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BESTGAMES HOLDINGS LIMITED

Chairman’s Statement

| am pleased to present this Annual Report, my first as Chairman, highlighting our ability to
continue our business despite several challenging external factors including harsh
competition in our base markets, financial crisis and volatile foreign exchange markets.

The Group has delivered a solid performance also in 2008 with top line sales growth of 23%
to €5.9 million and new player sign-ups. We have continued to execute our strategy through
growing our player base, localisation of the customer offer and broadening our product family.

New poker player sign-ups averaged 2,678 (2007: 1,977) per month during the 2008 and
there were on average 724 (2007: 506) active players per day, generating average gross
daily revenue of €13,300 (US$ 20,333) (2007: €12,339 (US$ 17,890)). Poker generated a
gross income of €5.2 million (2007: €4.8 million) for the year.

Bingo has continued to grow both in revenue and player sign-ups. The number of registered
bingo players has grown to 33,000 (2007: 3,000). Bingo generated sales of €249,209
(2007: €50,358) for the year.

Casino was launched in February in the first half of 2008 and has been very well received by
our clients. Casino reports a gross income of €491,216 for the year.

During the course of this year we expect further important business alliances with local

agents in Europe and South America that will help us to promote and grow our business. The
Board remains confident about the Group’s prospects for the coming year.

Claes Magnusson



BESTGAMES HOLDINGS LIMITED

Chief Executive’s Review

Introduction
The Group offers Poker, Casino, and Bingo gaming.

BestPoker.com is an established online poker-room within its markets, with a genuine focus
on customer service, player retention and technical development. BestBingo.com offers its
customers online bingo and various casino games. BestCasino.com is the newest
contribution to the Group and offers an extensive range of casino games.

Regulations

Gaming operates in a regulated environment in most of the EU member states (as in many
domiciles outside EU) but we believe that the ongoing discussions within the EU will result in
a more liberalised regulatory environment in many EU member states.

Results

The financial statements for the period ended 31 December 2008 comply with International
Financial Reporting Standards (“IFRS”) as adopted by the European Union. Under IFRS 3,
the acquisition of Bestpoker by BestGames constitutes a reverse acquisition and
consequently, the group financial information has been prepared under reverse acquisition
accounting rules.

The Group has delivered a strong year on year growth with total revenue up 23% to €5.9
million (2007: € 4.8 million), delivering an operating profit before goodwill impairment of
€80,000 (2007: €36,000).

Key performance indicators:

2008 2007
Group turnover growth 23.2% 37.3%
Gross profit percentage 38.3% 47.5%
Group current ratio 1.17 2.16
Company current ratio 1.01 1.42

Business strategy

The Group is focused on continuing to grow its business through a combination of innovative
marketing, product development and by providing an excellent customer experience. At the
same time, the Group is seeking to broaden its geographic spread to reduce further the
Group's dependence on the Scandinavian market.

During 2008 the Group’s marketing approach has been broadened. We still focus on driving
new poker sign-ups through a series of highly targeted and effective campaigns as well as
similar activities within the bingo and casino area.

Our exploitation of the gaming market is based on a “local business” approach. We have
established, as examples, local affiliates in Brazil. The Brazilian establishment has made
important progress, generating 24% of the registered players respectively. We believe our
chosen strategy will generate superior returns for shareholders over the long-term.



BESTGAMES HOLDINGS LIMITED

Chief Executive’s Review - continued

Business development

Bestpoker’'s development has been founded upon attractive product, technological and
marketing customer propositions. The pace of development remains rapid.

The Group faced strong competition in the Nordic markets, especially during the first half of
2008. The Group counteracts this by exploiting a broad marketing mix using different
channels to reach an international customer base.

The Group’s affiliate network continues to be a differentiating factor compared with many of
its competitors and through the BestPartners Affiliate Programme the Group rewards affiliates
for driving real money sign-ups to Bestpoker. Other important elements of the marketing mix
include online and offline marketing, as well as the popular Bestpoker VIP shop.

Our success to date can be characterised by the following player statistics:

e total number of registered players as at 31 December 2008 were 87,000 (31
December 2007: 54,000 registered players); and

e total active player base across all countries increased during the period from 4,847 in
the first quarter of 2008 to 5,900 in the fourth quarter of 2008, up by 22%.

Since December 2008, the Group has added casino as well as delivered a substantial
increase in the simultaneous player capacity in poker tournaments and in bingo. Further
enhancements of our systems infrastructure are expected this year due to the continued effort
to add new features, systems upgrades and generally improve the overall customer
experience.

Bestpoker’s customer support team is available almost 24/7, helping customers to resolve
any issues they may have with the games that they are playing as well as issues regarding
payments to and from their account. Our bingo players are being assisted 24/7.

Current trading and outlook

The directors are of the opinion that the company and group is a going concern.

The activities since 31 December 2008 have overall been in line with management’s
expectations.

The Group’s marketing function continues to be the primary driver behind the continued
growth in the Group’s global customer base. The total number of registered players as at 31
March 2009 has reached the 100,000 mark, from more than 160 territories around the world.
This translates to a strong year on year growth where Group revenue is up 23% to €5.9
million compared to €4.8 million in 2007

We remain confident about the Group’s prospects for the coming year.

Henrik Magnusson



BESTGAMES HOLDINGS LIMITED

Directors’ Report

The Directors present their annual report together with the audited financial statements of
Bestgames Holdings Limited (the “Company” or “Group”) for the year ended 31 December
2008.

The Company changed its name to Bestgames Holdings Limited following the reverse
acquisition of Bestpoker.com Public Limited on 23 February 2007. The acquisition of
Bestpoker.com Public Limited by the Company was accounted for as a reverse acquisition,
under International Financial Reporting Standards.

Principal activity
The principal activity of the Group continued to be the provision of internet online gaming
services.

Business review
A review of the business is given in the Chairman’s Statement and Chief Executive’s Review
on page 3 and pages 4 to 5 respectively.

Principal risks and uncertainties
The Board routinely monitors risks that could materially and adversely affect the group’s
business, financial condition and results of operations. The key risks are as follows:

Increases in taxation and levies.

High dependence on technology, which may fail or be subject to disruption.
Economic conditions.

Competition.

Impact of laws and regulations.

Failure to detect fraudulent activities of customers.

Impact of currency fluctuations.

Financial risk management
Details of the Group’s financial instruments and its policies with regard to financial risk
management are given in note 26 to the financial statements.

Results and dividends

The financial statements have been prepared under International Financial Reporting
Standards endorsed by the European Union, and in Euros. The Group’s profit for the year of
€27,768 (2007: loss €1,901,226) is reported in the Consolidated Income Statement on page
12.

The Board do not recommend the payment of a dividend.

Directors and their interests
The Directors who served during the year are shown below:

Henrik Magnusson appointed 5 July 2007

Claes Magnuson appointed 09 Mar 2007

Ivan Fialdini appointed 09 Mar 2007 resigned 19 February 2009
Mark Watson-Mitchell appointed 15 June 2006 resigned 31 July 2008

Henrik Magnusson holding in the Company amounts to 7,978,885 Ordinary Shares which
represents 14.41% of the Company.

Claes Magnusson will retire at the Annual General Meeting and, being eligible, will offer
himself for re-election.



BESTGAMES HOLDINGS LIMITED

Director’s Report - continued

Share capital

The authorised and issued share capital of the Company, together with details of the shares
allotted during the period, are shown in note 21 of the consolidated financial statements on
pages 36 and 37.

Substantial shareholdings
As at 31 December 2008, the following notifications have been received from holders of
material interests in 3 per cent or more of the Company’s issued share capital:

Ordinary
shares Percentage
of 1p each of shareholding
Number %
Lynchwood Nominees Limited 21,690,036 39.18
HSBC Global Custody Nominee (UK) Limited ( *) 17,576,332 31.75
Markoolio Invest Limited 1,840,000 3.32

(*) Includes the holding of Henrik Magnusson amounting to 7,978,885 Ordinary Shares
representing 14.41% of the Company.

Supplier payment policy and practice

It is the Company’s policy that payments to suppliers are made in accordance with those
terms and conditions agreed between the Company and its suppliers, provided that all trading
terms and conditions have been complied with.

At 31 December 2008, the Company had an average of 11 days (31 December 2007: 25
days) purchases owed to trade creditors.

Corporate Governance and Internal Controls

The Directors recognise the importance of sound corporate governance, whilst taking into
account the size and nature of the Company. As the Company grows, the Directors intend
that the Company should develop policies and procedures, which reflect the principles of
good governance and Code of Best Practice, as published by the Committee on Good
Governance (commonly known as the “Combined Code”), to the extent that they are
appropriate to the size of the Company.

At present, due to the Company’s size, the risk and audit management is addressed by the
Board. As the Company grows, the Board will consider establishing an audit and risk
management committee. The Board will also consider developing further policies and
procedures which reflect the principles of good governance and the Combined Code.

Disclosure of information to the auditors
In the case of each person who was a Director at the time this report was approved, they
have:

e taken all the necessary steps in order to make themselves aware of any information
relevant to the audit and to establish that the auditors are aware of that information; and

e so far as they are aware, there is no relevant audit information of which the auditors have
not been made aware.



BESTGAMES HOLDINGS LIMITED

Director’s Report - continued

Auditors

A resolution to reappoint BSG Valentine as auditors will be proposed at the Annual General
Meeting.

Approved by the board of directors
and signed on behalf of the board

Loizos Yerolemou
Company Secretary

Date: 17 July 2009



BESTGAMES HOLDINGS LIMITED

Statement of Directors’ Responsibilities

The Directors are responsible for preparing the Annual Report and the financial statements in
accordance with applicable United Kingdom law and International Financial Reporting
Standards (“IFRS”) as adopted by the European Union.

The Directors are required to prepare financial statements for each financial period which
present fairly the financial position of the Company and of the Group and the financial
performance and cash flows of the Company and of the Group for that period. In preparing
those financial statements, the Directors are required to:

e select suitable accounting policies and then apply them consistently;

e present information, including accounting policies, in a manner that provides relevant,
reliable, comparable and understandable information;

e provide additional disclosures when compliance with the specific requirements in IFRS is
insufficient to enable users to understand the impact of particular transactions, other
events and conditions on the entity’s financial position and financial performance; and

e state that the Company and the Group have complied with IFRS, subject to any material
departures disclosed and explained in the financial statements.

The Directors are responsible for keeping proper accounting records which disclose with
reasonable accuracy at any time the financial position of the Company and of the Group and
enable them to ensure that the financial statements comply with the Companies Act 1985.
They are also responsible for safeguarding the assets of the Company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.

The Directors confirm that they have complied with these requirements and, having a
reasonable expectation that the Company and the Group has adequate resources to continue
in operational existence for the foreseeable future, continue to adopt the going concern basis
in preparing the financial statements.



BESTGAMES HOLDINGS LIMITED

Report of the Independent Auditors

BSG VALENTINE
Independent auditors’ report to the shareholders of Bestgames Holdings Limited

We have audited the Group and Company financial statements (the ‘financial statements’) of
Bestgames Holdings Limited for the year ended 31 December 2008 which comprise the
Group Income Statement, the Group and Company Balance Sheets, the Group and Company
Statement of Changes in Equity, the Group and Company Cash Flow Statements and the
related notes 1 to 27. These financial statements have been prepared under the accounting
policies set out therein.

This report is made solely to the Company’s members, as a body, in accordance with Section
235 of the Companies Act 1985. Our audit work has been undertaken so that we might state
to the Company’s members those matters we are required to state to them in an auditors’
report and for no other purpose. To the fullest extent permitted by law, we do not accept or
assume responsibility to anyone other than the Company and the Company’s members as a
body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditors

The Directors’ responsibilities for preparing the Annual Report and the financial statements in
accordance with applicable law and International Financial Reporting Standards (IFRSs) as
adopted by the European Union applied in accordance with the provisions of the Companies
Act 1985 are set out in the Statement of Directors’ Responsibilities.

Our responsibility is to audit the financial statements in accordance with relevant legal and
regulatory requirements and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the financial statements give a true and fair view
and are properly prepared in accordance with the Companies Act 1985. We also report to
you whether in our opinion the information given in the Directors’ Report is consistent with the
financial statements. The information given in the Directors’ Report includes that specific
information presented in the Chairman’s Statement and the Chief Executive’s Review that is
cross referred from the Business Review section of the Directors’ Report.

We also report to you if, in our opinion, the Company has not kept proper accounting records,
if we have not received all the information and explanations we require for our audit, or if the
information specified by law regarding Directors’ remuneration and transactions is not
disclosed.

We read other information contained in the Annual Report and consider whether it is
consistent with the audited financial statements. This other information comprises only the
Directors’ Report, the Chairman’s Statement and the Chief Executive’s Review. We consider
the implications for our report if we become aware of any apparent misstatements or material
inconsistencies with the financial statements. Our responsibilities do not extend to any other
information.

10



BESTGAMES HOLDINGS LIMITED

Report of the Independent Auditors continued

Basis of audit opinion

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

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

Opinion

In our opinion:

e the financial statements give a true and fair view, in accordance with IFRSs as
adopted by the European Union applied in accordance with the provisions of the
Companies Act 1985, of the state of the Group’s and Company’s affairs as at 31
December 2008 and of the Group’s loss for the period then ended;

o the financial statements have been properly prepared in accordance with the
Companies Act 1985; and

e the information given in the Directors’ Report is consistent with the financial

statements.
BSG Valentine Lynton House
Chartered Accountants 7-12 Tavistock Square
Registered Auditors London

WC1H 9BQ

Dated: 17 July 2009

11



BESTGAMES HOLDINGS LIMITED

Consolidated Income Statement

For the year ended 31 December 2008

2008 2007
Note € €
Continuing operations
Income from operations 2,4 5,962,532 4,839,020
Operating costs (3,678,331) (2,539,971)
Gross profit 2,284,201 2,299,049
Administrative expenses before goodwill
impairment (623,130) (601,489)
Goodwill impairment 11 - (1,919,184)
Total administrative expenses (623,130) (2,520,673)
Selling and distribution expenses (1,580,648) (1,660,689)
Profit from operations before goodwill
impairment 80,423 36,871
Goodwill impairment 11 - (1,919,184)
Profit/ (Loss) from operations 3 80,423 (1,882,313)
Finance income 6 9,834 13,548
Finance costs 6 (59,102) (71,108)
Profit/ (Loss) before taxation 31,155 (1,939,873)
Taxation 7 (3,387) 38,647
Profit/ (Loss) for the period 27,768 (1,901,226)
Loss per share
Cents Cents
- Basic and diluted 8 0.05 (3.48)

12




BESTGAMES HOLDINGS LIMITED

Consolidated Balance Sheet

As at 31 December 2008

2008 2007
Note € €
ASSETS
Non-current assets
Property, plant and equipment 10 - -
Intangible assets — Goodwiill 11 - -
Intangible assets - Other 12 242,201 232,322
Deferred tax asset 13 37,731 38,845
279,932 271,167
Current assets
Trade receivables 14 2,768,161 472,364
Current tax assets 109,418 68,768
Other current assets 15 147,880 196,507
Cash and cash equivalents 17 1,204,991 406,680
4,230,450 1,144,319
Total assets 4,510,382 1,415,486
EQUITY AND LIABILITIES
Capital and reserves
Share capital 21 809,823 809,823
Share premium 1,048,059 1,048,059
Merger reserve 21,179,999 21,179,999
Reverse acquisition reserve (19,458,303) (19,458,303)
Other reserve (14,442) (1,478)
Retained earnings (2,663,712) (2,691,480)
901,424 886,620
Current Liabilities
Trade and other payables 19 3,608,072 483,022
Current tax liabilities 886 45,844
3,608,958 528,866
Total equity and liabilities 4,510,382 1,415,486

The financial statements were approved by the Board of Directors on 17 July 2009 and were
signed on its behalf by:

Claes Magnusson

13



BESTGAMES HOLDINGS LIMITED

Consolidated Statement of Changes in Equity

For the year ended 31 December 2008

Reverse
Share Share Merger Acquisition Other Retained
Capital Premium Reserve Reserve Reserve Earnings Total
€ € € € € € €

Balance as at 31 December
2006 64,119 602,641 - 533,018 - (790,254) 409,524
Changes in equity for the
period to 31 December 2007
Loss for the period - - - - - (1,901,226) (1,901,226)
Other recognised income and
expenses - exchange
differences - - - - (1,478) - (1,478)
Total recognised income and
expense for the period - - - - (1,478) (1,901,226) (1,902,704)
Issue of new shares prior to
acquisition 15,359 445,418 - - - - 460,777
Issue of new shares on reverse
acquisition 730,345 - 21,179,999 - - - 21,910,344
Legal entity adjustment arising
from reverse acquisition of
Company - - - (19,991,321) - - (19,991,321)
Balance as at 31 December
2007 809,823 1,048,059 21,179,999 (19,458,033) (1,478) (2,691,480) 886,620
Changes in equity for the
period to 31 December 2008
Profit for the period - - - - - 27,768 27,768
Other recognised income and
expenses - exchange
differences - - - - (12,964) - (12,964)
Total recognised income and
expense for the period - - - - (12,964) 27,768 15,074
Balance as at 31 December
2008 809,823 1,048,059 21,179,999 (19,458,303) (14,442) (2,663,712) 901,424
Attributable to:
Equity holders of the Company 809,823 1,048,059 21,179,999 (19,458,303) (14,442) (2,663,712) 901,424

The merger reserve arises as a result of the acquisition of Bestpoker by BestGames and
represents the difference between the market value of the shares issued, for the purpose of
this transaction, and the nominal value of the shares issued.

The acquisition of Bestpoker by BestGames constitutes a reverse acquisition and
consequently, group accounts have been prepared under reverse acquisition accounting rules
which gives rise to a reverse acquisition reserve.

Foreign exchange differences arising from conversion from the functional currency to

presentational currency forms part of the movement in equity and is disclosed separately
under other reserve.

14



BESTGAMES HOLDINGS LIMITED

Consolidated Cash Flow Statement

For the year ended 31 December 2008

2007 2007

Note € €
Net cash used in operating activities 22 865,209 (590,840)
Investing activities
Interest received 9,834 13,548
Purchase of intangible assets (76,732) (57,652)
Proceeds of sale of investment - 19,000
Purchases of property, plant and equipment - -
Net cash used in investing activities (66,898) (25,104)
Financing activities
Net proceeds on issue of shares - 460,777
Net cash generated from financing
activities - 460,077
Net (decrease)/ increase in cash and cash
equivalents 798,311 (155,167)
Cash and cash equivalents at beginning of 406,680 561,847
period
Cash and cash equivalents at end of period 17 1,204,991 406,680

15



BESTGAMES HOLDINGS LIMITED

Company Balance Sheet

As at 31 December 2008

Note
ASSETS
Non-current assets
Investment in subsidiaries 9
Current assets
Current tax assets
Other current assets 16
Cash and cash equivalents 18

Total assets
EQUITY AND LIABILITIES

Capital and reserves

Share capital 21
Share premium

Merger reserve

Other reserve

Retained earnings

Current Liabilities
Trade and other payables 20
Current tax liabilities

Total equity and liabilities

31 December

31 December

2008 2007
€ £
15,651,405 20,721,828
15,651,405 20,721,828
4,933 4,753
2,540,984 98,715
881,751 34,963
3,427,668 138,431
19,079,073 20,860,259
809,823 809,823
1,048,059 1,048,059
21,179,999 21,179,999
(6,656,478) (1,573,090)
(686,990) (701,868)
15,694,413 20,762,923
3,383,774 51,492
886 45,844
3,384,660 97,336
19,079,073 20,860,259

The financial statements were approved by the Board of Directors on 17 July 2009 and were

signed on its behalf by:

Claes Magnusson

16



BESTGAMES HOLDINGS LIMITED

Company Statement of Changes in Equity

For the year ended 31 December 2008

Share Share Merger Other Retained
Capital Premium Reserve Reserve Earnings Total
€ € € € € €

Balance as at 30 April 2007 809,823 1,048,059 21,179,999 - (382,999) 22,654,882
Changes in equity for the
period to 31 Dec 2007
Loss for the period - - - - (318,869) (318,869)
Other recognised income
and expenses - exchange i
differences - - (1,573,090) " (1,573,090)
Total recognised income and
expense for the period - - - (1,573,090) (318,869)  (1,891,959)
Balance as at 31 Dec 2007 809,823 1,048,059 21,179,999  (1,573,090) (701,868) 20,762,923
Changes in equity for the
period to 31 Dec 2008
Profit for the period - - - - 14,878 14,878
Other recognised income
and expenses - exchange i
differences - - (5,083,388) (5,083,388)
Total recognised income and
expense for the period - - - (5,083,388) 14,878 (5,068,510)
Balance as at 31 Dec 2008 809,823 1,048,059 21,179,999 (6,656,478) (686,990) 15,694,413
Attributable to:
Equity holders 809,823 1,048,059 21,179,999 (6,656,478) (686,990) 15,694,413

of the Company

The merger reserve arises as a result of the acquisition of Bestpoker by BestGames and
represents the difference between the market value of the shares issued, for the purpose of
this transaction, and the nominal value of the shares issued.

Foreign exchange differences arising from conversion from the functional currency to
presentational currency forms part of the movement in equity and is disclosed separately

under other reserve.

17



BESTGAMES HOLDINGS LIMITED

Company Cash Flow Statement

For the year ended 1 January 2008 to 31 December 2008

Note

Net cash used in operating activities 23

Investing activities
Interest received

Net cash generated from/(used in)
investing activities

Net increase/ (decrease) in cash and cash
equivalents
Cash and cash equivalents at beginning of

period

Cash and cash equivalents at end of period 18

18

31 December 31
2008 December

2007

€ €

842,519 (374,206)
4,269 6,919

4,269 6,919
846,788 (367,287)
34,963 402,250
881,751 34,963




BESTGAMES HOLDINGS LIMITED

Notes to the Financial Statements

For the year ended 31 December 2008

1.

Presentation of financial statements

On 23 February 2007, the Company acquired the entire issued share capital of
Bestpoker.com Public Limited. Under IFRS 3, the acquisition of Bestpoker.com Public
Limited by the Company constitutes a reverse acquisition and consequently, group
financial statements have been prepared under reverse acquisition accounting.

Reverse acquisitions are treated as a business combination so that the consolidated
financial statements, including the comparative information prepared following the
acquisition represents a continuation of the financial statements of the legal subsidiary
acquired.

The Company’s functional currency is Pounds Sterling and transactions in foreign
currencies are converted into the functional currency using the policy described under
“foreign currency”. The financial statements are presented in Euros, which is the
presentational currency. The Group has adopted the Euro as its presentational currency
as the majority of its revenues and costs are anticipated to be linked to the Euro. In
translating from the functional currency to the presentational currency, income and
expenses are translated at the average exchange rate for the period unless the exchange
rate fluctuates significantly and assets and liabilities (excluding equity items) are
translated at the exchange rate prevailing at the balance sheet date. Equity items are
stated at historical rates.

The £/€ exchange rates used for the periods ending 31 December 2008, 31 December
2007 and 30 April 2007 are 1.02720, 1.35997 and 1.46278 respectively.

Accounting policies

The principal accounting policies are summarised below. They have all been applied
consistently throughout the period covered by these financial statements.

Basis of preparation

These financial statements are for the year ended 31 December 2008. The financial
statements have been prepared in accordance with International Financial Reporting
Standards as endorsed by the European Union and with those parts of the Companies
Act 1985 applicable to companies reporting under IFRS. The financial statements have
been prepared under the historical cost convention.

Critical accounting judgements and key sources of estimation uncertainty

The preparation of financial statements in conformity with generally accepted accounting
practice requires management to make estimates and judgements that affect the reported
amounts of assets and liabilities as well as the disclosure of contingent assets and
liabilities at the balance sheet date and the reported amounts of revenues and expenses
during the reporting period.

Estimates and judgements are continually evaluated and are based on historical

experience and other factors, including expectations of future events that are believed to
be reasonable under the circumstances.

19



BESTGAMES HOLDINGS LIMITED

Notes to the Financial Statements

For the year ended 31 December 2008

2. Accounting policies — continued

Impairment of goodwill and intangible assets

Determining whether goodwill is impaired requires an estimation of the value in use of the
cash generating units to which goodwill has been allocated. The value in use calculation
requires the Group to estimate the future cash flows expected to arise from the cash-
generating unit and a suitable discount rate in order to calculate the present value. A
provision for impairment has been made of €nil (2007: €1,919,184) which reduces the
carrying value of goodwill at the balance sheet date to €nil (2007: €nil).

Intangible assets are initially recorded at acquisition cost and are amortised on a straight-
line basis over their useful economic life. Intangible assets that are acquired through a
business combination are initially recorded at fair value at the date of acquisition.
Intangible assets with indefinite useful life are reviewed for impairment at least once per
year. The impairment test is performed using the discounted cash flows expected to be
generated through the use of the intangible assets, using a discount rate that reflects the
current market estimations and the risks associated with the asset. When it is impractical
to estimate the recoverable amount of an asset, the Group estimates the recoverable
amount of the cash-generating unit in which the asset belongs to.

Income taxes

Judgement is required in determining the Company’'s and the Group’s provision for
income tax. Where the final tax outcome is different from the amounts that were initially
recorded, the differences will impact the income tax and deferred tax provisions in the
period in which such determination is made.

Fair value of investment in subsidiaries

The fair value of the investment in subsidiaries is assessed for possible impairment. The
Company uses its judgement to make assumptions based upon financial performance of
the subsidiaries.

New standards and interpretations

At the date of authorisation of these financial statements, IFRS 7 Financial Instruments:
Disclosures has been adopted.

During the period the International Accounting Standards Board (“IASB”) and the IFRIC
have issued certain standards and interpretations with an effective date after the date of
these financial statements. The Directors do not anticipate that the adoption of these
statements and interpretations will have a material impact on the Group’s financial
statements in the period of initial application.

Basis of consolidation

The Group’s financial statements incorporate the financial statements of Bestgames
Holdings Limited, Bestpoker.com Public Limited and other entities controlled by the
Company (‘the subsidiaries’) comprising Bestbingo Limited and Netgames UK Limited.
Control is achieved where the Company has the power to govern the financial and
operating policies of an investee entity so as to obtain benefits from its activities.

Certain acquisitions whereby the substance of the acquisition is that the acquirer is the
entity whose equity interests have been acquired, and the issuing entity is the acquiree,
are considered to represent a reverse acquisition. The legal subsidiary being acquired is
the acquirer if it has the power to govern the financial and operating policies of the legal
parent so as to obtain benefits from its activities.
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2. Accounting policies — continued

Reverse acquisitions are treated as a business combination whereby the consolidated
financial statements prepared following the acquisition represent a continuation of the
financial statements of the legal subsidiary acquired.

For the purpose of these financial statements, the acquisition of, Bestpoker.com Public
Limited by Bestgames Holdings Limited on 23 February 2007, is accounted as a reverse
acquisition by Bestgames Holdings Limited.

Under the requirements of the Companies Act 1985 it would normally be necessary for
the Company’s consolidated financial statements to follow the legal form of the business
combination. In that case, the pre-combination results would be those of Bestgames
Holdings Limited. The results of Bestpoker.com Public Limited would then be brought into
the Group from 23 February 2007. However, this would portray the combination as an
acquisition of Bestpoker.com Public Limited by Bestgames Holdings Limited and would, in
the opinion of the directors, fail to give a true and fair view of the substance of the
business combination.

The results of subsidiaries acquired or disposed of during the year are included in the
consolidated income statement from the effective date of acquisition or up to the effective
date of disposal, as appropriate.

Where necessary, adjustments are made to the financial statements of subsidiaries to
bring the accounting policies used into line with those used by the Group.

All intra-group transactions, balances, income and expenses are eliminated on
consolidation.

Business combinations and goodwill

On acquisition, the assets and liabilities and contingent liabilities of subsidiaries are
measured at their fair values at the date of acquisition. Any excess of cost of acquisition
over the fair values of the identifiable net assets acquired is recognised as goodwill. Any
deficiency of the cost of acquisition below the fair values of the identifiable net assets
acquired (i.e. discount on acquisition) is credited to the income statement in the period of
acquisition.

Goodwill arising on consolidation is recognised as an asset and reviewed for impairment
at least annually. Any impairment is recognised immediately in the income statement and
is not subsequently reversed.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and
represents amounts receivable for goods and services provided in the normal course of
business, net of discounts, VAT and other sales related taxes.

Revenue arising from the sale of services is recognised when and to the extent that the

group obtains the right to consideration in exchange for the performance of its contractual
obligations.
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2. Accounting policies — continued

Income from operations is defined as:

Poker - net gaming wins represents the commission due to the Group from each winning
hand played (the “rake”), rebate and tournament entry fees where the player has
concluded his participation in the tournament.

Casino — casino revenues that are the difference between the amount of bets placed by
members less amounts won by members.

Bingo — bingo revenues that are the difference between the amount of bets placed by
members less amounts won by members.

Interest income is recognised on a time base, by reference to the principal outstanding
and at the interest rate applicable.

Foreign currency

Transactions in foreign currency are recorded at the rates of exchange prevailing on the
dates of the transactions. At each balance sheet date, monetary assets and liabilities that
are denominated in foreign currencies are retranslated at the rates prevailing on the
balance sheet date. Profits and losses arising on exchange are included in the net profit
or loss for the period.

Taxation

The charge for current tax is based on the results for the period as adjusted for items
which are non-assessable or disallowed. It is calculated using rates that have been
enacted or substantively enacted by the balance sheet date.

Deferred tax is accounted for using the balance sheet liability method in respect of
temporary differences arising from differences between the carrying amount of assets and
liabilities in the financial statements and the corresponding tax basis used in the
computation of taxable profit. In principle, deferred tax liabilities are recognised for all
taxable temporary differences and deferred tax assets are recognised to the extent that it
is probable that taxable profits will be available against which deductible temporary
differences can be utilised. Such assets and liabilities are not recognised if the temporary
difference arises from goodwill (or negative goodwill) or from the initial recognition (other
than in a business combination) of other assets and liabilities in a transaction which
affects neither the tax profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences arising on
investments in subsidiaries and associates, and interest in joint ventures, except where
the Group is able to control the reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable future.

Deferred tax is calculated at the rates that are expected to apply when the asset or
liability is settled. Deferred tax is charged or credited in the income statement, except
when it relates to items credited or charged directly to equity, in which case the deferred
tax is also dealt with in equity.

Deferred tax assets and liabilities are offset when there is a legal enforceable right to set
off current tax assets against current tax liabilities and when they relate to income taxes
levied by the same taxation authority and the Group intends to settle its current tax assets
and liabilities on a net basis.
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Plant and equipment

Plant and equipment comprising computer equipment is stated at cost less accumulated
depreciation and any recognised impairment loss. Depreciation is charged so as to write
off the cost of assets, over their estimated useful lives, using the straight-line method,
20% per annum.

Intangible assets
Intangible assets such as software development costs, domain names and patents and
trademarks are stated at cost less accumulated amortised costs and any recognised

impairment loss.

Amortisation is charged so as to write off the cost of intangible assets, over their
estimated useful lives, using the straight-line method, on the following bases:

Software development costs - 33.33%
Domain names - 5%
Patents and trademarks - 5%

The amortisation of software development costs has been changed from 5 years to 3
years following a review of the estimated useful life by the directors.

Investments in subsidiaries
Investments in subsidiaries are stated at cost less any provision for impairment.
Financial instruments

Financial assets and financial liabilities are recognised on the balance sheet when the
Group becomes a party to the contractual provisions of the instrument.

Trade receivables

Trade receivables are recognised initially at fair value and subsequently measured at
amortised cost using the effective interest rate method less provision for impairment. A
provision for impairment of trade receivables is established when there is objective
evidence that the Group will not be able to collect all amounts due according to the
original terms of receivables. The amount of the provision is the difference between the
asset’s carrying amount and the present value of estimated future cash flows, discounted
at the effective interest rate. The amount of the provision is recognised in the income
statement.

Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. Cash and cash
equivalents comprise cash in hand, deposits held at call with banks, other short term,
highly liquid investments with original maturities of three months or less, and bank
overdrafts.

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

Equity instruments
Equity instruments are recorded at the proceeds received, net of direct issue costs.
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2. Accounting policies — continued

Dividend distribution
Dividend distribution to the Group’s shareholders is recognised as a liability in the
Company’s financial statements in the year in which they are approved.

Provisions

Provisions are recognised when the Group has a present obligation as a result of a past
event which it is probable will result in an outflow of economic benefits that can be
reasonably estimated.

Segmental reporting

In accordance with the Group’s risk and returns, the definition of segments for primary
and secondary reporting reflects the internal management reporting structure. A business
segment is a group of assets and operations engaged in providing products or services
that are subject to risks and returns that are different from those of other business
segments.

A geographical segment is engaged in providing products or services within a particular
environment that is subject to risks and returns different from those of components
operating in other economic environments.

Impairment of non-financial assets

Non-current assets are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment
loss is recognised for the amount by which the asset’'s carrying value exceeds its
recoverable amount. The recoverable amount is the higher of an asset’s fair value less
costs to sell and value in use. Value in use is based on the present value of the future
cash flows relating to the asset. For the purposes of assessing impairment, assets are
grouped at the lowest levels for which there are separately identifiable cash flows.

Financial risk management

The Group uses a limited number of financial instruments, comprising cash, short-term
deposits, and various items such as trade receivables and payables, which arise directly
from operations. The Group does not trade in financial instruments.

Fair value estimation

The carrying value of trade receivables and payables is assumed to approximates their
fair value. The fair value of financial liabilities for disclosure purposes is estimated by

discounting the future contractual cash flows at the current market interest rate that is
available to the Company for similar financial instruments.

24



BESTGAMES HOLDINGS LIMITED

Notes to the Financial Statements

For the year ended 31 December 2008

3. Operating result

Profit from operations for the period is stated after charging/(crediting):

Auditors’ remuneration

Amortisation of intangible assets

Impairment of goodwill
Staff costs (see note 5)

2008 2007

€ €
38,694 25,000
66,853 84,350
- 1,919,184

56,929 236,822

The Company has taken advantage of the exemption provided under section 230 of the
Companies Act 1985 not to publish its individual income statement and related notes. The
profit dealt with in the financial statements of the parent Company was €15,764 (31
December 2007: loss €318,869).

4. Segment reporting

The Company’s main business segments are the provision of gaming services for poker

casino and bingo.

Primary reporting format — business segments

2008
Poker Bingo Casino Other Total
€ € € € €
Net gaming wins 5,222,107 249,209 491,216 - 5,962,532
Segmental gross profits/ (loss) 1,832,584 247,470 204,147 - 2,284,201
Administrative expenses before
goodwill impairment - - - (623,130) (623,130)
Goodwill impairment - - - - -
Selling and distribution expenses (1,384,363) (66,065) (130,220) - (1,580,648)
Profit/ (loss) from operations before
goodwill impairment 448,221 181,405 73,927) (623,130) 80,423
Goodwill impairment - - - - -
Profit/ (loss) from operations 448,221 181,405 73,927 (623,130) 80,423
Net finance charges (38,506) - - (10,762) (49,268)
Taxation (1,593) (645) (263) (886) (3,387)
Profit/ (loss) after taxation 408,122 180,760 73,664 (634,778) 27,768
Total assets 4,510,382 - - - 4,510,382
Total current liabilities 3,608,958 - - - 3,608,958
Other segmental items:
Capital expenditure 76,732 - - - 76,732
Depreciation - - - - -
Amortisation 66,853 - - - 66,853
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4. Segment reporting continued

2007
Poker Bingo Casino Other Total
€ € € € €
Net gaming wins 4,788,662 50,358 - - 4,839,020
Segmental gross profits/ (loss) 2,257,802 48,487 - (7,240) 2,299,049
Administrative expenses before
goodwill impairment (165,811) (7,088) - (428,590) (601,489)
Goodwill impairment - - - (1,919,184) (1,919,184)
Selling and distribution expenses (1,630,945) (29,744) - - (1,660,689)
Profit/ (loss) from operations before
goodwill impairment 461,046 11,655 - (435,830) 36,871
Goodwill impairment - - - (1,919,184) (1,919,184)
Profit/ (loss) from operations 461,046 11,655 - (2,355,014) (1,882,313)
Net finance charges (44,868) (168) - (12,524) (57,560)
Taxation 38,845 (198) - - 38,647
Profit/ (loss) after taxation 455,023 11,289 - (2,367,538) (1,901,226)
Total assets 1,309,674 49,978 - 55,834 1,415,486
Total current liabilities 425,453 6,077 - 97,336 528,866
Other segmental items:
Capital expenditure 57,652 - - - 57,652
Depreciation - - - - -
Amortisation 84,350 - - - 84,350

Secondary reporting format — geographical segments

The Group manages its business segments on a global basis. The player database
details is held on servers located in Malta. The Company’s intangible assets comprising
software development costs, domain names and patents and trademarks are owned by
Bestpoker.com Public Limited, a company registered in Cyprus.

The Company’s revenues are derived as follows:

Europe
South America
Rest of the world

Total income
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2008 2007
€
4,523,189 4,246,184
1,289,469 511,321
149,874 81,515
5,962,532 4,839,020
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5. Staff costs

The average number of persons employed, including executive directors, was:

2008 2007
Number Number
Management 2 3
2 3
€ €
Staff costs for the above persons were:

Wages and salaries 47,388 187,258
Social security costs 9,541 49,564
56,929 236,822
Directors’ emoluments: € €
Aggregate emoluments 46,309 147,706
46,309 147,706
€ €

Highest paid director, amounts included above:
Aggregate emoluments 33,067 38,059
33,067 38,059

Key management are those persons having authority and responsibility for planning,
directing and controlling the activities of the entity. In the opinion of the Board, the
Group’s key management comprises the Executive and Non-executive Directors of
the Company. Information regarding their emoluments is set out below.

The following disclosures are in respect of employee benefits payable to the
directors of the Company across the Group and are stated in accordance with IFRS:

2008 2007
€ €

Short-term employee benefits 55,501 189,176
55,501 189,176
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6. Finance costs and income

Interest payable and other finance charges

Finance costs

Bank interest receivable

Finance income

7. Taxation

Current tax
UK Corporation tax @ 30% (2007: 30%)
Foreign tax

Total current tax

Deferred tax
Arising from tax losses in subsidiaries

Total deferred tax
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2008 2007
€ €
59,102 71,108
59,102 71,108
9,834 13,548
9,834 13,548
2008 2007
€ €

886 -
1,387 198
2,273 198
1,114 (38,845)
1,114 (38,845)
3,387 (38,647)
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Current tax is calculated with reference to the loss of the Company and its
subsidiaries in their respective countries of operation in Cyprus and the UK. The
difference between the total current tax shown above and the amount calculated by
applying the standard rate of UK corporation tax to the loss before tax is as follows:
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2008 2007
€ €
Profit/ (Loss) before taxation 117,531 (1,939,873)
Tax on profit on ordinary activities at standard UK
corporation tax rate of 28.5% (2007:30%) 33,496 (581,962)
Effects of:
Expenses not allowable for taxation 19,053 23,045
Expenses and income not subject to tax (44,463) 562,282
Utilisation of losses brought forward (3,276) (125,224)
Current period losses carried forward - 118,803
Differential in tax rates applicable to foreign
subsidiaries (2,537) 3,254
Deferred tax asset 1,114 (38,845)
Group tax (credit)/ charge for the period 3,387 (38,647)
8. Profit per share
2008 2007
€ €

Profit
Profit/ (Loss) for the purposes of basic and diluted
loss per share being net loss attributable to equity
shareholders 27,768 (1,901,226)
Number of shares
Weighted average number of ordinary shares for the
purposes of basic earnings per share 55,361,733 54,572,783
Number of dilutive shares under option - -
Weighted average number of ordinary shares for the
purposes of dilutive earnings per share 55,361,733 54,572,783
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9. Investment in subsidiaries

Company
Shares in
subsidiary
Cost and net book value undertakings
€
As at 30 April 2007 22,288,385
Exchange differences arising from the restatement of the
investment (1,566,557)
As at 31 December 2007 20,721,828
Exchange differences arising from the restatement of the
investment (5,070,423)
As at 31 December 2008 15,651,405

Details of significant investments in which the Company holds 20% or more of the
nominal value of any class of share capital are as follows:

Name Country of Principal activities Shares
Incorporation held %

Bestpoker.com Public Internet gaming

Limited Cyprus promotion 100

On 23 February 2007 the Company acquired the entire share capital of Bestpoker.com
Public Limited and its subsidiary Bestbingo Limited for a consideration of €22,288,385,
which included a sum of €378,038 for the costs incurred. The consideration had been
satisfied by the issue of ordinary shares at a price of £0.30 each and, as part of the
arrangement; the former shareholders of Bestpoker.com Public Limited became the
majority shareholders with 90.186% of the Company’s enlarged share capital. Further, the
Company’s continuing operations and executive management were those of
Bestpoker.com Public Limited. Accordingly, the substance of the combination was that
Bestpoker.com Public Limited acquired Bestgames Holdings Limited in a reverse
acquisition.

At 31 December 2008, the Group held 20% or more of the equity of the following:

Country of Shares Class of Nature of
incorporation held proportion business

held
Bestpoker.com Public Cyprus 100% 100% Internet gaming
Limited promotion
Bestbingo Limited Cyprus 100% 100% Internet gaming
promotion
Netgames UK Limited UK 100% 100% Dormant
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10. Plant and equipment

Group Computer
Equipment Total
€ €
Cost
At 1 January 2007 9,793 9,793
Additions - -
Disposals (9,793) (9,793)

At 1 January 2008 - -
Additions - -
Disposals - -

At 31 December 2008 - -

Depreciation

At 1 January 2007 3,670 3,670
Charge for the period - -
On disposals (3,670) (3,670)

At 1 January 2008 - -
Charge for the period - -
On disposals - -

At 31 December 2008 - -

Net book amount
At 31 December 2008 - -

At 31 December 2007 - -

The Company does not have any property, plant and equipment.
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11. Intangible assets — goodwill

Group

€
Cost at 1 January 2008 1,919,184
At 31 December 2008 1,919,184
Impairment loss
At 1 January 2008 1,919,184
At 31 December 2008 1,919,184

Net book amount
At 31 December 2008 -

At 31 December 2007 -

The goodwill arose on the reverse acquisition of Bestpoker.com Public Limited by the
Company. As the Company has no trading activity the goodwill has no intrinsic value. Full
provision for impairment against goodwill arising has been made in these accounts.
Details of the reverse acquisition and goodwill arising are as follows:

Fair value of the net assets of Bestgames Holdings Limited at

acquisition: €
Cash and cash equivalent 344,440
Other current assets 500,582
Trade and other payables (384,406)
Net assets acquired: 460,616
Goodwill arising from reverse acquisition 1,919,184
Total consideration 2,379,800

The Directors consider that the fair value of the net assets of the Company is not
materially different from the carrying amounts.
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12. Intangible assets - other

Group

Cost
At 1 January 2007
Additions

At 1 January 2008
Additions

At 31 December 2008
Depreciation

At 1 January 2007
Charge for the period

At 1 January 2008
Charge for the period

At 31 December 2008

Net book amount
At 31 December 2008

At 31 December 2007

13. Deferred tax

Software

development Patents and Domain Total

costs trademarks names
€ € € €
160,000 1,820 136,000 297,820
- - 57,652 57,652
160,000 1,820 193,652 355,472
- - 76,732 76,732
160,000 1,820 270,384 432,204
32,000 - 6,800 38,800
74,667 - 9,683 84,350
106,667 - 16,483 123,150
53,333 - 13,520 66,853
160,000 - 30,003 190,003
- 1,820 240,381 242,201
53,333 1,820 177,169 232,322

Deferred tax is calculated in full on all temporary differences under the liability method
using the applicable tax rates. The applicable corporation tax rate in the case of tax

losses is 30%.

Deferred tax assets are recognised to the extent that it is probable that future taxable
profit will be available against which the temporary differences can be utilised. Deferred
tax assets and liabilities are offset when there is a legally enforceable right to set off
current tax assets against current tax liabilities and when the deferred taxes relate to the

same fiscal authority.
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14.

15.

Deferred tax assets arises as follows:

2008 2007

€ €

On 1 January 38,845 -
Transfer to/ (from) income statement (1,114) 38,845
As at 31 December 37,731 38,845

At the balance sheet date, a deferred tax asset of €37,731 has been recognised in
respect of tax losses of Bestpoker.com Public Limited, Cyprus due to the anticipated
future profit streams from its operations. The Company has unrelieved tax losses of
approximately €527,867, the utilisation of which is uncertain and consequently, no
deferred tax asset has been recognised.

Trade receivables - Group

2008 2007

€ €

Trade receivables 2,768,161 472,364
2,768,161 472,364

The Group’s credit risk is primarily attributable to its trade receivables. Based on prior
experience and an assessment of the current economic environment, the Directors did
not consider any provision for irrecoverable amounts was required and consider that the
carrying amount of these assets approximates their fair value.

Trade receivables constitute the only financial assets. Trade receivables are non-interest
bearing and generally have a 30-90 day term. Due to their short maturities, the fair value
of trade receivables approximates their book value. There are no overdue balances.

Other current assets - Group

2008 2007

€ €

Deposits and prepayments 35,775 88,472
Receivables from related companies 112,105 108,035
147,880 196,507

The fair value of other current assets is considered by the Directors not to be materially
different to carrying amounts.
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16. Other current assets — Company

2008 2007

€ €

Amounts owed by group undertakings - 82,597
Deposits and prepayments 2,540,984 16,118
2,540,984 98,715

The fair value of other current assets is considered by the Directors not to be materially
different to carrying amounts.

17. Cash and cash equivalents - Group

2008 2007

€ €

Cash at bank and in hand 1,204,991 165,211
Short term bank deposits - 241,469
1,204,991 406,680

Cash and cash equivalents comprises cash and short term deposits held by the Group
with a maturity date of three months or less at varying interest rates over the period of
between 1.09% to 4.59% (2007: 3.60% to 6.65%). The directors consider that the
carrying amount of these assets approximate to their fair value. The credit risk on liquid
funds is limited because the counter-party is a bank with a high credit rating.

18. Cash and cash equivalents - Company

2008 2007

€ €

Cash at bank and in hand 881,751 17,283
Short term bank deposits - 17,680
881,751 34,963

Cash and cash equivalents comprises cash and short term deposits held by the Company
with a maturity date of three months or less at varying interest rates over the period of
between 1.09% to 4.59% (2007: 5.56% to 6.65%). The carrying amount of these assets
approximate to their fair value. The credit risk on liquid funds is limited because the
counter party is a bank with a high credit rating.
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19. Trade and other payables - Group

2008 2007

€ €

Trade payables 3,380,514 181,470
Other creditors 22,269 151,773
Accruals and deferred income 205,289 149,779
3,608,072 483,022

The directors consider that the carrying amount of trade and other payables approximates
to their fair value.

20. Trade and other payables — Company

2008 2007

€ €

Trade payables 3,229,581 -
Other creditors - 11,776
Amounts owed to group undertakings 138,785 -
Accruals and deferred income 15,408 39,716
3,383,774 51,492

The directors consider that the carrying amount of trade and other payables approximates
to their fair value.

21. Share capital

Called up share capital 2008 2007
€ €

Authorised

5,000,000,000 ordinary shares of 1 pence each 73,139,214 73,139,214

Allotted, called up and fully paid

55,361,733 ordinary shares of 1 pence each
(2006: 4,383,333 ordinary shares) 809,823 809,823
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21. Share capital continued

The Company was incorporated on 26 April 2006, with an authorised share capital of
1,000 ordinary shares of £1 each.

On 26 May 2006, the authorised share capital of the Company was increased to
50,000,000 ordinary shares of £1 each. On the same date, each ordinary share of £1
each was sub-divided into 100 ordinary shares of £0.01 each to create 5,000,000,000
ordinary shares of £0.01 each. The ordinary shares rank pari passu in all respects.

On 26 April 2006, the Company issued 2 ordinary shares of £1 each for a total
consideration of £2. On 26 May 2006, the issued share capital was sub-divided into 200
ordinary shares of £0.01 each.

On 1 June 2006, the Company issued 3,099,800 ordinary shares of £0.01 for a total
consideration of £99,814.

On 22 June 2006, the Company issued 900,000 ordinary shares of £0.01 for a total
consideration of £270,000.

On 23 October 2006, the Company issued 383,333 shares of £0.01 for a total
consideration of £115,000.

On 9 February 2007, the Company allotted 1,050,000 ordinary shares to an existing
shareholder of the Company, taking the form of a share application at a price per share of
£0.30.

On 23 February 2007, 49,928,400 shares were issued as consideration for the acquisition
of the entire issued share capital of 2,170,000 shares in Bestpoker.com Public Limited at
a price per share equivalent to the consideration issue price of £0.30. The difference
between the nominal value of the ordinary shares and consideration value, amounted to
€21,179,999 was transferred to the merger reserve.
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22. Cash used in operations - Group

2008 2007
€ €
Profit/ (Loss) before tax 31,155 (1,939,873)
Adjustments for:
Interest income (9,834) (13,548)
Amortisation of intangibles 66,853 84,350
Depreciation charge - 6,123
Goodwill impairment - 1,919,184
Loss on disposal of subsidiary - 15,401
Exchange differences (12,964) (1,478)
Other items - (161)
Operating profit before working capital
movements 75,210 69,998
Increase in trade receivables and other current
assets (2,289,207) (556,909)
Increase/ (decrease) in trade and other
payables 3,079,206 (95,345)
Cash used in operations 865,209 (582,256)
Tax paid - (8,584)
Net cash used in operating activities 865,209 (590,840)
23. Cash used in operations — Company
2008 2007
€ €
Profit/ (loss) before tax 15.764 (318,869)
Adjustments for:
Interest income (4,269) (6,919)
Exchange differences (12,965) (6,533)
Operating profit before working capital
movements (1,470) (332,321)
(Increase) in other current assets (2,442,449) (29,423)
Increase/ (decrease) in trade and other
payables 3,286,438 (12,462)
Net cash used in operating activities 842,519 (374,206)
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24,

25.

Operating lease commitments — Group and Company
The Group and the Company has no operating lease commitments.
Related party transactions

Claes Magnusson, a director of the Company, is also a director of QCC Corporate
Advisers AB who were engaged to provide services in respect of the reverse acquisition
of Bestpoker.com Public Limited by the Company. The total value of services provided
during the year ended 31 December 2008 amounted to €182,500 (period ended 31
December 2007: €22,890). No amounts were outstanding as at 31 December 2008.

Henrik Magnusson, a director of the Company, is also a director of Parktrade AB who
provided office accommodation and related services to Betpoker.com Public Limited. The
total value of services provided during the year ended 31 December 2008 amounted to
€nil (period ended 31 December 2007 €9,751). No amounts were outstanding as at 31
December 2008.

The Company provided management consultancy services on behalf of Bestpoker.com
Public Limited in relation to its customer database. The amount invoiced during the year
ended 31 December 2008 was €226,742 (2007: €nil). The balance outstanding as at 31
December 2008 was €138,785 (2007: €82,597 in debit) representing the balance owed by
the Company to Bestpoker.com Public Limited.

26. Financial instruments

The Group uses a limited number of financial instruments, comprising cash, short-term
deposits, and various items such as trade receivables and payables, which arise directly
from operations. The Group does not trade in financial instruments.

The Group’s activities expose it to a variety of financial risks: currency risk, credit risk,
interest rate risk and liquidity risk. The Group’s overall risk management programme
focuses on the unpredictability of financial markets and seeks to minimise potential
adverse effect on the financial performance.

Credit risk

Credit risk arises when a failure by counter parties to discharge their obligations could
reduce the amount of future cash inflows from financial assets on hand at the balance
sheet date. The Group has no significant concentration of credit risk.

The Group has policies in place to ensure that sales of products and services are made to
customers with an appropriate credit history and monitors on a continuous basis the
ageing profile of its receivables. Cash balances are held with high credit quality financial
institutions and the Group has policies to limit the amount of credit exposure to any
financial institution.

39



BESTGAMES HOLDINGS LIMITED

Notes to the Financial Statements

For the year ended 31 December 2008
26. Financial instruments continued

The carrying amount of financial assets represents the maximum credit exposure. The
maximum credit exposure to credit risk at the reporting date was:

Group Company
2008 2007 2008 2007
€ € € €
Trade receivables 2,768,161 472,364 - -
Cash and cash
equivalents 1,204,991 406,680 881,751 34,963
3,973,152 879,044 881,751 34,963

Interest rate risk

Interest rate risk is the risk that the value of financial instruments will fluctuate due to
changes in market interest rates. The Group has interest bearing assets and are exposed
to interest rate risk. The Group’s management monitors the interest rate fluctuations on a
continuous basis and acts accordingly. The directors will revisit the appropriateness of
this policy should the Group’s operations change in size or nature. The Group has not
entered into any derivative transactions during the period under review.

The Group’s cash and cash equivalents earned interest at a variable rate over the period
of between 1.09% and 4.59% (2007: 3.60% and 6.65%). The Company’s cash and cash
equivalents earned interest at a variable rate over the period of between 1.09% and
4.59% (2007: 5.56% and 6.65%).

Liquidity risk

Liquidity risk is the risk that arises when the maturity of assets and liabilities does not
match. The Group has procedures with the object of minimising such risks such as
maintaining sufficient cash and other highly liquid current assets and by having available
an adequate amount of committed credit facilities.

The following table shows the contractual maturities of the Group’s financial liabilities, all
of which are measured at amortised cost:
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Trade
and other
payables
€
At 31 December 2008
6 months or less 3,608,072
6 — 12 months -
1-2years -
2 —5years -
More than 5 years -
Total contractual cash flows 3,608,072
Carrying amount of financial liabilities measured
at amortised cost 3,608,072
At 31 December 2007
6 months or less 483,022
6 — 12 months -
1-2years -
2 —5years -
More than 5 years -
Total contractual cash flows 483,022
Carrying amount of financial liabilities measured
at amortised cost 483,022

The Company’s financial liabilities comprise of trade and other payables with a carrying
amount equal to the gross cash flows payable of €3,383,774 (2007: €51,492) all of which
are payable within 6 months.

Market risk and sensitivity analysis

Foreign currency exchange rate risk

The Group operates internationally and is exposed to foreign exchange risk arising from
various currency exposures, primarily with respect to the UK Pound, the Euro, Swedish
Kroner and the US Dollar. Foreign exchange risk arises from future commercial
transactions and recognised assets and liabilities. Foreign exchange risk arises when
future commercial transactions or recognised assets or liabilities are denominated in a
currency that is not the Group’s functional currency. The Directors monitor the exchange
rate fluctuations on a continuous basis and act accordingly.
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Trade receivables which are settled in US Dollars, following the move to Safepay
International in December 2006, who hosts its gaming platform. During the year the
Group did not enter into any arrangements to hedge this risk, as the directors’ did not
consider the exposure to be significant given the short term nature of the balances. The
Group will review this policy as appropriate in the future.

As at 31 December 2008, if the US Dollar had strengthened or weakened by 10% against
the Euro with all other variables held constant, cost of sales, which are primarily
denominated in US Dollars, post tax profits and equity would have deteriorated or
improved by €228,000 respectively (2007: €234,000).

Approximately €2.041 million of overhead costs are transacted in Swedish Kroner (2007:
approximately €1.987 million). As at 31 December 2008, if the Swedish Kroner had
strengthened or weakened by 10% against the Euro with all other variables held constant,
post tax profits and equity for the period would have deteriorated or improved by
€204,000 respectively (2007: €197,000).

Other risks

The general economic environment prevailing in Cyprus and internationally may affect the
Company’s operations to a great extent. Concepts such as inflation, unemployment, and
development of the gross domestic product are directly linked to the economic course of
every country and any variation in these and the economic environment in general may
create chain reactions in all areas hence affecting the Company.

Interest rate risk

The Group is exposed to interest rate risk as a result of positive cash balances,
denominated in Euros, Sterling, US Dollars and Swedish Kroner, which earn interest at
variable rates. The impact on post-tax profit and equity for the periods ending 31
December 2008 and 2007, if interest rates fluctuated by 0.5% with all other variables held
constant, would have been negligible given the low levels of finance income reported in
the consolidated income statement.

27. Capital risk management

The Group’s objective when managing capital are to safeguard the Group’s ability to
continue as a going concern in order to provide returns for shareholders and maintain an
optimal capital structure to reduce the cost of capital.

The Group defines capital as being share capital plus reserves. Where applicable, the
Board of Directors will monitor the level of capital as compared to the Group’s long term
debt commitments and will adjust the ratio of debt to capital as is determined to be
necessary for example by a combination of, issuing new shares, reducing or increasing
debt, paying dividends and or returning capital to shareholders. The Group does not have
any long term debt commitments at present.

The Group is not subject to any externally imposed capital requirements.
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