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On June 1, 2018, OneSpan Inc., formerly known as VASCO Data Security International, Inc. (“the Company”) filed
a current report on Form 8-K (the “Original 8-K”) reporting that on May 30, 2018 the Company entered into an all cash stock
purchase agreement of Dealflo Limited (“Dealflo”). This Form 8-K/A amends the Original Form 8-K to include the historical
audited financial statements of Dealflo and the unaudited pro forma condensed combined financial statements required by
Items 9.01(a) and 9.01 (b) of Form 8-K that were excluded from the Original Form 8-K in reliance on the instructions to
those items. All other items in the Original Form 8-K remain the same.
 
Item 9.01. Financial Statements and Exhibits
 

(a.) Financial Statements of Business Acquired
 
The audited financial statements of Dealflo for the periods ended December 31, 2017 and 2016 are filed herewith as
Exhibit 99.2 Such financial statements of Dealflo were prepared in accordance with United Kingdom Generally
Accepted Accounting Principles.

 
(b.) Pro Forma Financial Information

 
The unaudited pro forma condensed combined financial information and balance sheet of the Company and Dealflo
for the year ended December 31, 2017, and the quarter ended March 31, 2018 are filed herewith as Exhibit 99.3

 
The following Exhibits are furnished herewith:
   

Exhibit
Number     Description
   
99.2  Audited financial statements of Dealflo Limited for the periods ended December 31, 2017 and 2016
   
99.3

 
Unaudited pro forma condensed combined financial information of the Company and Dealflo Limited for the year
ended December 31, 2017, and the quarter ended March 31, 2018.
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed
on its behalf by the undersigned hereunto duly authorized.
   

Date: August 6, 2018 OneSpan Inc.

/s/ Mark S. Hoyt
Mark S. Hoyt
Chief Financial Officer
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DEALFLO LIMITED
 
INDEPENDENT AUDITORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2017
 
To the Board of Directors of Dealflo Limited
 
We have audited the accompanying financial statements of Dealflo Limited (the ‘Parent Company’) and its subsidiaries (‘the
Group’) which comprise the Group balance sheet as of 31 December 2017 and as of 31 December 2016, the related Group
statement of comprehensive income and the Group statement of changes in Equity, and notes to the financial statements for
the years then ended.
 
Management’s Responsibility for the Financial Statements
 
Management is responsible for the preparation and fair presentation of financial statements in accordance with the Financial
Reporting Standard 102 ‘The Financial Reporting Standard application in UK and Republic of Ireland’ and the Companies Act
2006 (together “United Kingdom Generally Accepted Accounting Practices”); this includes the design, implementation, and
maintenance of internal controls relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.
 
Auditor’s Responsibility
 
Our responsibility is to express an opinion on the financial statements based on our audits. We conducted our audits in
accordance with auditing standards generally accepted in the United States of America. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on our judgement, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments we consider internal
control relevant to the Group’s preparation and fair presentation of the financial statements 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. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.
 
Opinion of financial statements
 
In our opinion, the financial statements referred to above:

�     give a true and fair view of the state of the Group’s and Parent Company’s affairs as at 31 December 2017 and at 31
December 2016 and of its losses for the years then ended; and

�     have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practise, except for
non presentation of a Director’s Report, which is not required by the US Securities and Exchange Commission.

 
Emphasis of matter
 
We draw attention to Note 19, which reconciles the results for the period from United Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice), including Financial Reporting Standard 102 the accounting standard
applicable in UK and Ireland (“FRS 102”) to accounting principles general accepted in the Unites States of America (US
GAAP). Significant differences exist between United Kingdom Generally Accepted Accounting Practice and US GAAP. Our
opinion is not modified with respect to this matter.
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DEALFLO LIMITED
 
INDEPENDENT AUDITORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2017
 
Other matter
 
We draw your attention to the fact that these accounts have not been prepared under section 394 of the Companies Act 2006
and are not the Group’s statutory accounts.
 
 
 
/s/ PKF Littlejohn LLP
 
PKF Littlejohn LLP
Chartered Accountants
Statutory Auditor
1  Westferry Circus
Canary Wharf
London
11 May 2018
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DEALFLO LIMITED
 
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2017
 
        

    2017 2016 
     Note    £    £ 
Turnover    5,059,123  3,541,174 
Cost of sales    (1,142,424) (909,535) 
Gross profit    3,916,699 2,631,639 
Administrative expenses    (8,374,587) (5,334,545) 
Operating profit/(loss)  4 (4,457,888) (2,702,906) 
Interest payable and expenses    (190,718) (120,663) 
Profit/(loss) before tax    (4,648,606) (2,823,569) 
Tax on profit/(loss)  7 319,436  417,320 
Profit/(loss) for the financial year    (4,329,170) (2,406,249) 
Profit/(loss) for the year attributable to:        
Owners of the parent company    (4,329,170) (2,406,249) 
    (4,329,170) (2,406,249) 
 
Total comprehensive income attributable to:
 
There were no recognised gains and losses for 2017 or 2016 other than those included in the consolidated statement of
comprehensive income.
 
The notes on pages 11 to 26 form part of these financial statements.
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DEALFLO LIMITED
REGISTERED NUMBER: 06707232
 
CONSOLIDATED BALANCE SHEET
AS AT 31 DECEMBER 2017
 
        

          2017     2016  
  Note £ £ 
Fixed assets        
Intangible fixed assets  8 517,617  607,164  
Tangible fixed assets  9 104,184  64,744  
    621,801  671,908  
Current assets        
Debtors: amounts falling due within one year  11 1,482,475  1,208,657  
Cash at bank and in hand    6,566,221  1,019,959  
    8,048,696  2,228,616  
Creditors: amounts falling due within one year  12 (3,560,281) (2,867,997) 
Net current assets/(liabilities)    4,488,415  (639,379) 
Total assets less current liabilities    5,110,216  32,529  
Creditors: amounts falling due after more than one year  13 (668,869) (1,334,872) 
        
Net assets/(liabilities)    4,441,347  (1,302,344) 
        
Capital and reserves        
Called up share capital  14 344  245  
Share premium account    13,352,390  3,417,756  
Other reserves    252,566  114,439  
Profit and loss account    (9,163,953) (4,834,784) 
    4,441,347  (1,302,344) 
        
 
The Company's financial statements have been prepared in accordance with the provisions applicable to companies subject to
the small companies regime.
 
The financial statements were approved and authorised for issue by the board and were signed on its behalf on
11  May 2018.
 
 
A Smith
Director
The notes on pages 11 to 26 form part of these financial statements.
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DEALFLO LIMITED
 
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2017
 
              

     

Called up
share

capital    

Share
premium
account    

Share options
reserve    

Foreign
exchange

reserve    

Profit and
loss

account    

Equity
attributable

to owners of
parent

Company 
  £  £  £  £  £  £ 
At 1 January 2017  245  3,417,756  94,288  20,151  (4,834,783)  (1,302,343) 
Comprehensive income for the year              
Loss for the year          (4,329,170)  (4,329,170) 
Issue of shares  99  9,934,634        9,934,733  
Foreign exchange gain (losses) on retranslation        (9,275)    (9,275) 
Share based payment  —  —  147,402  —    147,402  
At 31 December 2017  344  13,352,390  241,690  10,876  (9,163,953)  4,441,347  
 
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2016
 
              

     

Called up
share

capital    

Share
premium
account    

Share options
reserve    

Foreign
exchange

reserve    

Profit and
loss

account    

Equity
attributable

to owners of
parent

Company 
  £  £  £  £  £  £ 
At 1 January 2016  245  3,417,756  —  —  (2,528,534) 989,467  
Comprehensive income for the year              
Loss for the year          (2,406,249) (2,406,249) 
Foreign exchange gain (losses) on retranslation        20,151    20,151  
Share based payment  —  —  94,288  —    94,288  
At 31 December 2016  245  3,417,756  94,288  20,151  (4,834,783) (1,302,343) 
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DEALFLO LIMITED
 
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017
 
1.       General information
 

Dealflo Limited ("the Company") is a private Company limited by shares and is incorporated and domiciled in England.
The address of the registered office is 20 Bedford Square, London, WC1B 3HH. The Company's registered number is
06707232.

 
2.       Accounting policies
 

2.1   Basis of preparation of financial statements
 

The financial statements have been prepared under the historical cost convention unless otherwise specified within
these accounting policies and in accordance with Financial Reporting Standard 102, the Financial Reporting
Standard applicable in the UK and the Republic of Ireland and the Companies Act 2006.

 
The preparation of financial statements in compliance with FRS 102 requires the use of certain critical accounting
estimates. It also requires Group management to exercise judgment in applying the Group's accounting policies
(see note 3).

 
The Company has taken advantage of the exemption allowed under section 408 of the Companies Act 2006 and
has not presented its own Statement of Comprehensive Income in these financial statements.
 
US GAAP
 
Significant differences exist between United Kingdom Generally Accepted Accounting Practice applicable to small
entities and US Generally Accepted Accounting Principles (US GAAP). The US GAAP results for the period and
the effect on total shareholders funds are set out in note 19.

 
The following principal accounting policies have been applied:

 
2.2   Basis of consolidation

 
The consolidated financial statements present the results of the Company and its own subsidiaries ("the Group")
as if they form a single entity. Intercompany transactions and balances between group companies are therefore
eliminated in full. The consolidated financial statements present the figures of Dealflo Limited and Dealflo Inc.
Dealflo (Beijing) Software Limited was dormant and has not been consolidated.
 
The consolidated financial statements incorporate the results of business combinations using the purchase
method. In the Balance Sheet, the acquiree's identifiable assets, liabilities and contingent liabilities are initially
recognised at their fair values at the acquisition date. The results of acquired operations are included in the
Consolidated Statement of Comprehensive Income from the date on which control is obtained. They are
deconsolidated from the date control ceases.
 
In accordance with the transitional exemption available in FRS 102, the group has chosen not to retrospectively
apply the standard to business combinations that occurred before the date of transition to FRS 102, being 01
January 2015.

 
2.3   Going concern

 
The Directors believe that adequate cash resources will be available to cover the Group's requirements for working
capital and capital expenditure for a period of at least 12 months from the approval of the 2017 financial
statements. They are not aware of any other factors that they believe could put into jeopardy the Group’s going
concern status. The financial statements have therefore been prepared on the going concern basis.
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DEALFLO LIMITED
 
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017
 

2.4   Turnover
 

Turnover is recognised to the extent that it is probable that the economic benefits will flow to the Group and the
turnover can be reliably measured. Turnover is measured as the fair value of the consideration received or
receivable, excluding discounts, rebates, value added tax and other sales taxes.

 
Turnover comprises the following income streams:
 
‑ Support fees and Vaulting fees which are recognised over the duration of the contract.
 
‑ Professional fees which are recognised over the period it takes to set up a contract (generally 6 months).
 
‑ Transaction fees which are invoiced up front and recognised over a period of the contract. Any transaction fees
incurred which are over the initial amount are invoiced and recognised on an actual basis.

 
2.5   Intangible assets

 
Intangible assets are initially recognised at cost. After recognition, under the cost model, intangible assets are
measured at cost less any accumulated amortisation and any accumulated impairment losses.

 
All intangible assets are considered to have a finite useful life. If a reliable estimate of the useful life cannot be
made, the useful life shall not exceed ten years.

 
Development costs
 
Development costs include a proportion of staff costs incurred which are specific to the development of the
software.
 
The Directors believe that the capitalised assets provide an accurate representation of the relevant costs incurred
to bring the software into operational existence for use in the day to day trade of the business.
 
Development costs are amortised to the Profit and Loss Account over 10 years, which the Directors consider to be
the estimated economic life of these assets.
 
Domain
 
Domain costs are amortised to the Profit and Loss Account of 5 years, which the Directors consider to be the
estimated economic life of these assets.
 
Website
 
Website costs are amortised to the Profit and Loss Account of 5 years, which the Directors consider to be the
estimated economic life of these assets

 
2.6  Tangible fixed assets

 
Tangible fixed assets under the cost model are stated at historical cost less accumulated depreciation and any
accumulated impairment losses. Historical cost includes expenditure that is directly attributable to bringing the
asset to the location and condition necessary for it to be capable of operating in the manner intended by
management.
 
Depreciation is charged so as to allocate the cost of assets less their residual value over their estimated useful
lives, on a reducing balance basis.
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DEALFLO LIMITED
 
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017
 

Depreciation is provided on the following basis:
 

        

Computer equipment   ‑   15 %  Reducing balance  
 

The assets' residual values, useful lives and depreciation methods are reviewed, and adjusted prospectively if
appropriate, or if there is an indication of a significant change since the last reporting date.

 
Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are
recognised in the Consolidated Statement of Comprehensive Income.

 
2.7   Investments

 
Investments in subsidiaries are measured at cost less accumulated impairment.

 
2.8   Debtors

 
Short term debtors are measured at transaction price, less any impairment

 
2.9   Cash

 
Cash is represented by cash in hand and deposits with financial institutions repayable without penalty on notice of
not more than 24 hours.

 
2.10 Financial instruments

 
The Group only enters into basic financial instrument transactions that result in the recognition of financial assets
and liabilities like trade and other debtors and creditors, loans from banks and other third parties, loans to related
parties and investments in non‑puttable ordinary shares.

 
Debt instruments (other than those wholly repayable or receivable within one year), including loans and other
accounts receivable and payable, are initially measured at present value of the future cash flows and subsequently
at amortised cost using the effective interest method. Debt instruments that are payable or receivable within one
year, typically trade debtors and creditors, are measured, initially and subsequently, at the undiscounted amount of
the cash or other consideration expected to be paid or received. However, if the arrangements of a short‑term
instrument constitute a financing transaction, like the payment of a trade debt deferred beyond normal business
terms or financed at a rate of interest that is not a market rate or in the case of an out‑right short‑term loan not at
market rate, the financial asset or liability is measured, initially, at the present value of the future cash flow
discounted at a market rate of interest for a similar debt instrument and subsequently at amortised cost.

 
Financial assets that are measured at cost and amortised cost are assessed at the end of each reporting period for
objective evidence of impairment. If objective evidence of impairment is found, an impairment loss is recognised in
the Consolidated Statement of Comprehensive Income.

 
2.11 Creditors

 
Short term creditors are measured at the transaction price. Other financial liabilities, including bank loans, are
measured initially at fair value, net of transaction costs, and are measured subsequently at amortised cost using
the effective interest method.
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DEALFLO LIMITED
 
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017
 

2.12 Reserves
 

Share premium
 
The share premium account represents the additional amount shareholders paid for their issued shares that was in
excess of the par value of those shares.
 
Share options reserve
 
The share option reserve account represents the cumulative fair value of share options at grant date over the
vesting periods.
 
Profit and loss account
 
The profit & loss account represents profits and losses which have accumulated year on year since the Group
companies began trading, less the distribution of dividends paid. This is a distributable reserve.

 
2.13 Foreign currency translation

 
Functional and presentation currency

 
The Group's functional and presentational currency is GBP.

 
Transactions and balances

 
Foreign currency transactions are translated into the functional currency using the spot exchange rates at the
dates of the transactions.

 
At each period end foreign currency monetary items are translated using the closing rate. Non‑monetary items
measured at historical cost are translated using the exchange rate at the date of the transaction and non‑monetary
items measured at fair value are measured using the exchange rate when fair value was determined.

 
Foreign exchange gains and losses resulting from the settlement of transactions and from the translation at
period‑end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in
the Consolidated Statement of Comprehensive Income except when deferred in other comprehensive income as
qualifying cash flow hedges.

 
Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are presented in the
Consolidated Statement of Comprehensive Income within 'finance income or costs'. All other foreign exchange
gains and losses are presented in the Consolidated Statement of Comprehensive Income within 'other operating
income'.

 
On consolidation, the results of overseas operations are translated into Sterling at rates approximating to those
ruling when the transactions took place. All assets and liabilities of overseas operations are translated at the rate
ruling at the reporting date. Exchange differences arising on translating the opening net assets at opening rate and
the results of overseas operations at actual rate are recognised in other comprehensive income.
 

2.14 Share based payments
 

Where share options are awarded to employees, the fair value of the options at the date of grant is charged to the
Consolidated Statement of Comprehensive Income over the vesting period.
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DEALFLO LIMITED
 
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017
 

Where the terms and conditions of options are modified before they vest, the increase in the fair value of the
options, measured immediately before and after the modification, is also charged to Consolidated Statement of
Comprehensive Income over the remaining vesting period.

 
2.15 Operating leases

 
Rentals paid under operating leases are charged to the Consolidated Statement of Comprehensive Income on a
straight line basis over the lease term.

 
2.16 Pensions

 
Defined contribution pension plan

 
The Group operates a defined contribution plan for its employees. A defined contribution plan is a pension plan
under which the Group pays fixed contributions into a separate entity. Once the contributions have been paid the
Group has no further payment obligations.

 
The contributions are recognised as an expense in the Consolidated Statement of Comprehensive Income when
they fall due. Amounts not paid are shown in accruals as a liability in the Balance Sheet. The assets of the plan are
held separately from the Group in independently administered funds.

 
2.17 Borrowing costs

 
All borrowing costs are recognised in the Consolidated Statement of Comprehensive Income in the year in which
they are incurred.
 

2.18 Taxation
 

Tax is recognised in the Consolidated Statement of Comprehensive Income, except that a charge attributable to an
item of income and expense recognised as other comprehensive income or to an item recognised directly in equity
is also recognised in other comprehensive income or directly in equity respectively.

 
The current income tax charge is calculated on the basis of tax rates and laws that have been enacted or
substantively enacted by the balance sheet date in the countries where the Company and the Group operate and
generate income.

 
Deferred tax balances are recognised in respect of all timing differences that have originated but not reversed by
the Balance Sheet date, except that:
· The recognition of deferred tax assets is limited to the extent that it is probable that they will be recovered

against the reversal of deferred tax liabilities or other future taxable profits;
· Any deferred tax balances are reversed if and when all conditions for retaining associated tax allowances have

been met; and
· Where they relate to timing differences in respect of interests in subsidiaries, associates, branches and joint

ventures and the Group can control the reversal of the timing differences and such reversal is not considered
probable in the foreseeable future.

 
Deferred tax balances are not recognised in respect of permanent differences except in respect of business
combinations, when deferred tax is recognised on the differences between the fair values of assets acquired and
the future tax deductions available for them and the differences between the fair values of liabilities acquired and
the amount that will be assessed for tax. Deferred tax is determined using tax rates and laws that have been
enacted or substantively enacted by the balance sheet date.
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DEALFLO LIMITED
 
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017
 

2.19 Research and development
 

In the research phase of an internal project it is not possible to demonstrate that the project will generate future
economic benefits and hence all expenditure on research shall be recognised as an expense when it is incurred.
Intangible assets are recognised from the development phase of a project if and only if certain specific criteria are
met in order to demonstrate the asset will generate probable future economic benefits and that its cost can be
reliably measured. The capitalised development costs are subsequently amortised on a straight line basis over
their useful economic lives of 10 years.
 
If it is not possible to distinguish between the research phase and the development phase of an internal project, the
expenditure is treated as if it were all incurred in the research phase only.
 

3.       Judgments in applying accounting policies and key sources of estimation uncertainty
 

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances:
 
Share based payments
The Group’s employees have been granted share options.  The Directors have assessed the fair value of the share
options granted and have used their judgement of recognisable inputs into the valuation model to determine the charge
that should be applied to the consolidated statement of comprehensive income over the vesting periods.
 
Useful economic lives of intangible assets
The annual amortisation charge for intangible assets is sensitive to changes in the estimated useful economic lives of
the assets.  The useful economic lives are re‑assessed annually.  See note 8 for the carrying amount of the
development costs, and note 2.4 for the useful economic lives for each class of asset.

 
4.       Operating profit/(loss)
 

The operating profit/(loss) is stated after charging:
 
      

     2017     2016  
  £ £ 
Research & development charged as an expense  403,903  377,765  
Depreciation of tangible fixed assets  43,066  23,064  
Amortisation of intangible assets  119,226  108,479  
Exchange differences  319,761  (127,261) 
Other operating lease rentals  461,243  246,277  
Defined contribution pension cost  44,944  1,800  
 
5.       Employees
 

Staff costs, including Directors' remuneration, were as follows:
 

      

     2017     2016  
  £ £ 
Wages and salaries  5,186,959  3,739,965  
Social security costs  468,461  324,872  
Cost of defined contribution scheme  44,944  1,800  
  5,720,364  4,066,637  
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DEALFLO LIMITED
 
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017
 

The average monthly number of employees, including the Directors, during the year was as follows:
 

      

     2017     2016  
  No. No. 
Employees  66  41  

 
6.        Directors' remuneration
 

      

     2017     2016  
  £ £ 
Directors' emoluments  164,800  240,000  
  164,800  240,000  

 
Key management personnel remuneration during the year was £367,000 (2016 ‑ £390,000).

 
7.      Taxation
 

      

     2017     2016  
  £ £ 
Corporation tax :      
Adjustment in respect of previous periods  379,436  465,372  
Foreign tax  (60,000) (48,052) 
  319,436  417,320  

 
Factors affecting the tax charge for the year
As at the year end, the Company has built up taxable losses, some of which qualifies as R&D expenditure. The
Company has submitted successful claims in previous years which have resulted in tax credits being received. A claim
for the current year has yet to be submitted and as such has not been recognised in the financial statements.

 
8.       Intangible assets
 

Group
 
          

          Development           
  Domain costs Website Total 
  £ £ £ £ 
Cost          
At 1 January 2017  50,509  960,315  60,021  1,070,845  
Additions  —  —  29,679  29,679  
At 31 December 2017  50,509  960,315  89,700  1,100,524  
          
Amortisation          
At 1 January 2017  5,893  451,234  6,554  457,127  
Charge for the year  10,102  96,032  13,092  119,226  
At 31 December 2017  15,995  547,266  19,646  582,907  
          
Net book value          
At 31 December 2017  34,514  413,049  70,054  517,617  
At 31 December 2016  44,616  509,081  53,467  607,164  
 

The Group’s Intangible Fixed Assets are owned by the Company therefore the Group Intangible assets are the same as
the Company’s.
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DEALFLO LIMITED
 
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017
 
9.       Tangible fixed assets
 

Group
 

    

     Computer equipment 
  £ 
Cost    
At 1 January 2017  86,973  
Additions  84,947  
Foreign exchange rate movements  (2,422) 
At 31 December 2017  169,298  
    
Depreciation    
At 1 January 2017  22,048  
Charge for the year  43,066  
At 31 December 2017  65,114  
    
Net book value    
At 31 December 2017  104,184  
At 31 December 2016  64,744  

 
Company

 
    

     Office 
  equipment 
  £ 
Cost or valuation    
At 1 January 2017  20,777  
Additions  42,190  
At 31 December 2017  62,967  
    
Depreciation    
At 1 January 2017  5,765  
Charge for the year  26,240  
At 31 December 2017  32,005  
    
Net book value    
At 31 December 2017  30,962  
At 31 December 2016  15,012  
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DEALFLO LIMITED
 
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017
 
10.     Fixed asset investments
 

Company
 

    

     Investments 
  in 
  subsidiary 
  companies 
  £ 
Cost    
At 1 January 2017  1  
Additions  1  
At 31 December 2017  2  
    
Net book value    
At 31 December 2017  2  
At 31 December 2016  1  

 
Subsidiary undertakings
 
The following were subsidiary undertakings of the Company:

 
      

     Class of      
Name  shares Holding 
Dealflo Inc  Ordinary 100 %
Dealflo (Beijing) Software Limited  Ordinary 100 %

 
The principal business activity of the subsidiaries is that of information technology services.
 
Dealflo Inc was incorporated in Canada. Dealflo (Beijing) Software Limited was incorporated in China.

 
11.     Debtors
 
          

     Group    Group    Company    Company 
  2017  2016  2017  2016  
  £ £ £ £ 
Trade debtors  866,882  780,210  866,882  780,210  
Amounts owed by group undertakings  —  —  257,001  61,415  
Other debtors  460,345  330,446  62,255  31,272  
Prepayments and accrued income  155,247  98,001  118,307  51,400  
  1,482,474  1,208,657  1,304,444  924,297  
 
12.     Creditors: Amounts falling due within one year
 
          

     Group    Group    Company    Company 
  2017 2016  2017  2016  
  £ £ £ £ 
Other loans  666,004  544,638  666,004  544,638  
Trade creditors  585,606  269,733  498,508  235,404  
Corporation tax  32,365  29,062  —  —  
Other taxation and social security  157,881  254,226  226,961  267,662  
Other creditors  24,788  12,068  15,894  6,795  
Accruals and deferred income  2,093,637  1,758,269  2,093,637  1,722,053  
  3,560,281 2,867,997 3,501,004  2,776,551  
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13.     Creditors: Amounts falling due after more than one year
 
          

     Group    Group    Company    Company 
  2017  2016  2017  2016  
  £ £ £ £ 
Other loans  668,869  1,334,872  668,869  1,334,872  
  668,869  1,334,872  668,869  1,334,872  
 

Other loans includes a loan from Industrial Lending 1 who hold a fixed and floating charge over all property or
undertaking of the Company. The loan is due for repayment in 2019 and has a market rate of interest applied to it.
 

 
14.     Share capital
 
      

     2017     2016  
  £ £ 
Allotted, called up and fully paid      
      
1,680,970‑ Ordinary shares of £0.0001 each  168  168  
720,968‑ A Preferred shares of £0.0001 each  72  72  
50,000‑ B shares of £0.0001 each  5  5  
989,600- B Preferred shares of £0.0001 each  99  — 
      
  344  245  
 

Ordinary shares have equal rights as to dividends, distributions on winding up and voting.
A Preferred shares have equal rights as to votes and dividends, however they rank ahead of ordinary and B shares on a
distribution on an exit. A Preferred shares are also convertible to ordinary shares in certain circumstances.
B shares have equal rights to dividends and other distributions but have no voting rights.
During the year 989,600 B preferred shares were issued for a total consideration of £9,934,731. B preferred shares
have equal rights to votes and dividends, however they rank ahead of ordinary, B and A preferred shares on a
distribution on an exit. B Preferred shares are also convertible to ordinary shares in certain circumstances.

 
15.     Pension commitments
 

During the year, the Group has paid into an employees personal defined contribution pension scheme. The assets of
the scheme are held separately from those of the Company in an independently administered fund. The pension cost
charge represents contributions payable by the Company to the fund and amounted to £44,944 (2015 ‑ £1,800).
Contributions totalling £7,518 (2015 ‑ £540) were owing to the fund at balance sheet date.

 
16.     Commitments under operating leases and other commitments
 

At 31 December 2017 the Group and the Company had future minimum lease payments under non‑cancellable
operating leases as follows:

 
          

     Group    Group    Company    Company 
  2017  2016  2017  2016  
  £ £ £ £ 
Not later than 1 year  234,851  231,452  52,598  62,544  
Later than 1 year and not later than 5 years  574,287  760,086  —  —  
  865,896  991,538  52,598  62,544  
 

During the year the Parent Company incorporated Dealflo (Beijing) Software Limited and committed £56,000 of
investment into the Company as required by Chinese regulations.  The commitment is expected to be paid during
2018.
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17.     Related party transactions
 

Arrk Group Limited
 
JRL Howison is a Director of the Company, and is also a Director of Arrk Group Limited.
 
During the year, Arrk Group Limited provided professional services to Dealflo Limited totalling £142,828 (2016:
£317,168).
 
At the year end there was an amount owing to Arrk Group Limited of £nil (2016: £21,316).
 
Notion Transactions
 
Stephen Chandler is a Director of Notion Platform Limited. who provided professional services to Dealflo Limited
totalling £7,200 (2016: £6,000).
 
Stephen Chandler is a Director of Dealflo Limited and also Notion Nominees UK Limited.
 
During the year the Notion Nominees UK Limited subscribed to 494,800 (2016 - nil) Preferred B shares at a nominal
value of £0.0001 and a fair value of £10.11. During the year Notion Nominees UK Limited provided services to Dealflo
Limited totalling £6,000 (2016 - £5,000).

 
18.     Controlling party
 

In the opinion of the Directors, there is no ultimate controlling party of the Company.
 
19.     Reconciliation from UK FRS 102 (Section 1A) to accounting principles generally accepted in the United States
of America (“US GAAP”)
 

The accompanying financial statements of Dealflo Limited have been prepared in accordance with Section 1A of
Financial Reporting Standard 102 (FRS 102) the Financial Reporting Standard applicable in the UK and the Republic of
Ireland as described in Note 1. FRS 102 differs in certain respects from the requirements of US GAAP. The effects of
the US GAAP application are detailed below:

 
          

     2017     2017     2016     2016  

  
Profit & Loss

account Net assets 
Profit & Loss

account Net assets 
  £ £ £ £ 
UK FRS 102 results :          
Loss for the year  (4,329,170)   (2,406,249)   
Shareholder net assets    4,441,345    (1,302,343) 
          
US GAAP adjustment:          
Revenue recognition  78,687  78,687  (123,629) (123,629) 
Share based payments and warrants  147,402  —  94,288  —  
          
Results under US GAAP  (4,103,081) 4,520,032  (2,435,590) (1,425,972) 
 

Revenue Recognition
Under UK FRS 102, revenue in relation to contracts is recognised by reference to the stage of completion at the period
end date, where the outcome of the transaction can be estimated reliably. Under US GAAP, in relation to multiple
element contracts the contract price should be allocated using Vendor Specific Objective Evidence “VSOE”,
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if no VSOE exists for an element of the contract, no revenue can be recognised until the VSOE for all the elements of
the contract exist or until all elements of the contract are delivered.
 
This net result of this adjustment has resulted in £78,687 of additional revenue being recognised in 2017 (2016:
£123,629 derecognised).
 
Share based payments and warrants
Under UK GAAP, share and warrant options can be recognised where there is reasonable certainty that the
performance obligation or trigger event will be met.  The trigger event for the options held by the Parent company is on
“exit” through a sale or equivalent.  Under US GAAP an “exit” performance obligation is deemed outside of the Parent
company’s control and is therefore not recognised until the event occurs. The adjustment reverses the accounting of
these under UK GAAP.

 
Cash and cash equivalents
Under UK GAAP, cash is defined as cash in hand and deposits repayable on demand, less overdrafts repayable on
demand. Under US GAAP, cash and cash equivalents are defined as cash and investments with original maturities of
three months or less.
 
There is no requirement to present a cashflow statement under Section 1A of FRS 102.
 
The following table presents cash flows as classified under US GAAP.
 
Note to the cashflow statement
 
Reconciliation of operating loss to net cash outflow from operating activities

 
      

     2017     2016  
  £ £ 
Operating loss  (4,233,799) (2,732,347) 
Depreciation  43,066  23,064  
Amortisation  119,226  108,479  
UK Corporation tax credits  379,436  465,372  
Foreign tax paid  (56,697) (29,890) 
Working capital movements:      
Movement in debtors  (273,816) (75,853) 
Movement in creditors  467,018  1,352,752  
      
Cash outflow from operating activities  (3,553,567) (888,323) 
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     2017     2016  
  £ £ 
Net Cash flows outflows from operating activities  (3,553,567) (888,323) 
      
Investing activities:      
Payments to acquire intangible assets  (29,679) (44,229) 
Payments to acquire tangible assets  (84,947) (59,371) 
Interest received  18,826  —  
Net cash outflow from investing activities  (95,800) (103,600) 
      
Financing activities:      
Interest paid  (194,468) (138,250) 
Issue of share capital  9,934,731  —  
Issue of long term debt  —  1,500,000  
Repayment of long term debt  (544,638) (120,490) 
Net cash inflow from financing activities  9,195,626  1,241,261  
      
Net increase/(decrease) in cash and cash equivalents  5,546,259  249,338  
      
Cash and cash equivalents at beginning of year  1,019,961  770,623  
Cash and cash equivalents at the end of year  6,566,261  1,019,961  
Cash and cash equivalents at the end of year comprise:      
Cash at bank and in hand  6,566,261  1,019,961  
  6,566,261  1,019,961  

 
The following presents customer and supplier concentration as required under US GAAP.
 
Major Customers and Accounts Receivable
 
The Group had certain customers whose revenue individually represented 10% or more of the Group’s total revenue, or
whose accounts receivable balances individually represented 10% or more of the Group’s total accounts receivable as
follows:
 
For the year ended 31 December 2017 two customers accounted for 28% of revenue (2016 two customers, 33% of
revenue).
 
At 31 December 2017 four customers accounted for 50% of the accounts receivable (2016 five customers, 82% of the
accounts receivable).
 
Major Suppliers and Accounts Payable
 
The Company had certain suppliers whose purchases individually represented 10% or more of the Company’s total
purchases, or whose accounts payable balances individually represented 10% or more of the Company’s total accounts
payable as follows:
 
For the year ended 31 December 2017 three suppliers accounted for 44% of purchases (2016 three suppliers, 51% of
purchases).
 
At 31 December 2017 two suppliers accounted for 68% of the accounts payable (2016 three suppliers, 66% of the
accounts payable).
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Exhibit 99.3

UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATED FINANCIAL INFORMATION

The following unaudited pro forma condensed combined financial information is based upon the audited and unaudited historical
financial information of OneSpan, Inc., formerly known as VASCO Data Security International, Inc. (“OneSpan” or the “Company”) and
Dealflo Limited (“Dealflo”) as adjusted to give effect to the following acquisition (the “Acquisition”):

As previously disclosed, on May 30, 2018 (“Acquisition date”),  the Company, through its wholly-owned subsidiary VASCO Digital
Automation Limited, a privately held company incorporated under English law (“Purchaser”), entered into an all cash stock purchase
agreement (“Agreement”). The Agreement provided for the acquisition of all of the outstanding stock of Dealflo Limited and its
subsidiaries (“Dealflo”) for an aggregate purchase price, net of cash acquired, of GBP 41 million,  or USD $53.9 million (the “Purchase
Price”) and is governed by English Law. The Purchase Price was subject to a locked box completion mechanism and was delivered cash
free and debt free upon closing with a portion of the Purchase Price reserved for an escrow account deposited with an agent at closing. The
Agreement contains customary representations, warranties and covenants of the parties to the Agreement with limited warranties provided
by the investors and general warranties provided by certain shareholders who are Dealflo employees with a Buyer’s Warranty and
Indemnity Insurance policy for supplemental claims coverage procured by the Purchaser.

Prior to the acquisition date, OneSpan held a minority ownership in Dealflo with a value of $0.8 million. The acquisition increased
the Company’s ownership percentage to 100% from 1%.

The following unaudited pro forma condensed combined financial information combine the historical financial information of the
Company and Dealflo. The unaudited pro forma condensed combined balance sheet at March 31, 2018 gives effect to the acquisition as if
the acquisition had been consummated at that date. The unaudited pro forma condensed combined statements of operations for the year
ended December 31, 2017 and the quarter ended March 31, 2018 are presented as if the acquisition had occurred on January 1, 2017.
 

 

 



 
                  

Unaudited Pro Forma Condensed Combined Balance Sheet as of March 31, 2018
                   
  Historical       

     Dealflo    Dealflo    
Pro

Forma

     
UK

GAAP  US GAAP  
US

GAAP  Pro Forma  Condensed
  OneSpan     (in GBP)  Adjustments  (in USD)  Adjustments  Combined
                   
ASSETS                   

Current assets                      
Cash and equivalents  $ 126,484  £ 5,023  £  —  $ 7,048  $ (58,729)A $ 74,803
Short term investments   39,953    —    —    —    —   39,953
Accounts receivable, net of allowances   34,445   1,272    —   1,785   (364)B  35,866
Inventories, net   11,504    —    —    —    —   11,504
Prepaid expenses   6,478   46    —   65   364 B   6,543
Contract assets   4,874    —    —    —    —    5,238
Other current assets   4,547   420    —   589    —   5,136

Total current assets   228,285   6,761    —   9,487   (58,729)  179,043
Property and equipment, net   6,300   595    —   835    —   7,135
Goodwill   57,025    —    —    —   37,717 C  94,742
Intangible assets, net of accumulated amortization   35,733    —    —    —   16,100 D  51,833
Deferred income taxes   4,975    —    —    —    —   4,975
Contract assets - non-current   7,488    —    —    —    —   7,488
Other assets   7,062    —    —    —   (789)E  6,273

Total assets  $ 346,868  £ 7,356  £  —  $ 10,322  $ (6,065) $ 351,488
LIABILITIES AND STOCKHOLDERS' EQUITY                         

Current liabilities                         
Accounts payable  $ 4,822  £ 464  £  —  $ 651  $  —  $ 5,473
Deferred revenue   30,433   1,781   97   2,635   (791)F  32,277
Accrued wages and payroll taxes   10,669   55    —   77    —   10,746
Short-term income taxes payable   1,435    -    —    -    —   1,435
Other accrued expenses   9,598   697    —   978   1,100 G  11,676
Deferred compensation   395    -    —    -    —   395

Total current liabilities   57,352   2,997   97   4,341   309   62,002
Long-term deferred revenue   6,773    —    —    —    —   6,773
Other long-term liabilities   7,500    —    —    —    —   7,500
Long-term income taxes payable   12,848    —    —    —    —   12,848
Deferred income taxes   8,169    -    —    —   1,070 H  9,239
Long term debt    -   1,174    —   1,647   (1,647)I   —

Total liabilities   92,642   4,171   97   5,988   (268)  98,362
Stockholders' equity                         

Common stock   40    -    —    —    —   40
Additional paid-in capital   91,106   13,352    —   18,735   (18,735)J  91,106
Accumulated income   170,319   (10,398)  (97)   (14,726)  13,626 G,J 169,219
Accumulated other comprehensive loss   (7,239)  231    —   324   (324)J  (7,239)

Total stockholders' equity   254,226   3,185   (97)   4,333   (5,433)  253,126
Total liabilities and stockholders' equity  $ 346,868  £ 7,356  £  —  $ 10,321  $ (5,701) $ 351,488

                   

 



 
                  

Unaudited Pro Forma Condensed Combined Statement of Operations for the year ended December 31, 2017
                   
  Historical       

     Dealflo    Dealflo    
Pro

Forma
     UK GAAP US GAAP  US GAAP Pro Forma  Condensed

  OneSpan     (in GBP)  Adjustments (in USD)  Adjustments Combined
                   
                   
Revenue                         

Product and license  $147,257  £  —  £  —  $  —  $  —  $ 147,257
Services and other   46,034   5,059   79   6,885   (1,093)F,K  51,826

Total revenue   193,291   5,059   79   6,885   (1,093)  199,083
                   

Cost of goods sold                         
Product and license   48,333    —    —    —    —   48,333
Services and other   10,444   1,142    —   1,530   (500)K  11,474

Total cost of goods sold   58,777   1,142    —   1,530   (500)  59,807
                   

Gross profit   134,514   3,917   79   5,355   (593)  139,276
                   
Operating costs                         

Sales and marketing   58,994    —    —    —   2,437 B  61,431
Research and development   23,119    —    —    —   3,393 B  26,512
General and administrative   37,400   8,375   (147)  11,025   (4,730)B,G  43,695
Amortization / impairment of intangible assets   8,809    —    —    —   2,970 L  11,779

Total operating costs   128,322   8,375   (147)  11,025   4,070   143,417
                   

Operating income (loss)   6,192   (4,458)  226   (5,670)  (4,663)  (4,141)
                   
Interest income (expense), net   1,431   (191)   —   (256)  256 I  1,431
Other income, net   758    —    —    —    —   758
                   
Income (loss) before income taxes   8,381   (4,649)  226   (5,926)  (4,407)  (1,952)

Provision (benefit) for income taxes   30,780   (319)   —   (427)   (1,570)M  
 

  28,783
                   
Net income (loss)  $ (22,399) £ (4,330) £ 226  $ (5,499) $  (2,837) $  (30,736)
                   
Net income (loss) per share                         

Basic  $ (0.56)             $ (0.77)
Diluted  $ (0.56)             $ (0.77)
                   

Weighted average common shares outstanding                     
Basic   39,802               39,802
Diluted   39,802               39,802

 
 

 



                   

Unaudited Pro Forma Condensed Combined Statement of Operations for the Quarter ended March 31, 2018
                   
  Historical       

     Dealflo    Dealflo    
Pro

Forma
     UK GAAP US GAAP  US GAAP Pro Forma  Condensed

  OneSpan    (in GBP)  Adjustments (in USD)  Adjustments  Combined
                   
                   
Revenue                         

Product and license  $ 33,494  £  —  £  —  $  —  $  —  $ 33,494
Services and other   11,938   1,524   20   2,152   (125)K  13,965

Total revenue   45,432   1,524   20   2,152   (125)  47,459
                   

Cost of goods sold                         
Product and license   8,185    —    —    —    —   8,185
Services and other   2,550   304    —   424   (125)K  2,849

Total cost of goods sold   10,735   304    —   424   (125)  11,034
                   

Gross profit   34,697   1,220   20   1,728    —   36,425
                   
Operating costs                         

Sales and marketing   14,277    —    —    —   771 B  15,048
Research and development   5,797    —    —    —   1,451 B  7,248
General and administrative   10,774   2,176   (37)  2,982   (2,222)B  11,534
Amortization / impairment of intangible assets   2,201    —    —    —   743 L  2,944

Total operating costs   33,049   2,176   (37)  2,982   743   36,774
                   

Operating income (loss)   1,648   (956)  57   (1,254)  (743)  (349)
                   
Interest income (expense), net   393      (256)    —   (357)    —   36
Other income (expense), net   380    —    —   —   —   380
                   
Income (loss) before income taxes   2,421   (1,212)  57   (1,611)  (743)  67
Provision (benefit) for income taxes   629   26    —   36   (556)M  109
                   
Net income (loss)  $ 1,792  £ (1,238) £ 57  $ (1,647) $ (187) $  (42)
                   
Net income (loss) per share                         

Basic  $ 0.04              $ (0.00)
Diluted  $ 0.04              $ (0.00)
                   

Weighted average common shares outstanding                     
Basic   39,910               39,910
Diluted   40,059               39,910

                   
 

 



Notes to Unaudited Pro Forma Condensed Combined Financial Information
(in thousands, except per share data)

1. Basis of Presentation

The unaudited pro forma condensed combined financial information presented here has been prepared using OneSpan’s and Dealflo’s
historical consolidated financial information and presents the pro forma effects of the acquisition and certain adjustments described herein
in accordance with Article 11 of Regulation S-X.

The historical statements of operations and balance sheet of Dealflo were prepared in accordance with United Kingdom Generally
Accepted Accounting Practices (“UK GAAP”). The audited historical statement of operations and balance sheet of Dealflo include a
reconciliation to US GAAP as a footnote disclosure, as set forth in Exhibit 99.2 to this Form 8-K/A. The Company has included the US
GAAP adjustments noted in the Dealflo audited financial statements in the unaudited pro forma condensed combined financial information.
The adjustments relate to undelivered elements of a multiple deliverable software arrangement in accordance with US GAAP ASC 985
Software, and recognition of stock based compensation expense in accordance with US GAAP ASC 718 Compensation-Stock
Compensation.  

The unaudited pro forma condensed combined financial information has been prepared using the acquisition method of accounting in
accordance with Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) Topic 805, Business
Combinations, (ASC 805). The unaudited pro forma condensed combined financial information will differ from the final purchase
accounting for a number of reasons, including the fact that the estimates of fair values of assets and liabilities acquired are preliminary and
subject to change when the formal valuation and other analyses are finalized. Upon completion of the valuation analysis, there may be
additional increases or decreases to the recorded book values of Dealflo’s assets and liabilities, including, but not limited to assumed
deferred revenue, technology, non-compete agreements, customer relationships, trademarks, and related deferred tax liabilities. The
differences between the preliminary estimates and the final purchase accounting could have a material impact on the accompanying
unaudited pro forma condensed combined financial information.

The historical financial information has been adjusted to give effect to matters that are (i) directly attributable to the Acquisition, (ii)
factually supportable, and (iii) with respect to the statements of operations, expected to have a continuing impact on the operating results of
the combined company.

The unaudited pro forma condensed combined financial information has been prepared for illustrative purposes only and is not
necessarily indicative of what the combined company’s condensed consolidated financial position or results of operations actually would
have been had the Acquisition been completed as of the dates indicated. In addition, the unaudited pro forma condensed combined financial
information does not purport to project the future financial positions or operating results of the combined company.

This unaudited pro forma condensed combined financial information should be read in conjunction with the financial statements of
OneSpan and Dealflo as noted below:

· OneSpan’s historical audited consolidated financial statements, and related notes thereto, for the year ended December 31,
2017, included in OneSpan’s Annual Report on Form 10-K for the year ended December 31, 2017;

· OneSpan’s historical unaudited condensed consolidated financial statements, and related notes thereto, for the quarters ended
March 31, 2018 and 2017, included in OneSpan’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2018;  

· The historical audited financial statements, and related notes thereto, of Dealflo for the year ended December 31, 2017
included as Exhibit 99.2 to this Form 8-K; and

This unaudited pro forma condensed combined financial information should also be read in conjunction with the Purchase
Agreement filed as Exhibit 2.1 to the Company’s Current Report on Form 8-K filed with the SEC on June 1, 2018.

2.  Purchase Price Allocation

The Acquisition is accounted for as a business acquisition using the acquisition method accounting in accordance with ASC 805,
whereby the net assets acquired are recognized based on their estimated fair values on the acquisition date. The table below

 



shows the calculation of the purchase consideration and allocation of purchase price to the estimated fair value of net assets acquired and
liabilities assumed:

     

Purchase Consideration:          
Cash  $59,518  
Less: Cash acquired   (7,048) 
Less: Previous investment   (789) 
Net purchase price  $51,681  

     
Net Assets Acquired and Liabilities Assumed     

Acquired tangible assets  $ 3,585  
Acquired intangible assets   16,100  
Liabilities assumed   (5,721) 
Goodwill   37,717  
Total purchase price consideration  $51,681  

 
The excess of purchase consideration over net assets assumed was recorded as goodwill, which represents the strategic value

assigned to Dealflo, including expected benefits from synergies resulting from the acquisition, as well as the knowledge and experience of
the workforce in place. In accordance with applicable accounting standards, goodwill is not amortized and will be tested for impairment at
least annually, or more frequently, if certain indicators are present.

Based on the preliminary results of the valuation analysis, OneSpan has allocated approximately $16.1 million of the purchase price
to identifiable intangible assets. The following table summarizes the major classes of intangible assets, the respective weighted-average
amortization periods, and pro forma amortization:
             

      Pro Forma Amortization  
    Weighted Average  Year ended  Quarter ended  
  Estimated Fair Value  Amortization Period  December 31, 2017  March 31, 2018  

  (in thousands)  (Years)  (in thousands)  (in thousands)  
Identifiable Intangible Assets          
Customer relationships     $ 10,000     7     $ 1,429     $ 357  
Technology   5,900  4   1,475   369  
Trademarks   200  3   67   17  
  $ 16,100    $ 2,970  $ 743  
 

The fair values of assets acquired and liabilities assumed are based on preliminary estimates of fair values as of the acquisition date.
Management believes the fair values recognized for the assets acquired and liabilities assumed are based on reasonable estimates and
assumptions. Preliminary fair value estimates may change as additional information becomes available. There can be no assurance that the
final determination will not result in material changes from these preliminary amounts. Amounts preliminarily allocated to intangible assets
and goodwill may change significantly, and amortization methods and useful lives may differ from the assumptions that have been used in
this unaudited pro forma combined condensed financial information, any of which could result in a material change in operating expenses.

3. Pro Forma Adjustments

The unaudited pro forma condensed consolidated balance sheet includes adjustments made to historical financial information that
were calculated assuming the Acquisition had been completed as of March 31, 2018. Unaudited pro forma adjustments are based upon
available information and certain assumptions believed to be reasonable under the circumstances. The adjustments reflect preliminary
estimates of the purchase price allocation, which may change upon finalization of our valuation assessment.

The unaudited pro forma condensed consolidated statements of operations include adjustments made to historical financial
information calculated assuming the Acquisition was completed as of January 1, 2017. The unaudited pro forma condensed consolidated
financial information does not include the impact of potential cost savings or other operating efficiencies that could result from the
Acquisition.

 Income tax impacts resulting from pro forma adjustments for the year ended December 31, 2017 were calculated utilizing a statutory
income tax rate of 17%. No tax benefit was reflected on the non-deductible acquisition costs. Income tax impacts resulting from pro forma
adjustments for the quarter ended March 31, 2018 were estimated utilizing the estimated annual tax rate of 24%.

 



The following items resulted in adjustments reflected in the unaudited pro forma condensed consolidated financial information:
   

 A. To reflect the cash paid for the acquisition of $59.5 million, less the previous $0.8 million investment in Dealflo.
   
 B. To re-allocate certain line items for consistent presentation with OneSpan historic financial statements.
   
 C. To reflect goodwill resulting from the Acquisition.
   
 D. To reflect acquired identifiable intangible assets as discussed above in Note 2.
   
 E. To eliminate the 1% of equity ownership that the Company held in Dealflo prior to the acquisition date.
   
 F. To reflect fair value adjustment of acquired deferred revenue.
   
 G. To reflect acquisition related costs of $1.1 million incurred.
   
 H. To reflect deferred income tax liability of $1.1 million resulting primarily from acquired identifiable intangible assets and a  fair

value adjustment for acquired deferred revenue.
   
 I. To eliminate pre-existing long term debt of $1.6 million that was not assumed by OneSpan upon the acquisition and related

interest expense as the debt is assumed settled as of January 1, 2017.
   
 J. To eliminate historical stockholders’ equity accounts of Dealflo.
   
 K. To eliminate intercompany revenue and related Cost of Goods Sold of $0.1 million and $0.5 million for the quarter ended March

31, 2018 and the year ended December 31, 2017, respectively, attributed to transactions that occurred between OneSpan and
Dealflo.

   
 L.

M.

To reflect amortization of acquired intangible assets.

To reflect additional tax benefit as a result of the combined net loss.


