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MONEYBOOKERS LIMITED
DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2010

The directors present their report and the audited financial statements of the Company for the
year ended 31 December 2010

PRINCIPAL ACTIVITIES
The pnncmpal activity of the Company In the ysar under review was that of glectronic money
transfer services

BUSINESS REVIEW
The results for the year and financial position of the company are as shown in the financial
statements

The Company 1s one of Europe’s leading digital money comparies, operating one of the world’s
largest independsnt e-wallet platforms on the Intemet It has baen authorised and regulated by
the FSA to operate as an e-money issuer since 2003 This simple eWallet enables any customer
to make online payments conveniently and securely without revealing personal financial data, as
well as send and receive money transfers cost-eftectively simply by using an email address
Moneybookers' worldwide payment platform processes Internet payments through a network of
over 80 banks with whom the Company has a business relationship, offering over 100 payment
ophons 1n more than 200 countries and terntonies, across 41 currencies and 12 languages Today
more than 80,000 merchants use Moneybookers

During the year our end users increased by 51% whereas our merchant base increased by 25%

In February 2010, The Sunday Times Delotte Buyout Track 100 league table ranked
Moneybookers as the Number 1 fastest growing, private equity-backed company in the UK based
on profits

As the economic downturn gained momentum, the focus of the business has been to achieve the
nght balance between continuing fo meet the needs and expectalions of our customers,
sharsholders and other stakeholders while making sufficient profit to support our growth plans, by
controling our costs and managing our cash efficiently

The Company’s {full year results show a strong performance, despite the continuing detenoration
in the economuc environment over the year, which impacted the speed of our revenue and profit
growth Moneybookers has experenced strong and consistent revenue growth in all revenue
streams of the business, dnven predominanily by significant increases in the number of end-
customers and merchants and the number of transactions executed The growth in total income
has been driven by merchant fees, further supported by FX spread income All other income
streams have shown a steady growth as consumets continue to migrate online and e-waliet
technology becomes more widespread

The company has recorded consistently high margins representing one of the highest in the
payments industry

We continue to invest in the business, in ine with our strategic objectives




MONEYBOOKERS LIMITED
DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2010

Key Performance indicators (KPI's)

The board reviews and approves the annual budget In addition to reviewing performance agamst
budget on a monthly basis, the board has established a number of KPI’s as indicated below
The Company relies on different KPI's at an operational level which are specific to the business
Such KPI's are used by management to monitor performance on a regular basis and are reported
to the Group’s investors

Key KPI's the Company uses are as foliows

2010 2008 2008
€000 €000 €000
Turover 66,363 47,583 33,807
Gross Profit 50,767 36,663 27,724
Gross Profit Margin 76% 7% 82%

The turmmover for 2010 noted above includes an amount of €2,120,000 (2009 - €2,270,000)
relating to interest mcome denved from the investment of funds generated from e-money float

2010 % 2009 % 2008
Change Change

Annual transaction volume (€bn) 8.2 52.0 5.4 371 40
Merchants
Number of merchants {thousands) 84.7 24.9 67 8 393 487
Number of receive monay transactions 16.6 41.9 17 779 66
{milions)
Average recewve money transaction 82.88 6.9 77 54 {19 3) 96 09
basket size
Receive money transaction volume 1,374.3 51.7 9059 436 6310
(€m)
Merchant take rate(%%} 30 (6.0) 32 43 31
End-users
Number of end-users {mullions) 15.7 51.2 104 656 63
Average addhional end-users per day 14.6 292 113 722 6
(thousands)
Active end-users (millions) 4.1 44.1 29 920 15
Revenue per active end-user 1.33 35.7 098 {41 0) 166
Number of VIPs (thousands) 8.5 56.3 54 621 34
Active VIPs (thousands} 8.0 53.5 52 611 32

Detinitions of each of the KPI's are provided below

* Annual transaction volume

Annual transaction volume represents the value of transactons underiaken by the Company
dunng the relevant period A single customer action can generate a number of transachons for
the Company (for example, a customer payment can generate both a payment and a receipt
transaction, and possibly other transactions as wel} and this key performance indicator therefore
may include the value of a single customer payment more than once Transactions that relate to
fees not instigated by a customer (e g service fees) are excluded from the calculation.
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Key Performance indicators (KPI's) (continued)

* Number of merchants

The number of merchants 1s a count of merchants registered with the Company hereby the
customer has been deemed to be a merchant and has completed the appropnate validation
checks by the date of the relevant penod end Where a merchant has more than one account for
a given merchant :dentity, the merchant 1s counted only once Once opened, an account 1s never
closed and therefore, this key performance indicator includes mactive merchant accounts

* Number of receive money transactions

The number of receve money transachons 1s a count of all successiul receive money
transactions whereby funds are received by a merchant resulting n a fee payable to the
Company

* Average receive money lransachon basket size

Average recewe money transaction basket size represents the average value of successful
recelive meney transactions and s caiculated by dividing receive money transachon volume by
the number of receive money fransactions for the same period

« Recetve money transachon volume
Receive money transaction volume represents the value of all successfu! receve money
transactions

» Marchant take rate

Merchant take rate 15 calculated by dividing merchant revenue (which excludes interest on funds
held by the Company and foreign exchange fees) by merchant recelve money transaction
volume

+ Number of end-users
The number of end-users 1s a cumulative count of all end-users that have ever registered with the
Company as at the date of the relevant penod end

 Average additional end-users per day
Average additional end-users per day represents the average number of newly registered end-
users per day in the 12 months prior to the relevant penod end

= Active end-users

Active end-users 15 a count of end-users registered with the Company that have undertaken at
least one successful transaction with the Company in the 12 months pnior 1o the relevant penod
end Unsuccessful transactions or those relating to activibes not instigated by an end-user (such
as chargebacks where a transaction 15 rejected, chargeback fees, chargeback reversals,
discounts or service fees) are excluded

= Revenue per active end-user

Revenue per active end-user represents the average revenue per active end-user in the 12
months prior 1o the relevant penod end and 1s calculated by dividing end-user revenue (which
excludes interest on funds held by the Company and foreign exchange fess) by the number of
active end-users for the relevant penod
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Key Performance indicators (KPI's) (continued)

» Number of VIPs

Number of VIPs 15 a count of end-users registered with the Company baing granted and retaining
VIP status as at the date of the relevant penod end The VIP status of an end-user can be
changed at any time at the discretion of ths Company

* Actrve ViIPs

Active VIPs 15 a count of end-users registered with the Company being granted and retaining VIP
status that have undertaken at least one successful transaction with the Company in the 12
months prior to the relevant penod end Unsuccessful transactions or those relating to activiies
not nstgated by a VIP (such as chargebacks where a transaction Is rejected, chargeback fees,
chargeback reversals, discounts or service fees) are excluded The VIP status of an end-user can
be changed at any time at the discretion of the Company

These key performance indicators have been denved from information extracted from the Group’s
reporting database as at 3 January 2011

The accounts are presented in Euros All transactions are converted intc Euros at the time of
recording the transachon The most significant currencies, other than Euros, in use are the US
Dollar and the Bnlish Pound The average rates used in 2010 were €1 = $1 3213 (2009 - €1 =
$1.3948) and £1 = €1 1671 (2009 - 21 = €1 1230) The year end batances were translated at the
following rates €1 =$1 3391 (2009 - €1 = $1 4326) and £1 = €1 1652 (2009 - £1 = €1 1283)

Principal Risks and Uncertainties

The management of the business and the execution of the Company’s strategy are subject to a
number of nsks

Regulatory

The Company, being a regulated firm in the UK accepting customers from a large number of
countries, always faces some uncertainty with regards to the regulatory requrements of those
countries It also has to comply with money laundenng legislation both in and outside of the UK
Furthermore, the Company has to prove itself agamnst competition in and outside of Europe and
compete for customers and merchants The success of the Company also depends on its ability
to maintain its relationship with banks and financial institutions and to enhance further its network
of payment options The Company holds large amounts of funds on behalf of its customers and
will have to ensure 1t keeps its high standards of internal checks and balances as well as IT and
customer account security As part of its legal and reguiatory compliance the Company faces the
challenge of reacting to and implementing legal and regulatory changes quickly As part of our
nsk management approach, we ¢continue to monior regulatory developments in current and target
markets and take appropnate measures should the nsks n any particular market change
signtficantly The Company continues fo assess the legal and tegulatory requirements of
junisdictions in which i operates or targets in the future

The European Union®

Under current EU law, the Electronic Money Directive (Directive 2000/46/EC) requires electronic
money 1ssuers in Europe to obtain authonsation from the relevant financial services authordy n
theirr home Member State which i1s responsible for regulating issuers of “e-money” The Company
15 currently authonsed m the EU for the purposes of the Electronic Money Directive, which 1s
authonsed by the FSA in the UK
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Principal Risks and Uncertainties {continued)

An entity that 1s authonsed as an e-money 1ssuer in one EUf Member State can obtain a passport
under the Banking Consolidation Directive (Directive 2006/48/EC) to provide services in other
Member States by following a formal notfication procedure The approach of the Company to e-
money authonsation under EU law 1s that services are made avallable to customers located in
other EU Member States by Moneybookers Limited from the UK and that the services are only
provided in the UK and not in any other EU Member State

Consequently, the Company considers that it requires authonsation only in the UK and does not
require a passport to prowde services m any other EU Member State While this approach
appears 1o have been accepted by a number of regulators, there 15 no guarantee that all
regulators in the EU will accept this approach, in which case Moneybookers may be required to
obtain a passport to provide services into these other Member States

Monay laundering regulations

The Company operates tn an indusiry subject to money laundering regulations These regulations
prohibit, amongst other things, the Company's involvement in transferring the proceeds of
cnminal aciviies Regulations requre companies to keep racords of idenidy and to train therr
staff in the requirements of the relevant money laundenng regulations If the Company were to
violate such laws or regulations governing money transmitters or electronic fund transfers, this
could result in a requirement for future comphance, fines, other forms of liability and/or force the
Company to change business practices or to cease operations altogether The Company
monitors developments in this regard and 1s not aware of any immment changes The Directors
beleve the Company has appropnate processes in place to comply with money laundernng laws
and regulations

Fraud risk.

The Company s vulnerable to the conventional financial threats faced by all businesses
Management 1s aware of the mportance of having robust “Know your clienf” procedures and
ongoing monitoring of suspicious transactions in place Fraud nsk 13 miigated by a dedicated
ant-fraud /ant-money laundering department utiising highly skilled fraud managers and fraud
detection technologies

Breaches of data secunty-

Data integnty 15 maintained at multiple levels and with multiple controls across the technology
stack Data secunty 15 maintaned through data encryption and secure network connechions
Access to data s stnclly maintained on a need-to-have basis with multiple authentication
methods at network and application level 1T policies and prachces are regularly maintained via
audit by specialist providers
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Principal Risks and Uncertainties (continued)

The faciliies which house the Company’s servers and data storage could be vulnerable

The avallability of the Company’s products and services depends on the continuing opsration of
its information technology and communications systems The Company's systems may be
subject to damage or interruption from floods, fires, power loss, telecommunications failures,
computer viruses, terronst attacks, computer demal of service attacks, or other attempts to harm
the systems The Company's data centres could also be subject to break-ins, sabotage and
ntentional acts of vandalism and to potential disruptions if the operators of these faciliies have
financial difficuties The Company's disaster recovery planning cannot account for all
eventualties The occurrence of a natural disaster, the closure of a facility or othaer unanticipated
problems at the Company's data centres could result in lengthy interruptions in service Any
damage to or failure of the Company's systems or the faciliies at which such systems are stored
could result in Interruptions in service, which could have a matenal adverse effect on the
Company’s results of operations, financial conditon and future prospecits

Covenant compliance

Moneybookers Limited 1s & guarantor of the loan between Skrill Holdings Limrited (formery M8
(Holdings} Limited), its immediate parent company and Lloyds TSB ple Management reviews
actual and projected covenant compliance on a monthly basis

Fluciuations in currency exchange rates

Although the Company's reporting currency 1S the Euro, a significant proportion of the Company’s
revenue and costs are generated 1n non-Euro denominated currencies. The Company currently
conducts transactions in over 40 currencies and holds liquid assets, including its e-money fioat, In
multiple currencies, pnmarnly Euros, US Dollars and Pounds Sterling This exposes the Company
to nsks ansing from movements 1n foreign currency exchange rates

* Transactional risks

The Company s generally able to use local funds uploaded by account holders to cover
withdrawals 10 the same currency If the Company has insufficient funds to cover withdrawals n
the local currency, it must purchase the necessary amount of the relevant currency to settle the
transaction Such purchases may be at an exchange rate more or less favourable, and any such
foreign currency gans or losses impact the Company’s profit and loss account Any substantial
changes in foreign currency exchange rates requinng the Company to purchase a large quantity
of currency at a rate less favourable than that set by the Company could have an adverse effect
on the Company’s results of operations, financial condition and future prospacts

The Company 15 also exposed to exchange rate fluctuations in connection with credit card and
bank-based payments and money uploads where the payment or uplead currency differs from the
currency of cred

The revenue which the Company denves from forergn currency transactions may vary depending
on the geographic locations of s customers from time to time, because customers may become
more sensitive to the price charged for foreign currency transactions and require that the
Company reduces the {fee charged which would reduce the revenue which the Company dernves
from foreign currency transactions In the event that addiionai countries join the Eurozone, the
number of foreign currency transactons required to be undertaken by the Company may
decrease, and the resutting gamns and/or losses may diminish
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Principal Risks and Uncertainties (continued)

Better treasury management by the Company’s merchant customers may result in such
customers reducing the amounts they deposit with the Company, or the time dunng which such
amounts are deposited, resulting in a reduction in the financial revenue capable of heing earned
by the Company Any of the foregowng factors could have a matenal adverse effect on the
Company’s results of operations, financial condrtion and future prospects.

¢ Transiational risk

In preparing its consolidated financial statements, the Company cenverts inte Euros its non-Euro
denominated assets and labilites, which principally compnse the Company’s non-Euro
denominated e-money tloat, as well as additional hquid funds and investments held by the
Company 1in non-Euro currencies pursuant to its capital requirements in accordance with the
ELM These non-Euro assets and habilities of the Company are denomnated in US Dollars,
Pounds Sterling and other currencies The Company’s exposure to this translational currency risk
impacts its results of operations (recorded under “adrministrative expenses” in the profit and loss
account), balance sheet and cash flows Any changes in these exchange rales could have a
matenal adverse effect on the Company’s results of operations, financial condition and future
prospects

Interest rate movemenlts

Reductions n interest rates will lower income receved through this revenue stream
In order to improve the rate of return on our cash and cash equivalents, regular discussions are
held with banks to try and negotiate better rates

Economic downturmr
The Company 1s competing for a share of the disposable income of s target customers so
revenue could be vulnerable to the impact of any econcemic downtum

FUTURE OUTLOOK

The Company continues to make significant investments to broaden the functionahty offared on
its platform and reguiarly introduces new product features as pan of its sirategy to enter into
adjacent markets using its e-wallet technology and payments network The external commercial
environment 1s expected to remain competitive in 2011 However, we believe that the Company 1s
well positioned to grow current market share and improve our profitability in the future

STRATEGIC FOCUS

The board remains committed to the Company’s existing strategy and vision and believe that the
objectives currently being pursued will lead to improvements in the business performance and
results over the medium term For the time bemg our focus is clearly on maximising the
operational potential of the business and looking for complementary opportunities that will add
value to our product We conbnue to examine strategic opportuniies to support ongoing
nitiatives
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FINANCIAL INSTRUMENTS

The Company's financial instruments at the balance sheet date comprised cash and liqud
resources, Including sight deposits with credit institutions and investments The man purpose of
these financial instruments Is to

) meet the Company’s regulatory capttal requirements,

n provide adequate cover for the Company’'s e-money float and other habilities in line
with applicable FSA rules and regulations on asset-lability management,

u} provide the Company’s working capital, and

w} generate interest iIncome

FINANCIAL RISK MANAGEMENT
The Company’s cperations expose it to a number of inancial risks that include marnly the effect
of changes in interest rate nsk, iquidity nsk and foreign currency nsk

Interest rate risk

The Company has policies and procedures that set out the specific guidelines that must be
followed to manage the mnterest rate nsk The Company manages any exposure to interest rate
fluctuahons by predominantly investing funds in financial instruments with shori-term maturities in
ine with apphcable FSA rules and regulations

Liquidity risk

The Company had signficant net cash balances as at the balance sheet date Liquidity nsk 1s
moenitored on a daily basis and 15 kept within the FSA requirements for e-money I1ssuers
Management closely monitors the cash position of the Company on a continuous basis to ensure
sufficient iquidity exists for business needs Liquiddy nsk 1s mitigated due to positive cashflows
from operating activities and cash balances held The Company balances the flexible use of
funding by way of loans to / from group companies

Foreign currency risk

The Company has financial mstruments which are denominated mainly in Euros, US Dollars and
Briish Pounds In total the Company transacts in forty one currencies The gains and losses
arising from the Company's exposure to nsk ansing from s foreign currency transactions are
recognised m the profit and loss account  Foreign currency nsk 1s monitored on a daily basis,
suffictent foreign currency positions are held to match customer deposits thereby imiting any
adverse foreign currency movements

Financial assets
The Company has no financial assets other than short-term debtors, investments in bonds and
cash at bank

Financial habilies
The Company has no financial habilihes other than those disclosed in the financial statements

Borrowmng facilities
The Company has no undrawn committed borrowing facities

RESULTS AND DIVIDENDS
The Company’s profit for the financial year 1s €13,320,000 (2009 - €16,850,000) No dwvidends
were distnbuted during the year (2009 - €NIL})
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DIRECTORS
The directors during the year and up to the date of signing of the financial statements under
review were

N Riesenkampff (resigned 24 August 2010)

+H B Gacem (resigned 24 August 2010)

A Lien {resigned 28 February 2011)

M Ott (resigned 24 August 2010)

G W Von Brevem (appainted 24 August 2010)
D G Roe {appointed 24 August 2010}

N Pandya (appointed 28 February 2011)

STATEMENT OF DIRECTORS' RESPONSIBILITIES
The directors are responsible tor prepanng 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 prepared the financial staterments in accordance wih United Kingdom
Generally Accepled Accounting Practice (United Kingdom Accounting Standards and applicable
law) Under company law, the directors must not approve the financtal statements unless they are
satisfied that they give a true and farr view of the state of affairs of the Company and of the profit
or loss of the Company for that period In prepanng these financial statements, the directors are
required to

- select sutable accounting pohicies and then apply them consistently,
- make judgements and accounting estimates that are reascnable and prudent,

- state whether applicable UK accounting standards have been followed, subject to any
matenal departures disclosed and explained in the financial statements, and

- prepare the financial statements on the going concern basis uniess it 1s inappropnate to
presume that the Company will continue in business

The directors confirm they have comphed with the above requirements

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
fimanctal position of the Company and enable them to ensure that the financial statements comply
with the Companies Acl 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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STATEMENT OF DISCLOSURE OF INFORMATION TO AUDITORS

So far as each of the directors are aware, there 1s no relevant audit information (as defined by
Section 418 (1) to (4) of the Companies Act 2006) of which the Company’s auditors are unaware,
and each director has taken all the steps that he ought to have taken as a director in order to
make himself aware of any relevant audit informaton and to establish that the Company’s
auditors are aware of that information

ON BEHALF OF THE BOARD:

AT

Von Brevern
rector X
Date A . March 2011

11




INDEPENDENT AUDITORS' REPORT
TO THE MEMBERS OF MONEYBOOKERS LIMITED

We have audited the financial statements of Moneybookers Limited for the year ended 31
December 2010 which compnse the Profit and Loss Account, the Balance Sheet and the related
notes The financtal reporting framework that has been applied in their preparation s applicable
law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting
Practice)

Respective responsibilities of directors and auditors

As explained more fully in the Statement of Directors’ Responsibilibes set out on page 10 the
directors are responsible for the preparation of the financial statements and for being satisfied
that they give a true and farr view Our responsibility 15 to audit and express an opinion on the
financial statements in accordance with applicable law and International Standards on Audring
(UK and lreland)} Those slandards require us to comply with the Auditing Practices Board's
Ethical Standards for Auditors

This report, including the opinions, has been prepared for and only for the Company's members
as a body in accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other
purpose We do not, in giving these opinions, accept or assume responsbility for any other
purpose or to any other person to whom this report 1s shown or into whose hands it may come
save where expressly agreed by our pnor consent in writing

Scope of the audit of the financial statements

An audit involves obtamning evidence about the amounts and disclosures 1n the financial
statements sufficient to give reasonable assurance that the financial statements are free from
matenal misstatement, whether caused by fraud or error This includes an assessment of
whether the accounting policies are appropnate to the Company’'s circumstances and have been
consistently applied and adequately disclosed, the reasonableness of significant accounting
estimates made by the directors, and the overall presentation of the financial statements

Opinion on financial statements

in cur opinicn the financial statements

+ give a true and far view of the state of the Company’s affairs as at 31 December 2010
and of its profit for the year then ended,

» have been properly prepared In accordance with United Kingdom Generally Accepted
Accounting Practice, and

* have been prepared in accordance with the requirements of the Companies Act
2006 :
Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given i the Directors’ Report for the financial year for which the
financial statements are prepared is consistent with the financial statements

12




INDEPENDENT AUDITORS" REPORT
TO THE MEMBERS OF MONEYBOOKERS LIMITED (continued)

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006
requires us to report to you if, in our opinion

+ adequate accounting records have not been kept, or returns adequate for our audit
have not been received from branches not visited by us, or

+ the financial statements are not in agreement with the accounting records and returns,
or

« certain disclosures of directors’ remuneration specified by law are not made, or

 we have not received all the information and explanations we require for our audit

g

Nigel Reynolds (Senior Statutory Auditor)
For and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Audrtors
Lomlgn

ls Apnil 2011

13




Company Registration Number 4260907
MONEYBOOKERS LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2010

2010 2010 2010 2009
Nole €000 €000 €'000 €000
Pra-
exceptional Exceptional

itemns items Total Total
TURNOVER 3 66,363 - 66,363 47,683
Cost of sales (15,596) - {15,596) (10,920)
GROSS PROFIT 50,767 - 50,767 36,663
Administrative expenses (30,334) (2,017) (32,351) (15,628)
OPERATING PROFIT 4 20,433 (2,017) 18,416 21,035
Interest receivable and similar
Income 7 225 - 225 137
Interest payable and similar charges 8 {(194) - (194) (221)
PROFIT ON ORDINARY
ACTIVITIES BEFORE TAXATION 20,464 {2,017) 18,447 20,951
Tax on profit on ordinary activities 9 (5,127) {4,101)
PROFIT FOR THE FINANCIAL
YEAR 19 13,320 16,850

The adrministrative expenses for 2009 include exceplional tems of €1,373,000

None of the Company’s activiies were acquired or discontinued dunng the current year or the
previous year

There are no matenal differences between the profit on ord:nary activittes before taxation and the
retained profit for the financiat years stated above and their tustorical equivalents

The Company has no recognised gains or losses other than those included in the results above
and therefore no separate statement of recognised gains and losses has been presented

The notes form part of these financial statements

14




MONEYBOOKERS LIMITED

BALANCE SHEET
AS AT 31 DECEMBER 2010

Note
FIXED ASSETS
Intangtble assets 10
Tangible assets 1
CURRENT ASSETS
Stock 12
Debtors 13
Investments 14
Cash at bank and 1n hand 15
CREDITORS: AMOUNTS FALLING DUE
WITHIN ONE YEAR 16
NET CURRENT ASSETS
TOTAL ASSETS LESS CURRENT
LIABILITIES
Provisions for habiihes and charges 17
NET ASSETS
Called up share capital 18
Share premium 19
Protit and loss account 19
TOTAL SHAREHOLDERS’ FUNDS 20

were signed on its behalf by

G Von Brevern - Director

2010 2008
€000 €000
52 -
3,886 2,739
3,938 2,739
64 104
56,815 33,597
6,301 14,934
198,405 123,369
261,585 172,004
{214,125) (136,694)
47,460 35,310
51,398 38,0490
{163) (134)
51,235 37,915
496 496
1,210 1,210
49,529 36,209
51,235 37,915
»
.3‘ March

ncial statements were approved by the Board of Directors on

The notes form part of these financral statements
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MONEYBOOKERS LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2010

ACCOUNTING POLICIES

Accounting convention

These financial statements have been prepared on the golng concem basis, under the
histoncal cost convention and are in accordance with the Companies Act 2006 and applcable
accounting standards in the United Kingdom

The pnneipal accounting policies adopted in the preparation of the financial statements are
set out below These policies have been consistently applied to all years presented, unless
otherwise stated

Going concern

These accounts have been prepared on a going concem basis since there are sufficient
funds available in the Company to enable the Company to trade for a penod of at least 12
months from the date of approval of these financial statements

Turnover

Turnover, from transaction processing services, Includes merchant and end user fees as well
as FX spread income (fees from inter-currency transactions) which are generated from online
actwvities

Tumnover from transaction processing services are recognised at the time the customar
transactions are fulfilled End user fees are calculated as a percentage of funds processed
and/or as a charge per transaction Merchant fees are calculated as a percentage of funds
processed plus a fixed charge per transaction on behalf of merchants

Included within revenues s interest income which s derved from the investment of the e-
money float held

Tumover 1s net of rebates Rebates are recogmised based on the specific terms outined
customer contracts

In previous accounting policies, rebates were included in turnover However, In the current
year, the accounting policy regarding rebates was changed These are now netted off against
revenues The amount of rebates that were netted off against revenues was €876,000 (2009
€475,000)

Interest

Interest 1s recognised n the profit and loss account as incurred and on all interest bearing
financtal instruments on an accruals basis This includes amortised costs relating to debt
secunties

Intangible assets and depreciation

Domain name

Intangible assets are capitahised based on the cost incurred to acquire the domamn name
These are amortised over their estimated useful ife of three years
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MONEYBOOKERS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

1.

ACCOUNTING POLICIES (continued)

Tangible assets and depreciation

Tangible assets are stated at cost less depreciation Cost includes the oniginal purchase price
of the asset and the costs attnbutable to bringing the asset to its working condition for its
intended use Depreciation 15 prowvided in order to wnte off each assel over ts expected
useful ife and 1s calculated at the following rates per annum

Computer Equipment 3 —5 years straight line
Woebsite and Software Development 5 years straight ine
Fixtures, fittings and equipment 3 -5 years straight line
Stock

Stocks, which relate to secunty tokens, are stated at thew initiai cost, less any provision for
imparment

Taxation
The tax charge compnses current tax payable and deferred tax

The current tax 1s based on the taxable profit for the year Taxable profrt differs from the profit
before taxation as reported in the profit and icss account becauss it excludes tems of income
ar expense that are taxable or deductble and excludes items that are never taxable or
deductible The hability for the current tax 1s calculated using tax rates that have been
enacted or substantively enacted by the balance sheet date Where tax laws permut, it 1s the
Group’s policy to recognise the value of any losses incurred by other related companies

Deferred tax 1s recognised in respect of all hming differences that have onginated but not
reversed at the balance sheet date where transactions or events that resuit in an obligation to
pay more tax, or a nght to pay less tax, in the future Deferred tax 1s measured at the average
tax rates expected to apply i the pened in which trming differences are expected to reverse,
based on tax rates and laws that have been enacted or substantially enacted at the balance
sheet date Deferred tax 1s measured on a non — discounted basis

Foreign currencies

Monetary assets and habiihies denominated in foreign currencies are translated into euros at
the rates of exchange ruling at the balance sheet date Transactions denominated in foreign
currencies are translated at the date of transaction All exchange differences are taken to
profit and loss account

Current asset investments

Current asset mvestments represent debt secunhes bought by the Company and are
recorded at cost Where a current asset investment's net realisable value is lower than it
costs, an amount 1s provided in the profit and ioss account for the dimuiniution in value

Operating leases and leasing commriments
Rentals paid under operating leases are charged to the profit and loss account on a straight
line basis over the penod of the lease
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MONEYBOOKERS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

2

3.

1. ACCOUNTING POLICIES (continued)

Exceptional items

Exceptional Income and charges are those items that are individually or in aggregate one-off
in nature, non-recurnng and matenal and are therefore reported separately in the profit and
loss account The separate reporting of exceptional items helps provide an indication of the
Company’s underlying business performance Tha cost in the year relates mainly to strategy
changes that are not regular running costs of the underlying business

CASH FLOW STATEMENT AND RELATED PARTY DISCLOSURES

The Company 1s a wholly-owned subsidiary of MB Acquisitions Limited and 1s included in the
consolidated financial statements of MB Acquisiions Limited, which are publicly available
Conseguently, the Company has taken advantage of the exemption from prepanng a cash
flow statement under the terms of Financial Reporting Standard (FRS) 1 {revised 1996) The
Company I1s also exempt under the terms of FRS 8 from disclosing refated party transactions
with entities that are part of the MB Acquisitions Limited group

TURNOVER

The tumover and profit before taxation are atiributable to the one pnincipal actvity of the
Company

An analysis of tumover by geographical market is given below

2010 2009
€000 €000
United Kingdom 4,746 3,200
Aest of Europe 34,325 23,391
North and South Amenca 4,424 2,887
Rest of the world 4,233 2,813
Other
FX spread income 17,391 13,497
Interest Income from e-money float 2,120 2,270
Rebates (876) (475)
66,363 47,583
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MONEYBOOKERS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

4. OPERATING PROFIT

2010 2009
€000 €000
Operating profit 1s stated after charging
Depreciation of tangible assets - owned assels 1,092 620
Gains / (losses) on disposal of current asset investments {18) 20
Exceptional tems 2,017 1,373
Services provided by the Company's auditor
- fees payable for the audit 149 92
- fees payable for other services 39 23
Rent — operating leases (other) and related costs 537 224

The exceptional cost in the year mamly relates to strategy changes that are not regular running
costs of the underlying business Of the total amount, €1,700,000 (2009 €1,373,000) relates to
the market support payments made to other group undertakings in establishing new business
opporturities Other costs are one off non-recurnng charges incurred during the year

5. STAFF COSTS

2010 2009
€000 €000
Wages and salanes 5918 4,007
Social security costs 751 520
6,669 4,527

The average monthly number of employees dunng the year was as follows

2010 2009

Management 6 4
Finance 14 12
Customer services, sales and marketing 38 41
Administration 3 2
Comphance and risk 4 4
Human resources 2 2
Information technology 8 2
75 67
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MONEYBOOKERS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

6. DIRECTORS’ EMOLUMENTS

2010 2009
€000 €000

Directors’ emoluments consist of
Remuneration 673 745
Directors’ fees 159 a3t
832 776
Emoluments of highest paid director 295 459

As at the year end the Company had three directors (2009 - four) Dunng the year three
directors resigned and two new directors were appownted During the year the consultancy
fees of €940,000 included in directors’ fees were paid to Alex Lien

7. INTEREST RECEIVABLE AND SIMILAR INCOME

2010 2009
€000 €000
Bank and other interest 225 137
8. INTEREST PAYABLE AND SIMILAR CHARGES
2010 2009
€000 €000
Interest paid 194 221

The interest payable amount relates to the net prermum paid on bonds purchased
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MONEYBOOKERS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

9. TAX ON PROFIT ON ORDINARY ACTIVITIES

2010 2009
€000 €000
Current tax:
UK corporation tax 4,948 5,062
Adjustment relating to current and prior penods 150 (1,145)
Total current tax 5,098 3,917
Deferred tax:
Orngination and reversal of tming differences 29 58
Adjustment relating to pnor pencds - 126
Total deferred tax (note 17) 29 184
Tax on profit on ordinary activities 5,127 4,101

Factors affecting the tax charge

The tax assessed for the year s lower (2009 lower) than the standard rate of corporation tax
The differences are explained below

2010 2009
€000 €000
Profit on ordinary activities before taxation 18,447 20,951
Profit on ordinary activities before taxation
multiphied by the effective rate of UK
Corperation tax of 28% (2009 28%) 5,165 5,866
Effects of
Accelerated capital allowances (29) (58)
Non deductible expenses 1,149 8
Group rehef {1,337) (754}
Adjustments relating to current and pnor periods 150 {1,145)
Current tax charge 5,098 3,017
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MONEYBOOKERS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

10. INTANGIBLE ASSETS

Domain Name

€000
CcOsT
At 1 January 2010 -
Additions 50
At 31 December 2010 52
ACCUMULATED DEPRECIATION
At 1 January 2010 -
Charge for year -
At 31 December 2010 -
NET BOOK AMOUNT
At 31 Dacember 2010 52
At 31 December 2009 -
11 TANGIBLE ASSETS
Computer Software/ Fixtures, Total
Equipment Website Fittings and
Development Equipment
€000 €000 €000 €000
COoSsT
At 1 January 2010 1,323 2,678 166 4,167
Additions 549 1,408 282 2,239
At 31 December 2010 1,872 4,085 448 6,406
ACCUMULATED DEPRECIATION
At 1 January 2010 404 949 75 1,428
Charge for year 250 753 49 1,092
At 31 December 2010 694 1,702 124 2,520
NET BOOK AMOUNT
At 31 December 2010 1,178 2,384 324 3,886
At 31 December 2009 919 1,729 91 2,739
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MONEYBOOKERS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

12. STOCK

These include stocks for secunty tokens and are expensed when the Company 1ssues them
to the end users

13. DEBTORS

2010 2009

€000 €000

Trade debtors 11,537 7,491
Amounts owed by group undertakings 43,111 22,917
Other debtors 601 2,123
Prepayments and accrued income 1,566 1,066
56,815 33,597

Included in amounts owed by group undertakings were €16,753,211 (2009 €10,562,556) due
from Sknll Holdings Limited, the mmmediate parent company, €23,965,106 (2009
€11,363,861) due from MB Acquisiions Limited, the mmediate parent of Sknll Holdings
Limited, €467,543 (2009 €450,384) due from MB Bulgana EOQOD, a related company, €nil
(2009 32,701) due from Moneybookers USA, Inc a related company incorporated in the
USA, and €1,924,858 (2009 507,262) due from Next Generation Payments, a related
company incorporated in the UK

The amounts owed to group undertakings are either interest free and have no fixed date of
repayment or interest 1s charged at the rate of the aggregate of the applicable margin {3%)
and Eunbaor rate

14, INVESTMENTS

2010 2009
€000 €000
Current asset iInvestments 6,301 14,934

The market value of the current asset nvestments held is not matenally different from their
carrying amount
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MONEYBOOKERS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

15. CASH

The cash balances include an amount of €1,678,000 (2009 €841,000) relating to restricted
cash

Moneybookers Limited, a FSA regulated enlity, 1s required at all times to have qualifying hquid
assels (compnsing cash and cash equivalents and mvestments) in excess ot the e-money
float A muumum amount of capdal, of Moneybockers Limited, s required by the FSA The
FSA’'s regulatory requirement 1s, at any time, for Moneybookers Limited to have nitial capital
Iin excess of €1m, hold regulatory own funds which are 2% of the higher of the e-money
outstanding at the month end, and the average of its daily e-money outstanding amount for the
6 month period ending in that month end

The FSA regulatory capital requirements and the Company’s regulatory own funds at the year
ends are as follows

2010 2009
€000 €000
FSA regulatory capital requirements 3,908 2,611
Regulatory own funds 51,183 37,915

Moneybookers Limited, an FSA regulated entity, 1s required at all times to have qualifying
iqud assets in excess of the e-money floal The balances are as per the table below
Qualfying iquid assets of Moneybookers Limited are made up of cash and cash equivalents
and investments Moneybookers Limited was in comphance with the requirement for the years
ended 31 December 2010, 31 December 2009 and 31 December 2008

2010 2009

€000 €'000

Qualfying iguid assets 204,706 138,303
E-money float 185,379 130,542

16. CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

2010 2009

€000 €000

Trade creditors 842 328
Amounts owed to group undertakings 1,302 -
E - money float 185,379 130,542
Corporation tax 1,949 2,502
Other creditors and accruals 14,653 3,232
214,125 136,694

Included In amounts owed to group undertakings 1s an amount of €1,302,000 (2009 €nil) due
to Moneybookers USA, Inc a related company
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MONEYBOOKERS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

17. PROVISIONS FOR LIABILITIES AND CHARGES

Deferred tax hrability as at 1 January 2010

Charged to the profit and loss account dunng the year

Deferred tax habiiity as at 31 December 2010

The deferred tax liability consists solely of accelerated capital allowances

18. CALLED UP SHARE CAPITAL

Authorised
350,000 ordinary shares of £1 each

Allotted and fully paid

320,665 ordinary shares of £1 (€1 547} each

19. RESERVES

At 1 January 2010
Profit for the financial year

At 31 December 2010

Deferred
tax
€000
134
29
163
2010 2009
£'000 £'000
350 350
2010 2009
€000 €000
496 496
Profit Share Total
and loss Premium
account account
€000 €000 €000
36,209 1,210 37,419
13,320 - 13,320
49,529 1,210 50,739
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MONEYBOOKERS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

20. RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS’ FUNDS

2010 2009

€000 €000

Profit for the financial year 13,320 16,850
Dvidends - -
Net addition to shareholders’ funds 13,320 16,850
Opening shareholders’ funds 37,915 21,065
Closing shareholders’ funds 51,235 37,915

21. OPERATING LEASE COMMITMENTS

Al 31 December 2010, the Cornpany was committed to making the following payments under
non-cancellable operating leases in the year to 31 December 2011

Land and

buildings
2010 2009
€000 €000

Operating leases which expire

in less than one year - -
Between two to five years - 37
After five years 286 -

22. ULTIMATE PARENT COMPANY AND CONTROLLING PARTY

The immediate parent undertaking 1s Sknill Holdings Limited (formerly MB (Holdings) Limited),
itself a subsidary of MB Acquisitions Limited Both comparues are registered 1n England and
Wales MB Acquistions Limied 1s an intermediate parent undertaking of the smallest and
largest group to consolidate these financial statements

The ulimate parent undertaking and controlhing party I1s lnvestcorp Technology Ventures |l
LP, a company registered in The Cayman [slands

Copies of MB Acquisitions Limited consclidated financial statements are available from
Welken House, 10 -11 Charterhouse Square, London, EC1M 6EH
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MONEYBOOKERS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2010

23. CONTINGENT LIABILITIES

The Company 15 a participant 1n a group banking arrangement for bank facilities advanced to
group companies The Company Is a guarantor in respect of bank borrowings by the
immediate parent company, Sknll Holdings Limited

On 21 September 2003, the Company entered into an agreement with Lioyds TSB bank to
provide an tndemntty ine to cover bonds, indemnities and guarantees (“BIGs™) issued by the
bank or its correspondents on Moneybookers Limited’s behalf The total value of the BIGs that
may be outstanding at any one time may not exceed the Imit of US$ 5,334,000 The facilihes
may be cancelled by the bank at any time, but it 1s the banks present intention to keep the
faciities in place until 01 December 2011 (or such later date as may from time to time be
advised in writing by the bank) although such hability in respect of any utilisatron may extend
beyond such a date The faciliies are currently unsecured This facility wit be drawn down by
Moneybookers USA, Inc As at 31 December 2009 and 31 December 2010, letters of credit to
the value of US$4,032,600 and US%4,157,600 were already Issued

24. SUBSEQUENT EVENTS

On 25 February 2011, the entire share capital of MB Acquisttions Limited was acquired by
Sknill Group plc On 28 February 2011, the Company's immediate parent undertaking, Skril
Holdings Limited, announced the intention of the Group, by virtue of an applcation to be made
by Skrill Group ple, to list on the London Stock Exchange
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