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NETELLER PLC (the “Company” or “NETELLER”) 
is a global electronic money issuer. The Company 
operates an electronic wallet that provides secure, 
instant and indemnified funds transfers related to 
online transactions. The Company currently has a 
strong market presence in the Internet Gaming 
market. 
 
NETELLER’s shares are quoted on AIM, a market 
operated by the London Stock Exchange, and trade 
under the symbol NLR. The Company is capitalised 
at approximately £1 billion and is one of the largest 
companies on AIM.   The Company is headquartered 
in the Isle of Man. 
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This discussion and analysis contains forward-looking statements relating to future events and future 
performance.  In some cases, forward-looking statements can be identified by terminology such as “may”, 
“will”, “should” “expects”, “projects”, “plans”, “anticipates”, and similar expressions.  These statements 
represent management’s expectations or beliefs concerning, among other things, future operating results and 
various components thereof or the economic performance of NETELLER. The projections, estimates and 
beliefs contained in such forward-looking statements necessarily involve known and unknown risks and 
uncertainties, which may cause the actual performance and financial results in future periods to differ materially 
from any projections of future performance or results expressed or implied by such forward-looking statements.  
Accordingly, readers are cautioned that events or circumstances could cause results to differ materially from 
those predicted. 
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HIGHLIGHTS 
FOR THE SIX MONTH PERIOD ENDED 30 JUNE 2005 

 
All figures in US$ unless otherwise stated. Percentage changes shown are versus half year 2004*. 
 
•  Average daily sign ups:   2,732   (up 82%) 

•  Total half year end members:   1.75 million  (up 101%) 

•  Average daily receipts:   $3.0 million  (up 103%) 

•  Revenue:     $73.5 million  (up 122%) 

•  Gross margin:    73.2%   (69% in HY 2004) 

•  Profit before tax:    $40.6 million  (up 126%) 

•  Net profit:     $37.0 million  (up 210%) 

•  EPS:     $0.31    

 
H1 - 2005 H1 - 2004 % change  

   

Average daily sign ups 2,732 1,497 82% 

Total members 1,745,602 868,335 101% 
 Average daily receipts from members $2,998,741 $1,473,944 103% 
    

 
* Please refer to page 19 for supplementary 2nd quarter information. 
 
Gord Herman, Chief Executive Officer, commented:  
 
“We are pleased with the strong performance that NETELLER continues to demonstrate, with significant growth in 
customers, merchants, revenue and profitability.  The next six months will be key to our expansion in Europe, 
strengthening our foothold in Asia, and the implementation of the next generation web-based platform. Our recent 
senior appointments and continual investment in quality people have positioned us for the next phase of the 
Company’s development.  We are excited by the opportunities and challenges NETELLER faces and look forward 
to the future with confidence.” 
 
Enquiries: 
 
NETELLER PLC      01624 698 702 
Gord Herman, Chief Executive Officer 
Dale Johnson, Executive Vice President 
Eric Hughes, Chief Financial Officer 
Andrew Gilchrist, Vice President, Communications  0870 735 1478 
 
Citigate Dewe Rogerson     0207 638 9571 
Sarah Gestetner/Seb Hoyle/George Cazenove 
 
NETELLER will hold a conference call on 2 September 2005 at 2.00 pm (BST) for analysts and institutional 
investors.  A replay of the call may be heard from 6:00 pm (BST) onwards on 2 September 2005 by dialling 001 718 
354 1112 (US) or +44 (0) 20 7784 1024 (UK/Europe), passcode 4774327 #, and will be available until 8 September 
2005.  
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CHIEF EXECUTIVE’S REPORT 
FOR THE SIX MONTH PERIOD ENDED 30 JUNE 2005 

 

Dear Shareholders, 

Continued strong growth characterised the first half of 2005 for NETELLER. Increased investor focus on the online 
gaming and online payment industries increased the profile and created awareness that neither industry had 
previously experienced. During this time, NETELLER has advanced towards its vision of becoming the world’s 
leading money transfer service provider. 

The following paragraphs set out our vision and highlight NETELLER’s recent achievements and developments. 

STRATEGY 

Our vision is to become the global leader in providing online money transfer products and the provision of e-money. 
Our priorities for growth in the short and medium term focus on the following three key areas: 

1. Continue to build out our global money transfer platform through geographic expansion. 
2. Develop a “whole product” service (i.e. expand the benefits of a NETELLER account). It is contemplated that 

this will include one or more bank partnerships. 
3. Continue to develop enhanced identification, fraud prevention and know-your-customer capabilities. Superior 

identification competencies are a cornerstone of our leadership position in providing safe and secure online 
payments. 

GROWTH 

The strong market demand for NETELLER’s online payment services experienced in 2004 carried over into the first 
half of 2005. Our customer base more than doubled from 868,335 at 30 June 2004 to 1,745,602 at 30 June 2005, 
with average daily sign-ups of 2,732 (2,862 in Q1 and 2,604 in Q2). In the same period, our average daily receipts 
from customers grew 103%, from $1.5 million to $3.0 million ($2.9 million in Q1 and $3.1 million in Q2). Growth 
in new member sign-ups has historically been strongest in the first and third quarters. 

The expansion of our customer base in this period has been accompanied by growth in our merchant base which 
exceeded 1,700 as at 30 June 2005 (compared to approximately 1,400 at 31 December 2004). In this period we have 
added two major merchants, Betfair, the world’s leading-betting exchange, and Expekt.com, a leading international 
bookmaking group with betting licenses in Malta, UK and Austria. We continue to attract new online gaming 
merchants by providing trusted, secure and innovative payment services. 

The significant growth in our customer and merchant bases necessitated a proportional and coordinated growth in 
our employee base, which grew over 40% in the first six months of 2005, from 320 at 31 December 2004 to 450 at 
30 June 2005. New processes and standards have been established in parallel with the addition of employees in key 
departments such as Finance, Information Technology, Information Security, Quality Assurance, User Experience, 
Marketing and Administration. These have enabled us to identify and eliminate operational constraints as well as to 
bolster our ability to capitalise on emerging opportunities. The skills and experience of our team are pivotal to our 
future success, and the Company will therefore continue to invest heavily in recruitment and training. 

GEOGRAPHIC EXPANSION 

Effective January 2005, the Company acquired Quick Access International Limited, a debit card payment processor 
owned by CTM, a Macau telecom service provider. Quick Access was targeted for its strategic business 
relationships in China. This acquisition positions NETELLER and its merchants with an early foothold in the 
emerging Chinese online money transfer market. As previously announced, a simplified e-wallet independent of the 
main NETELLER system will be integrated within the Quick Access processing system by Q4 2005. This will 
enhance functionality and profitability associated with Quick Access. 
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In May, NETELLER successfully completed beta-testing of the first of many planned localised versions of our 
global website. This test launch included a streamlined version of the global website translated into Japanese and 
proved the high demand for NETELLER’s services in the Japanese market. A full launch in this large market is 
planned for Q4 2005. 

In June, the Company launched a site specifically tailored for the European marketplace to capitalise on the 
Financial Services Authority’s authorisation of our UK subsidiary, NETeller (UK) Limited, as an e-money issuer.  
This launch was combined with a successful email campaign which has resulted in improved signups and revenues 
from the European region. 

The Company’s highest strategic priority continues to be the development of a global money transfer business. An 
evaluation of our progress to date has reinforced our view that global expansion is a long-term initiative, requiring 
significant planning and investment. A “next-generation” web-based technology platform has been under intense 
development since our IPO to facilitate continued global expansion.  This new platform features enhanced 
functionality, scalability and flexibility to overcome limitations associated with the existing platform which has been 
adapted for growth as the Company’s customer and merchant bases have expanded. The new platform is expected to 
be implemented in stages over the coming 12 months. 

DIRECTOR, EXECUTIVE AND AUDITOR APPOINTMENTS 

In April, the Company appointed Dale Johnson to the Board of Directors. Mr. Johnson is Executive Vice President, 
Corporate Development of the Company and has over 30 years of experience that includes corporate leadership, 
operations management, business development, project management and turnarounds in both private and public 
companies. 

In July, the Company welcomed Ronald Martin as Chief Operating Officer. Mr. Martin has extensive management 
experience in service, outsourcing and high growth software firms. He will be a valuable addition in facilitating the 
Company’s global expansion and continuing growth. He has held varied executive positions with companies such as 
FirstService Corporation, Job Advantage.com, Salesnet Inc and, most recently, Globoforce Ltd. 

In August, Andrew Gilchrist joined the Company as Vice President – Corporate Development and Communications. 
He has widespread investment banking expertise, most recently as a corporate financier with Canaccord, the 
Company’s nominated adviser and joint broker. He has previously worked for Credit Lyonnais Securities, Bear 
Stearns and HSBC.  Mr. Gilchrist will play a significant role liaising with the investment community. 

In July, the Company announced the appointment of KPMG Audit LLC to act as the Company’s auditors with 
immediate effect. The decision was based principally on the strength of KPMG’s Isle of Man team, represented by 
more than 80 partners, managers and professional staff.  

CUSTOMER SERVICE AWARD 

Excellence in customer service is of paramount importance to NETELLER.  We were therefore pleased to announce 
in July that our customer service team in Calgary achieved the prestigious Contact Centre Employer of ChoiceTM 
(CCEOC) Gold Level Award. This award distinguishes NETELLER’s customer service team as one of the best 
contact centre operations to work for in North America. The CCEOC Award is fast becoming an industry standard 
for recognising people-centric contact centres. The award enables us to enhance public perception and promote 
exceptional work environments while attracting, retaining and engaging high-performing, culturally-aligned 
employees. 

REGULATORY ENVIRONMENT 

NETELLER is subject to a variety of regulations in jurisdictions in which it operates and monitors international 
legislation that may have an impact on its business. NETELLER has implemented an internal anti-money laundering 
and anti-terrorist financing program in order to comply with legislation in the countries in which it operates. 
NETELLER also monitors international legislative developments concerning online gaming, an industry that utilises 
NETELLER’s services. 

*     *     * 
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FINANCIAL REVIEW 

Sign Ups 

After signing up our one-millionth member last September, we surpassed 1.7 million members in June 2005, adding 
an average of 2,732 members per day for the half year, up 82% from half year 2004. The Company added 494,536 
new members in the half year, bringing our total member base to 1,745,602 as of 30 June 2005, a 101% year-over-
year gain. 

Revenue 

Revenue for the half year of $73.5 million was up 122% from half year 2004, with Q2 2005 revenue of $39.3 
million up 15% and 123% over Q1 2005 and Q2 2004 respectively. Revenue increased due to improvements in 
several areas, including the increase in receipts from members to $3 million per day (up 103% from 2004) and the 
combination of increased foreign exchange and interest revenue resulted in the improved top line.  The extent that 
members used their e-wallet to transfer funds to merchants also improved in the half year resulting in increased 
transfer fees. 

Gross margin 

Gross margin was 73% for the half year, a four percentage point increase over half year 2004, mostly due to a 
reduction in bad debts, the Company’s largest expense. Bad debts as a percentage of sales fell from over 15.1% in 
half year 2004 to 12.6% due primarily to improved processes in fraud prevention. 

Expenses 

General and administrative (G & A) expenses as a percentage of sales increased slightly to 13% in Q2 from 12% in 
Q1. G & A in the first half to 30 June 2005 was 12% of sales, up from 9% in 2004. This increase is partially due to 
an increase in share option expenses to $1.2 million from nil in 2004. As expected, income tax expense for the half 
year was lower than half year 2004 due to the Company’s relocation of corporate headquarters and transaction 
processing and data management systems to the Isle of Man in 2004 and early 2005.  

Depreciation and amortisation expenses increased over half year 2004 due to the purchase of computer software and 
hardware, a strategic focus on new product development necessary to fuel company growth, and the amortisation of 
intangible assets obtained on the acquisition of Quick Access. 

Earnings per share 

Continued business growth, increases in interest income on cash balances and investments, and operational 
improvements pushed earnings per share to $0.31 for the half year compared to $0.20 in half year 2004, an increase 
of 55%. Second quarter earnings per share was $0.17 compared to $0.05 for the same period in 2004, a 240% 
increase (note that the weighted number of shares outstanding for half year 2005 is significantly higher than half 
year 2004 as the Company went public on 14 April 2004 - refer to Note 7). 

Balance sheet 

NETELLER ended the half year with $86 million in cash and cash equivalents compared to $77 million at the fiscal 
2004 year end. The Company retained its strong working capital position in the half year and built its asset base with 
software and hardware acquisitions as well as ongoing software development for the Company’s next generation 
electronic money transfer platform. The Company also paid its outstanding $9.3 million tax liability during the half 
year. The Company’s acquisition of Quick Access in March 2005 added significantly to the 40% increase in the 
Company’s asset base. 

*     *     * 

Our recent success would not have been possible without the skill and dedication of the entire NETELLER team, the 
trust of our customers and the support of our shareholders. With these key assets in place and the continuing growth 
in the online gaming sector, the board is confident that NETELLER will continue to make significant progress in the 
second half of 2005. 

GORD HERMAN 
Chief Executive Officer 
2 September 2005 
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INDEPENDENT REVIEW REPORT 
TO NETELLER PLC 

 

We have reviewed the accompanying consolidated balance sheet of NETELLER PLC at 30 June 2005 and the 
related consolidated statements of income, cash flows and changes in equity for the six month period then ended. 
These financial statements are the responsibility of the Company’s management.  Our responsibility is to issue a 
report on these financial statements based on our review. 

This report is made solely to the Company, in accordance with the International Standard on Review Engagements 
(ISRE) 2400. Our work has been undertaken so that we might state to the Company those matters we are required to 
state to them in an independent review report and for no other purpose. To the fullest extent permitted by law, we do 
not accept or assume responsibility to anyone other than the Company, for our review work, for this report, or for 
the conclusions we have formed. 

We conducted our review in accordance with the International Standard on Review Engagements (ISRE) 2400. This 
Standard requires that we plan and perform the review to obtain moderate assurance as to whether the financial 
statements are free of material misstatement. A review is limited primarily to inquiries of Company personnel and 
analytical procedures applied to financial data and thus provides less assurance than an audit. We have not 
performed an audit and, accordingly, we do not express an audit opinion. 

Based on our review, nothing has come to our attention that causes us to believe that the accompanying financial 
statements do not give a true and fair view in accordance with International Financial Reporting Standards. 

KPMG Audit LLC 
Chartered Accountants 
Douglas 
Isle of Man 
 
2 September 2005  
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CONSOLIDATED 
INCOME STATEMENT 

UNAUDITED 
 
 

Six month 
period ended 
30 June 2005 

Six month 
period ended 
30 June 2004 

% Change 
 

US$ US$   

    
    
Revenue 73,484,674 33,124,074 122% 
Cost of sales    
     Customer support 5,037,403 2,802,487 80% 
     Website maintenance 1,590,533 884,522 80% 
     Deposit and withdrawal fees 3,804,087 1,559,936 144% 
     Bad debts and collections 9,275,496 4,997,811 86% 
     
Gross profit 53,777,155 22,879,318 135% 
Operating expenses    
     General and administrative 9,150,334 3,005,250 204% 
     Management bonus 1,795,622 1,058,000 70% 
     Foreign exchange gain (163,484) (357,466) -54% 
     Depreciation and amortisation 2,277,109 1,222,858 86% 
     Loss on investment 75,000 - na 
Profit before tax 40,642,574 17,950,676 126% 
    
Income tax expense 3,675,208 6,018,198 -39% 
       
Net profit for the period 36,967,366 11,932,478 210% 

    
Basic earnings per share (Note 7) $0.31 $0.20 55% 
    

Fully diluted earnings    
     per share (Note 7) $0.30 $0.20 50% 
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CONSOLIDATED 
BALANCE SHEET 

AS OF 30 JUNE 2005 

 
 

 30 June 2005 31 December 2004 
 US$ 

(Unaudited) 
US$ 

(Audited) 
   
ASSETS   
CURRENT ASSETS   
Cash and cash equivalents 85,968,228 76,969,314 
Restricted cash (Note 3) 9,776,094 1,783,787 
Receivable from members 1,780,000 1,655,000 
Trade and other receivables 899,953 32,499 
Income taxes receivable 2,360,155 - 
Prepaid expenses and deposits 1,176,628 837,810 
   
 101,961,058 81,278,410 
   
NON-CURRENT ASSETS   
Capital assets 8,188,321 5,714,265 
Intangible assets 12,114,040 4,850,810 
Portfolio investment - 75,000 
Goodwill (Note 4) 5,814,800 - 
   
 128,078,219 91,918,485 
   
LIABILITIES   
CURRENT LIABILITIES   
Trade and other payables 3,622,593 2,616,196 
Income taxes payable - 9,209,356 
Conditional consideration payable (Note 6) 2,605,999 - 
   
 6,228,592 11,825,552 
   
NON-CURRENT LIABILITIES   
Conditional consideration payable (Note 6) 2,602,742 - 
 8,831,334 11,825,552 
   
SHAREHOLDERS’ EQUITY   
Share capital (Note 5) 39,770 39,708 
Share premium 47,888,887 46,651,224 
Equity reserve on share option issuance 1,548,786 380,742 
Translation reserve (219,183) - 
Accumulated profits 69,988,625 33,021,259 
   
 119,246,885 80,092,933 
   
 128,078,219 91,918,485 
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CONSOLIDATED 
STATEMENT OF CHANGES IN EQUITY 

FOR THE SIX MONTH PERIOD ENDED 30 JUNE 2005 

UNAUDITED 
 
 

 

 Share 
capital – 
ordinary 

shares 

Share 
capital – 
deferred 
shares 

Total share 
capital 

 
 

Share 
premium 

Equity 
reserve on 

share option 
issuance 

Translation 
reserve on 

foreign 
operations 

 
 

Accumulated 
profits 

 
 

Total 

Balance as at  
1 January 2004  

 
1 

 
-   

 
1 

 
-   

 
-   

 
-   

 
-   

 
1 

Issue of ordinary shares         
     during the year 21,707 -   21,707 53,169,341 -   -   -   53,191,048 
Issue of deferred shares 

during the year 
 

-   
 

18,000 
 

18,000 
 

-   -   
 

-   
 

-   
 

18,000 
Share issuance costs on 

ordinary shares issued 
during the year 

 
 
 

-   

 
 
 

-   

 
 
 

-    (6,518,117) -   

 
 
 

-   

 
 
 

-   

 
 
 

(6,518,117) 
Net profit for the period -   -   -    -   -   -   11,932,478 11,932,478 
         
 
Balance as at 30 June 
2004 (Unaudited) 

 
21,708 

 
18,000 

 
39,708 

 
46,651,224 

 
- 

 
-   

 
11,932,478 

 
58,623,410 

         
Equity reserve on option 
issuance 

 
-   

 
-   

 
-    

 
-   380,742 

 
-   

 
-   380,742 

         
Net profit for the period -   -   -    -      -   -   21,088,781 21,088,781 
         
        
Balance as at  
1 January 2005 
(Audited) 

 
21,708 

 
18,000 

 
39,708 

 
46,651,224 380,742 

 
-   

 
33,021,259 

 
80,092,933 

          
Issue of ordinary shares 
     during the period 

62 -   62 1,237,663 -   -   -   1,237,725 

Equity reserve on option 
     issuance 

-   -   -    -   1,168,044 -   -   1,168,044 

Translation reserve on 
     foreign operations 

-   -   -    -   -   (219,183) -   (219,183) 

Net profit for the period -   -   -    -   -   -   36,967,366 36,967,366 
         
Balance as at 30 June 
2005 (Unaudited) 

 
21,770 

 
18,000 

 
39,770 

 
47,888,887 

 
1,548,786 

 
(219,183) 

 
69,988,625 

 
119,246,885 
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CONSOLIDATED 
STATEMENT OF CASH FLOWS 

FOR THE SIX MONTH PERIOD ENDED 30 JUNE 2005 

UNAUDITED 

 
In addition to the increase in cash and cash equivalents during the period, restricted cash increased by US$7,992,307. 

 Six months ended 
30 June 2005 

Six months ended 
30 June 2004 

 US$ US$ 
OPERATING ACTIVITIES  
Profit before tax 40,642,574 17,950,676 
   

Adjustments for: 
 Depreciation and amortization 2,277,109 1,222,858 
 Unrealised foreign exchange loss 264,362 347,092 
 Loss on sale of capital assets - (522) 
 Loss on investment 75,000 -   
 Share option expense 1,168,044 -   
Operating cash flows before movements in working capital 44,427,089 19,520,104 
   

 Increase in receivable from members (137,663) (385,000) 
 Increase in trade and other receivables (867,454) (54,016) 
 Increase in prepaid expenses and deposits (338,818) (449,062) 
 Increase in trade and other payables 972,283 1,421,500 
 Increase in payable to members and merchants - 17,979,873 
Cash generated by operations 44,055,437 38,033,399 
  

Income tax paid (15,244,719) -   
 

Net cash from operating activities 28,810,718 38,033,399 
 

INVESTING ACTIVITIES   
 Purchase of capital and intangible assets (12,014,394) (2,523,197)
 Proceeds on sale of capital assets - 6,411
 Purchase of portfolio investment - (50,000)
    Increase in restricted cash accounts (7,992,307) -
    Acquisition of subsidiary (Note 6) (5,402,436) -
 

Net cash used in the investing activities (25,409,137) (2,566,786) 
   

FINANCING ACTIVITIES   
 Conditional consideration payable (Note 6) 5,132,791 - 
 Proceeds on issuance of shares, net of share issuance costs 1,237,725 46,690,931 
 Receivable from NETELLER Inc. -   17,081,598 
 Funds held in trust -   6,500,000 
 Repayment of amounts due to shareholders -   (6,500,099) 
 Repayment of notes payable to NETELLER Inc. -   (7,473,633) 
   

 Net cash generated from financing activities 6,370,516 56,298,797 
 

INCREASE IN CASH AND CASH EQUIVALENTS DURING PERIOD 9,772,097 91,765,410 
 

NET EFFECT OF FOREIGN EXCHANGE ON: 
  CASH AND CASH EQUIVALENTS (554,000) (357,561) 
  TRANSLATION OF FOREIGN OPERATIONS (219,183) - 
 

CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD 76,969,314 31,030,455 
 

CASH AND CASH EQUIVALENTS, END OF PERIOD 85,968,228 122,438,304 
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NOTES TO THE INTERIM FINANCIAL STATEMENTS 
FOR THE SIX MONTH PERIOD ENDED 30 JUNE 2005 (UNAUDITED) 

 

1. Basis of presentation 
The principal operating currency of the Group is US dollars and accordingly the financial statements have been 
prepared in US dollars. The interim results for the period ended 30 June 2005 are unaudited and do not constitute 
statutory accounts within the meaning of the Isle of Man Companies Acts 1931 to 1993. The statutory accounts of 
NETELLER PLC for the year ended 31 December 2004 have been filed with the Registrar of Companies and 
contain an unqualified audit report. Further copies can be obtained from the Registered Office of the Company, 4th 
Floor, Standard Bank Building, 1 Circular Road, Douglas, Isle of Man, IM1 1AF. 

2. Significant accounting policies 
The interim results for the period ended 30 June 2005 have been prepared in accordance with the accounting policies 
adopted in the accounts for the year ended 31 December 2004 and in accordance with IAS 34 “Interim Financial 
Reporting”. New accounting policies adopted during the six month period ended 30 June 2005 are disclosed below. 

Goodwill 
Goodwill arising on consolidation represents the excess of the cost of acquisition over the Group’s interest in the fair 
value of the identifiable assets and liabilities of a subsidiary at the date of acquisition. 

Goodwill is recognised as an asset and reviewed for impairment at least annually. Any impairment is recognised 
immediately in profit or loss and is not subsequently reversed. 

On disposal of a subsidiary, the attributable amount of goodwill is included in the determination of the profit or loss 
on disposal. 

Foreign currencies 
The individual financial statements of each group entity are presented in the currency of the primary economic 
environment in which the entity operates (its functional currency). For the purpose of the consolidated financial 
statements, the results and financial position of each entity are expressed in United States dollars, which is the 
functional currency of NETELLER PLC, and the presentation currency for the consolidated financial statements. 

In preparing the financial statements of the individual entities, transactions in currencies other than the entity’s 
functional currency (foreign currencies) are recorded at the rates of exchange prevailing on the dates of the 
transactions. At each balance sheet date, monetary items denominated in foreign currencies are retranslated at the 
rates prevailing on the balance sheet date. Non-monetary items carried at fair value that are denominated in foreign 
currencies are retranslated at the rates prevailing on the date when the fair value was determined. Non-monetary 
items that are measured in terms of historical cost in a foreign currency are not retranslated 

Exchange differences arising on the settlement of monetary items, and on the retranslation of monetary items, are 
included in profit or loss for the period. Exchange differences arising on the retranslation of non-monetary items 
carried at fair value are included in profit or loss for the period except for differences arising on the retranslation of 
non-monetary items in respect of which gains and losses are recognised directly in equity. For such non-monetary 
items, any exchange component of that gain or loss is also recognised directly in equity. 

For the purpose of presenting consolidated financial statements, the assets and liabilities of the Group’s foreign 
operations (including comparatives) are expressed in United States dollars using exchange rates prevailing on the 
balance sheet date. Income and expense items (including comparatives) are translated at the average exchange rates 
for the period, unless exchange rates fluctuated significantly during that period, in which case the exchange rates at 
the dates of the transactions are used. Exchange differences arising, if any, are classified as equity and transferred to 
the Group’s translation reserve. Such translation differences are recognised in profit or loss in the period in which 
the foreign operation is disposed of. 

Goodwill and fair value adjustments arising on the acquisition of a foreign operation are treated as assets and 
liabilities of the foreign operation and translated at the closing rate. 
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Segment information  
In the opinion of the Directors, all of the Group's activities arise from on-line transactions and the majority of the 
revenue and results arises from operations in the Isle of Man.  

3. Restricted Cash 
The Company holds trust accounts with its principal banker, which are segregated from operating funds. Balances in 
the trust accounts are maintained at a sufficient level to fully offset amounts owing to NETELLER merchants and 
members. There exists a legal right of offset between the balances owing to the members and merchants and the 
cash balances segregated in the trust accounts. As such only the net balance of surplus cash is disclosed on the 
balance sheet as Restricted Cash.  The Company, as a matter of policy, holds amounts of excess cash in the trust 
accounts to ensure intraday balance movements do not result in a shortfall in the cash position. 

At 30 June 2005, the Group has the following balances: 
 

 Trust Account 
Funds 

 
Balance Owing 

 
Restricted Cash 

 US$ US$ US$ 
    
Members 93,652,400 91,348,217 2,304,183 
    
Merchants 75,817,104 68,345,193 7,471,911 
    
 169,469,504 159,693,410 9,776,094 

 
At 31 December 2004, the Company had the following balances: 

 Trust Account 
Funds 

 
Balance Owing 

 
Restricted Cash 

 US$ US$ US$ 
    
Members 56,309,576 55,831,314 478,262 
    
Merchants 53,137,533 51,832,008 1,305,525 
    
 109,447,109 107,663,322 1,783,787 

 
As at 30 June 2005, an amount of US$21,447,898 was held in trust accounts in the UK subsidiary company (2004: 
US$ nil). 
 
4. Goodwill 
 

  Six months 
ended 

30 June 2005 
  US$ 
Cost and carrying amount   
   
At 1 January 2005  - 
Arising on acquisition of Quick Access International Limited  5,402,436 
Exchange differences  412,364 
   
Balance at 30 June 2005  5,814,800 
   

 
In the current period, the Group has determined that goodwill has no indications of impairment. 
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5. Share capital 
 

 Six months ended 
30 June 2005 

Year ended 
31 December 2004 

 £ £ 
Authorised:   
200,000,000 ordinary shares of £0.0001 per share 
 

20,000 20,000 

   
1,000,000 deferred shares of £0.01 per share  
 

10,000 10,000 

   
Issued and fully paid US$ US$ 
 120,134,356 ordinary shares of £0.0001 per share 
 (At 31 December 2004: 119,800,000 ordinary shares of 
£0.0001 per share) 

 
21,770 

 
21,708 

   
1,000,000 deferred shares of £0.01 per share 18,000 18,000 
   
Total share capital 39,770 39,708 

 

Holders of the ordinary shares are entitled to receive dividends and other distributions, to attend and vote at any 
general meeting, and to participate in all returns of capital on winding up or otherwise. 

Holders of the deferred shares are not entitled to vote at any annual general meeting of the Company, and are only 
entitled to receive the amount paid up on the shares after the holders of the ordinary shares have received the sum of 
£1,000,000 for each ordinary share held by them and shall have no other right to participate in assets of the 
Company. 
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6. Acquisition of subsidiary 
On 1 January 2005, the Group acquired 100 per cent of the issued share capital of Quick Access International 
Limited (Quick Access) for total consideration of Macau Patacas (MOP) 100 million. Cash of MOP60.025 million 
was paid as initial consideration, with a remaining MOP20 million and MOP19.975 million to be paid on the first 
and second anniversary of acquisition respectively on a conditional basis. The conditions involve maintaining 
service contracts between Quick Access and various parties providing electronic payment and communication 
equipment services. The Group believes these conditions to be probable and has included the conditional 
consideration in the cost of the purchase. This transaction has been accounted for using the purchase method. 

 

 

Acquiree’s 
carrying 

amount before 
combination 

Fair value 
adjustments Fair value Fair value 

 MOP MOP MOP US$ ** 
     
Net assets acquired:     
       
Cash and cash equivalents 30,083,753 -   30,083,753 3,907,879 
Trade and other receivables 54,229 -   54,229 7,044 
Prepaid expenses and deposits 12,062 -   12,062 1,568 
Capital assets 221,363 -   221,363 28,755 
Intangible assets -   56,966,898 56,966,898 7,400,000 
Trade and other payables (611,995) -   (611,995) (79,498) 
Income taxes payable (340,699) -   (340,699) (44,257) 
Due to merchants (31,011,877) -   (31,011,877) (4,028,443) 
     
 (1,593,164) 56,966,898   55,373,734 7,193,048 
     
Goodwill   44,626,266 5,402,436 
     
Total Consideration   100,000,000 12,595,484 
     
Net cash outflow arising on 
acquisition: 

    

     
Cash consideration   (60,025,000) (7,462,693) 
     
Conditional consideration     
     Due within 1 year   (20,000,000) (2,568,001) 
     Due after 1 year   (19,975,000) (2,564,790) 
Total Consideration   (100,000,000) (12,595,484) 
     
Cash & cash equivalents acquired   30,083,753 3,907,879 
   (69,916,247) (8,687,605) 
     

 
** Based on an exchange rate of 1 MOP = US$0.1299  
 
Amounts in Note 6 may not agree to the balance sheet due to the foreign currency fluctuation between the date of 
the acquisition and the balance sheet date.  Intangible assets acquired include existing contracts with merchants and 
processors, and intellectual property consisting of material software necessary to operate the Quick Access payment 
system and website and the Company’s URL. 

The goodwill arising on the acquisition of Quick Access is attributable to the anticipated profitability of the 
company, as well as securing the Group’s entrance into the Asian market. 
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7. Earnings per share 
 
From continuing operations 
 
The calculation of the basic and diluted earnings per share is based on the following data: 

 Six months ended 
30 June 2005 

Six months ended 
30 June 2004 

 US$ US$ 

   

Earnings   

Earnings for the purposes of basic and diluted earnings per 
share being net profit attributable to equity share holders of 
the parent 

36,967,366 11,932,478 

   

Number of shares   

Weighted average number of ordinary shares for the purpose   

 of basic earnings per share  119,881,367 59,306,593 

   

Effect of dilutive potential ordinary shares due to employee 
share options 

1,750,522 - 

   

Weighted average number of ordinary shares for the purpose    

 of diluted earnings per share 121,631,889 59,306,593 

   

Basic earnings per share $0.31 $0.20 

   

Fully diluted earnings per share $0.30 $0.20 
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8. Share-based payments 
 
The Group’s share option scheme was adopted pursuant to a resolution passed on 7 April 2004. Under this scheme, 
the Board of Directors of the Group may grant share options to eligible employees including directors to subscribe 
for ordinary shares of the Group. 

No consideration is payable on the grant of an option. An option may generally be exercised to the extent that it has 
vested. Options vest equally over a three-year term following date of grant. The exercise price is determined by the 
Board of Directors of the Group, and shall not be less than the market value at the date of grant. The Group plan 
provides for a grant price to equal the average quoted market price of the Company shares on the three days prior to 
the date of grant. Share options are forfeited if the employee leaves the Group before the options vest. A participant 
of the share option scheme has 170 days following the date of grant to surrender the option and if surrendered, the 
option will not be deemed granted. 

On 14 April 2005, the Company proposed the granting of 2,875,800 share options to eligible employees including 
directors to acquire ordinary shares at an exercise price of £6.59 per share, expiring on 14 October 2008. 

On 1 June 2005, the Company proposed the granting of 200,000 share options to an employee to acquire ordinary 
shares at an exercise price of £5.55 per share, expiring on 1 December 2008. 

Equity-settled share option plan 

 Six months 
ended 

30 June 2005 

Six months 
ended 

30 June 2005 

Year ended 
31 December 

2004 

Year ended 
31 December 

2004 

 Weighted 
average 

exercise price 

Options Weighted 
average 

exercise price 

Options 

     
Outstanding at the beginning of year £2.09 2,712,000 - - 
     
     
Granted during the year £6.52 3,043,100 £2.09 2,792,500 
     
     
Forfeited during the year £2.24 (51,000) £2.30 (100,500) 
     
     
Exercised during the year £2.00 (334,356) - - 
     
     
Outstanding at the end of period £4.60 5,369,744 £2.09 2,692,000 
     
     
Exercisable at the end of the period £2.00 1,850,144 - - 
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8.  Share-based payments (continued) 
 
The weighted average share price at the date of exercise for share options exercised during the year was £6.28. The 
options outstanding at the end of the period had a weighted average remaining contractual life of 2.9 years (31 
December 2004: 2.4 years). 

The options granted in 2005 are priced using a trinomial lattice model to better reflect factors including employee 
exercise behaviour, option life and option forfeitures. In 2004, the Black-Scholes model was used. The inputs into 
both models are as follows: 

 Six months ended 
30 June 2005 

Year ended 
31 December 2004 

   

Average share price £3.43 £2.29 

   

Weighted average exercise price £6.52 £2.09 

   

Expected volatility 54% 42% 

   

Expected life 3 years 3 years 

   

Risk free interest rate 4.75% 4.34% 

   

Expected dividends - - 

   

Employee exit rate 10.60% 12.12% 

 

Expected volatility was determined by calculating the historical volatility of the Group’s share price from the time of 
issue to 14 April 2005. The expected life used in the model has been adjusted, based on management’s best estimate, 
for the effects of non-transferability, exercise restrictions, and behavioural considerations. 

The Group recognised total expenses of US$1,168,044 (2004: US$380,742) related to the equity-settled share-based 
payments transactions in 2005. 
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ADDITIONAL FINANCIAL INFORMATION 
THE ADDITIONAL INFORMATION PRESENTED BELOW HAS BEEN PREPARED FOR INFORMATION PURPOSES ONLY. PLEASE 

NOTE THAT THIS INFORMATION IS OUTSIDE OF THE SCOPE OF THE INDEPENDENT REVIEW OPINION 
 

  
Q2 - 2005 Q1 – 2005 Q2 – 2004 Q2 2005 vs 

Q1 2005 
Q2 2005 vs 

Q2 2004 
 

US$ US$ US$ % change % change 

      
      
Revenue 39,291,120 34,193,554 17,632,621 15% 123% 
Cost of sales 10,376,466 9,331,053 5,542,670 11% 87% 
          
Gross profit 28,914,654 24,862,501 12,089,951 16% 139% 
Operating expenses      
     General and administrative 5,091,596 4,058,738 1,670,921 25% 205% 
     Management bonus 17,613 1,778,009 58,000 -99% -70% 
     Foreign exchange gain (96,053) (67,431) (508,351) 42% -81% 
     Depreciation and 
amortisation 1,363,911 913,198 617,500 49% 121% 

     Loss on investment 75,000 - - Na na 
Profit before tax 22,462,587 18,179,987 10,251,881 24% 119% 
      
Income tax expense 1,859,682 1,815,526 4,670,909 2% -60% 
      
Net profit for the period 20,602,905 16,364,461 5,580,972 26% 269% 
      
      
Average daily sign ups 2,604 2,862 1,361 -9% 91% 
Total members      
     at period end 1,745,602 1,508,659 868,335 16% 101% 
      
Average daily      
     receipts from members $3,152,212 $2,865,878 $1,522,991 10% 107% 

 
 


