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Wirecard Card Solutions Ltd.

Directors” Report

The Directors have pleasura in presenting to shareholders therr first report and the audited financial
statements for the penod from 8" December 2011 to 31 December 2012

1. Business Review

Wirecard Card Solutions was incorporated on 8" December 2011 On 7" September 2012, the UK Fi-
nancial Services Authonty “FSA™ authonsed Wirecard Card Solutions Limited as an Electronic Money
Institution This authonsation is used to operate the former Newcastle Bulding Society Prepaid Card
portfolio under its own license The portfolio was acquired on 21* December 2011 and prior to 7™ Sep-
tember operated by Wirecard Card Solutions under Newcastle Bullding Soclety’s “NBS” icanse as a
credit institution Subsequent to this date Wirecard Card Solutions was granted permission to operate
as an authonzed Electronic Monay Institution by the FSA

Wirecard Card Solutions manages controls and operates the regulated business in accordance with €
money and other legislation relevant to 1ssuing prepald cards For its card distnbution Wirecard Card
Solutions Limited works together with a substanttal number of so called Programme Managers (*PMs"),
which are elther registered as Agents or Distributors of Wirecard Card Solutions Limited with the FSA.

The busness is required to have a minimum level of capital as stipulated by E money regulations and
also holds the E money float that supports the outstanding card balances due to cardholders and mon-
ies owed to redeemers

Dunng 2012 Wirecard Card Solutions Ltd focused on the following main activities

- Becoming a licensed Electronic Money Institution

- Obtaining MasterCard License

= Obtaning Visa icensa

= Maintaining all relationships with migrating PM’s from NBS to Wirecard Card Solutions Limited
= Integration Into the Wiracard Group

The Directors are highly satisfied with Wirecard Card Solutions Limited's performance during its first
year of trading. The company has achieved ali of its strategic objectives and is continung to integrate
well Into the group Wirecard Card Solutions is well positioned to continue to service and grow its port-
folio of Programme Managers.

The Directors do not recommend the payment of a dividend
2. Corporate Structure

Wirecard Card Solutions Limited 15 a part of the Wirecard Group (“Wirecard" or the "Group®) it is a
wholly owned subsidiary of Wirecard AG s utimate German parent and its immediate parent (s Wire-
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card Acquinng und Issung GmbH  Both companies are incorporated in Germany, Wirecard AG 18
stock listed on the TecDax of the Deutsche Bdrse in Frankfurt (Germany)

3. Principal Activities

As an Electronic Money Institution Wirecard Card Solutions Limited's mamn business s to issue prepald
cards and e-wallets throughout Europe (EEA states) Wirecard Card Solutions Ltd holds Principal
Membership licences with Visa and MasterCard (the “Schemes”)

Wirecard Card Solutions Ltd provides its services to PMs, who then distribute card products to con-
sumers m different markets throughout Europe (EEA) Wirecard Card Solutions Ltd has all necessary
passporting nghts in place to perform business activities out of the UK into ail EEA states

4, Financial Position
The net assets of Wirecard Card Solutions Limited as at 31 December 2012 were GBP 14,439K

5. Risk and Uncertainties

Wirecard Card Sclutions Ltd. acknowledges that the effective identification and management of risks
and opportunities across all of its business activities is vital to ensure the delivery of its strategic objec-
tives The Company's approach to risk management I aimed at the early identfication of key risks and
the taking of action to remove or reduce the iikelihood of those risks occuming and therr effect Wire-
card Card Solutions Limited operated a Risk-Based-Approach regarding its PM’'s

Key nsks identified by the Company are

- Ensunng adequate processes and controls

- Retalning appropnately skiled employees

- Comphance with laws, regulations or codes applicable to Wirecard Card Solutions Ltd activities
- Regulatory changes leading to a decline in revenue generated by the PMs

- Financial crime increasing the potential for matenal losses

- PMs' financial haath and PMs’ going out of business

- Pipeline risk

- Achieving business growth objectives or incurnng significant unanticipated costs

WDCS addresses the impact and likeihood of the above mentioned business risks mainly through

- Robust corporate governance

- Systems and processes to perform an exact and accurate reconcihation of momes and pipelines
- Controi mechanisms for processors and PMs

~ Yearly comphance audits for all PMs

- Regularly finance reviews of all PMs

- Financial prefunding, | @ pipeline prefunding

- Momtonng and rule sets
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- Staff workshops and training {continuous)
« IT security

All of which is embedded Into a comprehensive risk management framework in place which is de-
signed to «dentify, measure, manage and mitigate significant risks that could adversely affect WDCS
futura performance, against a pre-defined Rigk appetite.

The company Is exposed to a number of Financial risks including currency exchange, Interest rates,
and risks due to default of credd institutlons which can be seen in further detall in 7.1, of the notes.

6. Risk Manitoring and Reporting
WDCGS risk axposure Is aggregated al the Direclor s level and reported to ils Advisory Board and the
Wirecard AG Risk Commitiee Tha report Is discussed quartecly and on a case-by-case basis.

7. Going Concern

The Directors, having assessed the financlal position of Wirecard Card Solutions Ltd , have no reason
to believe that any matenal uncertalinty exists that may cast significant doubt about the ability of Wire-
card Card Solutions Lid. to conlinue as a going concern.

Wirecard Card Solutions Ltd. has prepared forecasts and projections for the next 12 months which
show that the company has sufficient financial resources to fund the business for the foreseeable fu-
ture,

8. Statement of Directors' Responsibilities

The following statement, which should be read In conjunction with the stalement of the auditors’ re-
sponslibilities on page 8, is made by the directors o explain their responsibilities in relation to the prep-
aration of the financial statements and Directors’ Report.

The directors are responsible for preparing tha Directors’ Raport and the financial statements In ac-
cordance with applicabla law and regulations,

Company law requires the directors to prepars financial statements for each financia) year. Under
company law the directors musl not approve the financial statements unless they are satisfied that they
give a true and falr view of the stata of affairs of Wirecard Card Solutions Limited and of the profit or
loss of Wirecard Card Solutions Limited for that period.
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In preparing the financial statements, the directors are required to

- Select suitable accounting policles in accardance with IAS 8: Accounting Polictes, Changes in
Accounting Estimates and Errors and then apply them consistently;

- Present information, including accounting poticies, in & manner thal provides relevant, reliable,
comparable and understandable Information;

- Provide additiona! disclosures when compliance with the spegific requirements in {FRSs is insuf-
ficlent to enable users to undarstand the Impact of particular transactions, other events and
conditions on Wirecard Card Solutions Limited's financial position and financial performancs,
and

- Slate thal Wirecard Card Solutions Limited has complied with IFRSs, subject to any mateal
departures disclosed and explained in the financial statements.

The directors are responsible for ensuring that Wirecard Card Solutions Limited keeps proper account-
ing records that disclose with reasonabla accuracy at any time the financial position of Wirecard Card
Solutions Limited, in accordance with the Companles Act 2008.

The directors have gensral responsibllity for safaguarding the pssets of Wirecard Card Solutions Lim-
ited and for taking reasonable steps for the prevention and detection of fraud and other imeguiarities,

The directare are satisfied that Wirecard Card Solutions Limited has adequate rasources to continue in
business for the foresesable fulure. For this reasan, the financlal statements are prepared on the going
concem basia.

Disclosure of information to auditors

So far as the directors are aware, there is no relevant audit Information of which Wirecard Card Solu-
fions Limited's auditors are unaware and the directars have taken all the steps thsy ought to have tak-
en as directors to make themsetves aware of any relavant information to establish that Wirecard Card
Solutions Umited's suditors are aware of the Information.

Auditors

A resolution proposing the re-appointment of Emst & Young LLP aa auditors ot Wirecard Card Solu-
tions Limited wiil be submitted at the Annual General Mesting.

Newcastle, April 25, 2013

/

ToL Jen ngs’ Klaus ar
Director Diract:
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF WIRECARD CARD
SOLUTIONS LIMITED

We have audited the financlal statements of Wirecard Card Sclutions Limited for the period
ended 31 December 2012 which compnse the Statement of Financial Position, the Statement of
Comprehensive Income, the Statement of Cash Flow and the Statements of Changes in Equity
and the related notes 1 to 8 The financial reporting framework that has been applied in theirr
preparation is applicable law and International Financial Reporting Standards (IFRSs) as
adopted by the European Union,

This report 1s made solely to the company’s members, as a body, in accordance with Chapter 3
of Part 16 of the Companies Act 2006. Qur audtt work has been undertaken so that we might
state to the company’s members those matters we are required to state to them in an auditor's
report and for no other purpose. To the fullest extent permitted by law, we do not accept or
assume responsibility to anyone other than the company and the company’s members as a
body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement set out on pages 4 and 5,
the directors are responsible for the preparation of the financial statements and for being
satisfied that they give a true and fair view. Our responsibilty is to audit and express an opinion
on the financial statements in accordance with applicable law and International Standards on
Audtting (UK and lrefand). Those standards require us to comply with the Auditing Practices
Board's Ethical Standards for Auditors.

Scope of the audlit of the financlal statements

An audit involves obtaining evidence about the amounts and disclosures in 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 appropriate 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. In
addition, we read all the financial and non-financial information in the Directors’ report to identify
matenal inconsistencies with the audited financial statements, If we become aware of any
apparent matena} misstatements or inconsistencies we consider the implications for our report.

Oplinion on financial statements
In our opimion the financial statements:

» give a true and fair view of the state of the company’s affairs as at 31 December 2012
and of its profit for the period then ended;

» have been properly prepared in accordance with IFRSs as adopted by the European
Union, and

» have been prepared in accordance with the requirements of the Companies Act 2008
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Opinion on other matter prescribed by the Companies Act 2006

In our opnion the nformation given n the Directors’ Report for the financial year for which the
financial statements are prepared is consistent with the financial statements \

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 2008
requires us to report to you if, in our opinion

» adequate accounting records have not been kept, or retums 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 retums,
or

certain disclosures of directors' remuneraton specified by law are not made, or
we have not received all the information and explanations we require for our audit

IOty

Alistair Denton (Senlor statutory auditor)

for and on bebalf of Ernst & Young LLF, Statutory Auditor
Leeds

25 April 2013




Wirecard Cerd Solutions Ltd,

Statement of financial position - Assets

in GBP *000s Notaa Deo. 31, 2012
ASSETS
1. Non-current asaets {3 (2.2)

%. Intangible assets 3.1 23)

Goodwill 6,727

tnternaity generated imangitle assets 168

Otherintanglble assels 860

Custamer retationships 2,681

10,436
2. Property, plant and equipment 0.2). 23}

Other property, plant end equipment 21
3. Financia! and other aasets f interast-bearing securites Q.3.) 2.2} 3
Total non-current asssts 10,650
Il, Current asseto
1. Trada receivables and other receivables 3.4 (23.) 1,382
3. Interest-bearing sacunties and fixed daposita @3.5).2) 5,418
4. Cash and cash equivalents Ba) 3,086
& Cash from customer deposits (3.8) 65,118
Tots] currant essets 74,688
Totsl assets 85,648




Statement of financial pesition ~ Equity and Lisbllitlas

Wirecard Card Solutions Ltd.

mn GBP 000s Notes Dec. 31, 2012

EQUITY AND LIABILITIES

1. hanehoiders’ equity )

1 Subscribed capitat 4.1} 2

2 Share premium {4.2) 14.205

3. Retsined earnings ) 142

Tate! sharehaldera’ aquity 14,439

1. Liabilities o {#)2.2)

! Non-cument Habilities 45)2.3)

Other non-current Habilies ) 228

Datarred tax tabitles {2.4.) 45—

870

2. Curvant llabllities (a.4.), (2.3)

Trade payables 228

Other current provislons 4

Other curment Eabilities 4,856

Customer deposits from banking opsrations 85,118
T 70,208

Total liehilitles 478

Totel sharoholders' equity and (labilitles 85,618

Thess financial statements were approved by the Board of Directors on Apri| 25, 2013 and ware signed

on its behalf by

4
Tom Jafiings4™—" Kidus
Directosl/ Direst
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Wirecard Card Solutions Ltd.

income Statement

n GBP "000s Dec. 08, 2011 -
Notes Dec. 31, 2012
I. Revenues 51)23) 11,952
1l Operating expenses 10,412
1 Cost of services 52) 9,561
2 Personnel expenses 53) 880
3 Amortization and depreclation 141
fit Other operating income and expenses -1,353
1 Other operating income (54) 13
2 Other operating expenses 55) 1,366
Net operating income 187
IV, Profit before taxes 167
V Income tax (56) 45
Vi. Profit after taxes 142
Statement of Comprehensive Income
n GBP 000s Dec. 08, 2011 -
Notes Dec. 31, 2012
Profit after taxss 5) 142
Total comprehensive income 142
Statement of Changes In Equity
tn GBP ‘000s if not No Number of | Share Capital Share | Retained Total
shares issued jNominal value premium earnings Equity
Shares Issued on incorperation 1 o 0 0 o
tssue of share capital of June 1, 2012 929 1 7.820 0 1.0
issue of share capital of August 24, 2012 201 0 1,594 0 4,594
tssue of share caphtal of September 30, 2012 484 1 2,678 o asre
issue of share capital of December 19, 2012 139 1] 1,103 0 1,103
Profit after taxes 0 Q v} 142 142
Balance as of December 31, 2012 1,804 2 14,203 142 14,439

Please referto 4




Statement of Cash Flows

Wirecard Card Solutions Lid.

In GBP '000s Dec 08, 2011
Notes |- Dec 31, 2012
Profit before taxes {5.) 187
Amortization/depreciaticn/write-ups of non-curment assets 14
Changes in Trade receivables and other receivables - 6,782
Changes in othar assets -3
Changes In provisions 4
Changes In non-current fiabilities exciuding financial lablities 925
Changes in trade payables 228
Changes in gther cumrent liabliities 4,858
Elimination of purchase price Habilities and adjustments to net working capital from initial
consolidation (11)8) - 2,425
Cash flow from operating activities 6} - 2,869
Cash pald for investments In Intang!ble assets and property, plant and equipment - 822
Cash pad for the acquisition of antities and investments in consolidated entities {1 1).6) - 7,540
Cash flow from hvesting activities ) - 8,382
Cash received from the issue of shares 14,297
Cash flow from financing activities {8) 14,297
Financial resources fund at the end of pariod {8) 3,068

11
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Notes Wirecard Card Solutions Lid.

Explanatory Notes

1. Disclosures related to the company and its valuation principles
1.1. Business activities and legal background

Wirecard Card Solutions Ltd, with its registered office in Newcastle (United Kingdom) (Reg No.
07875693) was formed at 8. December 2011 and is used to operate the prepaid card business The
company has the authornization {Register No 900051} of the Financial Conduct Authority (FCA) under
the Electronic Money Regulations 2011 for the issuing of Electronic Money The company s an pnivate
company limited by shares.

Business combinations

Prepaid portfolio of Newcastle Building Society

Wirecard Card Solutions Ltd reached an agreement with Newcastie Bullding Society, United Kingdom,
on December 16, 2011, to take over this company’s entire prepaid card issuing business., Newcastle
Building Society’s prepald card portfolio ranks among Europe’s largest.

The cash purchase price totaled GBP 7.5 million Depending on the income generated by the business,
further earn-out payments of up to GBP 1.5 milhon for 2012 and up to GBP 1 0 million for 2013 will
have to be paid On basis of the business plan for the following years the management have recog-
rised the amount of GBP 2,425K.

The card portfolio currently comprises approx 1 5 million prepaid cards 1ssued in six European coun-
tries The employees in Newcastle will continue to be employed by Wiracard Card Solutions Ltd in
order to operate the business In accounting period 2012 Wirecard Card Solutions revenues, cash
flows and results fuily came from the acquired partfolio including the attorney’s costs in connection
with the issue of the license by the Financial Services Authonty (FSA)

The acquisition was performed in two phases and has now been concluded as a result of the formal
recognition by the Financial Sarvices Autharity (FSA) and tha issue aof the licansa to act as an electrortic
money institution

In the first phese, Wirecard Card Solutions Ltd. took over key functions es pant of Newcastle Building
Society’s prepaid card business as an outsourcing service provider In the second phase, from Sep-
tember 2012, Wirecard Card Solutions Ltd. took over control of the company.

As the company was not transferred according to IFRS untl the second phase was executed, the as-
sets and liabilites acquired were not included in the financlal statements until then. The cash purchase
price was carmed as an advance payment for intangible assets and the eam out was not carried as a
hiability unt)] this was the case.
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After approval by the Financial Services Authonty in September 2012, the condions required for
recogmition have now been met As a result, the advance payment 1s no longer carmned and the assets
and liabilities from the purchase pnce are recognized. In addition, the vanable components of the pur-
chase pnrice are carried as habilities

The material assets are custormer relationships or the corresponding issued prepaid cards with their
credit balances (customer deposits) and the corresponding bank balances Wirecard Card Solutions
expects synergies by the business of other group compan:es They expect to offer their services to
existing customers and to use the relationships to get more business

Amounts recorded and fair value per main category
arising from the corporate acquisition Prepaidcard
Portfolio Newcastie

in GBP GO0's Book value Falr value
Cash & cash equivalents 57,6687 57,687
Qther non-current Intangible assets 0 3,238

thereot Customar relationships 0 2,587
Deferred tax liabilities 0 1]
Customer deposits 57,687 57.667
Total identifiable net asssts 3,238
Goodwllt 6,727
Purchase consideration {pald and unpald) 0,965

2. Principles used in preparing the annual financial statements

Wirecard Card Solutions Ltd mostly publishas its figures in thousands of British Pounds (GBP K} The
use of rounding means that it 1s possible that some figures do not add up exactly to form the totals
stated, and that the figures and percentages do not exactly reflect the absolute values on which they
are based

2.1. Principles and assumptions used in preparing the annual financial
statements

Operational envircnment and ‘going concern’ assumption

Wirecard Card Solutions Ltd have assessed the financial postion and have no reason to believe that
any matenal uncertainty exists that may cast significant doubt about the ability of Wirecard Card Solu-
tions Ltd. to continue as a going concern

13
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Notaes Wirecard Card Solutions Ltd.

Wirecard Card Solutions Ltd has prepared forecasts and projections for the next 12 months which
show that the company has sufficient financial resources to fund the business for the foreseaable fu-
ture

Accounting in accordance with International Financial Reporting Standards {IFRS)

The financial statements and the management report have been prepared in accordance with the Inter-
national Financial Reporting Standards (IFRS) and International Accounting Standards ()AS) as adopted
by the EU

Al interpretations valid for accounting penod 2012 by the International Financlal Reporting Interprata-
tions Committee (IFRIC} and the earlier interpretations by the Standing Intemretations Commuttae (SIC)
ware taken into account

Currency translation
The reporting currency is the pound sterling

Judgments, estimates, assumptions

The preparation of the financial statements requires management to make judgments, estimates and
assumptions that reflect the reported amounts of revenues, expenses, assets and liabilites, and the
disclosure of contingent liabilities at the end of the reporting period. However, the uncertainty inherent
in these assumptions and estimates could resuit in cutcomes that require a matenal adjustment to the
carrying amount of the asset or liability affected in future penods In the process of applying the ac-
counting policies, management has made the following judgments which have a significant effect on
the amounts recognized In the financial statements. Forward-looking assumptions, discretionary deci-
sions as well as other substantial sources of uncertainties relating to estimates as at the Statement of
financial position date giving rise to a substantial nsk that an adjustment of the carrying amounts of
assets and liabiittes will be necessary within the following accounting penod are explaned below with-
in the individual items

Classlification

in the Statement of financial position, a distinction is made between non-cumrent and current assets
and liabiities Assets and liabilities are regarded as being current if they are due for payment or sale
within ona year. Accordingly, assets and hahilties are classifled as lang-current if they remain within the
company for longer than one year The income statement was prepared in accordance with the nature
of expense method

2.2. Accounting for financial assets and liabilities
Financial assets and liabilties are reported in accordance with IAS 39 (Financial Instruments: Recogni-

tion and Measurement). As a result, financial assets and liabilihies are recogrized in the Statement of
financial position of Wirecard Card Solutions Ltd. has a contractual right to receive cash or cash equiv-
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alents or other financial assets from some other party or if it has a contractual obhgation to pay habili-
ties to some other party.

According to IAS 39, financial instruments are broken down into the following categones-

- financial assets and liabilities to be measured at fair value through profit or loss
- finanoial investments held until final matunty

-~ financial assets avalable for sale

- loans and receivables

- financial habilties measured at amortized cost

Financial assets

The Wirecard Card Solutions Ltd. classifies its financial assets at the time of first recognition Financial
assets are measured at fair value when first recognized In the case of financial investments not class:-
fied at fair value in profit and loss, transaction costs directly assignable to the acquisition of the assets
are addibonally taken into account

Purchases or sales of financial assets that provide for delivery of assets within a certain period deter-
mined by regulations or conventions applicable to the relevant market (purchases subject to common
market usage) are recognized on the day of trading, i e, on the day on which the Wirecard Card Solu-
tions Ltd entered into the obligation to purchase or sell the asset 1n question

The financial assets comprise cash as well as current deposits, trade receivables, loans and other re-
ceivables as well as unlisted financial instruments and financlal dervatives.,

Loans and recelvables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not listed on an active market Such financial assets are measured at amortized cost using the effective
interest method Gamns and losses are recognized in the incoms statement If the loans and receivables
are taken of the books or impaired or within the scope of amortizations

Impairment of financial assets

The Wirecard Card Solutions Ltd assesses at each reporting date whether there 1s any objective evi-
dence that a financial asset or a Group of financial assets Is impalred. A financial asset or a Wirecard
Card Solutions Ltd of financial assets is only deemed to be impaired if, and only if, there 1s objective
evidence of impairment as a result of one or more events that has occurred after the initial recognition
of the asset (an incurred “loss event”) and that loss event has an impact on the anticipated future cash
flows of the financial asset or the Wirecard Card Solutions Ltd of financial asset that that can be relia-
bly estmated Evidence of imparment may nclude indications that the debtors or a Wirecard Card
Solutions Ltd of debtors 1s experiencing significant financial difficulty, default or delinquency in interest
or principal payments, the probability that they will enter bankruptey or other financial reorganization

15
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Notes Wirecard Card Solutions Ltd.

and observable data indicating that there is a measurable decrease in the anticipated future cash flows,
such as changes in arrears or economic conditions that cermrelate with defaults

Financiat llabllities

The Wirecard Card Solutions Ltd classifies its financial habilties at the time of initlal recognition. Fi-
nancial liabllities are recognized initially at fair value and in the case of loans, plus directly attnbutable
transaction costs.

The Wirecard Card Solutions Ltd. financial liabilibies include trade and other payables, bank overdrafts,
loans, financial guarantees and denvative financial instruments.

Financial guarantee contracts

Financial guarantee contracts issued by the Wirecard Card Solutions Ltd are those contracts that
raquire a payment to be made to reimbursa the holder for a loss it incurs because the specified debtor
fails to make a payment when due in accordance with the terms of a debt instrument Financial guaran-
tee contracts are recognized Initizlly as a liability at fair value, adjusted for transaction costs that are
directly attnbutable to the Issuance of the guarantes. Subsequently, the llability Is measured at the
higher of the best estirnate of the expenditure required to settie the present obligation at the reporting
date and the amount recognized less cumulative amortization

Derecognition

Financial liabilities are derecognized if the obligation on which this liability is based has been fulfilled,
waived or deteted. When an existing financial liabilty is replaced by another financal liability from the
same lender on substantially different terms or the terms of an existing liablity are substantially modi-
fied, such an exchange or modification 1s treated as a derecognition of the original hability and the
recognition of a new habilty, and the difference in the respective carrying amounts 1s recogmzed in the
income statement

Falr value of financial Instruments

The fair value of financial instruments that are traded in active markets at each reporting date 1s deter-
mined by reference to a guoted market price. For financal Instruments not traded 1n an active market,
the farr value is determined using appropriate valuation techniques Such techniques may include using
recent arm’s length transactions; reference to the current fair value of another instrument that 1s sub-
stantially the same, a discounted cash flow analysis or other valuation models

Significant accounting judgments, estimates and assumptions in connection with
financial instruments

if the falr value of financial assets and financial liabilities recorded in the Statement of financia! position
cannot be determined with the ald of data from an active market, it can be measured using other
meathods including the discounted cash flow methed. The input parameters included in the model are
based on observable market data as far as possible i this is not possible, then the determination of
far values represents a discretionary decision to a certain degree. Discrationary decisions relate to
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nput parameters such as liquidity nsk, credit risk and volatity Changes in assumphons regarding
these factors may have an impact on the fair value recognized for financial instruments

2.3. Essential accounting and valuation policies

Accounting for goodwill

The goodwill ansing when a subsidiary 15 acquired or business operations are created corresponds to
the surplus of acquisition costs over the Wirecard Card Solutions Ltd.'s share of the net far value of
identifiable assets, habities and contingent liabiities of the subsidiary or operations at the time of
acquisition. Goodwill 1s accounted for at cost at the time of acquisition and valued 1n subsequent pen-
ods at its cost of acquisition less all accumulated Impairment expenses

The Cash-generating unit is to be subjected to impairment testing on an annual basss. in the event of
any evidence of impairment to a untt, the latter I1s evaluated more frequently If the recoverable amount
of a cash-generating umit 1$ less than the book value or carrying amount of the unit in guestion, then
the impairment expense must inhally be assigned to the carrying amount of any goodwill assigned to
the unit and then allocated pro-rata to the other assets based on the carrying amounts of any such
asset within the unit in question Any impairment charge recognized for goodwill may not be reversed
In subsequent penods When a subsidtary is sold, the amount of goodwill accounted for It i1s taken into
consideration within the scope of determining the profit or loss generated by the sale in question

In accordance with the Wirecard Card Solutlons Ltd 's accounting policies, goodwill 1s assessed at
least once a year for possible impairments The recoverable amount of a business segment to which
goodwill was assigned is determined on the basis of estimates by management. These are effected on
the basis of the vanous products, distribution areas and regions The cash flow foracasts take account
of past experiance and are based on the best estimate by management of future trends, which are
compared with the assessment of external market research companies

The most important assumptions on which the identification of the benefit is based are the following

-~ Risk-free interest rate 2 25 percent

- Market nsk premium. 6 25 percent

= Unlevered beta factor: 0 83

~ Weighted average costs of capital WACC) 7 17 percent

~ Weighted average costs of capita! (WACC) before tax: 8 88

The Company determines these values using valuation methods based on discounted cash fiows
These discounted cash flows are based on forecasts in the form of detaled planming across one year
and rough planning activities that span four years, established on the basis of finance plans approved
by management Cash flows beyond the planning or budget penod are extrapolated with a growth rate
of 1 percent

17
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Notes Wirecard Card Solutions Ltd.

Reference 1s made to No 3.1 "Intangible assets - goodwill” for the breakdown, performance and distn-
bution of the respective goadwill

Accounting for intangible assets

Acquired customer relationships are recognized at cost and amortized using the straight line method
over their expected useful life of up to 10 years In addmion, these are subject to regular impairment
testing, at least once per year. As regards the procedure and essential assumptions, reference is made
to the explanatory notes on accounting for goodwill. Purchased software is stated at costs and amor-
tzed using the straight-line method over the estimated useful lfe of the software, generally five years
Financing costs that can ba directly assigned to the acquisition or manufacture of a qualified asset are
capltafized in accordance with 1AS 23. No financing costs were recognized in accounting period 2012,
The software constituting the Wirecard Card Solutions Lid.’s core operations, most of which was inter-
nally generated, has a longer estimated useful ife and Is amortzed over a period of ten years

Research costs are recorded as expenses through profit or 1oss on the date on which they occur The
costs of development activities are capitalized if the development costs can be reliably determined, the
product or process is technically and commercially viable and a future economic bensfit 1s probable
Initial capitatization of costs is based on the assessment by management that the techrical and com-
merclal viability has been established, as a rule this will be the case where a product development
project has reached a certain milestone in an existing project management model. Morgover, Wirecard
must have the intention and adequate resources to conclude such development and either use or sell
the assst in question Development costs are capitalized in accordance with the accounting method
shown and amortized accordingly over time from the moment the product is ready for use. Buring the
development phase, an annual impairment test Is carried out and assumptions of management are
reviewed The development costs capitalized in the accounting penod totaled GBP 172K.

Accounting for property, plant and equipment

The onginal costs of acquisition or manufacture of property, plant and equipment compnse the pur-
chase pnce including ancillary acquisition costs Expenses incurred subsequently after the item of
property, plant and equipment was deployed, such as maintenance or repair costs, are recognized as
expenses In the period in which the costs arose Financing costs that can be directly assigned to the
acquisition or manufacture of a quahfied asset are capitahzed In accordance with 1AS 23 No financing
costs were recognized in accounting penod 2012,

Office equipment is stated at cost and depreciated using the straight-line method over its estimated
useful life. For computer hardware this period 1s thrée to five years and, as a rule, thirteen years for
office equipment and furniture

Any gains and lesses on disposal of fixed assets are recorded as other operating income and expenses
Maintenance work and minor repairs are charged to profit or loss as incurred.
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Impairment and reversal of intangible assets as well as property, plant and equipment
The useful ife and amortization methods are reviewed annually An imparment charge is made if, due
to changed circumstances, a parmanent impairment Is probable At each balance-sheet date, an anal-
ysis 1s made as to whether there are indications that the value of an asset may be impaired If there are
such indicators, the company estimates the recoverable value of the respective asset The recoverable
amount corresponds to the higher of the value In use of the asset and its fair value less costs of sale
To determmne the value In use, the estimated future cash flows are discounted to thelr present value
using a discount rate reflecting current market expectations for Interest rates and the specific nsks of
the asset In the event that the far value cannot be reliably determined, the value in use of the asset
corresponds to the recoverable amount If the carrying amount of an asset exceeds its recoverable
amount, the asset will be treated as impalred and written down to its recoverable amount Impairment
expenses, if any, are recorded in a separate expensa line item

The necessity of a partial or full reversal is verified as soon as there 1s evidence that the reasons for
impairment charges effected in previous years no longer apply. Any impairment charge previously rec-
ognized must be reversed if, since the last imparrment charge was reported, a change has occurred
regarding the estimates used to determine the recoverable amount. if this is the case, then the carrying
amount of the asset 1s to be increased to its recoverable amount This increased carying amount must
not exceed the carying amount that would have been recogrized after taking account of amortization
or depreciation iIf no impasrment charges had been recognized in previous years Such a value reversal
1s immediately recognized in the profit or loss of the accounting penod Once a value reversal has been
made, the amortization or depreciation charge is adjusted tn future reporting penods in order to distnb-
ute the adjusted camying amount of the asset, less any residual carrying amounts, systematically
across its residual useful life

No impairments and no value reversals were registered in the year under review.

Cash and cash equivalents

Cash in hand and bank deposits are classified as cash, whereas cash equivalents compnse curmrent,
Iquid financial Investments (in particular, fixed-term deposits) that can be converted at any time into
certain amounts of cash and are only subject to neghgible fluctuation sin value In the process. the
actual Intention of cash management is taken into account and only such items are recorded which are
directly related to the availabllty of liquidity for current, operational payment obligations accounts in
the field of acquiring which are partly not held directly but for the account of Wirecard and via which
Wirecard executes payments to the merchants are reported under cash and cash equivalents Not
freely avaslable cash and cash equivalents from lease guarantees amounted to GBP 3K and were clas-
sified as trade and other recevables

Provisions

Provisions are camed if the Wirecard Card Solutions Ltd. has a current (statutory or de facto) obligation
as a result of a past event which means that an outflow of resources with economic benefits to fulfill
the obligation 1s probable and a reliable estimate of the amount of the obligation is possible Provisions
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are reported under liabilties. All prowisions are current in nature and relate to tax prowisions reported
saparately on the one hand and to other current provisions on the other

Expenditure incurred in setting up provisions 1s reported in the income statement Gains resutting from
the reversal of provisions are recognized under other operating income.

Leases with the Wirecard Card Solutions Ltd. acting as lessee

According to IAS 17, in the case of leases the economic ownership of the objects leased is to be as-
signed to the party who bears the essential nsks and has the relevant opportunities associated with the
leasa If the lessor is required to account for (operating) leases, the expenses 1s recorded in 2 straight
line across the duration of the lease relationship If economic ownership is assigned to the Wirecard
Card Solutions Ltd (finance leasing), capitalization will be effacted at the time the use begins, either at
fair value or at the present value of the minimum leasing payments, whichever i1s the lower.

Contingent liabilities and recelvables

Contingent liabilities are not recognized These are isted in the Notes unless the hkelihood of an out-
flow of resources with an economic benefit is very remote Contingent recelvables are not recognized
in the financial statements either They are reported in the notes if the inflow of an economic benefit is
likely to oceur.

Revenue recognition

Revenues are recognized when there s sufficient ewdence that a sales arrangement exists, service has
been performed, the price is fixed or determinable, and it is probable that payment will be received.
Interest is recognized pro rata temporis, using the accrual basis of accounting Operating expenses are
recognized with an impact on profit and loss once the service is utihzed or at the time the cost Is in-
curred. For further information refer to 5 1

Uncertainties regarding valuation

In applying the accounting and valuation methods, discretionary declsions are required to be taken,
The most important forward-looking assumptions as well as other substantlal sources of uncertainties
relating to estimates as at the Statement of financlal positon date giving nse to a substantial risk that
an adjustment of the carrying amounts of assets and habitities will be necessary within the following
accounting penod are explained below

- The measurement of fair values of assets and liabilities as well as the usefu! lives of assets 1s based
on assessments made by management This also applies to the measurement of impairments of
assets compnsing property, plant and equipment, of intangible assets as well as of financial assets
Valuation adjustments are made to doubtful receivables in order to take account of estimated loss-
es arising from Insolvency or unwillingness of customers to pay.

~ In accounting for and valuing provisions, expected obligations represent the key sources of esti-
mates.
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In the event of uncertainties relating to valuations, the best possible findings are used relating to the
circumstances pravailing as at the Statement of financial position date However, actual amounts may
differ from the estimates made The carrying amounts reported in the financial statements and impact-
ed by these uncertainties are listed in the Statement of financial position and in the relevant notes

At the time whan the financial statements were prepared, no substantial changes were expected with
regard to the underlying assumptions on which the accounting and valuation were based. Accordingly,
from the present perspective, no adjustments are expected to be made to the assumptions and esti-
mates or carrying amounts of the relevant assets and habilities in accounting period 2013

2.4. Accounting for and valuation of tax items

Actual income taxes

Actual tax refund claims and tax debts for the current or earhier penods are measured n the amount in
which a refund 15 expected from the revenue authonties or a payment is expected to be made to the
revenue authonties The tax rates and tax laws prevailing on the Statement of financial position date
are used to calculate the amount in question.

Actua! taxes relating 10 tems recognized directly 1n equity are not recognized through profit or loss but
In equity

Deferred tax liabilitles and assets

In accordance with IAS 12 (Income Taxes), deferred tax liabilities and assst are set up accordingly for
all temporary differences between the value of the assets and liabilities in the tax base and those in the
Statement of financial position as well as between the assets of a subsidiary recognized in the finan-
clal statements and the tax base value of the shares in the subsidiary held by the parent company.
Exceptions from this are differences arising in accordance with IAS 12 15 from the tnltal recognition of
goodwill or initial recognition of an asset or habilty in the case of a transaction that is no business
combination and, at the time of the transaction, has no Influence on net profit or loss for the period
under commercial law (before income tax) nor on the taxable result (the tax-related loss) Deferred tax
assets are recognized to the extent that it 1s probable that taxable income will be avallable with which
the deductible temporary difference can be netted. The assessment and valuation of deferred tax as-
sets 15 reviewed at each Statement of financial positon date, taking account of current estimates in
accordance with IAS 12 37 and 1AS 12 56

Deferred tax assets relating to benefits of as yet unutilzed tax loss carry-forwards are capitalized to the
axtent that it can be assumed with an adequate degree of probability that the respective company will
be able to generate sufficient taxable Income in future

Defarred taxes are determined In line with 1AS 12 47 on the basis of the tax rates applicable at the time
of realization or in the future Deferred taxes are carried as tax Income or tax expense In the Income
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statement, unless they relate to items directly recognized under equity with no impact on profit or loss,
in this case, deferred taxes are booked under equity, without impacting the income statement

The calcutation of deferred taxes was based on a United Kingdom corporation tax rate of 24 0 percent

Value added tax

Sales revenues, expenses and assets are recognized after deducting value added tax An exception in
this regard 1s value added tax incurred when purchasing assets or services that cannet be claimed by
the revenue authorities. Such value added tax i1s recogruzed as part of costs of the asset or as part of

expenses. Receivables and habilities are ikewise recogrmized along with the amount of value added tax
included therein

The amount of value added tax refunded by the revenue authorities or paid to the latter 1s netted in the
Statement of financial position under receivables and liabilities. Tax assets and liabilities are netted to
the extent that they relate to taxes imposed by the same fiscal authority on the same company and if
the Wirecard Card Solutions Ltd intends to settle its current tax claims and tax debts on a net basis

Essential discretionary decisions, estimates and assumptions in connection with
taxes

Uncertanties exist with respect to the interpretation of complex tax regulations and the amount and
timing of future taxable income. The Wirecard Card Solutions Ltd establishes provisions, based on
reasonable estimates, for possible consequences of audits by the tax authorities. The amount of such
provisions is based on varlous factors, such as differing interpretations of tax regulations Such differ-
ences of interpretation may arise on a wide varlety of Issues depending on the conditicns prevailing in
the respective of Wirecard Card Solutions Ltd.

Deferrad tax assets are recognized for all unused tax loss carry-forwards to the extent that it 1s proba-
ble that taxable profit will be avallable against which the loss carry-forwards can be utllized Significant
management judgment is required to determine the amount of deferred tax assets that can be recog-
nized, based on the likely timing and the leve! of future taxable profits togetner with future tax planning
strategies
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2.5. Changes to accounting and valuation methods - new accounting
standards with EU endorsement

The IASB and the IFRIC have published the following standards and interpretations that were already
incorporated i EU law within the scope of the comitology procedures but were not of mandatory ap-
piication as yet tn fiscal year 2012 The Wirecard Card Solutions Ltd does not use these standards and
interpretations ahead of time

Amendment to 1AS 1 - Presentation of items of other comprehensive income

The change to IAS 1 leads to a changed grouping of items that are presented under other comprehen-
swe Income Items that are reclassified to earnings for the period at a later date (including profits from
hedging a net investment, currency translation differences from currency translation for foreign opera-
tions, losses and gams from cash flow hedges and from available-for-sale financial assets) are to be
disclosed separately from the tems for which there will be no reclassification (including actuarial gains
and losses from defined benefit pension plans and effects from the ravaluation of land and buildings).
The change only affects presentation and does not impact the Wirecard Card Solutions Ltd.'s financial
position and results of operations This amendment is to be applied for the first time for fiscal years
beginning on or after July 1, 2012, and the Wirecard Card Solutions Ltd will use this m its first annual
report after it came into effect

Amendments to IAS 32 - Offsetting of Financial Assets and Liabilities
The change clarifies the wording “currently has a legally enforceable nght of set-off" In addition, it
adds greater detail to the application of offsetting cnteria in IAS 32 for processing systems (such as
central cleanng agents) which perform gross netting with individual transactions not taking place strmul-
taneously The revised standard 1s to be applied for the first ime for fiscal years beginning on or after
January 1, 2014 and is not expected to have any impact on the financial statements

Amendments to iFRS 7 - Offsetting of Financlal Assets and Liabilities

According to this amendment, an entity must provide information on offsetting nghts and the associat-
ed agreements (e g, hedge agreements). This provides the users of the financial statements with in-
tormation that they can use to assess the impact of offsetting agreements on the entity’s financtal posi-
tion The new disclosures are required for all financial instruments in the financial statements that are
offset according ta 1AS 32 Financial instruments Presentation. The disclosures also apply to financial
instruments carned that are subject to subject to an enforceable master netting arrangement or similar
agreement, irrespective of whether these are offset according to IAS 32 The change ts to be applied
tor the first time for fiscal years beginning on or after January 1, 2013 and Is not expected to have any
impact on the presentation of the Wirecard Card Sclutions Ltd 's financial position, net assets or resuits
of operations

IFRS 13 Fair value measurement
This standard sets out uniform guidelines for identifying falr value This standard does not deal with the
issue of when assets and liabiities are to be or can be measured at fair value, rather it provides guide-

23



24

Notes Wirecard Card Solutions Ltd.

lines as to how the fair value should be properly calculated according to IFRS At present, the Wirecard
Card Solutions Ltd 18 investigating the impact that the new standard is expected to have on the Wire-
card Card Solutions Ltd.'s financial posstion, net asset and results of operations. Inthal reviews suggest
that no matenal impact 1s expected This standard is to be applied for the first time for fiscal years
beginning on or after January 1, 2013

Additional standards and interpretations

The IASB and the IFRIC have published the following standards and interpretations that were already
incorporated in EU law within the scope of the comitology procedures but which are not expected to
impact Wirecard Card Solutions financial statements

= IAS 19 Employee Bensfits (revised}

— |AS 28 Interests n Associated Companies and Jont Ventures (revised 2011)

- IFRS 10 Consolidated Financial Staternents, IAS 27 Separate Financial Statements
— IFRS 11 Joint Arrangements

- IFRS 12 Disclosure of Interests in QOther Entitles

- IFRC 20 Stripping Costs in the Production Phase of a Surface Mine

2.6. Changes to accounting and valuation methods - new accounting
standards with outstanding EU endorsement

The IASB has pubhshed the following standards and interpretations for which application was not yet
mandatory application In fisca! year 2012 These standards and interpretations have not been endorsed
by the EU and are not used by the Wirecard Card Solutions Ltd..

IFRS 9 Financial Instruments: Classification and Measurement

IFRS 9 refiects the first phase in the JASB project 1o replace 1AS 39 and deals with the classification
and measurement of financial assets and financial liabilties according to IAS 39 This standard was to
be applled for the first time for fiscal years beginning on or after January 1, 2013 With the change
published in December 2011 for IFRS 9 Mandatory Effective Date of IFRS 9 and Transition Disclosures,
the date of mandatory first-time application has been shifted to January 1, 2015. In further project
phases, the IASB will deal with hedge accounting and the impairment of financial assets. Application of
the new regulations from the first phase of IFRS 9 will impact the classification and valuation of the
Wirecard Card Solutions Ltd 's financial assets, however it will not Impact the classification and valua-
tion of financial liabilites When the final standard including all phases has been published, the Wire-
card Card Solutions Ltd will be able to quantify the impact in connection with the other phases.
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Improvements to IFRS (May 2012}
The changes from this pronouncement will not have any impact on the financial statements

- IFRS 1, First-tme Apphcation of International Fiancial Reporting Standards Clarification, that a
company which has terminated IFRS accounting and which resolves or is obliged to continue with
IFRS accounting, has the opportunity to apply IFRS 1 again if the company does not use IFRS 1
agamn, it must adjust its financial statements retroactively, as if the use of IFRS had never been ter-
minated.

- |AS 1, Presentation of Financial Statements Clanfication of the difference between voluntary com-
parable information and prescnbed comparable information, which generally spans the prior report-
Ing penod

- 1A% 16, Property, plant and equipment: Clanfication that matenal replacement parts and mainte-
nance equipment which qualify as property, plant and equipment, are not coveared by the applica-
tion provisions for inventones

- |AS 32, Financial instruments Clanfication that income taxes on disbursements to the holders of
equity Instruments are covered by the application provisions of IAS 12 Income Taxes

- IAS 34, Intenm reporting Regulation for the compansen of information on segment assets with the
information on segment liabilities as well as the comparison of information in interim reporting with
the information in annual reporting

- The change from this project is to be applied for the first time for fiscal years beginning on or after
January 1,2013

Additional standards and interpretations

The IASB has published additonal standards and interpretations for which application was not yet
mandatory in fiscal year 2012 These standards and interpretations have not been endorsed by the EU.
They are not used by the Wirecard Card Solutions Ltd and would not have any impact on the financial
statements

-  Amendment to IFRS 1 - Government loans
-  Amendments to IFRS 10, IFRS 12 and IAS 27 - Investment companies
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3. Explanatory notes on Statement of financial position assets

Fixed -asset Wirecard Card Solutions Ltd.

in GBF *000s Net book
Costs valua
Amortization,d
Additions and epreciation
disposals from ard write-
acquisition Addtions | Dec 31, 2012 Additions | Dec 31,2012 | Dec. 31,2012 | downs 2012
Non-current assets

1. Intangible assets

Goodwill 6,727 1} 8,727 0 0 8,727 [}

Internally-

genarated

intangible assets 0 172 172 4 4 168 4

Other intangible

asgets 852 282 934 74 74 860 74

Customer

relationships 2,587 140 2,727 46 48 2,681 46
9,965 594 10,659 124 124 10436 124

292, property, plant and
equipment

Other property, plant

and equipmem 0 228 228 17 17 n 17
Totak 6,965 10,787 141 14 10,647 141

3.1. Intangible assets

Intangible assets compnise goodwill, internally generated intangible assets, other intangibles and cus-
tomer relationships

Goodwill

In accordance with the Wirecard Card Solutions Ltd ‘s accounting policies, goodwill is assessed at
least cnce a year for possible impairments or whenever the need anses {most recently on Decem-
ber 31, 2012) The determination of the recoverable amount of a business segment {cash-generating
unit) to which goodwill was assigned is based on estimates by management These take account of the
prevailing general economic conditions The Company determines these values using valuation meth-
ods based on discounted cash flows

Goodwill increased in accounting penod 2012 as a result of the consohidation of the prepaid card port-
folio of Newcastlo Bullding Society totals GBP 6,727K.
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For information on goodwill, please refer to the statement of changes in non-current assets

Internally generated intangible assets

In accounting penod 2012 internally-generated software was developed and caprtalized in the amount
of GBP 172K It 1s wntten off using the straight-line method over its anticipated useful economic iife of
18 ten years.

Other intangible assets

Other intangible assets, In addition to the software for the individual workstations, essentially relate to
software These will be amortized using the straight-ine method The relevant period ranges from three
to ten years

Customer relationships

Customer relationships refer to acquired customer portfolios The acquisitions made by Wirecard fo-
cused on acquiring regiona! customer relationships in order to expand the market position with the
acquisthions made Further information on the business combinations can be found in 1 1 Business
activities and tegal background - business combinations

3.2. Property, plant and equipment

Other property, plant and equipment

Property plant and equipment comprises office and business equipment It 1s stated at cost and depre-
ciated using the straight-ine method over its estimated useful life For computer hardware this period
is three to five years and, as a rule, thirteen years for office equipment and furniture The main increas-
es In this tern are due to investments in the new office.

Any gains and losses on disposal of fixed assets are recorded as other operating iIncome and expenses,
respectively Maintenance and minor repairs are charged to profit and loss as incurred.

3.3. Financial and other assets / interest bearing securities
Financial and other assets on December 31, 2012 totaled GBP 3K.

3.4. Trade receivables and other receivables
The transaction volume of the Wirecard Card Solutions Ltd. 1s also reported under the item Trade re-
cewables as a recevable from credit card organizations and program manager At the same time, these
business operations give nse to customer deposits from banking operations, amounting to the transac-

tion volume less our charges

In determining the value of trade racelvables, each and every change in credit standing is taken into
account from the date on which deferred payment was granted up to the balance-sheet date The
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present value of the trade receivables 1s the same as the carryng amount Addittons in the accounting
penod are reported in the income statement under other operating income and reversals under other
operating expenses Moreover, due to currency translaton factors, receivables in foreign currency were
revalued with an 1impact on expenses at the exchange rate prevailing on the Statement of financial
position date

3.5. Interest-bearing securities and fixed-term deposits

To improve its interest iIncoma, apant from investing in vancus interest-beanng secunties, the Wirecard
Cerd Solutions Ltd. has also invested in fixed-term deposits All investments were only concluded with
banks or counterparties that meet the creditworthiness requirements from the Wirecard Card Sclutions
Ltd 's own risk evaluation and - to the extent that external ratings are available - are assessed as hav-
ing a mimmum creditworthiness risk by well-known ratings agencies Fixed-term deposits have been
transferred as collateral for credit card acquinng for the duration of the business relationship in the
amount of GBP 3,764K Fixed-term deposits with a term of more than three months are disclosed un-
der “Interest-bearing securties and fixed-term deposits®, which reduces the item Cash and cash
equivalents Fixed-term deposits with a term of up to three months are disclosed under the item Cash
and cash equivalents

3.6. Cash and cash equivalents/Cash from customer deposits

The item Cash and cash equivalents GBP 68,184K includes cash in hand and bank balances {demand
deposits, fixed-term deposits with a term of up to three months and overnight deposits)

Thereof GBP 65,118K relates to customer deposits and are shown separately That position corre-
sponds with the position Customer deposits on the habilities That amount is restricted by reguiatory
requirements of an electronic money stitution and is held on behalf of customers
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4, Explanatory notes on Statement of financial position equity and
liabilities

As regards the development of Wirecard Card Solutions Ltd equity for agcounting period 2012, further
particulars in addition to the following explanations are provided 1n the table “statement of changes In
equity”

4.1. Subscribed capital

The company’s subscnbed capital increased by GBP 1,803 to GBP 1,804 and compnses 1,804 no-par
value bearer shares based on a notional common stock of GBP 1 00 per share. Please refer to table
*Statement of Changes in Equity”

4.2. Share premium accounts

In 2012, Wirecard Card Solutions Ltd resclved a camtal increase of 1,804 new shares, by Wirecard
Acquiring & Issuing GmbH (100% share holdar) The shares had a premium of GBP 7,929 As a result
the capital reserve increased in the penod under review by GBP 14,295K and on December 31, 2012
this totaled to that amount

4.3. Non-current liabilities

Non-current habiliies break down into non-current interest-bearing liabilities, other non-current fiabili-
ties and deferred tax habiliies

Other non-current liabilities
Other non-current llabilities on December 31, 2012 the nen-current portion of earn-out components in
the amount of GBP 925K

Deferred tax liabilities

Defarred tax liabilities, amounting to GBP 45K related to temporary differences between tax base and
the financlal statements according to IFRS and are reported under non-current liablirties. As regards
the tax reconciliation account and the trend relating to deferred taxes, reference is made to the further
details under 5 6. Income taxes and deferred taxes

4.4. Current liabilities

Current liabiities are classified into trade payables, interest-bearing liabiliies, other provisions, cus-
tomer deposits from banking operations of Wirecard Card Solutions Ltd and other Liabilities.

Trade payables
Trade payables are owed chiefly to suppliers
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Curvent provisions
Provisions are generally short-term in nature and and are anticipated to be used In the first half of 2013.

Statement of changes in provisions

in GBP ‘0003 Addition | Dec. 31, 2012
Cther provisions 4 4
Othar current provisions 4 4
Other current ilabilities

Other liabilities 1n the amount of GBP 4,856K accrued liabllties, includes current purchase pnce habili-
ties {GBP 1,500K) from variable remuneration for M8A transactions In addition, this item includes la-
bilities from payment transactions (GBP 2,889K), wages and salanes and social security. It also m-
cludes Intercompany balances in the amount of GBP 193K

Customer deposits from banking operations
This ftem includes customar deposits in the amount of GBP 65,118K.

Maturities
The maturity structure of other liabilites (excluding deferred tax liabilities) is as follows

Maturity Structure 2012

more than 5
in G8P *000s up tc 1 year 110 5 years years
Trade payables 228 0 0
Customer deposits 65,118 0 0
Other liabilities and provisions 4,880 025 1]
Total 70,208 825 0
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5. Notes to the income statement
5.1. Revenues

Sales revenues are generated particularly through the business of prepaid cards. There interchanges
are generated, for which Wirecard Card Solutions Ltd receives a volume-dependent fee from credit
card organizations. Moreover, Wirecard Gard Solutions Ltd. offers sales partners In the B2B division
co-branding programs in the card-issuing division, for which it not only earns & fixed charge, but also
generates sales revenues within the scope of the card agreements entered into

5.2. Cost of services

The cost of services essentially compnses charges of the credit card issuing banks {interchange),
charges to credit card comparies (e.g MasterCard and Visa), transaction costs as well as transaction-
related charges to third-party providers. The cost of services includes expenditure compnsing Inter-
change and in particular processing costs from external service providers, from production, personal-
zation and transaction costs for prepaid cards and the and the payment transactions performed with
these cards, as well as account management and transaction fees for managing customer accounts

5.3. Personnel expenses

Personnel expenses in accounting penod 2012 totalled GBP 852K, compnsing salaries amounting to
GBP 746K, and social security contributions in the amount of GBP 106K. The position was adjusted by
the own work capitalized in the amount of GBP 172K In the period under review Wirecard Card Solu-
tions had an average of 28 employees

5.4. Other operating income

The item other operating income includes income from contractual relationship and income from cur-
rency conversion
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5.5. Other operating expenses

Breakdown of other operating expenses

Other operating expenses
n GBP 000s Dec 08, 2011 -
Dec 31, 2012
Legat and financial statement costs 925
Office expenses, Equipmant & Leasing 129
Sales and marketing 161
Insurances, contributions and dutles 38
Gther 112
Total 1,368
5.6. Income tax expense and deferred taxes
Taxation
in GBP 000s NNM2/2012
32 Profit before taxes 187
Tax at UK standard rate of corporation tax on PBT of 24% -45
Expansas not deductable 1
Changs In rate adjustment -1
Incoms tax expense reported - 45

The Finance Bill 2012 was substantively enacted on the 3 July 2012. The reduction to the standard
rate of corporation tax from 24% to 23% will be effective from 1 April 2013. Accordingly the deferred
tax balance at 31 December 2012 has been stated at 24% A further rate reduction has been an-
nounced in the March 2013 budget which will reduce the tax rate to 21%6 in 2014 and 20% by 2015.
These additional changes will be enacted separately The maximum effect on deferred tax of the reduc-
tion in the UK corporation tax rate to 20% Is expected to be GBP8k.
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Deferred tax are as follows

Recognised deferred taxes

in GBP '000s 31/12/2012
Losses -38
Intangible fixed asset temporary differences 83
Deferred tax fiabilities 45

On the liabtities side, these relate to assets to be recognized at a lugher value than in the tax base (e g.,
internally generated, capitalized software) which reverse in the course of time The basis of the tax
reconciliation account 1s 24 0 percent

6. Notes to the cash flow statement

The Wirecard Card Solutions Ltd 's cash flow account is prepared in accordance with IAS 7 (State-
ments of Cash Flows) It discloses the cash flows in order to show the source and applicatlon of cash
and cash equivalents In doing so, it distinguishes between changes in cash flows from operating,
investing and financing achivitles

7. Other notes
7.1. Risk reporting

Wirecard Card Solutions Ltd s exposed to risks within the scope of its ordinary business activities
The risk categones are the ones specified in the chart below. All risks may lead to individual or even all
imtangible assets having to be subjected to impairment charges, resulting in a negative earnings situa-
tion. The company's policy is to mitigate these risks by entenng into hedge transactions The deploy-
maent of these Instruments within the scope of the risk management system Is governed by Wirecard
Card Solutions Ltd directives that set [imits based on underlying transactions, define approval proce-
dures, exclude the conclusion of denvatives for speculative purposes, mitigate credit risk and govern
internal reporing and the separation of functions Compliance with these directives and due and prop-
er processing and evaluation of transactions are processes that are verified on a regular basts, subject
to a separation of functions All investments and derivatives transactions were only concluded with
banks that meet the high creditworthiness requirements from the Wirecard Card Solutions Ltd 's own
risk assessments and - to the extent that external ratings are avallable - have been categorized as
having a mimmum creditworthiness nsk by well-known ratings agencies
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Overview of risks
Risk catagories meples

L=conornlc risks, risks arising from the general competitive situation for
Business risks the Wirecand Card Solutions Ltd and its customers

Parsormel risks, risks of product innovations and risks arising from the
Operational risks Lisa of third-party services

Risks arising fram the operation and des!gn of [T systerns as wefl as
Fisk in connecticn with the confidentlality, avallabitity and Integrity of
Intormation and IT risks pdata

Risks of exchange and Interest rate fluctuations, risks arising from
Financial risks redit institutions defaulting

Risks of return debits, risks arising from default in payment obligations
b! customers of the Wirecard Card Soiutions Ltd as well as of card

Payment risks hokdars

Risks arising from changes to the legal and regulatory framewark as
Legal and regulatory risks lvell as risks arising from Iitigation and license rights

Environmental and reputation nsks as well a3 risks arising from
Other risks Pmetpencles
Interest risks

The Wirecard Card Solutions Ltd. has substantial liquidity at its disposal for Investments in demand
and time deposits and/or overnight (call money) accounts with well-known banks. The interest payable
on these investments 1s based on the interbank money markst interest rate of the respective invest-
ment currency, less a margin customary among banks The interbank money market interest rates may
be subject to fluctuations which may impact the eamnings realized by the Wirecard Card Solutions Ltd.

A reduction of the interbank money market rates of relevance for the Wirecard Card Solutions by half a
percentage point, based on a total investment amount of approx GBP 85 million in line with the portfo-
ho as of December 31, 2012, would result in unrealized income amounting to EUR 0.33 milhon Accord-
ingly, an increase by half a percentage point would produce additional income of EUR 0 33 million

No derivative hedge instruments (e g., interest-rate swaps, forward rate agreements, etc) were do-
ployed in the year under review

Hedging currency risks

Currency risks exist in particular where receivables, liabllities, debts, cash and cash equivalents and
planned transactions exist or will arise in & currency other than the local currency of the company This
impacts Wirecard Card Solutions. Ltd. which generates a part of their revenues n foreign currancles.

The use of derivative financial instruments is subject to strict internal controls effected within the scope
of machanisms and uniform dewectives fixed on a centralized basis. These Instruments arg used solely




Wirecard Card Solutions Ltd. - Notes

for nsk control/nsk mimmization purpeses and not in order to generate any income from anticipated
currency trends Wirecard Card Solutions Ltd did not have any cumrency options for fiscal 2012 and i
its portfolio for fiscal year 2013

Hedging liquidity risks

The primary objectives of finance management are to secure a comfortable liquidity situation at all
times along with operational control of financial flows Management controls liquidity nsks by keeping
appropriate inventories of cash and cash equivalents, credit lines with banks and by constantly moni-
toring the cash flows forecast and reconciling these with actual cash flows The Wirecard Card Solu-
tions Ltd. nvests amounts of non-required liquidity in demand and time deposits, overnight call money
Risks may anse due to a liquidity shortage on account of rmsmatches occurring between the fixed
investment term and the time at which liquidity Is required. Seeing as only the base volume of iquidity
less a substantial security reserve i1s invested, the Management Board assumes that the risk is low

Undiscounted cash flows according to
contractually agreed payment dates

as at December 31, 2012
in GBP ‘000s morethan &

Up to 1 year 1to 3 yeors years Total
Other liablities - 4,856 - 825 0 - 5,781
Trade payables - 228 0 0 -228
Customer deposits - 65,118 0 0 - 85,118
Interest-bearing securitles ~assets - 5,419 0 0 5418
Cash from customer deposits 65,118 o 0 85,118
Cash and cash aquivalerts 3,088 0 1] 3,088

Debtor risks

To counteract the nsk of business partners of the Wirecard Card Solutions Ltd defautting on their con-
tractual payment obligations, these customers are subjected to a comprehensive credit rating and
hquidity analysis before entering into business relations with them This also applies to the rewiew of
business relations with commercial banks and merchants

Payment flows of merchants are monitored on a regular basis and recevables outstanding are continu-
ally tracked by the Company's intemal debtor and liquidity management system

The maximum risk of default of financlal Instruments s their carrying amount. In the event of identifia-
ble concerns relating to the value of receivables, the latter are subjected to specific valuation adjust-
ments or derecognzed without delay, and the risks are booked with an impact on profit or loss
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Risks due to default of credit institutions

The free hquidity invested in demand deposits and overmght (call) money with credit mstihutions could
also be endangered « these credd institutions suffer from insolvency or financial difficulties The Wire-
card Card Solutions takes account of this risk both through strict conscientious review of counterparties.
In additlon te specific credit rating and profitabliity data relating to the relevant counterparties, If external
ratings are available these also enter into the review carried out by the Wirecard Card Solutions

On account of the measures adopted as well as the high requirements regarding
counterparties, the Management Board assesses as low the nsk that Wirecard's deposits might be lost
as a result of the insolvency of the credit institutions engaged

7.2. Capital risk management

The Wirecard Card Solutlons Ltd. controls its capital with the objective of maximizing the sharahotders’
return by optimizing the ration of equity caprtal to borrowed capital In doing so, it ensures that Wire-
card Card Solutions Ltd can operate as a going concem. In partcular, Information is paid to banking-
specific regulation requirements, such as compliance with equity capital limits, being adherad 1o in the
entire course of business The Wirecard Card Solutions Ltd.’s capital structure consists of debts as well
as the equity to which the providers of equity capital of the parent company are entitled, Equity com-
prises shares 1ssued, capital reserves, revenue reserves and tha currency translation reserve. The ob-
jectives of capital management are to secure operations as a going concern along with an adequate
return on equity, For implementation purposes, debt or equity 1s compared with total capital.

Following the successful organic growth last year and the transactions performed in 2012, the compa-
ny aims to malntain a comfortable equity ratio for fiscal years 2013 and 2014 In keeping with the cur-
rent financial structure, future investments and potential acquisitions will erther be financed by sourcing
the company's own cash flow, or by moderate deployment of borrowed funding or alternative forms of
financing. Potentlal acquisitions will also continue to be analyzed and assessed undsr strict canditions
in future; In the process, the focus will he especlally on profitability and a sensible supplementation of
our existing portfolio of products and customers,

Capital 1s momitored based on economic shareholders’ equity. Economic shareholders' equity Is the
balance-sheet equity Berrowed capital is generally defined as non-current and current financial obliga-

tions, provisions and other liabilities,

The Wirecard Card Solutions Ltd reviews Its capital structure on a regular basts.
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Capital structure

1 GBP 000s (whers not 10 %)

Equity 14,439
Equity in % of total capital 16 8%
Uabilities 71,176
Liabikties in % of total capstal 83 1%
Total capitat (aquity and Habilities) 85,615

7.3. Other obligations

The Wirecard Card Solutions Ltd. entered into leases for office space and other leasing agreements.
The annual payments from these agreements over the next five years are as follows

Other financlal obligations

in GBP '000s 2013 2014 2015 2018 2017

Annual commitments 98,5 89,7 88,7 89.7 7.5

There are no further obligations after the penod of 5 years

7.4. Financial relations with related companies

In the accounting penod 2012, agreements were in place among vanous companies in the Wirecard
Card Solutions Ltd . In addition, reference 1s made to Section 8 4 Related party transactions
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8. Additional mandatory disclosures
8.1. Parent Company

The company's parent 1s Wirecard Aquiring & Issuing GmbH, a company registered in Germany. The
onty company in which the results of the company are consolidated is that headed by Wirecard AG.

8.2. Management

The following persons were employed as members of the Managing Directors at Wirecard Card Solu-~
tions Ltd

Tom Jennings, Managing Director since December 9, 2011

Klaus Krdger, Managing Director since December 9, 2011

Remuneration paid to the Managing Directors

In accounting period 2012 the emoluments of the Managing Directors, i e, the total remuneration dur-
ing the accounting period for the duration of the individual person's tenure on the Managing Directors,
inctuding amounts not yet disbursed for vanable remuneration (GBP 180K) amounted to GBP 380K

No loans were made to members of the executive bodies during the accounting period

8.3. Auditors’ fees

In the accounting penod, the auditor's fees to Emst & Young LLP (UK) were for audit of the annual

financial statement GBP 54,500 recorded. The non-deductible value added tax amounting to GBP
10,900 is non-included in the auditors’ fees




8.4. Related party transactions

Related parties

Wirecard Card Solutions Ltd. - Notes

In accordance with IAS 24 (related party disclosure), persons closely related to Wirecard Card Solu-
tions Ltd are the members of the Management Directors along with their family members In the ac-
counting period 2012 the following lega! transactions were entered into by Wirecard Card Solutions Ltd.
with a related company indicated above or at the insistence or in the interests of one of such compa-

nes

Legal transactions with impact on P&L

Reilatad party/ related entity

Type of
tegal

relationship

Expenditure
In GBP Q00s

Liability as at
December 31,
2M2in

GBP 000s

Exptanatory note

Wirecard Aquiring & issulng GmbH

Services

126

128

Wirecard Aquiring & tssuing GmbH
is engaged as a service provider for
Wiracard Card Solutions Ltd and
recsivad remuneration based on

dally rates.

Wirecard AG

Services

133

Wirecard AQ Is engaged as a
sarvice provider for Wirecard Card
Solutions Ltd. and received
remuneration based on dally rates

Wirecard Bank AG

Sarvices

310

Wirecard Bank AGQ ls engaged as a
service provider for Wirecard Card
Soiutions Ltd and received

remuneration based on daily rates.

Whirecard Technologles GmbH

52

18

Wirecard Technotogies GmbH Is
engaged as a service provider for
Wirecard Card Solutions Ltd and
recelved remungration based on
daily rates

Wirecard UK & lreland Ltd

Services

Wirecard UK and Irefand Ltd i
engaged as a service providar for
Wirecard Card Solutions Ltd. and
received remuneration based on
daily rates

The exchange of goods, services and payments is effected on an arm’s |ength basis These arm's
jength conditions are documented and monitored on a reguiar basis, any adjustments required are

made without delay.
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Legal transactions with an Impact on assets and liablilities

Redated person/ related ontity Liability as at
Type of Nominal | December 31,
fegal | amountin 2012in
relationship GBP 000s QBP 0003 { Explanatory note
Wirecard Aquiring & issuing GmbH
is engaged as a service provider for
Wirecard Card Solutions ftd and
recelved remuneration based on
Wirecard Aquinng & Issuing GmbH Services g 6 | daly rates.
Wirecard Technologles GmbH Is
engaged as a service provider for
Wiecard Card Solutions kd and
received remuneration based on
Wirecard Technologies GmbH M-Equipmeant 165 42 | dally rates.

8.5. Events after the period under review

Events after the period under review, providing addittonal information on the Company’s position as at
the balance-sheet date {(events required to be taken into account) have been Inciuded in the financial
statements Events not to be taken into account after the balance-sheet date are reported in the Notes




