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Psm?y Limited

Strategic report

The Direstors of PSI-Pay Limited (“the Company”) present their Strategic Report for the year ended 31 December
2018, '

Review of the business

The principal aetivlty of PSI-Pay Limited is that of an e-money issuer regulated by the Financial Conduct Authority
under the Electronic Money Regulations 2011 (Register ref: 900011) for the nssuiﬂg of elestronie money and this .
regulatory status has been paséported to inciude all EEA states. The Company is a Principal Member of MasterCard
and has developed a Bank Identification Number, ‘BIN’, sponsorship payment card issuance model as a secondary

activity to its esmoney business. It is anticipated that the Company will continue to operate its core businesses in the
same way over the forthcoming year.

Turiover inereased in 2016 by 58% from £4,116,028 to £6,515 748, primatily due to the increased number of active
e-wallets in operation, while gross profit aétuaily deareased by 3% from £1,706,586 to £1,649,127 largely due to
£397,072 being expended on eompliance fees to become a MasterCard Digital Wallet O‘pafaton As a result, net profit
before tax deereased by 17% from £982,378 to £819,282.

The Company’s BIN sponsorship business also showed steady growth during the year (27% in revenus) with the
number of active clients during the year increasing from 11 to 14. Funds held on behalf of these clients at year-end
and included in Qualifying Liquid Assets totalled £9.1 million, deereased from £10.1 million at the previous year-end.

Brexit Implications - .
The possibility of losing passpotting rights, currently provided for under the EU 2nd Banking Directive, has been
discussed at board meetings. The conclusion is that, should the need arise, we will open a sub-office in another
jurisdiction and obtain a license which will be passported to cover the remaining EU/EEA ferritories. We have
already been approached by some of the forward thinking jurisdictional authorities offering a ‘fast tragk’ route to
- licensing given we are aiready authorised by the FCA. We have approached MasterCard ag to their view sinee we
have membership extensions covering EU/EEA. We have been told that MasterCard would have no issues
_maintaining those license extensions provided the new licensee had full EU passporting in place. Our conelusion is
that, whilst we have no way of knowing the conditions that Brexit will dictate, we are ready for the worst case
seenario. Revenues and costs relating to the sponsorship of third party eard programs have been recognised in
PSI-Pay Limited, as this is the Company which is a prmcrpal member of MasterCard and therefore the supphéi’ of
eard gervieas.

.-Key performance indicators

PSI-Pay operates an analytical approach (using KPI's) to measure itself against past performaﬁce using actual versus
historieal benchmark data. It also operates a similar approach against its own industry in order to ascertain its
performance against common industry standards. . A
Internal KPI's

The basis of these anaiytics is data relating to volume of business throughput (aross funds on deposit), turnover, costs
of sale and profitability. From these benchmarks we can aseertain how we are performing against historical results,
can quickly identify areas of anomaly, and plot trends against indusiry/market events. If a particular area is identified
as a conecern then we can drill down to miero fevel to identify and resolve any issues. For example, we can look at
. eosts of sale and identify a specific area that may have disproportionately iﬁcreased, wo can then identify if the
inerease is justified or not and act accordingly. This benchmark data can also assist in our future business projections

and aid in the measurement of performance against projected targets. We prefer to use these fundamental measures
sinee they are not subject to any fluctuation such as for example, any changes in regulatory reporting.



PSI-Pay Limited
 Strategic report (continued)

External KPP’s .
The purposs of analysing external data 1s @ nable PSI -Pay to measure its performance dlfééﬂy against the

5
performanice of its own market as a whole. Ul t ase rmeasires we can see, at a glance if we are meeting, exeeedmg
of failing shott of our industry peets.

It is'possible to ensure that we are performing to out optxmum level or, if not, we ean mveshgate why we ate not, and
act accordingly. In addition by using external KPI's we can plot trends which assist us in enabling us to be ready to be
at the leading edge. We can also plot against the cause and effect of market forces such as socio-econonii¢, political,

regulatory, economic and other events.-Such KPI's will include average transaction value, average consumer annual
spend, POS/ATM spend, cross border versus domestic transaction activity and card versus bank loading,

The sources of data are from our own databases, in the case of internal KPI's and from industry sources such as eard
schemes (Visa/MasterCard), industry associations (Electronic Money Association / Prepaid International Forum /
regulatory bodies) and independent data bureaux (DataMenitor, oD, D&B9 for examp]e)

Principal Fisks and uneertainties

The Company uses financial instruments as detailed in note 3. ' The Com pany does not use derivative finaneial
instruments. The main purpose of these financial instruments is to raise finance for the Company's operations. The
main rigks arising from the Company's financial instruments are market risk, eredit risk, liquidity risk, and capital
management risk. In addition the Company has commercial risks surroundmg competition, suppliers, customer fraud
and technology. The dnreetors revnew and apree pohcleb for managing each of these risks and they are summarised
below:

Marlket risk

" The Company i |ssue§ e-m@ﬁey ina ﬁufﬁbef of different currencies.but n amly setties in Sterling, E Euros and US Dollars
and this may result in significant foreign exehange exposures which are not reduced through the use of hedgiﬁg
techniques at this time. Foreign currency risk is monitored on a dauly basis to ensure that potential exp@sure § kept
within the Finanelal Conduat Authority requirement for e-money issuers, .

The Company invests the majorlty of e=money in non-interest bearing accounts with various financial institutions. As
a consequence there is little exposure to movements in interest rates. .

Credit risk

The Company has a small amouint due from clients in relation to the BIN Sponsotship business. It does however hold
a significant amount of cash with various other financial institutions. The Company monitors the concentration of the
risk on a particular counterparty and place the majority of funds.with A rated institutions. .

Liquidiw risk

The Company seeks to manage finansial risk by ensuring sufficient quundxty is available to meet foreseeable needs
and to invest any surplus cash assets of the Company safely and profitably. The Company is financed through equity.
- At 31 December 2016 the Company had a positive net cash balance of own funds of £873,762 (2015: £743,887).

Capital ianagement risk

- There ean be no assurance that the regulatory body providmg a hcence to the Company, namely the Flhangial
Condiict Authority, will not change their licensing requirements, including the terms and conditions to which the
lieence and approval eurrently held by the Company are subject. If a regulatory scheme under whish the Company
operates were to change its lieensing requirements, the Company may be required to expend significant capital or
other resources to eomply with the new requirements and/or may not be able to meet the new requirements, either or a
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gement risk (c@ﬁﬂndéd) - o
f which could have a material adverse effest on the Company’s business, financial eondition and results

The merchants that participate in the Company’s EcoPayz payment system may themselves be régu]ated by the
televant regulators in the jurisdictions in which they are based, and therefore the position in theit place of supply (and
where their regulators and applicable local laws deem the gambling transaction to take place) is explicitly legal.
However, the supply of internet based services continues o be subject to complex, inconsistent and often protectionist
approaches by jurisdictions worldwide. Thére is therefore a risk that action taken by these jurisdictions may result in a
significant downturn in merchant activity, with a correspoﬁdmg downturn in the revenues and profits of the
" Company.

Ciistﬁmér fraud Fisk

The Comipany faces the isk of fraud from customers that seek to abuse the payment methods that it offers.
Accordingly, the Company has policies and procedures to identify suspicious transactions to prevent significant levels
of fraud oecurring, Management é@ﬁﬁn‘dally feview these polisies and procedures and enhance them where new -
threats are identified.

Competition risk

The Company competes with a number of other companies, some of which have greater financial, marketing and
other resources than the Company. These companies may adopt more aggressive pricing policies or undertake more
extensive marketing and advertising campaigns. This may have a negative impaet on revenues or profit margin
achieved by the Gompany in the future. The Company elosely monitors comipetition within the industry and has a
iong term approach te improving its products, marketing and infrastrueture.

Supplier risk

The Company has relationships with a number of key third party suppliers who provide products and serviees which
support the delivery of sophisticated, high performance transaction processing systems. However the Company
exercises little control over many of these third party suppliers and is reliant on them to perform their serviees in
accordance with the tering of their contracts, which inereases its vulnerability to problems with the products and
gervices they provide. Any adverse event affecting the Company’s relationship with them could have a material
adverse effect on the Company’s reputation, business, financial condition and results of operations. The Company
attempts to mitigate this risk by having muitiple suppliers whenever possible. :

Technology risk

The Company’s operations are highly dependent on technology and advanced information systems and there is a risk
that such technology or systems could fail. Tn addition to such failure, there ean be no assurance that such technology
or systems will not be subject to damage or interruption caused by human error, unauthorised access, computer
viruses, distributed denial of service (DDoS) attacks, inciease in volume in usage of online services, sabotage, natural
hazards or disasters or other similarly disruptive events including other security breaches, or will be able to support a
significant inerease in online traffic or increased customer numbers. Any failure ot disruption of, or damage to, the
Company’s techinology or systems, could have a material adverse effect on the Company’s business, financial
condition or results of operations.

The Company has in place data recovery and systems recovery pf@cedures, security measures, and business
continuity plans in the event of failure or disruption of, or damage to, the Comipany’s teshnology or sysiems
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Strategie report (continued)

Puture Developments

The Company has AGW established two distinet business areas; that of the e-wallet (digital aceount) and that of

-payment eard issuance. With regards to the e=wallet business a strategy for expanding into other key geographic areas
is being eontinually researched and reviewed and an entry plan has bean formulated for each territory based upon

commercial merit, political and regulatory guidelines and other risk based criteria. The Company introduced a
voucher-based line of business during the last quarter of 2016. Early indications are that it is going to be very
successfiil and shouid contribute to the Company’s revenue and profit in the longer term.

A *BIN® sponsorship card issuance initiative was tested during 2013, the coneept wag proven during 2014, and its

continued sueeess during 20135 and 2016, has prompted the Corpany to expand its new corporate ¢lient base. The
Company has developed a unigue on-boarding business model which sets industry standards in this area but is 2
process of evolution in order to maintain competitive advantage whilst continuing to be best of breed, Tn both
businass areas the Company has been keen to measure and plot its development against its own, and industry standard

KPI’s. To this cnd a miore sophisticaied data capture and extrapolation techinology has been designed which has now
* been rolled out io replace the separate inter departmental reporting which was previously in place.

There have been no significant events sines the balance sheet date.
Registered office o . , ]
The Company has its registered office at Afon Building, Worthing Road, Horsham, West Sussex, RH12 1TL.

Aapmvéd by the Baard and signed on its behaif by:

Philip J Davies
Director
6 April 2017
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Directors’ report

The directors BF present their annual report on the affairs of PSI-Pay Limited (“the Company”), together with the
financial statements and auditor’s report, for the year ended 31 Desember 2016.

Results and Dividends

The resuits for the year are shown on page 8. The profit after tax for the year attributable to shareholders amounted to
£654,825 (2015 £782,918). The Directors do not recomimend paymerit of a dividend (2015 £1,200,000). '

Golng concern

The directors have a reasonable expectation that the Company has adequate resources to continue in operational
existence for the foreseeable future. Thus they continue to adopt the going coneern basis in preparing the annual
financial statements. _

Further details regarding the adoption of the going concern basis can be found in the Statement of accounting policies
in the notes to the financial statements. _ :

Finaneial risk management objectives and policies .

The Coimipany's activities expose it to a number of financial Fisks including forengn eurrency risk, eash flow risk and.
fraud risk and these are discussed in the Strategie Report on page 2.

Directors ,

The Directors, who served throughout the year and to the date of this report, are as follows:

Philip J Davies '

_ Anthony R Davis

Jonathan Amrani

- Craig James

Dirdctors’ indemnitics ’ ,

The C@mpany‘makes quaii’fyiﬁg third party indemnity provisions for the benefit of its directors.

Future developments 4 ‘

Details of future devebpments ¢an be found in the Strategic Rep@rt on page 3.



PSI-Pay Limited
Directors’ report (continued)

Auditor .
Each of the persons who is a director at the date of approval (‘)Fthls report eonfirms that:

¢ so far as the direetor is aware, there is no relevant audit information of which the Company's auditor is unaware;
and ' ' o

o the director has takcn ali the steps that he ought to have taken as a director in.order to make himself aware of any
reievant audit information and to establish that the Company's auditor is aware of that information.

This eonfirmation is given and should be interpreted in ae@mdanee with the provisions of Seet:an 418 of the .
Companies Ast 2006, :

Deloiite LLP, being eligible, has expressed their willingness to accept appointment and to continue in office in.
accordance with Section 485 of the Companies Act 2006. :

Appmved by the Board and signed on its behalf by:

Anthony R Davis \/

Direstor

6 April 2017

Afon Building
Worthing Road
Horsham
West Sussex
RHI2ITL



-The direstors are fespombie for preparing the Annual Report and the financial statements in accordance with
applicabie iaw and regulations. ,

Cornpan‘y_ law requires the directors to prepare financial statements for each financial year. Under that law the
directors have electad to prepare the financial statements in aceordance with United Kingdom Generally Aceepted
Accounting Practice (United Kingdom Accounting Standards .and applicable law), including Financial Reporting
Standard 102 “The Finaneial Reporting Standard applicable in the UK and Republic of Ireland” (FRS 102). Under
company law the directors must not approve the financial statements unless they are satisfied that they give a true and
fair view of the state of affairs of the Company and of the profit or loss of the Company for that period.

In preparing these financial statements, the directors are required to: ’
select suitable accounting policies and then apply them consistently;

K

s make Judgemeﬁts and accounting estimates that are reasonable and prudent; -

s  state whather applicable UK Accounting Standards, ineluding FRS 102, have been FoiIOWed subject to any
material departures disclosed and explained in the finaneial statements; and

& prepare the financial statements on the going concern basis uﬂless it is mappropriate to presume that the
Company will eontinue in business.

‘The directors are responsible for keeping adequate accounting fé@brds that are sufficient to show and explain the
. Company’s transactions and disclose with reasonable aceuracy at any time the financial position of the Company and
enable them to ensure that the financial statements eomply with the Companies Ast 2006. They aie also responsible
for safoguarding the assets of the Company and henee for taking reasonable steps for the prevention and detection of
fraud and other irregularities. ’ ‘



Independent auditor report to the members of PSI-Pay Limite

We have audited the financial statements of PSI-Pay Liniited (“the Company") for the year ended 31 December 2016
which eomprise the Profit and Loss Account, the Balance Sheet, the Cash Flow Statement, the Statement of Changes
in Equity and the related notes 1 to 20. The finaneial reporting framework that has been applied in their preparation
is applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Aecountmg
Praetice), including FRS 102 “The Financial Reporting Standard applicable in the UK and Republic of Treland”.

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

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement3 the directors are rasponsible for the preparah@n
of the financial statements and for being satisfied that they give a true and fair view. Our responsibility is to audit
and express an opinion on the financial staiements in aceordance with applieable law and International Standards on
Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices Board’s Ethical
Standards for Auditors.

Scope of the audit of the financial statements :
A description of the scope of an audit of financial statements is provided on the APB’s web-site at
www.frc.org. uk/apb/scope/UKNP (as issued on 1 December 2010).

@pimﬁn on financial statements _
In our opinion the financial statements:
& give a true and fair view of the state of the company’s affairs as at 31 December 2016 and of its profit for
the year then ended;
s have been propetly prepared in accordance with United Kingdom Generally Aceepted Accounting Practice;
and
& have been prepared in aceordance with the requirements of the Companies Act 2006.

Opinion on other matter preseribed by the Companies Act 2006
1n ouir opinion the information given in the Strategic Report and the Directors’ Report for the financial year for
which the finaneial statements are prepared is consistent with the financial statements.

Matters on which we are required to report by exception A A
We have nothing o report in respect of the following matters where the Companies Aet 2006 requires us to report to
you if, in our opinion: o
¢ adequate accounting records have not been kept; of returns adequate for our audit have not been received
from branches not visited by us; or

¢ the finaneial statements are not in agreement with the accounting records and returns; oF
& certain disclosures of directors’ remuneration specified by law are not made; of
@

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

Peter Birch FCA (Senior Statutory Auditer)
for and on behalf of Deloitte LLP _
Chartered Aceountants and Statutory Auditor
Douglas, Isie of Man



PSI-Pay Limited

Profit and loss account
For the year ended 31 December 2016

Turnover
Investment income

Total ineome
Cost of sales
- Gross profit

Administrative expenses

Operating profit

Finanee costs

Profit on ordinary activities before taxation
Tax on profit on ordinary activities

Profit for the financial year

All results detive from continuing operations.

2016 2018
Note : £ £
d 6,393,681 4,002,752
4 122,067 23,276
6,515,748 4,116,028

(4,866,621) (2,409,442)

1,649,127 1,706,586
(820,754)  (723,948)
819373 082,638
5 | e (260)
6 819282 982,378
9 (164,430) - (199,460)
654852 782,918

[ =———— I ——— ]

Tn both the current and preceding financial years, there was no other comprehensive income other than that dealt with

in the profit and loss above.

The notes on pages 14 to 30 form an integral part of these financial statements.

i0



Note ' £ £
Non=cuirrent assets _ | -~
Tangible fixed assets : _ i2 620 2,874
Deferred tax asset o . 14~ , 2,994 2,994

3,614 5,868

Current assets - , - - . ~
Debtors : ‘ ’ i3 . 207,942 302,385
Quaiifying liguid assets : , i 30,611,274 22,607,392

Cash at bank and in hand : ' 873,762 743,887 .

31,692,978 23,633,864

Creditors: amounts falling due within one year 15 : (28,303,843) (20,921,835)
Net current assets _ ' A - 3,389,135 2,732,029

- Total assets less eurrent liabilities : . o 3,392,749 2,737;897
Net assets - S c 3,392,749 - 2,737,897
Capital and reserves | , '
Called-up share eapital 16 2,700,003 2,700,003
Profit and loss aceount . : ’ 692,746 37,894
.Shareholders® funds o _ ' V ' 3,392,749 2,737,897

The finaneial statements of PSI-Pay Limited (registered number 05899168) were approved by the board of direstors

and authorised for i3sue on 6 April 2017. They were signed on its behalf by:

- Antheny R Davis
Direetor

The notes on pages 14 to 30 form an integral part of these financial statements.

I



201 201

i 6 . g
o Note £ .
Operating profit : o : 819373 982,638
Adjustments for: , . o
Depreciation of plant and equipment 12 2,819 . 4,309
Deerease in trade and other receivables : 94,643 620,532
Increase in trade and other payables 7417,116 12,086,043
Cash from operations ‘ ‘ - 8,333,951 13,693,522
Thterest pald S | 5 . o1) (260)
.Income taxes paid (199,538)  (140,949)
Net cash generated from opera{iﬁg activities ' A 8,134,322 13,552,313
Cash flows from investing activities : , ‘
Purchases of plant and equipment _ (565) oos
(565) -
Cash flows from financing activities : ,
Dividends paid ' . - 10 .= (1,200,000)
= - (1,200,000)
Nef.iné'reas‘e in cash and cash équivaieﬁts . 8,133,757 12,352,313
Cash and cash equivalents at beginuing of ye .
Disclosed as Qualifying liguid assets , A 22,607,392 10,895,558
Diselosed as Cash at bank and in hand ‘ , . 743,887 103,408
Cash and eash equivaients at end of year ' '
Disclosed as Qualifying liquid assets : 30,611,274 22,607,392
Disclosed as Cash at bank and in hand o 873,762 743,887

The notes on pages 14 to 30 form an integeal part of these financial statements.



At 31 ﬁééémi‘»er 2015

Profit for the financial year

. Total eomprehiensive ineome
Dividends paid on equity shares

At 31 December 2016 .

At 31 December 2014

Profit for the finaneial year
_Total comprehensive income

Dividends paid on equity shares .

" At 31 December 2015

Called-up

Profit
share and loss
capital a¢count Total
£ 2 £
2,700,003 . 37,894 2,737,897
. 654,852 654,852
2,700,003 692,746 3,392,749
2,700,003 692,746 3,392,749
2,700,003 454976 . 3,154,979
- 782,918 782,918
2,700,003 1,237,894 3,937,807
. (1,200,000) (1,200,000
2,700,003 37,804 2,737,897

P

The notes on pages 14 to 30 form an integral part of these financial statements.
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1. Aceounting polieies

The principal aceounting policies are summarised below.

@ General information and basis of aceouniing

PSI-Pay Limited is a company incorporated in the United Kingdom under the Companies Act. The address of the
registered office is glven on page 3. The nature of the Company’s opefations and its principal activities are set out in
the Strategic report on pages 1 to 3. - ' '
The financial statements have been prepared on a going concern basis under the historical cost e Ohvéntloﬁ, and in

aceordance the Companies Act 2006 and United Kingdom Accounting Standards includin g Financial Repoiting
Standard 102 (“FRS-102") as issued by the Finaneial Re,pomﬁg Couneil.

The functional eurrency of PSI-Pay Limited is considered to be pounds sterling because that is the ourrency of the
primary ecanomlc eiivironment in which the Company operates.

b (iomg coiteeri

The Company’s business astivities, together with the factors likely to affect its future development, perfbrmanee and
position are set out in the strategic report and directors’ report (‘the reports’). The reports flrther describe the
finaneial p@Slh@ﬁ of the Company; its eash flows and liquidity position; the Company’s objestives, policies and
processes for managing its eapital; its financial risk management objectives; detalls of its finaneial instruments and it
exposure to eredit risk and ]lqugdlty figk. : ) :
The surrent economic conditions ecreate unceriainty particularly over (a) the level of demand for the Company’s
gervices: (b) the exchange rate between sterling and other currencies and thus the aoﬁseQueﬁee for the Company’s
direst cost of doing business. -

The Company’s foreeasts and projections, taking account of reasonably possible changes in trading perf"ormanee,
show that the Company has adequate resources to eontinue in operational existence for the foreseeable future. Thus
they continue to adopt the go‘i‘ng concern basis of accounting in preparing the annual financial statements,

& Tangible fixed assets

Tangible fixed assets are stated at cost, net of depresiation and any provision for impairment. Depresiation i3
provided on all tangibie fixed assets, at rates calculated to write off the eost or valuation, less esﬁmatéd residual
value, of each asset on a straight-line basis over its expected useful life, as follows:

Office Equipment = 3 years / 33% pear annum
Residual value represents the estimated aroutit ‘which would currently be obiained from disposal of an asset, after

deducting estimated costs of dnspasal if the asset were already of the age and in the condition expected at the end of
. its useful iife.

14



PSI-Pay Limited

Notes to thé financial statements
For the year ended 31 December 2016 (continued)

1.~ Aeccounting policies (continued)

d. Finanetal nstruments
Finaneial assets and financial liabilities are reco ogn nised when the Company becomes a party to the contractual‘
provisiens of the instrument.

Finaneial Tiabilities and equity instruments are classified aceording to the substance of the contractual arrangements
entered into. An equity instrument is any e@nﬁ‘aet that evidenees a residual interest in the assets of the Company after
dedusting all of its liabilities. .

i)  Finaneial assels and liabilities

All tmanmal assets'and liabilities are mmally measured at transaction price (meludmg transaction costs), exeept for
those finanaial assets classified as at fair value through profit or loss, which are initially measured at fair.value (which
is normally the transaction price excluding transaction costs), unless the arrangement constitutes a financing
transaction. If an arrangement constitutes a financing transaction, the financial asset or financial liability is measured
at the present value of the future payments discounted at a market rate of interest for a similar debt instrument.

. Finaneial assets and liabilities are only offset in the statement of finaneial position when, and énly when there exists a
iegally enforceable right to set off the recognised amounts and the Company intends either to settle on a net basis, of
to realise the asset and settle the liability simultaneously.

Commitments to make and reeeive loans which meét ‘the sonditions menh@ﬁed above are measured at cost (wmeh
may be nil) less 1mpmrmeﬁt

Finaneial assets are derecognised when and only when a) the contractual rights to the eash flows from the financial
~ agset expire or are settled, b) the Company transfers to another party substantially all of the risks and rewards of
ownership of the financial asset, or ¢) the Company, despite having retained some, but not all, significant risks and
rewards of GWﬁership, has transferred control of the asset to another party.

Finaneial liabilities are derecegmsed only when the obligation speeified in the coﬁtraet is discharged, cancened or
expires. ) .
(n‘) Equilty instrumenis

Equity instruments issued by the Company are recorded at the fair value of eash or other resources received ot
reeeivable, net of direct issue costs. .

é Tmpairntent of assets

Assets, other than those measured at fair value, are assessed for indicators of impairment at each balance sheet date, If
there is objective evidence of impairment, an impairment loss is recognised in profit or loss as described below:

Noisfinaneial asseis

AR ass_e§ is impalred where there i5 objective evidence that, as a result of one or more events that occurred after initial
recognition, the estimated recoverabie valug of the asset has been reduced. The reeaverable amount of an asset is the
higher of its fair vaiue less costs to sell and its value in use.

Where indieators exist for a aecfés_se in impairment 1083, the prior impairment loss is tested to determine reversal. An
impairment loss is reversed on an individual impaired assat to the extent that the revised recoverabie value does not
lead to a revised earrying amount higher than the earrying value had ne impairment been recognised.

Fi Zﬁ&riét&l assels

For financial assets cartied at amortised cost, the amount of impairment is the danerenee between the asget’s earrying
amount and the present value of estimated future eash flows, diseounted at the ﬁnane:al asset’s original effective
iﬁterest rate, _ ‘ .

\



Notes to the F ancial statements
For the year ended 31 December 2016 (contmued)

1. Accounting policies (continued)
é. riiiiui "éﬁ? 0fassefs (eaiiﬂiméd)

amount “ﬁd the best estxmate o?the amount ihﬁt wcwld be received for the asset if it were to be @ld at the ?epoﬁmfs
date. . :
Where indieators exist for a decrease in impairment 10ss, and the decrease can be related objectively to an event
" ocourring after the impairment was recognised, the prior impaitiment loss i tested to determine reversal. An
impairment io3s is reversed on an individual impaired financial asset to the extent that the revised recoverable value
does not lead to a revised carrying amount higher than the carrying value had no impairment been recognised.

A Taxation
Current tax, including UK corporation tax and foreign tay, is provided at amounts expected to be paid (or recovered)
using the tax rates and laws that have been enacted or substantively enacted by the balance sheet date.
Deferred tax is recognised in regpect of all timing differences that have originated but not reveérsed at the balanee
sheet date where transactions of events that result in an obligation to pay more tax in the future or a right to pay less
tax in the future have occurred at the balance sheet date. Timing differences are differences between the Gampany K]
taxable profits and its resulis as stated in the financial statements that arise from the ineiusion of gains and losses in
tax agsessments in periods different from those in which they are recognised in the financial statements.

- Unrelieved tax lo3ses and other deferred tax assets are recognised only to the extent that, on the basis of all available

evidence, it can be regarded as more likely than not that there will be suitable taxable profits from which the future
. reversal of the underlymg timing differences can be deducted.

When the amount that can be deducted for tax for an asset that is remgﬂnséd ina business combination is less (m@re)
than the value at which it is recognised, a deferred tax liability (asset) i3 recognised for the additional tax that will be .
paid (avoided) in respect of that difference. Similarly, a deferred tax asset (liability) is recognised for the additional
tax that will be avoided (paid) beeause of a difference between the value at which a liability is recognised and the
amount that will be assessed for tax.
Defetred tax liabilities are recognised for timing differences arising from investments in subsidiaries and associates,
- except where the Company is able to control the reversal of the timing difference and it is probable that it will not
reverse in the foreseeable future. 4
Deferred tax is measured using the tax rates and laws that have been enacted or substantively-enacted by the balance
sheet date that are expected to apply to the reversal of the timing difference. Deferred tax reiating to propetty, plant
and equipment measured using the revaluation model and investment property is measured using the tax rates and
allowanees that apply to sale of the asget.

Current tax assets and liabilities are offset only when there is a Iegally enforceable nght to set off the amounts and the
Company intends either to settle on a net basis of to realise the agsét and seitle the liability simultaneously.
Deferred tax assets and liabilities.are offset only ift a) the Company has a legally enforeeable right to sat off current
tax agsets against eurrent tax liabilities; and b) the deferred tax assets and deferred tax liabilities relate to income taxes
levied by the same taxation authority on either the same taxable entity or different taxable entities which intend either
to settie cuirent tax liabilities and as3ets on a net basis, or to realise the asssts and settle the liabilities simultaneously,
" in each future period in which significant amounts of deferred tax liabilities or assets are expected to be settled or
recovered. . .
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Notes to the financial statements
For the year e ended 31 December 2016 (continued)

i.  Aeccounting policies (continiied)

& Turiover

The Company is involved in e-money transaction processing services. Revenues-from transaction processing is
tecognised in profit of 1035 at the time the serviees are rendered. Revenue is calculated either as a percentage of funds
processed o as a charge per translation, purSUaﬁt to the respeetwé customer and merchant agreements.

The Company’s BIN sponsorship division invoices its established clients monthly, normally based on the value oF the

- transactions processed during the month just ended, and subject to a minimum fee amount. These fees are accounted
for in the profit and loss aceount in the month in which they are earned. Duting the on-boarding process of new -

clients, a setup fee is normally charged to cover the COmpany s costs during the short period it takes for the
programme to go live. These setup fees are accounted for in the profit and loss accoum in the month in which they
are invoiced.

Investment income is recorded on an aceruals basis.

li.  Eriployee benefits

“S‘=? Limited operates a defined contribution secheme and the amount charged to the profit and lo 085 account in
spact of pension costs and other retirement benefits is the contributions payable in the year. Differences between

C 'rlbuh@ns payable in the year and contributions actually- pﬁid are ghown as either ac’“uals orF ’pi‘épayméﬂﬁ in the
balanee sheet.

A Foreigh eurreney

Transactions in foreign currencies are recorded at the rate of exchange at the date of the transaction. Monetary assets
and liabilities denominated in foreign currencies at the balance sheet date are reported at the rates of exchange'
prevailing at that date.

Exchange differences are recogmsed in profit or 10ss in the period in which they arise.

Jo Leases

Rentals under operafing leases are charged on a straight=line basis over the lease term, even if the payments are not
made on such a basis. Benefits received and eeewable as an incentive to sign an operating lease are sirﬁllal‘ly spread
Oﬂ a stfaighmme basis over the lease term.

2, Critieal aceounting judgéméﬂfs and key sources of estimation uncertainty

Tn the apm:canen of the Company’s aeeom\tmg policies, which are deseribed in note 1, the directors have consndered
if they are required to make judgements, estimates and assumptions about the cartying amounts of assets and
liabilities that are not readily apparent from other sources. The directors are of the opinion that there is no uncertainty
in the carrying amounts of assets and liabilities which all have a maturity date of less than one year.

3 Financial Risk _ , ’

The Company is exposed o a range of financial risks through its finanaial assets and financial liabilities. In particular,
the key financial risk is that the proceeds from financial assets are niet sufficient to fund the obligations to repay
aceount hiolders ag they fail due. The most important components of thi3 financial risk are interest rate risk, eurrency
risk, eredit risk and liquidity rusk The risk management policies employed by the Company to manage these tisks are
discussed below.
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December 2016 (continued)

3. Finaneial Risk (continued)

(@)  Market risk

Tiiterest rate Fisk ) ,

Tnterest rate risk is the risk that the value ot future cash flows of a financial instrument will fluctuate because of
differences in market interest rates. The Company holds the majority of client funds in non-interest bearing bank
surrent accounts, §0 movements in interest rates are immaterial.

Cuirreney risk A :

" The Company manages thelr foreign exchange risk against their functional currency. Foreign exchange arises. when
future commercial transactions ot recogniséd assets and liabilities are denominated in a eurrency that is not the
entity’s functional currendy. v

The Company i8 primarily exposed to currency risk in respect of liabilities to clients denominated in ourrencies
other than Sterling. The Company seeks to mitigate the risk by matching liabilities denominated in the foreign
eurrency with asseis denominated in the same currency. 4 .

At 31 Desember 2016, if the pound had strengthened by 10% against the various eurrencies with all other variables
held constant, profit for the year would have been £279,848 lower (2015: £386,240 higher), mainly as a result of
foreign exchange gains on the translation of foreign-denominated financial assets, carried at fair value through
profit or loss. ‘ :

The Company’s net currency exposures denominated in GBP equivalent were as follows:

ng valiie on Balance Sheet

Carryi

2016 2015

£ g

N (439,687) 6,417,816
EUR-€ (265,080) (11,438)
S (1,055,794) (2,613, 130)
UsD-5 2557162 (147301)
(;; AD.3 1,204,486 56,614
Other Currencies 637,550 192,325

Total net suirensy exposure 3,638,637 2,169,176
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Notes to t e financial statements
or the year ended 31 December 2016 (eontmued)
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3 ' Financial Risk (continued)
(b)  Credit Fisk and eoneenitrations

Credit risk is the risk that a counterparty will be unable pay amounts in ﬁm when due. Key areas where the
Company is exposed to credit risk are:

» ¢ash and cash equwaients
s amouiits due from payment processors (included within Qualifying liquid assets)
s amounts due from clients (trade debtors)

The Company manages the levels of credit risk it aceepts by placing lmuts on its exposure to a single counterparty.
Such risks are subject to regular review. Limits on the level of credit risk by eategory and territory are approved by
the Board of Direstors. -

The assets b_eafiﬁg crédit risk are summarised below, together with an analysis by credit rating:

2016 2015

- | , £ £

Client Debtors : _ . 153,771 59,926
Payment Processor Debtors . : _ 3,336,436 . 2,965,465
Other Qualifying liquid assets | . 27,274,833 19,641,927
Cash at bank and in hand i - 873,762 743,887
Total assets bearing credit Fisk - ' 31,638,807 - 23,411,205
2016 2015

| _ £ £

AAA ' _ A . ]
AA | S | | 2,969,207 2522
A 24,747,857 19,561,086
BBB ' - -
Below BBB or not rated 3921743 3,847,597
Total assets bearing eredit risk - . ‘ o 31,638,807 23,411,205

Coneentration risk arises when a number of counterparties are engaged in similar business activities o have s similar
economic features that would cause thair ability to meet contraetual obhgations to ba similarly affected by ehanges
in econemiae, p@htical or other conditions.

The concentration of eredit risk is substantially unchanged compared to prior year. Na financial assets are past due
or impaired. at the reporting date and management éxpécts no significant losses from non-performance by these

. institutions.
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~ Notes to the financial statements
For the year ended 31 December 2016 (contmued)

3 Finaneial Risk (continuéd)

(e)  Liquidity risk
Liquidity #isk is the risk that cash may not be available to pay obligations when due at a reasonable cost, The
primary liguidity risk of PSI-Pay is the obligation to make funds availabie to aceount holders as requested. All

funds held on behalf of clients are plased in bank current aceount and held as restricted e-money floats (see note -

11) and are therefore restricted and available on demand.

All of the Company’s finaneial assets and liabilities have maturity dates within the next year, Full details of these

assets and liabilities are provided elsewhere in the notes to the financial statements,

(d)  Capital manag@mant Fisk

The Company defines capital in accordance with regulatnons prescribed by the Finaneial Ccmduet Authonty_

- (“FCA™). The Comp*\ny 8 eaputal consnsts ef‘

2016 3015

, . £ £

Share capital (paid) ' _ 2,700,003 2,700,003

Retained earnings | 692,746 .37,894
Total Capital Resourees ‘ : _

_ 3,392,749 2,737,897

Total Capital Requirement (€350,000) 20883 257383

Capital surplus . . 3,093,926 2,480,544

The Company’s objestives when managing eapital are:

i) to eomply with legal and statutory obligations and maintain capital resources commensurate with. the nature,
geale and risk profile of its-business;

i) to provide a framework for monitoring the financial and eaprtal position of the Company, including the
procedures to be f‘cllowed during periods of general financial distress, either due to iniernal or external events;
and

i) to safeguafd the Company's ability to continue as a going coneern.

Management information to monitor the Company’s capital requirements and selveney pesition is produced and
presented to the Board on a regular basis ensuring that the Company meets its capital requirements at all times.

20



4, Turnover and revenie

An analysis of the Company’s turiiover by class of business is set out below.

Turnovers

The Company’s own e=wallet business
The Company’s BIN Sponsorship business
Investment income

An analysis of the Company’s turnover by geographical market is set out below.
g .

Turhover:

Europe (ineluding UK)
Asia ,

North America

Rest of the Worid

An analysis of the Company’s turnover is ag follows:

Seivices rendered
Fees and Commissions
[nvestimient income

5, . Finance ¢osts

Tnterest payable ‘ﬁ'ﬁ{i sirnilar charges — bank overdrafts

3016 3015
g 3
5,083,195 3,769,786
410,486 322,966
122,067 23,276
6,515,748 4,116,028
2016 3015

£ 2
5,272,631 3,810,222
790,264 78,707
386,526 159,591
66,327 67,508
6,515,748 4,116,028
3016 2015

2 ]
410,486 322,966
5,983,195 3,769,786
122,067 - 2327
6,515,748 4,116,028
2016 3015

£ g

91 260

91 260

21
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Notes to the financial stﬁt“"ents _
For the year ended 31 December 2016 (continued)

6. Profit on ordinary activities before taxation

Profit on ordinary activities before taxation is stated after charging / (crediting) :

 Depreciation cf‘tangible fixed assets (hote 12)
Operating iease rentals
Foreign exchange (gain) / ioss

Audit fees
Non=Audit fee - tax compliance

7 Staff numbers and costs
The average monthly number of employees (ineluding exegutive directors) was:

Administration .

Thelr agaregate remuneration somprised:

~ Wages and salaries
Soscial seeunty 005t3
C)fher pension costs (3es note 18)

2016

3015
£ £
2,819 4309 -
71,327 61,206
(181,941) 806,255
54,526 38,000
13,525 4,700
2016 2015
) Nijrﬁber. Number
ii 9
11 9
e
2016 2018
£ £
208,186 294,837
28,178 35,145
67,414 74,578
393,778 404,560

2.



8. Directors’ remuneration and transactions

‘Directors’® reniitieration

Emoluments - . .
Comipany eontributions to money purchase pension schemes

Thée number of direetois who! - o
Are members of a money purchase pension seheme

Remuneration of the highest paid director:
- Bmoluments _ , . :
Company contributions to a monay purchase pension seheme

Note the Director receives his salaty in the form of pension contributions.

Details of transactions with directors during the year are disclosed.in note 19,

2016 2015

£ g

27000 20,850
55180 48,000
82,180 68,850
N‘umb}er Number

3 2

2016~ 208

e - 2
20000 28,000
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otes to the financial statements
For the year ended 31 December 2016 (continued)

9. Tax on profit on ordinary activities
The tax charge comprises:

20060 2015
' £ £
Current tax on profit on ordinary activities ’ : .
UK eorporation tax _ - 164,430 199,538
Total current tax ' 164,430 199,538
Deferved tax :
Origination and reversal of timing differences = (78)
| Total deferved tax ' AR . : e ' (78)
Tétﬁl tax on profit on ordinary activities . 164,430 199,460

The deferred tax asset at the balance sheet date has been calculated based on the rate of 20% sffective at the balance
gheat date. 4 ' : :
There is fio expiry date on timing differences, unused tax losses o tax oredits.

The difference between the total tax charge shown above and the amount caleulated by applying the standard rate of
UK corparatnon tax to the profit before tax is as foilows:

2016 2015
A £ £
Préﬁt on ordinary activities before tax _ 819,282 982,378
* Taxon profit on ordinary activities at standard UK :
corporation tax rate 0f 20.0 % (2015: 20.25 %) . 163,856 198,931
Effects of: _
- Bxpenses not deductible for tax purposes 652 527
- Capital allowances for year in excess of depreciation - . . (9 2
Total tax eharge for year oo o _ 164,430 199,460
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Notes to the financial statements.
For the year ended 31 December 2016 (continued)

10.  Dividends on equity shares

2016 2015
A _ £ £
Amounts recognised as distributions to equity helders in the period!
Interim dividend per -ordinary share - 1,2063000
Proposed final dividend = =
< 1,200,000

e A ———————— |

1. Qualifying Liquid Assets.

Tn compliance with the Financial Conduet Authority (FCA) rules and régulations, the Company holds Quaiifyiﬁg
Liquid Assets at least equal to the amounts owing te Clients and Businesses. These amounts are maintained in
aeeounts which are segregated from operating funds. A legal right of offset exists between the balanees owing to the
Clients and Businesses and the cash balances segregated il the elient designated aecounts 4

As at 31 Asat 31
December Deceniber

2016 2015

£ £

Qualifying Liquid Agsets held for Clients including MasterCard Deposits 4 30,611,274 22,607,392
e-money Float and BIN Sponsorship Customer Floats (see note 13) .27.972,637 20,438,216
Surplus eash held in seg“regated client aceounts ‘ 2,638,637 2,169,176

Ineluded within Qualifying Liquid Assets is an amount of £3,336,436 (2015: £2,965,465) held as cash in transit from
payment serviee pmvnders

Note thera is Ao regulatory requirement to safeguard merchant liabilities in the same Fﬁbhiﬁﬁ however the Company
chose to maintain segregated funds to cover these merchant balances and consequently those eash balanees held and
eorresponding liabilities have been included in the table above.



| PSI-Pay Limited

Notes to tl eﬁ \ancial statements
For the year ended 31 December 2016(contmued)

12.  Tangible fixed assets
2016 2015
Office Equipment (Cost) _ _ _
- At 1 January , A : ' 19,070 19,070
" Disposals ' ’ (12,826) -
Additions ' 565 =
At 31 December - . ' ‘ 6,809 19,070
2016 20i5
. £ _ £
Office Equipment (Depreciation) _ , _
At 1 January. . . ‘ _ . 16,196 . 11,887
Eliminat éd on Disposals - . (12,826) =
Charge for the year ’ _ 2,819 4,309
At31 December - o ‘ 608 16,196
Net book value | : - 620 12,873
.13,  Debtors
' 2016 2015
_ £ £
Armounts falling due within one year: .
Trade debtors . 153,771 59,926
Amounts owed by entities under comimon ownership (note 19) 12,767 8,971
Other debtois . ' 16,826 = 210,366

Prepayments and aegmed income . 24,578 23,322

207,942 302,585

Amounts owed by entities under comimon ownership are unsecured, interest free and repayable on demand.



Notes to the financial statements
- For the year ended 31 December 2016 (continued)

—

14, Deferred taxation

2016 2018

v - & £
At 1 Janudry ' _ L 2,994 2,916
Released to profit and loss account . A : : : 78
At 31 December 2,894 2,094
Total 2,994 2,994

Deferred ta

' ' 3016 2015

Deferred tax is provided as follows: £ £
Aeicéiefatéd eapital allowances = 78

. 18, Creditors: amounts falling due within one year

' 2016 2018
‘ £ £
Trade creditors ' S 47,144 62,750
Amounts owed to parent eompany (note 19) - . 26,000 26,000
Amourits owed to entities under eommon ownership (note 19) 6,000 22,000
Corp@ratlén fax ) oo . _ 164,430 199,538
Other taxation and soacial seeurity ‘ ' ' _ . 18,811 12,511
E-money float and BIN sponsorship custorner floats (see note 11) - 27,972,637 20,438,216

Acerualg and deferred income : , : 68,721 160,820

28,303,843 20,921,835

Amounts owad to the parent company and entities under commOn OWners hip are unseeured, interest free and payable
on demand. '

i6. Called-up share ca pltﬁl S _
' ' 2016 2015 -

| 2 2
Allotted, salled-up and fully-paid o
1,100,003 ordinary shares of £1.00 each - i, 1,100,003 1,100,003
1,600,000 Redeermable preference shares of £1.00 cach _ 1,600,000 1,600,000

~ The 1,600,000 Redesmable Preference shares of £1 each are redeemable by the Company at any time with ﬁé“; less
than one month's written notice to the holders of the preference shares. The preference shares carry no voting rights,
teceive no dividends, and rank in priority to the ordinary shares for repayment in the event of the Company being
wound up. : - A

* The preference shares can only be redeemed at the discretion of the Company and therefore they do fiot satisfy the
definition of a financial liability under FRS 102, sections 11 and 12, and have been presented as an equity instrument.
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‘Notes to the financial statements
For the year ended 31 December 2016 (continued)

17. ' Finaneial commitments .
Total future minimum lease payments under non-cancellable operating leases are as follows:

Land and Buildings : : 2016 2015
| -withinoneyear | | 110,333 30,966
= between one and five years v : 55,167 =

- after five years ) . . -

165.500 30,966

18, Employee heﬁeﬁfs
A Deéfined eontribution sehenies

The Company operates defined contribution retirement. benefit schemes for all qualifying employees. The total
expense charged to profit or loss in the year ended 31 December 2016 was £67,414 (2015: £74,578).

19. Related party transactions

Direetors’ transactions ‘
During the year, the Company was paid £29,178,643 (2015: £12,242,281) by PerfectCard Limited, and paid
- £4,987,433 (2013: £1,200) to PerfectCard Limited, a BIN spongsership elient where Philip Davies is also a director.
At the year end, the Company was holding funds totalling £4,807,945 (2015: £10,077,469) belenging to PerfectCard
Limited, whilst an amaunt of £12,982 (2015: £52,324) was owed to the Company by PerfectCard Limited. During
the year revenue of £50,273 (2013: £27,367) was generated from these transactions with PerfectCard Limited.

During the year, the Company was paid £966,148 (2013: £1,161,684) by Enumis Limited, and paid £37,961 (2013:
£Nil) te Enumis Limited, a BIN sponsoiship elient whére Philip Davies is also a director. At the year end, the
Company was holding funds totalling £Nil (2015: £33,503) belonging to Enumis Limited, whilst an amount of £Nil
(20135: £5,639) was owed to the Company by Enumis Limited. Dunng the yea r revenue of £21,400 (2013: £36,000)
was generated from these transactions with Enumis Limited.

' During the year, the C@mpaﬁy was paid £21,358 (2013: £Nii) by Transaet 24 (UK) Limited, a BIN spéﬂso'r‘shi‘p elient
where Philip Davies is alzo a director. At the year end, an amount of £6,423 (2015: £Nil) was owed to the Company

by Transaet 24 (UK) Limited. During the year revenue of £9,545 (2015: £Nil) was generated from these transactions
‘with Transact 24 (UK) Limited. .

During the year, the Company paid £32,700 (2015: £Nil) to Neopay anuted where Craig James is also a dnrectcr, for .
the provision of profesSnenal services. .

All the above agreements have been enterad into on an arm’s length basis.

The ultimate benefieial owner of the Company, and a number of Directors and employees have e=Money aéasuits
with the Company on normal commercial terms. :
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19. Related party transactions (continued)

Other related pariy transactions

During the year, the Company was charged £78,000 (2015: £26,000) for technology services by PSI Limited, the
parernit company of PSI-Pay Limited (ses note 20). At the year end, an amount of £26,000 (2015: £26,000) was owed
to PSI Limited by the Company. PSI-Pay Limited also operates a Business e<sMoney aceount for PSI Limited and,

during the year, PSI Limited made deposits of £13,800, 901 (2015: £4,521,406) and withdrawals of £14,051,697
(2015: £3,362,317). At the year end, £912 3432 was owed to PSI Limited (2015: £1,159 088)

During the year, the Company was charged £97,000 (2015: £72,000) for consultancy services rendered by Baneom
Europé Limited and made charges tota]lmg £Nil (2015: £11) to Bancom Europe Limited, a company owned by Mt.
Shaked, the ultimate controlling party of PSI-Pay Limited (see note 20). At the year end, an amount of £6,000 (2015:
£22,000) was owed to Bancom Europe Limited by the Company and £8, 971 (2015: £8,971) was owed to the
Company by Bancom Europe Limited.

D' ring the year, the Company made eharges totalling £3,796 (2015: £1,909) for telecommunications services to
m=Tee-Co Serviees Cyprus Ltd, a company e@ﬁtfoned by Avi Shaked, the ultimate controlling party of PSI-Pay
Li m ted. At the year end, an amount of £3,796 (2015: £1,909) was owed by the Company to Com-Tec-Co Serviees
Cy Fus Lid.

' (0)

30. (;ﬁﬁtfoll'iﬁg pa%ty

The immediate parent company throughout the year is PSI Limited, a company incorporated in the Isle of Man.

The ultimate controlling party throughout the year is Mr. Avraham Shaked controlling indirectly, 58 per cent of the
issued share capital of the Company, through its parent company, PST Limited.
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