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Paysafe Holdings UK Limited

Strategic Report 4 | | !

The Directors present their Strategic report on Paysafe Holdings UK Limited (the “Company”) for the year ended 31
December 2018.

Principal activity and business review ‘

The principal activity of the Company in the period under review was that of an intercompany service provider, a
treasury company and the owner of some of the Paysafe Group’s intellectual property, from which it derives
intercompany income where it is employed in the wider Group.

The principal activity of the Company in the period under review was that of an intercompany service provider, a
treasury company and the owner of some of the Paysafe Group’s intellectual property, from which it derives
intercompany income where it is employed in the wider Group.

During the year the Company employed all of the technology development staff of the Paysafe Group based in the
United Kingdom as well as provided routine software and product development services to other Paysafe Group entities
in relation to certain Paysafe platforms. These activities generated revenue of €17,722,229 in the current:year.

On 26 April 2018 a series of transactions were completed in order to unwind intra-group debt and thus simplify the
financing structure of the Paysafe Group (the “Unwind”). As a result, the Company fully impaired its investment in
one of its subsidiaries for an amount of €396,452,567 and recognised dividend income of €485,009,758.: Additionally,
certain related party balances were settled on a cashless basis (see further details in Note 15). :

In May 2018 and September 2018, the Company carried out a bonus issue of EUR denominated preference shares to
Paysafe Group Limited for an amount of €646,000,000 and €230,000,000, respectively. For this purpose the
Company reduced its share premium account by €500, 800,237 to create distributable reserves. This was.completed as
part of a Series of transactions to minimise the foreign exchange exposure Pi UK Bidco Limited, an indirect parent
company, has under its Euro denominated liabilities.

In December 2018, the Company disposed of certain intangible asscts including intellectual property, platform
development costs and computer software to another group company for consideration totalling €321,968,044. As
part of this transaction, the Company was issued sharés for consideration of the same amount in Skrill Holdings
Limited, a subsidiary of the Company.

Results and transfer to reserves
The Company made a loss of €433,928,734 (2017: loss of€55'2,453,088).
Key performance indicators (KPI) :

The Company‘does not use ar_ly'key performance indicators to monitor the business besides those presented in the
financial statements and identified above.




Paysafe Holdings UK Limited .

Strategic Report

Disclosure of principal risk and uncertainty ' !

Brexit

" The Paysafe Group’ eontmues to make contingency plans in the event of certain of its FCA regulated entities losing

their passport rights into the EU. In event of passporting rights being lost and the contingency plans not being
sufficiently progressed then the Group might lose material revenues and profits for a period of time. Brexit might impact
the Company via withholding taxes on dividends distributed from subsidiaries based in the EU.

Subsequent to the balance sheet date (see Note 18 of the financial statements) the Group has received two licenses: from

* the Central Bank of Ireland (“CBI”) to enable the contmulty of operations with ongomg EEA jurisdictions.

Reliance on Group companies :
The Company can meet its obligations only if the trading entities w1thm the Paysafe Group continue to perform well

- operationally, as the Company is financed via loans. At present there is no indication that the aforementioned group

companies will not contmue to perform well operationally.

Future developments
The Company is expected to act as an intércompany service provxder and a treasury company in the future.

Approved by the Board of directors and signed on behalf of the Boardl

Paul Brooking
Director

20 §Ef>remeez20\‘i



Paysafe Holdings UK Limited

Directors’ Report

" The directors present their’ annual report with the audited financial statements of the Company for the year ended 31
December 2018. :

Business review and future outlook. ' ’ . )

| )
The review of the business for the year is glven in the Strategic chort on page 2 and 3. The Company is expected to
continue to act-as a holdmg company: :

. Dividend
The Directors do not recommend the payment of a dividend for. the year-ended 31 December 2018 (2017: €33,000,000).

Going concern

'
P

The Company had a net current liability position of €995,723,787 at 31 December 2018. An indirect parent company,
Paysafe Group Holdings II Limited; will provide financc to the Company to enable it to meet its existing and future
liabilities in order for it to continue as a going concern. This financial support will continue for a period of not less than
12 months from the date of ¢ 51gnmg the financial statements of the Company for the year ended 31 December 2018. As
such the directors adopt the going concern basis in the preparation of these financial statements

Post balance sheet eyents

 Please refer to note 18 of these financial statements..
Financial risk management
The Comipany’s operations expose it to a number of financial risks that mainly include currency risk and liquidity risk.

Currency risk :

The Company is exposed to currency risk die to financial assets and liabilities pnmanly denommated in United States
Dollar (“USD”) and Great Britain Pound (“GBP”) The Company manages the exposure to currency risk by by limiting
- the use of othér currencies for operatmg expenses where possible, thereby minimising. the realised and: unrealised
foreign exchange gain/(loss).

Liguidity risk

The Company had significant balances of Ioans and payables to group companies at the yedr-end date. Management
controls and monitors the Company s cash flow on a regular basis, includinig forecasting futurc cash flows.

Directo_r’s

The Directors who served dm{ing the year and to the date of this report, except as noted, were:

Elliott Wlscman

Paul Brookmg (appomted 1 May 2018)
James. Parsons (resigned 1 May 2018)




Paysafe Holdings UK Limited

Directors’ Report

Directors’ indemnity insurance

As permitted by Section 233 of the Companies Act 2006, the Company has insurance cover on behalf of the directors
indemnifying them against certain liabilities which may be uncured by them in relation to the Company.

Disclosure of information to the auditors ‘ .

oo : ) : o :
The Directors who held office at the date of approval of this directors’ report confirm that, so far as they are each aware,
there is no relevant audit information (as defined by Section 418 (1) to (4) of the Companies Act 2006) of which the
Company’s auditors ar¢ uriaware; and each Director has taken all the steps that they ought to have taken as a director
to make themselves aware of any relevant audit information and to establish that the Company’s auditors are aware of
_ that information.

Auditors

~

)

The Company’s auditors, Deloitte LLP, have mdlcated their willingness to continue in office and a resolution
concerning their re-appointment will be proposed at the Company’s next board meeting. :
i i i

Statement of directors’ responsibilities ' S

The Directors are resporsible for preparing the Directors’ report and the 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 statéments in accordance with United Kingdom Generally Accepted Accounting
Practice, including Financial Reporting Standard 101 ‘Reduced Disclosure Framework’ and applicable,law.

Under cornpany 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 financial statements, the Directors are requxred to: .

e select suitable accountmg policies and then apply them consistently;

* make judgements and estimates that are reasonable and prudent;

o state whether they have been prepared in accordance applicable UK accounting standards

e prepare thc financial statements on the going concern basis unless it is inappropriate to présume that the Company
will continue in business.

- The Directors are responsible for keeping proper 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 its financial statements comply with the Companies Act 2006. They have' general
responsibility for taking such steps as arc reasonably open to them to safeguard the assets of the Company and to prevent
and detect fraud and other irregularities. ] . '

Approved by the Board of directors and signed on behalf of the Board i

* Paul Brookin;
Director

3o SepTEneeR 2l4 | - o



Paysafe Holdings UK Limited _

Independént auditors’ report to the members of Paysafe Holdings UK Limited .

Report on the audit of the financial statements

Opinion
In our opinion the financial statements of Paysafe Holdings UK Limited (the ‘company’):
e give atrue and fair view of the state of the company’s affairs as at 31 December 2018 and of its profit for the
year then ended;
o have been properly prépared in accordance with United ngdom Generally Accepted Accountmg Pracnce
mcludmg Financial Reporting Standard 101 “Reduced Disclosure Framework™; and
e have been prepared in accordance with the requirements of the Companies Act 2006:

We have audifed the financial statements which ¢comprise:
s the Statement of Comprchensive [ncome,
e the Statement of Financial Position;
e the Statement of Changes in Equity; and
e the related notes 1 to 17.

The financial reporting framework that has been applied in their .preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 101- “Reduced Disclosure. Framework” (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 arc furthcr dcscrtbed in the auditor's responsibilities for the audit of the
financial statcments section of our report. :

We are independent of the company in accordance with the ethical requiréments that are relevant to our audit of the-
financial statements in the UK, including the Financial Reporting Council’s (the ‘FRC’s’) Ethical Standard, and we
have fulfilled our other ethical responsibilities in accordance with these requu’ements We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern _
We are required by ISAs (UK) to report in respect of the following matters where:
o the directors’ use of the going concem basis of accounfing in preparation of the financial statements is not
appropnate or
o the directors have not disclosed in the financial statements any 1dent1ﬁed material uncertainties that may cast
significant doubt about the company’s ability to continue to adopt the going concern basis of accounting for a
period of at least twelve months from the date when the financial statements are authorised for issue.

We have nothing to report in respect of these matters,




Paysafe Holdings UK Limited

Independent auditors’ report to the members of Paysafe Holdings UK Limited

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 exphcxtly stated in our report, we
do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsnblhty is to read the other information and, in doing
s0, consider whether the other information is materially inconsistent with the financial statements or our knowledge
obtained in 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 there is a material misstatement in the financial
statements or a material misstatement of the other information. 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 respect of these matters,

Responsibilities of dircctors

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the preparation of
the financial statements and for being satisfied that they give a true and fair view, and for such internal control as the
directors determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error. .

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

Auditor’s responsnbllltles for the audit of the financial statements

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

A further description of our responsibilities for the audit of the financial statements is localed on the FRC’s website at:
~ www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.



Paysafe Holdings UK Limited

Ihdependent’auditors’ report to'the members of Paysafe Holdings UK Limited
Report on other legal and regulatory réquirements ' |

Oplmons on other matters prescribed by the ‘Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit: ' |
e the information given in the strategic report and the directors’ report for the financial year for whlch the -
financial statements are prepared is consistent with the financial statements; and =~ . [
e the strategic report and the directors’ report have been prepared in accordance with applicable legal -
requirements. “ .

In the light of the knowledge and understanding of the company and its environment obtained in the course of the audit,
we have not identified any material m1sstatements in the strategic report or the directors’ report. !

Matters on which we are required to report by exceptlon .
Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opmlon
e adequate accounting records have not been kept; or ;
e the financial statements are not in agreement with the accountmg records; or
¢ certain disclosures of directors’ remuneration specified by law are not made; or
e  we have not received all the information and explanations we require for our audit..

We have nothing to report in respect of these matters.

Use of our report : ' R .
This report is'made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members those
matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted
by law, we do not accept or assume responsibility to anyone other than the company and the company’s members as a
body, for our audit work, for this report, or for the op1mons we have formed. :

8 -Cunp e atOin -

Stewart Cumberbatch, FCA, BSc
For and on behalf of Deloitte LLP
Statutory Auditor

. Birmingham

United Kingdom

30 September 2019
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Péy_safe Holdings UK Limited
| ' ! ' ' i

Statement of Comprehensive Income i
For the year ended 31 December 2018

i S ' o 2018 2017

i : Note : € o €

I b . . 1
Revenue . : ! 2 17,722,229 7,338,376
Gross profit ' . . 12,722,229 7-,-338,376
Administrative expenses (‘3 1,5_3'9,635_‘) (110,305,679)
. Impairment on investments in subsidiaries 5 (1,216,338,185) (795,023,392)
Dividend income ' 5. 809,010,298 383,155,190
Opefating loss 5 (421,645,293) (514A,835,5'05')
Finance costs 7 (36;545,997)  (46,907,406)
Finance income -7 20,371,015 6,470,640
Loss before taxation (437,820,275) (555,2'72,271)
Corporation tax credit - 1 ‘s , 3,891,541 2,819,183

Loss for the financial year: attrlbutable to owners of the ' : . ’

Company . . (433,928,734) (552,453,088)

Revenue and operating profit are all derived from continuing operatlons There were no items recognised within other
comprehensive income. :

‘The notes on pages 12 to 24 form part of these financial statements.



Paysafe Holdings UK Limited

Statement of Financial Position
As at 31 December 2018

Note

Non-current assets '

Intangible assets ' : 10

Property, plant and equipment ' . 9

Deferred tax asset . 8

Investments in subsidiaries 11
* Current assets

Cash and cash equivalents

Amounts receivable from parent companies 15

Amounts receivable from group companies 15

Trade and other receivables : 12

Prepaid expenses and other \

Total assets

Current liabilities .

Trade and other payables : ‘ 13

Amount owed to parent company 15

Amounts owed to group companies . 15

Net current liabilities

Total assets less current liabilities

Net (liabilities)/assets

Equity

Share capital . - 14

Share premium account 15

Capital contribution reserve : 15

Retained eamings
Equity attri_butablg to owners of the Company

The notes on pages 12 to 24 form part of these financial statements.

2018

21,192,757
. 156,444
7,450,152

455,603,646

2017

340,254,020
199,782
2,819,183

834,348,452 .

484,402,998 1,177,621,437
7,519,869 18,858,052
191,248,781 38,147,128
234,523,724 592,412,872
398,416 2,813,200
5,385,558 7,098,488
439,076,348 659,329,740
{
923,479,347 1,836,951,177
8,936,077 8,894,462
1,058,010,604 269,614,464
995,648,265

367,853,454

1,434,800,135

1,274,157,191

(995,723,787)

(614,827,4_5 1)

562,793,986

(511,320,788)

(sl 1_,320,788‘)‘

562,793,986

The financial statements of Paysafe Holdings UK Limited (No. 03202517) were approved by the board of dlrectors

and authorised for issue on 30 September 2019, They were signed on its behalf by:

Pasl (LOooKIN

2 2

- 500,800,237

235,831,161 17,201

(747,151,951) 61,976,546

(511,320,788) 562,793,986
10
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Paysafe Holdings UK Limited

Statenient of changes in equity |

For the year ended 31 December 2018

Note

Balance at 1 January 2017

Total comprehensive loss

Capital reduction
Share issuance

Dividend distribution

Share option expense

Balance at 31 December 2017
Balance at 1 January 2018

Total comprehensive loss

Capital reduction 15
Issuance of bonus preference

shares 15

Capital contribution V 15

Bala’nce at 31 December 2018

‘The notes on pages 12 to 24 form part of these financial statements.

Share

Sharé capital Capital Retained Total
premium . contribution earnings/
. ] reserve " (deficit) .
- € € € - € €
583,101,893 45,691,605 . 18,636,137 647,429,635
: - - (552,453,088) (55'2,453,088)
(583,101,892) (45,691,605) - 628,793,497 -
| I+ 500,800,237 - - 500,800,238
- | - - (33,000,000) (33,000,000)
- - 1 7,20Al - 17,201
2 500,800,237 17,201 -61,976,546 562:793{986 .
2 500,800,237 17201 __ 61,976,546 , 562,793,'98@5.
- - (433,928,734) (433,928,734)
- (500,800,237) 500,800,237 -
- - - (876,000,000) (876,000,000)
- - 235,813,960 - 235,_8 1 3‘{960
2 - '2’3'*5’831»,'161 (147,151,951) ,(511?4,20'788), v

11



Paysafe Holdings UK Limited

Notes to the financial statements . '
For the year ended 31 December 2018

1. = General information . !

Paysafe Holdings UK Limited (the Company) is a private company limited by shares incorporated i in England and
Wales.

The registered office at Floor 27, 25 Canada Square, London E14 5LQ.

The nature of the Company’s operations and its principal activities are that of an mtercompany service provider, a
treasury company.

2. Significant accounting policies
Basis of accounting

The Company meets the definition of a qualifying entify under FRS 100 ‘Application of Financial Reporting
Requirements’ issued by the FRC. Accordingly, these financial statements were prepared in accordance with
. Financial Reporting Standard 101 ‘Reduced Disclosure Framework’. :

As permitted by FRS 101, the Company has taken advantage of the disclosure exemptions available under that
standard in relation to financial instruments, capital management, presentation of comparative information in respect
of certain assets, presentation of a cash flow statement, standards not yet effectxve impairment of assets and related
party transactions with other group companies.

“These financial statements are separate financial statements. The Company 1s exempt from the preparation and
delivery of consolidated financial statements, because it is included in the consolidated financial statements of
Paysafe Group Holdings Limited.(see Note 17).

These financial statements are presented in Euros (*“€”) which is also the Company’s functional currency.
Basis of measurement

The financial statements are pr¢paréd under the historical cost convention.

Going concern

The financial statements are prepared on a going concern basis, as the Board of Directors are satisfied that the Company
has the resources to coritinue in business for at least 12 months from the approval of these financial statements. In making
this assessment, the Board have considered a wide range of information relating to present and future conditions, including
future projections of profitability, cash flows, capital resources and available financial support.

The Company had a net current liability position: of €995,723,787 at 31 December 2018. An indirect parent company,
Paysafe Group Holdings I Limited, has indicated that they will continue to provide financial support to the Company for
at least 12 months from the date of signing of these financial statements and on this basis the Directors consider it
appropriate to prepare the financial statements on the going concem basis.

‘Investments in subsidiaries
Investments in subsidiaries are accounted for at cost less impairment.
Revenue recognition

Revenue is derived from recharges made to other group compames based.on centrally incurred charges plus an agreed
mark-up on the accruals basis.

Dividend and interest revenue

Dividend income from investments is recognised when the shareholders’ rights to receive payment have been
established (provided that it is probable that the economic benefits will flow to the Company and the amount of
revenue can be measured reliably).

Interest incomie is recognised when it is probable that the economlc benefits will flow to the Company.and the amount
of revenue can be measured rehably Interest income is accrued on a time basis, by reference to the principal
outstanding and at the effective interest rate applicable, which is the rate that exactly discounts estimated future cash-
receipts through the expected life of the ﬁnanc1al asset to that asset’s net carrying amount on initial recognition.

12
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Paysafe Holdings UK Limited

Notes to the financial statements
For the year ended 31 December 2018 i

Foreign currencies

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 in which they arise.
Operating profit

Operating profit is stated before investment income and finance costs.

Taxation

The tax expensc represents the sum of the tax currently payable and deferrcd tax.
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 Company’s liability for current tax is calculated
using tax rates that have been enacted or substantively enacted by the balance sheet date.

A provision is recognised for those matters for which the tax determination is uncertain, but it is considered probable
that there will be a future outflow of funds to a tax authority. The provisions are measured at the best estimate of the
amount expected to become payable. The assessment is based on the judgement of tax professionals within the .
Company supported by previous experience in respect of such activities and in certain cases based on spec1a11st
independent tax advice. : .

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.

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 su{ficient 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.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the
manner in which the Company 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 authomy and the
Company intends to settle its current tax assets and liabilities on a net basis.

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 dircctly in equity, in which case, the current and deferred tax are also recognised in other
comprehensive income or directly in equity respectively.

13



- Paysafe Holdings UK Limited

Notes to the financial statements : j i
For the year ended 31 December 2018

Property, plant and equipment ' v K
Freehold land is not depreciated. i |
Fixtures and equipment are stated at cost less accumulated depreciation and any recognised impairment loss.

Depreciation is recognised so as to write off the cost or valuation of assets (other than frechold land and properties
under. construction) less their residual values over their useful lives, using the straight-line method, on the following
bascs: . :

Buildings 4%
Plant and machinery 10% - 25%
Fixtures and equipment 10% - 30%

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

An item of property, plant and equipment is derecognised upon disposal or when no future cconomic benefits are
expected to arisc 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 rccogmsed
within administrative expenses.

Intanglble assets : . )

Intangible assets are stated at cost less amortisation and impairment losses. Amortisation is charged to the Statement of -

Comprehensive Income within administrative expenses over the assets estimated useful life as follows:

Computer-software ' 3-5 ycars straight line

Platform development ' 3-5 years straight line

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. :

Development costs are capltahsed only when it is probable that future economic benéfit will result from the project and
the following criteria are met:

The technical feasibility of the product has been ascertained,

Adequate technical, financial and other resources are. available to complete and sell or use the intangible asset;
The Group can demonstrate how the intangible asset will generate futurc cconomic benefits and the ability to use
- or sell the intangible asset can be demonstrated;

Itis the intention of management to complete the intangible asset and use it or sell it; and

The development costs can be measured reliably.

Development expenditure that does not meet the above criteria is expensed as incurred.
" Derecognition of intangible assets

An intangible asset is derecognised on disposal; or when no future economic bencfits are expected from use or
disposal. Gains or losscs arising from derecognition of an intangible asset, measured as the difference betwccn the net
disposal proceeds and the carrymg amount of the asset, are recognised in profit or loss when the asset is derecogmsed

14
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Paysafe Holdings UK Limited

Notes to the financial statements | ;
For the year ended 31 December 2018 , :

rd

" Financial Instruments ' . ,
The Group classifies its financial assets as at amortised cost.

Financial assets measured at amortised cost are initially recognised at fair value plus transaction costs that are directly
attributable to their acquisition or issue and are subsequently measurced at amortised cost using the effective interest
rate method, less expccted credit loss allowances as stlpulated in IFRS 9. .

Financial assets at amomsed cost include cash and cash equivalents, trade and other receivables, amounts receivable
from parent compames and amounts receivable from group companies.

Financial 11ab11mes that are not measured at fair value through profit or loss are classified as amortised cost. Financial
liabilities desxgnated as amortised cost are initially measured at their fair value (net of any issue costs for loans and
borrowings) and subsequently measured at their amortised cost using the effective interest rate method. They include
trade and other payables, amounts owed to parent companies and amounts owed to group companies.

Finance costs are charged to the consolldated statemem of comprehensive income using the effective interest rate
method.

Financial liabilities are classified as current habllmes if payment is due within one year or less. If not, they are presented
as non-current liabilities. :

Adoption of new and revised standards o 4 ' :

In the current year, the Company has adopted IFRS 15 Revenue from Contracts with Custorners and IFRS 9 Financial !
instruments. Their adoption did not have a material impact on the disclosures or on the amounts reported in these

financial statements. The Company has also applied a number of amendments to IFRSs issued by the International
Accounting Standards Board (IASB) that are mandatorily effective for an accounting period that begins on or after 1
January 2018. Their adoption has not had any material 1mpact on the disclosures or on the amounts reported in these
financial statements. : :

3. Critical accounting judgements and key sources of estimation-uncertainty

The preparation of the Company’s financial statements requires management to make estimates and assumptlons that
affect the reported amounts of assets, liabilities and contingencies at the date of the Company’s financjal statements,
and expenses during the reporting period. Actual results could differ from those estimated. By their nature, these -
estimates and assumptions are subject to measurement uncertainty and the effect on the Company’s financial
statements of changes in estimates in future periods could be significant.

There are no key sourccs of cstimation unccrtamty and no significant judgements in applying the company s
accounting policies have been made.

4. Auditor’s remuneration

Audltor s remuneration of €25,000 (2017: € 20,000) is borne by fellow group company and will not seek to reimburse
it in the [uture. No non-audit services were prov1ded ;



Paysafe Holdings UK Limited _ o |

Notes to the financial statements
For the year ended 31 December 2018

S.  Operating loss : Co ' ‘ : ; j
Operating result is stated after charging/(crediting): 4

' b . _ r 2018 2017
E : ' A € €
_ Amortization  ° - 5,908,091 83,675,023
. Depreciation . ‘ . . . 44, 279 21,089
Impairment loss on mvestments in aubsldlanes ’ . ) 396,452, 567 795,023,392
Dividend Income . : (809, 010,298) (383,155, 190) -

Foreign Exchange Loss _ 2,485,752 4 992 288

’ On 26 April 2018 a series of transactions were completed in order to unwind intra-group debt and thus simplify the
financing structure of the Paysafe Group (the “Unwind”). As a result, the Company fully impaired its investment in

one of its subsidiaries for an amount of €396,452,567 arid recognised d1v1dend income of €485,009, 758. Addmonally, .

certain related party balances were settled on a cashléss basis (see further details in Note 15)

During the year the Company also received dividend income from its subsidiaries totalling €324,000,54_0.

t v

6. ~ Staff costs

2018 2017

€ €

Wages and salaries | ' 1,874,177 2,123,986
Social security costs . ’ 266,126 217,303
Pension costs : . 100,859 52,248

. Share based payments . . _ s 17,201

2241,162 2,410,738

The average number of persons employed was: .
2018 2017

Number ~ Number
Administration and management and other | ' ' 31 15

31 IS

" No remuneralion was paid o directors of thie Company.
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Paysafe Holdings UK Limited

Notes to the financial statements T
For the year ended 31 December 2018 - : :

7. Finance income and costs . -
2018 2017
. € €
Interest income on loans to group companies ) ' . 20,371,015 4 6,470,640
Finance income ' . : 20,371,015 6,470,640
Interest expense on loans from group companies o ) (36,382,324) (20,683,381)
Interest expense on long-term loan . (148,278) (10,743,481)
Amortization of financing fees - ' _ , : - (15,031,832)
Other finance costs ’ ) (15 395) (448 712)
Finance costs A ' : (36 545 997) (46,907 406).
8. Tax '
2018 2017
: € €
Current income tax :
Current income tax arising from the current period : . 465,363 . e
Adjustments for prior year tax = . ' 346,065 -
, ] R T I
Deferred income tax o '
Origination and reversal of temporary differences . 13,770 - (20,849)
Recognition of tax losses (4,553,622) (2,798,334)

" Adjustment for prior period ' - (9L11D)

(4,630,969) (2,819,183)

Tax credit for the year ' S . (3819,541) (2,819,183)

UK corporation tax has been charged at 19% (20 17 19.25%). Deferred tax is calculated based on the substantlvely
* énacted 17% tax rate effective from 1 April 2020.

Under Finance Act 2016, the main rate of corporation tax reduced from 20% to 19% cffectnve from 1 April 2017 and
will reduce from 19% to 17% cffective from 1 April 2020. The corporation tax rates reimain thc same under Finance
Act 20]9 which received Royal Assent in February 2019. :
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Paysafe Holdings UK Limited

Note_é to the financial statements ;
For the year ended 31 December 2018 ‘ , i

8. Tax (continued)
The charge for the year can be reconciled to the profit in the income statement as follows:

2018 . ' 2017

) , € €
Loss before tax A . : (437,820,275) (555,272,571)
Tax expense / (credit) at the UK corporation tax rate of 19% (2017: 19.25%) . (83,185,852) (106,889,912)
Tax effect of expenses that are not deductible in determining taxable profit : 231,823,857 153,042,003
Tax effect of income not taxable in determining taxable profit ' (153,711,957) (73,757,374)
Group relief utilised / (surrendered) - 24,786,101
Effect of different tax rates between cuirent and deferred tax 534,100 -
Adjustment for prior period i ) : 374,246 -
Other 346,065 -
Tax credit for the year : : (3,819,541) (2,819,182)

The tax effect of eXpenses that are not deductible in determining taxable profit include the impairment of investments
in subsidiaries (see Note 11 for further details).

The Company offsets tax assets and liabilities if and only if it has a legally enforceable right to set off current tax
assets and current tax liabilities and the deferred tax assets and deferred tax liabilities relate to income taxes levied by
the same tax authority. ' :

The composition of deferred tax assets and liabilities is made up as follows:

Statement N

of financial position Statement of comprehensive income
72018 007 2018 2017
Accelerated depreciation/amortisation for ‘ _ »
accounting purposes (336,522) 20,849 (357,371) 20,849
Carried forward tax losses 7,786,674 2,798,334 4988340 2,798,334
Deferred tax (expense) / income. _ T 4,630,969 - 72,819,183

Deferred tax asset / (liability) 7,450,152 2,819,183

18
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Paysafe Holdings UK Limited

Notes to the financial statements
For the year ended 31 December 2018

9. - Property, plant and equipment

Cost .
At 1 January 2018
Additions
Disposals

At 31 December 2018

- Accumulated depreciation and impa'irment

At 1 January 2018
Charge for the year

At 31 December 2018

s

Carrying amount
At 31 December 2018

At 31 December 2017

10. Intangible assets

"Cost _

At 1 January 2018
Additions
Disposals

At 31 December 2018
Amortisation

-At | January 2018
Charge for the year |
Eliminated on disposal

At 31 December 2018

Carrying amount
At 31 December 2018

At31 December 2017

' Computer :
equipment Total
€ €
220,871 220,871
941 941
221,812 221,812
21,089 21,089
44,279 44,279
. 65,368 65,368
156,444 156,444
199,782 199,782
Computer _ Platform Intellectual Total
developmen
software ; t property
€ ' € €
€
2,348,292 369,098,583 52,482,168 423,929,043
6,725,332 2,106,660 - " 8,831,992
(339,784) (348,762,247) (52,482,168) (401;584,199)
8,733,84_0 22,442,996 - 31,176,836
73,728 73,104,861 10,496,434 83,675,023
924,480 4,983,611 - 5,908,091
= (69,102,601) (10,496,434)  (79,599,035) .
998,208 8,985,871 - 9,984,079
7,735,632 13,457,125 - 21,192,757
2,274,564 295,993,722 41,985,734

340,254,020

19



Paysafe Holdings UK Limited

Notes to the ﬁnancial statements
For the year ended 31 December 2018

10.

Intangible assets (continued) , i

In December 2018, the Company disposed of certain intangible assets including intellectual property, platform
development costs and computer software to another group company for consideration totalling €321,968,044. As
part of this transaction, the Company was issued shares for consxderanon of the same amount in Skrill Holdings
Limited, a subsidiary of the Company. '

Investments in Subsidiaries

11.

Details of the Company’s principal subsidiaries held at cost at 31 December 2018 are as follows:

€

Cost : : ‘
At 1 January 2018 : : 834,348,452
Additions : : ; 838,093,379
Impairment ' (1,216,838,185)
At 31 December 2018 ' » ; 455,603,646
Carrying amount :
At 31 December 2018 455,063,646

At 31 December 2017 . c 834,348,452

The movements in the year relate to the following transactions:

On 1 June 2018, as pz'm' of the acquisition of iPayment Holdings Inc by Paysafe Holdings (US) Corp (a -

" subsidiary of the Company), the Company subscribed for 94, 292,623 ordinary shares in a subsidiary of the
- Company (Paysafe US Holdco Limited) for consideration of €107,867,892.

On 26 April 2018 a series of transactions were completed in order to unwind intra-group debt and thus
simplify the ﬁnancmg structure of the Paysafe Group (the “Unwind™). As part of the transaction, the
Company increased its investment in Paysafe Processing Limited by €95,944,106 following the re-

+ designation of 117,000,000 USD denominated preference shares, accounted for as receivables, into

117,000,000 USD denominated ordinary shares. The Company also increased its investment in Paysafe
Finance (Ireland) Unlimited Company by €311,613,337 following the cancellation of 380, 000,000 USD
denominated preference shares. The total investment in Paysafe Finance (Ireland) Unlimited Company of
€396,452,567 was then fully impaired as a résult of the subsidiary’s wind up.

In December 2018, the Company disposed of certain intangible assets mcludmg intellectual property,
platform development costs and computer software to another group company for consideration totallmg
€321,968,044. As part of this transaction, the Company. was issued shares for consideration of the same
amount in Skrill Holdings Limited, a subsidiary of the Company.

In addition, the Paysafe Group has completed certain restructuring steps to simply the operating efficiency of
the Group’s legal entity structure. Following these steps, the Directors have reviewed the carrying values of
investments in subsidiaries and have impaired the investments into Sentinel Topco Limited and Paysafe
Proccssmg Limited down to their recoverable amounts. The impairment charge rccogmscd relating to this is

- €820,385,618.
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Paysafe Holdings UK Limited

Notes to the financial statements

For the year ended 31 December 2018

11.  Investments in Subsidiaries (continued)

The parent Company,and the Company have investments in the following subsidiary undertakings.

Name of ' Place of incorporation and Proportion | Type of shares | Principal activity .
subsidiary ' Operation of ownership ' :
v _ , interest _
Paysafe United Kingdom, 27 Canada 100% Ordinary shares | UK based company
Processing Square, London, E14 5L.Q involved in internet
Limited ‘ credit card processing.
: 25 Canada Square, Canary ‘
Paysafe U.S . Wharf, E14 SLQ London, 100% Ordinary shares Holding company
Holdco Limited . .
United Kingdom v . .
Paysafe Finance | 6th Floor, South Bank House, 100% Ordinary shares | Holding company
(Ireland) Barrow Street, Dublin 4 & Preference ’
. 3 shares
Glandore Business Centres, :
Paysafe . ) : horized
Payment Suite 101, Grand Canal House, 1 100% Ordinary shares - Authorized and -
Solutions Ltd Grand Canal Street Upper, D04 regulated as an online
Y7RS5 Dublin 4, Ireland money institution
Sentinel TopCo | 1 Waverley Place, Union Street, |-100% Ordinary shares | Holding company
Limited St Helier, Jersey, JE1 1SG & Preference
. shares
12.  Trade and other receivables
All amounts are falling due within one year: A
2018 2017
€ €
Interest receivable from group companies + = 1,361,829
Sales tax receivable - 1,022,285
Other receivables 398,416 429,086
398,416 2,813,200
13.  Trade and other payables \
All amounts are falling due Within one year:
2018 2017
€ €
Accounts payable 5,483,810 6,868,007
" Accrued liabilities 1,816,929 779,359
Payroll liabilities 673,913 1,247,096
Sales tax payable 221,997 ' -
Corporate tax 739,428 -
8,936,077 8,894,462
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Paysafe Holdings UK Limited . : ;

Notes to the financial statements ' | i
For the year ended 31 December 2018 !

14.  Share capital

', ' ‘ 2018 , 2017
: ' € €
Authorised: ‘ r ‘
2 ordinary shares of € 1 each - . : 2 2
Issued and fully paid: . .
2 ordinary shares of € 1 each . : 2 S 2
Ordinary shareholders

Holders of the ordinary shares are entitled to receive dividends and other distributions, to receive notlcc of, attend and
vote at any general meeting, and to participate in all returns of capital on winding up or otherwise. One share carries
one vote.

15. Related party transactions

During the year, the Company entered into the following transactions with related parties: ,' -

Transaction Balance Transaction Balance
Amount outstanding Amount outstanding
2018 2018 2017 2017
€ : € € . €

Immediate parent
company (877,051,616) (840,366,728) 6,184,333 36,684,888
Indirect parent company 241,757,128 (26,395,095) (268,152,223) (268,152,223)
Subsidiaries : 22,513,446 (105,359,488) (535,893,535) (127,872,934)
247,392,217 (27,970,241) (35,334,572) (275,362,458)

Other group companies

All amounts between related parties are unsecured and repayable on demand other than those noted below.

On 20 December 2017, the Company received a EUR denominated loan from Pi UK Bidco Limited, an indirect parent
company, used to fully repay the Company’s external debt. The original principal amount was €265,524,000, which was
partially settled via offset agreement in connection with the Unwind (see Note 5). The residual principal amount is
€71,589,000, maturing on the earlier of 25 April 2026 and the receipt of a demand notice from the lender. The annual
rate of interest is the aggregate of EURIBOR, plus 3.5%.

In August 2018 a series of transactions were completed in connection with the liquidation of Paysafe Finance
Limited; a group company. As a result, the Company received a capital contribution in kind from Paysafe Group
Limited, its parent company, totallmg €235,813,960 and used to settle on a cashless basis a related party payable for
the same amount.

In May 2018 and September 2018, the Company carried out a bonus issue of EUR denominated preference shares to
Paysafé Group Limited for an amount of €646,000,000 and €230,000,000, respectively. For this purpose the
Company reduced its share premium account by €500,800,237 to create distributable reserves: This was completed as

_part of a series of transactions to minimise the foreign’ exchange exposure Pi UK Bidco Limited has under its Euro
denominated liabilities. The preference shares are interest free, redeemable 20 years after issuance and repayable on
demand.
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Paysafe Holdings UK Limited

Notes to the financial statements
For the year ended 31 December 2018

15. Related party transactions (continued)

All other loans noted below are amounts due from/to group companies:

-Related Party Currency | Interest Rate Facility Principal "Payable/
' ‘maturity date | Outstanding at Receivable
31 December
2018
Paysafe Group Limited | USD 12% 31 May 2043 125,157,440 Payable
Paysafe Group Limited | USD 4% + 1-month 23 April 2022 | 151,129,452 Receivable
LIBOR ,
Ecom Access Inc. CAD 4% + 1-month CDOR | 6 December 5,725,131 Payable
: ' 2022
Fans Entertainment Inc ' | CAD 4% + 1-month CAD 26 June 2022 16,829,820 Réceivable
’ LIBOR
MAC Limited GBP 4.25% 28 June 2023 5,862,450 Receivable
PAYS Services UK GBP 4% + 1-month GBP 14 November 18,470,715 Payable
Limited LIBOR ’ 2022
Paysafe Financial uUSD 4% + 1-month 23 April 2022 | 56,636,683 Payable
Services Limited ' LIBOR
Paysafe Holdings US USD 4% + 1-month USD 30 September | 24,096,819 Receivable
Corp LIBOR 2023 )
Paysafe Prepaid - EUR 4% + 1-month 11 December 200,000 Receivable
Services Limited EURIBOR 2023
Paysafe Technologies USD 4% + 1-month 31 May 2022 43,296,726 Receivable
Inc LIBOR
Paysafe Technology EUR 4%+ 1-month 4 October 2022 | 850,000 Receivable
Services Austria GmbH, EURIBOR
Paysafe US Holdco Ltd | EUR 7.5% + 12-month 18 December 139,640,258 Receivable
EURIBOR 2025
Paysafecard.com EUR 4%+ 1-month 21 November | 10,500,000 Payable
Wertkarten GmbH EURIBOR 2022
Sabemul EUR 4% + 1-month 5 February 61,730,018 PayaBlg'
Beteiligungsverwaltungs EURIBOR 2022 ‘ :
GmbH
Skrill Holdings Limited | EUR 4% + 1-month 12 April 2022 | 57,999,999 Payable
: EURIBOR '
Skrill Limited EUR 4% + 1-month 19 February 136,175,322.50 | Payable
EURIBOR 2022
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PaySafe Holdings UK Limited

Notes to the financial statements
For the year ended 31 December 2018

16. Controlling party

The immediate parent company is Paysafe Group Limited, a company incorporated in Isle of Man The ultimate

parent company is Pi Jersey Topco lelted a company incorporated in Jersey. There is no ultimate controlling party

of the Company.

The smallest group to consolidate these financial statements is Paysafe Group Holdings H Limited. The 1argest group

to consolidate these financial statements is Paysafe Group Holdings Limited. Copies of the consolidated financial
statements of Paysafe Group Limited and Paysafe Group Holdings II Limited are avallable from their registered
office at Floor 27, 25 Canada Square, London, England, E14 SLQ.

17.  Events after the balance sheet date

As dlSClOSCd ini the strategic report, the Company can meet its obligations only if the tradmg entmes within the

B

Paysafe Group continue to perform well operationally, as the Company is financed via loans. The Group currently

operates 51gn1ﬁcant elements of its business with Européan Economic Area (“EEA") customers under UK Financial
Conduct Authority licenses, taking advantage of the passporting regime into the EEA. In, the evenl of Brexit there is

a.

risk that this passporting. ablllty will cease and the Group will requlre alternative EEA licenses in order to continue its

operations within the EEA.

Corisequently, the Group has récently obtained licenses, and completed the necessary passportmg notifications, from

_ the Central Bank of Ireland (CBI) to enable the continuation of opcrauons within ongoing EEA jurisdictions.
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