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Explanatory Note

This Current Report on Form 8-K/A is being filed as an amendment to the Current Report on Form 8-K filed by GoDaddy Inc. on April 4, 2017 (the
"Original 8-K"). The sole purpose of this amendment is to provide the audited historical financial statements of the business acquired as required by Item 9.01(a)
and the unaudited pro forma financial information required by Item 9.01(b), which financial statements and information were not included in the Original 8-K.

Item 9.01    Financial Statements and Exhibits

(a) Financial statements of businesses acquired.

The required audited financial statements of HEG as of and for the years ended December 31, 2016, 2015 and 2014 are attached hereto as Exhibit 99.2
and are incorporated in their entirety herein by reference.

(b) Pro forma financial information.

The required pro forma financial information as of and for the year ended December 31, 2016 is attached hereto as Exhibit 99.3 and is incorporated in its
entirety herein by reference.

(d) Exhibits.

Exhibit   No.  Description

10.1*

 

Bridge Credit Agreement, dated as of April 3, 2017, among Desert Newco, LLC, GD Finance Co., Inc., the several lenders from time to time
parties hereto, Barclays Bank PLC, as the Administrative Agent and a Lender, and Barclays Bank PLC, Deutsche Bank Securities, Inc.,
Citigroup Global Markets Inc., RBC Capital Markets, J.P. Morgan Chase Bank, N.A., HSBC Securities (USA) Inc., SG Americas Securities,
LLC, as Joint Lead Arrangers and Bookrunners.

23.1  Consent of Deloitte LLP, independent auditors.
99.1*  Press Release issued by GoDaddy Inc. on April 3, 2017.

99.2  
Consolidated financial statements of Host Europe Holdings Limited and its subsidiaries as of and for the years ended December 31, 2016, 2015
and 2014.

99.3  Unaudited pro forma condensed combined financial information as of and for the year ended December 31, 2016.

*  Previously filed as an exhibit to GoDaddy Inc.'s Current Report on Form 8-K filed on April 4, 2017.
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  Chief Financial Officer
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Exhibit 23.1

Consent of Independent Auditors

We consent to the incorporation by reference in Registration Statements on Form S-3 (Nos. 333-210589 and 333-212018) and on Form S-8 (Nos. 333-203166 and
333-212019) of  our  report  dated March 31,  2017,  (which report  expresses an unmodified opinion and includes an emphasis-of-matter  paragraph relating to  the
restatement of comparative information for 2015 and 2014), relating to the consolidated financial statements of Host Europe Holdings Limited appearing in this
Current Report on Form 8-K/A of GoDaddy Inc. dated May 3, 2017 .

/s/ Deloitte LLP

Reading, United Kingdom
May 3, 2017
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Host Europe Holdings Limited

I.      Independent auditor’s report to the members of Host Europe Holdings Limited
We have audited the accompanying consolidated financial statements of Host Europe Holdings Limited and its subsidiaries (the "Company"), which comprise the
Consolidated  Balance  Sheets  as  of  31  December  2016,  2015  and  2014,  and  the  related  Consolidated  Income  Statement,  Consolidated  Statement  of
Comprehensive Income, Consolidated Statement of Changes in Equity and Consolidated Cash Flow Statement for the years then ended, and the related Notes
to the consolidated financial statements.

Management's Responsibility for the Consolidated Financial Statements

Management  is  responsible  for  the  preparation  and  fair  presentation  of  these  consolidated  financial  statements  in  accordance  with  International  Financial
Reporting Standards (IFRSs) as issued by the International Accounting Standards Board (IASB); this includes the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of consolidated financial statements that are free from material misstatement,  whether due to
fraud or error.

Auditors' Responsibility

Our responsibility is to express an opinion on these consolidated 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 consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial statements. The procedures
selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the consolidated financial statements, whether due
to fraud or  error.  In  making those risk  assessments,  the auditor  considers  internal  control  relevant  to  the Company's  preparation  and fair  presentation  of  the
consolidated 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  Company'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
consolidated financial statements.

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

Opinion

In  our  opinion,  the  consolidated  financial  statements  referred  to  above  present  fairly,  in  all  material  respects,  the  financial  position  of  Host  Europe  Holdings
Limited  and  its  subsidiaries  as  of  31  December  2016,  2015  and  2014,  and  the  results  of  their  operations  and  their  cash  flows  for  the  years  then  ended  in
accordance with IFRSs as issued by the IASB.

Emphasis of matter

As discussed in Note 32 to the consolidated financial statements, the Company has restated the comparative information for 2015 and 2014. Our opinion is not
modified with respect to this matter

/s/ DELOITTE LLP

DELOITTE LLP

31 March 2017
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Host Europe Holdings Limited

II. Consolidated Income Statement

For the years ended 31 December 2016, 2015 and 2014

 
Note:

2016 2015 2014
€’000 €’000 €’000

 Restated* Restated*
Continuing operations     
Revenue 5 307,157 269,803 188,823
Cost of sales  (71,280) (64,580) (47,482)

Gross profit  235,877 205,223 141,341
Administrative expenses  (180,914) (170,204) (113,975)

Operating profit  54,963 35,019 27,366
Finance income 9 969 257 72
Finance costs 10 (97,215) (100,637) (74,776)
Loss before tax  (41,283) (65,361) (47,338)
Tax (charge)/credit 11 (4,123) 501 891
Loss from continuing operations  (45,406) (64,860) (46,447)
Discontinued operations     
Profit from discontinued operation, net of tax 6 167 — —
Loss for the year 7 (45,239) (64,860) (46,447)

Attributable to:     
Owners of the Company  (45,239) (64,860) (46,447)

  (45,239) (64,860) (46,447)

* see Note 32
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Host Europe Holdings Limited

III. Consolidated Statement of Comprehensive Income

For the years ended 31 December 2016, 2015 and 2014

 2016 2015 2014

 €’000 €’000 €’000

  Restated* Restated*

    
Loss for the year (45,239) (64,860) (46,447)
Items that may be reclassified subsequently to profit or loss:    
Exchange differences on translation of foreign operations 19,743 (5,856) (676)
Total comprehensive loss for the year (25,496) (70,716) (47,123)

Total comprehensive loss attributable to:    
Owners of the Company (25,496) (70,716) (47,123)
* see Note 32
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Host Europe Holdings Limited

IV.Consolidated Balance Sheet

As at 31 December 2016, 2015 and 2014

 
Note:

2016 2015 2014

 €’000 €’000 €’000

  Restated* Restated*
Non-current assets      
Goodwill 12 680,607 705,245 507,100
Other intangible assets 13 319,243 345,728 267,331
Property, plant and equipment 14 81,709 76,308 45,055

  1,081,559 1,127,281 819,486

Current assets     
Trade and other receivables 16 48,852 39,000 16,620
Cash and bank balances 25 28,511 26,584 24,726

  77,363 65,584 41,346

Assets held for sale  3,808 — —

Total assets  1,162,730 1,192,865 860,832

Current liabilities     
Trade and other payables 21 (215,542) (175,137) (87,613)
Current tax liabilities  (10,958) (6,585) (4,108)
Obligations under finance leases 20 (811) (1,426) (1,185)
Borrowings 17 (4,690) (1,589) (5,970)
Short-term provisions 22 (380) (1,170) (1,349)
Deferred revenue  (23,296) (19,872) (13,829)

  (255,677) (205,779) (114,054)

Net current liabilities  (176,870) (140,195) (72,708)

Non-current liabilities     
Trade and other payables 21 (5,349) — —
Borrowings 17 (948,911) (1,005,875) (726,019)
Derivative financial instruments 18 (1,795) (2,902) (2,794)
Deferred tax liabilities 19 (83,125) (87,593) (64,590)
Long-term provisions 22 (5,954) (5,511) (879)
Obligations under finance leases 20 (617) (771) (344)

  (1,045,751) (1,102,652) (794,626)

Liabilities directly associated with the assets held for sale  (2,364) — —

Total liabilities  (1,303,792) (1,308,431) (908,680)

Net liabilities  (141,062) (115,566) (47,848)

Equity     
Share capital 23 21,304 21,304 18,306
Foreign exchange reserve  13,211 (6,532) (676)
Accumulated deficit  (175,577) (130,338) (65,478)

Equity attributable to owners of the Company  (141,062) (115,566) (47,848)

* see Note 32

The financial statements were approved by the board of directors and authorised for issue on 31 March 2017. They were signed on its behalf by:

/s/ Tobias Mohr

T Mohr
Director
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Host Europe Holdings Limited

V. Consolidated Statement of Changes in Equity

For the years ended 31 December 2016, 2015 and 2014

 Share Capital Accumulated Deficit Foreign Exchange
Reserve Total

 €’000 €’000 €’000 €’000
     

Balance at 1 January 2016 21,304 (130,338) (6,532) (115,566)
Loss for the period — (45,239) — (45,239)
Other comprehensive income for the period — — 19,743 19,743
Total comprehensive income (loss) for the period — (45,239) 19,743 (25,496)
Issue of share capital — — — —
Balance at 31 December 2016 21,304 (175,577) 13,211 (141,062)

     

 Share Capital Accumulated Deficit Foreign Exchange
Reserve Total

 €’000 €’000 €’000 €’000
     

Balance at 1 January 2015 as restated* 18,306 (65,478) (676) (47,848)
Loss for the period — (64,860) — (64,860)
Other comprehensive loss for the period — — (5,856) (5,856)
Total comprehensive loss for the period — (64,860) (5,856) (70,716)
Issue of share capital 2,998 — — 2,998
Balance at 31 December 2015 21,304 (130,338) (6,532) (115,566)

* see Note 32     
     

 Share Capital Accumulated Deficit Foreign Exchange
Reserve Total

 €’000 €’000 €’000 €’000
     

Balance at 1 January 2014 as restated* 18,305 (19,031) — (726)
Loss for the period — (46,447) — (46,447)
Other comprehensive loss for the period — — (676) (676)
Total comprehensive loss for the period — (46,447) (676) (47,123)
Issue of share capital 1 — — 1
Balance at 31 December 2014 18,306 (65,478) (676) (47,848)
* see Note 32
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Host Europe Holdings Limited

VI.Consolidated Cash Flow Statement

For the years ended 31 December 2016, 2015 and 2014

 
Note:

2016 2015 2014

 €’000 €’000 €’000

    
Net cash from operating activities 25 62,075 18,827 41,035
Investing activities     
Interest received  168 215 22
Purchases of property, plant and equipment  (38,131) (29,719) (18,610)
Purchases of intangible assets  (14,466) (8,128) (3,199)
Acquisition of subsidiaries, net of cash acquired 24 (37,536) (151,322) (3,039)
Net cash used in investing activities  (89,965) (188,954) (24,826)

Financing activities     
New borrowings  39,080 554,179 96
Repayments of borrowings  (5,677) (383,741) (16,742)
Repayments of obligations under finance lease  (1,957) (2,867) (2,047)
Proceeds on issue of shares  — 2,998 1

Net cash from financing activities  31,446 170,569 (18,692)

Net increase/(decrease) in cash and cash equivalents  3,556 442 (2,483)
Cash and cash equivalents at beginning of year  26,584 24,726 25,697
Effect of foreign exchange rate changes  (1,629) 1,416 1,512

Cash and cash equivalents at end of year  28,511 26,584 24,726
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Host Europe Holdings Limited

VII.Notes to the Consolidated Financial Statements

For the years ended 31 December 2016, 2015 and 2014

1. General information

Host Europe Holdings Limited (the “Company”) is a company incorporated in the United Kingdom under the Companies Act. The address of the registered office
is 11/15 Seaton Place, St Helier, Jersey JE4 0QH. The company and its subsidiaries (the “Group”) provide web hosting, application hosting, managed hosting
services and internet domain names mainly to small and medium-sized customers (SME).

The Group plans to continue its existing activities.

These financial  statements  are  presented  in  euros  because  that  is  the  currency  of  the  primary  economic  environment  in  which  the  Group operates.  Foreign
operations are included in accordance with the policies set out in Note 3. Amounts are stated in thousands of euros except where otherwise indicated; which
may lead to rounding discrepancies.

2. Adoption of new and revised Standards

2.1. Amendments to IFRSs and the new Interpretation that are mandatorily effective for the year 2016

In the year 2016, the Group has applied a number of amendments to IFRSs and a new Interpretation issued by the International Accounting Standards Board
(IASB) that are mandatorily effective for an accounting period that begins on or after 1 January 2016. Their adoption has not had any material  impact on the
disclosures or on the amounts reported in these financial statements.

Amendments to IAS 1 Disclosure
Initiative

The  amendments  clarify  that  an  entity  need  not  provide  a  specific  disclosure  required  by  an  IFRS  if  the  information
resulting  from  that  disclosure  is  not  material,  and  give  guidance  on  the  bases  of  aggregating  and  disaggregating
information for disclosure purposes. However, the amendments reiterate that an entity should consider providing additional
disclosures when compliance with the specific requirements in IFRS is insufficient to enable users of financial statements
to  understand  the  impact  of  particular  transactions,  events  and conditions  on the  entity’s  financial  position  and financial
performance.

Improvements to IFRS 2010 - 2012 In the course of this annual improvement project seven standards have been amended. The aim by adjusting the wording
of  individual  IFRS is to  clarify  the existing regulations.  Additionally,  there are amendments with an impact  on the notes.
IFRS2, IFRS 3, IFRS 8, IFRS 13, IAS 16, IAS 24 and IAS 38 are affected.

The amendments to IFRS 2 and IFRS 3 are, despite the application of regulations concerning business years starting on
or after 1 February 2015, to be applied on transactions occurring on or after 1 July 2014.

Improvements to IFRS 2012 - 2014 In the course of this annual improvement project four standards have been amended. The aim by adjusting the wording of
individual IFRS/IAS is to clarify the existing regulations. IFRS 5, IFRS 7, IAS 19 and IAS 34 are affected.

2.2. New and revised IFRSs in issue but not yet effective

At the date of authorisation of these financial statements, the Group has not applied the following new and revised IFRSs that have been issued by the IASB but
are not yet effective:

IFRS 9 Financial
Instruments

IFRS 15 Revenue
from
Contracts
with
Customers

IFRS 16 Leases

Amendments to IFRS 2 Classification
and
Measurement
of
Share-based
Payment
Transactions

Amendments to IAS 7 Disclosure
Initiative

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

Amendments to IAS 12 Recognition
of
Deferred
Tax
Assets
for
Unrealised
Losses

Amendments to IFRS 15 Clarifications
to
IFRS
15

Amendment to IAS 40 Transfers
of
Investment
Property
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Host Europe Holdings Limited

IFRIC 22 Foreign
Currency
Transactions
and
Advance
Consideration

Annual Improvements to IFRSs: 2014-2016 Amendments
to:
IFRS
12
Disclosure
of
Interests
in
Other
Entities

The directors do not expect that the adoption of the standards listed above will have a material impact on the financial statements of the Group in future periods,
except that  IFRS 9 will  impact both the measurement and disclosures of  financial  instruments and IFRS 15 may have an impact on revenue recognition and
related disclosures. Furthermore, IFRS 16 will likely result in the Group’s operating leases being reflected on the balance sheet and respectively on the Income
Statement accounts. Beyond the information above, it is not practicable to provide a reasonable estimate of the effect of IFRS 9, IFRS 15 and IFRS 16 until a
detailed review has been completed.

3. Significant accounting policies

The principal accounting policies adopted are set out below.

3.1. Basis of accounting

The Group consolidated financial statements have been prepared and approved by the Directors in accordance with International Financial Reporting Standards
(IFRSs), as issued by the International Accounting Standards Board (IASB) effective as at 31 December 2016.

The  financial  statements  have  been  prepared  on  the  historical  cost  basis.  Historical  cost  is  generally  based  on  the  fair  value  of  the  consideration  given  in
exchange for goods and services.

Fair  value  is  the  price  that  would  be  received  to  sell  an  asset  or  paid  to  transfer  a  liability  in  an  orderly  transaction  between  market  participants  at  the
measurement date, regardless of whether that price is directly observable or estimated using another valuation technique. In estimating the fair value of an asset
or a liability, the Group takes into account the characteristics of the asset or liability if  market participants would take those characteristics into account when
pricing  the  asset  or  liability  at  the  measurement  date.  Fair  value  for  measurement  and/or  disclosure  purposes  in  these  consolidated  financial  statements  is
determined on such a basis, except for share-based payment transactions that are within the scope of IFRS 2, leasing transactions that are within the scope of
IAS 17, and measurements that have some similarities to fair value but are not fair value, such as net realisable value in IAS 2 or value in use in IAS 36.

In addition, for financial  reporting purposes, fair  value measurements are categorised into Level 1,  2 or 3 based on the degree to which the inputs to the fair
value measurements are observable and the significance of the inputs to the fair value measurement in its entirety, which are described as follows:

• Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity can access at the measurement date;

• Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the asset or liability, either directly or indirectly; and

• Level 3 inputs are unobservable inputs for the asset or liability.

3.2. Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and entities controlled by the Company (its subsidiaries) made up to
31 December each year. Control is achieved when the Group:

• has the power over the investee;

• is exposed, or has rights, to variable return from its involvement with the investee; and

• has the ability to use its power to affects its returns.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there are changes to one or more of the three elements of
control listed above.

Consolidation of a subsidiary begins when the Group obtains control over the subsidiary and ceases when the Group loses control of the subsidiary. Specifically,
the results of subsidiaries acquired or disposed of during the year are included in the consolidated income statement from the date the Group gains control until
the date when the Group ceases to control the subsidiary.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring the accounting policies used into line with the Group’s accounting
policies.
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All  intragroup  assets  and  liabilities,  equity,  income,  expenses  and  cash  flows  relating  to  transactions  between  the  members  of  the  Group  are  eliminated  on
consolidation.

3.3. Going concern

The directors have, at the time of approving the financial statements, a reasonable expectation that the Group has adequate resources to continue in operational
existence for the foreseeable future. Thus they continue to adopt the going concern basis of accounting in preparing the financial statements.

3.4. Business combinations

Acquisitions  of  subsidiaries  and  businesses  are  accounted  for  using  the  acquisition  method.  The  consideration  transferred  in  a  business  combination  is
measured at fair value, which is calculated as the sum of the acquisition-date fair values of assets transferred by the Group, liabilities incurred by the Group to
the former owners of the acquiree and the equity interest issued by the Group in exchange for control of the acquiree. Acquisition-related costs are recognised in
profit or loss as incurred with the exception of the costs of registering and issuing debt and equity securities recognized as a reduction of the proceeds of the
debt or equity securities issued.

At the acquisition date, the identifiable assets acquired and the liabilities assumed are recognised at their fair value at the acquisition date, except that:

• deferred tax assets or liabilities and assets or liabilities related to employee benefit arrangements are recognised and measured in accordance with IAS 12
Income
Taxes
and IAS 19 Employee
Benefits
respectively ;
and

• assets (or disposal groups) that are classified as held for sale in accordance with IFRS 5 Non-current
Assets
Held
for
Sale
and
Discontinued
Operations
are
measured in accordance with that Standard.

Goodwill is measured as the excess of the sum of the consideration transferred and the fair value of the acquirer's previously held equity interest in the acquiree
over the net of the acquisition-date amounts of the identifiable assets acquired and the liabilities assumed.

When the consideration transferred by the Group in a business combination includes an asset or liability resulting from a contingent consideration arrangement,
the  contingent  consideration  is  measured  at  its  acquisition-date  fair  value  and  included  as  part  of  the  consideration  transferred  in  a  business  combination.
Changes  in  fair  value  of  the  contingent  consideration  that  qualify  as  measurement  period  adjustments  are  adjusted  retrospectively,  with  corresponding
adjustments against goodwill. Measurement period adjustments are adjustments that arise from additional information obtained during the ‘measurement period’
(which cannot exceed one year from the acquisition date) about facts and circumstances that existed at the acquisition date.

The subsequent accounting for changes in the fair value of the contingent consideration that do not qualify as measurement period adjustments depends on how
the  contingent  consideration  is  classified.  Contingent  consideration  that  is  classified  as  equity  is  not  remeasured  at  subsequent  reporting  dates  and  its
subsequent settlement is accounted for within equity. Contingent consideration that is classified as an asset or a liability is remeasured at subsequent reporting
dates in accordance with IAS 39, or IAS 37 Provisions,
Contingent
Liabilities
and
Contingent
Assets
, as appropriate, with the corresponding gain or loss being
recognised in profit or loss.

3.5. Discontinued operation

A discontinued operation is a component of the Group’s business, the operations and cash flows of which can be clearly distinguished from the rest of the Group
and which:

• represents a separate major line of business or geographic area of operations;

• is part of a single co-ordinated plan to dispose of a separate major line of business or geographic area of operations; or

• is a subsidiary acquired exclusively with a view to re-sale.

Classification as a discontinued operation occurs at the earlier of disposal or when the operation meets the criteria to be classified as held-for-sale.

When  an  operation  is  classified  as  a  discontinued  operation,  the  comparative  income  statement  and  OCI  is  re-presented  as  if  the  operation  had  been
discontinued from the start of the comparative year.
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3.6. Assets held for sale

Non-current assets, or disposal groups comprising assets and liabilities, are classified as held-for-sale if it is highly probable that they will be recovered primarily
through sale rather than through continuing use.

Such assets, or disposal groups, are generally measured at the lower of their carrying amount and fair value less costs to sell. Any impairment loss on a disposal
group is allocated first to goodwill, and then to the remaining assets and liabilities on a pro rata basis, except that no loss is allocated to inventories, financial
assets, deferred tax assets, employee benefit assets, investment property or biological assets, which continue to be measured in accordance with the Group’s
other accounting policies. Impairment losses on initial classification as held-for-sale or held-for-distribution and subsequent gains and losses on remeasurement
are recognised in profit or loss.

Once classified as held-for-sale, intangible assets and property, plant and equipment are no longer amortised or depreciated, and any equity-accounted investee
is no longer equity accounted.

3.7. Revenue recognition

Revenue comprises the value of web hosting and network services provided, and internet domain names issued, net of value added tax. Fees for web hosting
and  network  services  are  deferred  and  recognised  evenly  over  the  period  of  the  contract.  Income  from  the  issue  of  domain  names  is  recognised  in  full  on
registration of the domain names.

Revenue is measured at the fair value of the consideration received or receivable and represents amounts receivable for goods and services provided in the
normal course of business, net of discounts, VAT and other sales-related taxes.

3.7.1. Sale of goods

Revenue from the sale of goods is recognised when all the following conditions are satisfied:

• the Group has transferred to the buyer the significant risks and rewards of ownership of the goods;

• the Group retains neither continuing managerial involvement to the degree usually associated with ownership nor effective control over the goods sold;

• the amount of revenue can be measured reliably;

• it is probable that the economic benefits associated with the transaction will flow to the entity; and

• the costs incurred or to be incurred in respect of the transaction can be measured reliably.

3.7.2. Rendering of services

Rendering of services comprises the value of web hosting and network services provided, and internet domain names issued, net of value added tax. Fees for
web hosting and network services are deferred and recognised evenly over the period of the contract.

Income from the issue of domain names is recognised in full on registration of the domain names.

3.7.3. Interest Income

Interest income is recognised when it is probable that the economic benefits will flow to the Group and the amount of revenue can be measured reliably. Interest
income is accrued on a time basis, by reference to the principal.

3.8. Goodwill

Goodwill is initially recognised and measured as set out above.

Goodwill  is not amortised but is reviewed for impairment at least annually.  For the purpose of impairment testing, goodwill  is allocated to each of the Group’s
cash-generating  units  expected  to  benefit  from the  synergies  of  the  combination.  Cash-generating  units  to  which  goodwill  has  been  allocated  are  tested  for
impairment annually, or more frequently when there is an indication that the unit may be impaired. If the recoverable amount of the cash-generating unit is less
than the carrying amount of the unit, the impairment loss is allocated first to reduce the carrying amount of any goodwill allocated to the unit and then to the other
assets  of  the  unit  pro-rata  on  the  basis  of  the  carrying  amount  of  each  asset  in  the  unit.  An  impairment  loss  recognised  for  goodwill  is  not  reversed  in  a
subsequent period.

The  definition  of  cash-generating  units  within  the  Group  and  groups  of  cash-generating  units  to  which  goodwill  relates,  as  well  as  the  allocation  of  goodwill,
acquired through business combinations, to groups of cash-generating units is subject to the judgment of the management. Cash-generating units are defined in
accordance with IAS 36 as the smallest
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identifiable  group  of  assets  that  generates  cash  inflows  that  are  largely  independent  of  the  cash  inflows  from  other  assets  or  groups  of  assets.  The  Group
defined “Mass” (comprising Domains, Application Hosting and Cloud Hosting business units), “Managed” (comprising the Managed Hosting business unit only),
“Reseller”  (comprising  the  Heart  Internet  business  unit  only)  and  “World  Hosting  Days”  (comprising  the  global  event  series  for  cloud  services  and  internet
infrastructure business units) as cash-generating units as these are the lowest level at which goodwill is monitored for internal management purposes.

On disposal of a cash-generating unit, the attributable amount of goodwill is included in the determination of the profit or loss on disposal.

3.9. Leases

Leases are classified as finance leases whenever  the terms of  the lease transfer  substantially  all  the risks and rewards of  ownership to the lessee.  All  other
leases are classified as operating leases.

3.9.1. The Group as lessee

Assets held under finance leases are recognised as assets of the Group at their fair value or, if lower, at the present value of the minimum lease payments, each
determined at the inception of the lease. The corresponding liability to the lessor is included in the balance sheet as a finance lease obligation.

Lease payments are apportioned between finance expenses and reduction of the lease obligation so as to achieve a constant rate of interest on the remaining
balance of the liability. Finance expenses are recognised immediately in profit or loss, unless they are directly attributable to qualifying assets, in which case they
are capitalised in accordance with the Group’s general policy on borrowing costs (see below). Contingent rentals are recognised as expenses in the periods in
which they are incurred.

Rentals payable under operating leases are charged to income on a straight-line basis over the term of the relevant lease except where another more systematic
basis  is  more  representative  of  the  time  pattern  in  which  economic  benefits  from the  lease  asset  are  consumed.  Contingent  rentals  arising  under  operating
leases are recognised as an expense in the period in which they are incurred.

In the event that lease incentives are received to enter into operating leases, such incentives are recognised as a liability. The aggregate benefit of incentives is
recognised as a reduction of rental expense on a straight-line basis over the lease term, except where another systematic basis is more representative of the
time pattern in which economic benefits from the leased asset are consumed.

3.10. Foreign currencies

The consolidated financial statements are presented in Euros, the Group’s presentation currency. Each company within the Group determines its own functional
currency which is the currency of the primary economic environment in which it operates. UK subsidiaries’ functional currency is Sterling; German, French and
Spanish subsidiaries’ functional currency is Euros; Swiss subsidiaries’ functional currency is Swiss Franc, Romanian subsidiaries’ functional currency is Leu and
US subsidiaries is US dollars.

Transactions in currencies other than the company’s functional currency (foreign currencies) are recognised at the rates of exchange prevailing on the dates of
the transactions. At each balance sheet date, monetary assets and liabilities that are denominated in foreign currencies are retranslated at the rates prevailing at
that  date.  Non-monetary items carried at  fair  value that  are denominated in foreign currencies are translated at  the rates prevailing at  the date when the fair
value was determined. Non-monetary items that are measured in terms of historical cost in a foreign currency are not retranslated. Exchange differences are
recognised in profit or loss in the period.

Average exchange rates are used to translate the results of all subsidiaries that have a functional currency other than Euros. The balance sheets of such entities
are translated at period end exchange rates. The resulting differences are recorded through a separate component of equity.

3.11. Employee benefits

3.11.1.Short-term employee benefits

Short-term employee benefits are expensed as the related service is provided. A liability is recognised for the amount expected to be paid if the Group has a
present legal or constructive obligation to pay this amount as a result  of  past service provided by the employee and the obligation can be estimated reliably.
Short-term employee benefits consist of bonuses, vacation and overtime.
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3.11.2.Retirement benefit costs

Payments  to  defined  contribution  retirement  benefit  schemes  are  recognised  as  an  expense  when  employees  have  rendered  service  entitling  them  to  the
contributions.  Payments  made to  state-managed  retirement  benefit  schemes are  dealt  with  as  payments  to  defined  contribution  schemes where  the  Group’s
obligations under the schemes are equivalent to those arising in a defined contribution retirement benefit scheme.

3.12. Taxation

The tax expense represents the sum of the tax currently payable and deferred tax.

3.12.1.Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as reported in the income statement because it excludes
items of income or expense that are taxable or deductible in other years and it further excludes items that are never taxable or deductible. The Group’s liability
for current tax is calculated using tax rates that have been enacted or substantively enacted by the balance sheet date.

3.12.2.Deferred tax

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of assets and liabilities in the financial statements
and the corresponding tax bases used in the computation of taxable profit, and is accounted for using the balance sheet liability method. Deferred tax liabilities
are generally recognised for all taxable temporary differences and deferred tax assets are recognised to the extent that it is probable that taxable profits will be
available against which deductible temporary differences can be utilised. Such assets and liabilities are not recognised if the temporary difference arises from
the initial recognition of goodwill or from the initial recognition (other than in a business combination) of other assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting profit.

Deferred tax  liabilities  are recognised for  taxable  temporary  differences arising on investments  in  subsidiaries,  except  where the Group is  able  to  control  the
reversal of the temporary difference and it is probable that the temporary difference will not reverse in the foreseeable future. Deferred tax assets arising from
deductible temporary differences associated with such investments and interests are only recognised to the extent that it is probable that there will be sufficient
taxable profits against which to utilise the benefits of the temporary differences and they are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that it is no longer probable that sufficient taxable
profits will be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the asset is realised based on tax laws and rates
that have been enacted or substantively enacted at the balance sheet date. Deferred tax is charged or credited in the income statement, except when it relates
to items charged or credited in other comprehensive income, in which case the deferred tax is also dealt with in other comprehensive income.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the manner in which the Group expects, at the end
of the reporting period, to recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset  when there is a legally enforceable right to set off  current tax assets against  current tax liabilities and when they
relate to income taxes levied by the same taxation authority and the Group intends to settle its current tax assets and liabilities on a net basis.

3.12.3.Current tax and deferred tax for the year

Current  and deferred  tax  are  recognised  in  profit  or  loss,  except  when they  relate  to  items that  are  recognised  in  other  comprehensive  income or  directly  in
equity, in which case, the current and deferred tax are also recognised in other comprehensive income or directly in equity respectively. Where current tax or
deferred tax arises from the initial accounting for a business combination, the tax effect is included in the accounting for the business combination.
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3.13. Property, plant and equipment

Tangible fixed assets are stated at cost, net of depreciation and any provision for impairment.

Freehold land is not depreciated.

Depreciation is recognised so as to write off the cost of assets less their residual values over their useful lives, using the straight-line method, on the following
bases:

• Leasehold improvements     Shorter of the lease term or useful life

• Network infrastructure    2 to 10 years

• Property and machinery    2 to 10 years

• Office equipment    3 to 7 years

The estimated useful lives, residual values and depreciation method are reviewed at the end of each reporting period, with the effect of any changes in estimate
accounted for on a prospective basis.

Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets. However, when there is no reasonable
certainty that ownership will be obtained by the end of the lease term, assets are depreciated over the shorter of the lease term and their useful lives.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are expected to arise from the continued use of the
asset. The gain or loss arising on the disposal or scrappage of an asset is determined as the difference between the sales proceeds and the carrying amount of
the asset and is recognised in income.

3.14. Intangibles

Intangible assets with finite useful lives that are acquired separately are carried at cost less accumulated amortisation and accumulated impairment losses.
Amortisation is recognised on a straight-line basis over their estimated useful lives, on the following bases:

• Capitalised Development costs    3 years

• Software    3-5 years

• Customer relationships     12-18 years

• Brands    15 years

• Licenses    Over the term of the license agreement

The estimated useful life and amortisation method are reviewed at the end of each reporting period, with the effect of any changes in estimate being accounted
for on a prospective basis. Intangible assets with indefinite useful lives that are acquired separately are carried at cost less accumulated impairment losses.

3.14.1.Internally-generated intangible assets – research and development expenditure

Expenditure  on  research  activities  is  recognised  as  an  expense  in  the  period  in  which  it  is  incurred.  An  internally-generated  intangible  asset  arising  from
development (or from the development phase of an internal project) is recognised if, and only if all of the following conditions have been demonstrated:

• the technical feasibility of completing the intangible asset so that it will be available for use or sale;

• the intention to complete the intangible asset and use or sell it;

• the ability to use or sell the intangible asset;

• how the intangible asset will generate probable future economic benefits;

• the availability of adequate technical, financial and other resources to complete the development and to use or sell the intangible asset; and

• the ability to measure reliably the expenditure attributable to the intangible asset during its development.
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The amount  initially  recognised for  internally-generated intangible  assets  is  the sum of  the expenditure  incurred from the date when the intangible asset  first
meets the recognition criteria listed above. Where no internally-generated intangible asset can be recognised, development expenditure is recognised in profit or
loss in the period in which it is incurred.

Subsequent to initial recognition, internally-generated intangible assets are reported at cost less accumulated amortisation and accumulated impairment losses,
on the same basis as intangible assets that are acquired separately.

3.14.2.Intangible assets acquired in a business combination

Intangible assets acquired in a business combination and recognised separately from goodwill are initially recognised at their fair value at the acquisition date
(which is regarded as their cost).

Subsequent  to  initial  recognition,  intangible  assets  acquired  in  a  business  combination  are  reported  at  cost  less  accumulated  amortisation  and  accumulated
impairment losses, on the same basis as intangible assets that are acquired separately.

3.15. Impairment of tangible and intangible assets excluding goodwill

At each balance sheet date, the Group reviews the carrying amounts of its tangible and intangible assets to determine whether there is any indication that those
assets  have  suffered  an  impairment  loss.  If  any  such  indication  exists,  the  recoverable  amount  of  the  asset  is  estimated  to  determine  the  extent  of  the
impairment loss (if any). Where the asset does not generate cash flows that are independent from other assets, the Group estimates the recoverable amount of
the cash-generating unit to which the asset belongs. When a reasonable and consistent basis of allocation can be identified, corporate assets are also allocated
to  individual  cash-generating  units,  or  otherwise  they  are  allocated  to  the  smallest  group  of  cash-generating  units  for  which  a  reasonable  and  consistent
allocation basis can be identified.

An intangible asset with an indefinite useful life is tested for impairment at least annually and whenever there is an indication that the asset may be impaired.

Recoverable amount is the higher of fair value less costs of disposal and value in use. In assessing value in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to the asset for
which the estimates of future cash flows have not been adjusted.

If  the  recoverable  amount  of  an  asset  (or  cash-generating  unit)  is  estimated  to  be  less  than  its  carrying  amount,  the  carrying  amount  of  the  asset  (or  cash-
generating unit) is reduced to its recoverable amount. An impairment loss is recognised immediately in profit or loss.

Where  an  impairment  loss  subsequently  reverses,  the  carrying  amount  of  the  asset  (or  cash-generating  unit)  is  increased  to  the  revised  estimate  of  its
recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would have been determined had no impairment loss
been recognised for the asset (or cash-generating unit) in prior years. A reversal of an impairment loss is recognised immediately in profit or loss.

3.16. Financial assets and liabilities

Financial assets and financial liabilities are recognised when the Group becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly attributable to the acquisition or issue of financial
assets and financial liabilities (other than financial assets and financial liabilities at fair value through profit or loss) are added to or deducted from the fair value of
the  financial  assets  or  financial  liabilities,  as  appropriate,  on  initial  recognition.  Transaction  costs  directly  attributable  to  the  acquisition  of  financial  assets  or
financial liabilities at fair value through profit or loss are recognised immediately in profit or loss.

3.16.1.Financial Assets

All financial assets are recognised and derecognised on a trade date where the purchase or sale of a financial asset is under a contract whose terms require
delivery of the financial asset within the timeframe established by the market concerned, and are initially measured at fair value, plus transaction costs, except
for those financial assets classified as at fair value through profit or loss, which are initially measured at fair value.

Financial  assets  at  fair  value  through  profit  and  loss  (“FVTPL”),  i.e.  derivatives,  are  stated  at  fair  value,  with  any  gains  or  losses  arising  on  remeasurement
recognised in profit or loss. The net gain or loss recognised in profit or loss incorporates any dividend or interest earned on the financial asset and is included in
the lines finance income and finance costs in the income statement. Fair value is determined in the manner described above.
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3.16.2.Loans and receivables

Trade receivables, loans, and other receivables that have fixed or determinable payments that are not quoted in an active market are classified as ‘loans and
receivables’. Loans and receivables are measured at amortised cost using the effective interest method, less any impairment. Interest income is recognised by
applying the effective interest rate, except for short-term receivables when the recognition of interest would be immaterial.

3.16.3.Financial liabilities and equity

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the substance of the contractual arrangement.

3.16.4.Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its liabilities. Equity instruments issued by
the Group are recognised at the proceeds received, net of direct issue costs.

3.16.5.Financial liabilities

Financial liabilities are classified as either financial liabilities ‘at FVTPL’ or ‘other financial liabilities’.

3.16.6.Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPL, i.e. derivatives when the financial liability is either held for trading or it is designated as at FVTPL.

A financial liability other than a financial liability held for trading may be designated as at FVTPL upon initial recognition if:

• such designation eliminates or significantly reduces a measurement or recognition inconsistency that would otherwise arise; or

• the financial liability forms part of a group of financial assets or financial liabilities or both, which is managed and its performance is evaluated on a fair value
basis, in accordance with the Group’s documented risk management or investment strategy, and information about the grouping is provided internally on
that basis; or

• it  forms  part  of  a  contract  containing  one  or  more  embedded  derivatives,  and  IAS  39 Financial 
Instruments: 
Recognition 
and
Measurement
permits the
entire combined contract (asset or liability) to be designated as at FVTPL.

Financial  liabilities  at  FVTPL  are  stated  at  fair  value,  with  any  gains  or  losses  arising  on  remeasurement  recognised  in  profit  or  loss.  The  net  gain  or  loss
recognised in profit or loss incorporates any interest paid on the financial liability and is included in the lines financial income and financial costs in the income
statement. Fair value is determined in the manner described in the “basis of accounting”.

3.16.7.Other financial liabilities

Other financial liabilities, including borrowings, are initially measured at fair value, net of transaction costs.

Other financial liabilities are subsequently measured at amortised cost using the effective interest method, with interest expense recognised on an effective yield
basis.

The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts estimated future cash payments through the expected life of the financial liability, or, where appropriate, a
shorter period, to the net carrying amount on initial recognition.

3.17. Provisions

Provisions  are  recognised  when  the  Group  has  a  present  obligation  (legal  or  constructive)  as  a  result  of  a  past  event,  it  is  probable  that  the  Group  will  be
required to settle that obligation and a reliable estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present obligation at the balance sheet date, taking into
account the risks and uncertainties surrounding the obligation. Where a provision
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is measured using the cash flows estimated to settle the present obligation, its carrying amount is the present value of those cash flows (when the effect of the
time value of money is material).

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party, a receivable is recognised as an asset
if it is virtually certain that reimbursement will be received and the amount of the receivable can be measured reliably.

3.18.Onerous contracts

Present obligations arising under onerous contracts are recognised and measured as provisions. An onerous contract is considered to exist where the Group
has a contract under which the unavoidable costs of meeting the obligations under the contract exceed the economic benefits expected to be received under it.
Where the unavoidable costs of a lease exceed the economic benefit expected to be received from it, a provision is made for the present value of the obligations
under the lease. The provisions for onerous contracts are not discounted as the interest effect is immaterial.

4. Critical accounting judgements and key sources of estimation uncertainty

In the application of the Group’s accounting policies, which are described in note 3, the directors are required to make judgements, estimates and assumptions
about the carrying amounts of assets and liabilities that are not readily apparent from other sources. The estimates and associated assumptions are based on
historical experience and other factors that are considered to be relevant. Actual results may differ from these estimates.

The  estimates  and  underlying  assumptions  are  reviewed  on  an  ongoing  basis.  Revisions  to  accounting  estimates  are  recognised  in  the  period  in  which  the
estimate is revised if the revision affects only that period, or in the period of the revision and future periods if the revision affects both current and future periods.

Critical judgements in applying the Group’s accounting policies

The following are the critical judgements involving estimations that the directors have made in the process of applying the Group’s accounting policies and that
have the most significant effect on the amounts recognised in financial statements.

• Impairment  of  assets  (including  goodwill,  intangibles  and  other  non-financial  assets):  Goodwill  is  assessed  at  least  once  a  year  or  on  indication  of
impairment. The recoverable value of the respective cash-generating units to which goodwill has been allocated is calculated using value in use. In order to
estimate  value-in-use,  Management  estimate  expected  future  cash  flows  of  the  CGU  based  on  available  past  experience  and  expectations  of  future
development and select a suitable discount rate to assess the present value of these cash flows. Other non –financial assets are tested for impairment if
there is any indication that the carrying value exceeds the recoverable amount.

• Taxes: The Group operates in many tax regimes and it is subject to the tax implications of operating in different tax environments. Actual tax assets and tax
liabilities for the current period are measured at the amount expected to be recovered from or paid to the tax authorities. The tax rates and tax laws used to
compute  the  amount  are  those  that  are  enacted  or  substantively  enacted,  at  the  balance  sheet  date,  in  the  countries  where  the  Group  operates  and
generates  taxable  income.  The  Group  correspondingly  recognizes  provisions,  based  on  reasonable  estimates,  if  uncertainties  exists  with  respect  to  the
interpretation of any local tax regulation. The Group will  regularly monitor actual results and the assumptions made and consider future changes to such
assumptions in order to accordingly adjust tax income and expense as required.  In assessing the amount of deferred tax to be recognised as an asset, the
Group has estimated future profitability of the relevant operating unit.

• Accounting for business combinations (including valuation of intangibles and contingent consideration): assumptions made to determine the respective fair
value of the acquired assets and liabilities as of the date of acquisition are subject to uncertainties. For the identification of intangible assets, depending on
the type of intangible asset and complexity of determining its fair value, the Group either uses independent appraisals of external assessors or fair value is
determined internally using a suitable assessment technique for the respective intangible asset, generally based on a forecast of total expected future cash
flow generation.  These  valuations  are  closely  related  to  assumptions  and  estimates  which  management  has  made  about  the  future  development  of  the
respective assets and the applicable interest rate.

• Provisions: provisions are recognised if the Group has a legal or actual obligation resulting from a past event which will probably give rise to the outflow of
resources  with  an  economic  benefit  to  fulfil  the  obligation,  provided  that  the  amount  of  obligation  can  be  reliably  estimated.  In  particular  for  property
provisions, at the inception of the lease and thereafter annually the Directors assess the cost of restoring leasehold premises to their original condition at the
end of the lease. These estimates are based on information provided by external advisors, the initial cost of the leasehold improvements and discount rates
until the end of the lease.

• Useful  lives  for  PPE:  expected  useful  lives  are  based  on  historical  experience  and  thus  subject  to  uncertainties,  especially  with  regard  to  unforeseen
technological development.
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5. Revenue

The Group has a single class of business.

 2016 2015 2014
 €’000 €’000 €’000
Origin:    
United Kingdom 108,322 95,155 80,615
Germany 184,284 159,291 104,731
United States Of America 10,854 11,721 -
Other 3,697 3,636 3,477

 307,157 269,803 188,823

6. Discontinued operations

In April 2016 the Group, via Host Europe GmbH, acquired MCS Moorbek Computer Systeme GmbH, Hamburg/Germany (MCS) as a wholly owned subsidiary.
MCS consisted of the businesses managed hosting, system vendor and software development.

The software development  and system vendor  businesses were acquired exclusively  with  a view to  their  subsequent  disposal.  Thus,  these businesses have
been separated from the managed hosting business by means of a carve out and were transferred to a separate legal entity (“MCS GmbH”, Cologne/Germany;
subsequently Hamburg/Germany”). On acquisition Management committed to a plan to sell MCS GmbH.

MCS GmbH, comprising the software development and system vendor businesses, is included in the consolidated statements according to IFRS 5, i.e. assets
and liabilities being disclosed as “assets/liabilities held-for-sale” and results being included as “discontinued operations”. The managed hosting business of MCS
has been merged into PlusServer GmbH and hence, is included in the results from continuing operations as of its acquisition.

7. Loss for the year

Loss for the year has been arrived at after charging:

 2016 2015 2014

 €’000 €’000 €’000
Continuing operations    
Depreciation of property, plant and equipment 31,304 27,186 19,935
- owned assets 28,580 24,350 17,711
- assets held under finance leases 2,724 2,836 2,223
Amortisation of intangible assets 34,754 33,398 21,183
Operating lease rentals 8,194 7,254 4,337
- land and buildings 6,628 7,165 4,183
- other 1,566 89 154
Research and development costs 3,062 2,486 —
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8. Staff costs

The average monthly number of employees (including executive directors) was:

 
2016 2015 2014

Number Number Number
    
Technical and customer service 881 822 568
Sales and marketing 216 180 125
Management and administration 205 177 118

 1,302 1,179 811

Their aggregate remuneration comprised:

 2016 2015 2014

 €’000 €’000 €’000

    
Wages and salaries 53,248 50,615 33,631
Social security costs 8,419 7,924 6,604
Other pension costs 370 235 283

 62,037 58,774 40,518

Directors’ emoluments:

 2016 2015 2014

 €’000 €’000 €’000
Directors’ remuneration consists of:    
Emoluments for qualifying services 1,483 1,318 1,099

 1,483 1,318 1,099

9. Finance income

 2016 2015 2014

 €’000 €’000 €’000
Interest
revenue:    
Other interest 135 46 10
Bank interest 95 211 62
Fair value adjustment on derivatives 739 — —
Total 969 257 72
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10. Finance costs

 2016 2015 2014

 €’000 €’000 €’000

    
Interest on bank overdrafts and loans 42,100 45,083 19,356
Interest on loan notes 46,315 49,935 49,211
Interest on obligations under finance leases 364 104 79
Fair value adjustment on derivatives — 108 4,157
Fair value adjustment on contingent consideration 3,490 — —
Other interest 707 875 —
Amortisation of debt issue costs 3,932 4,428 1,852
Total 96,908 100,533 74,655
Unwinding of discount on provisions 307 104 121
Total 97,215 100,637 74,776

11. Tax

 2016 2015 2014

 €’000 €’000 €’000

    
UK corporation tax — — 718
Foreign tax 12,630 9,855 2,740

 12,630 9,855 3,458
Adjustments in respect of prior periods:    
UK corporation tax (51) (766) 72
Foreign tax 807 (885) —

 756 (1,651) 72

Total current tax 13,386 8,204 3,530
Deferred tax:    
Origination and reversal of timing differences (7,154) (9,393) 1,400
Adjustments in respect of prior periods (2,314) 688 (5,821)
Effect of tax rate change on opening balance 204 — —
Total deferred tax (9,263) (8,705) (4,421)
Total tax charge (credit) 4,123 (501) (891)

For 2016 corporation tax is calculated at 20.00% (2015: 20.25%, 2014: 21.50%) of the estimated taxable profit for the year.

Deferred  tax  balances  have  been  recognised  at  the  rate  expected  to  apply  when  the  deferred  tax  attribute  is  forcast  to  be  utilised  based  on  substantively
enacted rates at the balance sheet date.

All other current tax balances have been calculated at the rates enacted for the period.
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The charge for the years can be reconciled to the losses in the consolidated income statement as follows:

 2016 2015 2014

 €’000 €’000 €’000

    
Loss before tax on continuing operations (41,285) (65,361) (47,338)
Tax at the UK corporation tax rate of 20.00% (2015: 20.25%, 2014: 21.50%) (8,257) (13,236) (10,173)
Tax effect of expenses that are not deductible in determining taxable profit 11,380 4,795 4,369
Income not taxable for tax purposes (2,351) — —
Deferred tax rates (2,179) 1,576 —
Adjustments to current tax charge in respect of previous periods 756 (1,651) 72
Adjustments to deferred tax charge in respect of previous periods (2,314) 688 (5,821)
Effect of different tax rates of subsidiaries operating in other jurisdictions 3,687 3,060 3,996
Deferred tax not recognised 2,994 4,266 6,666
Overseas tax 80 — —
Other tax adjustments, reliefs and transfers 327 — —
Tax credit for the year 4,123 (501) (891)

12. Goodwill

 €’000
 Restated*
Cost  
At 1 January 2014 481,021
Recognised on acquisition of subsidiaries 2,253
Exchange differences 23,825
At 31 December 2014 507,100
Recognised on acquisition of subsidiaries 177,604
Exchange differences 20,541
At 31 December 2015 705,245
Recognised on acquisition of subsidiaries 34,495
Exchange differences (59,133)
At 31 December 2016 680,607
  
Carrying amount  
At 1 January 2014 481,021

At 31 December 2014 507,100

At 31 December 2015 705,245

At 31 December 2016 680,607
*See Note 32
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Goodwill acquired in a business combination is allocated, at acquisition, to the cash generating units (CGUs) or group of units that are expected to benefit from
that business combination. Before recognition of impairment losses, the carrying amount of goodwill had been allocated as follows:

 
2016 2015 2014
€’000 €’000 €’000

  Restated* Restated*

    
Mass 435,767 458,686 366,937
Managed 161,582 151,941 61,326
Reseller 72,062 83,423 78,837
World Hosting Days 11,195 11,195 —

 680,607 705,245 507,100

*See Note 32

The Group tests goodwill annually for impairment or more frequently if there are indications that goodwill might be impaired.

The recoverable amounts of the CGUs and the group of units are determined from value in use calculations. For 2016 the key assumptions for the value in use
calculations are those regarding the pre-tax discount rates which reflects a historical average weighted-average cost of capital for each CGU, 10.2% for Mass
and Reseller and 9% for Managed and World Hosting Days (2015: 10.6% all CGUs, 2014: 8.9% all CGUs) and long term growth rates to perpetuity beyond the
Group’s planning cycle of 3.0% (2015: 3.0%, 2014: 2.0%).

The Group prepares cash flow forecasts for each CGU derived from the most recent financial budgets approved by management for the next 5 years and then
extrapolates cash flows to perpetuity based on an estimated growth rate of 3.0%.

Management estimates discount rates using pre-tax rates that reflect current market assessments of the time value of money and the risks specific to the CGUs
and the group of units. The growth rates are based on industry growth forecasts.

The Group has conducted a sensitivity analysis on the impairment test  of  each CGU and the group of  units carrying value and concluded there is significant
headroom before its recoverable amount falls below its carrying value. The sensitivities modelled for the current and prior years include:

a. Assuming a 5% reduction in forecasted EBITDA

b. Assuming an increase in the discount rate used by 1%

c. Assuming a reduction of long term growth rate to perpetuity of 2.0%

None of the sensitivities modelled resulted in an impairment. Besides, management considers that the likelihood of any or all of the above scenarios occurring is
low.
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13. Other intangible assets

 

Brands
Capitalised

development
costs

Customer lists Patents and
licenses Total

€’000 €’000 €’000 €’000 €’000
Cost      
At 1 January 2014 33,529 199 236,176 7,753 277,657
Additions from internal development — 319 — — 319
Additions from separate acquisitions — — — 2,880 2,880
Acquired on acquisition of a subsidiary 418 — 494 215 1,127
Exchange differences 2,049 — 12,400 452 14,901
At 31 December 2014 35,996 518 249,070 11,300 296,884
Additions from internal development — 1,623 — — 1,623
Additions from separate acquisitions — — 1,582 5,004 6,586
Acquired on acquisition of a subsidiary 13,893 537 74,953 3,333 92,716
Exchange differences 1,758 (14) 9,695 382 11,821
At 31 December 2015 51,647 2,664 335,300 20,019 409,630
Additions from internal development — 1,512 — — 1,512
Additions from separate acquisitions — — 7,552 5,402 12,954
Acquired on acquisition of a subsidiary 1,312 — 20,069 — 21,381
Exchange differences (4,882) (72) (27,828) (732) (33,514)
At 31 December 2016 48,077 4,104 335,093 24,689 411,963

      

Accumulated amortisation      
At 1 January 2014 848 33 6,093 481 7,455
Charge for the year 2,038 120 17,035 1,990 21,183
Exchange differences 107 — 736 72 915
At 31 December 2014 2,993 153 23,864 2,543 29,553
Charge for the year 2,805 402 25,191 5,000 33,398
Exchange differences 116 — 793 42 951
At 31 December 2015 5,914 555 49,848 7,585 63,902
Charge for the year 2,745 736 25,639 5,634 34,754
Exchange differences (711) (6) (4,794) (425) (5,936)
At 31 December 2016 7,948 1,285 70,693 12,794 92,720

      
Carrying amount      
At 1 January 2014 32,681 166 230,083 7,272 270,202

At 31 December 2014 33,003 365 225,206 8,757 267,331

At 31 December 2015 45,733 2,109 285,452 12,434 345,728

At 31 December 2016 40,129 2,819 264,400 11,895 319,243

The amortisation period for development costs incurred on the Group’s development is 3 years on a straight-line basis.

Purchased patents and licenses are amortised over their  estimated useful  lives (straight-line basis),  which is on average 4 years.  Customer relationships are
amortised over their estimated useful lives (straight-line basis), which is up to 18 years.

At 31 December 2016, the Group had no contractual commitments for the acquisition of intangible assets (2015: nil, 2014: nil).
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14. Property, plant and equipment

 

Land and buildings Leasehold
improvements Plant and Machinery Office equipment Total

€’000 €’000 €’000 €’000 €’000
Cost      
At 1 January 2014 837 15,181 33,091 1,280 50,389
Additions — 2,032 16,020 558 18,610
Acquisition of subsidiary — 3 — 17 20
Disposals — — (709) (192) (901)
Exchange differences — 286 440 27 753
At 31 December 2014 837 17,502 48,842 1,690 68,871
Additions — 1,845 27,298 576 29,719
Acquisition of subsidiary — 4,919 23,592 — 28,511
Disposals — (28) (2,936) (159) (3,123)
Exchange differences — 345 70 22 437
At 31 December 2015 837 24,583 96,866 2,129 124,415
Additions — 2,449 35,009 673 38,131
Acquisition of subsidiary — 311 3,624 27 3,962
Disposals — — (1,928) (45) (1,973)
Exchange differences — (3,881) (6,582) (94) (10,557)
At 31 December 2016 837 23,462 126,989 2,690 153,978

      
Accumulated depreciation and impairment     
At 1 January 2014 — 315 4,191 146 4,652
Charge for the year — 1,896 17,554 485 19,935
Eliminated on disposals — - (704) (192) (896)
Exchange differences — 41 78 6 125
At 31 December 2014 — 2,252 21,119 445 23,816
Charge for the year — 3,085 23,554 547 27,186
Eliminated on disposals — (57) (2,693) (155) (2,905)
Exchange differences — 15 (8) 3 10
At 31 December 2015 — 5,295 41,972 840 48,107
Charge for the year — 2,724 28,164 416 31,304
Eliminated on disposals — - (1,686) (20) (1,706)
Exchange differences — (958) (4,441) (37) (5,436)
At 31 December 2016 — 7,061 64,009 1,199 72,269
      
Carrying amount      
At 1 January 2014 837 14,866 28,900 1,134 45,737

At 31 December 2014 837 15,250 27,723 1,245 45,055

At 31 December 2015 837 19,288 54,894 1,289 76,308

At 31 December 2016 837 16,401 62,980 1,491 81,709

As at 31 December 2016 freehold land and buildings with a carrying amount of €837k (2015: €837k, 2014: €837k) have been pledged to secure borrowings of
the Group. The Group is not allowed to pledge these assets as security for other borrowings or to sell them to another entity.

In addition, the Group’s obligations under finance leases (see Note 20) are secured by the lessors’ title to the leased assets, which have a carrying amount at 31
December 2016 of €1,097k (2015: €686k, 2014: €1,280k).

At 31 December 2016, the Group had no contractual commitments for the acquisition of property, plant and equipment (2015: nil, 2014: nil).
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15. Subsidiaries

Host Europe Holdings Limited or its wholly-owned subsidiaries own 100% of the ordinary share capital and voting rights of the following companies, all of which
are incorporated in England and Wales except where noted below:

Name Place of incorporation and
operation Principal activity

Directly
held   
Host Europe Finance Co Limited Jersey Intermediate Holding Company
   
Indirectly
held   
123-Reg Limited (formerly Webfusion Limited)  Telecommunications
5quidhost Ltd  Telecommunications
BSB Service GmbH Germany Telecommunications
Compila Limited  Dormant
Datadock SARL France Telecommunications
Dataflame Internet Services Limited  Telecommunications
Domain Factory GmbH Germany Telecommunications
DomainBox Limited  Dormant
DomainMonster Limited  Dormant
DomainMonster.com Inc. United States of America Dormant
Donhost Limited  Dormant
Elastichosts Ltd  Telecommunications
Heart Internet Limited  Telecommunications
HEG Services SRL (formerly Webfusion SRL) Romania Telecommunications
HEG US Inc (formerly Server4you Inc. (formerly Hosting
Solutions Inc) United States of America Telecommunications

HEL Bidco Limited  Intermediate Holding Company
HEL Finco Limited  Intermediate Holding Company
HEL Holding Limited  Intermediate Holding Company
HEL Midco Limited  Intermediate Holding Company
Host Europe GmbH 1 Germany Telecommunications
Host Europe Group Limited  Intermediate Holding Company
Host Europe Iberia SLU Spain Telecommunications
Host Europe Internet GmbH Germany Intermediate Holding Company
Host Europe Investments Limited  Intermediate Holding Company
Host Europe Limited  Intermediate Holding Company
Host Europe Suisse AG Switzerland Telecommunications
Identisafe Limited  Dormant
Identity Protect Limited  Dormant
MCN Media Limited  Dormant
MCS GmbH 2 Germany System Vendor and Software Development
Mesh Digital Limited  Telecommunications
P.I.G. Holdings Limited  Intermediate Holding Company
Paragon Internet Group Limited  Telecommunications
Paragon Services EOOD (formerly Siteswitch EOOD) Bulgaria Telecommunications
PlusServer Deutschland GmbH Germany Telecommunications
PlusServer France SARL France Telecommunications
PlusServer GmbH 3 Germany Telecommunications
Sign-Up Technologies Limited  Telecommunications

26



Host Europe Holdings Limited

Name Place of incorporation and
operation Principal activity

Supanames Limited  Dormant
Swarma Limited  Telecommunications
Thermal Degree Limited  Dormant
UK Webhosting Ltd  Dormant
velia.net (HK) Ltd Hong Kong Telecommunications
Velia.net Internetdienste GmbH Germany Telecommunications
Webfusion Internet Limited  Dormant
Webfusion Internet Solutions Limited  Intermediate Holding Company
Webfusion Limited (formerly 123-Reg Limited)  Dormant
WorldHostingDays GmbH Germany Telecommunications
WorldHostingDays USA Inc. United States of America Telecommunications

1 Includes BSB Service GmbH which has been merged as of 1 January 2016.
2 Discontinued due to acquisition as of 15 April 2016.
3  Includes OpenIT GmbH acquired as of 15 April 2016 and merged subsequently; includes MCS Moorbek Computer Systeme GmbH acquired as of 15 April 2016 and merged
subsequently.

16. Trade and other receivables

 2016 2015 2014

 €’000 €’000 €’000

  Restated*  
    
Amount receivable for the sale of goods 18,250 13,904 8,624
Allowance for doubtful debts (3,821) (3,269) (1,458)

 14,429 10,635 7,166
Other debtors 22,271 22,037 4,989
Prepayments 5,924 4,505 4,141
Taxation and social security 6,228 1,823 324

 48,852 39,000 16,620

*See Note 32

As at 31 December 2016, the shareholder receivable amounting to €15,988k (2015: 15,988k, 2014: nil) is repayable on demand and is included within the line
other debtors.

Trade and other receivables

Trade receivables disclosed above are classified as loans and receivables and are therefore measured at amortised cost.

The average credit period taken on sales of goods is on average 7 days or less for the mass business, unless agreed otherwise. For managed business it varies
between 14 to 60 days.

Depending  on  the  legal  entity  and  the  business,  the  allowance  for  doubtful  debts  is  recognised  against  receivables  over  30  to  90  days  because  historical
experience has been that receivables that are past due beyond that period for each relevant company are not recoverable. Allowances against doubtful debts
are recognised against trade receivables based on estimated irrecoverable amounts determined by reference to past default experience of the counterparty and
an analysis of the counterparty’s current financial position.

Before accepting any material customer, the Group performs a screen by external credit reports and validity checks.

The  Group  does  not  hold  any  collateral  or  other  credit  enhancements  over  any  of  its  trade  receivables  nor  does  it  have  a  legal  right  of  offset  against  any
amounts owed by the Group to the counterparty.
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Trade receivables disclosed above include amounts (see below for aged analysis) which are past due at the reporting date but against which the Group has not
recognised  an  allowance  for  doubtful  receivables  because  there  has  not  been  a  significant  change  in  credit  quality  and  the  amounts  are  still  considered
recoverable.

Ageing of past due but not impaired receivables

 
2016 2015 2014
€’000 €’000 €’000

    
31-60 days 332 825 969
61-90 days 165 320 396
91-120 days 3,912 430 466
Total 4,409 1,575 1,831

Movement in the allowance for doubtful debts

 
2016 2015 2014
€’000 €’000 €’000

    
Balance at the beginning of the period (3,269) (1,458) (938)
Impairment losses recognised (539) (1,804) (440)
Foreign exchange translation gains and losses (13) (7) (80)
Balance at the end of the period (3,821) (3,269) (1,458)

In  determining  the  recoverability  of  a  trade  receivable  the  Group  considers  any  change  in  the  credit  quality  of  the  trade  receivable  from the  date  credit  was
initially granted up to the reporting date. The concentration of credit risk is limited due to the customer base being large and unrelated.

Ageing of impaired trade receivables

 2016 2015 2014

 €’000 €’000 €’000

    
1-30 days 2 174 56
31-60 days 185 632 27
61-90 days 189 323 24
91+ days 3,631 2,916 1,907
Total 4,007 4,045 2,014

The directors consider that the carrying amount of trade and other receivables is approximately equal to their fair value.
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17. Borrowings

 2016 2015 2014

 €’000 €’000 €’000
Secured borrowing at amortised cost    
Bank loans 675,294 685,281 339,481

 675,294 685,281 339,481
Unsecured borrowing at amortised cost    
Loan notes 278,307 322,183 392,508
Total borrowings 953,601 1,007,464 731,989

    
Amount due for settlement within 12 months  8,885 6,153 8,085
Amount due for settlement after 12 months 961,777 1,024,728 733,813
Less: unamortised issue costs (17,061) (23,417) (9,909)

 953,601 1,007,464 731,989

 
Sterling Euros Total

€’000 €’000 €’000
Analysis
of
borrowings
by
currency:    
31 December 2016    
Loan notes 278,307 — 278,307
Bank loans 299,146 376,148 675,294
 577,453 376,148 953,601

31 December 2015    
Loan notes 322,183 — 322,183
Bank loans 340,245 345,036 685,281

 662,428 345,036 1,007,464

31 December 2014    
Loan notes 392,508 — 392,508
Bank loans 114,770 224,711 339,481

 507,278 224,711 731,989

The other principal features of the Group’s borrowings are as follows:

(a) The loans of the Group are secured by fixed and floating charges over the assets of certain group companies.

(b) As at 31 December 2016, bank loans are stated net of unamortised issue costs of €17,061k with €4,195k due within one year and €12,866k due after
one year (2015: €23,417k, within one year €4,564k, after one year €18,853k, 2014: €9,909k, within one year €2,116k, after one year €7,793k). These
costs are being amortised over the life of the loans.

(c) Interest on bank loans is payable at least every three months.

(d) The Group has entered into fixed interest rate swaps and caps to manage its floating interest rate risk on the bank loans. The fair value of these swaps
and caps at 31 December 2016 was a liability of €1,795k (2015: liability of €2,902k, 2014: liability of €2,794k).

(e) The borrowings are a mix of variable and fixed interest rate debt with repayment periods not exceeding five years.
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Bank loans are summarised as follows:

 
2016 2015 2014    
€’000 €’000 €’000 Repayment period Interest

Loan      

Term loan A 49,979 61,505 59,094 Instalments between 31 March
2017 and 15 January 2021

Variable based on
Libor/Euribor plus
4.00%/3.75%

Capex Facility 59,113 59,114 59,114 Instalments between 31 July
2019 and 15 January 2021

Variable based on Euribor
plus 3.75%

Term loan B 414,335 402,006 231,182 In full on 17 February 2022
Variable based on
Libor/Euribor plus
4.50%/3.75%

2nd Lien 168,928 186,073 — In full on 17 February 2023
Variable based on
Libor/Euribor plus
9.50%/9.25%

Total loans 692,355 708,698 349,390    

       
‘A’ loan notes 252,199 291,958 377,158 In full on 30 August 2023 12% Fixed
‘B’ loan notes 11,265 13,041 15,350 In full on 30 August 2023 12% Fixed
‘H’ loan notes 14,843 17,184 — In full on 30 August 2023 12% Fixed
Total unsecured loan notes 278,307 322,183 392,508    

18. Derivative financial instruments

 2016 2015 2014

 €’000 €’000 €’000
Financial liabilities carried at fair value    
through profit or loss (FVTPL):    
Interest swaps (1,452) (2,451) (2,794)
Interest caps (343) (451) —

 (1,795) (2,902) (2,794)
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19. Deferred tax

The following are the major deferred tax liabilities and assets recognised by the Group and movements thereon during the three reporting periods:

 

Accelerated tax
depreciation

Short term
timing

differences
Losses

Temporary
differences from

business
combinations

Fair value of
derivatives Other Total

 €’000 €’000 €’000 €’000 €’000 €’000 €’000
        
At 1 January 2014 1,787 (198) — (68,559) (278) — (67,248)
(Charge)/credit to profit or loss 409 (1,593) — 4,768 837 — 4,421
Acquisition of subsidiary — — — (226) — — (226)
Exchange differences 126 14 — (1,677) — — (1,537)
At 31 December 2014 2,322 (1,777) — (65,694) 559 — (64,590)
        
At 1 January 2015 2,322 (1,777) — (65,694) 559 — (64,590)
(Charge)/credit to profit or loss 139 (734) 607 8,720 (27) — 8,705
Acquisition of subsidiary (937) — — (29,390) — — (30,327)
Exchange differences (16) 73 — (1,456) 19 — (1,380)
At 31 December 2015 1,508 (2,438) 607 (87,820) 551 — (87,593)
        
At 1 January 2016 1,508 (2,438) 607 (87,820) 551 — (87,593)
(Charge)/credit to profit or loss 217 1,250 (564) 9,200 (140) (701) 9,263
(Charge)/credit to OCI — 76 — — — — 76
Acquisition of subsidiary — — — (6,400) — — (6,400)
Exchange differences (509) (38) — 2,145 (70) — 1,528
At 31 December 2016 1,216 (1,150) 43 (82,875) 340 (701) (83,125)

Deferred tax assets and liabilities are offset where the Group has a legally enforceable right to do so. The following is the analysis of the deferred tax balances
(after offset) for financial reporting purposes.

Deferred tax is calculated in full on temporary differences under the liability method using the rates enacted in each jurisdiction. Deferred tax assets have been
recognised in respect of tax losses and other temporary differences where it is probable that the assets will be recovered.

As at 31 December 2016, the Group has unused tax losses of €24,694k of which €24,547k are within the UK (2015: €49,280k 2014: €5,8m) available for offset
against future profits.

As at 31 December 2016, a potential deferred tax asset of €4,223k (2015: €9,005k, 2014: €1,2m) in relation to these unrelieved losses has not been recognised.

As at 31 December 2016, a potential  deferred tax asset in the UK of €3,425k (2015: €2,201k,  2014: €2.9m) in respect  of  interest allowed on a paid basis of
€20,146k (2015: €12,228k 2014: €14,5m) has also not been recognized.

As  at  31  December  2016,  a  potential  deferred  tax  asset  in  Germany  of  €1,882k  (2015:  €4,531k)  in  respect  of  interest  carried  forward  of  €6,009k  (2015:
€14,466k) has also not been recognized.

No deferred tax  is  recognised on the unremitted  earnings of  overseas subsidiaries.  As the earnings are  continually  reinvested by the Group and there  is  no
intention for these entities to pay dividends, no tax is expected to be payable on them in the foreseeable future.
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20. Obligations under finance leases

 Minimum lease payments
 2016 2015 2014

 €’000 €’000 €’000
Amounts payable under finance leases:    
Within one year 817 1,463 1,208
In the second to fifth years inclusive 674 780 376
After five years — — —
Less: future finance charges (63) (46) (55)
Present value of lease obligations 1,428 2,197 1,529

The Group leases certain of its fixtures and equipment under finance leases. For the year ended 31 December 2016, the average effective borrowing rate was
7.9% per cent (2015: 6 per cent, 2014: 6 per cent). Interest rates are fixed at the contract date. All leases are on a fixed repayment basis and no arrangements
have been entered into for contingent rental payments.

At 31 December 2016, all  lease obligations are denominated in euros except for €287k (£245k) (2015: €1,291k (£951k),  2014: nil)  which are denominated in
GBP.

The fair value of the Group’s lease obligations is approximately equal to their carrying amount.

The Group’s obligations under finance leases are secured by the lessors’ rights over the leased assets disclosed in note Property, Plant and Equipment.

21. Trade and other payables

 Group  
 2016 2015 2014

 €’000 €’000 €’000

    
Trade creditors 18,293 9,716 11,367
Other taxation and social security costs 4,624 4,526 3,116
Other creditors 26,431 28,363 1,985
Contingent consideration 35,071 30,998 813
Accruals 14,910 12,466 6,174
Loan note interest 121,562 89,068 64,159

 220,891 175,137 87,613

Trade  creditors  and  accruals  principally  comprise  amounts  outstanding  for  trade  purchases  and  ongoing  costs.  The  average  credit  period  taken  for  trade
purchases is 60 days. The Group has financial risk management policies in place to ensure that all payables are paid within the pre-agreed credit terms.

The  contingent  considerations  are  resulting  from  acquisitions.  In  2016  an  amount  of  €29,722k  is  current  and  €5,145k  is  non-current  (in  2015  and  2014  all
contingent considerations were current). Further information regarding the contingent considerations are stated in note 12 and 24.

The directors consider that the carrying amount of trade payables approximates to their fair value.
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22. Provisions

 2016 2015 2014

 €’000 €’000 €’000
Current    
Property provision 380 1,170 1,349
Non-current    
Property provision 5,954 5,511 879

 6,334 6,681 2,228

 
Property Provision

€’000
  
At 1 January 2014 3,119
Additional provision in the year —
Utilisation of provision (726)
On acquisition of subsidiary —
Unwinding of discount (224)
Exchange difference 59
At 31 December 2014 2,228

  
At 1 January 2015 2,228
Additional provision in the year 824
Utilisation of provision (1,349)
On acquisition of subsidiary 4,916
Unwinding of discount 78
Exchange difference (16)
At 31 December 2015 6,681

  
At 1 January 2016 6,681
Additional provision in the year 683
Utilisation of provision (1,170)
On acquisition of subsidiary 645
Unwinding of discount 182
Exchange difference (561)
Effects of change in discount rate (126)
At 31 December 2016 6,334

Property Provision

The property provisions include onerous lease provisions and dilapidation provisions.

Onerous lease provisions relate to leases on unutilised property which expire at various dates up to 2021.The duration of exposure on unutilised office space is
uncertain and will depend on whether the space can be successfully sub-let. Where relevant, sub-letting income has been reasonably estimated and accrued
for.

Dilapidation provisions represent the Group’s obligation to return a specific property to its original state in which it was at the beginning of the lease.
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23. Share capital

 2016 2015 2014 2016 2015 2014

 Issued Issued Issued €’000 €’000 €’000
Authorised       
‘A’ Class ordinary shares of £1 14,149,179 14,149,179 12,071,445 17,295 17,295 14,457
‘B’ Class ordinary shares of £1 677,176 677,176 566,387 833 833 678
‘C’ Class ordinary shares of £1 2,503,293 2,503,293 2,500,000 2,999 2,999 2,994
‘D’ Class ordinary shares of £1 147,059 147,059 147,059 176 176 176
‘E’ Class ordinary shares of £1 1,000 1,000 1,000 1 1 1

 17,477,707 17,477,707 15,285,891 21,304 21,304 18,306

All classes of ordinary shares were issued at par.

Shareholders of all classes of ordinary shares are entitled to one vote for every share, except for holders of ‘E’ class ordinary shares who are not entitled to vote.

Shareholders of all classes of ordinary shares have entitlement to dividends, except for holders of ‘E’ class ordinary shares who are not entitled to dividends.

24. Acquisition of subsidiary

24.1.5quidhost Limited

On  3  February  2016  the  Group  acquired  100  per  cent  of  the  issued  share  capital  and  voting  interests  of  5quidhost  Limited,  obtaining  control  of  5quidhost
Limited. 5quidhost Limited is a provider of hosting. The acquisition continues the Group’s strategy of consolidating the fragmented European hosting market.

The fair values of the identifiable assets acquired and liabilities assumed are as set out in the table below.

 5quidhost Ltd
 €’000
Identifiable assets acquired and liabilities assumed  

Identifiable intangible assets 271
Working capital (41)
Deferred tax (53)
Other assets/liabilities 28

Total identifiable assets 204

  
Consideration transferred  

Cash consideration 948
Deferred consideration 198

Total consideration transferred 1,146

  

Goodwill 942

The other assets/liabilities include solely the cash acquired on acquisition.

The goodwill is attributable mainly to the skills and technical talent of 5quidhost Limited’s work force and the synergies expected to be achieved from integrating
the company into the Group’s existing business. None of the goodwill is expected to be deductible for income tax purposes.

Acquisition-related costs (included in administrative expenses) amount to €33k.

The working capital comprises acquired receivables of which the entire amount was expected to be collectible at the date of acquisition.
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The deferred consideration arrangement of €198k was paid on 3 February 2017.

5quidhost Limited contributed €436k revenue and €382k to the Group’s profit for the period between the date of acquisition and the balance sheet date.

If the acquisition of 5quidhost Limited had been completed on the first day of the financial year 2016, the entity would have contributed revenues amounting to
€471k and a profit in the amount of €353k to the Group’s income statement.

24.2.Swarma Limited

On 1  April  2016  the  Group  acquired  100  per  cent  of  the  issued  share  capital  and  voting  interests  of  Swarma  Limited,  obtaining  control  of  Swarma  Limited.
Swarma Limited is a provider of hosting. The acquisition continues the Group’s strategy of consolidating the fragmented European hosting market.

The fair values of the identifiable assets acquired and liabilities assumed are as set out in the table below.

 Swarma Limited
 €’000
Identifiable assets acquired and liabilities assumed  

Identifiable intangible assets 1,030
Working capital (805)
Deferred tax (196)
Other assets/liabilities 1,139

Total identifiable assets 1,168

  
Consideration transferred  

Cash consideration 3,389
Deferred consideration 734

Total consideration transferred 4,123

  

Goodwill 2,956

The other assets/liabilities include solely the cash acquired on acquisition.

The goodwill is attributable mainly to the skills and technical talent of Swarma Limited’s work force and the synergies expected to be achieved from integrating
the company into the Group’s existing business. None of the goodwill is expected to be deductible for income tax purposes.

Acquisition-related costs (included in administrative expenses) amount to €123k.

The deferred consideration arrangement of €734k is due on 1 April 2017.

Swarma Limited contributed €2,478k revenue and €609k to the Group’s profit for the period between the date of acquisition and the balance sheet date.

If the acquisition of Swarma Limited had been completed on the first day of the financial year 2016, the entity would have contributed revenues amounting to
€3,266k and a profit in the amount of €630k to the Group’s income statement.

24.3.Dataflame Internet Services Limited

On 1 April  2016 the Group acquired 100 per cent of  the issued share capital  and voting interests of  Dataflame Internet  Services Limited, obtaining control  of
Dataflame Internet Services Limited. Dataflame Internet Services Limited is a provider of hosting. The acquisition continues the Group’s strategy of consolidating
the fragmented European hosting market.
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The fair values of the identifiable assets acquired and liabilities assumed are as set out in the table below.

 
Dataflame Internet Services

Limited
 €’000
Identifiable assets acquired and liabilities assumed  

Identifiable intangible assets 421
Working capital (201)
Deferred tax (80)
Other assets/liabilities 46

Total identifiable assets 186

  

Consideration transferred  
Cash consideration 830
Deferred consideration 90

Total consideration transferred 920

  

Goodwill 734

The other assets/liabilities include solely the cash acquired on acquisition.

The  goodwill  is  attributable  mainly  to  the  skills  and  technical  talent  of  Dataflame  Internet  Services  Limited’s  work  force  and  the  synergies  expected  to  be
achieved from integrating the company into the Group’s existing business. None of the goodwill is expected to be deductible for income tax purposes.

Acquisition-related costs (included in administrative expenses) amount to €27k.

The working capital comprises acquired receivables of which the entire amount was expected to be collectible at the date of acquisition.

The deferred consideration arrangement of €90k is due on 1 April 2017.

Dataflame Internet Services Limited contributed €381k revenue and €278k to the Group’s profit for the period between the date of acquisition and the balance
sheet date.

If  the  acquisition  of  Dataflame  Internet  Services  Limited  had  been  completed  on  the  first  day  of  the  financial  year  2016,  the  entity  would  have  contributed
revenues amounting to €537k and a profit in the amount of €257k to the Group’s income statement.

24.4.Velia.Net Internetdienste GmbH

On  4  April  2016  the  Group  acquired  100  per  cent  of  the  issued  share  capital  and  voting  interests  of  Velia.Net  Internetdienste  GmbH,  obtaining  control  of
Velia.Net  Internetdienste GmbH. Velia.Net  Internetdienste  GmbH is a provider  of  hosting.  The acquisition continues the Group’s strategy of  consolidating the
fragmented European hosting market.
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The fair values of the identifiable assets acquired and liabilities assumed are as set out in the table below.

 
Velia.net Inter-netdienste

GmbH
 €’000
Identifiable assets acquired and liabilities assumed  

Property, plant and equipment 1,355
Identifiable intangible assets 7,312
Working capital 275
Deferred tax (2,258)
Other assets/liabilities 110

Total identifiable assets 6,794

  

Consideration transferred  
Cash consideration 13,629
Deferred Consideration 1,514
Contingent consideration 5,145

Total consideration transferred 20,288

  

Goodwill 13,494

The other assets/liabilities include among other items cash balances of €1,000k, corporation tax liabilities with a fair value of €429k and property provisions with
a fair value of €213k.

The goodwill is attributable mainly to the skills and technical talent of Velia.Net Internetdienste GmbH’s work force and the synergies expected to be achieved
from integrating the company into the Group’s existing business. None of the goodwill is expected to be deductible for income tax purposes.

Acquisition-related costs (included in administrative expenses) amount to €110k.

The working capital comprises acquired receivables of which the entire amount was expected to be collectible at the date of acquisition. The fair value and the
contractual receivables are consistent.

The deferred consideration is an amount of 10% of the total consideration less contingent consideration and was due payable one year after presenting the final
Annual Accounts 2015 to Host Europe Internet GmbH.

As part of the accounting for the acquisition of Velia Internetdienste.net GmbH ("Velia"), a contingent consideration with a fair value of €5,145k was recognised
at the acquisition date and remeasured for interest to €5,349k as at 31 December 2016.

The contingent consideration is based on EBITDA development in the upcoming few years. Conditional on certain events the contingent consideration becomes
due  before  but  no  later  than  31  December  2018.  The  contingent  consideration  is  based  on  the  increase  of  last  twelve  months  EBITDA  until  the  date  the
contingent consideration is due and an EBITDA multiple of 4.0. It is capped by the multiple of 2.0 times the free cash flow, defined as EBITDA less Capex, in the
same year. Hence, the maximum contingent consideration is not capped in absolute terms. The amount was determined on the business plan (profit and loss
and capex projections) until financial year 2018.

Future developments may require further revisions to the estimate. The contingent consideration is classified as an other financial liability.

Velia.Net Internetdienste GmbH contributed €4,913k revenue and €1,014k to the Group’s profit for the period between the date of acquisition and the balance
sheet date.

If the acquisition of Velia.Net Internetdienste GmbH had been completed on the first day of the financial year 2016, the entity would have contributed revenues
amounting to €6,428k and a profit in the amount of €1,251k to the Group’s income statement.
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24.5.MCS Moorbek Computer Systeme GmbH

On 15 April 2016 the Group acquired 100 per cent of the issued share capital and voting interests of MCS Moorbek Computer Systeme GmbH, obtaining control
of MCS Moorbek Computer Systeme GmbH. MCS Moorbek Computer Systeme GmbH is a provider of hosting. The acquisition continues the Group’s strategy of
consolidating the fragmented European hosting market.

The fair values of the identifiable assets acquired and liabilities assumed are as set out in the table below.

 
MCS Moorbek Computer

Systeme GmbH
 €’000
Identifiable assets acquired and liabilities assumed  

Property, plant and equipment 1,105
Identifiable intangible assets 6,622
Working capital 437
Deferred tax (2,159)
Other assets/liabilities (381)

Total identifiable assets 5,624

  

Consideration transferred  
Cash consideration 10,880
Deferred Consideration 2,720

Total consideration transferred 13,600

  

Goodwill 7,976

The other assets/liabilities include among other items cash balances of €1,134k, finance lease liabilities with a fair value of €1,049k and dilapidation provision
with a fair value of €146k.

The goodwill is attributable mainly to the skills and technical talent of MCS Moorbek Computer Systeme GmbH’s work force and the synergies expected to be
achieved from integrating the company into the Group’s existing business. None of the goodwill is expected to be deductible for income tax purposes.

Acquisition-related costs (included in administrative expenses) amount to €139k.

The working capital comprises acquired receivables of which the entire amount was expected to be collectible at the date of acquisition. The fair value and the
contractual receivables are consistent.

The deferred consideration is  an amount  of  20% of  the total  consideration and was paid half  a  year after  presenting the final  Annual  Accounts 2015 to Host
Europe Internet GmbH.

MCS Moorbek Computer Systeme GmbH contributed €5,069k revenue and €918k to the Group’s profit for the period between the date of acquisition and the
balance sheet date.

If the acquisition of MCS Moorbek Computer Systeme GmbH had been completed on the first day of the financial year 2016, the entity would have contributed
revenues amounting to €6,513k and a profit in the amount of €1,144k to the Group’s income statement.

The software development and system vendor businesses of MCS Moorbek Computer Systeme GmbH were acquired exclusively with a view to its subsequent
disposal. Further information is stated in note 6.

24.6.OpenIT GmbH

On 15 April 2016 the Group acquired 100 per cent of the issued share capital and voting interests of OpenIT GmbH, obtaining control of OpenIT GmbH. OpenIT
GmbH is a provider of hosting. The acquisition continues the Group’s strategy of consolidating the fragmented European hosting market.
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The fair values of the identifiable assets acquired and liabilities assumed are as set out in the table below.

 OpenIT GmbH
 €’000
Identifiable assets acquired and liabilities assumed  

Property, plant and equipment 1,229
Identifiable intangible assets 4,632
Working capital 182
Deferred tax (1,446)
Other assets/liabilities 945

Total identifiable assets 5,542

  
Consideration transferred  

Cash consideration 9,252
Deferred Consideration 2,289

Total consideration transferred 11,541

  

Goodwill 5,999

The other assets/liabilities include the cash acquired on acquisition of €1,110k and dilapidation provision of €165k.

The goodwill is attributable mainly to the skills and technical talent of OpenIT GmbH’s work force and the synergies expected to be achieved from integrating the
company into the Group’s existing business. None of the goodwill is expected to be deductible for income tax purposes.

Acquisition-related costs (included in administrative expenses) amount to €88k.

The working capital comprises acquired receivables of which the entire amount was expected to be collectible at the date of acquisition.

The deferred consideration is due on 30 April 2017.

OpenIT GmbH contributed €3,756k revenue and €843k to the Group’s profit for the period between the date of acquisition and the balance sheet date.

If  the acquisition of  OpenIT GmbH had been completed on the first  day of  the financial  year  2016,  the entity  would have contributed revenues amounting to
€4,940k and a profit in the amount of €1,123k to the Group’s income statement.

24.7.ElasticHosts Limited

On 26  April  2016  the  Group  acquired  100  per  cent  of  the  issued  share  capital  and  voting  interests of  ElasticHosts  Limited,  obtaining  control  of  ElasticHosts
Limited. ElasticHosts Limited is a provider of hosting. The acquisition continues the Group’s strategy of consolidating the fragmented European hosting market.
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The fair values of the identifiable assets acquired and liabilities assumed are as set out in the table below.

 Elastichosts Ltd
 €’000
Identifiable assets acquired and liabilities assumed  

Property, plant and equipment 273
Identifiable intangible assets 1,093
Working capital (366)
Deferred tax (208)
Other assets/liabilities 1,413

Total identifiable assets 2,205

  

Consideration transferred  
Cash consideration 4,599

Total consideration transferred 4,599

  

Goodwill 2,394

The other assets/liabilities include the cash acquired on acquisition of €1,534k and dilapidations provision of €121k.

The  goodwill  is  attributable  mainly  to  the  skills  and  technical  talent  of  ElasticHosts  Limited’s  work  force  and  the  synergies  expected  to  be  achieved  from
integrating the company into the Group’s existing business. None of the goodwill is expected to be deductible for income tax purposes.

Acquisition-related costs (included in administrative expenses) amount to €242k.

The working capital comprises acquired receivables of which the entire amount was expected to be collectible at the date of acquisition.

ElasticHosts Limited contributed €1,609k revenue and €715k to the Group’s profit for the period between the date of acquisition and the balance sheet date.

If the acquisition of ElasticHosts Limited had been completed on the first day of the financial year 2016, the entity would have contributed revenues amounting to
€2,372k and a profit in the amount of €770k to the Group’s income statement.

24.8. Intergenia Holding GmbH

On 20 January 2015 the Group acquired 100 per cent  of  the issued share capital  and voting interests of  Intergenia Holding GmbH, obtaining control  of  BSB
Service GmbH, Hosting Solutions Inc, PlusServer Deutschland GmbH, PlusServer GmbH and WorldHostingDays GmbH. The Intergenia Group is a provider of
hosting. The acquisition continues the Group’s strategy of consolidating the fragmented European hosting market.
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The fair values of the identifiable assets acquired and liabilities assumed are as set out in the table below.

 Intergenia Holding GmbH
 €’000
Identifiable assets acquired and liabilities assumed  

Property, plant and equipment 25,400
Identifiable intangible assets 86,844
Working capital (5,931)
Deferred tax (29,311)
Other assets/liabilities (516)

Total identifiable assets 76,486

  
Consideration transferred  

Cash consideration 161,036
Equity instruments (281,757 ordinary shares of parent company) 356
Loan notes in parent company 28,933
Deferred consideration 15,988

Total consideration transferred 206,313

  

Goodwill 129,827

The other assets/liabilities include among other items cash balances of €8,114k, income tax liabilities with a fair value of €5,146k, dilapidations provisions with a
fair value of €2,893k and finance lease liabilities with a fair value of €1,897k.

The goodwill  is attributable mainly to the skills and technical talent of Intergenia Holding GmbH’s work force and the synergies expected to be achieved from
integrating the company into the Group’s existing business. None of the goodwill is expected to be deductible for income tax purposes.

The fair value of the 281,757 ordinary shares issued as part of the consideration paid for Intergenia Holding GmbH was €356k.

Acquisition-related costs (included in administrative expenses) amount to €1,160k.

The deferred consideration arrangement of €15,988k is in relation to an on-going tax enquiry. The amounts outstanding will be paid on conclusion of this enquiry
either to the sellers or the tax authorities.

The working capital comprises acquired receivables of which the entire amount was expected to be collectible at the date of acquisition.

In financial year 2015 Intergenia group contributed €58,043k revenue and €8,148k to the Group’s profit for the period between the date of acquisition and the
balance sheet date.

If the acquisition of Intergenia group had been completed on the first day of the financial year 2015, the entity would have contributed revenues amounting to
€60,470k and a profit in the amount of €4,676k to the Group’s income statement.

24.9.Paragon Internet Group Limited

On 28 October 2015 the Group acquired 100 per cent of the issued share capital and voting interests of Paragon Internet Group Limited (“Paragon”), obtaining
control of Paragon. Paragon is a provider of hosting. The acquisition continues the Group’s strategy of consolidating the fragmented European hosting market.
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The fair values of the identifiable assets acquired and liabilities assumed as of acquisition date are as set out in the table below.

 
Paragon Internet Group

Limited
 €’000
Identifiable assets acquired and liabilities assumed  

Property, plant and equipment 3,111
Identifiable intangible assets 5,872
Working capital (2,226)
Deferred tax (1,015)
Other assets/liabilities (2,416)

Total identifiable assets 3,326

  

Consideration transferred  
Cash consideration 15,582
Contingent consideration 30,287
Deferred consideration 5,234

Total consideration transferred 51,103

  

Goodwill 47,777

The other assets/liabilities include among other items cash balances of €669k, dilapidations provisions with a fair value of €1,623k and finance lease liabilities
with a fair value of €1,461k.

The goodwill is attributable mainly to the skills and technical talent of Paragon Internet Group Limited’s work force and the synergies expected to be achieved
from integrating the company into the Group’s existing business. None of the goodwill is expected to be deductible for income tax purposes.

Acquisition-related costs (included in administrative expenses) amount to €566k.

The working capital comprises acquired receivables of which the entire amount was expected to be collectible at the date of acquisition.

An  amount  of  £3,000k  of  the  deferred  consideration  arrangement  was  paid  within  financial  year  2016.  The  remaining  amount  will  be  paid  in  the  first  half  of
financial year 2017.

As part of the purchase agreement with the previous owners of Paragon Internet Group Limited ("PIG”) a contingent consideration has been agreed.

The contingent consideration payable is calculated by applying an exit multiple to EBITDA growth since acquisition and deducting the drawdown of a granted
acquisition facility. The business plan with EBITDA projections, including planned acquisitions, has been used to determine the fair value of the liability at the
acquisition date.  The key assumptions used in the valuation include the anticipated level  of  EBITDA growth,  the potential  exit  multiple,  the acquisition facility
level and the timing of the consideration becoming payable.

The  fair  value  of  the  contingent  consideration  was  determined  to  be  €33,497k  (£24,000k),  payable  within  one  year.  This  equated  to  a  liability  of  €30,287k
(£21,700k) as at the acquisition date (discounted at 10.6%).

As at 31 December 2015 the fair value became €29,967k following an unwinding of the discount (€530k) and the impact of foreign exchange (€850k).

In  2016  a  cash  settlement  of  €29,305k  (£25,000k)  was  agreed  with  the  previous  owners  of  PIG,  payable  in  the  first  half  2017.  Hence,  the  contingent
consideration was re-measured for the unwinding of the discount (€2,334k) and a fair value re-measurement of €1,218k (£1,000k) through the Income Statement
to arrive at the agreed settlement amount.

Paragon Internet Group contributed €1,898k revenue and €473k to the Group’s profit for the period between the date of acquisition and the balance sheet date.
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If  the  acquisition  of  Paragon  Internet  Group  had  been  completed  on  the  first  day  of  the  financial  year  2015,  the  entity  would  have  contributed  revenues
amounting to €9,818k and a loss in the amount of €1,107k to the Group’s income statement.

24.10.Sign-Up Technologies Limited

On 18 August 2014 the Group acquired 100 per cent of the issued share capital and voting interests of Sign-Up Technologies Limited (SUT), obtaining control of
SUT. SUT is a provider of hosting. The acquisition continues the Group’s strategy of consolidating the fragmented European hosting market.

The fair values of the identifiable assets acquired and liabilities assumed are as set out in the table below.

 Sign-Up Technologies Limited
 €’000
Identifiable assets acquired and liabilities assumed  

Property, plant and equipment 20
Identifiable intangible assets 1,127
Working capital (26)
Deferred tax (226)
Other assets/liabilities 791

Total identifiable assets 1,686

  
Consideration transferred  

Cash consideration 2,908
Contingent consideration 1,031

Total consideration transferred 3,939

  

Goodwill 2,253

The other assets/liabilities include solely the cash acquired on acquisition.

The goodwill is attributable mainly to the skills and technical talent of Sign-Up Technologies Limited’s work force and the synergies expected to be achieved from
integrating the company into the Group’s existing business. None of the goodwill is expected to be deductible for income tax purposes.

Acquisition-related costs (included in administrative expenses) amount to €110k.

The working capital comprises acquired receivables of which the entire amount was expected to be collectible at the date of acquisition.

As part of the accounting for the acquisition of SUT, a contingent consideration with an estimated fair value of €813k (£650k) was recognised at the acquisition
date, being unchanged as at 31 December 2014. The contingent consideration was subsequently remeasured to €1,031k (£824k) following the finalisation of the
purchase accounting (2015) and €417k (£356k) (2016).

The contingent consideration was based on EBITDA targets and was not capped. The amounts were determined on the respective (revised) business plans.

As at 31 December 2016 a settlement agreement was reached with the previous owners of SUT to a cash payment of €417k (£356k) paid in February 2017.

Sign-Up Technologies Limited contributed €770k revenue and €92k to the Group’s profit for the period between the date of acquisition and the balance sheet
date.

If the acquisition of Sign-Up Technologies Limited had been completed on the first day of the financial year 2014, the entity would have contributed revenues
amounting to €2,009k and a loss in the amount of €26k to the Group’s income statement.
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24.11.Pro Forma consolidated Revenue and Profit

If the acquisitions had occurred on 1 January 2016, the management estimates that consolidated revenue would have been €313,042k (2015: €280,150k; 2014:
€190,062k), and consolidated loss for the year would have been €44,470k (2015: €69,912k loss; 2014: €46,565k loss).

25. Notes to the cash flow statement

 

2016 2015 2014
€’000 €’000 €’000

   
Loss from continuing operations (45,406) (64,860) (46,447)
Adjustments for:    
Finance costs, net 96,246 100,380 74,704
Income tax charge/(credit) 4,123 (501) (891)
Depreciation of property, plant and equipment 31,304 27,186 19,935
Amortisation of intangible assets 34,754 33,398 21,183
Gain on disposal of property, plant and equipment (32) — —
Decrease in provisions (205) (551) (885)
Operating cash flows before movements in working capital 120,784 95,052 67,599
Increase in receivables (8,544) (17,335) (880)
Increase/(decrease) in payables 2,230 22,504 (137)
Cash generated by operations 114,470 100,221 66,582
Income taxes paid (10,613) (7,474) (3,435)
Interest paid (41,782) (73,920) (22,112)
Net cash from operating activities 62,075 18,827 41,035

Cash and cash equivalents comprise cash and short-term bank deposits with an original maturity of three months or less, net of outstanding bank overdrafts.
The carrying amount of these assets is approximately equal to their fair value.

26. Operating lease arrangements

The Group as lessee

 2016 2015 2014

 €’000 €’000 €’000
Lease payments under operating leases    
recognised as an expense in the year 8,194 7,254 4,337

At the balance sheet date, the Group had outstanding commitments for future minimum lease payments under non-cancellable operating leases, which fall due
as follows:

 2016 2015 2014

 €’000 €’000 €’000

    
Within one year 4,592 4,885 6,353
In the second to fifth years inclusive 8,642 7,484 11,224
After five years 6,706 4,012 1,928

 19,940 16,381 19,505

Operating lease payments predominantly represent rental payments by the Group for its properties with an average term of 5 years.
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27. Retirement benefit schemes

Defined contribution schemes

The Group operates a stakeholder pension scheme. The assets of the scheme are held separately from those of the Group in an independently administered
pension fund. At 31 December 2016, there were contributions payable of €0 (2015: €29,000, 2014: €21,000).

During the year ended 31 December 2016 €370,000 (2015: €235,000, 2014: €283,000) was charged to the profit and loss account in relation to pensions and
other defined contribution plans.

28 . Financial Instruments

28.1. Financial risk management

Senior management are aware of their responsibility for managing risks within their business units. Each business unit head reports to the board on the status of
these  risks  through  management  reports.  Risk  is  regularly  reviewed  at  board  level  to  ensure  that  risk  management  is  being  implemented  and  monitored
effectively.  The  board’s  policy  is  to  ensure  that  the  business  units  are  empowered  to  run  their  business  effectively  and  appropriately,  bearing  in  mind  the
requirements for timely decision making and commercial reality. Through management reports, risks are highlighted and monitored to identify potential business
risk areas and to quantify and address the risk wherever possible.

28.2. Financial risk

The directors are ultimately responsible for ensuring that financial and non-financial risks are monitored and managed with acceptable and known parameters.

28.3. Capital risk management

The  Group  manages  its  capital  to  ensure  that  it  will  be  able  to  continue  as  a  going  concern  while  maximising  the  return  to  the  stakeholders  through  the
optimisation of the debt and equity balance.

The  Group  manages  its  capital  to  ensure  that  entities  in  the  Group  will  be  able  to  continue  as  going  concerns  while  maximising  the  return  to  shareholders
through the optimisation of the debt and equity balance. No speculative treasury transactions are undertaken however the Group does enter into interest swaps
to hedge known interest rate exposure. The Group’s overall strategy remains unchanged from 2014.

The capital structure of the Group consists of debt, cash and cash equivalents and equity comprising of issued capital, reserves and retained earnings.

The Group is not subject to any externally imposed capital requirements.

28.4. Liquidity risk

The  Group  actively  maintains  a  mixture  of  long-term  and  short-term  debt  finance  that  is  designed  to  ensure  the  Group  has  sufficient  available  funds  for  its
operations.

28.5. Market risk

The activities are mainly exposed to financial risks from changes in interest rate, exchange rates and credit risks explained below.

28.5.1.Interest rate risk

The Group has arranged for the majority of its debt to be on a fixed interest basis. The Group has taken out an interest rate swap to remove its exposure to
floating exchange rates on bank debt.

The sensitivity analysis below is prepared assuming the amount of liability outstanding for the whole year.

A  0.25%  increase  or  decrease  is  used  when  reporting  interest  rate  risks  internally  and  represents  management’s  assessment  of  the  reasonable  possible
changes in rates.

If  rates had been 0.25% higher/lower,  and all  other variables constant,  the Group’s profit  for  the year ended 31 December 2016 would decrease/increase by
€1,761k (2015: €1,695k, 2014: €906k).
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28.5.2.Credit risk

The majority of the Group’s customers pay in advance for services. Where services are supplied without advance payment, a credit review of the customer is
performed when the order is received and subsequently on a periodic basis. The carrying amount of financial assets represents the Group's maximum credit
exposure.

28.5.3.Currency risk

The Group is exposed to movements in foreign currency exchange rates in respect of foreign currency denominated transactions and movements in respect of
the translation of net assets and profit and loss of foreign subsidiaries. The Group does not hedge the translation effect of exchange rate movements in the profit
and loss or balance sheet of foreign subsidiaries.

The carrying amounts of the Group's foreign currency denominated monetary assets and monetary liabilities at the year-end are as follows:

 Sterling
Group 2016 2016 2015 2015 2014 2014
 £’000 €’000 £’000 €’000 £’000 €’000

       
       
Loans and receivables 19,271 22,589 17,695 24,012 5,642 7,235
Cash and cash equivalents 5,421 6,354 11,257 15,276 9,232 11,839
Trade and other payables (41,341) (48,460) (9,488) (12,875) (13,190) (16,915)

 (16,649) (19,517) 19,464 26,413 1,684 2,159

       
 RON
 2016 2016 2015 2015 2014 2014

 RON’000 €’000 RON’000 €’000 RON’000 €’000

       
Loans and receivables 65 14 143 31 1,688 377
Cash and cash equivalents 236 52 867 191 823 184
Trade and other payables (736) (162) (309) (68) (374) (84)

 (435) (96) 701 154 2,137 477

       
       
 CHF
 2016 2016 2015 2015 2014 2014

 CHF’000 €’000 CHF’000 €’000 CHF’000 €’000

       
Loans and receivables 97 90 113 104 335 279
Cash and cash equivalents 291 271 314 290 652 543
Trade and other payables (445) (415) (392) (362) (1,119) (932)

 (57) (54) 35 32 (132) (110)

       
 USD
 2016 2016 2015 2015 2014 2014

 $’000 €’000 $’000 €’000 $’000 €’000

       
Loans and receivables 1,340 1,273 992 910 — —
Cash and cash equivalents 914 869 796 730 — —
Trade and other payables (752) (715) (2,661) (2,440) — —

 1,502 1,427 (873) (800) — —
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Categories of financial instruments

Assets 2016 2015 2014
 €’000 €’000 €’000
Current    
Cash and bank balances 28,511 26,584 24,726
Trade Receivables 14,429 10,635 7,166
Other receivables 34,423 28,365 12,454
Total Loans and receivables 77,363 65,584 44,346
Total FVTPL 77,363 65,584 44,346

Liabilites    
Current    
Trade payables 18,293 9,716 11,367
Other accruals 14,910 12,466 6,174
Loan note interest 121,562 89,068 64,159
Bank loans (gross) 8,885 6,153 8,086
Finance lease obligations 811 1,426 1,185
Total financial liabilities-Current 164,461 118,829 90,971

Non-current    
Bank loans (gross) 683,470 702,545 341,304
Loan notes 278,307 322,183 392,508
Finance leases 617 771 344
Interest swaps and caps - Fair value through profit and loss (FVTPL) 1,795 2,902 2,794
Total financial liabilities-Non Current 964,189 1,028,401 736,950

28.6. Foreign currency sensitivity analysis

The Group is mainly exposed to foreign currency in Sterling and Euro currency.

The  following  table  details  the  Group's  sensitivity  to  a  one  percent  increase  and  decrease  in  the  Euro  against  the  relevant  foreign  currencies.  The  foreign
sensitivity  analysis  includes  only  outstanding  foreign  currency  denominated  monetary  items  and  adjusts  their  translation  at  the  year-end  for  a  one  percent
change in foreign currency rates. A positive number below indicates an increase in profit where the Euro strengthens against the relevant currency. For a one
percent weakening of Euro against the relevant currency, there would be a comparable impact on the profit and the balances below would be negative.

 GBP RON CHF USD
 €’000 €’000 €’000 €’000

     
2016 Effect in Profit or loss 142 1 1 (14)
2015 Effect in Profit or loss 143 2 — 8
2014 Effect in Profit or loss 22 5 1 —

The above exposure in the current year is attributable to the exposure outstanding on receivables and payables at the balance sheet date.

28.7. Interest rate swap and cap contracts

Under interest rate swap contracts, the Group agrees to exchange the difference between fixed and floating rate interest amounts calculated on agreed notional
principal amounts. Such contracts enable the Group to mitigate the risk of changing interest rates on the fair value of issued fixed rate debt held and the cash
flow exposures on the issued variable rate debt held.  The fair  value of  interest  rate swaps at  the reporting date is determined by discounting the future cash
flows  using  the  curves  at  the  reporting  date  and  the  credit  risk  inherent  in  the  contract,  and  is  disclosed  below.  The  average  interest  rate  is  based  on  the
outstanding balances at the end of the financial year.

The Group has assessed the changes in its fair value due to changes in credit risk, and given the existing credit score for the Group, management assessed that
there is no material change in the fair value due to credit risk.
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The following tables detail the notional principal amounts and remaining terms of interest rate swap and cap contracts outstanding as at 31 December 2016:

Outstanding receive floating pay
fixed contracts Average contract fixed interest rate Notional principal value Fair value

 2016 2015 2014 2016 2015 2014 2016 2015 2014

 % % % € € € € € €

          
Less than 1 year 0.9805% — — 204,391 — — 205,844 — —
1 to 2 years 2.1000% 0.9805% — 124,033 225,489 — 124,375 223,038 —
2 to 5 years — 2.1000% 0.9805% — 149,094 225,020 — 148,643 222,226
5 years + — — — — — — — — —

    328,424 374,583 225,020 330,219 371,681 222,226

28.8. Fair value measurements

The information set out below provides information about how the Group determines fair values of various financial assets and financial liabilities.

The following table  provides an analysis  of  financial  instruments  that  are  measured subsequent  to  initial  recognition  at  fair  value,  grouped into  Levels  1  to  3
based on the degree to which the fair value is observable:

• Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets for identical assets or liabilities;

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

• Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset or liability that are not based on observable
market data (unobservable inputs).

Fair value of the Group’s financial assets and financial liabilities that are measured at fair value on a recurring basis

Some of the Group's financial assets and financial liabilities are measured at fair value at the end of each reporting period. The following table gives information
about how the fair values of these financial assets and financial liabilities are determined (in particular, the valuation technique(s) and inputs used).

Category of
financial
liability

Fair value at 31
December 2016,
2015 and 2014

Level in
Hierarchy

Description of valuation technique Inputs used for valuation model Total gains and (losses)
recognised in PL

Interest rate
swaps and
caps

Yes 2 Interest rate swap and cap contracts are
not traded in active markets. Fair valued
using observable forward exchange
rates and interest rates corresponding to
the maturity of the contracts.

Observable forward exchange rates
and interest rates corresponding to
the maturity of the contracts. Effect
of non-observable inputs is not
significant for interest rate swaps.

Yes

Contingent
consideration

Yes 3 The calculation of the earn-out due is
conditional on specific events and based
on the increase of the EBITDA for the
last twelve months until the date the
earn-out is due as well as an EBITDA
multiple of 4.0. It is capped by the
multiple of 2.0 of the free cash flow,
defined as EBITDA less Capex, in the
same year.

Business projections of absolute
values for profit and loss (EBITDA)
and capital expenditure, resulting
from the business plan until the
financial year 2018.

Yes

The directors consider that the carrying amounts of all financial assets and financial liabilities recorded at amortised cost in the financial statements approximate
to their fair values.
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28.8.1.Reconciliation of Level 3 fair values

The following table shows a reconciliation from the opening balances to the closing balances for Level 3 fair values.

 

 Velia.net Inter-
netdienste GmbH

 Paragon Internet 
Group Limited

 Sign-Up 
Technologies 

Limited
Total

 €’000 €’000 €’000 €’000
     
At 1 January 2014 — — — —
Contimgent consideration recognized on business combination — — 813 813
Unwind of interest recognized in profit and loss — — — —
Fair value adjustments recognized in profit and loss — — — —
Exchange differences — — — —
At 31 December 2014 — — 813 813
Contingent consideration recognized on business combination — 30,287 — 30,287
Unwind of interest recognized in profit and loss — 530 — 530
Remeasurement — — 242 242
Fair value adjustments recognized in profit and loss — — — —
Exchange differences — (850) (24) (874)
At 31 December 2015 — 29,967 1,031 30,998
Contingent consideration recognized on business combination 5,145 — — 5,145
Paid in the year — — (306) (306)
Unwind of interest recognized in profit and loss 204 2,334 — 2,538
Fair value adjustments recognized in profit and loss — 1,218 (266) 952
Exchange differences — (4,213) (43) (4,256)
At 31 December 2016 5,349 29,305 417 35,071

29.      Events after the balance sheet date

There were no material events after the reporting date that result in a disclosure for the financial statements.

Note 31 provides further information on the change of the shareholder.

30. Related party transactions

Balances and transactions between the company and its subsidiaries, which are related parties, have been eliminated on consolidation and are not disclosed in
this note.

30.1. Trading transactions

During the year ended 31 December 2016 monitoring fees and travel expenses of €269,000 (2015: €350,000, 2014: 249,000) were charged to the Group by the
major shareholder, Cinven Private Equity, for stewardship of the Group. The amount outstanding as at 31 December 2016 was €70,000 (2015: €68,000, 2014:
nil).
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30.2. Remuneration of key management personnel

The remuneration of the directors, who are the key management personnel of the Group, is set out below in aggregate for each of the categories specified in IAS
24 Related
Party
Disclosures
.

 2016 2015 2014

 €’000 €’000 €’000

    

Short-term employee benefits (Salaries, fees, bonuses and benefits in kind) 1,447 1,282 1,081
Post-employment benefits (Money purchase pension contributions) 36 36 18

 1,483 1,318 1,099

31. Ultimate controlling party

The ultimate controlling party of  the Group is the Fifth Cinven Fund which holds the majority of the shares in the company and which is managed by Cinven
Capital Management (V) General Partner Limited.

On 6 December 2016, US-based GoDaddy Inc., the world's largest cloud platform dedicated to small, independent ventures, has entered into a definitive
agreement to acquire Host Europe Holdings and its subsidiaries (the Group). The transaction has been approved by the GoDaddy board of directors and the
Group’s shareholders and is expected to close in the second quarter of 2017, subject to certain closing requirements.

32. Correction of errors

Subsequent to the issuance of the Company’s financial statements for the year-ended 31 December 2015, the Group discovered the following accounting errors
in  financial  years  2014  and  2015  which  have  been  corrected  by  restating  each  of  the  affected  financial  statement  line  items  and  respective  notes  both  for
financial year 2014 and 2015 as summarized by the following table.

 €’000 €’000 €’000 €’000

 As previously reported Adjustments Purchase price
adjustments As restated

2014     
Goodwill 502,138 4,962 — 507,100
Total assets 502,138 4,962 — 507,100
Deferred tax liabilities (58,284) (6,306)  (64,590)
Total liabilities (58,284) (6,306) — (64,590)
Foreign exchange reserve (86) (590)  (676)
Accumulated deficit (64,724) (754)  (65,478)
Equity (64,810) (1,344) — (66,154)
Income tax (charge)/credit 1,645 (754) — 891
2015     
Goodwill 670,264 5,534 29,447 705,245
Trade and other receivables 41,046 (2,046) — 39,000
Total assets 711,310 3,488 29,447 744,245
Current tax liabilities (4,783) (1,802) — (6,585)
Trade and other payables (145,174) — (29,963) (175,137)
Deferred tax liabilities (82,400) (5,193) — (87,593)
Total liabilities (232,357) (6,995) (29,963) (269,315)
Foreign exchange reserve (5,336) (1,196) — (6,532)
Accumulated deficit (120,397) (9,411) (530) (130,338)
Equity (5,336) (1,196) — (6,532)
Income tax (charge)/credit 9,158 (8,657) — 501
Finance costs (100,107) — (530) (100,637)
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Adjustments - 2014

(i) In 2013 a deferred tax liability on identified intangible assets arising on a business combination was calculated using incorrect tax rates. The error was
corrected by increasing goodwill and deferred tax liabilities by €7,562K as of 31 December 2013 in order to restate the 1 January 2014 opening balance
sheet.

(ii)  In 2013 a deferred tax asset related to goodwill was omitted from the business combination accounting. This was corrected as at 1 January 2014 by
increasing deferred tax assets by €2,500k, decreasing retained earnings by €100k and decreasing goodwill by €2,600k.

The  overall  effect  of  the  aforementioned  adjustments  (i)  and  (ii)  on  goodwill  as  at  31  December  2014  amounted  to  €4,962k,  and  on  deferred  tax
liabilities was €6,306k.

The  overall  effect  on  deferred  tax  expense  (included  in  tax  (charge)/credit)  and  accumulated  deficit  (equity)  of  these  adjustments  (i)  and  (ii)  was  a
charge of €754k in the year ended 31 December 2014. Foreign exchange reserves were impacted by a loss of €590k.

Adjustments - 2015

(iii) A deferred tax liability  of  €936k had been omitted from the Intergenia  Holding GmbH business combination accounting.  This  has been corrected by
increasing goodwill and deferred tax liabilities on acquisition by €936k, together with an associated income statement impact.

(iv) During the finalisation of the 2015 tax returns inaccuracies in the UK tax calculations were identified. The deferred tax asset and the income tax credit
were increased by €1,358k.

(v) A calculation error resulted in current tax liabilities being understated by €1,802k. The correction comprised a reclassification of advance tax payments
of €863k from trade and other receivables to tax creditors and an additional current tax charge of €2,665k.

(vi) A GBP denominated receivable was translated at an incorrect foreign exchange rate overstating trade and other receivables by €1,183k. The correction
has been recorded in other comprehensive income (foreign exchange reserves) and other receivables.

The overall impact of the aforementioned adjustments (v) and (vi) on trade and other receivables amounted to a decrease of €2,046k.

The overall impact of adjustments (iii), (iv), (vi) and (vii) above, together with carryover impacts of the 2014 adjustments (i) and (ii), was to:

– Increase goodwill at 31 December 2015 by €5,534k;

– Increase current tax liabilities at 31 December 2015 by €1,802k;

– Increase deferred tax liabilities at 31 December 2015 by €5,193k;

– Increase the foreign exchange reserve at 31 December 2015 by €1,196k; and

– Decrease the income tax credit in the year-ended 31 December 2015 by €8,657k.

There is no impact on the total operating, investing or financing cash flows for the years ended 31 December 2014, 2015 and 2016.

Purchase price adjustment

(i) The purchase price adjustment  relates to recognition of  contingent  consideration for  the acquisition of  Paragon Internet  Group Ltd as at  the date of
acquisition.  Further  information  is  provided  in  note  24.8.  The  adjustment  had  the  impact  of  increasing  goodwill  at  31  December  2015  by  €29,447k,
increasing trade and other payables by €29,963k, and increasing finance costs by €530k.
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UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION

The  following  unaudited  pro  forma  condensed  combined  financial  information  and  related  notes  present  the  historical  consolidated  balance  sheet  and
historical  consolidated  statement  of  operations  of  GoDaddy  Inc.  (“GoDaddy”  or  the  “Company”)  adjusted  to  reflect  (1)  the  completion  of  the  Company’s
acquisition of all shares of Host Europe Holdings Limited (“HEG”), a company incorporated in the United Kingdom, and certain loan notes issued by Host Europe
Finance  Co.  Ltd.  on  April  3,  2017  and  (2)  the  discrete  presentation  of  HEG’s  PlusServer  managed  hosting  business  (“PlusServer”)  pursuant  to  the  Company's
planned sale of PlusServer, collectively referred to as the “Transactions”.

The unaudited pro forma condensed combined financial information has been derived from the Company's audited consolidated financial statements and
HEG's  audited  consolidated  financial  statements  as  of  and  for  the  year  ended  December  31,  2016.  The  unaudited  pro  forma  condensed  combined  financial
information has been adjusted as if the acquisition of HEG had been completed on January 1, 2016, in the case of the unaudited pro forma condensed combined
statement of operations, and on December 31, 2016, in the case of the unaudited pro forma condensed combined balance sheet.

The unaudited pro forma condensed combined financial information gives effect to the following:

• the acquisition of HEG on April 3, 2017 for consideration totaling €1.7 billion (approximately $1.9 billion);

• the reclassification of certain HEG historical financial information to conform with the Company's presentation;

• the  impact  of  converting  HEG's  historical  financial  information  from  International  Financial  Reporting  Standards,  as  adopted  by  the  International
Accounting Standards Board (“IFRS”), to generally accepted accounting principles in the United States (“U.S. GAAP”);

• the translation of HEG's historical financial information from Euros into U.S. dollars;

• the impact of preliminary fair value adjustments to the acquired assets and assumed liabilities of HEG;

• the impact of the incremental indebtedness GoDaddy incurred to finance the acquisition;

• the impact of the planned PlusServer sale; and

• the related income tax effects of the pro forma adjustments.

The  Company  accounted  for  the  acquisition  within  the  accompanying  unaudited  pro  forma  condensed  combined  financial  information  using  the
acquisition method of accounting in accordance with the Financial Accounting Standards Board's Accounting Standards Codification (“ASC”) Topic 805, Business
Combinations . In accordance with ASC 805, the Company used its preliminary best estimates and assumptions to assign fair values to the tangible and intangible
assets acquired and liabilities assumed at the acquisition date, which are dependent upon certain valuations and other studies that have yet to progress to a stage
where there is sufficient information for a definitive measurement. The Company has made significant assumptions and estimates in determining the preliminary
allocation of the purchase price in the unaudited pro forma condensed combined financial information. Goodwill, as of the acquisition date, was measured as the
excess of purchase consideration over the preliminary fair values of net tangible and identifiable intangible assets acquired. Management may identify differences
that, when finalized, could be materially different from the unaudited pro forma condensed combined financial information.

HEG's historical financial information was prepared in accordance with IFRS and is presented in Euros. The unaudited pro forma condensed combined
financial information includes adjustments and reclassifications to convert HEG's historical balance sheet and income statement from IFRS to U.S. GAAP and to
translate the financial statements from Euros to U.S. dollars.  Management will complete its review of the adjustments and reclassifications necessary to convert
HEG's financial statements from IFRS to U.S. GAAP, and as a result, may identify further differences that could have a material impact.

The  unaudited  pro  forma  condensed  combined  financial  information  does  not  purport  to  project  the  Company's  future  operating  results,  and  does  not
include the impact of any (i) cost or revenue synergies; (ii) potential restructuring actions or (iii) non-recurring transaction-related costs.

The unaudited pro forma condensed combined financial information, including the related notes, is derived from, and should be read in conjunction with:
(i) the Company’s audited consolidated financial statements, which are available in its Annual Report on Form 10-K for the year ended December 31, 2016; (ii)
HEG's audited consolidated financial statements, which are contained in Exhibit 99.2 to the Current Report on Form 8-K/A to which this exhibit relates; and (iii)
the accompanying notes.
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GoDaddy Inc.
Unaudited Pro Forma Condensed Combined Balance Sheet

As of December 31, 2016
(In millions)

 
GoDaddy 
Historical  

HEG
Historical

(IFRS)  

Reclass-
ifications
(Note 1)  

IFRS to U.S.
GAAP

Adjustments
(Note 3)  

Pro Forma
Adjustments  

Note
Ref  

Planned
PlusServer

Sale
(Note 8)  

GoDaddy
Pro Forma
Combined

Assets                
Current assets:                

Cash and cash equivalents $ 566.1  $ 30.0  $ —  $ —  $ 67.3  (4)  $ (12.6)  $ 650.8
Short-term investments 6.6  —  —  —  —    —  6.6
Accounts and other receivables 8.0  —  15.2  —  —    (9.5)  13.7
Registry deposits 20.6  —  —  —  —    —  20.6
Prepaid domain name registry
fees 307.0  —  —  19.8  —    —  326.8
Prepaid expenses and other
current assets 24.5  51.5  (15.2)  —  —    (3.3)  57.5
Assets held for sale —  4.0  —  —  —    601.0  605.0

Total current assets 932.8 85.5 — 19.8  67.3   575.6 1,681.0
Property and equipment, net 231.0  86.1  —  —  —  (6a)  (36.0)  281.1
Prepaid domain name registry fees,
net of current portion 172.1  —  —  —  —    —  172.1
Goodwill 1,718.4  717.1  —  —  491.3  (6b)  (275.1)  2,651.7
Intangible assets, net 716.5  336.4  —  —  510.2  (6c)  (264.5)  1,298.6
Other assets 11.1  —  —  —  —    —  11.1
Deferred tax assets 5.0  —  —  2.6  (2.6)  (6h)  —  5.0
Total assets $ 3,786.9 $ 1,225.1 $ — $ 22.4  $ 1,066.2   $ — $ 6,100.6
Liabilities and stockholders'
equity               
Current liabilities:               

Accounts payable $ 61.7  $ —  $ 19.3  $ —  $ —    $ (8.6)  $ 72.4
Accrued expenses and other
current liabilities 143.0  239.9  (17.7)  —  (115.6)  (6d)  (28.0)  221.6
Payable to related parties for
tax distributions 10.0  —  —  —  —    —  10.0
Deferred revenue 1,043.5  24.5  —  44.7  (25.6)  (6e)  (2.6)  1,084.5
Long-term debt 4.0  4.9  —  —  524.7  (6f)  —  533.6
Liabilities directly associated
with the assets held for sale  2.5  —  —  —    122.7  125.2

Total current liabilities 1,262.2 271.8 1.6 44.7  383.5   83.5 2,047.3
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GoDaddy Inc.
Unaudited Pro Forma Condensed Combined Balance Sheet

As of December 31, 2016
(In millions)

 
GoDaddy 
Historical  

HEG
Historical

(IFRS)  

Reclass-
ifications
(Note 1)  

IFRS to U.S.
GAAP

Adjustments
(Note 3)  

Pro Forma
Adjustments  

Note
Ref  

Planned
PlusServer

Sale
(Note 8)  

GoDaddy
Pro Forma
Combined

Deferred revenue, net of current
portion 532.7  —  —  —  —    —  532.7
Long-term debt, net of current
portion 1,035.7  999.8  —  —  388.3  (6f)  —  2,423.8
Payable to related parties pursuant
to tax receivable agreements 202.6  —  —  —  —    —  202.6
Other long-term liabilities 39.5  14.5  (1.6)  —  (0.4)  (6g)  (2.0)  50.0
Deferred tax liabilities  87.6  —  (3.1)  141.1  (6h)  (81.5)  144.1
Commitments and contingencies —  —  —  —  —    —  —
Stockholders' equity:               —

Preferred stock —  —  —  —  —    —  —
Class A common stock 0.1  —  —  —  —    —  0.1
Class B common stock 0.1  —  —  —  —    —  0.1
Additional paid-in capital 608.3  22.4  —  —  (22.4)  (6i)  —  608.3
Accumulated deficit (48.7)  (185.0)  —  (19.2)  196.9  (6i)  —  (56.0)
Accumulated other
comprehensive income 2.7  14.0  —  —  (14.3)  (6j)  —  2.4

Total stockholders' equity
attributable to GoDaddy Inc. 562.5 (148.6) — (19.2)  160.2   — 554.9
Non-controlling interests 151.7  —  —   (6.5)  (6k)  —  145.2
Total stockholders' equity 714.2 (148.6) — (19.2)  153.7   — 700.1
Total liabilities and stockholders'
equity $ 3,786.9 $ 1,225.1 $ — $ 22.4  $ 1,066.2   $ — $ 6,100.6

See accompanying notes to the unaudited pro forma condensed combined financial information.
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GoDaddy Inc.
Unaudited Pro Forma Condensed Combined Statement of Operations

For the Year Ended December 31, 2016
(In millions, except share amounts in thousands and per share amounts)

 
GoDaddy 
Historical  

HEG
Historical

(IFRS)  

Reclass-
ifications
(Note 1)  

IFRS to U.S.
GAAP

Adjustments
(Note 3)  

Pro Forma
Adjustments  

Note
Ref  

Planned
PlusServer

Sale
(Note 8)  

GoDaddy
Pro Forma
Combined

Revenue:                
Domains $ 927.8   $ 82.7  $ (3.7)  $ (16.1)    $ —  $ 990.7
Hosting and presence 678.7   241.5  (1.5)  (10.2)    (94.7)  813.8
Business applications 241.4   15.8  —  (0.6)    —  256.6

Total revenue 1,847.9  $ 340.0  —  (5.2)  (26.9)  (7a)  (94.7)  2,061.1
Costs and operating expenses:                

Cost of revenue (excluding
depreciation and amortization) 657.8  78.9  (8.3)  (0.7)  —    (12.2)  715.5
Technology and development 287.8  —  57.8  —  —    (25.0)  320.6
Marketing and advertising 228.8  —  14.7  —  —    (6.8)  236.7
Customer care 242.1  —  13.6  —  —    (2.9)  252.8
General and administrative 221.2  200.3  (147.1)  —  (15.4)  (7b)  (12.7)  246.3
Depreciation and amortization 160.1  —  73.2  —  41.3  (7c)  (21.6)  253.0

Total costs and operating expenses 1,797.8  279.2 3.9 (0.7)  25.9    (81.2)  2,024.9
Operating income (loss) 50.1  60.8 (3.9) (4.5)  (52.8)    (13.5)  36.2
Interest expense (57.2)  (107.6)  3.9  —  17.2  (7d)  3.9  (139.8)
Tax receivable agreements liability
adjustment (12.5)  —  —  —  —    —  (12.5)
Other income (expense), net (1.9)  1.1  —  —  1.5  (7e)  (0.3)  0.4
Loss before income taxes (21.5)  (45.7) — (4.5)  (34.1)    (9.9)  (115.7)
(Provision) benefit for income taxes (0.4)  (4.6)  —  0.8  5.4  (7f)  3.8  5.0
Net loss (21.9)  (50.3) — (3.7)  (28.7)    (6.1)  (110.7)
Less: net loss attributable to non-
controlling interests (5.4)  —  —  —  (38.8)  (7g)  —  (44.2)
Net loss attributable to GoDaddy
Inc. $ (16.5)  $ (50.3) $ — $ (3.7)  $ 10.1    $ (6.1)  $ (66.5)
Net loss per share of Class A
common stock—basic and diluted $ (0.21)             $ (0.83)
Weighted-average shares of Class
A common stock outstanding—
basic and diluted 79,835             79,835

See accompanying notes to the unaudited pro forma condensed combined financial information.
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GoDaddy Inc.
Notes to Unaudited Pro Forma Condensed Combined Financial Information

(In millions, unless otherwise noted)

Note 1        Basis of Presentation

The unaudited pro forma condensed combined balance sheet as of December 31, 2016 is presented as if the acquisition of HEG had occurred on
December 31, 2016 and the unaudited pro forma condensed combined statement of operations for the year ended December 31, 2016 is presented as if the
acquisition of HEG had occurred on January 1, 2016. The Company adjusted the historical financial information to give effect to events that are: (1) directly
attributable to the Transactions, (2) factually supportable and (3) expected to have a continuing impact on the Company’s consolidated financial results.

The unaudited pro forma condensed combined financial information is provided for illustrative purposes only and does not purport to represent what the
actual financial position and results of operations of the combined company would have been had the acquisition occurred on the dates assumed, nor are they
considered to be indicative of the Company’s future consolidated results. The pro forma adjustments are preliminary and based on preliminary estimates of fair
values and useful lives of the assets acquired and the liabilities assumed and have been prepared to illustrate the effect of the Transactions. The final allocation of
the purchase consideration may differ materially from that reflected in the unaudited pro forma condensed combined financial information after final valuation and
other procedures are completed and amounts are finalized. Certain reclassifications have been made to HEG's historical financial information to conform to the
Company’s financial statement presentation. Such reclassifications had no effect on HEG's previously reported financial results. The unaudited pro forma
condensed combined financial information may not reflect all reclassifications necessary to conform HEG’s presentation to that of GoDaddy due to limitations on
the availability of information as of the date of this filing.

The unaudited pro forma condensed combined financial information does not give effect to any restructuring costs or any potential savings or other
operating efficiencies that may result from the Transactions since such amounts, if any, are not presently determinable.

As part of the integration process subsequent to the acquisition, GoDaddy will review HEG’s accounting policies, including any differences between the
historical presentation of HEG's financial statements under IFRS and U.S. GAAP. Management may identify differences between the accounting policies of the
two companies that, when conformed, could have a material impact on GoDaddy's consolidated financial statements.

Note 2          Foreign Currency Translation

HEG's historical balance sheet was translated for the purpose of preparing the unaudited pro forma condensed combined financial information using the
Euro to U.S. dollar spot rate of 1.0536 on December 31, 2016. HEG's historical income statement for the year ended December 31, 2016 was translated using the
average 2016 Euro to U.S. dollar exchange rate of 1.1069.

Note 3         IFRS to U.S. GAAP Adjustments

The Company performed a preliminary assessment of the adjustments necessary to conform HEG's historical financial statements prepared under IFRS to
a U.S.  GAAP presentation,  identifying certain  material  adjustments  related to  revenue,  deferred revenue and prepaid  domain name registry  fees.  The following
table summarizes the impact of the adjustments identified to present HEG's historical financial statements under U.S. GAAP:

Pro Forma Financial Statement Caption  
HEG

(IFRS)  
IFRS to U.S. GAAP

Adjustments  
HEG

(U.S. GAAP)
Prepaid domain name registry fees  —  19.8  19.8
Deferred tax assets  —  2.6  2.6
Deferred revenue  24.5  44.7  69.2
Deferred tax liabilities  87.6  (3.1)  84.5
Revenue  340.0  (5.2)  334.8
Cost of revenue  70.6  (0.7)  69.9
(Provision)/benefit for income taxes  (4.6)  0.8  (3.8)
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GoDaddy Inc.
Notes to Unaudited Pro Forma Condensed Combined Financial Information

(In millions, unless otherwise noted)

Under IFRS, HEG recognized revenue from the sale of domain names in full at the time of registration and from certain non-refundable up-front fees at
inception of the arrangement. Domain registrations provide a customer with the exclusive use of a domain during the applicable contract term. After the contract
term expires, unless renewed, the customer can no longer access the domain. Under U.S. GAAP, consideration is recorded as deferred revenue at the time of sale,
and revenue is recognized as the product or service is delivered to the customer over the applicable contract period. The up-front fees are deferred and recognized
over  the  life  of  the  contract  in  accordance  with  Staff  Accounting  Bulletin  Topic  13.  Similar  to  revenue  recognition,  under  IFRS,  HEG  recognized  domain
registration costs in the same period as revenue was recognized. Under U.S. GAAP, domain costs are paid at the time of purchase for the life of each subscription,
but are recognized ratably over the term of customer contracts.

Note 4        Acquisition Term Loan and Bridge Loan

On  February  15,  2017,  the  Company  entered  into  Amendment  No.  5  to  its  First  Amended  and  Restated  Credit  Agreement  to  provide  for:  (i)  the
refinancing of its existing $1,072.5 million seven-year term loan, (ii) a second $1,425.0 million tranche (the "Acquisition Term Loan"), which was issued on April
3, 2017 upon the completion of the acquisition, and (iii) the refinancing of its existing $150.0 million five-year revolving credit facility, which was increased to
$200.0 million upon the closing of the acquisition (the "Refinanced Revolving Credit Loan").

The Acquisition Term Loan matures on February 15, 2024 and was issued at a 0.25% discount at original issue for net proceeds of $1,421.4 million. The
loan bears interest at a variable rate of LIBOR plus 2.50% per annum, which we have assumed to be 3.41% for the purpose of calculating interest expense in the
unaudited pro forma condensed combined financial information.

On April 3, 2017, the Company entered into an additional credit agreement to borrow an aggregate principal amount of €500 million (the “Bridge Loan”)
in connection with the acquisition of HEG. The Bridge Loan was issued at a 0.25% discount at original issue for net proceeds of €498.8 million. It matures on April
3, 2018, but may be extended at our sole discretion to April 3, 2019, subject to the payment of a fee equal to 0.5% of the aggregate amount of the Bridge Loan
outstanding as of the initial maturity date. The Bridge Loan bears interest at a rate per annum of EURIBOR (not less than 1.0%) plus 2.75%. For the purpose of
calculating interest expense in the unaudited pro forma condensed combined financial information, we have assumed the Bridge Loan rate to be 3.75%.

The proceeds received from the Acquisition Term Loan and the Bridge Loan, net of original issue discounts, totaled approximately $2.0 billion. These
proceeds, which were further reduced by deferred financing fees totaling approximately $29.4 million, were used to finance the acquisition, resulting in residual
cash of approximately $67.3 million.

Note 5        Preliminary Purchase Accounting

The preliminary allocation of the total purchase price is based upon management’s preliminary estimates of, and assumptions related to, the fair values of
assets  acquired and liabilities  assumed as of December 31, 2016, using currently available information.  Due to the fact  that  the unaudited pro forma condensed
combined  financial  information  has  been  prepared  based  on  these  preliminary  estimates,  the  final  purchase  price  allocation  and  the  resulting  effect  on  the
Company's financial position and results of operations may be materially different then the unaudited pro forma condensed combined financial information.

The preliminary purchase price allocation is subject to change due to several factors, including but not limited to changes in the estimated fair values of
the assets acquired and liabilities assumed on the acquisition date, whereby the impact cannot be predicted with any certainty at this time. Any qualifying changes
to the initial estimates of the fair values of assets and liabilities that are made within the measurement period, which will not exceed one year from the closing, will
be recorded as adjustments to those assets and liabilities and residual amounts will be allocated to goodwill.
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(In millions, unless otherwise noted)

The  purchase  consideration  and  the  preliminary  determination  of  the  fair  values  of  assets  acquired  and  liabilities  assumed,  including  the  resulting
goodwill, is as follows:

Total purchase consideration (1)  $ 1,850.5
   
Fair value of assets acquired:   
 Cash and cash equivalents  30.0
Other current assets  71.3
 Assets held for sale  4.0
 Property and equipment, net  86.1
 Intangible assets, net  846.6
Amount attributable to assets acquired  1,038.0
Fair value of liabilities assumed:   
 Accounts payable and accrued expenses  111.7
 Deferred revenue, current  43.6
 Liabilities directly associated with the assets held for sale  2.5
 Other long-term liabilities  12.5
 Deferred tax liabilities  225.6
Amount attributable to liabilities assumed  395.9

Goodwill  $ 1,208.4
(1) The purchase consideration was translated using the Euro to U.S. Dollar exchange rate in effect on the closing date of the HEG acquisition, April 3, 2017, of

1.0661.

The preliminary purchase price allocations presented above are based upon management’s preliminary estimates of the fair values utilizing a variety of
valuation  techniques  including  income,  cost  and market  approaches.  Upon the  completion  of  the  valuation  analysis  and final  purchase  price  allocation,  the  fair
values assigned to the assets acquired and liabilities assumed may have a material impact on the combined company’s depreciation and amortization expense and
future results of operations.

Note 6          Unaudited Pro Forma Condensed Combined Balance Sheet Adjustments

(a) The unaudited pro forma condensed combined financial information presents HEG's tangible fixed assets at their carrying values, which management believes
to  represent  a  reasonable  approximation  of  the  fair  values  of  such  assets  based  on  information  currently  available.  The  fair  values  of  these  assets  on  the
acquisition date will  be determined as additional  information becomes available  and additional  analysis  is  completed.  The actual  fair  values of these assets
may differ from the values presented.

(b) The pro forma adjustment to goodwill of $491.3 million reflects (i) the reversal of HEG's historical goodwill and (ii) the recording of the preliminary estimate
of the goodwill as the purchase price exceeding the preliminary fair values of the assets acquired and liabilities assumed.

(c) The pro forma adjustment to finite-lived intangible assets of $510.2 million reflects (i) the reversal of HEG's historical intangible assets and (ii) the recording
of the preliminary estimate of intangible assets acquired. The preliminary fair values and estimated useful lives of the identifiable intangible assets acquired,
including those related to PlusServer, are as follows:

Finite-lived Intangible Assets  

Preliminary
Estimated
Useful Life   

Trade names  10 years  $ 105.4
Developed technology  6 years  62.7
Customer relationships  9 years  678.5

    $ 846.6
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(d) The pro forma financial adjustments resulting in a decrease to accrued expenses and other current liabilities are as follows:

Repayment of existing HEG derivative liability at closing $ (1.5)
Remove accrued interest on existing HEG debt repaid at closing (128.0)
Record accrual for remaining transaction costs of both parties 13.9

 $ (115.6)

(e) The pro forma adjustment to deferred revenue of $25.6 million reflects a preliminary fair value adjustment to reduce deferred revenue by the estimated costs
that will be incurred to fulfill the obligations plus an assumed profit margin for the level of effort to fulfill all obligations associated with the deferred revenue
assumed in the acquisition.

(f) The pro forma adjustments to long-term debt, both current and non-current, are as follows:

Current portion of long-term debt  
Repayment of existing HEG debt at closing $ (9.3)
Reversal of existing deferred financing fees on repaid HEG debt 4.4
Record Acquisition Term Loan and Bridge Loan 541.1
Record original issue discount and deferred financing fees on Acquisition Term Loan, Bridge Loan and Refinanced Revolving Credit Loan (11.5)

 $ 524.7

Long-term debt, net of current portion  
Repayment of existing HEG debt at closing $ (1,013.3)
Reversal of existing deferred financing fees on repaid HEG debt 13.5
Record Acquisition Term Loan 1,410.8
Record original issue discount and deferred financing fees on Acquisition Term Loan and Refinanced Revolving Credit Loan (22.7)

 $ 388.3

(g) The pro forma adjustment of $0.4 million eliminates the long-term portion of HEG's derivative liability that was settled at closing.

(h) T he pro forma adjustment of $141.1 million reflects an increase to the deferred tax liability resulting from the preliminary purchase price allocation discussed
in Note 5.

(i) The pro forma adjustments  of $22.4 million and $196.9 million reflect  the elimination of HEG's historical  equity and the net effect  on accumulated deficit
from the transaction cost accruals.

(j) The  pro  forma  adjustment  of $14.3  million reflects  the  elimination  of  HEG's  historical  equity  and  the  effect  of  the  exchange  rate  difference  between  the
balance sheet date and the closing date of April 3, 2017.

(k) The  pro  forma  adjustment  of $6.5  million reflects  an  adjustment  to  the  non-controlling  interest  associated  with  the  net  impact  of  pro  forma  adjustments
calculated assuming the 47% non-controlling interest at December 31, 2016.

Note 7          Unaudited Pro Forma Condensed Combined Income Statement Adjustments

(a) The pro forma adjustment to revenue of $26.9 million reflects the impact of purchase accounting adjustments which reduced acquired deferred revenue.

(b) The pro forma adjustment to general and administrative expenses of $15.4 million reflects (i) the elimination of non-recurring transaction-related costs of $7.8
million incurred during the year ended December 31, 2016 by the Company and (ii) the elimination of HEG's transaction fees of $7.6 million. Costs incurred
for integration-related activities were not eliminated.
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In the 12 months following the closing of the acquisition, the Company estimates it will incur the following transaction-related costs: (i) transaction advisor,
legal, accounting and other professional service fees in the range of $15.0 million to $18.0 million, including costs related to the PlusServer sale, and (ii)
incremental costs directly associated with integration activities in the range of $20.0 million to $30.0 million.

(c) The pro forma adjustments resulting in an increase to depreciation and amortization expense of $41.3 million are as follows:

Reversal of amortization expense related to HEG's historical intangible assets $ (29.5)
Record amortization expense on intangible assets acquired 70.8

 $ 41.3

The net adjustment to amortization expense is based on the preliminary fair values of each of the identifiable intangible assets and the preliminary estimated useful
life of each asset, as follows:

Identifiable finite-lived intangible assets  

Preliminary
Estimated Useful

Life  
Straight-line

Amortization Expense
Trade names  10 years  $ 7.7
Developed technology  6 years  11.0
Customer relationships  9 years  52.1

    $ 70.8

The  unaudited  pro  forma  condensed  combined  financial  information  assumes  the  straight-line  amortization  expense  for  the  identified  intangible  assets.  The
Company has not yet determined the amortization method it will use, which could be different than straight-line.

No pro forma adjustment was made for depreciation expense as the unaudited pro forma condensed combined financial information presents HEG's tangible fixed
assets at their carrying value and assumes no change to HEG's historical useful lives.

(d) The pro forma adjustment to interest expense of $17.2 million reflects the following:

Reversal of historical deferred financing fees amortization expense on HEG's debt repaid at closing  $ 4.2
Reversal of historical interest expense on HEG's debt repaid at closing  94.1
Record deferred financing fees amortization expense on Acquisition Term and Bridge Loan  (11.7)
Record interest expense on Acquisition Term Loan and Bridge Loan  (69.4)

  $ 17.2

The effect of a 0.125% change in the base interest rate used for the unaudited pro forma condensed combined financial information would have resulted in a change
in interest expense of approximately $2.5 million.

(e) The pro forma adjustment to other income (expense) of $1.5 million eliminates HEG's recognized loss on the derivative liability settled at closing.

(f) The pro forma adjustment of $5.4 million reflects the estimated income tax calculated for the related pro forma adjustments to (i) the reversal of the historical
intangible amortization expense and the recording of amortization expense on the intangibles established in connection with the preliminary purchase price
allocation  and  (ii)  the  reversal  of  interest  expense,  including  deferred  financing  fees  amortization,  related  to  HEG's  historical  debt  obligations.  These
adjustments were calculated using the country of origins applicable 2016 tax rates (Germany 31%; the UK 20%).

(g) The  pro  forma  adjustment  of $38.8  million reflects  an  adjustment  to  the  non-controlling  interest  associated  with  the  net  impact  of  pro  forma  adjustments
calculated assuming the 47% non-controlling interest at December 31, 2016.
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Note 8         Planned PlusServer Sale

The Company intends to sell the PlusServer managed hosting business; and therefore, expects to treat PlusServer as a discontinued operation at the time of
sale. As the Company does not anticipate integrating PlusServer into its continuing operations at this time, the unaudited pro forma condensed combined balance
sheet presents the assets and related liabilities of PlusServer as held-for-sale, and the unaudited pro forma condensed combined statement of operations eliminates
the operations of PlusServer.

The amounts presented for PlusServer were derived from HEG's historical accounting records, adjusted to conform to the Company’s financial statement
presentation,  U.S.  GAAP  and  preliminary  purchase  accounting  allocation.  The  unaudited  pro  forma  condensed  combined  financial  information  presented  for
PlusServer  may  not  be  indicative  of  its  future  financial  position  or  results  of  operations.  In  addition,  management  may  identify  additional  adjustments  to  the
historical accounting policies and financial statement presentation of PlusServer, together with the overall accounting policies and financial statement presentation
of HEG, which may result in material differences when compared to the unaudited pro forma condensed combined financial information included herein. The final
purchase price allocation may also be materially different from the preliminary purchase price allocation included in the unaudited pro forma condensed combined
financial information.

Upon the sale of the PlusServer business, management estimates the Company may incur additional tax expenses in the range of $20.0 million to $30.0
million under German income tax laws.
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