss, loans and receivables, held-lo-maturity investments, available-for-sale financial assets, or as
derivatives designated as hedging instruments in an effective hedge, as appropriate. The Group determines
the classification of its financial assets at initial recognition.

All financial assets are recognised initially at fair value plus transaction costs, except in the case of financial
assets recorded at fair value through profit or loss.

Purchases or sales of financial assets that require delivery of assets within a time frame established by
regulation or convention in the market place (regular way trades) are recognised on the trade date, i.e., the
date that the Group commits to purchase or sell the asset.

‘The Group’s financial assets include cash and short-term deposits, trade and other receivables and loans
and other receivables.
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2.3

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Financial assets — continued

Subsequent measurement
The subsequent measurement of financial assets depends on their classification as described below:
Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. After initial measurement, such financial assets are subsequently measured at
amortised cost using the EIR method, less impairment. Amortised cost is calculated by taking into account
any discount or premium on acquisition and fees or costs that are an integral part of the EIR. The EIR
amortisation is included in finance income in the income statement. The losses arising from impairment are
recognised in the income statement in finance costs for loans and in cost of sales or other operating expenses
for receivables.

Derivative financial instruments

Derivative financial instruments are initially recognised at fair value on the date on which a derivative
coniract is entered into, and are subsequently re-measured at their fair value. Fair values are obtained from
valuation techniques including discounted cash flow models and option pricing models as appropriate. All
derivatives ave carried as assets when fair value if positive and as liabilities when fair value is negative.
Changes in fair value of derivatives are recognised in the income statement.

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial
assets) is derecognised when:

° The rights to receive cash flows from the asset have expired

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

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-
through arrangement, it evaluates if and to what extent it has retained the risks and rewards of ownership.
When it has neither transferred nor retained substantially all of the risks and rewards of the asset, nor
transferred control of the asset, the asset is recognised to the extent of the Group’s continuing involvement
in the asset. In that case, the Group also recognises an associated liability. The transferred asset and the
associated liability are measured on a basis that reflects the rights and obligations that the Group has
retained. Continuing involvement that takes the form of a guarantee over the transferred asset is measured
at the lower of the original carrying amount of the asset and the maximum amount of consideration that the
Group could be required to repay.

Impairment of financial assets

The Group assesses, at each reporting date, whether there is any objective evidence that a financial asset or
a group of financial assets is impaired. A financial asset or a group of financial assets is deemed to be
impaired if, and only if, there is objective evidence of impairment as a result of one or more events that has
occurred after the initial recognition of the asset (an incurred ‘loss event’) and that loss event has an impact
on the estimated future cash flows of the financial asset or the group of financial assets that can be reliably
estimated. Evidence of impairment may include indications that the debtors or a group of debtors is
experiencing significant financial difficulty, default or delinquency in interest or principal payments, the
probability that they will enter bankruptcy or other financial rcorganisation and when observable data
indicate that there is a measurable decrease in the estimated future cash flows, such as changes in arrears
or economic conditions that correlate with defaults.
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2.3

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Financial liabilities
Initial recognition and measurenent

Financial liabilities within the scope of IAS 39 are classified as financial liabilities at fair value through
profit or loss, loans and borrowings, or as derivatives designated as hedging instruments in an effective
hedge, as appropriate. The Group determines the classification of its financial liabilities at initial
recognition. All financial liabilities are recognised initially at fair value plus, in the case of loans and
borrowings, directly attributable transaction costs.

The Group’s financial liabilities include trade and other payables; bank loans and other borrowings.

Subsequent measurement

The measurement of financial liabilities depends on their classification as described below.

Loans and borrowings

After initial recognition, interest bearing loans and borrowings are subsequently measured at amortised cost
using the EIR method. Gains and losses are recognised in the income statement when the liabilities are
derecognised as well as through the EIR amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or
costs that are an integral part of the EIR. The EIR amortisation is included in finance costs in the income
statement.

Derecognition

A financial liability is derecognized when the obligation under the liability is discharged, cancelled or
expires.

Offsetting of the financial instruments

Financial assets and liabilities are offset and the net amount reported in the statement of financial position
only when there is a legally enforceable right to offset the recognised amounts and there is an intention to
settle on a net basis, or to realise the asset and settle the liability simultaneously. Income and expense will
not be offset in the consolidated income statement unless required or permitted by any accounting standard
or interpretation, as specifically disclosed in the accounting policies of the Company.

Inventories

Inventories are valued at the lower of cost and net realisable value.

Costs incurred in bringing each product to its present location and condition is accounted for as follows:

° Raw materials: purchase costs on first in first out basis;

° Finished goods and work in progress: cost of direct materials and labour, and a proportion of

production overheads based on the normal operating capacity.

Net realizable value is the estimated selling price in the ordinary course of the business less estimated costs
of completion and estimated costs to make the sale.

Property, plant and equipment

The group’s property, plant and equipment are classified into the following classes — Buildings (including
capital improvements); Plant and Equipment; Furniture and Fittings; and Computer equipment. Fixed assets
which have not been yet put into operation as at reporting date are classified into “Construction in progress”
class.
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2.3

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Property, plant and equipnient - continued

Property, plant and equipment are initially measured at cost less any accumulated depreciation and any
accumulated impairment losses. Subsequent costs are included in assets’ carrying amount when it is
probable that future economic benefits associated with items will flow to the group and the cost of the item
can be measured reliably. Expenditure on repairs and maintenance of the property, plant and equipment is
recognised as an expense when incurred.

Properly, plant and equipment are derccognised on disposal or when no future economic benefits are
expected from their use or disposal. Gains or losses arising from derecognition represent the difference
between the net disposal proceeds, if any, and the carrying amount, and are included in the profit or loss in
the period of derecognition.

Depreciation

Depreciation commences when the depreciable assets are available for use and is charged to profit or loss
so as to write ofT the cost less any estimated residual value, over their estimated useful lives, using the
straight-line method, on the following basis:

Buildings and capital improvements 20% per annum
Plant and equipment 20%-50% per annum
Furniture and fittings 20% per annum
Computer equipment 33.33% per annum

The depreciation method applied, the residual value and the useful life are reviewed and adjusted if
appropriate, at each balance sheet date.

Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. Following initial
recognition, development expenditures are carried out at cost less any accumulated amortisation and
accumulated impairment losses.

Intangible assets with finite lives are amortised over the useful economic life. The amortisation period and
the amortisation method for an intangible asset with a finite useful life are reviewed at least at each financial
year end. Changes in the expected useful life or the expected pattern of future consumption of future
economic benefits embodied in the asset is accounted for by changing the amortisation period or method,
as appropriate, and are treated as changes in the accounting estimates. The amortisation expense on
intangible assets with finite lives is recognised in the statement of comprehensive income in the expense
category consistent with the function of the intangible asset.

Intangible assets with indefinite uscful lives are not amortized but are tested for impairment annually. The
assessment of indefinite life is reviewed annually to determine whether the indefinite life continues to be
supportable. Ifnot, the change in useful life from indefinite to finite is made on a prospective basis.

Subsequent expenditure is capitalised only when it increases the future economic benefits embodied in the
specific asset to which it related. All other expenditure is recognised in the statement of comprehensive
income when incurred.

Research and development (“R&D”)

Rescarch costs, undertaken with the prospect of gaining new scientific or technical knowledge and
understanding, are expensed as incuired.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — continued

Intangible assets - continued

Development expenditure on an individual project is recognised as an intangible asset when the Group can
demonstrate:

o the technical feasibility of completing the intangible asset so that it will be available for use or sale;
o its intention to complete and its ability to use or sell the asset;

o how the asset will generate future economic benefits;

o the availability of resources to complete the asset; and

° the ability to measure reliably the expenditure during development.

No amortization is charged on in-process developments until they are available for use. Subsequently to
launch of the in-house technology, useful life of the R&D capitalized is expected over 8 years.

Share-based payments

Employees (including senior executives) and main consultants of the Group receive remuneration in the
form of share-based payments, whereby employees and consultants render services as consideration for
equity instruments (equity-settled transactions).

Equity settled transactions

The cost of equity-settled transactions is recognised, together with a corresponding increase in other capital
reserves in equity, over the period in which the performance and/or service conditions are fulfilled. The
cumulative expense recognised for equity-settled transactions at each reporting date until the vesting date
reflects the extent to which the vesting period has expired and the Group’s best estimate of the number of
equity instruments that will ultimately vest. The income statement expense or credit for a period represents
the movement in cumulative expense recognised as at the beginning and end of that period and is recognised
in employee benefits expense.

No expense is recognized for awards that do not ultimately vest, except for equity-settled transactions for
which vesting is conditional upon a market or non-vesting condition. These are treated as vesting
irrespective of whether or not the market or non-vesting condition is satisfied, provided that all other
performance and/or service conditions are satisfied.

When the terms of an equity-settled award are modified, the minimum expense recognised is the expense
had the terms had not been modified, if the original terms of the award are met. An additional expense is
recognised for any modification that increases the total fair value of the share-based payment transaction,
or is otherwise beneficial to the employee as measured at the date of modification. When an equity-settled
award is cancelled, it is treated as if it vested on the date of cancellation, and any expense not yct recognised
for the award is recognised immediately. This includes any award where non-vesting conditions within the
control of either the entity or the employee are not met. However, it a new award is substituted for the
cancelled award, and designated as a replacement award on the date that it is granted, the cancelled and new
awards are treated as if they were a modification of the original award, as described in the previous
paragraph.

SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

In preparing the consolidated financial statements, the directors are required to make judgements, estimates
and assumptions that affect reported income, expenses, assets, liabilities and disclosure of contingent assets
and liabilities. Use of available information and application of judgement are inherent in the formation of
estimates. Actual results in the future could differ from such estimates and the differences may be material
to the financial statements. These estimates are reviewed on a regular basis and if'a change is needed, it is
accounted in the year the changes become known,
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h

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — continued

Impairment of non-financial assets

The Group’s impairment for intellectual property is based on value in use calculations that use a discounted
cash flow model. The cash flows are derived from the Visuray business plan for the next twelve years as
approved by management and revenue projections are based on potential business growth, after which the
terminal value was calculated. These budgets do not include restructuring activities that the Group is not
yet committed to or significant future investments that will enhance the asset base of the Group. The
recoverable amount is most sensitive to the growth rate used and the resulting future net cash-inflows, as
well as discount rate used for the discounted cash flow model (note 12).

Share-based payments

The Group measures the cost of the equity-settled transactions with employees and consultants by reference
to the fair value of equity instruments as at date at which they are granted. Estimating fair value for share-
based payment transactions requires determination of the most appropriate valuation model, which is
dependent on the terms and conditions of the grant. This estimate also requires determination of the most
appropriate inputs to the valuation model including the stock price of shares, expected life of the share
option, volatility and dividend yield, and making assumptions about them (note 19).

In the opinion of the directors, other accounting estimates, assumptions and judgements made in the course
of preparing these consolidated financial statements are not difficult, subjective or complex to a degree
which would warrant their description as critical in terms of the requirements of IAS 1 (Revised)-
‘Presentation of Financial Statements’.

OTHER REVENUE

Revenues represent various consulting fees and other services recharged to related parties during the
respective year,

EXPENSES BY NATURE

2017 2016

EUR EUR
Auditor’s remuneration 125,155 119,766
Professional fees 3,501,006 2,739,427
Repairs and maintenance 148,681 147,053
Salaries, wages and social security contribution (note 6) 5,304,622 5,421,008
Other staft costs 1,283,373 1,040,594
Travelling expenses 715,538 587,895
Legal fees 229,733 270,411
Rent 1,195,565 1,007,144
Depreciation (note 11) 628,705 460,108
Marketing and advertising 113,508 63,365
Unrealised difference on exchange (3,719,490) 762,553
Realised difference on exchange (4,855) (121,616)
Other expenses 379,479 229,590
Total administrative expenses 9,901,080 12,727,298

Auditor’s remuneration includes EUR20,560 (2016: EUR16,222) for non-audit services provided during
the year ended 31 December 2017.

The amount of share based expenses included in professional fees and salary expenses totalled to
EURS02,795 and EUR75,579 (2016: EUR314,369 and EUR214,096), respectively.
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0. EMPLOYEE INFORMATION

a.  Staff costs

2017 2016
EUR EUR
Wages and salaries 4,497,702 4,630,112
Social security costs 806,920 790,896
Total expenses (note 5) 5,304,622 5,421,008

b. Headcount

The average number of employees employed by the group during the year excluding directors was
49 (2016: 50).

7. OTHER GAINS

2017 2016
EUR EUR
Result from disposal of ownership in associate (note i) 100,838 5,836,865
Other gain 143,780 3,221
Total other gains incurred 244,618 5,840,086

i In 2017 the Group sold part of its investment in Direct Conversion (formerly XCounter AB) with
a total book value of EUR39,162 (2016: EUR2,839,968) for a cash consideration of EUR140,000
(2016: EURS,582,031). This resulted in a realized gain of EUR100,838 (2016: EURS5,836,865).

8. FINANCE INCOME

2017 2016

EUR EUR

Interest receivable on bank balances 455 458
Interest on loans to a shareholder 9,140 9,497
9,595 9,955

9. FINANCE COSTS

2017 2016

EUR EUR

Interest payable on the loan from a shareholder 78,257 72,556
Other finance costs 20,844 14,836
99,101 87,392
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10.

INCOME TAX

The tax charge for the year is comprised of the following:

2017 2016
EUR EUR
Current income tax (benefit)/charge (3,756) 3,751
Adjustments in respect of current income tax
of previous year - 40
Deferred tax (credit)/expenses 13,453 (19,732)
Income tax (credit)/expenses 9,697

(15,941)

The taxation on profit on ordinary activities difters from the theoretical taxation expense that would apply
on the Group’s profit on ordinary activities before taxation using the applicable tax rate in Malta of 35%

(2016: 35%) as follows:

2017 2016
EUR EUR
Accounting loss before tax (10,841,384) (8,378,687)
Theoretical taxation expense at 35% (3,794,484) (2,932,540)
Tax effect of
- Non-allowable expenses 5,608,795 5,227,700
- Deferred tax asset not recognised 451,983 (16,766)
- Income not subject to tax (1,518,919) (2,018,736)
- Difference in tax rates (737,678) (275,640)
- Utilised Group tax losses - -
- Adjustment in respect of current income tax
of previous year - 41
Income tax (credit)/ expenses 9,697 (15,941)

23




VISURAY PLC
Annual Consolidated Financial Statements for the year ended 31 December 2017

NOTES TO THE FINANCIAL STATEMENTS - continued

11. PROPERTY, PLANT AND EQUIPMENT

Plant and Furniture Computer Construction

Buildings equipment & Fittings equipment in progress Total
EUR EUR EUR EUR EUR EUR

Cost
At [ January 2016 204,616 1,730,541 164,090 460,249 862,655 3,422,151
Additions - 111,449 3,697 7,173 60,012 182,331
Transfers - 942,960 - - (942,960) =
Exchange differences 10,591 79,929 6,311 17,695 20,293 134,819
At 31 December 2016 215,207 2,864,879 174,098 485,117 - 3,739,301
Additions - 811,667 10,293 17,423 - 839,383
Transfers - - - - - -
Exchange differences (18,485) (223,124) (16,861)  (30,677) - (289,147)
At 31 December 2017 196,722 3,453,422 167,530 471,863 - 4,289,537
Depreciation and impairment losses
At | January 2016 138,450 889,154 115,011 376,201 - 1,518,816
Depreciation charge for the year 28,508 377,035 18,496 36,069 - 460,108
Exchange differences 7,469 55,483 5,595 15,389 - 83,936
At 31 December 2016 174,427 1,321,672 139,102 427,659 - 2,062,860
Depreciation charge for the year 28,217 551,263 18,956 30,369 - 628,705
Exchange differences (16,827) (118,147) (13,683) (27,036) - (175,693)
At 31 December 2017 185,817 1,754,788 144,375 430,992 - 2,515872
Net book value
At31 December 2017 11,005 1,698,634 23,155 40,871 - 1,773,665
At 31 December 2016 40,780 1,543,207 34,99 57,458 - 1,676,441

As at 31 December 2017, property plant and equipment with cost EUR1,158,915 (2016: EUR1,042,964)

were fully depreciated but still in use.
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12,

13.

INTANGIBLE ASSETS
201 2016
EUR EUR
Patents and trademarks 2,091,607 2,091,607

Intangible assets arc made up of patents and trademarks as recorded at fair value of the assets established
as at 31 December 2012. The Group’s R&D activily concentrates on the development of next-generation
multi-purpose well diagnostics and logging devices.

No amortization of intangible asscts has been charged to date as these assets were still under development
for the majority of 2017. Amortisation of the intangible will be initiated from 2018.

Management monitors revenue and directly attributable costs of its business units separately, while the
decision making process is managed on a Group basis; the Visuray Group is considered to be a single cash
generating unit. The recoverable amount of the cash-generating unit has been determined based on a value
in use calculation using cash flow projections from financial budgets approved by senior management
covering a twelve year period based on the future business development and growth once the technology is
in the market.

The intangible asset is tested for impairment annually. Based on the impairment test performed as at
31 December 2017, the value in use of intangibles was determined to be at least EUR2,091,607 (2016:
EUR2,091,607). As a result, no impairment was recognized during the year.

The key assumptions used in the value in use calculation are most sensitive to the following assumptions:

e  Revenue forecast is based on potential business growth once the technology is in the market.
e  Pre-tax WACC rate used is 20%.

The directors believe that any reasonably possible change in the key assumptions on which the recoverable
amount of the cash-generating unit is based, would not cause its current or updated carrying amount to
exceed its recoverable amount.

INVESTMENT IN ASSOCIATE

The Group has 3.69% (2016: 4.03%) interest in Direct Conversion (formerly Xcounter AB), a technology
leader in direct conversion digital x-ray imaging for medical, dental and industrial markets. Direct
Conversion was founded in 1997 and is listed on the Nasdaq OMX First North.

Although the Group holds less than 20% of the ownership interest and voting control of Direct Conversion,
the Group has the ability to exercise significant influence through both its shareholding and its nominated
directors’ active participation on the Board of Directors of Direct Conversion.
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13. INVESTMENT IN ASSOCIATE - continued

The following illustrates summarized financial information of the Group’s investment in Direct Conversion:

2017 2016

EUR EUR
Non-current assets 12,496,597 9,905,365
Current assets 7,958,614 6,687,883
Non-current liabilities (4,104,817) (3,006,752)
Cuwrrent liabilities (3,093,216) (2,503,114)
Net assets 13,257,178 11,083,382
Group’s carrying amount of the investment 488,530 447,093
Revenue 12,412,442 12,432,067
Total comprehensive income 611,209 463,729
The amount at which the investiment is carried in the

statement of financial position is arrived at as follows:

Investment at cost 5,052,741 5,065,112
Loss brought forward (4,737,314) (4,855,987)
Share of current year post acquisition income / (losses) 15,016 43,701
Other comprehensive income/(losses) 7,182 74,971
Carrying amount of the investment 337,625 327,798
Negative goodwill 151,883 119,295
Share of associate in net assets 488,530 447,093

550,000 shares in Direct Conversion (2016: 550,000 shares) were provided as pledge to the loan payable

to one of the sharcholders (Note 21).

14. TRADE AND OTHER RECEIVABLES

2017 2016

EUR EUR

Prepayments (note ii) 338,199 355,509
VAT recoverable 75,769 116,323
Other receivables (note i) 229,448 265,134
643,416 736,966
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14,

15.

16.

TRADE AND OTHER RECEIVABLES — continued

i, a. The balance as at 31 December 2017 included EUR21,951 (2016: EUR138,242) receivable
from Norwegian Government (being tax reimbursements) in respect of research and development
activity carried out by one of the Group’s subsidiaries.

b. The balance as at 31 December 2017 included EURS50,516 (2016: EUR69,178) due from the related
party of the Group. The balance is interest free, unsecured and settled on demand.

c. The remaining other receivable balances are due from third parties. The balances are interest free,
unsecured and receivable on demand.

ii. Prepayment include a down-payment of EURNIl (2016: EUR37,151) paid to a related party for
R&D projects.

OTHER NON-CURRENT FINANCIAL ASSETS

2017 2016
EUR EUR
Loan to shareholder (note i) 971,469 962,329

iz The balance comprises of principal and accrued interest of EUR914,000 and EUR57,469 (2016:
EUR914,000 and EUR48,329), respectively. The loan is secured by a pledge over the shares owned
by the party in Visuray PLC; bears interest of 1% p.a. and is repayable in 2021, subject to continued
employment of the director.

INVENTORY

Inventory balance comprises the following amounts included in the statement of financial position:

2017 2016

EUR EUR

Finished goods and other inventories 2,244,105 2,177,078
Work in progress 433,336 655,472
2,677,441 2,832,550

During 2017, inventories used for the construction of tools with a carrying amount of EUR121,905 (2016:
EUR261,181) were recorded at net realizable value. The respective expenses were recognized as part of
direct expenditures of the Group.,
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17.

18.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents included in the statement of cash flows comprise the following amounts included

in the statement of financial position:

Cash at banks and in hand

2017 2016
EUR EUR
448,894 479,133

Cash at bank and in hand balance as at 31 December 2016 included restricted cash of EUR103,153 which
was kept in favour of ex-minorities as further explained in note 22. The balance was released during 2017,

ISSUED CAPITAL AND RESERVES

Authorized and issued share capital

As at 31 December 2017:

Total authorised share capital

- Ordinary shares
- Ordinary “A” shares

Issued and fully paid capital:

- Ordinary “A” shares

As at 31 December 2016:

Total authorised share capital
- Ordinary shares

- Ordinary “A” shares
Issued and fully paid capital:

- Ordinary “A” shares

Number of shares
175,000,000

41,175,993
133,824,007

132,023,199

Number of shares
150,000,000

27,882,175
122,117,825

112,117,825

Nominal value, EUR
8,750,000

2,058,800
6,691,200

6,601,160

Nominal value, EUR
7.500,000

1,394,109
6,105,891

6,105,891

All authorised, issued and fully paid shares of Visuray PLC as at 31 December 2017 and as at 31
December 2016 have a nominal value of EUR0.05¢ each.

28



VISURAY PLC
Annual Consolidated Financial Statements for the year ended 31 December 2017

NOTES TO THE FINANCIAL STATEMENTS - continued

18. ISSUED CAPITAL AND RESERYVES - continued

2017
Issued Share
capital premium
EUR EUR
Ordinary shares

As at 1 January 2017 6,105,891 68,515,279
707,000 ordinary "A" shares of a nominal value

EURO0.05 and at a premium of EUR0.41 per share

issued on 6 March 2017. These were paid in 2017 35,350 290,710

400,000 ordinary "A" shares of a nominal value
EURO0.05 and at a premium of EUR1.10 per share
issued on 6 June 2017. These were paid in 2017 20,000 440,000

53,000 ordinary "A" shares of a nominal value
EURO.05 and at a premium of EUROQ.86 per share
issued on 9 June 2017 These were paid in 2017 2,650 45,350

300,000 ordinary "A" shares of a nominal value
EURO.05 and at a premium of EURQ.84 per share
issued on 4 July 2017. These were paid in 2017 15,000 252,000

866,667 ordinary "A" shares of a nominal value
EURO.05 and at a premium of EURQ.45 per share
issued on 9 June 2017. These were paid in 2017 43,333 1,256,667

3,133,334 ordinary "A" shares of a nominal value
EURO0.05 and at a premium of EUR1.45 per share
issued on 9 June 2017. These were paid in 2017 156,667 4,543334

999,999 ordinary "A" shares of a nominal value
EURO0.05 and at a premium of EUR L.45 per share
issued on 4 July 2017. These were paid in 2017 50,000 1,449,999

400,000 ordinary "A" shares of a nominal value
EURO0.05 and at a premium of EUR1.45 per share
issued on 28 August 2017. These were paid in 2017 20,000 580,000

Total
EUR

74,621,170

326,060

460,000

43,000

267,000

1,300,000

4,700,001

1,499,999

600,000
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18. ISSUED CAPITAL AND RESERVES - continued

2017 - continued

275,000 ordinary "A" shares of a nominal value
EURO.05 and at a premium of EUR0.86 per share
issued on 18 September 2017. These were paid in 2017

883,333 ordinary "A" shares of a nominal value
EURO.05 and at a premium of EURO0.41 per share
issued on 25 October 2017. These were paid in 2017

460,457 ordinary "A" shares of a nominal value
EURO0.05 and at a premium of EUR1.10 per share
issued on 11 December 2017 These were paid in 2017

1,426,583 ordinary "A" shares of a nominal value

EURQ0.05 and at a premium of EUR0.84 per share
issued on 21 December 2017. These were paid in 2017

Non- Cash contribution being fair value of share options
forfeited/expired during the year

As at 31 December 2017

Issued Share
capital premium
EUR EUR
13,750 398,750
44,167 1,280,833
23,023 667,063
71,329 2,068,545

- 913,237
6,601,160 82,702,367

Total
EUR

412,500

1,325,000

690,686

2,139,874

913,237

89,303,528
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18.

ISSUED CAPITAL AND RESERVYES - continued

2016

Ordinary shares

As at 1 January 2016

500,000 ordinary "A" shares of a nominal value
EURO0.05 and at a premium of EUR1.45 per share
issued on 21 January 2016. These were paid in 2015

1,613,334 ordinary "A" shares of a nominal value
EURD.05 and at a premium of EUR 1.45 per share
issued on 21 January 2016. These were paid in 2015

520,000 ordinary "A" shares of a nominal value
EURO0.05 and at a premium of EUR 1.45 per share
issued on 24 February 2016. These were paid in 2016

666,667 ordinary "A" shares of a nominal value
EURO0.05 and at a premium of EUR1.45 per share
issued on 16 March 2016. These were paid in 2016

666,667 ordinary "A" shares of a nominal value
EURO.05 and at a premium of EUR1.45 per share
issucd on 09 May 2016. These were paid in 2016

160,000 ordinary "A" shares of a nominal value
EURO0.05 and at a premium of EUR1.45 per share
issued on 08 August 2016. These were paid in 2016

133,333 ordinary "A" shares of a nominal value
EURO0.05 and at a premium of EUR0.75 per share
issued on 23 November 2016. These were paid in 2016

Non- Cash contribution being fair value of share
options forfeited/expired during the year

As at 31 December 2016

Issued Share

capital premium Total
EUR EUR EUR
5,892,891 62,280,132 68,173,023
25,000 725,000 750,000
80,607 2,339,334 2,420,001
26,000 754,000 780,000
33,333 966,667 1,000,001
33,333 966,667 1,000,001
8,000 232,000 240,000
6,667 193,333 200,000
- 58,146 58,146

6,105,891 68,515,279 74,621,170

31




VISURAY PLC
Annual Consolidated Financial Statements for the year ended 31 December 2017

NOTES TO THE FINANCIAL STATEMENTS - continued

18.

ISSUED CAPITAL AND RESERVES - continued

The holders of Ordinary A shares shall have the right to receive notice of and vote on all Ordinary and
Extraordinary resolutions. Ordinary A sharcholders shall also have the right to receive dividends and to
participate in the profits of the company.

Share premium

In terms of the Companies Act, Cap. 386 of the Laws of Malta, this reserve is non distributable by way of
dividends. It may be applied by the company in paying up unissued shares of the company as fully paid
bonus shares to the shareholders of the company or to provide for the premium payable on redemption of
any redeemable preference shares or of any debentures of the company.

Capital contribution reserve

The reserve represents amount of capital contributions received from current or potential shareholders of
Visuray PLC which was not registered properly as a shave capital at year end.

As at 31 December 2017 there were EUR241,284 unregistered contribution received by Visuray ple from
sharcholders (2016: 5). The balance as at 31 December 2017 was fully converted into its share capital
subsequently to the year end being equivalent of 215,000 Ordinary “A” shares, with nominal value of
EUR0.05 issued at a premium varying between EUR0.95 and EURI.10 per share. The issues were fully
paid up and duly registered by Malta Stock Exchange PLC in January 2018.

Other capital reserve

Share based payments

The share based payment reserve is used to recognise the value of the equity settled share-based payments
provided to employees, including key management personnel, and contractors as a part of their
remuneration (note 19).

Accumulated losses

The reserve represents accumulated consolidated losses of the Group up to the reporting date.
Restructuring reserve

During the reorganisation of the Group the share capital and the share premium of Visuray Holding AS,
was eliminated whilst the share capital and share premium of Visuray Ple was accounted for. The difference
between the share capital and share premium of Visuray Ple and Visuray Holding AS was accounted for as
a restructuring reserve.

Foreign currency translation reserve

Foreign currency translation reserve is used to record exchange difterences arising from the translation of
the financial statements of foreign subsidiaries.

Other reserve

The reserve represents proportion of cumulative other comprehensive gains and losses attributable to the
Group from operations of the associate.
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19.

SHARE-BASED PAYMENTS

General share option plan

The Group grants share options of the parent to its directors, non-executive employees and major
consultants. The employees and the consultants are to remain in services with the Group for the period of
3 years from the date of grant to be eligible to exercise their respective share options, while directors
generally have a right to exercise their share options immediately upon award. The fair value of share
options is estimated at the grant date using the Black-Scholes model. The model takes into account share
price volatility, current market value of equity compared to its exercise price as per option agreement,
duration lefi till its expiry, dividend policy of the Group and current cost of risk-fiee investments.

The contractual term of share options is 5 years and there are no cash settlement alternatives. The Group
does not have a past practice of cash settlement of share options.

During the year ended 31 December 2017 the Group recognised the expenses from equity-settled share-

based payment transactions for employees’ and directors’ services of EUR801,456 (2016: EUR78,096), and
for consultants’ services of EUR277,900 (2016: EUR450,369 (2015: EUR1,549,899 (note 5).

Movements for the year

The following table illustrates the number and weighted average exercise price (WAEP) of, and movements
in share options during the years:

2017 2016

Number WAEP Number WAEP

Outstanding at 1 January 17,005,861 EURO0.36 15,526,275 EURO0.38
Granted during the year 3,509,163 EURO0.26 1,760,875 EURO0.30
Forfeited during the year (179,000) EUR0.12 (166,889) EURO.18
Exercised during the year (1,695,000)0 EURO0.30 - -
Expired during the year (1,308,111) EURO0.31 (114,400) EURO0.63
Outstanding at 31 December 17,332,913 EUR0.35 17,005,861 EURO0.36
Exercisable at 31 December 15,875,413 EURO0.36 14,745,986 EUR0.37

The weighted average remaining contractual life for the share options outstanding as at 31 December 2017
was 1 year (2016: 3 years). The exercise prices of options outstanding as at the end of the year ranged from
EURD.75 to EUR2.2 (2016: EUR0.458 to EURL.85).

The following table lists the inputs to the Black-Scholes model used to value share options as at year end
dated 31 December:

2017 2016

EUR EUR
Expected volatility (%) 35.0 35.0
Risk fiee rate (%) 1.0 1.0
Dividend yield (%) Nil Nil
Stock price (EUR) 1.5 1.5
Expected life of share options (years) 1.5-4 2-4

The expected life of share options is based on current expectations of management and is not necessary
indicative of exercise pattern that may occur. The expected volatility reflects the assumption that the
volatility of comparable peer group adjusted to reflect the life of the options is indicative of future trends,
which may not necessarily be the actual outcome.
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20.

21.

DEFERRED TAX

Deferred income taxes are caleulated on all temporary differences under the liability method using a
principle tax rate of 35% (2016: 35%).

The total deferred tax liability arises as follows:

2017 2016
EUR EUR
Finance income 26,941 13,488

The movement for the year of EUR13,453 (2016: (EUR19,732)) has been debited to the statement of
comprehensive income being net finance costs accrued for the year ended 31 December 2017 (note 10).

At 31 December 2017, the Group also had cumulative net deductible temporary differences arising from
different tax jurisdictions of EUR5,948,053 (2016: EUR6,289,720). However the directors opted not to
recognise the deferred tax asset in view of the fact that the Group is still in its start-up phase.

The total deferred tax asset arises as follows:

2017 2016
EUR EUR
Temporary differences on:
Unutilised tax losses 4,161,598 4,582,358
Unrealised losses on share options’ valuation 2,071,515 2,083,743
Unutilised capital allowance 46,725 42,782
Property, plant and equipment 583 761
Unrealised exchange difterence (332,368) (419,924)
5,948,053 6,289,720
LOANS AND BORROWINGS
2017 2016
EUR EUR
L.oan from the sharcholder (note i) 1,266,800 1,338,800

i.  The loan bears interest at a rate of 6% p.a. and is due on 19 January 2018. The financing provided is
convertible into share capital of the company during the maturity period upon the decision of the
Lender at conversion rate EURI.50/share. The loan is secured with shares owned in Direct
Conversion (Note 13). Subscquently to year end the loan was converted into equity (Note 27).
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22. TRADE AND OTHER PAYABLES

2017 2016

EUR EUR

Trade payables (note i) 1,117,606 1,282,041
Amounts due to shareholders (note ii) 10,000 10,000
Amounts due to ex-minority (note iii) 297,570 585,057
Accruals 655,271 280,301
Other payables 1,241,848 1,162,794
3,322,395 3,320,193

i.  Trade payables are non-interest bearing and are normally on 30 day term.

ii.  Amounts due to sharcholders are unsecured, non-interest bearing and repayable on demand.

iii. Under the Norwegian Public Liability Companies Act (section 4-25), the company can force the
purchase of minority shares in a subsidiary. In 2011 the company took over shares according to these
provisions, and as a result an offer price was paid into a special bank account (note 17), which can
only be retrieved by the previous minority shareholders. In May 2017 the final court decision was
released and in this respect the provision was revised accordingly. The amount includes the final
amounts payable to the ex-minorities including outstanding legal and court’s fees and interest charges.

23. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s principal financial liabilities comprise of trade and other payables while financial assets’
structure of the Group includes other receivables and cash and short-term deposits that derive directly from

its operations and investors’ contributions.

a.  Timing of cash flows

The presentation of the financial assets and liabilities listed above under the current and non-current
headings within the statement of financial position is intended to indicate the timing in which cash

flows will arise.

b.  Interest rate risk

The Group’s exposure to market risk for changes in interest rates relates primarily to the Group’s long
term debt obligations. Interest rates as fixed by contract in place with the lenders were negotiated at
arm’s length rates as prevailed as at conclusion date. The Group considers its risk from fluctuating

market interest rates as low.

c. Creditrisk

Financial assets which potentially might subject the Group to concentration of credit risk consist
principally of cash at bank (note 17) and loans and other receivables (notes 14 and 15). The Group’s
cash equivalents are placed with quality financial institutions. All material receivables as at year end
are due from related parties and shareholders of the Group. The directors consider the risk of default

by related parties to be highly remote.

d. Liquidity risk

Liquidity risk principally relates to the Group’s payment obligations for repayments on trade and other
payables. The timing of cash flows received on the Group’s operating activities matches the timing of

these payment obligations.
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23. FINANCIAL RISK MANAGEMENT OBJECTIVYES AND POLICIES - continued

e.  Fair values

At 31 December 2017 and 31 December 2016 the carrying amounts of receivables, payables and
accrued expenses approximated their fair values due to the short-term maturities of these assets and

liabilities.

f.  Capital management

The primary objective of the Group’s capital management is to ensure that it maintains a healthy capital

ratio to support its business and maximise shareholder value.

2017 2016

EUR EUR
Trade and other payables 3,322,395 3,320,193
Loans and other borrowings 1,266,800 1,338,800
Less: Cash and cash equivalents (448,894) (479,133)
Net debt 4,140,301 4,179,860
Total equity 4,339,737 4,434,233
Capital and net debt 8,480,038 8,614,093

The Group manages its capital structure and makes adjustments to it, in light of economic conditions.
To maintain or adjust the capital structure, the Group may adjust the dividend payments to shareholders,
return capital to shareholders or issue new shares.

24, GROUP STRUCTURE

The consolidated financial statements include the financial statements of Visuray plc and the subsidiaries

listed in the following table:

Country of

% equity interest

Name incorporation 2017 2016
Direct subsidiaries

Visuray Limited BVI 100 100
Indirect subsidiaries

Visuray InTech Limited BVI 100 100
Visuray Technology Limited Malta 100 100
Visuray International (Malta) Limited Malta 100 100
Visuray Holding AS Norway 100 100
Visuray AS Norway 100 100
Visuray LL.C United States of America 100 100
Visuray Oilfield Services LLC Russia 100 100
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25. RELATED PARTIES

Details of transactions carried out during the financial year with related parties are as follows:

Related party Total
activity activity
EUR EUR %
Other revenues:
- from an associate 2017 173,621 297,845 58
2016 129,094 228,520 56
Finance income:
- from a shareholder 2017 9,140 9,595 95
2016 9,165 9,955 92
Finance costs:
- due to a shareholder 2017 9,140 9,595 95
2016 72,556 87,392 83
Professional fees and
other recharges:
- firom shareholders 2017 1,142,074 3,501,066 33
2016 761,378 2,739,427 28
Other gains from
Investing activities:
- from shareholders 2017 100,838 100,838 100
2016 5,609,815 5,836,865 96

During 2017 the Group purchased materials for an associate amounting to EUR46,393 (2016: EUR80,000)
which are used in construction of VR90 tools and related R&D activity.

Outstanding balances with related parties at the reporting date and respective terms are disclosed in notes 14,
15 and 22.

Professional fees include EUR781,383 (2016: EUR552,778) which were paid to the directors during the year
ended 31 December 2017 including compensation for consulting services provided and other remunerations.

Wages and salaries include EUR99,925 (2016: EUR191,723) which were paid to the general manager and
other board members.

During 2017 and 2016 the Group granted share options to its divectors and shareholders, total number of
which and related expenses are disclosed in notes 5 and 19.

During 2017, the associate Direct Conversion AB, bought 950,000 shares in the company for the amount of
EUR 1,425,000.
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26. COMMITMENTS AND CONTINGENCIES

Restricted cash

As disclosed in note 22, during 2011 Visuray plc has forced the acquisition of minority stakeholdings in a
subsidiary. Restricted cash in this respect is disclosed in Note 17.

Guarantees

Direct Conversion (formerly known as XCounter AB), an associate of the Group, provided guarantees on
behalf of its subsidiary for a loan taken from a third party. The associate guarantees repayment of the loan
and any interest due, if its subsidiary fails to meet its obligations. The principal and interest accrued until
repayment date at the end of August 2022 amounts to EUR 789 thousand (2016: EUR1,027 thousand).

Other financial obligation

The Group had the following financial obligations under future payments as at 31 December:

Upto After
1 year 1 year

Payment obligations under rental agreements 2017 469,863 888,948
2016 477,452 253,871

Payment obligations under R&D projects 2017 610,300 1,276,200
2016 2,244,293 700,000

Payment obligations for working capital 2017 - -
2016 177,647 -

27. SUBSEQUENT EVENTS

In 2018 the Company increased its share capital by 2,031,141 Ordinary “A” shares of EUR0.05 at premiums
of between EUR 0.98 and EUR1.45 per share depending on terms of share capital issue. The issues were
fully paid till the end of September 2018.

The loan from a shareholder maturing in 2018 was fully converted into equity subsequent to year-end at the
conversion rate of EUR 1.50/share (note 21).
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