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eGain Communications Ltd

Strategic Report
For the Year Ended 30 June 2022

The directors present their strategic report together with the audited financial statements of eGain
Communications Ltd (“the company”) for the year ended 30 June 2022.

Principal activity

The company is a subsidiary of eGain Corporation registered in the US. Our UK operation serves us as our
EMEA headquarters with direct business operations covering mainland Europe and a rapidly growing network of
reseller partners serving customers across Western and Eastern Europe.

eGain automates customer engagement with an innovative software as a service (SaaS) platform, powered by
deep digital, artificial intelligence (Al), and knowledge capabilities. We are headquartered in the United States.
We also operate in United Kingdom and India. We sell mostly to large enterprises across financial services,
telecommunications, retail, government, healthcare, and utilities. With our mantra of AX + BX + CX = DX™, we
guide clients to effortless digital experience (DX) by holistically optimizing agent experience (AX), business
experience (BX) and customer experience (CX). More than one hundred eighty leading brands use eGain's
cloud software to improve customer satisfaction, empower agents, reduce service cost, and boost sales.

Business overview

Traditional CRM tools do not serve the needs of the digital world because they were designed primarily as
systems of record to capture, view, and report on customer data in a phone-centric environment. They do not
offer rich applications to engage customers across digital-first touch points nor escalate with full context across
self-service to agent assistance. They view knowledge management as document management (a monolithic
content model that struggles in the personalized, media-rich, and content-heavy digital world). In the CRM world,
agents are presumed to have a high capacity to retain and update relevant knowhow across complex product
portfolios in their head (with extensive training and retraining). Finally, in-band process guidance for self-service
and agent assistance are foreign to the traditional CRM world. Agents struggle with no guidance in that world;
they just get lost with data on their screens. The reality of contact centres today is that we believe agents ignore
90% of available data on their screens - most of it hidden in multiple tabs - as they merely refer to post-it notes or
internal chat sessions to find the right answer for a customer. It is time for change.

Digital Economy Demands Modern Software

In a world selling commoditized products to information-rich customers short on time, smart customer
engagement reduces cognitive effort. And easy customer engagements build sticky brand and boost profit. As a
result, businesses are actively seeking digital-first, modern software platforms to layer on top of their traditional
systems of record like CRM. These platforms must be agile, comprehensive, scalable, and cost-effective to help
automate customer self-service, augment agent productivity and orchestrate contact centre operation in an
omnichannel environment. ‘
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eGain Communications Ltd

Strategic Report (continued)
For the Year Ended 30 June 2022

Business overview {continued)
Al-powered Customer Engagement Automation

Energized in the digital world by big-data, cloud-computing and open-source technologies, Al and Machine
Learning can deliver transformational value when effectively combined with domain expertise and
complementary technologies like knowledge, analytics, and digital. In customer engagement, the ultimate goal is
automation delivered on a platform that combines these powerful capabilities in a purpose-built way. The
pressing challenge for businesses is to separate the wheat from the chaff. In the face of intense marketing from
hundreds of providers - from IBM on the high end to countless start-ups - businesses now demand proof at
scale, no-risk trials in a production setting, and outcome-based pricing tied to business-relevant metrics.

Contact Centres are the Battleground

Contact centres offer a significant opportunity to automate human effort in B2C businesses. Globally, there are
more than 10 million contact centre agents. Even as digital technologies help improve self-service, time-starved
customers faced with sophisticated, connected products generate stubbornly high levels of request for human
assistance. The possibility of reducing significant headcount expense through automation is compelling for
businesses. Furthermore, contact centres worldwide are undergoing a technology refresh cycle from on premise
voice-centric models to cloud-based omnichannel platforms. This transition affords the opportunity to reimagine
the traditional centralized, phone-based contact handling operations and move toward much greater automation
of customer engagement, fuelled by Al and digital technologies.

Customer Engagement Automation is a Large, Growing Market

Businesses are investing heavily in digital transformation, with customer engagement as a top priority. Ease of
innovation in cloud and a growing application programming interface (API) economy present exciting capability to
connect, solve, and optimize. This is both an opportunity and a challenge. As predicted by industry analysts, the
number of customer interactions involving emerging technology such as machine-learning applications, chatbots,
or mobile messaging is increasing every day. To effectively harness such novel capabilities, businesses are
looking toward innovative platform providers with proof at scale to guide them on their automation journey.

Business review and key performance indicators
What Customers Want

Technology acceleration notwithstanding, human needs for customer engagement and service change slowly.
We believe what customers want is help in three categories: information, transaction, and situational. A given
customer contact can morph across these categories as the conversation develops. Therefore, it is critical that
an effective solution optimization customer contact across these three categories seamlessly and with context
—accounting for machine-human hand-offs, channel switching, multimodal interaction, and conversational
pause-and-resume. During these interactions, we believe customers increasingly want to be guided, even
anticipated. Siloed solutions like transactional, simplistic chatbots without contextual escalation and supporting
knowledge tend to disappoint consumers even more than non-existent self-service options.

The eGain Solution

eGain offers a comprehensive, unified cloud software solution to automate, augment and orchestrate customer
engagement in a digital-first omnichannel world. Our feature rich portfolio of applications empowers businesses
to holistically, flexibly, and continuously optimize the experience for agents, business and customers. Our
solution experts and partners guide clients on a customer engagement transformation journey using an agile,
strategy-aligned set of sprints to activate waves of cooperating capabilities in phases. Each sprint is measured
with our analytics to surface business value, justifying the next phase of investment.
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Strategic Report (continued)
For the Year Ended 30 June 2022

Business review and key performance indicators (continued)
Digital-first, Omnichannel Desktop

First, our solution offers comprehensive, scalable capabilities for digital-first, omnichannel interaction within a
modern, purpose-built desktop. Rich, out of the box applications help agents efficiently interact with customers
using messaging, SMS, chat, email, social media, phone, video, fax, and letter to enable connected customer
journeys, offering service across all touch points. ‘

Al and Knowledge Applications

Next, our solution offers powerful Al and knowledge applications for virtual assistance for customers and agents.
These applications enable businesses to centralize knowledge, policies, procedures, and best-practices, while
delivering guided, personalized solutions to customers and agents. Our Al and knowledge applications deliver
compelling value through large-scale self-service automation. Further, these applications ensure that all agents
effectively resolve all contact types,regardiess of product or procedure. Correct, compliant, and consistent
responses across touchpoints (automated and assisted) boost customer satisfaction as first contact resolution
surges and agent’s time to competency drops.

Analytics and Machine Learning Applications

Our powerful analytics capability enables clients to measure, manage and orchestrate their omnichannel service
operations. In addition, our recently announced machine learning service helps clients generate product
improvement and customer preference insights from all of their customer conversation data and also identify
opportunities to automate more processes.

Open, secure APIs and pre-built, certified third-party connectors

Our open, secure platform APIs are available to clients and partners to extend and enhance our solutions and to
integrate with enterprise assets and to enable a single view of the customer. Our deep, certified connectors into
platforms such as those of Avaya, Amazon.com, Cisco and Salesforce.com enable our clients to leverage their
existing systems of record and communication, while building their system of engagement on the eGain platform.
The company's key financial performance indicators during the year were as follows:

30 June 30 June

2022 2021  Variance  Variance
£'000 £'000 £'000 %
Revenue

- Subscription and support 16,079 15,229 850 5.6%
- Licence 1,321 1,144 177 15.4%
- Professional fees 1,536 1,356 180 13.2%
Total Revenue 18,936 17,729 1,206 6.8%
Profit after tax 761 1,414 (653) -46.2%

Balance sheet data
- Deferred revenue : 10,162 10,206 (70) «0.7%
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Strategic Report (continued)
For the Year Ended 30 June 2022

Business review and key performance indicators (continued)

Revenue from Subscription and Support services has increased by 5.6% in the year, and the company has had
continued success in converting existing on-premises customers to our cloud offering as well as the acquisition
of new customers. Our revenue and operating results have fluctuated in the past and are likely to fluctuate in the

" future, and because we recognize revenue from subscriptions over a period of time, downturns in revenue may
not be immediately reflected in our operating results. Because we recognize revenue when we have satisfied
performance obligations to customers in connection with our sales contracts, most of our revenue each quarter
results from recognition of deferred revenue related to agreements entered into during previous quarters.
Consequently, declines in new or renewed subscription agreements and maintenance agreements that occur in
one quarter will largely be felt in future quarters, both because we may be unable to generate sufficient new
revenue to offset the decline and because we may be unable to adjust our operating costs and capital
expenditures to align with the changes in revenue. In addition, our subscription model makes it more difficult for
us to increase our revenue rapidly in any period, because revenue from new customers must be recognized over
the applicable subscription term. It is difficult to forecast the expediency of the transition of our license customers
to our cloud delivery model. License revenue has increased by 15% in the year. Accordingly, we believe that
period-to-period comparisons of our results of operations should not be relied upon as definitive indicators of
future performance. Total revenue increased by 6.8% compared to the prior year.

Professional fees have increased in the year due to the acquisition of new customers and increased
deployments with existing customers.

Profit after tax has decreased in the year by £653,000 due to an increase in overhead costs in comparison with
the prior year, as well as an increase in tax charge of £0.4m due to deferred tax timing differences on share
options.

As at 30 June 2022 the statement of financial position shows net assets of £13,647,465 (2021 -
£11,646,958).This movement is due to profit in the year of £0.8m and a share based payment credit of £1.3m.

We have transitioned from a hybrid model, where we sold both SaaS and perpetual license solutions, to a SaaS
only business model. Today, we only sell SaaS to new clients and are actively migrating our remaining perpetual
license clients to SaaS. As we continue to migrate our legacy perpetual license clients to SaaS, we expect our
legacy revenue, primarily comprising annual maintenance and support fees for legacy perpetual license clients to
continue to decline.

We believe our go-forward SaaS business model affords us recurring revenue visibility and more predictability.
Fiscal year 2022 affirmed our view that SaaS clients adopt our product innovation much faster than the perpetual
license model and get better service levels. We believe SaaS clients enjoy up to 50% faster time to value from
their eGain investment.
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Principal risks and uncertainties

The risks and uncertainties below are not the only ones facing us. Other events that we do not currently
anticipate or that we currently deem immaterial also may affect our results of operations, cash flow and financial
condition.

Our business is influenced by a range of factors that are beyond our control and that we have no comparative
advantage in forecasting.

Factors influencing our business include:

general economic and business conditions;

currency exchange rate fluctuations; '

the overall demand for enterprise software and services;

customer acceptance of cloud-based solutions;

governmental budgetary constraints or shifts in government spending priorities; and
general political developments.

The global economic climate continues to influence our business. This includes items such as a general
tightening in the credit markets, lower levels of liquidity, increases in the rates of default and bankruptcy, and
extreme volatility in credit,equity and fixed income markets. These macroeconomic developments negatively
affected, and could continue to negatively affect, our business, operating results or financial condition which, in
turn, could adversely affect our stock price. A general weakening of, and related declining corporate confidence
in, the global economy or the curtailment in government or corporate spending could cause current or potential
customers to reduce their technology budgets or be unable to fund software or services purchases, which could
cause customers to delay, decrease or cancel purchases of our products and services or cause customers to
not pay us or to delay paying us for previously purchased products and services.

Sales cycle

The long sales cycle for our products may cause license revenue and operating results to vary significantly from
period to period. The sales cycle for our products can be six months or more and varies substantially from
customer to customer. Because we sell complex and deeply integrated solutions, it can take many months of
customer education to secure sales. Because our potential customers may evaluate our products before, if ever,
executing definitive agreements, we may incur substantial expenses and spend significant management effort in
connection with the potential customer. Our multi-product offering and the increasingly complex needs of our
customers contribute to a longer and unpredictable sales cycle. Consequently, we often face difficulty predicting
the quarter in which expected sales will actually occur. This contributes to the uncertainty and fluctuations in our
future operating results. In particular, the corporate decision-making and approval process of our customers and
potential customers has become more complicated. This has caused our average sales cycle to further increase
and, in some cases, has prevented the closure of sales that we believed were likely to close.

Revenue

Our customers have no obligation to renew their subscriptions for our service after the expiration of their initial
subscription period, which is typically 12 to 36 months, and in fact, some customers have elected not to renew.
In addition, our customers may renew for fewer subscriptions, renew for shorter contract lengths, or renew for
lower cost editions of our service. We cannot accurately predict renewal rates given our varied customer base of
enterprise and small and medium size business customers and the number of multi-year subscription contracts.
Our renewal rates may decline or fluctuate as a resuilt of a number of factors, including customer dissatisfaction
with our service, customers' spending levels, decreases in the number of users at our customers, pricing
changes and deteriorating general economic conditions. If our customers do not renew their subscriptions for our
service or reduce the number of paying subscriptions at the time of renewal, our revenue will decline and our
business will suffer.
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Principal risks and uncertainties (continued)
Competition and performance

The market in which we operate is intensely competitive and we risk losing competitive tenders to other solution
providers. Our cloud solutions are under control of a third party and there is a risk that this can be interrupted by
several different factors.

Credit

As with any other business, the company is exposed to credit risk through potential bad debts and disputes with
customers that could result in non-payment of amounts due under contracts, especially with the current
economic problems in several European and African countries.

Cashflow

Management regularly reviews cash requirements and maintains sufficient resources to meet the company’s
requirements for the foreseeable future.

Future developments
We intend to scale our business by executing the following programs.
Migrate legacy on-premise customers to eGain Cloud

We offer an attractive proposition to our remaining on-premise customers to move to the eGain Cloud where we
subsidize the migration service cost in exchange for their multi-year commitment to the eGain Cloud. We expect
to substantially migrate most remaining on-premise clients to the eGain Cloud by the end of fiscal year 2024.

As we continue to migrate our legacy perpetual license clients to SaaS, we expect our legacy revenue to
continue to decline.

We are continuing to make improvements in our product deployment process resulting in a reduction in the time
required for an average implementation project. As we continue to onboard new customers and migrate legacy
customers to SaaS, we expect the time required for product deployment and implementation projects to
decrease further.

Land and Expand in the enterprise

With the progress we have made in customer success over recent periods, we see a replicable pattern
emerging: land enterprise logos with a potentially limited footprint in one business unit, demonstrate business
value, and then actively expand in the enterprise - activating more of our capabilities and rolling out to multiple
business units. Further, we see the opportunity to increase stickiness by integrating via our enhanced APIs with
enterprise assets like enterprise collaboration platforms, CRM systems, transaction and billing, and content
sources.

Develop new partner relationships

As a business today, we have an abundance of product solutions but limited distribution. We are well positioned
to enable existing technology platforms with a strong installed customer base to enhance their proposition with
Al-powered customer engagement solutions. We intend to continue to develop partnerships to grow our market
share.

Recently, we announced the availability of our eGain connector for SAP which will enable global SAP clients to
seamlessly enhance their customer engagement capability with eGain cloudbased knowledge solutions.
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This report was approved by the board and signed on its behalif.

DocuSigned by:

Calin. Wells

eﬂ555335A7C4EC...
Secretary

Date: 23rd June 2023
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eGain Communications Ltd

Directors’ Report
For the Year Ended 30 June 2022

The directors present their report together with the audited financial statements for the year ended 30 June
2022.

Results and dividends

The profit for the year, after taxation, amounted to £761,070 (2021 - £1,413,958). During the year the directors
declared no dividend per ordinary share (2021- £Nil).

Directors
The directors who served during the year were:

AK Roy
E Smit

Future developments
Details of future developments are included in the strategic report on page 6.
Financial risk management

The company has exposures to three main areas of risk; foreign exchange currency exposhre, liquidity risk and
customer credit exposure.

Foreign exchange transactional currency exposure

The company is exposed to currency exchange rate risk due to holding of non-sterling bank accounts and non-
sterling sales and purchases. The net exposure of each currency is monitored.

Liquidity risk

The objective of the company in managing liquidity risk is to ensure that it can meet its financial obligations as
and when they fall due. The company expects to meet its financial obligations through operating cash flows.

Customer credit exposure

The company offers credit terms to its customers which allow payment of the debt after services have been
provided. The company is at risk to the extent that a customer may be unable to pay the debt on the specified
due date. This risk is mitigated by making credit checks on customers before entering contracts.

Disclosure of information to auditor

Each of the persons who are directors at the time when this directors' report is approved has confirmed that:

. so far as the director is aware, there is no relevant audit information of which the company's auditor is
unaware; and
. the director has taken all the steps that ought to have been taken as a director in order to be aware of any

relevant audit information and to establish that the company’s auditor is aware of that information.
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Going concern

The company made a profit before tax of £1,307,880 (2021 - profit of £1,497,345) and at the statement of
financial position date current assets exceeded current liabilities by £14,128,616 (2021 - £12,094,061).

Historically, the company has been funded by cash flows generated from trading. The company does not rely
upon external funding or intercompany funding to meet the payment of its liabilities as they fall due.

The directors and management have prepared a detailed profit and loss account and a cash flow forecast (“the
forecast”) for the period to 30 June 2024 (“the period”) which shows the company trading, financial position and
cash flows. The forecast shows that the company will be able to operate and meet its external liabilities as they
fall due for payment during the period from its cash at bank balance without the need for external funding.

In the preparation of the forecast and these financial statements, the directors and management have
considered the impact high global inflation and other global events such as the war in Ukraine has had, and will
continue to have, on the company. The base case assessment assumes a modest increase in revenues for the
period, but less than seen in the current year trading results with a stable cost base. The revenue forecasts are
based on known committed customer contracts, information from company sales teams as well as general and
local market intelligence. Other than the impact on the wider economic environment, the company is not
impacted by the conflict ongoing in Russia and Ukraine.

After careful consideration of the above factors the directors and management remain of the view that the
forecast is achievable and that the available cash resource is sufficient to enable the company to operate and
meet its liabilities as they fall due for payment throughout the period, being a period of at least 12 months from

the signing of these accounts. On this basis the directors and management consider that it is appropriate to
prepare the financial statements on a going concern basis.

Post balance sheet events
There are no post balance sheet events.
Auditor

The auditor, BDO LLP, will be proposed for reappointment in accordance with section 485 of the Companies Act
2006.

This report was approved by the board and signed on its behalf.

(G el

3D3755335A7C4EC...

C Wells
Secretary

Date: 23rd June 2023
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Directors' Responsibilities Statement
For the Year Ended 30 June 2022

The directors are responsible for preparing the strategic report, the directors' report and the audited financial
statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law). Under company law
the directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the company and of the profit or loss of the company for that period.

In preparing these audited financial statements, the directors are required to:

° - select suitable accounting policies and then apply them consistently;

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

° state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements; and

D prepare the financial statements on the going concern basis unless it is inappropriate to presume that the

company will continue in business.

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

10
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Independent Auditor's Report to the Members of eGain Communications Ltd

Opinion on the financial statements

In our opinion the financial statements:

o give a true and fair view of the state of the company’s affairs as at 30 June 2022 and of its profit for the year
then ended; '

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;
and

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

We have audited the financial statements of eGain Communications Ltd (“the company”) for the year ended 30
June 2022 which comprise the statement of comprehensive income, the statement of financial position, the
statement of changes in equity and notes to the financial statements, including a summary of significant
accounting policies. The financial reporting framework that has been applied in their preparation is applicable law
and United Kingdom Accounting Standards, including Financial Reporting Standard 102 The Financial Reporting
Standard applicable in the UK and Republic of Ireland (United Kingdom Generally Accepted Accounting
Practice). .

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the Auditor's responsibilities for the audit

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

Independence

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of
the financial statements in the UK, including the FRC's Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

Conclusions relating to going concern

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

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

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the
relevant sections of this report.

11
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Independent Auditor’s Report to the Members of eGain Communications Ltd (continued)

Other information

The directors are responsible for the other information. The other information comprises the information included
in the annual report, other than the financial statements and our auditor's report thereon. Our opinion on the
financial statements does not cover the other information and, except to the extent otherwise explicitly stated in
our report, we do not express any form of assurance conclusion thereon. Our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the course of the audit, or otherwise appears to be materially
misstated. If we identify such material inconsistencies or apparent material misstatements, we are required to
determine whether this gives rise to a material misstatement in the financial statements themselves. If, based on
the work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact.

We have nothing to report in this regard.

Other Companies Act 2006 reporting
In our opinion, based on the work undertaken in the course of the audit:

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

. the strategic report and the directors’ report have been prepared in accord