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First Rate Exchange Services Holdings Limited

Director’'s Report for the year ended 31 March 2007

The Directors present their report together with the audited financial statements of First Rate Exchange
Services Holdings Limited (the ‘Company’) and its subsidiary First Rate Exchange Services Limited
(together “the Group”) for the year ended 31 March 2007

The Group accounts comprise the consolidated accounts of the Company including its subsidiary as
defined by the Companies Act 1985

Results and Dividends
The conscohdated Income Statement 1s set out on page 8 and shows the result for the period
Principal Activity, Trading Review and Future Developments

The principal actiwity of First Rate Exchange Services Holdings Limited 1s the supply of foreign currency
in the UK

The results of the Group prepared under International Financial Reporting Standards show a pre-tax
profit of £86 0 million (2006 £79 4 milien) and turnover of £147 3 milhon (2006 £136 0 millron) for the
year The Group has net assets of £69 4 miilion (2006 £102 2 million)

Net cash flow from operating activities for 2007 was £73 7 milion (2006 £43 4 milhon)

Business Environment

First Rate Exchange Services Holdings Limited operates in the *business to business” area only This
market consists of a few large suppliers engaged in intense price competition

The Group has differentiated itself from competitors by focusing on providing a high level of customer
service supported by continuous process improvement and innovation

Strategy

The Group's objective 1s to become one of the most influential “business to business” brands in terms of
customer and shareholder satisfaction and to achieve aftractive and sustainable rates of organic growth
by means of identifying and fulfiling market gaps and customers’ demands with tnnovative solutions
Future Outlook

The continued development of new products such as our Travel Money Card, supported by our
commitment to providing high levels of customer services, will enable us to retain and expand upon our
existing customer base and market share in the future

Principles Risks and Uncertainties

Financial nsk factors

The Group's multi-currency operations expose it to financial nsks that include credit risks and interest
rate and foreign currency exchange rate fluctuation nsks Bank of Ireland, the Group's 50% shareholder,
manages these risks by enforcing stnct credit control, funding and trading imits and by deploying s
Internal Audit functien




First Rate Exchange Services Holdings Limited

Director’s Report for the year ended 31 March 2007

(a) Foreign exchange risk

The Group’s wholesale operation deals in the UK and Ireland, Euro and non-Euro European countries,
Middie East, African and Indian sub-continents, Far East, Australia and America The Group 1s exposed
to foreign exchange nsks primarily with respect to US Dollars and Euros The risk Is controlied by
imposing intra-day and overnight currency exposure hmits for each trading currency and by hedging by
way of exchange deals with Bank of Ireland

{b) Interest rate risk

The Group 1s exposed to interest rate movements pnmarily in Euros and US Dollars This nsk 1s
controlled by way of an agreed funding imit and set margins applied to the base rate for the relevant
currencies, with Bank of Ireland

({c) Credit nisk

The Group has no significant concentrations of credit nsk  The Group has implemented policies that
require appropriate credit checks on potential customers before sales commence Strict credd limits are
imposed on all Wholesale deal parties and imit utilisation 1s closely monitored on a daily basis PODOC
{payment on delivery of cash) deals are enacted with chents who have httle or no available credit imit

{d} Liguidity nisk

The Group has no long-term labiites The settlement of wholesale foreign currency deals has been
funded by a funding faciity brmit agreed with Bank of Ireland From February 2007, the overdraft facility
has been replaced by short-term market loans and deposits The overdraft accounts and money market
deposits and loans are reconciled and reviewed on a daily basis

Adoption of International Financial Reporting Standards (IFRS)

The Group has adopted IFRS as adopted by the European Union in these financial statements A
reconciliation of the results and net assets under UK GAAP, as previously reported, to IFRS 1s included
in note 25 The adoption of IFRS has resulted in an adjustment to the previously reported results and net
assets The main change was in relation to the amortisation of goodwill The detail of this adjustment is
described in note 25

Creditor Payment Policy

The Group's policy in respect of each creditor is to settle the terms of payments based on terms mutually
agreed upon before entering into each transaction

Key Performance Indicators

Given the straightforward nature of the business, the Company's Directors are of the opinion that
analysis using KPI's 1s not necessary for an understanding of the development, performance or the
position of the business, except for profit before tax and turnover, both of which are disclosed in the
consolidated income statement




First Rate Exchange Services Holdings Limited
Director's Report for the year ended 31 March 2007
Directors

The Directors of the Company dunng the year under review and up to the date of this report are as
follows

Appointed Resigned

Michael David Kennedy 24 May 2002 02 Aprit 2007
Denis Donovan 26 February 2003 06 April 2006
Peter Corbett 22 Apnl 2004 23 May 2007
Gordon Steele (Chairman) 22 April 2004 06 April 2006
Thomas Comerford 19 August 2004

Des Crowley 06 Apnl 2006

Alan Cook (Chairman) 06 Apnl 2006

Gordon Gourlay 08 May 2007

Gary Hockeymorley 08 May 2007

Mark Logan 23 August 2007

None of the Directors have any interest in the ordinary share capital of the Company or Group
Director’s Responsibilities

Company law requires the Directors to prepare financial statements for each financial year that give a
true and farr view of the state of affairs of the Company and Group and of the Income Statement of the
Company and Group for that perniod The Directors are required to prepare the financial statements on
the on-going concern basis, unless it 1s nappropnate to presume that the Company and Group will
continue In business

The Directors confirm that suitable accounting policies have been used and applied consistently They
also confirm that reasonable and prudent judgements and estimates have been made in preparng the
financial statements for the year ended 31 March 2007 and that apphcable accounting standards have
been followed

The Directors are responsible for keeping proper accounting records that disclose with reasonable
accuracy at any time the financial position of the Company and Group and enable them to ensure that
the financial statements comply with the Comparies Act 1985 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

Statement of Disclosure of Information to Auditors
The Directors confirm that

{a) so far as the Directors are aware, there 1s no relevant audit information of which the Company's
auditors are unaware and

{b) they have taken all the steps that they ought to have taken as a director in order to make
themselves aware of any relevant audit information and to establish that the Company's auditors are
aware of that information




First Rate Exchange Services Holdings Limited

Directors’ Report for the year ended 31 March 2007

Employees

The Company's policy 1s to encourage effective communication and consultation between employees
and management, particularly on matters relating to strategy, financial and economic factors that may
influence the Company's performance This 1s achieved through the use of an extensive range of
communication channels, including briefings, open forums and an intranet website

Employee Opinion Surveys are conducted to allow employees an opportunity to express their views and
opinions on important 1ssues This two-way communication encourages afll employees to contribute
towards making business improvements

We actively encourage continuous training and skili development for all employees to ensure
achievement of corporate and individual objectives Management development and training programmes
have been designed to attract and retain the best people Adoption of a best practice approach to
people management includes delivery of a safe, supportive working environment where equal
opportunities and open communication are encouraged

An equal opportunities pelicy 1s maintained in all respects including disabihty, age, religion, colour, sex,
nationality, ethnic ongin, race, creed and mantal status

Charitable Donations

During the financial year under review, the Group made chantable donations of £2,779 to a number of
chanties

Auditors

The auditors, PncewaterhouseCoopers LLP, have indicated their willingness to continue n office and a
resolution concerning therr re-appointment will be proposed at the Annual General Meeting

By order of the Board

1l

e Gt

Eamon Cahill
Secretary

7/:;/ 2007




First Rate Exchange Services Holdings Limited
Report of the Auditors
Independent Auditors’ Report to the members of First Rate Exchange Services Holdings Limited

We have audited the Group and Parent company financial statements (“the financial statements”) of First
Rate Exchange Services Holdings Limited for the year ended 31 March 2007 which comprise the
Consolidated Income Statement, the Group and Parent company Balance Sheets, the Group and Parent
company Cash Flow Statements, the Group and Parent company Statement of Changes in Equity and
the related notes These financial statements have been prepared under the accounting policies set out
herein

Respective responsibilities of Directors and Auditors:

The directors’ responsibiities for preparing the Annual Report and the financial statements in accordance
with applicable law and International Financial Reporting Standards (IFRS) as adopted by the European
Union are set out In the Statement of Directors’ Responsibilities

Our responsibility 1s to audit the financiat statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and lIreland) This report, including the
opinion, has been prepared for and only for the Company's members as a body In accordance with
Section 235 of the Companies Act 1985 and for no other purpose  We do not, in giving this opimion,
accept or assume responsibibty 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 prior consent in writing

We report to you our opinion as to whether the financial statements give a true and farr view and are
properly prepared in accordance with the Companies Act 1985 We also report to you whether in our
opinion the information given in the Directors’ Report I1s consistent with the financtal statements

In addition, we report to you If, In our opinion, the Company has not kept proper accounting records, If we
have not received all the information and explanations we require for audit, or f information specified by
law regarding directors’ remuneration and other transactions 15 not disclosed

We read other information contained in the Annual Report, and consider whether it i1s consistent with the
audited financial statements This other information comprises only the Directors’ Report  We consider
the implications of our report f we become aware of any apparent misstatements or matenal
Inconsistencies with the financial statements Our responsibilities do not extend to any other information

Basis of Audit Opinion,

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued
by the Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to
the amounts and disclosures in the financial statements It also includes an assessment of the significant
estimates and judgements made by the directors in the preparation of the financial statements, and of
whether the accounting policies are approprate to the Company's cicumstances, consistently applied
and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we
constdered necessary In order to provide us with sufficient evidence to give reasonable assurance that
the financial statements are free from matenal misstatement, whether caused by fraud or any other
iregularity or error  In forming our opinion we also evaluated the overall adequacy of the presentation of
information in the financial statements




First Rate Exchange Services Holdings Limited
Report of the Auditors

Independent Auditors’ Report to the members of First Rate Exchange Services Holdings Limited

Opinion:
In our opinion

- the financial statements give a true and farr view, In accordance with IFRS as adopted by the European
Union, of the state of the Group’s affairs as at 31 March 2007 and of its profit and cash flow for the
year then ended,

- the parent company's financial statements give a true and farr view, In accordance with IFRS as
adopted by the European Union as applied in accordance with the provisions of the Comparues Act
19885, of the state of the parent company’s affairs as at 31 March 2007 and cash flow for the year then
ended,

- the financial statements have been properly prepared in accordance with the Companies Act 1985, and
- the information given in the Directors’ Report 1s consistent with the financiat statements

As explained in Note 1 to the Group financial statements, the Group in addition 1o complying with IFRS
as adopted by the European Union, has also complied with the IFRS as i1ssued by the International
Accounting Standards Board

In our opimon, the Group’s financial statements give a true and farr view, in accordance with IFRS, of the
state of the Group’s affairs as at 31 March 2007 and of its profit and cash flow for the year then ended

/)\«CMM«J@;MN P

PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors
LONDON

e Nty 2007




First Rate Exchange Services Holdings Limited
Consolidated Income Statement
For the year ended 31 March 2007

Note

Revenue

Cost of Sales

Gross Profit

Administrative Expenses

Operating Profit

Interest Receivable

Interest Payable

Profit before tax 2
Taxation 3

Profit for the year

All amounts relate to continuing activibes

2007 2006
£ £
147,314,537 135,962,051
(27.117,737) (25,610,388)
120,196,800 110,351,663
(32,905,805) (30,087,584)
87,290,995 80,264,079
3,269,828 2,508,034
(4,520,345) (3.385,203)
86,040,478 79,386,910
(25,854,875) (23,838,133)
60,185,603 55,548,777

There 1s no difference between the profit before tax and the retained profit for the year and their historical

cost equivalents

The notes on pages 12 to 29 form part of these financial statements




First Rate Exchange Services Holdings Limited

Balance Sheets
at 31 March 2007

Intangibles — Goodwill
Intangibles - Software licences
Plant and Equipment
Investment in subsidiary
Deferred tax assets
NON-CURRENT ASSETS

Inventories

Trade and other receivables

Loans and cash advances to
banks

Cash at Bank

CURRENT ASSETS

TOTAL ASSETS

Ordminary shares

Share premium

Retained earnings
SHAREHOLDERS EQUITY

Trade and other payables
Financial habihties - borrowings
Current tax liahiibes
CURRENT LIABILITIES

TOTAL EQUITY AND LIABILITIES

The financial statements were approved by the Board on

71—

l

Mark Logan
Director

Note

RN@G®

10

15
16

11
13
12

Group Company
2007 2006 2007 2006
£ £ £ £
1,724,955 1,724,955 - -
775,058 882,120 - -
1,694,421 2,179,673 2,500 2,500
- - 6,240,339 6,240,339
539,636 725,693 - -
4,734,070 5,512,441 6,242,839 6,242,839
123,418,781 126,088,349 - -
82,781,171 140,229,585 29,050 29,050
97,400,000 37,323,450 - -
50,585,200 57,644,682 125,637 97,955
345,185,152 361,286,066 154,687 127,005
358,919,222 366,798,507 6,397,526 6,369,844
2,000 2,000 2,000 2,000
3,998,000 3,998,000 3,998,000 3,998,000
65,429,750 98,244,147 (271,688) {298,759)
69,429,750 102,244,147 3,728,312 3,701,241
148,405,366 149,634,066 2,668,236 2,650,790
121,781,378 97,069,602 - -
19,302,728 17,850,692 978 17,813
289,489,472 264,554,360 2,669,214 2,668,603
358,919,222 366,798,507 6,397,526 6,369,844
1.4 % Ocles
2007

TN Qe Notasy

Gary Hockeymorley

Director

The notes on pages 12 to 29 form part of these financial statements




First Rate Exchange Services Holdings Limited

Consolidated Cash Flow Statement
for the year ended 31 March 2007

Cash flow from operating activities

Interest received
Interest paid
Tax paid

Net cash from operating activities
Cash flow from investing activities

Purchase of software licences

Purchase of plant and equipment

Proceeds from sale of plant and
equipment

Net cash used in investing activities

Cash flow from financing activities
Dividends paid

Net cash used in financing activities

Change in cash and cash
equivalents

Cash and cash equivalent at beginning
of year

Cash and cash equivalent at end of
year

Cash and cash equivalent comprise
- cash at bank
- loans and cash advances to
bhank
- borrowings

Cash and cash equivalent at end of
year

Note
17

Group Company
2007 2006 2007 2006
£ £ £ £
99,146,707 67,184,953 27,620 9,554
3,269,828 2,508,034 - 3,188
(4,520,345) (3,385,203) - -
(24,216,845) (22,936,090) 62 {926)
73,679,345 43,371,694 27,682 11,816
(297,713) (651,512) - -
(86,325) (322,359) - -
9,985 13,635 - -
(374,053) (960,236) - -
(45,000,000) {35,000,000) -
(45,000,000) {35,000,000) - -
28,305,292 7,411,458 27,682 11,816
{2,101,470) (9,512,928) 97,955 86,139
26,203,822 (2,101,470) 125,637 97,955
50,585,200 57,644,682 125,637 97,955
97,400,000 37,323,450 - -
(121,781,378) (97,069,602) - -
26,203,822 (2,101,470) 125,637 97,955

The accompanying notes are an integral part of the financial statements

10



First Rate Exchange Services Holdings Limited

Consolidated Statement of Changes in Equity
for the year ended 31 March 2007

Shareholders funds at 31 March 2007

Note Share Total
Ordinary Premium Retained
Shares Reserve earnings
£ £ £ £
(note 15) (note 16)
Group
At 1 April 2006 2,000 3,098,000 98,244,147 102,244,147
Dividends - - {(93,000,000) {(93,000,000)
Profit for the year - - 60,185,603 60,185,603
At 31 March 2007 2,000 3,998,000 65,429,750 69,429,750
Share Total
Ordinary Premium Retained
Shares Reserve earnings
£ £ £ £
(note 15) (note 16)
Company
At 1 April 2006 2,000 3,998,000 (298,759) 3,701,241
Dividends - - - -
Profit for the year - - 27,071 27,07
At 31 March 2007 2,000 3,998,000 (271,688) 3,728,312
Shareholders funds at 31 March 2006
Share Total
Ordinary Premium Retained
Shares Reserve earnings
£ £ £ £
{note 15) {note 16)
Group
At 1 April 2005 2,000 3,898,000 77,695,370 81,695,370
Dwidends - - {35,000,000) (35,000,000)
Profit for the year - - 55,648,777 55,648,777
At 31 March 2006 2,000 3,998,000 98,244,147 102,244,147
Share Total
Ordinary Premium Retained
Shares Reserve earnings
£ £ £ £
{note 15) (note 16)
Company
At 1 Apnit 2005 2,000 3,998,000 {300,921) 3,699,079
Dividends - - - -
Profit for the year - - 2,162 2,162
At 31 March 2006 2,000 3,998,000 (298,759) 3,701,241

11



First Rate Exchange Services Holdings Limited

Notes forming part of the Financial Statements for the year ended 31 March 2007

1.

(@)

(b)

Accounting Policies
Basis of preparation

The financial statements have been prepared in accordance with International Financial
Reporting Standards (‘IFRS") as adopted by the European Unmion (*EU") and IFRIC
interpretations and with those parts of the Companies Act 1985, applicable to companies
reporting under IFRS The Group in addition to IFRS as adopted by the EU has also complied
with IFRS as ssued by International Accounting Standards Board ("IASB") as it has not taken
advantage of the relaxation of the hedging requirements of IAS 39 permitted by the EU The
financial statements are prepared under the historical cost convention

These financial statements are the first First Rate Exchange Services Holdings Limited financial
statements to be prepared in accordance with IFRS IFRS 1, First-ime Adoption of International
Financial Reporting Standards, has been applied in preparing these financial statements

Reconcihations and descriptions of the effect of the transition from UK GAAP to IFRS on the
Group's equity and its net income are given in note 25

A summary of the pnnciple accounting poticies adopted 1n the preparation of these financial
statements, all of which have been applied consistently to all years presented, 1s set out below

The preparation of the Accounts in conformity with generally accepted accounting principles
requires the use of estimates and assumptions that affect the reported amounts of assets and
habilties at the date of the Accounts and the reported amounts of revenues and expenses during
the reporting pericd  Although these estimates are based on management's best knowledge of
the amount, event or actions, actual results ultimately may differ from those estimates

Transition to IFRS

IFRS1 applies when an entity first adopts IFRS and provides certain transition provisions upon
first tme adoption The Group has used the following exemphion granted under IFRS1

1) Business combinations The Group has avalled of the exemption and has not restated the
Group accounts for any acquisitions or business combinations that took place prior to 1 April
2005 Goodwill previously amortised has not been re-instated

Basis of consolidation

The consohdation accounts include the assets, habilites and results of the Company and its
subsidiary companies As permitted by Section 230 of the Companies Act 985, the parent
company's income statement has not been included in these financial statements and the profit
for the financial year 1s disclosed in the Consolidated Statement of Changes in Equity
Subsidiaries

Subsidiaries are entities (Including special purpose entities} over which the Group has the power
to govern the financial and operating policies generally accompanying a sharehotding of more
than cne half of the voting nights

Subsidiaries are fully consohdated from the date on which control 1s transferred to the Group
They are de-consclidated from the date that control ceases

12




First Rate Exchange Services Holdings Limited

Notes forming part of the Financial Statements for the year ended 31 March 2007

(c)

(d)

(e)

The purchase method of accounting I1s used to account for the acquisition of subsidianies by the
Group The cost of an acquisition 1s measured as the fawr value of net assets given, equity
instruments 1ssued and habilities incurred or assumed at the date of exchange, plus costs directly
attnbutable to the acquisition |dentfiable assets acquired and liabilittes and contingent liabilities
or assets assumed In a business combination are measured initially at ther farr values at the
acquisition date, irrespective of the extent of any minority interest

inter-company transactions, balances and unrealised gains on transactions between group
companies are eliminated in full Unrealsed losses are also ehminated in full in the same way as
unrealbsed gains unless the transaction provides evidence of impairment of the asset transferred
Accounting policies of subsidiaries have been changed where necessary to ensure consistency
with policies adopted by the Group

Revenue recognition

Revenue from currency exchange transactions 1s recognised as the difference between the cost
and selhing pnce of currency

Cost of sales

Cost of sales comprises direct selling cost and rebates

Intangibles

Goodwill

Goodwill represents the amount that anses from the acquisition of a business In respect of
acquisihons that have occurred since 1 April 2005, goodwill represents the difference between

the cost of the acquisition and the fair value of the net identifiable assets acquired

In respect of acquisitions made prior to this date, goodwill is included on the basis of its deemed
cost, which represents the amount recorded under previous UK GAAP

The carrying amount of goodwill 1s reviewed for imparment at least annually When any such
impairment exists, the related goodwill 1s written down immediately through the income
statement

Computer Scftware

Acquired computer software licences are capitalised on the basis of the costs incurred to acquire
and bring to use the specific software These costs are amortsed on the basis of the expected
useful ives which 1s five years (20%)

Costs incurred for developing or maintaining software which are expected 10 generate economic
benefits beyond one year, are recognised as intangible assets

Computer software development costs recognised as assets are amortised using the straight-ine
method over their useful lives

13




First Rate Exchange Services Holdings Limited

Notes forming part of the Financial Statements for the year ended 31 March 2007

(f)

(@)

—
=)
—

Plant and equipment

Plant and equipment i1s included at cost less accumulated depreciaton Depreciation on plant
and equipment is calculated using the straight-ine method, and charged to the Income
Statement, to allocate between the cost and residual value over therr estimated useful lives, as
follows

Usefutl Life Annual rates

Leasehold improvements 3-14years 7% to33% Straight-line
Plant and Equipment 5 years 20% Straight-line
Motor Vehicles 4 years 25% Straight-line
Fixtures and Fittings 10 years 10% Straight-line

Computer Equipment and Software 3 -5 years 20% to 33% Straight-line

Plant and equipment 1s measured at cost {purchase price less trade discounts and rebates) plus
those costs directly attnibutable to bringing the asset into working condition for its intended use

The Company’s leasehold improvements worth £2,500, which related to a long term lease, are
not depreciated as the balance 1s not matenal

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each
balance sheet date

Assets are reviewed for impairment whenever events or changes in crcumstances indicate that
the carrying amount may not be recoverable In the event that an asset’s carrying amount 1s
determined to be greater than its recoverable amount, it 1s wnitten down immediately

Inventories

Inventories consist of all currency (domestic and foreign) notes and coms held in the distnbution
centres and in transit  Inventonies are valued at the lower of cost and net realisable value

Foreign currencies
Functional and presentation currency

The consolidated financial statements are presented in Sterling, which 1s the Group’s functional
and presentation currency

Foreign currency transactions are translated into the functional currency using exchange rates
prevailling at the dates of the transactions Foreign exchange gains and losses resulting from
settlement of such transactions and from the translation of the year end exchange rates of
monetary assets and liabiities denominated in foreign currencies are recognised in the Income
Statement

14




First Rate Exchange Services Holdings Limited

Notes forming part of the Financial Statements for the year ended 31 March 2007

(1)

0)

(k)

(N

(m)

(n

(0}

(P

Taxation

The current income tax which i1s payable on taxable profits 1s recognised as an expense In the
period in which the profits anse

Deferred tax I1s the tax expected to be payable or recoverable on differences between the
carrying amounts of assets and labilities in the financial statements and the corresponding tax
bases used in the computation of taxable profit, and 1s accounted for using the balance sheet
habiity method Deferred tax labiities are generally recognised for all taxable temporary
differences and deferred tax assets are recognised to the extent that it 1s probable that taxable
profits will be available against which deductible temporary differences can be utilsed Such
assets and labilities are not recognised if the temporary differences anse from the initial
recognition {other that in a business combination) of other assets and liablities 1n a transaction
that at the time of the transaction affects neither accounting nor taxable profit or loss

Trade payables

These amounts represent lrabilities for goods and services provided to the Group for goods and
services which were unpaid at the end of the financial year The amounts are unsecured and are
usually settled within 45 days of recognition

Provisions

A provision is recognised where there 1s a present obligation, whether legal or constructive, as a
result of a past event for which it 1Is more likely than not that a transfer of economic benefit will be

required to settle the obligation and a reliable estmate can be made of the amount of the
obligation

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and term deposits that are readily convertible
to known amounts of cash with insignificant nsk of changes in value and ornginal maturities of
less than three months

Leases

Rentals under operating leases are charged to the Income Statement on a straight-ine basis
over the lease term

Pension costs

Contributions to the Group's defined contribution pension schemes are charged to the Income
Statement as incurred

Segment analysis

The Group's activiies consist solely of the sale and purchase of foreign currency and other
travel retated commission based income in the United Kingdom

Therefore no segmental analysis s reguired
Dividends

Dwidends on ordinary shares are recogmised as a hability in the penod in which they are
approved by the Company's shareholders

15



First Rate Exchange Services Holdings Limited
Notes forming part of the Financial Statements for the year ended 31 March 2007

Dwividends for the year which are declared after the balance sheet date are dealt with in the
subsequent events note

{q) Fmancial instruments

Money market deposits and borrowings are recorded at amortised cost using the Effective
Interest rate method Other trade receivables are non-interest beanng and are recorded at cost

{r) Future developments

The following pronouncements will be relevant to the Group but were not effective at 31 March
2007 and have not been applied in preparing these financial statements

1 IFRS 7 Financial Instruments Disclosures

Nature of Change

Consoldates the current financial instruments disclosures into a single standard and requires
more detalled qualtative and quantitative disclosures about exposure to nsks arising from
financial instruments

Effective Date
Accounting periods beginming on or after 1 January 2007

2 Amendments to IAS 1 Presentation of Financial Statements - Capital Disclosures

Nature of Change

Introduces additional disclosures of the objectives, policies and processes for managing capital,
quantitattve date about what the entty regards as capital, and complance with capital
requirements

Effective Date
Accounting periods beginning on or after 1 January 2007

(s) Management judgement and cntical estimates

The preparation of financial statements requires management to make judgemernts, estimates
and assumptions that affect the reported amounts of assets, liabilities, income and expenses
Due to the inherent uncertainty In making estimates, actual results reported in future penods may
be based upon amounts which differ from those estimates Estmates, judgements and
assumptions are continually evaluated and are based on historical expernence and other factors,
including expectations of future events that are believed to be reasonable under the
circumstances Rewvisions to accounting estimates are recognised in the penod in which the
estimate 1s revised and in any future penods affected

In the opinion of the Directors, there are no accounting policies critical to the Group’s results and
financial position based on matenality and significant judgements and estimates

16
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2 Profit before tax Group
2007 2006
£ £
Profit before tax
86,040,478 79,386,910
This 1s arrived at after charging
Amortisation of intangible fixed assets 404,775 303,997
Depreciation of plant and equipment 546,891 581,705
Auditors’ remuneration
- audit fee 65,212 61,052
- other services supplhed pursuant to legislation 1,500 -
- non audtt fee (other services) 10,000 -
Operating lease rentals — land and bulldings 427,508 585,415
Taxation Group
2007 2006
£ £
Analysis of tax charge in period
Current tax
Corporation tax at 30% 25,760,942 23,833,691
Group relief relating to prior year {92,124) (83)
25,668,818 23,833,608
Deferred tax (note 14)
Ongination and reversal of tming differences 96,898 19,037
Prior year adjustment 89,159 (14,512)
Total taxation charge 25,854,875 23,838,133
Profit on ordinary actvities before taxation 86,040,478 79,386,910
Corporation tax at 30% 25,812,143 23,816,073
Effects of
Expenses not deductible for tax purposes 39,902 4,640
Depreciation on assets not quaifying for Capital Allowances 5,795 32,015
Group relief relating to prior year (92,124) (83)
Deferred tax prior year adjustment 89,159 {(14,512)
25,854,875 23,838,133
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L

Diwvidends

Ordinary shares

Final dividends patd (£22,500 per share (2006 £17,500))
Final dividends declared (£24,000 per share (2006 £nil})

Group
2007 2006
£ £
45,000,000 35,000,000
48,000,000 -
93,000,000 35,000,000

Dividends of £45m reftating to the 2006 year results were declared on 6 Apnl 2006 and

distributed during the year to the appropnate parties

Dividends of £48m relating to the current year were approved on 28™ March 2007 and will be
distnbuted to the relevant parties during the subsequent financial year

Intangibles
Group 2007

At Cost
At 1 Aprit 2006
Additions during the year
Disposals dunng the year
At 31 March 2007
Amortisation
At 1 April 2006
Charge for the year
Disposals during the year
At 31 March 2007
Net Book Value
At 31 March 2007

At 31 March 2006

Software

Goodwill Licenses Total
£ £ £
2,016,042 1,508,323 3,524,365
- 297,713 297,713
2,016,042 1,806,036 3,822,078
291,087 626,203 917,290

- 404,775 404,775

291,087 1,030,978 1,322,065
1,724,955 775,058 2,500,013
1,724,955 882,120 2,607,075

The goodw:ll held in the Group's balance sheet 1s tested at least annually for imparrment by
comparing the recoverable amount against the carrying value The Group has only one cash
generating unit The recoverable amount has been based on a value-in-use calculation which
uses projections of future cash flows based on budgets and plans approved by management
The plans indicate the recoverable amount exceeds the carrying value when only the forecast for

2007/08 s considered

18




First Rate Exchange Services Holdings Limited

Notes forming part of the Financial Statements for the year ended 31 March 2007

6 Plant and Equipment
Group 2007

Cost

At 1 Apnl 2008

Additions

Disposals

At 31 March 2007

Depreciation

At 1 Aprl 2006

Charge for the penod

Depreciation on
disposals

At 31 March 2007

Net Book Value

At 31 March 2007

At 31 March 2006

Company 2007

Cost

At 1 Apnl 2006
Additions

At 31 March 2007
Depreciation

At 1 April 2006
Charge for the penod

At 31 March 2007
Net Book Value

At 31 March 2007

At 31 March 2006

Plant Fixtures
Leasehold & Motor & Computer
Buildings Eqpt Vehicles Fittings Eqgpt Total
£ £ £ £ £ £
1,483,502 1,255,175 156,134 345,628 461,693 3,702,132
22,455 - - - 63,870 86,325
- {49,567) (33,512) - - (83,079)
1,505,957 1,205,608 122,622 345,628 525,563 3,705,378
317,759 740,554 98,617 55,802 309,627 1,522,459
126,342 244,025 25,595 34,575 116,354 546,891
- (30,566) {27.827) - - (58,393)
444,101 954,013 96,385 90,477 425,981 2,010,957
1,061,856 251,595 26,237 255,151 99,582 1,694,421
1,165,743 514,621 57,517 289,726 152,066 2,179,673
Leasehold

Buildings Total

£ £

2,500 2,500

2,500 2,500

2,500 2,500

2,500 2,500
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10.

Investment in subsidiary

At 1 April
Additions during the year

At 31 March

Company
2007 2006
£ £
6,240,339 6,240,339
6,240,339 6,240,339

On 24 May 2002 the Company acquired 100% of the share capital of First Rate Travel Services
Limited (a company incorporated in the United Kingdom) which has subsequently been re-
named First Rate Exchange Services Limited on 23 February 2006 The Group financal
statements consolidate the financial statements of the Company and the subsidiary

Inventories

Currency inventory

Trade and other receivables

Trade debtors
Other debtors
Prepayments and accrued income

Loans and cash advances to
banks

Money market deposits

2007 2006
£ £

123,418,781 126,088,349

Group Company
2007 2006 2007 2006
£ £ £ £
82,466,716 139,843,498 - -
29,050 29,050 29,050 29,050
285,405 357,037 - -
82,781,171 140,229,585 29,050 29,050
Group Company
2007 2006 2007 2006
£ £ £ £
97,400,000 37,323,450 - -

Money market deposits are placed with the Bank of Ireland group at arm’s length market rates
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11.

12,

13.

Trade and other payables

Trade payables

Other tax and social secunty payable

Dwidends payable

Accruals

Amounts due to subsidiary
undertaking

Current tax liabilities

Current tax habihities

Financial liabilities - borrowings

Bank overdraft & money market

loans

Group Company
2007 2006 2007 2006
£ £ £ £
87,546,970 139,565,167 - -
490,912 507,481 1,381 604
48,000,000 - - -
12,367,484 9,561,418 - (16,669}
- - 2,666,855 2,666,855
148,405,366 149,634,066 2,668,236 2,650,790
Group Company
2007 2006 2007 2006
£ £ £ £
19,302,728 17,850,692 978 17,813
Group Company
2007 2006 2007 2006
£ £ £ £
121,781,378 97,069,602 - -

Bank overdraft and money market loans are provided by the Bank of Ireland group at arm’s

length market rates and are repayable on demand or within three months

21




First Rate Exchange Services Holdings Limited

Notes forming part of the Financial Statements for the year ended 31 March 2007

14,

15.

16.

Deferred tax

The movement In the deferred tax asset for the year was as follows

Group
2007 2006
£ £
Depreciation in excess of capital allowances 539,636 725,693
Total deferred tax 539,636 725,693
At 1 April 2006 725,693 730,218
Charge n the profit and loss account (note 3) {186,057) (4,525)
At 31 March 2007 539,636 725,693
Ordinary shares 2007 2007 2006 2006
number of £ number of £
Shares shares
Authonsed
2,000 Ordinary shares of £1 each 2,000 2,000 2,000 2,000
Allotted, 1ssued and fully paid up
2,000 ordinary shares of £1 each 2,000 2,000 2,000 2,000
Share premium Group Company
2007 2006 2007 2006
£ £ £ £
Share premium opening balance
brought forward at 1 April 3,998,000 3,998,000 3,998,000 3,998,000
Movement duning the year - - - -
Share premium balance closing carried
forward at 31 March 3,998,000 3,998,000 3,998,000 3,998,000
22
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18.

Cash flow from operating
activities

Reconcihation of net prefit to net
Cash Inflow from operating
activities

Profit for the year

Taxation

Depreciation of plant and
equipment

Amortisation of intangible assets

Loss on disposal of plant and
equipment

Proposed dividend {Note 4)

Interest income

Interest expenses

Decrease / (increase) in inventory

Decrease / (Increase) in debtors

Decrease in deferred tax

{Decrease) / increase in creditors

Cash generated from continuing

operations

Employees

Staff costs consist of

Salanes and wages
Social security costs
Pension costs

Other employee costs

The average weekly number of

employees during the penod was as

follows

Full time
Part time

Group Company
2007 2006 2007 2006
£ £ £ £
60,185,603 55,548,777 27,071 2,162
25,854,875 23,838,133 {16,897) 926
546,891 581,705 - -
404,775 303,997 - -
14,700 317,804 - -
{48,000,000) - - -
(3,269,828) (2,508,034) - (3,188)
4,520,345 3,385,203 - .
2,669,568 (32,650,039) - -
57,448,414 (83,413,775) - -
186,057 - - -
{1,414,693) 101,781,182 17,446 9,654
99,146,707 67,184,953 27,620 9,554
Group
2007 2006
£ £
10,585,943 10,198,951
1,067,725 955,387
315,729 195,879
820,710 1,089,761
12,790,107 12,439,978
Number Number
224 221
21 27
245 248
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Key management compensation

Compensation for Directors and Key Executives of the Company who have authority for

planning, directing and controlling the Company

Group Company
2007 2006 2007 2006
£ £ £ £
Directors
Salarnes and other short term benefits 249,125 197,594 - -
Pension 19,858 15,945 - -
Other - - - -
268,983 213,539

No Director has any benefits accruing under a defined benefits scheme

Key Executives

Salanes and other short term benefits 693,239 603,461 - -
Pension 22,947 29,784 - -
Other 7,141 4,764 - -
723,327 638,009 - -
Total 992,310 851,548 - -
Highest Paid Director
Salanes and other short term benefits 249,125 197,594 - -
Pension 19,858 15,945 - -
Other - - - -
268,983 213,539 - -

Emoluments are paid by the Company in respect of one Director

Related parties pay

emoluments in respect of the remaming Directors, and ther services to the Company are
considered incidental to the roles they perform for these relates parties
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19.

20.

2,

22,

Pensions Group Company
2007 2006 2007 2006
£ £ £ £
Defined contnbution scheme 315,729 195,879 - -

The Company operates a defined contribution pension scheme The assets of the scheme are
held separately from those of the Company in an independently administered fund The pension
cost charge represents contnbutions payable by the Company to the fund during the financial
year

Commitments under operating leases Group
2007 2006
£ £

As at 31 March 2007 The Company had annual commitments under non-cancellable operating
leased as set out below

Operating leases which expire

Within one year 433,284 570,784
In the second to fifth year inclusive 1,733,134 1,733,134
In over five years 3,174,648 3,607,932

5,341,066 5,911,850

Contingencies

The Company did not have any contingent habilities or assets at 31 March 2007 (31 March
2006 Nil)

Capital Commitments

At 31 March 2007, the Company had no contractuat commitments (31 March 2006 Nil)
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24,

25,

Related party transactions

The Group 1s a joint venture between Post Office Limited, whose ultimate parent company 1s
Royal Mall Holdings plc, and First Rate Enterprises Limited, whose ultimate parent company 1s
Bank of Ireland

All of the Group’s cost of sales onginated with these related parties on arm’s length terms and
the majority of the Group's turnover orniginated through these related parties acting as agents
Cash at bank 1s held wath the Bank of Ireland group Detalls of loans and advances to and from

the Bank of Ireland group are given in notes 10 and 13
The following transactions were carned out with related parties

Year-end balances anising from sales/purchases of goods

2007 2006
£000 £'000
Receivables from Related Parties
Post Office Limited 2,323 77
Bank of Ireland 40,174 38,779
42,497 38,856
Payables to Related Parties
Post Office Limited 3,494 767
Bank of Ireland 54,633 27,563
58,127 28,330

Recewables and payables are non-interest bearing

Post balance sheet events

There have been no matenal post balance sheet events

Reconciliation of net assets and profit under UK GAAP to IFRS

First Rate Exchange Services Holdings Limited reported under UK GAAP n its previously
published financial statements for the year ended 31 March 2006 The analysis below shows a
reconcihation of net assets and profit as reported under UK GAAP as at 31 March 2006 to the
revised net assets and profit under IFRS as reported in these financial statements In addition,

there 15 a reconciiation of net assets under UK GAAP to IFRS as the transition date for this
Company was 1 April 2005
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Group
Year ended
31/03/2006
£
Operating Profit reported under UK GAAP 80,161,284
Reversal of Goodwill amortisation 102,795
Operating Profit reported under IFRS 80,264,079
Group
Year ended
31/03/2006
£
Profit for the year reported under UK GAAP 55,445,982
Reversal Amortisahon of Goodwill 102,795
Profit under IFRS 55,548,777
Reconciliation of equity at 1 Apnl 2005 (Date of transition to IFRS)

UK GAAP Effects of IFRS

Transition

to
£ IFRS £

£
Intangibles-Goodwill 1,724,955 - 1,724,955
Intangibles-Software licences - - -
Plant and equipment 3,305,062 - 3,305,062
Deferred taxation 730,218 - 730,218
NON-CURRENT ASSETS 5,760,235 - 5,760,235
Inventones 93,438,310 - 93,438,310
Trade and other receivables 56,811,285 - 56,811,285
Loans and cash advances to banks - - -
Cash at Bank 50,684,591 - 50,684,591
CURRENT ASSETS 200,934,186 - 200,934,186
TOTAL ASSETS 206,694,421 - 206,694,421
Ordinary shares 2,000 - 2,000
Share premium 3,998,000 - 3,998,000
Retained earnings 77,695,370 - 77,695,370
SHAREHOLDERS EQUITY 81,695,370 - 81,695,370
Trade and other payables 108,050,402 - 108,050,402
Current tax hiabilihes 16,948,649 - 16,948,649
CURRENT LIABILITIES 124,999,051 - 124,999,051
TOTAL EQUITY AND LIABILITIES 206,694,421 - 206,694,421
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Reconciliation of equity at 31 March 2006

UK GAAP Effects of IFRS
Transition to
IFRS

£ £ £

Intangibles-Goodwill 1,622,160 102,795 1,724,955
Intangibles-Software licences - 882,120 882,120
Plant and equipment 3,061,793 {882,120) 2,179,673
Deferred taxation 725,693 - 725,693
NON-CURRENT ASSETS 5,409,646 102,795 5,512,441
inventories 126,088,349 - 126,088,349
Trade and other recewvables 140,229,585 - 140,229,585
Loans and cash advances to bank - 37,323,450 37,323,450
Cash at Bank 57,644,682 - 57,644,682
CURRENT ASSETS 323,962,616 37,323,450 361,286,066
TOTAL ASSETS 329,372,262 37,426,245 366,798,507
Ordinary shares 2,000 - 2,000
Share premium 3,998,000 - 3,998,000
Retained earnings 098,141,352 102,795 98,244,147
SHAREHOLDERS EQUITY 102,141,352 102,795 102,244,147
Trade and other payables 149,634,066 - 149,634,066
Financial habilities - borrowings 59,746,152 37,323,450 97,069,602
Current tax habilities 17,850,692 - 17,850,692
CURRENT LIABILITIES 227,230,910 37,323,450 264,554,360
TOTAL EQUITY AND LIABILITIES 329,372,262 37,426,245 366,798,507

Notes

Matenal adjustments required during transition from UK GAAP to IFRS relate to

IAS 7 Cash flow Statements — deposits held with financial institutions meet the qualitative
characteristics of cash or cash equivalents under the new standard and have been restated to be
disclosed as cash and cash equivalents Previously they have been netted off against bank
overdraft or other bank lending facilities with the same financial institution that the deposits are
held with There 1s no impact on the profit and loss for any pertods

IAS 32 Financial instruments Presentation — the loans and cash advances to the Bank of Ireland
group have been grossed up on the balance sheet as 1AS 32 only permits offset where there 15
the abiity and intent to settle balances net UK GAAP only required the ability to offset for
balances to be shown net

IAS 36 imparrment of assets — goodwill amorhsation 1s not permitted under IFRS  Instead an
impairment review must be done each year As a result, the amortisation of goodwill £102,795
per year, actioned in year 2006 under UK GAAP has been reversed to calculate the opening
balance sheet position
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26.

IAS 38 Intangible Assets — computer software licences have been re-classified from plant and
equipment to intangible assets The only difference will be that they will amortise over ther
useful life rather than depreciated as plant and equipment over therr useful Iife

Risk Management

Details of the Group’s risk management policies are given In the section headed “Principal Risks
and Uncertainties” in the Directors Report

29




