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MASTERCARD EUROPE SERVICES LIMITED

Strategic report
For the year ended 31 December 2018

The directors present the strategic report of Mastercard Europe Services Limited ("the Company") for the year ended
31 December 2018.

Principal activity

The principal activity of the company is to act as holders of Mastercard's European product intellectual property
assets. The Company is an operating company supporting Mastercard's European business and has a profit share
agreement with Mastercard Europe SA. The activities were unchanged during the year and no significant changes to
the principal business are expected in the forthcoming year.

Review of business, future outlook and key performance indicators

The Company results are set out in the Statement of comprehensive income on page 8. The Company Statement of
financial position is set out on page 9.

The Company measures and monitors a number of key performance indicators, the most important of which is profit
before income tax.

The Company's profit befare income tax for the year was €546,010,000 (2017: €681,520,000).

The profit before income tax decreased due to reduction in the profit share with Mastercard Europe SA as a result of
litigation activities during the year.

The Company's net assets (being total assets less total liabilities) at the year end were €1,075,595,000 (2017:
€1,775,213,000). The net assets have reduced due to dividends paid out during the year.

Principal risks, financial risks and uncertainties.

All businesses are subject to risk and many individual risks are macro-economic or social and common across many
businesses. Many risks are to a greater or lesser degree controllable, but some are not controllable. Through its
internal risk management process, the Company identifies business specific risks. It classifies the key risks as those
which could materially damage the Company's strategy, reputation, business, profitability or assets and these risks are
listed below. This list is in no particular order and is not an exhaustive list of all potential risks. Some risks may be
unknown and it may transpire that others, currently considered immaterial, become material.

Commercial relationships
The Company is exposed to changes in relationships with both customers and suppliers. It is a key task for the
operational management in each business. unit to maintain and develop relationships with customers and suppliers.

Foreign exchange risk
The Company incurs minimal costs in currencies other than GBP and EUR. The directors consider the exposure to
foreign exchange variances to be minimal.

Regulation and compliance nisk

The Company has a dedicated team to set policy and ensure compliance with Anti Money Laundering (AML) and
other legal, regulatary and licensing requirements, including launches in new countries. Money Laundering Reporting
Officers (MLRO's) are employed to implement policies and monitor transactions.

Brexit risk

in a referendum held on 23 June 2016, the United Kingdom (‘UK') resolved to leave the European Union ('EU'). The
referendum result may affect the Company's risk profile through introducing potentially significant new uncertainties
and instability in financial markets as the UK negotiates its exit from the EU.

Technology risk
The unavailability of our systems or infrastructure needed to meet our business requirements is a risk to the
Company. The Company has a dedicated team to monitor this risk.

Litigation risk

Although the Company has not been directly named in any litigation actions, there are risks related to the litigation
actions for which Mastercard Europe SA has been named that may have an impact on the future operating results of
the Company. This is because the potential litigation costs for Mastercard Europe SA will have an negative impact on
its resuits, which will impact the profit share agreement it has with the Company.




MASTERCARD EUROPE SERVICES LIMITED

Strategic report (continued)
For the year ended 31 December 2018

Principal risks, financial risks and uncertainties (continued)

UK merchant litigation

Beginning in May 2012, a number of retailers filed claims or threatened .litigation against certain Mastercard
companies (including the Company) seeking damages for alleged anti-competitive conduct with respect to
Mastercard's cross-border interchange fees and its UK and Ireland domestic interchange fees.

In January 2017, Mastercard received a liability judgment in its favour on all significant matters in a separate action
-brought by ten,of the.UK.Merchant claimants. Three.of the U.K. Merchant clarmants appealed the judgment, and
thése; appeals were ¢ombined. with- Mastercard s:appeal of a. 2016 judgment in'favour of :one UK 'merchant.. In- July
‘2018, ‘the UK. appellate court ruléd” agamst .both, Mastercard and-Visa on' two' of* the three ‘légal rssues berng;
‘consrdered concludmg that UK mterchange rates restricted competltron and that they were not objectively. necessary
*for the' payment networks. The appellate court sent the cases back to trial for reconsrderatlon on the remaining issue
concerning the “lawful”‘lével of ! |nterchange Mastercard; and Visa have 'been granted- permission to’ appeal:the-
. appellate court ruling: to the UK Supreme’ Courtr Mastercard: expects the litigation. process to be delayed pendlng ithe:
resolution of rts appeal to:the. UK Supreme Court

In. September 2016,.a proposed collective action was filed in the United Kingdom on behalf of UK consumers seeking,
damages for intra-EEA and domestic UK |nterchange feas that were allegedly.passed-on to consumers by.fMerchants
.bétween 1992 _and 2008. The complarnt which seéks to: leverage thetEuropean Commission's 2007 decision. on.
intra- EEA mterchange fees, clarms damages in an amount that exceeds £14billion. In July 2017, the trial court ‘denied
the’ plamtlffs appllcatlon for the case to’ proceed asa colleotrve actlon “In April 2019, the UK appellate court granted
the plaintiffs'" appeal of the trial .court's:decision and sent'the, case back: to the trial court for-a re-heanng on the:

» plaintiffs'. collective action application. Mastercard has been granted permrssron to appeal the: appellate court ruling to.
the UK Supreme’ Court and expects oral 'argiment on that appeal to occur in 2020:

asterca i case wrlh Euro ean Commrss:on

'In July 2015; the European Commrssuon ("EC") rssued a Statement of Objectrons refated to Mastercard's. rnterreglonal
interchange fees -and central acqumng rdle within the European Economic Area (the "EEA"). TheStatement, of.
'Objections, which followed an investigation opened in 2013, included preliminary conclusions concerning the alleged
anticompetitive effects of these practices. In December 2018, Mastercard announced the anticipated resolution of the
EC's investigation. With respect to interregional.interchange fees, Mastercard made a settlement proposal whereby it
.would make changes to its interregional interchange fees. The proposed settiement is subject to market testing by the
EC before it is made binding in an EC decision. The EC has announced that Visa has entered into a parallel proposed
‘seftlement..

In addition, with respect to.Mastercard's historic central acquiring rule, the EC issued a negative decision in January
2019. The EC's negative decision covers a period of time of less than two years before the rule’s modification. The
rule was modified in late 2015 to comply with the requirements of the EEA Interchange Fee Regulation. The decision
does not require any modification of Mastercard's current business practices but includes a fine of €571million, which
‘was paid in April 2018. The €571million fine was paid by Mastercard Europe SA.

This report was approved by the board on. 22 ﬁ@M'f 2019 and signed on its behalf.

Q&N&

/
Justm tuart Goddard

=




MASTERCARD EUROPE SERVICES LIMITED

Directors' report
For the year ended 31 December 2018

The directors present their report and the audited financial statements of the Company for the year ended 31
December 2018.

Directors
The directors who held office throughout the year and up to the date of this report are:

Mark David Ashely Barnett

Justin Stuart Goddard

Scarlet Pereira (appointed 15 May 2019)
Timothy - Gerard Berger (resigned 15 May 2019)

Directors' indemnities

. As'permitted by the Atticles of Association, the Directors have the benefit of an indemnity which is a qualifying third
party indemnity provision.as defined by Section 234 of the Companies Act 2006. The indemnity was in force
throughout last year.and is currently in force. The Company also purchased and maintained throughout the year
Directors’ and Officers’ liability insurance in respect of itself and:its Directors.

D'lvidends .

The directors declared and paid the following dividends during the year, 22' March 2018 €1,000,000,000 being
€1,000,000,000 per ordinary share, 22, August 2018 €8,710,000 being €8,710,000 per ordinary share and 29
November 2018-'€147,527,000 being €147,527,000 per ordinary share (2017: €155,000,000 being €15,500 per
ordinary share). During the year, there was a capital reduction, see note 16.

Financial risk management

The Company has limited exposure to financial risk as all material financial instruments are with Companies within the
group headed by Mastercard Incorporated, its ultimate parent company. The Company's management of financial risk
is'included in the strategic report.

Future developments
The nature of the,bhsinese is not expected to change going forward.
Going concern

In preparing the’financial statements the -directors have taken into account all.information that could reasonably be
-expected to be available for the following 12 months. from the date of signing the financial statements and beyond .
They ‘have -considered the Company's ongoing cash. requirements, and on this basis, they consider that it is
appropnate to prepare the financial statements on the going concern basis:

Employees

The Company is committed to employment policies, which follow best practice, based on equal opportunities for all
employees irrespective of sex, race, colour, disability or marital status. The Company gives full and fair consideration
to -applications .for employment’ from.dlsabled persons, having regard to their particular aptitudes and’ abilities.

-Appropnate ‘arrangements are made for the continued employment and training, career development and promation of
disabled ‘persons *employed by- the: ‘company. If' members .of staff become disabled the company continues:
Aemployment either in the same or an alternative position, with appropriate retraining being given if necessary. Details
-'on the number of persons employed and their gross remunerations are contained in note 6 to the financial statements

'_Employee involvement

The Company systematically provides employees with information on matters of concern to them, consulting them or
their representatives regularly, so that their views can be taken into account when making decisions that are likely to
affect their interests. Employee involvement in the Company is encouraged, as achieving a common awareness an
the part of all employees of the financial and economic factors affecting the Company plays a major role in
maintaining its business.




MASTERCARD EUROPE SERVICES LIMITED

Directors' report (continued)
For the year ended 31 December 2018

Events after reporting date

On 25 February 2019, the Company has declared and paid an interim dividend of €500,000,000, being €500,000,000
per ordinary share.

On 12 April 2019, the Company declared and paid a dividend of €252,341,965, being €252,341,965 per ordinary
share.

On 6 June 2019, the Company declared and paid a dividend of €194,448,863, being €194,448,863 per ordinary share.
‘On-1 July 2019, the Company declared and paid a dividend of €11,161,498; being €11,161,498 per ordinary share.
State’ﬁ\éﬁt ‘of dir'eét‘ors' responsib?iities

iThe directars -are responsible for ‘preparing the Annual Repart and the fmant:lal statements -in+accordance with
applicable law and regulation

Company law requires the-directors to prepare fi financial statements for each financial -year. "‘Under that law the:
“directors have prepared the financial statementsin accordance with United Kingdom Generally Accepted Accountmg
‘Practice - (United Klngdom Accountmg Standards, comprising FRS 101 "Reduced Disclosure Framework"; and’
applicable Iaw) Under company law the directors must not approve the fi nancial statements unless they are satisfied’
that they give a true and fair view of the state of affairs of the company and of the profit or loss of the company for that
periad. In preparmg the financial statements, the directors are. required to;

select suitable accounting policies and then apply them consistently;
state’ whether . appllcable United 'Kingdom - Accounting Standards, comprising FRS 101,, have’ been followed,
subject to any material departiires disclosed and explained in the financial statements
make judgements and accounting. estlmates that are reasonable and prudent; and

s prepare the financial statements on the going' concern: basis unless it.is.inappropriate to-presume that the
company will continue in business.

The darectors 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.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy.at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006.

Directors' confirmations
In the case of each director in office at the date the directors' report is approved:

« sofaras the director is aware, there is no relevant audit information of which the cbmpany's auditors are unaware;
and

¢ 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.

This report was approved by the board on 22 Awjusf 2.2 and signed on its behalf.




MASTERCARD EUROPE SERVICES LIMITED

Independent auditors' report to the members of Mastercard
Europe Services Limited

Report on the audit of the financial statements

Opinion
In our opinion, Mastercard Europe Services Limited's financial statements:

e give a true and fair view of the state of the Company's affairs as at 31 December 2018 and of its profit for the year then ended;

« have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom
Accounting Standards, comprising FRS 101 "Reduced Disclosure Framework", and applicable law); and

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

We have audited the financial statements, included within the Annual Report and Audited Financial Statereents, (the "Annual
Report") which comprise: the Statement of financial position as at 31 December 2018; the Statement of comprehensive income for
the year then ended, the Statement of changes in equity for the year then ended; and the notes to the financial statements, which
include a description of the significant accounting policies.

Basis for opinion

We conducted our audit iri accordance with International Standards on Auditing (UK) ("ISAs (UK)") and applicable law. Qur
responsibilities under ISAs (UK) are further described in the Auditors' responsibilities for the audit of the financial statements
section of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Independence

We remained independent of the Company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UX, which includes the FRC's Ethical Standard, and we have fulfilled our other ethical responsibilities in
accordance with these requirements.

Conclusions relating to going concern
We have nothing to report in respect.of the following matters in relation to which ISAs (UK) require us to report to you when:

¢ the directors’ use of the going concern basis of accounting in the preparation of thefinancial statements is not appropriate; or

s thedirectors have not disclosed in the financial statements any identified material uncertainties-that may cast significant doubt
about the Company's ability to continue to adopt the going concern basis of accounting for a period of at least twelve months
from the date when thefinancial statements are authorised for issue.

We have nothing to report in respect of the-above matters,

However, because not dll future events or conditions can be predicted, this statement is nota guarantee as to the company's ability
‘to continue as a gomg concern. For example, the terms on which the United Kingdom may withdraw from the European Union are
not clear, and it is difficult to evaluate all of the potential implications on the company's trade, customers, suppliers and the wider

economy.

Reporting on other information

The other information comprises all of the information in the Arinual Report other than the financial statements and our-auditors’
report thereon. The directors are responsible for the other information. Our opinion on the financial statements does not cover the
.other information and, accordingly; we do not express an audit opinion or, except to the extent otherwise explicitly stated in this
report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is t0 read the other information and, in doing so,
consider whether thie other information is materially inconsistent with the financial statements or our knowledge obtained in the
audit, or otherwisé appears to be materially misstated. If we identify an apparent material inconsistency or material misstatement,
we are required to perform procedures to conclude whether there is a material misstatement of the financial statements or a
material misstatement of the other information.




MASTERCARD EUROPE SERVICES LIMITED

Independent auditors' report to the members of Mastercard Europe
Services Limited (continued)

Reporting on other information (continued)

If, based on the work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report based on these responsibilities.

With respect to the Strategic report and Directors' report, we also considered whether the disclosures required by the UK
Companies Act 2006 have been included.

Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs (UK) require us also to
report ceitain opinions and matters as described below.

.Strdtegicreport and Directors' ;eport

0

Inour opinion, based on thé work undertaken in the course of the audit, the information given in the Strategic report and Directors
report for the year ended 31 December 2018 is consxstent with the ﬁnanclal statements and has been prepared inaccordance with™
.applicable legal reqairenients.

Inlight of the knowledgeand. undelstandmg of the Company and its énvironment obtained inthe course of the audit, we did not-
idéntify any material misstatements inthe Strateglc report and Directors' report.

Responsibilities for the financial statements and the audit

'Responsfl}‘ilfﬁés of the directors for the ﬁnancia’l statements.

‘As. explamed more fully in the Statément of Directors’ Responsxbnhtxes sét oution page 4, the directors are responsible for the:
preparanon ‘of the financial’ statements in accordance with the applicable framework and for being satisfied that they give a true

and fair view: The directors'are also- responsible for such internal control as they determineis necessary to enable the preparahon
of finaricial statements that are free from material misstatement, whether dué to fraud or error.

.In preparing the financial statements the directors are responsible for assessmg the Company 's ability to continue as a going
concern, disclosing as applicable, matters related to going concern and using the going concern basis of accounting unless the
dxrectors either intend to liquidate the Company or to cease operations, or have no realistic alternative but to do S0,

Auditor's' responsibilities for the dudit of the financial statements’

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

A further description of our responsibilitiés for the audit of the financial statements is located on the FRC's website at:
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors' report.

Use of this report

This report, including the opinions, has been prepared for and only for the Company's membersas a body in accordance with
Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in gwmg these opinions, accept or assume:
responsibility for any other purposeor to-any ¢ other person to whom this report is shown or into-whose hands it may come save
.where.expressly agreed by our prior consent in writing,




MASTERCARD EUROPE SERVICES LIMITED

Independent auditors' report to the members of Mastercard Europe
Services Limited (continued)

Other required reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are requiréd to report to you if, in our opinion:

¢ we havenot received all the information and explanations we require for our audit; or

¢ adequate accounting records have notbeen kept by the Company, or.returns adequate for ouraudit have not been received
from branches not visited by us; or
certain disclosures of directors' remuneration specified by law are not made; or
the financial statements are not in agreement with the accounting records and returns.

We have no exceptions toreport arising from this responsibility.
Gemma Clark (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP

Chartered Accountants and Statutory Auditors
-‘London

A3 Agudt 2o/




MASTERCARD EUROPE SERVICES LIMITED

Statement of comprehensive income
For the yearended 31 December 2018

Revenue
Operating expenses

Operating profit
Finance income:
Finance expense

Profit before income tax
Income tax

Profit and total comprehensive income for the year

Note

10

2018 2017
€000 €000
889,355 963,159
(343,098)  (280,860)
546,257 682,299
436 399
(683) (1,178)
546,010 681,520
(89,391) (132,927)
548,593

456,619

The Statement of comprehensive income has been prepared on the basis that all operations are continuing

operations.
The notes on:-pages 11 to. 30 form an integral part of these ﬁnancial statements.




MASTERCARD EUROPE SERVICES LIMITED

Statement of financial position
As at 31 December 2018

ASSETS

Non-current assets
Property, plant.and equipment
Intangible assets

Investments

Deferred tax asset

Current assets
Trade and other receivables
Cash and cash equivalents

Total assets

EQUITY AND LIABILITIES
Capital and reserves
Ordinary shares

Share premium

Retained earnings

Total equity

Current liabilities
Trade and other payables

‘Total liabilities

Total equity and liabilities

The notes on pages 11 to 30 form an integral part of these financial statements.

Note

11

13
10

14

16

18

2018 2017
€000 €000
5,625 5,662
430,058 580,524
7,976 6,472
76,605 .567,208
520,264 649,866
674,734 896,006
113,725 280,113
788,459 1,176,118
1,308,723 1,825,984
- 13

- 1,048,283
1,075,595 726,917
1,075,595 1,775,213
233,128 50,771
233,128 50,771
1,308,723 1,825,984

The financial statements on pages 8 to 30 were approved and authorised for issue by the board on 22 @5w&p/‘/and

signed onits behalf by:

Justin Stuart Goddard
Diregtor

Company registration number: 09210818




MASTERCARD EUROPE SERVICES LIMITED

Statement of changes in equity
For the year ended 31 December 2018

As:at 1 January 2017

Profit and total comprehensive income for the year
Dividends

As at 31 December 2017

Profit and total comprehensive income for the year
Reduction in share capital

Dividends

As at 31 December 2018

N Share Retained
Share capital premium eamings  Total équity
€000 €000 €000 €000
13 1048283 333,324 1,381,620
- - 548,593 548,593
- - (155,000) (155,000)
13 1,048,283 726,917  1,775213
- . 456,619 456,619
(13)  (1,048,283) 1,048,296 -
- - (1,156,237)  (1,156,237)
- - 1,075595 1,075,595

The. expense. related to share based payments as shown in note 6 is offset by recharges from Mastercard
Incorporated to an equal amount under IFRS 2 in both 2017 and 2018.

The-notes on pages 11 to 30 form an integral part of these financial statements.

10




MASTERCARD EUROPE SERVICES LIMITED

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

1. Company information

Mastercard Europe Services Limited is a private limited liability company limited by shares and incorporated and
domiciled in the United Kingdom.

2. Accounting policies

2.1 Basis of preparation

The financial statements of the Company have been prepared in accordance with The Companies Act 2006 as
applicable to companies using Financial Reporting Standard 101 (FRS 101). The financial statements have been
prepared under the historical cost convention.

The principal .accounting policies, which have been consistently applied, are set out below., The preparation of
financial statements in conformity with FRS 101 requires the use of certain critical accounting estimates. It also
requires management to exercise its judgement in the process of :applying the company's accounting policies. The
areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates are significant
to the financial statements, are disclosed in note 2.3.

The following exemptions from the requirements of IFRS have been applied in the preparation of these financial
statements, in accordance with FRS 101:

The-Company has.taken advantage of the following disclosure exemptions under FRS 101:

a) the requirements of paragraphs 91-99 of IFRS 13 Fair Value Measurement;

b) the requirements of IFRS 7 Financial Instruments: Disclosures;

c) 'the requirements of IAS 7 Statement of Cash Flows;

d) the requirements of paragraph 17 of |AS 24 Related Party Disclosures;

e) the requirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in Accounting Estimates and
Emors;

f) The requirements of IAS 24 Related Party Disclosures to disclose related party transactions entered into between
two ormore members of a group; and

g) the requirements of paragraphs: 62, B64(d), B64(e), B64(g), B64(h), B64(j) to B64(m), B64(n)(ii), B64(o)ii),

 B64(p), B64(q)(ii), B66 and B67 of IFRS 3 Business Combinations.

h) the requirements of IFRS 15 disclosure exemptions from the second sentence of paragraph 110, and paragraphs

113(a), 114, 115, 118, 119(a) to (c), 120 to 127 and 129.

The Company is a wholly owned subsidiary of Mastercard Holdings LP and is included in the consolidated financial
statements of Mastercard Incorporated which are publicly available. Consequently, the Company has taken advantage
of the exemption from preparing consolidated financial statements under the terms of section 401 of the Companies
Act2006.

2.2 Golng concern

In preparing the financial statements the directors have taken into account all information that could reasonably be
expected to be available for the following 12 months from the date of signing the financial statements and beyond.
They have considered the Company's ongoing cash requirements, and on this basis, they consider that it is
appropriate to prepare the financial statements on the going concern basis. '

1"




MASTERCARD EUROPE SERVICES LIMITED

Notes to the financial statements (continued)
For the year year ended 31 December 2018

2. Accounting policies {continued)

2.3 Significant judgements and sources of estimation uncertainty

In preparing the financial statements, management is required to make estimates and assumptions that affect the
amounts represented in the financial statements and related disclosures. Use of available information and the
application of judgement is inherent in the formation of estimates. Actual results in the future could differ from these
estimates which may be material to the financial statements. Significant judgements in the application of the
accounting policy include:

¢ Investments: Judgements and estimates -applied are in relation to the valuation of investments and the
-assessment of impaimment.

« Intangibles: Useful life of purchased intangibles require management's estimation and judgement. Please refer to
Intangible assets accounting policy and note 12 for details.

¢ Goadwill: Judgements and estimates applied are in relation to the valuation of goodwill and the assessment of
impairment.

2.4 New and amended standards adopted by the Company

The Company has applied the following standards and amendments for the first time in its annual reporting period
commencing 1 January 2018:

IFRS 9 Financial Instruments (‘IFRS. 9)

The adoption of IFRS 9, replacing 1AS 39, resulted in new criteria being applied in the measurement and disclosure of
financial instruments. After a review of these requirements, management concluded that there is no material impact
arising from IFRS 9 within the current reporting period and therefore no adjustments or disclosures are required in
relation to the adaption.

IFRS 15 Revenue from Contracts with Customers (‘IFRS 15’)

IFRS 15 sets out the requirements for recognising revenue from contracts with customers. The standard requires
entities. to apportion revenue earned from contracts to individual promises, or performance obligations, on a
stand-alone selling price basis, based on five-step model. The. Company completed ‘a transition exercise, under which
its contracts were subject to review by reference to the rules set out in the five-stap model. This exercise showed that
the impact oh revenue recognition was not material. Further information an the revenue policy is included in note 2.5.

2,5 Revenue

Revenue is recognised to depict.the transfer of promised goods or services to customers in an amount that reflects
the considerationto which the Company expects to be entitled in exchange for those goods or services.

Revenue recognition is based on a five-step madel which requires, for each customer contract, that the transaction
price is apportioned to the separate performance obligations set out in the contract on a relative standalone selling
price basis, and recognised as revenue at the point at which control of gaads or services is transferred to the
‘clistomer. In determining the transaction price, variable révenue is included in the transaction price where it is highly
probable that it will be realised. Revenue is taken into account where it is expected to be collectible.

The Company's.revenue represents share of profits from Mastercard's European business.

Under the new IFRS 15 standard, the performance obligation of the Company is holding the Intellectual property and
incurring other suppart costs. This is recognised over time. The amount of consideration is not knawn until profit is
calculated by the counterparty in the profit share agreement, and revenue is only recognised to the extent it is highly
probable not to reverse,

12




MASTERCARD EUROPE SERVICES LIMITED

Notes to the financial statements (continued)
For the year ended 31 December 2018

2. Accounting policies {(continued)

2.6 Property, plant and equipment

Property, plant and equipment is stated at historical cost less accumulated depreciation and any accumulated
impairment losses. Historical cost includes expenditure.that is directly attributable to the acquisition of the items.

Subsequent cost to add to, replace part of, or service an asset are included in the asset's carrying amount or
recognised as a separate asset, as appropriate, only when it is probable that future economic benefits associated with
the item will flow to the Company and the cost of the item can be measured reliably. The carrying amount of the
replaced part is derecognised. All other repairs and maintenance are charged to the statement of comprehensive
income. during the financial year in which they are incurred. '

Depreciation on assets is calculated using the straight line method to allocate amounts to their residual values over
their estimated useful lives, as follows:

e Computer equipment - 3years
o Fixtures and fittings - 5 years

Leasehold improvements are amortised over the shorter of their respective lease periods and estimated useful
economic life. The assets' residual values, useful lives and depreciation method are reviewed and adjusted if
:appropriate at the end of each reporting period. If the expectations differ from previous estimates, the change is
accounted far as a change in accounting estimate.

An asset's carrying amount is written down immediately to its recoverable amount if the asset's carrying amount is
greater than its estimated recoverable amount.

An. item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any gain or loss arising on the derecognition of the asset is
included in the statement of comprehensive income in the period of derecognition.

2.7 Intangible assets

Separately acquired intangible assets are recognised at historical cost. Intangible assets with finite lives are amortised
over the useful economic life and assessed for impairment whenever there is an indication that the intangible asset
may be impaired. The amortisation period and the amortisation method are reviewed at least at each financial period
end. Changes in the expected useful life or the expected pattern of consumption of future economic benefits
embodied in the asset is accounted for by changing the amortisation period or method, as appropriate, and are
treated as changes in accounting estimates. Gains or losses arising from derecognition of an intangible asset are
measured as the difference between the net disposal proceeds and the carrying amount of the asset and are
recognised in the statement of comprehensive income when the asset is derecognised.

The amortisation periods for each class of intangible asset can be seen below:

e Software - dyears
s Product intellectual property -7 years
¢ Other intangibles. -'9years

Other intangibles. are Customer relationships that were acquired as part of Sone acquisition. Amortisation periad of 9
years was agreed as part of the valuation.

‘The Company accounts for business combinations under the acquisition method of accounting. The Company
measures the tangible and intangible identifiable assets acquired, liabilities assumed, and any nan controlling interest
'in the acquiree; at their fair values at the acquisition date. Acquisition related costs are expensed as incurred and are
included in general and administrative expenses. Any excess of purchase price over the fair value of net assets
acquired, including identifiable intangible assets, is recorded as goodwill.
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MASTERCARD EUROPE SERVICES LIMITED

Notes to the financial statements (continued)
For the year ended 31 December 2018

2. Accounting policies (continued)

2.7 Intangible assets (continued)

Goodwill is tested annually for impairment in the fourth quarter, or sooner when circumstances indicate an impairment
may exist. Goodwill is tested for impairment at the reporting unit level. The impairment evaluation utilises a
quantitative assessment using a two step impairment test. The first step is to compare the reporting unit's carrying
value, including goodwill, to the fair value. If the fair value exceeds the carrying value, then no potential impairment is
considered to exist. If the carrying value exceeds the fair value, the second step is performed to determine if the
implied fair value of the reporting unit's goodwill exceeds the carrying value of the reporting unit. An impairment
charge would be recorded if the carrying value exceeds the implied fair value. Impairment charges, if any, are
recorded in general and -administrative expenses.

2:8 Impairment of tangible and intangible assets

Assets that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which
the asset's carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset's fair
value less costs of disposal and value in use. Prior impairments of non financial assets (other than goodwill) are
reviewed for possible reversal at each reporting date.

2.9 Financial instruments

Classification

The Company classifies its financial assets in the following categories: at fair value through profit or loss, loans and
receivables and available for sale. The classification depends on the purpose for which the financial assets were
-acquired. Management determines the classification of its financial assets at initial recognition.

Classification is re-assessed on an annual basis, except for derivatives and financial assets designed at fair value
through profit or loss, which shall not be classified out of the fair value through profit or loss category.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for trading. A financial asset is classified in
this category if acquired principally for the purpose of selling in the short term. Derivatives are also categorised as
held for trading unless it is designated as hedges. Assets in this category are classified as current assets if expected
to be settled within 12 months; otherwise, it is classified as non current.

Loans and receivables

Loans and receivables are non derivative financial assets with fixed or determinable payments that are not quoted in
an active market. It is included in current assets, except for maturities greater than 12 months after the end of the
reporting period. These are classified as non current assets. The Company's loans and receivables comprise 'trade
and other receivables' and 'cash and cash equivalents' in the statement of financial position.

Held-to-maturity financial assets

Held-to-maturity financial assets are non-derivative financial assets with fixed or determinable payments and fixed
maturities that the Company's management has the positive intention and ability to hold to maturity. Held-to-maturity
financial assets are included in non-current assets, except those with maturities less than 12 months from the
reporting date, which are classified as current assets. The gain or loss is included in the statement of comprehensive
income for the year.

Available-for-sale financial assets

Available-for-sale financial assets are non derivatives that are either designated in this category or not classified in
any of the other categories. it is included in non-current assets unless the investment matures or management intends
to dispose of it within 12 months of the end of the reporting period.
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MASTERCARD EUROPE SERVICES LIMITED

Notes to the financial statements (continued)
For the year ended 31 December 2018

2, Accounting policies (continued)
2.9 Financial instruments (continued)

Initial recognition and measurement

Financial instruments are recognised initially when the Company becomes a panty to the contractual provisions of the
instruments.

The Company classifies financial instruments, or their component parts, an initial recognition asa financial'asset, a
financial liability or an equity instrument in accordance with the substance of the contractual arrangement.

For financial instruments. which are not at fair value through the profit or loss, transaction costs are included in the
initial measurement of the instrument.

Transaction costs on financial instruments at fair value through the profit or loss are recagnised in profit or loss.
‘Subsequent measurement

Financial instruments at fair value through profit or loss are subsequently measured at fair value, with the gain or loss
.arising from changes in fair.valué being included in the statement of comprehensive income for the financial year.

Loans and receivables are subsequently measured at amortised cost, using the effective interést methad, less
accumulated |mpa|rment losses.

Available for sale: financial assets are subsequently measured at fair value. This excludes equity investments for
which a fair valué is not determinable, which are measured at-cost less accumulated impairment losses.

"“The gain or loss ansmg from changés in fair value are recognised in other comprehensive income and accumulated in
-equity until the asset is disposed of-or determined to be ‘impaired. Interest on available for sale financial assets
calculated using the effective interest rate method is recognised in profit or loss as part of other income. Dividends
received on available for sale equity instruments are recognised in profit or loss as part of other income when the
Company's right to receive payment is established.

Financial "liabilities. at amortised cost are 'subsequently measured at amortised cost, using the effective interest
'method.

Impairment of financial assets

At each reporting date the Company assesses all financial assets, other than those at fair value through profit or loss,
to determine whether there is objective evidence that a financial asset or group of financial assets has been impaired.

For.amounts due to the Company, significant financial difficulties of the debtor, probability that the debtor-will enter
bankruptcy and default of payments are all considered indicators of impairment.

Animpairment is recognised in the statement of comprehensive income.

-An impairment loss is reversed when an increase-in the -financial asset's recoverable amount can be related
objectively to an event occurring after the impairment was recognised, subject to the- restriction that the carrying

- amount of the financial asset at the date that the .impairment is reversed shall not exceed what the carrying amount
would have been had the impairment not been recognised.

A. reversal of an -impairment loss is recognised in the statement of-comprehensive income, except for equity
investments classified as available-for-sale.

"Where financial assets are impaired.through use of an allowance account, the amount of the loss is recognised.in the

statement of comprehensive income within operating expenses. When such assets are written off, the write off is.
made against the relevant allowance account. Subsequent recoveries of amounts previously written off are credited
against operating expenses.
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MASTERCARD EUROPE SERVICES LIMITED

Notes to the financial statements (continued)
For the year ended 31 December 2018

2. Accounting policies {continued)
2.9 Financial instruments (continued)

Trade and other receivables

Trade receivables are measured at initial recognition at fair value, and are subsequently measured at amortised cost
using the effective interest rate method. Appropriate allowances for estimated irrecoverable amounts recognised in
the statement of comprehensive income when there is objective evidence that the asset is impaired. Significant
financial difficulties of the debtor, probability that the debtor will enter bankruptcy or financial reorganisation, and
default or delinquency-in. payments are considered indicators that the. trade receivable is impaired. The allowance
recognised is measured as the difference between the asset's carrying amount and the present value of estimated
future cash flows discounted at the effective interest rate computed at initial recagnition.

The carrying amount of the asset is-reduced through the use of an allowance account, and the amount of the loss is
recognised’ in-the statement of comprehensive income. When .a trade receivable is uncollectible, it is written off
.against the-allowance account for trade receivables.

The company applies the IFRS 9 simplified -approach to measuring expected credit losses which uses a lifetime
expected loss allowance for alf trade and other receivables. To measure the expected credit losses, trade and other
receivables have been grouped based on shared credit risk characteristics and the days past due. For intercompany
balances a probability of default approach has been used to estimate any expected credit loss.

Trade payables

Trade payables are recognised initially at fair value and are subsequently measured at amortised cost, using the
effective interest rate method.

‘Cash and cash equivalents

Cash: and. cash equivalents include cash'.on hand .and deposits held at «call with banks. These. are finitially and
subseguently recorded at fair value.

Share capital and equity

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of
its liabilities.

2.10 Share premium

Share premium represents the excess of the issue price over the par value on shares issued less transaction costs
arising on issue.

2.11 Investments

Investments are held at cost less accumulated impairment losses.
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MASTERCARD EUROPE SERVICES LIMITED

Notes to the financial statements (continued)
For the year ended 31 Decemher 2018

2. Accounting policies (continued)

2.12 Share based employee remuneration

Mastercard Incorporated operates a number of equity-settled, share-based compensation plans, under which the
company receives services from employees as consideration for equity instruments (restricted stock units,
performance stock units and stock options). The awards are granted by Mastercard Incorporated and the company
has no obligation to settle the awards. The fair value of the employee services received in exchange for the grant of

+ the awards is.recognised asan expense. A credit is recognised directly in shareholders funds. The total amount to be
“expensed is determined bytreference to the fair. value of the awards granted;.

.. lncludmg any market performance condmons (for example ‘an’entity's share prrce)

‘@ excludmg the! rmpact of ‘any servu:e and non. market performance vesting: condrtlons (for,example, profitability,.
’ sales growth targets and remalmng an employee . of the entity. oveér a spet:lt" ed time penod) and

‘. lncludmg the |mpact of any non-vestrng conditions (for example the requirement for employees to save)..

Non ‘Mmarket performance and serwce conditions: are included in assumptions about the number of awards opttons that
. are expected to vest..

Mastercard Incorporated estlmates the fair wvalué -of tts'non—quahﬁed stock option awards using:a Black-Scholes
‘valuation ‘model: The fair value of restncted stock .units is determined’and fixed on the grant date based on-the
Mastercard lncorporated stock price, adjusted for the.exclusion of dividend. equtvalents The Monte Carlo simulation
«valuation-model'is used to determme the grant.date fair value. of. performance 'stock units granted: All share based
compensatlon expenses are recorded in general and’ admmlstratlve expenses.

The total expense is’ recognlsed stralght-llne over the vestmg period, which is the pertod over.which all of the specified

\vesting conditions are to be satisfied.’In addmon in some circumstances employees may provrde services in advance

of the ‘grant. +date and’ therefore the grant .date- faif valiie is estimated for the purposes -of. recogmsmg the expense»
‘dunng the penod between sewlce commencement period and-grant date..

Atthé end of each reporting period, the company revtses ‘its ‘estimates of the number of options that are expected to
vest based on the non-market vesting conditions. It recognises the impact of the revision to original estimates, if any,
in the income statement, with a corresponding adjustment to equity.

Mastercard Incorporated recharges expenses related to share based payments, which are debited to shareholders’
funds.

Restricted stock units

A restricted stock unit (RSU) award is denominated in common shares that will be settled either by delivery of.
common shares or the payment of cash based upon the value of a specified number of common: shares. Mastercard
grants restricted stock units periodically to employees in accordance with the restricted stock unit agreement.

Mastercard's RSUs are time based awards that typically vest at the end of a three year requisite service period (cliff
vesting). These awards are conditioned upon the employee's continued employment with the company as of the
vesting date.
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MASTERCARD EUROPE SERVICES LIMITED

Notes to the financial statements (continued)
For the year ended 31 December 2018

2. Accounting policies (continued)
2.12 Share based employee remuneration (continued)

Performance stock units

A performance stock unit (PSU) consists of the right to receive common shares or cash, as provided in the particular
award agreement, upon achievement of a performance goal or goals. The performance unit award shall be earned in
accordance with the agreement over a performance period. These awards typically vest at the end of .a three year
performance period (cliff vesting). These awards are conditioned upon the employee's continued employment with the
Company. and the achievement of the perfarmance goals established by the committee and set forth in the
employee's grant statement.

Stock options

A Stock option (option) shall entitle the participant to receive common shares upon exercise of such option. The
committee may provide for grant or vesting of options conditioned upon the performance of services, the achievement
of performance goals or the execution of, andfor compliance with, a non competition or non solicitation agreement, or
any combination of the above. The exercise price per share for an award shall not be less than the fair market value
per share as of the grant date. The option period fixed by the committee for any award shail be no longer than ten
years from the option's grant date. The standard rate at which an option shall be exercisable shall be twenty five
‘percent on each of the first four anniversaries of the grant.

2,13 Income taxes

Current tax liabilities/(assets) for the current .and prior periods are measured at the amount expected to be paid
to/(recovered from) the tax authorities, using the tax rates (and tax laws) that have been enacted or substantively
enacted by‘the end of the reporting period.

Deferred income tax is recognised on all temporary differences arising between the tax base of assets and liabilities
and their carrying amounts in the financial statements, with the following exceptions:

Deferred income tax assets are recognised only to the extent that it is probable that taxable profit will be available
against which the deductible temporary differences, carried forward tax credits or tax losses can be utilised.

Deferred income tax assets and liabilities are measured on an undiscounted basis at the tax rates that are expected
to apply when the related asset or liability is settled, based on tax rates and laws enacted or substantively enacted by
the end of the reporting period.

The carrying amount of deferred income tax asséts is reviewed at each balance sheet date. Deferred income tax
assets and liabilities are offset, only if alegally enforcement right exists to set off current tax assets against current tax
liabilities, the deferred income taxes relate to the same taxation authority and that authority permits the Company to
make a single net payment.

Income tax is charged or credited to other comprehensive income if it relates to items that are charged or credited to
other comprehensive income. Similarly, income tax is charged or credited directly to equity if it relates to items thatare
credited or charged directly to equity. Otherwise income tax is recognised and included in the statement of
comprehensive income,
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MASTERCARD EUROPE SERVICES LIMITED

Notes to the financial statements (continued)
For the year ended 31 December 2018

2. Accounting policies (continued)

2.14 Foreign exchange
Functional and presentation currency

Items included in the financial statements of the Company are measured using the currency of the primary economic
environment in which the Company operates (‘the functional currency’). The financial statements are presented in
Euro, which is the Company's functional currency and presentation currency.

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rate prevailing at the
date of the transactions. A foreign exchange gain or loss resulting from the settlement of such transactions and from
the translation at year-end exchange rates of monetary assets and liabilities in foreign currencies are recognised in
the statement of comprehensive income.

At the end of the reporting period:

« foreigh currency monetary items are translated using the closing rate;

e non-monetary items that are measured in terms of historical cost in a foreign currency are transiated using
exchange rate at the date of the transaction; and

« non-monetary items that are measured at fair value in a foreign currency are translated using the exchange rates
at the date when the fair value was determined.

Cash flows arising from transactions in foreign currency are recorded in Euros by applying to the foreign currency
-amount the exchange rate between the Euros and the foreign currency atthe date of the cash flow.

" 2.15 Goodwill

Goaadwill represents the excess of the cost of a business combination over the total acquisition date fair value of the
identifiable assets, liabilities and contingent liabilities acquired.

Cost comprises the fair value of assets given, liabilities assumed and equity instruments issued.

When a business combination. agreement provides for an adjustment to the cost of the combination which is.
contingent on future events, the company includes the estimated amount of that adjustment in the cost of the
combination at the acquisition date if the adjustment is probably and can be measured reliably. However, if the
potential adjustment is not recognised at the acquisition date but subsequently becomes probable and can be
measured reliably, the additional consideration shall be treated as an adjustment to the cost of the combination.
Changes in the estimated vaiue of contingent consideration arising on business combinations completed as a
conséquence result in a change in the carrying value of the related goodwill.

Goodwill is capitalised as an intangible asset and is not amortised. Instead it is reviewed annually for impairment with
any impairment in carrying value being charged to profit or loss. The Companies Act 2006 requires acquired goodwill
to.be reduced by provisions for depreciation calculated to write off the amount systematically over a period chosen by
the directors, not exceeding its useful economic life. It has been deemed, however, the non amortisation of goodwill is
a departure, for the overriding purpose of giving a true and fair view. The effect of this departure has not been
quantified because it is impracticable and, in the opinion of the. directors, would be misleading.
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MASTERCARD EUROPE SERVICES LIMITED

Notes to the financial statements (continued)
For the year ended 31 December 2018

3. Revenue

2018 2017

€000 €000

Profit share from Mastercard Europe SA 889,355 963,159
889,355 963,159

No-further geagraphical analysis of revenue, profit before tax or net assets is deemed necessary as the Company's
activities take place substantially within Europe and are all part of one business segment being the principal activity of
the Company.

4. Operating expenses

2018 2017

€000 €000

Employee costs (note 6) 135,747 86,863
Depreciation of owned property, plant and equipment (note 11) 1,925 1,054
Amortisation of intangible. assets (note 12) 150,562 151,357
Auditors’ remuneration — audit fees (note 6) 302 32
Advertising and marketing 21,535 21,030
Loss on disposal of Property, plant and equipment 6 2
Net foreign exchange.losses/(gains) 2,300 (7,449)
Other operating expenses 30,721 27,971
343,098 280,860

5. Auditors' remuneration

Audit fees-were €34,110 for the financial statements related to the year ended 31 December 2018 (2017: €32,211). In
addition to 'the costs for the audit of the company, costs of €268,227 were borne on behalf of other entities in relation
to the 2017 audit. Non audit fees paid to the.auditors during the year was €14,146 (2017: €nil). This was on behalf of
another Mastercard entity.

6. Employee costs

Employees are contracted and-seconded to Mastercard UK Management and costs are recharged to this entity in full;
costs received as a recharge are included below with the employee numbers detailed within Mastercard UK
Management Services Limited.

Employee costs consist of:

2018 2017

€000 €000

Wages and salaries 88,449 60,722
Social security costs 12,684 9,175
‘Other pension costs 5,709 5,534
Share based payment charges 28,905 11,432
135,747 86,863
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MASTERCARD EUROPE SERVICES LIMITED

Notes to the financial statements (continued)
For the year ended 31 December 2018

7. Share based employee remuneration
RSU movements during the year

The activity related to. share based employee remuneration for permanent staff contracted to Mastercard UK
Management Services Limited, as noted in employee costs (note 6), is as follows.

There were 243,153 RSUs as at 1 January 2018, brought forward from previous periods (2017: 221,108). During
2018, 58,324 Mastercard RSUs were awarded (2017: 84,180)

Other movements of RSUs during the year net to a decrease of 74,837 (2017: 62,135) of which 4,896 RSUs were
forfeited in the year (2017: 19,993) and 64,217 RSUs were vested (2017: 71,396). The remaining movements relate
to. transfers in and out. There were 226,640 RSUs outstanding at the reporting date (2017: 243,153). Outstanding
awards vest between February 2019 and September 2021, being three years after their grant date.

Due:to the:nature of these awards, they are exercised at the point-of vesting and for nil consideration.
) Details:of Mastercard' RSUs outstanding as at'31 December 2018 and their vest dates, -are as follows:

As-at.31 December 2018 As at 31 December 2017
Grant.date

RSUs market value Remaining RSUs Remaining

outstanding per RSU contract life. outstanding contract life

Vest date {no.) - Us'$ Years (no.) Years
3111212017 - 83.82 - 5,370 -
28/02/2018 - 88.27 - 59,528 0.2
28/02/2019 76,719 87.89 0.2 80,025 1.2
30/09/2019 19,215 99.55, 0.7 20,890 1.8
28/02/202_0- 71,182 109.79 1.2 76,656 2.2
31/03/2020 684 109.71 1.2 684 2.2
30/09/2020 2,334 139.30 1.8 - -
31/12/2020 1,677 149,08 2.0 - -
28/02/2021 52,301 170,69 22 - -
01/07/2021 1,283 194,90 2.5 - -
30/09/2021 1,245 221.02 2.8 - -

226,640 - 243,153

For shares vested during the period, the weighted-average share price at the exercise dates was $173.72 (2017:
$116.49).
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MASTERCARD EUROPE SERVICES LIMITED

Notes to the financial statements {continued) -
For the year ended 31 December 2018

7. Share based employee remuneration (continued)
PSU movements during the year

There were 44,889 PSUs as at 1 January 2018, brought forward from previous periods (2017: 45,120). During 2018,
7,844 Mastercard PSUs were awarded. (2017: 14,060).

Other movements of PSUs.during the year net to a decrease of 23,630 (2017: 14,291) of which none were forfeited in
the year (2017: none) and 23,630 PSUs were vested (2017: 14,522). The remaining movement relates to changes in
performance. There were 57,336 PSUs outstanding at the reporting date (2017: 44,889). Outstanding awards vest
between February 2019 and February 2021, being three years after their grant date.

Due to the nature of these awards, they are exercised at the point of vesting and-for nil consideration.
Details of Mastercard PSUs. outstanding as at 31 December 2018 and their vest dates, are as follows:

As at 31 December 2018 As at 31 December 2017
Grant date

PSUs market value Remaining PSUs Remaining

outstanding per PSU contract life outstanding contract

Vest date (no.) uUss$ Years {no.) life Years
28/02/2018 ‘ - 99.14 - 13,113 0.2
28/02/2019 35,432 91.73 0.2 17,716 1.2
28/02/2020 14,060 12625 - 1.2 14,060 : 2.2
28/02/2021 7,844 226.29 2.2 -

57,336 44,889

For shares vested during the period, the weighted-average share price at the date of exercise was $175.76 (2017:
109.41). ’

Stock option movements during the year

There were 571,879 options as at 1 January 2018, brought forward from previous periods (2017: §18,916) During
2018, 76,712 Mastercard options were awarded (2017: 137,192).

Other movements of options during the year net to a increase of 702 (2017: decrease of 84,229) which none were
forfeited in the year none (2017: none) and 49,222 options were exercised (2017: 101,693). The remaining movement
relates to transfers in and out. There were 649,293 options outstanding at the reporting date (2017: 571,879).
Outstanding awards expire between 2020 and 2027, being ten years after their grant date.

There were 49,222 Options exercised in 2018 (2017: 101,693) at a weighted-average price of $85.68 (2017: $62.22).
The related weighted average share price at the time of exercise was $149.76 (2017: $115.46).

Details of Mastercard Options  outstanding as at 31 December 2018 and their vest dates, are as follows:
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MASTERCARD EUROPE SERVICES LIMITED

Notes to the financial statements (continued)
For the year ended 31 December 2018

7. Share based employee remuneration (continued)

Stock option movements during the year (continued)
As at 31 December 2018

Options Weighted average
outstanding remaining contract

Expiration date (no.) life Years
12/04/2020 13,520 1.3
01/03/2021 14,040 2.2
01/03/2022 9,280° 32
01/03/2023 32,950 4.2
01/03/2024 100,420 5.2
01/03/2025 112,421 6.2
01/03/2026 135,566 7.2
01/03/2027 147,232 8.2
‘01/03/2028 83,864 9.2
649,293

:8.. Directors' emoluments

As at 31 December 2017

Options
outstanding
(no.)

13,520
14,040
§,280
37,510
115,246
109,528
135,663
137,192

571,879

Weighted average
remaining contract

life Years

Theidirectprs did not receive any identifiable emaliments in respect of their services to the Company (201 7:-£nil). The

emoluments of the directors:are paid by another entity in the Mastercard.group.

The d‘ir’éct'ors are undertaking executive duties on a number of fellow Mastercard subsidiaries, and it is not possible to
make an:accurate apportionment of their emoluments in respect of each of the subsidiaries.

9. Finance income and expenses

Finance income

Finance income

Finance expenses

Finance expense

2018 2017
€000 €000
436 399
436 399
(683) (1,178)
(683) (1,178)
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MASTERCARD EUROPE SERVICES LIMITED

Notes to the financial statements (continued)
For the year ended 31 December 2018

10. Income tax

Current tax

Current tax on profits for the year
Adjustments in respect of prior years

Total current tax

Deferred tax

Current year
Adjustment in respect of prior years
Effects of chahges in tax rates

Total deferred tax

Total tax expense

The charge for the year can be reconciled to the profit per the income statement as follows:

Profit before income tax

Tax on profit before income tax at the standard UK rate of 19.00% (2017: 19.25%)

Effects of
Expenses not deductible for tax purposes
Differences between current and deferred tax rates applicable
Fixed asset differences
Income not taxable
Group relief
_Adjustment in respect of prior years
Effect of exchange rate differences

Total tax expense per statement of comprehensive income

2018 2017
€000 €000
108,707 151,323
81 (231)
108,788 151,092
(18282)  (20,547)
(1,115) (16)
- 2,398
(19.397)  (18.165)
89,391 132,927
2018 2017
€000 €000
546,010 681,520
103,742 131,193
429 421
2,151 2,398

3 -

(606) (837)
(15,291 ’
(1,033) (248)
4) -
89,391 133,927
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MASTERCARD EUROPE SERVICES LIMITED

Notes to the financial statements (continued)
For the year ended 31 December 2018

10 Income tax income

2018 2017
€000 €000
Deferred tax asset
Opening balance. » (57,208) (39,043)
Adjustments in respect of prior years (1,115) (16)
Statement of comprehensive.income (18,282) (18,149)

(76,605) (57,208)
‘The-above deferred tax assét comprised

Accelerated.capital allowances (76,598)  (57,201)
Short term timing differences " )

(76,605) (57,208)

There is:no unrecognised deferred tax (2017: €nil).

Changes to the UK corporationtax rates were substantively enacted as part of the Finance Bill 2015 (on 26 October
2015).and Finance Bill 2016 (on 7-September 2016). These include reductions to the main rate to reduce the rate to
18% from 1 April 2017 and to 17% from 1 April 2020.. Deferred taxes at the balance sheet date have been measured
using‘these enacted rates and reflected in these financial statements.
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MASTERCARD EUROPE SERVICES LIMITED

Notes to the financlal statements (continued)
For'the year ended 31 December 2018

11. Property, plant and equipment

Cost

As at 1.January 2018
Additions .
Disposals

As at:31 December 2018
Accumulated depreciation
As at 14 January 2018
Depreciation

Disposals during the year
As at 31 December 2018
Net book value

‘As-at 31 December 2018

As at 31 Deceimber 2017

Leasehold Fixtures and Computer
improvements fittings equipment Total
€000 €000 €000 €000
31 13 7.604 7,648
- 1,888 1,888
- - (123) (123)
31 13 9,369 9,413
3 7 1,948 1,986
- 2 1,923 1,925
- - (123) (123)
31 9 3,748 3,788
- 4 5,621 5,625
- 6 5,662

5,656
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MASTERCARD EUROPE SERVICES LIMITED

Notes to the financial statements (continued)
For-the year ended 31 December 2018

12, Intangible assets

Product
intellectual Other
Goodwill Software property intangibles Total
€000 €000 €000 €000 €000

Cost
As at 1 January 2018 5,941 4,525 1,042,296 1,734 1,054,486
Additions - 41 - - 41
Adjustments - 55 - - 55
As at 31 December 2018 5,941 4,621 1,042,296 1,734 1,054,592
Accumulated amortisation
As at 1 January 2018 - 1,842 471,515 615 473,972
Charge for the year , - 1,470 148,899 193 150,562
As at 31 December 2018 ) - 3,312 620,414 808 624,534
Net book value
As at .31 December 2018 5,941 1,309 421,882 ‘ 926 430,058
As at 31 December 2017 5,941 2,683 570,781 1,118 580,524

The Company purchased intangible assets: from Mastercard Europe‘S.A. (MCE) on 31 ‘October 2014. These :assets
comprise the technical, customer and-commarcial know-how relating to the suite of payment saolutions and programs
within MCE (also referred to as 'the product intangibles'). These assets are amortised over 7 years starting from the
purchase date.

Product intellectual -property has a net book value of €421,882,000 and a remaining life of -3 years. (2017:
€570,781,147 and a remaining life of 4-years). )

The Campany purchased 5one: Marketing 'Limited (5ene UK) on 29 Degember 2016, the difference between the
-assets and liabilities recorded was recognised as goodwill.. Following this transaction S5one UK transferred its assets to
the Company.

Intangible-asset amortisation is recorded in.other operating expenses in the Statement of comprehensive income.
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Notes to the financial statements (continued)

For the year ended 31 December 2018

13. Investments

Cost and net book value

As at 1 January 2018

Additions

As at 31 December 2018

The Company has the following investments in the year:
o 13 June 2018, €1,250,048 in Divido Financial Services Limited.

¢ 3 October2018,€163,102 in Apis Growth Eund Il L.P.

'+ 30 September 2018, increased Blue Technologies Limited investment by €91,137.
The directors believe that the carrying value of the investments. is supported by the value of their underlying net

assets.

The Company had the following investments as. of 31 December 2018:

2018
€000

6,472
1,504

7976

Name Address Country of % ownership Value of Principal activity
incorporation of ordinary investment
shares €000.
Blue Technologies| 37 Bevenden UK 7.64 4,548 Trading
Limited Street, London, company
England, N1 68H
Sone Marketing | Regent.Square, |  South Africa 100 2,015 Trading
(SA) Praprietary ‘| Black A, 1st Floor, company
Limited COrner Doncaster
Road & Rosemead
Avenue, \
Kenilworth, Cape.
Town, South Africa
7708
Apis Growth Fund [6th Floor, 44 Great UK > 163 Trading fund
Il L.P. Marlborough St,
London, England
WA1F 7JL
Divido Financial | Office 7, 35-37 UK 3% 1,250 Trading
Services Limited Ludgate Hill, company
London, England,
EC4M 7JN

* The fund was open at the time of signing the Financial Statements and the ownership percentage couldn't be

determined.
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14. Trade and other receivables

2018 2017

€000 €000

Amounts due from related parties 665,697 886,157
Other receivables 4,364 407
Prepayments 792 2,702
VAT receivable 2,555 2,972
Corporation tax 1,326 3,767
674,734 896,005

Amounts due from related parties include the short term loan to Mastercard Europe SA, the balance due at the year
end was. €660,000,000 (2017: €800,000,000). The current rate applied to the term loan is nil% (2017 - nil%). The term
loan-ends and is fully repayable on or before 31 December 2019 and unsecured. The remaining balance is made up
of other balances due from related parties.

iother balances due from related parties are unsecured, non-interest bearing, repayable on demand and have no fixed
‘date of repayment.

15. Trade and other payables

2018 2017

€000 €000

‘Trade payables 4,190 4,386
Amounts owed to group undertakings 225,176 28,384
Corporation taxand sacial security - 1,913
Other payables 1,718 1,316
Accruals 2,044 14,772
233,128 50,771

Amounts owed to group undertakings are unsecured, non-interest bearing, repayable on demand and have no fixed
date of repayment.

16. Share capital

2018 2017
€000 €000
Allotted and fully paid
1 (2017: 10,000) Ordinary shares of £1 each - 13

On 14 March 2018 the share capital of the Company was reduced by £9,999 and share premium reduced by
€1,048,283,302 through: B

» cancelling and extinguishing 9,999 ordinary shares of £1 each

e cancelling the share premium account of the Company
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17. Dividends paid

The directors declared and paid the following dividends during the year, 22 March 2018 €1,000,000,000 being
€1,000,000,000 per ordinary share, 22 August 2018 €8,710,000 being €8,710,000 per ordinary share and 29
November 2018 €147,527,000 being €147,527,000 per ordinary share (2017: €155,000,000 being €15,500 per
ordinary share).

18. Related parties:

The: Company is‘exempt the requlrements of IAS 24 Related Party Dlsclosures to disclose related party transactions
iéntered. into between two or more’members of the-a group.

1'9 Immediate and ultimate’ holding com'pa‘n‘y

The Companys immediate parent: undeitaking is: Mastercard Holdings LP, a company incorporated.and ‘domiciled in
the Wnited Kingdom..

The. ultimate. parent undertakmg -and «controlling. party .is’ Mastercard Incorporated, .a: company ‘incorporated .and
domiciled’in the-United States. of America;

Mastercard Incorporated is the parentof the smallest and largest group of. undertakings to consohdate these financial
‘statements' at 31 December 2018: The consolidated. financial statéments of Mastercard Incorporated are available

Afrom: ats regastered office at. 2000 Purchase Street, Purchase New York.
20. Events. after the reporting period

On-25.February 2019, the Company has declared ‘and paid-an intefim dividend of €500,000,000, béing €500,000, 000
per ordmary share,

On 12" April-2018; the-Company declared and pald a dividend of €252;341,965, being €252, 341,965 per -ordinary
share.

On 6 June 2019, the Company declared and paid a dividend of €194,448,863, being €194,448,863 per ordinary share.
On 1" July2019, the Company declared and paid a dividend of €11,161,498, being €11,161,498 per ordinary share.
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