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PART I—FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

EURONET WORLDWIDE, INC. AND SUBSIDIARIES
Consolidated Balance Sheets

(In thousands, except share and per share data)
         
  As of June   As of  
  30, 2007   December  
  (unaudited)   31, 2006  
ASSETS         
Current assets:         

Cash and cash equivalents  $ 282,293  $ 321,058 
Restricted cash   130,535   80,703 
Inventory - PINs and other   51,447   49,511 
Trade accounts receivable, net of allowances for doubtful accounts of $5,246 at June 30, 2007 and $2,137 at

December 31, 2006   264,135   212,631 
Deferred income taxes, net   10,337   9,356 
Prepaid expenses and other current assets   24,274   15,212 

  
 
  

 
 

Total current assets   763,021   688,471 
Property and equipment, net of accumulated depreciation of $106,442 at June 30, 2007 and $91,883 at

December 31, 2006   69,882   55,174 
Goodwill   706,876   278,743 
Acquired intangible assets, net of accumulated amortization of $28,832 at June 30, 2007 and $20,696 at

December 31, 2006   160,823   47,539 
Deferred income taxes, net   20,022   19,004 
Other assets, net of accumulated amortization of $11,825 at June 30, 2007 and $10,542 at December 31, 2006   24,672   19,208 
  

 
  

 
 

Total assets  $ 1,745,296  $ 1,108,139 
  

 

  

 

 

LIABILITIES AND STOCKHOLDERS’ EQUITY         
Current liabilities:         

Trade accounts payable  $ 307,321  $ 269,212 
Accrued expenses and other current liabilities   135,738   99,039 
Current installments on capital lease obligations   5,986   6,592 
Short-term debt obligations and current maturities of long-term debt obligations   7,008   4,378 
Income taxes payable   23,422   9,463 
Deferred income taxes   6,471   4,108 
Deferred revenue   12,184   11,318 

  
 
  

 
 

Total current liabilities   498,130   404,110 
Debt obligations, net of current portion   542,943   349,073 
Capital lease obligations, excluding current installments   12,860   13,409 
Deferred income taxes   56,018   43,071 
Other long-term liabilities   2,164   1,811 
Minority interest   8,072   8,350 
  

 
  

 
 

Total liabilities   1,120,187   819,824 
Stockholders’ equity:         

Preferred Stock, $0.02 par value. Authorized 10,000,000 shares; none issued   —   — 
Common Stock, $0.02 par value. 90,000,000 shares authorized; 48,686,117 and 37,647,782 issued at June 30,

2007 and December 31, 2006, respectively   974   749 
Additional paid-in-capital   649,349   338,216 
Treasury stock, at cost, 210,441 and 207,755 shares at June 30, 2007 and December 31, 2006, respectively   (269)   (196)
Subscriptions receivable   (546)   (170)
Accumulated deficit   (40,295)   (58,480)
Restricted reserve   812   780 
Accumulated other comprehensive income   15,084   7,416 

  
 
  

 
 

Total stockholders’ equity   625,109   288,315 
  

 
  

 
 

Total liabilities and stockholders’ equity  $ 1,745,296  $ 1,108,139 
  

 

  

 

 

See accompanying notes to the consolidated financial statements.
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EURONET WORLDWIDE, INC. AND SUBSIDIARIES
Consolidated Statements of Income and Comprehensive Income

(Unaudited, in thousands, except share and per share data)
                 
  Three Months Ended June 30,   Six Months Ended June 30,  
  2007   2006   2007   2006  
Revenues:                 

EFT Processing Segment  $ 45,684  $ 39,618  $ 87,731  $ 75,627 
Prepaid Processing Segment   142,230   113,352   269,811   223,717 
Money Transfer Segment   49,219   833   50,008   1,429 

  
 
  

 
  

 
  

 
 

Total revenues   237,133   153,803   407,550   300,773 
  

 
  

 
  

 
  

 
 

                 
Operating expenses:                 

Direct operating costs   160,411   105,761   281,075   207,114 
Salaries and benefits   30,789   19,454   49,718   37,488 
Selling, general and administrative   17,413   9,277   28,215   17,713 
Depreciation and amortization   12,571   7,063   20,521   13,882 

  
 
  

 
  

 
  

 
 

Total operating expenses   221,184   141,555   379,529   276,197 
  

 
  

 
  

 
  

 
 

Operating income   15,949   12,248   28,021   24,576 
  

 
  

 
  

 
  

 
 

                 
Other income (expense):                 

Interest income   4,096   3,387   8,441   6,109 
Interest expense   (7,782)   (3,656)   (11,363)   (7,253)
Income from unconsolidated affiliates   636   187   876   358 
Foreign currency exchange gain, net   1,308   2,772   1,741   4,330 

  
 
  

 
  

 
  

 
 

Other income, net   (1,742)   2,690   (305)   3,544 
  

 
  

 
  

 
  

 
 

Income from continuing operations before income taxes and
minority interest   14,207   14,938   27,716   28,120 

Income tax expense   (4,990)   (3,599)   (8,923)   (7,169)
Minority interest   (599)   (212)   (952)   (473)
  

 
  

 
  

 
  

 
 

Income from continuing operations   8,618   11,127   17,841   20,478 
Gain from discontinued operations, net   —   —   344   — 
  

 
  

 
  

 
  

 
 

Net income   8,618   11,127   18,185   20,478 
Translation adjustment   6,356   2,118   7,697   1,515 
Unrealized loss on interest rate swaps   (29)   —   (29)   — 

  
 
  

 
  

 
  

 
 

Comprehensive income  $ 14,945  $ 13,245  $ 25,853  $ 21,993 
  

 

  

 

  

 

  

 

 

Earnings per share - basic:                 
Continuing operations  $ 0.18  $ 0.30  $ 0.42  $ 0.56 
Discontinued operations   —   —   0.01   — 

  
 
  

 
  

 
  

 
 

Total  $ 0.18  $ 0.30  $ 0.43  $ 0.56 
  

 

  

 

  

 

  

 

 

Basic weighted average shares outstanding   47,638,963   37,030,289   42,379,086   36,792,719 
  

 

  

 

  

 

  

 

 

Earnings per share - diluted:                 
Continuing operations  $ 0.17  $ 0.28  $ 0.40  $ 0.52 
Discontinued operations   —   —   0.01   — 

  
 
  

 
  

 
  

 
 

Total  $ 0.17  $ 0.28  $ 0.41  $ 0.52 
  

 

  

 

  

 

  

 

 

Diluted weighted average shares outstanding   49,359,226   42,748,568   47,929,754   42,414,161 
  

 

  

 

  

 

  

 

 

See accompanying notes to the consolidated financial statements.
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EURONET WORLDWIDE, INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows

(Unaudited, in thousands)
         
  Six Months Ended June 30,  
  2007   2006  

Net income  $ 18,185  $ 20,478 
         
Adjustments to reconcile net income to net cash provided by operating activities:         

Depreciation and amortization   20,521   13,882 
Share-based compensation   3,726   3,838 
Unrealized foreign exchange gain, net   (264)   (3,685)
Loss (gain) on disposal of property and equipment   25   (189)
Gain on discontinued operations   (344)   — 
Deferred income tax benefit   (1,910)   (2,318)
Income assigned to minority interest   952   473 
Income from unconsolidated affiliates   (876)   (358)
Amortization of debt obligations issuance expense   767   1,131 

         
Changes in working capital, net of amounts acquired:         

Income taxes payable, net   3,052   2,019 
Restricted cash   (7,272)   (10,279)
Inventory - PINs and other   771   (6,826)
Trade accounts receivable   5,321   22,381 
Prepaid expenses and other current assets   (4,868)   (3,759)
Trade accounts payable   17,532   (27,042)
Deferred revenue   501   2,025 
Accrued expenses and other current liabilities   (56,655)   4,091 

Other, net   1,799   (251)
  

 
  

 
 

Net cash provided by operating activities   963   15,611 
  

 
  

 
 

         
Cash flows from investing activities:         

Acquisitions, net of cash acquired   (313,462)   (2,312)
Acquisition escrow   (26,000)   — 
Proceeds from sale of property and equipment   82   669 
Purchases of property and equipment   (12,174)   (10,818)
Purchases of other long-term assets   (2,773)   (1,526)
Other, net   500   — 

  
 
  

 
 

Net cash used in investing activities   (353,827)   (13,987)
  

 
  

 
 

         
Cash flows from financing activities:         

Proceeds from issuance of shares   163,541   11,685 
Borrowings from short-term debt obligations and revolving credit agreements   408,663   505 
Payments on short-term debt obligations and revolving credit agreements   (438,310)   — 
Proceeds from long-term debt obligations   190,000   — 
Repayment of long-term debt   (475)   — 
Repayment of capital lease obligations   (5,308)   (3,084)
Debt issuance costs   (3,827)   — 
Proceeds received from minority interest stockholders   188   — 
Cash dividends paid to minority interest stockholders   (1,572)   — 
Other, net   145   (180)

  
 
  

 
 

Net cash provided by financing activities   313,045   8,926 
  

 
  

 
 

Effect of exchange differences on cash   1,054   2,241 
  

 
  

 
 

Increase in cash and cash equivalents   (38,765)   12,791 
Cash and cash equivalents at beginning of period   321,058   219,932 
  

 
  

 
 

Cash and cash equivalents at end of period  $ 282,293  $ 232,723 
  

 

  

 

 

         
Interest paid during the period  $ 10,407  $ 6,245 
Income taxes paid during the period   9,156   5,237 

See accompanying notes to the consolidated financial statements.
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EURONET WORLDWIDE, INC. AND SUBSIDIARIES
NOTES TO THE UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

(1) GENERAL

Organization

Euronet Worldwide, Inc. and its subsidiaries (the “Company” or “Euronet”) is an industry leader in processing secure electronic financial transactions.
Euronet’s Prepaid Processing Segment is one of the world’s largest providers of “top-up” services for prepaid products, primarily prepaid mobile airtime. The
EFT Processing Segment provides end to end solutions relating to operations of automated teller machine (“ATM”) and Point of Sale (“POS”) networks, and
debit and credit card processing in Europe, the Middle East, India and China. The Money Transfer Segment, comprised primarily of the Company’s RIA
Envia, Inc. (“RIA”) subsidiary and its operating subsidiaries, is the third-largest global money transfer company and provides services through a sending
network of agents and Company-owned stores in the U.S., the Caribbean, Europe and Asia, disbursing money transfers through a worldwide payer network.

Basis of presentation

The accompanying unaudited consolidated financial statements have been prepared from the records of the Company, in conformity with accounting
principles generally accepted in the U.S. (“U.S. GAAP”) and pursuant to the rules and regulations of the Securities and Exchange Commission (“SEC”). In
the opinion of management, such unaudited consolidated financial statements contain all adjustments (consisting of normal interim closing procedures)
necessary to present fairly the financial position of the Company as of June 30, 2007, the results of its operations for the three- and six-month periods ended
June 30, 2007 and cash flows for the six-month periods ended June 30, 2007 and 2006.

The unaudited consolidated financial statements should be read in conjunction with the audited consolidated financial statements of Euronet for the year
ended December 31, 2006, including the notes thereto, set forth in the Company’s Annual Report on Form 10-K.

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the amounts
reported in the consolidated financial statements and accompanying notes. Actual results could differ from those estimates. The results of operations for the
three- and six-month periods ended June 30, 2007 are not necessarily indicative of the results to be expected for the full year ending December 31, 2007.
Certain amounts in prior years have been reclassified to conform to current period presentation.

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND PRACTICES

Money transfer settlement obligations

Money transfer settlement obligations are recorded in accrued expenses and other current liabilities on the Company’s unaudited consolidated balance sheet
and consist of amounts owed by Euronet to money transfer recipients. As of June 30, 2007, the Company’s money transfer settlement obligations were
$24.4 million.

Accounting for derivative instruments and hedging activities

The Company accounts for derivative instruments and hedging activities in accordance with Financial Accounting Standards Board (“FASB”) Statement of
Financial Accounting Standards (“SFAS”) No. 133, “Accounting for Derivative Instruments and Hedging Activities,” as amended (“SFAS No. 133”), which
requires that all derivative instruments be recognized as either assets or liabilities on the balance sheet at fair value. During the second quarter 2007, the
Company entered into derivative instruments to manage exposure to interest rate risk that are considered cash flow hedges under the provisions of SFAS
No. 133. To qualify for hedge accounting under SFAS No. 133, the details for the hedging relationship must be formally documented at the inception of the
arrangement, including the Company’s hedging strategy, risk management objective, the specific risk being hedged, the derivative instrument being used, the
item being hedged, an assessment of hedge effectiveness and how effectiveness will continue to be assessed and measured. For the effective portion of a cash
flow hedge, changes in the value of the hedge instrument are recorded temporarily in stockholders’ equity as a component of other comprehensive income
and then recognized as an adjustment to interest expense over the term of the hedging instrument.

In the Money Transfer Segment, the Company enters into foreign currency forward contracts to offset foreign currency exposure related to the notional value
of money transfer transactions collected in currencies other than the U.S. dollar. These forward contracts are considered derivative instruments under the
provisions of SFAS No. 133, however, the Company does not designate such instruments as hedges. Accordingly, changes in the value of these contracts are
recognized immediately as a component of foreign currency exchange gain, net in the Unaudited Consolidated Statement of Income. The impact of changes
in value of these forward contracts, together with the
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impact of the change in value of the related foreign currency denominated receivable, on the Company’s Unaudited Consolidated Income Statement is not
significant.

Cash flows resulting from derivative instruments are classified as cash flows from operating activities in the Company’s Unaudited Consolidated Statement of
Cash Flows. The Company enters into derivative instruments with highly credit-worthy financial institutions and does not use derivative instruments for
trading or speculative purposes. See Note 8, Derivative Instruments and Hedging Activities, for further discussion of derivative instruments.

Presentation of taxes collected and remitted to governmental authorities

During 2006, the Emerging Issues Task Force (“EITF”) issued EITF 06-3, “How Taxes Collected and Remitted to Governmental Authorities Should Be
Presented in the Income Statement (That Is, Gross versus Net Presentation).” The Company presents taxes collected and remitted to governmental authorities
on a net basis in the accompanying consolidated statements of income.

Accounting for uncertainty in income taxes

Effective January 1, 2007, the Company adopted the provisions of FASB Interpretation No. 48, “Accounting for Uncertainty in Income Taxes” (“FIN 48”), an
interpretation of SFAS No. 109, “Accounting for Income Taxes.” FIN 48 seeks to reduce the diversity in practice associated with certain aspects of the
measurement and recognition related to accounting for income taxes. This interpretation also requires expanded disclosures about fair value measurements.

The Company’s policy is to record estimated interest and penalties related to the underpayment of income taxes as income tax expense in the consolidated
statements of income. See Note 13, Income Taxes, for further discussion regarding the adoption of FIN 48.

Recent accounting pronouncements

In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and Financial Liabilities—Including an amendment of FASB
Statement No. 115” (“SFAS No. 159”). SFAS No. 159 expands the use of fair value accounting but does not affect existing standards which require assets or
liabilities to be carried at fair value. Under SFAS No. 159, a company may elect to use fair value to measure accounts and loans receivable, available-for-sale
and held-to-maturity securities, equity method investments, accounts payable, guarantees and issued debt. Other eligible items include firm commitments for
financial instruments that otherwise would not be recognized at inception and non-cash warranty obligations where a warrantor is permitted to pay a third
party to provide the warranty goods or services. If the use of fair value is elected, any upfront costs and fees related to the item must be recognized in earnings
and cannot be deferred, such as deferred financing costs. The fair value election is irrevocable and generally made on an instrument-by-instrument basis, even
if a company has similar instruments that it elects not to measure based on fair value. At the adoption date, unrealized gains and losses on existing items for
which fair value has been elected are reported as a cumulative adjustment to beginning retained earnings. Subsequent to the adoption of SFAS No. 159,
changes in fair value are recognized in earnings. SFAS No. 159 is effective for Euronet beginning in the first quarter 2008. Euronet is currently determining
whether fair value accounting is appropriate for any of its eligible items and cannot estimate the impact, if any, which SFAS No. 159 will have on its
consolidated results of operations and financial condition.

(3) EARNINGS PER SHARE

Basic earnings per share has been computed by dividing earnings available to common stockholders by the weighted average number of common shares
outstanding during the respective period. Diluted earnings per share has been computed by dividing earnings available to common stockholders by the
weighted-average shares outstanding during the respective period, after adjusting for the potential dilution of the assumed conversion of the Company’s
convertible debentures, shares issuable in connection with acquisition obligations, options to purchase the Company’s common stock and restricted stock. The
following table provides a reconciliation of net income to earnings available to common stockholders and the computation of diluted weighted average
number of common shares outstanding:
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  Three Months Ended June 30,   Six Months Ended June 30,  
(dollar amounts in thousands)  2007   2006   2007   2006  
Reconciliation of net income to earnings available to earnings available

to common stockholders:                 
Net income  $ 8,618  $ 11,127  $ 18,185  $ 20,478 
Add: interest expense of 1.625% convertible debentures, if dilutive   —   797   1,534   1,594 

  
 
  

 
  

 
  

 
 

                 
Earnings available to common stockholders  $ 8,618  $ 11,924  $ 19,719  $ 22,072 

  

 

  

 

  

 

  

 

 

                 
Computation of diluted weighted average shares outstanding:                 

Basic weighted average shares outstanding   47,638,963   37,030,289   42,379,086   36,792,719 
Additional shares from assumed conversion of 1.625% convertible

debentures   —   4,163,488   4,163,488   4,163,488 
Weighted average shares issuable in connection with acquisition

obligations (See Note 4 - Acquisitions)   673,636   91,285   338,679   73,028 
Incremental shares from assumed conversion of stock options and

restricted stock   1,046,627   1,463,506   1,048,501   1,384,926 
  

 
  

 
  

 
  

 
 

Diluted weighted average shares outstanding   49,359,226   42,748,568   47,929,754   42,414,161 
  

 

  

 

  

 

  

 

 

The table includes all stock options and restricted stock that are dilutive to Euronet’s weighted average common shares outstanding during the period. For
both the three- and six-month periods ended June 30, 2007, the table does not include 532,985 stock options or shares of restricted stock that are anti-dilutive
to the Company’s weighted average common shares outstanding. For the six-month period ended June 30, 2006, the table does not include 22,500 stock
options or shares of restricted stock that are anti-dilutive to the Company’s weighted average common shares outstanding. For the three-month period ended
June 30, 2006, the assumed conversion of all stock options and restricted stock outstanding was dilutive to the Company’s diluted earnings per share.

The Company has $140 million of 1.625% convertible debentures due 2024 and $175 million of 3.50% convertible debentures due 2025 outstanding that, if
converted, would have a potentially dilutive effect on the Company’s stock. These debentures are convertible into 4.2 million shares of Common Stock for the
$140 million 1.625% issue, and 4.3 million shares of Common Stock for the $175 million 3.50% issue only upon the occurrence of certain conditions. As
required by EITF Issue No. 04-8, “The Effect of Contingently Convertible Debt on Diluted Earnings per Share,” if dilutive, the impact of the contingently
issuable shares must be included in the calculation of diluted earnings per share under the “if-converted” method, regardless of whether the conditions upon
which the debentures would be convertible into shares of the Company’s Common Stock have been met. Under the if-converted method, the assumed
conversion of the 1.625% convertible debentures was anti-dilutive for the three-month period ended June 30, 2007 and dilutive for the three-month period
ended June 30, 2006 and six-month periods ended June 30, 2007 and 2006. Under the if-converted method, the assumed conversion of the 3.50% convertible
debentures was anti-dilutive for the three- and six-month periods ended June 30, 2007 and 2006.

(4) ACQUISITIONS

In accordance with SFAS No. 141, “Business Combinations,” the Company allocates the purchase price of its acquisitions to the tangible assets, liabilities and
intangible assets acquired based on estimated fair values. Any excess purchase price over those fair values is recorded as goodwill. The fair value assigned to
intangible assets acquired is supported by valuations using estimates and assumptions provided by management. For certain acquisitions, management
engages an appraiser to assist in the valuation process.

2007 Acquisitions:

Acquisition of RIA

In April 2007, the Company completed the acquisition of the common stock of RIA, which expanded the Company’s money transfer operations in the U.S.
and internationally. The purchase price of $503.9 million was comprised of $358.3 million in cash, 4,053,606 shares of Euronet Common Stock valued at
$108.9 million, 3,685,098 contingent value rights (“CVRs”) and stock appreciation rights (“SARs”) valued at a total of $32.1 million and transaction costs of
approximately $4.6 million. The Company financed the cash portion of the purchase price through a combination of cash on hand and $190 million in
additional debt obligations. The following table summarizes the allocation of the purchase price to the fair values of the acquired tangible and intangible
assets at the acquisition date, which remains preliminary while management completes its valuation of the fair value of the net assets acquired.
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  Estimated      
(dollar amounts in thousands)  Life      
Current assets      $ 78,220 
Property and equipment  various   10,854 
Customer relationships  3 - 8 years  73,210 
Trademarks and trade names  20 years   37,150 
Software  5 years   1,610 
Non-compete agreements  3 years   270 
Other non-current assets       1,396 
Goodwill  Indefinite   402,839 
      

 
 

Assets acquired       605,549 
         
Current liabilities       (85,190)
Non-current liabilities       (1,574)
Deferred income tax liability       (14,852)
      

 
 

Net assets acquired      $ 503,933 
      

 

 

Pursuant to the terms of the Stock Purchase Agreement, as amended, $35.0 million in cash and 276,382 shares of Euronet Common Stock valued at
$7.4 million are being held in escrow to secure certain obligations of the sellers under the Stock Purchase Agreement, as amended. These amounts have been
reflected in the purchase price because the Company has determined beyond a reasonable doubt that the obligations will be met. The 3,685,098 CVRs mature
on October 1, 2008 and will result in the issuance of up to $20 million of additional shares of Euronet Common Stock or payment of additional cash, at the
Company’s option, if the price of Euronet Common Stock is less than $32.56 on the maturity date. The 3,685,098 SARs entitle the sellers to acquire
additional shares of Euronet Common Stock at an exercise price of $27.14 at any time through October 1, 2008. Between the CVRs and SARs, the sellers are
entitled to additional consideration of at least $20 million in Euronet Common Stock or cash. Management has initially estimated the total fair value of the
CVRs and SARs at approximately $32.1 million using a Black Scholes pricing model. These and other terms and conditions applicable to the CVRs and
SARs are set forth in the agreements governing these instruments.

Additionally, in April 2007, the Company combined its previous money transfer business with RIA and incurred total exit costs of approximately $0.9 million
during the second quarter 2007. These costs were recorded as operating expenses and represent the accelerated depreciation and amortization of property and
equipment, software and leasehold improvements that were disposed of during the second quarter 2007; the write off of marketing materials and trademarks
that have been discontinued; the write off of accounts receivable from agents that did not meet RIA’s credit requirements; and severance and retention
payments made to certain employees. Additional costs incurred in association with exiting the Company’s previous money transfer business, if any, are not
expected to be significant.

Other acquisitions:

During the six-months ended June 30, 2007, the Company completed three other acquisitions described below for an aggregate purchase price of
$26.5 million, comprised of $18.1 million in cash, 275,429 shares of Euronet Common Stock valued at $7.6 million and notes payable of $0.8 million. In
connection with one of these acquisitions, the Company agreed to certain contingent consideration arrangements based on the value of Euronet Common
Stock and the achievement of certain performance criteria. Upon the achievement of certain performance criteria, during 2009 and 2010, the Company may
have to pay a total of $2.5 million in cash or 75,489 shares of Euronet Common Stock, at the option of the seller.

 •  During January 2007, EFT Services Holding BV and Euronet Adminisztracios Kft, both wholly-owned subsidiaries of Euronet, completed the
acquisition of a total of 100% of the share capital of Brodos SRL in Romania (“Brodos Romania”). Brodos Romania is a leading electronic prepaid
mobile airtime processor that expanded the Company’s Prepaid Processing Segment business to Romania.

 

 •  During February 2007, e-pay Holdings Limited, a wholly-owned subsidiary of Euronet, completed the acquisition of all of the share capital of
Omega Logic, Ltd. (“Omega Logic”). Omega Logic is a prepaid top-up company based, and primarily operating, in the U.K. This acquisition
enhanced our Prepaid Processing Segment business in the U.K.

 

 •  During April 2007, PaySpot, Inc. (a wholly-owned subsidiary of Euronet) acquired customer relationships from Synergy Telecom, Inc. (“Synergy”)
and Synergy agreed not to compete with PaySpot in the prepaid mobile phone top-up business in the U.S. for a period of five years. This acquisition
enhances the Company’s Prepaid Processing Segment business in the U.S.
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As of June 30, 2007, 75,743 shares of Euronet Common Stock issued in connection with these acquisitions remains in escrow subject to the achievement of
certain performance criteria. These shares have been reflected in the purchase price because the Company has determined beyond a reasonable doubt that the
performance criteria will be met.

Agreement to acquire La Nacional

During January 2007, the Company signed a stock purchase agreement to acquire Envios de Valores La Nacional Corp. and its U.S. based affiliates (“La
Nacional”), a money transfer company originating transactions through a network of sending agents and company-owned stores. See Note 11, Commitments,
Litigation and Contingencies, for further disclosure regarding the agreement to acquire La Nacional.

2006 Acquisition:

In January 2006, the Company completed the acquisition of the assets of Essentis, Limited (“Essentis”) for approximately $2.9 million, which was comprised
of $0.9 million in cash and approximately $2.0 million in assumed liabilities. Essentis is a U.K. company that owns and develops software packages that
enhance Euronet’s outsourcing and software offerings to banks. Essentis is reported in the Company’s EFT Processing Segment. There are no potential
additional purchase price or escrow arrangements associated with the acquisition of Essentis.

Pro Forma and Condensed Statements of Net Income:

The following unaudited pro forma financial information presents the condensed combined results of operations of Euronet for the three- and six- months
ended June 30, 2007 and 2006, as if the acquisition of RIA described above had occurred January 1, 2006. Adjustments were made to reflect the impact of
events that are a direct result of the acquisition and are expected to have a continuing impact on the Company’s combined results of operations, including
amortization of purchased intangible assets that would have been recorded if the acquisition had occurred at the beginning of the periods presented. The pro
forma financial information is not intended to represent, or be indicative of, the consolidated results of operations or financial condition of Euronet that would
have been reported had the acquisitions been completed as of the beginning of the periods presented. Moreover, the pro forma financial information should
not be considered as representative of the future consolidated results of operations or financial condition of Euronet.
                 
  Pro Forma for the Three  Pro Forma for the Six
  Months Ended June 30,  Months Ended June 30,
(in thousands, except per share data)  2007  2006  2007  2006
Revenues  $239,606  $200,143  $453,739  $387,072 
Operating income  $ 16,829  $ 14,896  $ 29,056  $ 27,176 
Net income  $ 8,650  $ 7,412  $ 11,010  $ 10,551 
                 
Per share data:                 

Net income per share-basic  $ 0.18  $ 0.20  $ 0.26  $ 0.29 
Net income per share-diluted  $ 0.17  $ 0.17  $ 0.24  $ 0.25 

(5) PROPERTY AND EQUIPMENT, NET

The components of property and equipment, net of accumulated depreciation and amortization, as of June 30, 2007 and December 31, 2006 are as follows:
         
  June 30,   December  
(in thousands)  2007   31, 2006  
ATMs  $ 81,322  $ 75,568 
POS terminals   27,965   25,473 
Vehicles and office equipment   20,673   8,990 
Computers and software   46,364   37,026 
  

 
  

 
 

   176,324   147,057 
Less accumulated depreciation and amortization   (106,442)   (91,883)
  

 
  

 
 

Total  $ 69,882  $ 55,174 
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(6) GOODWILL AND INTANGIBLE ASSETS

A summary of intangible assets and goodwill activity for the six-month period ended June 30, 2007 is presented below:
             
  Amortizable      Total  
  Intangible       Intangible  
(in thousands):  Assets   Goodwill   Assets  
Balance as of January 1, 2007  $ 47,539  $ 278,743  $ 326,282 
Increases (decreases):             

Acquisition of RIA   112,240   402,839   515,079 
Other 2007 acquisitions   8,366   20,264   28,630 
Adjustment to 2006 acquisition   (116)   —   (116)
Amortization   (8,349)   —   (8,349)
Other (primarily changes in foreign currency exchange rates)   1,143   5,030   6,173 

  
 
  

 
  

 
 

Balance as of June 30, 2007  $ 160,823  $ 706,876  $ 867,699 
  

 

  

 

  

 

 

Estimated annual amortization expense on intangible assets with finite lives, before income taxes, as of June 30, 2007, is expected to total $20.1 million for
2007, $23.3 million for 2008, $23.3 million for 2009, $23.0 million for 2010, $19.3 million for 2011 and $16.1 million for 2012.

The Company’s annual goodwill impairment test for the year ended December 31, 2006 indicated that there were no impairments. Determining the fair value
of reporting units for the purpose of the goodwill impairment test requires significant management judgment in estimating future cash flows and assessing
potential market and economic conditions. It is reasonably possible that the Company’s operations will not perform as expected, or that estimates or
assumptions could change, which may result in the Company recording material non-cash impairment charges during the year in which these changes take
place.

(7) DEBT OBLIGATIONS

A summary of debt obligation activity for the six-month period ended June 30, 2007 is presented below:
                             
              1.625%   3.50%        
  Revolving           Convertible  Convertible       
  Credit   Other Debt  Capital   Debentures   Debentures        
(in thousands)  Facilities   Obligations  Leases   Due 2024   Due 2025   Term Loan  Total  
Balance at January 1, 2007  $ 34,073  $ 4,378  $ 20,001  $ 140,000  $ 175,000  $ —  $ 373,452 
Increases (decreases):                             

Net borrowings (repayments)   6,192   748   (2,769)   —   —   189,525   193,696 
Capital lease interest   —   —   880   —   —   —   880 
Foreign exchange gain (loss)   53   (18)   734   —   —   —   769 

  
 
  

 
  

 
  

 
  

 
  

 
  

 
 

Balance at June 30, 2007   40,318   5,108   18,846   140,000   175,000   189,525   568,797 
                             
Less - current maturities   —   (5,108)   (5,986)   —   —   (1,900)   (12,994)
  

 
  

 
  

 
  

 
  

 
  

 
  

 
 

Long-term obligations at June 30,
2007  $ 40,318  $ —  $ 12,860  $ 140,000  $ 175,000  $ 187,625  $ 555,803 

  

 

  

 

  

 

  

 

  

 

  

 

  

 

 

In connection with the completion of the acquisition of RIA during April 2007, the Company entered into a $290 million secured syndicated credit facility
consisting of a $190 million seven-year term loan, which was fully-drawn at closing, and a $100 million five-year revolving credit facility (the “Credit
Facility”) that replaced the previous $50 million revolving credit facility. The $190 million seven-year term loan bears interest at LIBOR plus 200 basis points
or prime plus 100 basis points and contains a 1% per annum principal amortization requirement, payable quarterly, with the remaining balance outstanding
due at the end of year seven. The $100 million five-year revolving line of credit bears interest at LIBOR or prime plus a margin that adjusts each quarter
based upon the Company’s consolidated total leverage ratio. The weighted average interest rate of the Company’s borrowings under the revolving credit
facility was 8.2% as of June 30, 2007.

The term loan may be expanded by up to an additional $150 million and the revolving credit facility may be expanded by up to an additional $25 million,
subject to satisfaction of certain conditions including pro-forma debt covenant compliance. The new agreements contain certain mandatory prepayments,
customary events of default and financial covenants, including leverage ratios. The leverage ratios step down on various dates through September 2008.
Financing costs of $4.3 million have been deferred and are being amortized over the terms of the respective loans.
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(8) DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES

During the second quarter 2007, the Company entered into interest rate swap agreements for a total notional amount of $50 million to manage interest rate
exposure related to a portion of the term loan, which currently bears interest at LIBOR plus 200 basis points. The interest rate swap agreements are
determined to be cash flow hedges and effectively convert $50 million of the term loan to a fixed interest rate of 7.3% through the May 2009 maturity date of
the swap agreements. As of June 30, 2007, the Company has recorded a liability of less than $0.1 million in the other long-term liabilities caption on the
Company’s Consolidated Balance Sheets to recognize the fair value of the swap agreements. The offset is recorded in accumulated other comprehensive
income. The fair value of swap agreements is based on market quotes received from the agreement counterparties and represents the net amount the Company
would have been required to pay to terminate the positions.

As of June 30, 2007, the Company had foreign currency forward contracts outstanding with a notional value of $29.8 million, $3.0 million and $2.7 million in
euros, British pounds and other currencies, respectively, that were not designated as hedges and had in a weighted average maturity of 17 days.

(9) EQUITY PRIVATE PLACEMENT

During March 2007, the Company entered into a securities purchase agreement with certain accredited investors to issue and sell 6,374,528 shares of
Common Stock in a private placement. The offering price for the shares was $25.00 per share and the gross proceeds of the offering were approximately
$159.4 million. The net proceeds from the sale, after deducting commissions and estimated expenses, were approximately $154.3 million.

(10) SEGMENT INFORMATION

Euronet’s reportable operating segments have been determined in accordance with SFAS No. 131, “Disclosures About Segments of an Enterprise and Related
Information.” Effective January 1, 2007, the Company began reporting and managing the operations of the EFT Processing Segment and the Software
Solutions Segment on a combined basis. Additionally, as a result of the acquisition of RIA in April 2007, the Company began reporting the Money Transfer
Segment. The Company’s former money transfer business was previously reported within the Prepaid Processing Segment. Previously reported amounts have
been restated to reflect these changes, which did not impact the Company’s consolidated financial statements. As a result of these changes, the Company
currently operates in the following three reportable operating segments.

 1)  Through the EFT Processing Segment, the Company processes transactions for a network of ATMs and POS terminals across Europe, Asia and
Africa. The Company provides comprehensive electronic payment solutions consisting of ATM network participation, outsourced ATM and POS
management solutions, credit and gift card outsourcing and electronic recharge services for prepaid mobile airtime. Through this segment, the
Company also offers a suite of integrated electronic financial transaction (“EFT”) software solutions for electronic payment, merchant acquiring,
card issuing and transaction delivery systems.

 

 2)  Through the Prepaid Processing Segment, the Company provides distribution of prepaid mobile airtime and other prepaid products and collection
services in the U.S., Europe, Africa and Asia Pacific.

 

 3)  Through the Money Transfer Segment, the Company provides global money transfer and bill payment services through a sending network of agents
and Company-owned stores primarily in North America, the Caribbean, Europe and Asia Pacific, disbursing money transfers through a worldwide
payer network.

In addition, in its administrative division, “Corporate Services, Eliminations and Other,” the Company accounts for non-operating activity, certain
intersegment eliminations and the costs of providing corporate and other administrative services to the three segments. These services are not directly
identifiable with the Company’s reportable operating segments.

The following tables present the segment results of the Company’s operations for the three- and six-month periods ended June 30, 2007 and 2006:
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  For the Three Months Ended June 30, 2007  
              Corporate     
              Services,     
  EFT   Prepaid   Money   Eliminations    
(in thousands)  Processing   Processing   Transfer   and Other   Consolidated 
Total revenues  $ 45,684  $ 142,230  $ 49,219  $ —  $ 237,133 
  

 
  

 
  

 
  

 
  

 
 

Operating expenses:                     
Direct operating costs   17,768   116,248   26,395   —   160,411 
Salaries and benefits   10,557   7,020   9,833   3,379   30,789 
Selling, general and administrative   4,088   5,389   6,819   1,117   17,413 
Depreciation and amortization   4,024   3,694   4,792   61   12,571 

  
 
  

 
  

 
  

 
  

 
 

Total operating expenses   36,437   132,351   47,839   4,557   221,184 
  

 
  

 
  

 
  

 
  

 
 

Operating income (loss)  $ 9,247  $ 9,879  $ 1,380  $ (4,557)  $ 15,949 
  

 

  

 

  

 

  

 

  

 

 

                     
  For the Three Months Ended June 30, 2006  
              Corporate     
              Services,     
  EFT   Prepaid   Money   Eliminations    
(in thousands)  Processing   Processing   Transfer   and Other   Consolidated 
Total revenues  $ 39,618  $ 113,352  $ 833  $ —  $ 153,803 
  

 
  

 
  

 
  

 
  

 
 

Operating expenses:                     
Direct operating costs   13,991   91,290   480   —   105,761 
Salaries and benefits   9,441   5,705   500   3,808   19,454 
Selling, general and administrative   3,825   4,200   337   915   9,277 
Depreciation and amortization   3,466   3,465   87   45   7,063 

  
 
  

 
  

 
  

 
  

 
 

Total operating expenses   30,723   104,660   1,404   4,768   141,555 
  

 
  

 
  

 
  

 
  

 
 

Operating income (loss)  $ 8,895  $ 8,692  $ (571)  $ (4,768)  $ 12,248 
  

 

  

 

  

 

  

 

  

 

 

                     
  For the Six Months Ended June 30, 2007  
              Corporate     
              Services,     
  EFT   Prepaid   Money   Eliminations    
(in thousands)  Processing   Processing   Transfer   and Other   Consolidated  
Total revenues  $ 87,731  $ 269,811  $ 50,008  $ —  $ 407,550 
  

 
  

 
  

 
  

 
  

 
 

Operating expenses:                     
Direct operating costs   34,691   219,478   26,906   —   281,075 
Salaries and benefits   19,811   13,405   10,423   6,079   49,718 
Selling, general and administrative   8,952   9,966   7,270   2,027   28,215 
Depreciation and amortization   8,092   7,412   4,896   121   20,521 

  
 
  

 
  

 
  

 
  

 
 

Total operating expenses   71,546   250,261   49,495   8,227   379,529 
  

 
  

 
  

 
  

 
  

 
 

Operating income (loss)  $ 16,185  $ 19,550  $ 513  $ (8,227)  $ 28,021 
  

 

  

 

  

 

  

 

  

 

 

                     
Total assets as of June 30, 2007  $ 172,365  $ 703,481  $ 624,576  $ 244,874  $ 1,745,296 
  

 

  

 

  

 

  

 

  

 

 

13



Table of Contents

                     
  For the Six Months Ended June 30, 2006  
              Corporate     
              Services,     
  EFT   Prepaid   Money   Eliminations    
(in thousands)  Processing   Processing   Transfer   and Other   Consolidated  
Total revenues  $ 75,627  $ 223,717  $ 1,429  $ —  $ 300,773 
  

 
  

 
  

 
  

 
  

 
 

 
Operating expenses:                     

Direct operating costs   26,857   179,414   843   —   207,114 
Salaries and benefits   17,679   11,550   939   7,320   37,488 
Selling, general and administrative   7,544   7,710   673   1,786   17,713 
Depreciation and amortization   6,858   6,783   153   88   13,882 

  
 
  

 
  

 
  

 
  

 
 

Total operating expenses   58,938   205,457   2,608   9,194   276,197 
  

 
  

 
  

 
  

 
  

 
 

Operating income (loss)  $ 16,689  $ 18,260  $ (1,179)  $ (9,194)  $ 24,576 
  

 

  

 

  

 

  

 

  

 

 

                     
Total assets as of December 31, 2006  $ 172,191  $ 672,936  $ 18,387  $ 244,625  $ 1,108,139 
  

 

  

 

  

 

  

 

  

 

 

(11) COMMITMENTS, LITIGATION AND CONTINGENCIES

Future minimum lease payments

Future minimum lease payments under noncancelable operating leases (with remaining lease terms in excess of one year) as of June 30, 2007 are:
     
(in thousands)     
Year ending December 31,     

2007 (six months)  $ 7,668 
2008   14,797 
2009   12,216 
2010   11,284 
2011   8,042 
thereafter   6,265 

  
 
 

Total minimum lease payments  $ 60,272 
  

 

 

Litigation

During 2005, a former cash supply contractor in Central Europe (the “Contractor”) claimed that the Company owed it approximately $2.0 million for the
provision of cash during the fourth quarter 1999 and first quarter 2000 that had not been returned. This claim was made after the Company terminated its
business with the Contractor and established a cash supply agreement with another supplier. In the first quarter 2006, the Contractor initiated legal action in
Budapest, Hungary regarding the claim. In April 2007, an arbitration tribunal awarded the Contractor $1.0 million, plus $0.2 million in interest, under the
claim, which was recorded as selling, general and administrative expenses of the Company’s EFT Processing Segment during the first quarter 2007 and paid
in the second quarter 2007.

Contingencies

In connection with the agreement to acquire La Nacional, in January 2007, the Company deposited $26 million in an escrow account created for the proposed
acquisition, which can only be released by mutual agreement of the Company and La Nacional or through legal remedies available under the agreement. On
February 6, 2007, two employees of La Nacional working in different La Nacional stores were arrested for allegedly violating federal money laundering laws
and certain state statutes. On April 5, 2007, the Company gave notice to the stockholder of La Nacional of the termination of the stock purchase agreement
and requested the release of the escrowed funds under the terms of the stock purchase agreement. La Nacional is contesting the Company’s request for release
of the escrowed funds. While pursuing all legal remedies available, the Company is also engaged in negotiations to determine whether the dispute can be
resolved through revised terms for the acquisition.

From time to time, the Company is a party to litigation arising in the ordinary course of its business. Currently, there are no legal proceedings that
management believes, either individually or in the aggregate, would have a material adverse effect upon the consolidated
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results of operations or financial condition of the Company. The Company expenses legal costs in connection with loss contingencies when incurred.

During 2006, the Internal Revenue Service announced that Internal Revenue Code Section 4251 (relating to communications excise tax) will no longer apply
to, among other services, prepaid mobile airtime services such as those offered by the Company’s Prepaid Processing Segment’s U.S. operations.
Additionally, companies that paid this excise tax during the period beginning on March 1, 2003 and ending on July 31, 2006, are entitled to a credit or refund
of amounts paid in conjunction with the filing of 2006 federal income tax returns. The Company plans to claim refunds for amounts paid during this period.
As of June 30, 2007, the refund claim had not been quantified. No amounts have been recorded for any potential recovery in the Consolidated Financial
Statements, and no such amounts will be recorded until such time as the refund is considered “realizable” as stipulated under SFAS No. 5, “Accounting for
Contingencies.”

(12) GUARANTEES

As of June 30, 2007, the Company had $33.4 million of bank guarantees issued on its behalf, of which $14.2 million are collateralized by cash deposits held
by the respective issuing banks and $4.4 million are supported by stand-by letters of credit issued against the Company’s revolving credit facility.

Euronet Worldwide, Inc. regularly grants guarantees of the obligations of its wholly-owned subsidiaries. As of June 30, 2007, the Company had granted
guarantees in the following amounts:

 •  Cash in various ATM networks — $20.7 million over the terms of the cash supply agreements.
 

 •  Other vendor supply agreements — $3.1 million over the term of the vendor agreements.
 

 •  Performance guarantees — $19.3 million over the terms of the agreements with the customers.

From time to time, Euronet enters into agreements with unaffiliated parties that contain indemnification provisions, the terms of which may vary depending
on the negotiated terms of each respective agreement. The amount of such potential obligations is generally not stated in the agreements. Our liability under
such indemnification provisions may be subject to time and materiality limitations, monetary caps and other conditions and defenses. Such indemnification
obligations include the following:

 •  In connection with the license of proprietary systems to customers, Euronet provides certain warranties and infringement indemnities to the licensee,
which generally warrant that such systems do not infringe on intellectual property owned by third parties and that the systems will perform in
accordance with their specifications;

 

 •  Euronet has entered into purchase and service agreements with our vendors and into consulting agreements with providers of consulting services,
pursuant to which the Company has agreed to indemnify certain of such vendors and consultants, respectively, against third-party claims arising
from the Company’s use of the vendor’s product or the services of the vendor or consultant;

 

 •  In connection with acquisitions and dispositions of subsidiaries, operating units and business assets, the Company has entered into agreements
containing indemnification provisions, which can be generally described as follows: (i) in connection with acquisitions made by Euronet, the
Company has agreed to indemnify the seller against third party claims made against the seller relating to the subject subsidiary, operating unit or
asset and arising after the closing of the transaction, and (ii) in connection with dispositions made by Euronet, Euronet has agreed to indemnify the
buyer against damages incurred by the buyer due to the buyer’s reliance on representations and warranties relating to the subject subsidiary,
operating unit or business assets in the disposition agreement if such representations or warranties were untrue when made;

 

 •  Euronet has entered into agreements with certain third parties, including banks that provide fiduciary and other services to Euronet or to the
Company’s benefit plans. Under such agreements, the Company has agreed to indemnify such service providers for third party claims relating to the
carrying out of their respective duties under such agreements;

 

 •  The Company has issued surety bonds in compliance with money transfer licensing requirements of certain states; and
 

 •  The Company is required to meet minimum capitalization and cash requirements of various regulatory authorities in the jurisdictions in which the
Company has money transfer operations.

To date, the Company is not aware of any significant claims made by the indemnified parties or third parties to guarantee agreements with the Company and,
accordingly, no liabilities were recorded as of June 30, 2007 or December 31, 2006.

(13) INCOME TAXES

The Company’s effective tax rate, after consideration of minority interest, was 36.7% and 24.4% for the three-month periods ended June 30, 2007 and 2006,
respectively, and was 33.3% and 25.9% for the six-month periods ended June 30, 2007 and 2006, respectively. The
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increase in the effective tax rate largely relates to the acquisition of RIA, which operates in jurisdictions that have tax rates that are higher than the Company’s
historical effective tax rate, and the recognition of a deferred tax benefit in Poland during 2006. Since the Company is in a net operating loss position for its
U.S. operations, valuation allowances have been recorded in instances in which the Company determines that it is more likely than not that a tax benefit will
not be realized. Accordingly, tax benefit or expense associated with foreign currency gains or losses incurred by the Company’s U.S. entities are not currently
being recognized. During the second quarter 2007, the Company recognized $1.3 million of non-cash deferred income tax expense related to the deduction of
goodwill amortization expense for U.S. income tax purposes, a substantial portion of which relates to the Company’s acquisition of RIA Envia. Goodwill
arising from certain business combinations involving the Company’s U.S. operations is amortized as an expense for tax purposes over 15 years but not for
financial reporting purposes. The Company recorded deferred income tax expense and a deferred tax liability related to the tax-deductible goodwill. The
deferred tax liability will remain on the Company’s balance sheet indefinitely unless there is an impairment of goodwill for financial reporting purposes or the
related business entity is disposed of through a sale. Moreover, during the second quarter 2007, the Company reversed $2.7 million in valuation allowances
on deferred tax assets related to U.S. federal and state net operating losses. The Company has concluded that it is more likely than not that the net deferred tax
asset of $2.7 million will be realized because the Company would utilize tax-planning strategies in the event its net operating losses were to expire.

As of January 1, 2007, the Company adopted the provisions of FIN 48 and has analyzed its filing positions in all federal, state and foreign jurisdictions. As a
result of this analysis, the Company recognized less than $0.1 million in additional unrecognized tax benefits. The amount of unrecognized tax benefits as of
January 1, 2007 included approximately $5.9 million of uncertain tax benefits and other items, largely attributable to share-based compensation.
Approximately $2.8 million of the unrecognized tax benefits would impact the Company’s provision for income taxes and effective tax rate, if recognized.
Total estimated accrued interest and penalties related to the underpayment of income taxes was $0.5 million as of January 1, 2007 and June 30, 2007. The
following tax years remain open in the Company’s major jurisdictions as of January 1, 2007 and June 30, 2007:
     
Poland  1999 through 2006
U.S. (Federal)  2000 through 2006
Spain  2002 through 2006
Australia  2003 through 2006
U.K.  2004 through 2006
Germany  2004 through 2006

The application of FIN 48 requires significant judgment in assessing the outcome of future tax examinations and their potential impact on the Company’s
estimated effective tax rate and the value of deferred tax assets, such as those related to the Company’s net operating loss carryforwards. It is reasonably
possible that amounts reserved for potential exposure could significantly change as a result of the conclusion of tax examinations and, accordingly, materially
affect our operating results. During the six-months ended June 30, 2007, the Company’s unrecognized tax benefits increased by $0.5 million and the amount
that would impact the Company’s provision for income taxes, if recognized, increased by $0.3 million. These increases were primarily due to a 1% increase in
the estimated effective federal tax rate in the U.S. as a result of the second quarter 2007 acquisition of RIA.

(14) GAIN FROM DISCONTINUED OPERATIONS

In July 2002, the Company sold substantially all of the non-current assets and related capital lease obligations of its ATM processing business in France to
Atos S.A. During the first quarter 2007, the Company received a binding French Supreme Court decision relating to a lawsuit in France that resulted in a cash
recovery and gain to the Company of $0.3 million, net of legal costs. There were no assets or liabilities held for sale at June 30, 2007 or December 31, 2006.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

OVERVIEW

COMPANY OVERVIEW, GEOGRAPHIC LOCATIONS AND PRINCIPAL PRODUCTS AND SERVICES

Euronet Worldwide, Inc. (“we,” “us,” “Euronet” or the “Company”) is a leading electronic transaction processor, offering automated teller machine (“ATM”)
and Point of Sale (“POS”) outsourcing services, integrated electronic financial transaction (“EFT”) software, network gateways and electronic prepaid top-up
services to financial institutions, mobile operators and retailers and electronic consumer money transfer and bill payment services. The EFT Processing
Segment provides end to end solutions relating to operations of ATMs and POS networks, and debit and credit card processing in Europe, the Middle East,
India and China. We are one of the largest providers of prepaid mobile airtime processing. Based on revenues and volumes, our second quarter 2007
acquisition of RIA Envia, Inc. (“RIA”) also makes us the third-largest global money transfer company.

Effective January 1 2007, we began reporting and managing the operations of the EFT Processing Segment and the Software Solutions Segment on a
combined basis. Additionally, as a result of the acquisition of RIA in April 2007, we commenced reporting of the Money Transfer Segment. Previously
reported amounts have been restated to reflect these changes, which did not impact our consolidated financial statements. As a result of these changes, we
operate in the following three principal business segments.

 •  An EFT Processing Segment, which processes transactions for a network of 9,858 ATMs and more than 45,000 POS terminals across Europe, Asia
and Africa. We provide comprehensive electronic payment solutions consisting of ATM network participation, outsourced ATM and POS
management solutions, credit and gift card outsourcing and electronic recharge services for prepaid mobile airtime. Through this segment, we also
offer a suite of integrated EFT software solutions for electronic payment, merchant acquiring, card issuing and transaction delivery systems.

 

 •  A Prepaid Processing Segment, which provides distribution of prepaid mobile airtime and other prepaid products and collection services for various
prepaid products, cards and services. Including terminals owned by unconsolidated subsidiaries, we operate a network of approximately 358,000
POS terminals providing electronic processing of prepaid mobile airtime top-up services in the U.S., Europe, Africa and Asia Pacific.

 

 •  A Money Transfer Segment, which provides global money transfer and bill payment services through a sending network of agents and Company-
owned stores primarily in North America, the Caribbean, Europe and Asia-Pacific, disbursing money transfers through a worldwide payer network.

We have six processing centers in Europe, two in Asia and two in the U.S., and we have 24 principal offices in Europe, five in the Asia-Pacific region, four in
the U.S. and one each in the Middle East and Latin America. Our executive offices are located in Leawood, Kansas, USA.

SOURCES OF REVENUES AND CASH FLOW

Euronet earns revenues and income based on ATM management fees, transaction fees and commissions, professional services, software licensing fees and
software maintenance agreements. Each business segment’s sources of revenue are described below.

EFT Processing Segment – Revenue in the EFT Processing Segment, which represented approximately 22% of total consolidated revenue for the first half of
2007, is derived from fees charged for transactions effected by cardholders on our proprietary network of ATMs, as well as fixed management fees and
transaction fees we charge to banks for operating ATMs and processing credit cards under outsourcing agreements. Through our proprietary network, we
generally charge fees for four types of ATM transactions: i) cash withdrawals, ii) balance inquiries, iii) transactions not completed because the relevant card
issuer does not give authorization, and iv) prepaid telecommunication recharges. Revenue in this segment is also derived from licensing, professional services
and maintenance fees for software and sales of related hardware, primarily to financial institutions around the world.

Prepaid Processing Segment – Revenue in the Prepaid Processing Segment, which represented approximately 66% of total consolidated revenue for the first
half of 2007, is primarily derived from commissions and processing fees received from mobile and other telecommunication operators, or from distributors of
prepaid wireless products for the distribution and/or processing of prepaid mobile airtime. Agreements with mobile operators are important to the success of
our business. These agreements permit us to distribute prepaid mobile airtime to the mobile operators’ customers. Other products offered by this segment
include prepaid long distance calling card plans, prepaid Internet plans, prepaid debit cards, prepaid gift cards and prepaid mobile content such as ring tones
and games.

Money Transfer Segment – Revenue in the Money Transfer Segment, which represents approximately 12% of total consolidated revenue for the first half of
2007, is primarily derived through the charging of a transaction fee, as well as the difference between purchasing foreign currency at wholesale exchange
rates and selling the foreign currency to consumers at retail exchange rates. We have an origination network in place comprised of agents and Company-
owned stores in North America, the Caribbean, Europe and Asia-Pacific
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and a worldwide network of distribution agents, consisting primarily of financial institutions in the transfer destination countries. Origination and distribution
agents each earn fees for cash collection and distribution services. These fees are recognized as direct operating costs at the time of sale.

OPPORTUNITIES AND CHALLENGES

EFT Processing Segment - The continued expansion and development of our EFT Processing Segment business will depend on various factors including the
following:

 •  the impact of competition by banks and other ATM operators and service providers in our current target markets;
 

 •  the demand for our ATM outsourcing services in our current target markets;
 

 •  the ability to develop products or services to drive increases in transactions;
 

 •  the expansion of our various business lines in markets where we operate and in new markets;
 

 •  the entrance into additional card acceptance and ATM management agreements with banks;
 

 •  the ability to obtain required licenses in markets we intend to enter or expand services;
 

 •  the availability of financing for expansion;
 

 •  the ability to efficiently install ATMs contracted under newly awarded outsourcing agreements;
 

 •  the successful entry into the cross-border merchant processing and acquiring business;
 

 •  the successful entry into the card issuing and outsourcing business; and
 

 •  the continued development and implementation of our software products and their ability to interact with other leading products.

Software products are an integral part of our product lines, and our investment in research, development, delivery and customer support reflects our ongoing
commitment to an expanded customer base. We have been able to enter into agreements under which we use our software in lieu of cash as our initial capital
contributions to new transaction processing joint ventures. Such contributions sometimes permit us to enter new markets without significant capital
investment.

We have entered the cross-border merchant processing and acquiring business through the execution of an agreement with a large petrol retailer in Central
Europe. Since the beginning of 2007, we have devoted significant resources to the development of the necessary processing systems and capabilities to enter
this business, which involves the purchase and design of hardware and software. Merchant acquiring involves processing credit and debit card transactions
that are made on POS terminals, including authorization, settlement, and processing of settlement files. It may involve the assumption of credit risk, as the
principal amount of transactions may be settled to merchants before settlements are received from card associations.

Prepaid Processing Segment – We plan to expand this business by taking advantage of our existing expertise and our relationships with mobile phone
operators and retailers. Expansion will depend on various factors, including, but not necessarily limited to, the following:

 •  the ability to negotiate new agreements in additional markets with mobile phone operators, agent financial institutions and retailers;
 

 •  the continuation of the trend towards conversion from scratch card solutions to electronic processing solutions for prepaid mobile airtime among
mobile phone users and the continued use of third party providers such as ourselves to supply this service;

 

 •  the development of mobile phone networks in these markets and the increase in the number of mobile phone users;
 

 •  the overall pace of growth in the prepaid mobile phone market;
 

 •  our market share of the retail distribution capacity;
 

 •  the level of commission that is paid to the various intermediaries in the prepaid mobile airtime distribution chain;
 

 •  our ability to add new and differentiated prepaid products in addition to those offered by mobile operators;
 

 •  the availability of financing for further expansion; and
 

 •  our ability to successfully integrate newly acquired operations with our existing operations.

During the first quarter 2007, we completed the acquisition of the stock of Omega Logic, Ltd. (“Omega Logic”) and Brodos SRL in Romania (“Brodos
Romania”). Omega Logic is a prepaid top-up company based, and primarily operating, in the U.K. that enhanced our Prepaid Processing Segment business in
the U.K. Brodos Romania is a leading electronic prepaid mobile airtime processor in Romania.

Money Transfer Segment – We completed the acquisition of RIA in April 2007, which expanded our money transfer and bill payment services business. RIA
processes approximately $4.5 billion in money transfers annually, originates transactions through a network of approximately 10,000 sending agents,
including Company-owned stores, located throughout 13 countries in North America, the Caribbean, Europe and Asia-Pacific and disburses money transfers
through a payer network of approximately 42,000 locations in 88 countries. This acquisition makes Euronet the third-largest global money transfer company.
The Money Transfer Segment provides us with additional expansion opportunities.
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The expansion and development of our money transfer business will depend on various factors, including, but not necessarily limited to, the following:

 •  the continued growth in worker migration and employment opportunities;
 

 •  the mitigation of economic and political factors that have had an adverse impact on money transfer volumes, such as the immigration developments
occurring in the U.S. during 2006;

 

 •  the continuation of the trend of increased use of electronic money transfer and bill payment services among immigrant workers and the unbanked
population in our markets;

 

 •  the ability to develop products or services at competitive prices to drive increases in transactions;
 

 •  the expansion of our services in markets where we operate and in new markets;
 

 •  the ability to strengthen our brands;
 

 •  the ability to take advantage of cross-selling opportunities with our Prepaid Processing Segment, including providing prepaid services through RIA’s
stores and agents worldwide;

 

 •  the ability to leverage our banking and merchant/retailer relationships to expand money transfer corridors to Europe and Asia, including high growth
corridors to Central and Eastern European countries.

 

 •  our ability to successfully integrate RIA with our existing operations.

Like other participants in the money transfer industry, as a result of immigration developments, downturns in certain labor markets and/or other economic
factors, growth rates in money transfers from the U.S. to Mexico have slowed. This slowing of growth began during the middle of 2006 and continues to
impact money transfer revenues for transactions from the U.S. to Mexico. Despite recent improvement in this trend, we believe that it is too early to conclude
on the impact, if any, to our results of operations.

Corporate Services, Eliminations and Other - In addition to operating in our principal business segments described above, our “Corporate Services,
Elimination and Other” division includes non-operating activity, certain inter-segment eliminations and the cost of providing corporate and other
administrative services to the business segments, including share-based compensation expense related to most stock option and restricted stock grants. These
services are not directly identifiable with our business segments. The impact of share-based compensation is recorded as an expense of the Corporate Services
division, with certain limited exceptions related to grants of restricted stock to key members of management that vest based on the achievement of
performance criteria by our subsidiaries.
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SEGMENT SUMMARY RESULTS OF OPERATIONS

Revenue and operating income by segment for the three- and six-month periods ended June 30, 2007 and 2006 are summarized in the tables below:
                                 
  Revenues for the Three           Revenues for the Six Months     
  Months Ended June 30,   Year-over-Year Change   Ended June 30,   Year-over-Year Change  
                          Increase   Increase  
          Increase   Increase           (Decrease)   (Decrease)  
(in thousands)  2007   2006   Amount   Percent   2007   2006   Amount   Percent  
EFT Processing  $ 45,684  $ 39,618  $ 6,066   15%   $ 87,731  $ 75,627  $ 12,104   16%  
Prepaid Processing   142,230   113,352   28,878   25%    269,811   223,717   46,094   21%  
Money Transfer   49,219   833   48,386   5809%       50,008   1,429   48,579   3400%     
  

 
  

 
  

 
      

 
  

 
  

 
     

                                 
Total  $ 237,133  $ 153,803  $ 83,330   54%      $ 407,550  $ 300,773  $ 106,777   36%     

  

 

  

 

  

 

      

 

  

 

  

 

     

                                 
  Operating Income for                
  the Three Months Ended           Operating Income for the Six Months    
  June 30,   Year-over-Year Change   Ended June 30,   Year-over-Year Change  
                          Increase   Increase  
          Increase   Increase           (Decrease)   (Decrease)  
(in thousands)  2007   2006   Amount   Percent   2007   2006   Amount   Percent  
EFT Processing  $ 9,247  $ 8,895  $ 352   4%   $ 16,185  $ 16,689  $ (504)   (3%)    
Prepaid Processing   9,879   8,692   1,187   14%     19,550   18,260   1,290   7%    
Money Transfer   1,380   (571)   1,951   n/m         513   (1,179)   1,692   n/m      
  

 
  

 
  

 
      

 
  

 
  

 
     

Total   20,506   17,016   3,490   21%     36,248   33,770   2,478   7%    
                                 
Corporate services   (4,557)   (4,768)   211   (4%)    (8,227)   (9,194)   967   (11%)     
  

 
  

 
  

 
      

 
  

 
  

 
     

                                 
Total  $ 15,949  $ 12,248  $ 3,701   30%    $ 28,021  $ 24,576  $ 3,445   14%      

  

 

  

 

  

 

      

 

  

 

  

 

     

n/m - not meaningful
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COMPARISON OF OPERATING RESULTS FOR THE THREE- AND SIX-MONTH PERIODS ENDED JUNE 30, 2007 AND 2006

EFT PROCESSING SEGMENT

The following table presents the results of operations for the three- and six-month periods ended June 30, 2007 and 2006 for our EFT Processing Segment:
                             
  Results for the Three         Results for the Six     
  Months Ended June 30,         Months Ended June 30,   Year-over-Year Change
          Year-over-Year Change          Increase   Increase
          Increase   Increase          (Decrease)   (Decrease)
(dollar amounts in thousands)  2007   2006   Amount   Percent  2007   2006   Amount   Percent
Total revenues  $ 45,684  $ 39,618  $ 6,066  15%  $ 87,731  $ 75,627  $ 12,104  16%
  

 
  

 
  

 
  

 
 

 
  

 
  

 
  

 

                             
Operating expenses:                             

Direct operating costs   17,768   13,991   3,777  27%   34,691   26,857   7,834  29%
Salaries and benefits   10,557   9,441   1,116  12%   19,811   17,679   2,132  12%
Selling, general and

administrative   4,088   3,825   263  7%   8,952   7,544   1,408  19%
Depreciation and

amortization   4,024   3,466   558  16%   8,092   6,858   1,234  18%
  

 
  

 
  

 
  

 
 

 
  

 
  

 
  

 

                             
Total operating expenses   36,437   30,723   5,714  19%   71,546   58,938   12,608  21%

  
 
  

 
  

 
  

 
 

 
  

 
  

 
  

 

                             
Operating income  $ 9,247  $ 8,895  $ 352  4%  $ 16,185  $ 16,689  $ (504)  (3%)

  

 

  

 

  

 

  

 

 

 

  

 

  

 

  

 

                             
Transactions processed (in

millions)   146.9   113.6   33.3  29%   277.6   216.7   60.9  28%
ATMs as of June 30   9,858   7,866   1,992  25%   9,858   7,866   1,992  25%
Average ATMs   9,655   7,766   1,889  24%   9,348   7,580   1,768  23%

As discussed previously, effective January 1, 2007, we began reporting and managing the operations of the EFT Processing Segment and the Software
Solutions Segment on a combined basis. Previously reported amounts have been restated to reflect these changes.

Revenues

Our revenue for the first half of 2007 increased when compared to the first half of 2006 primarily due to increases in the number of ATMs operated and, for
owned ATMs, the number of transactions processed as well as the impact of foreign currency translations to the U.S. dollar. These increases were attributable
primarily to our operations in Poland, India and Euronet Card Services Greece.

Partially offsetting these increases was a reduction in revenue associated with the extension of certain customer contracts for several years beyond their
original terms. In exchange for these extensions, we paid or received up-front payments, and agreed on gradually declining fee structures. As prescribed by
U.S. GAAP, revenue under these contracts is recognized based on proportional performance of services over the term of the contract, which generally results
in “straight-line” (i.e., consistent value per period) revenue recognition of the contracts’ total cash flows, including any up-front payment. This straight-line
revenue recognition results in revenue that is less than contractual invoices and cash receipts in the early periods of the agreement and revenue that is greater
than the contractual invoices and cash receipts in the later years of the agreement. As a result of the revenue recognition under these contracts, amounts
invoiced under the contracts exceeded the amount of revenue that we recognized by about $1.2 million for the first half of 2007. We may decide to enter into
similar arrangements with other EFT Processing Segment customers during 2007 and beyond.

Average monthly revenue per ATM was $1,577 for the second quarter and $1,564 for the first half of 2007 compared to $1,700 for the second quarter and
$1,663 for the first half of 2006. Revenue per transaction was $0.31 for the second quarter and $0.32 for the first half of 2007 compared to $0.35 for both the
second quarter and first half of 2006. The decrease in revenue per ATM and revenue per transaction was due to the addition of ATMs in India where revenue
per ATM is generally lower than Central and Eastern Europe, the addition of Euronet-owned ATMs where related revenue has not yet developed to material
levels and the impact of the contract extensions discussed above.

Direct operating costs

Direct operating costs consist primarily of site rental fees, cash delivery costs, cash supply costs, maintenance, insurance, telecommunications and the cost of
data center operations-related personnel, as well as the processing centers’ facility related costs and other processing center related expenses. The increase in
direct operating cost for the first half of 2007 compared to the first half of 2006

21



Table of Contents

is attributed to the increase in the number of ATMs under operation, the number of transactions processed and foreign currency translations to the U.S. dollar.

Gross margin

Gross margin, which is calculated as revenue less direct operating costs, increased to $27.9 million for the second quarter and $53.0 million for the first half
of 2007 from $25.6 million for the second quarter and $48.8 million for the first half of 2006. Gross margin as a percentage of revenue was 60% for the first
half of 2007 compared to 64% for the first half of 2006. The decrease in gross margin as a percentage of revenue is due to the impact of accounting for certain
contract renewals and other fluctuations in revenues discussed above, as well as the increased contributions of our subsidiary in India, which generally earns a
lower gross margin than our other operations.

Salaries and benefits

The increase in salaries and benefits for the first half of 2007 compared to the first half of 2006 was due to staffing costs to expand in emerging markets, such
as India, China and new European markets, and additional products, such as POS, card processing and cross-border merchant processing and acquiring.
Salaries and benefits also increased as a result of general merit increases awarded to employees and certain additional staffing requirements due to the larger
number of ATMs under operation and transactions processed. As a percentage of revenue, however, these costs remained flat at 23% of revenue for the first
half of both 2006 and 2007.

Selling, general and administrative

The increase in selling, general and administrative expenses for the first half of 2007, compared to the first half of 2006, is primarily due to the $1.2 million
loss recorded in the first quarter 2007 under a claim from a former cash supply contractor in Central Europe. The claim loss was awarded by an arbitration
tribunal in Budapest, Hungary and involved the claim that the cash supply contractor provided us with cash during the fourth quarter 1999 and first quarter
2000 that was not returned. Excluding this loss, as a percentage of revenues, these costs decreased to 9% of revenue for the first half of 2007 from 10% of
revenue for the first half of 2006.

Depreciation and amortization

The increase in depreciation and amortization expense for the first half of 2007 compared to the first half of 2006 is due primarily to additional equipment and
software for the expansion of our Hungarian processing center incurred during 2006 and additional ATMs in Poland. As a percentage of revenue, these
expenses remained flat at 9% of revenue for the first half of both 2006 and 2007.

Operating income

Operating income decreased slightly for the first half of 2007 compared to the first half of 2006, primarily due to the arbitration loss described under selling,
general and administrative expenses above. Excluding the arbitration loss, the increase in operating income for the segment is generally the result of increased
revenue and gross margin described above, combined with leveraging certain management cost structures. Excluding the arbitration loss, operating income as
a percentage of revenue was 20% for the first half of 2007 compared to 22% for the first half of 2006 and $0.06 per transaction for the first half of 2007
compared to $0.08 per transaction for the first half of 2006. Average monthly operating income per ATM was $310 for the first half of 2007 compared to
$367 for the first half of 2006. The decreases in operating income as a percentage of revenue, operating income per transaction and average monthly
operating income per ATM were generally the result of the decreases in gross margin, revenue per ATM and revenue per transaction described above.

For the first half of 2007 and 2006, operating income includes $0.6 million and $0.7 million, respectively, in losses associated with expanding operations for
the Company’s 75% owned joint venture in China. As of June 30, 2007, we have deployed and are providing all of the day-to-day outsourcing services for
over 100 ATMs. Under current agreements, we expect that the total number of ATMs in China deployed and for which we will be providing day-to-day
outsourcing services will increase to over 800 during the next 12 to 18 months. Operating income for the first half of 2007 also includes expenses of
$0.2 million related to the development of the capabilities necessary to enter the cross-border merchant processing and acquiring business. We expect that our
results for the full year 2007 will include expenses of approximately $1.5 million to $2.0 million related to the ongoing investment in developing these
capabilities.

Software sales backlog

As of June 30, 2007, we had a software contract backlog of approximately $6.9 million compared to approximately $9.4 million as of June 30, 2006. Such
backlog represents software sales based on signed contracts under which we continue to have performance milestones before the sale will be completed. We
recognize revenue on a percentage of completion method, based on certain milestone conditions, for our software solutions. As a result, we have not
recognized all the revenue associated with these sales contracts. We cannot give assurances that the milestones under the contracts will be completed within
one year or that we will be able to recognize the related revenue within the one-year period.
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PREPAID PROCESSING SEGMENT

The following table presents the results of operations for the three- and six-month periods ended June 30, 2007 and 2006 for our Prepaid Processing Segment:
                             
  Results for the Three         Results for the Six Months     
  Months Ended June 30,   Year-over-Year Change  Ended June 30,   Year-over-Year Change
          Increase   Increase          Increase   Increase
(dollar amounts in thousands)  2007   2006   Amount   Percent  2007   2006   Amount   Percent
Total revenues  $ 142,230  $ 113,352  $ 28,878  25%  $ 269,811  $ 223,717  $ 46,094  21%
  

 
  

 
  

 
  

 
 

 
  

 
  

 
  

 

                             
Operating expenses:                             

Direct operating costs   116,248   91,290   24,958  27%   219,478   179,414   40,064  22%
Salaries and benefits   7,020   5,705   1,315  23%   13,405   11,550   1,855  16%
Selling, general and

administrative   5,389   4,200   1,189  28%   9,966   7,710   2,256  29%
Depreciation and

amortization   3,694   3,465   229  7%   7,412   6,783   629  9%
  

 
  

 
  

 
  

 
 

 
  

 
  

 
  

 

                             
Total operating expenses   132,351   104,660   27,691  26%   250,261   205,457   44,804  22%

  
 
  

 
  

 
  

 
 

 
  

 
  

 
  

 

                             
Operating income  $ 9,879  $ 8,692  $ 1,187  14%  $ 19,550  $ 18,260  $ 1,290  7%

  

 

  

 

  

 

  

 

 

 

  

 

  

 

  

 

                             
Transactions processed (in

millions)   160.2   107.7   52.5  49%   299.7   204.1   95.6  47%

Effective in the second quarter 2007, as a result of the acquisition of RIA, the Company established the Money Transfer Segment. The Company’s previous
money transfer business was relatively insignificant and was reported and managed as part of the Company’s Prepaid Processing Segment. We have restated
previously reported amounts to reflect the reclassification of the money transfer business from the Prepaid Processing Segment to Money Transfer Segment
for all periods presented.

Revenues

The increase in revenues for the first half of 2007 compared to the first half of 2006 was generally attributable to: (i) the increase in total transactions
processed across all of our Prepaid Processing Segment operations, (ii) the first quarter 2007 acquisitions of Omega Logic and Brodos Romania, and
(iii) foreign currency translations to the U.S. dollar. Revenue growth was partially offset by reduced revenue in Spain resulting from the second quarter 2006
expiration of a preferential commission arrangement with a Spanish mobile operator. Additionally, in certain mature markets, our revenue growth has slowed
substantially and, in some cases, revenues have decreased because conversion from scratch cards to electronic top-up is substantially complete and certain
mobile operators and retailers are driving competitive reductions in pricing and margins. We expect most of our revenue growth for 2007 and beyond to be
derived from developing markets or markets in which there is organic growth in the prepaid sector overall, from continued conversion from scratch cards to
electronic top-up in less mature markets, from additional products sold over the base of prepaid processing terminals and, possibly, from acquisitions.

Revenue per transaction decreased to $0.89 for the second quarter and $0.90 for the first half of 2007 from $1.05 for the second quarter and $1.10 for the first
half of 2006 due primarily to the growth in revenues and transactions recorded by our ATX subsidiary. ATX provides only transaction processing services
without direct costs and other operating costs generally associated with installing and managing terminals; therefore, the revenue we recognize from these
transactions is a fraction of that recognized on average transactions, but with very low cost. Transaction volumes at ATX have increased by more than 200%
for the first half of 2007 compared to the first half of 2006. The expiration of preferential commission arrangements in Spain discussed above also contributed
to the decrease in revenue per transaction. Partially offsetting the decreases described above was the growth in both volumes and revenues in Australia and
the U.S., which generally have higher revenue per transaction, but also pay higher commission rates to retailers, than our other Prepaid Processing
subsidiaries.

Direct operating costs

Direct operating costs in the Prepaid Processing Segment include the commissions we pay to retail merchants for the distribution and sale of prepaid mobile
airtime and other prepaid products, as well as communication and paper expenses required to operate POS terminals. Because of their nature, these
expenditures generally fluctuate directly with revenues and processed transactions. The increase in direct operating costs is generally attributable to the
increase in total transactions processed and foreign currency translations to the U.S. dollar compared to the prior year.
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Gross margin

Gross margin, which represents revenue less direct costs, was $26.0 million for the second quarter and $50.3 million for the first half of 2007 compared to
$22.1 million for the second quarter and $44.3 million for the first half of 2006. Gross margin as a percentage of revenue was relatively flat at 19% for the
first half of 2007 compared to 20% for the first half of 2006. Gross margin per transaction was $0.16 for the second quarter and $0.17 for the first half of 2007
compared to $0.20 for the second quarter and $0.22 for the first half of 2006. Most of the reduction in gross margin per transaction is due to the growth of
revenues and transactions at our ATX subsidiary, the expiration of preferential commission arrangements in Spain discussed above and the general maturity of
the prepaid mobile airtime business in many of our markets.

Salaries and benefits

The increase in salaries and benefits for the first half of 2007 compared to the first half of 2006 is primarily the result of the acquisitions of Brodos Romania
and Omega Logic, as well as additional overhead to support development in other new and growing markets. As a percentage of revenue, salaries and benefits
have decreased slightly to 5.0% for the first half of 2007, from 5.2% for the first half of 2006.

Selling, general and administrative

The increase in selling, general and administrative expenses for the first half of 2007 compared to the first half of 2006 is the result of the acquisitions of
Brodos Romania and Omega Logic, as well as additional overhead to support development in other new and growing markets. As a percentage of revenue
these selling, general and administrative expenses increased to 3.7% for the first half of 2007 compared to 3.4% of revenue for the first half of 2006 mainly
due to additional expenses incurred in new and growing markets.

Depreciation and amortization

Depreciation and amortization expense primarily represents amortization of acquired intangibles and the depreciation of POS terminals we install in retail
stores. The increase for the first half of 2007 compared to the first half 2006 is primarily due to the acquisitions of Brodos Romania and Omega Logic. As a
percentage of revenues, depreciation and amortization decreased to 2.7% for the first half of 2007 from 3.0% for first half of 2006.

Operating income

The improvement in operating income for the first half of 2007 compared to the first half of 2006 was due to the significant growth in revenues and
transactions processed and the benefit of foreign currency translations to the U.S. dollar, partially offset by the impact of the events in Spain discussed above
and the costs of development in new and growing markets.

Operating income as a percentage of revenues was 6.9% for the second quarter and 7.2% for the first half of 2007 compared to 7.7% for second quarter and
8.2% for the first half of 2006. The decreases are primarily due to the events in Spain and operating expenses incurred to support development in new and
growing markets. Operating income per transaction was $0.06 for the second quarter and $0.07 for the first half of 2007 compared to $0.08 for the second
quarter and $0.09 for the first half of 2006. The decrease in operating income per transaction is due to the events in Spain and the growth in revenues and
transactions at our ATX subsidiary.
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MONEY TRANSFER SEGMENT

The Money Transfer Segment was established during April 2007 with the acquisition of RIA, which is more fully described in Note 4 – Acquisitions, to the
unaudited consolidated financial statements included in this report. To assist in better understanding the results of the Money Transfer Segment, pro forma
results have been provided as if RIA’s results were included in our consolidated results of operations beginning January 1, 2006. Because our results of
operations for the three- and six-month periods ended June 30, 2006 were insignificant, and fluctuations when compared to the three- and six-month periods
ended June 30, 2007 are nearly entirely due to the acquisition of RIA, the following discussion and analysis will focus on pro forma results of operations. The
pro forma financial information is not intended to represent, or be indicative of, the consolidated results of operations or financial condition that would have
been reported had the RIA acquisition been completed as of the beginning of the periods presented. Moreover, the pro forma financial information should not
be considered as representative of our future consolidated results of operations or financial condition. The following tables present the actual and pro forma
results of operations for the three- and six-month periods ended June 30, 2007 and 2006 for the Money Transfer Segment:
                         
  Actual  
          Year-over-           Year-over-  
  Results for the Three   Year   Results for the Six   Year  
  Months Ended June 30,   Change   Months Ended June 30,   Change  
          Increase           Increase  
(dollar amounts in thousands)  2007   2006   Amount   2007   2006   Amount  

Total revenues  $ 49,219  $ 833  $ 48,386  $ 50,008  $ 1,429  $ 48,579 
  

 
  

 
  

 
  

 
  

 
  

 
 

                         
Operating expenses:                         

Direct operating costs   26,395   480   25,915   26,906   843   26,063 
Salaries and benefits   9,833   500   9,333   10,423   939   9,484 
Selling, general and administrative   6,819   337   6,482   7,270   673   6,597 
Depreciation and amortization   4,792   87   4,705   4,896   153   4,743 

  
 
  

 
  

 
  

 
  

 
  

 
 

                         
Total operating expenses   47,839   1,404   46,435   49,495   2,608   46,887 

  
 
  

 
  

 
  

 
  

 
  

 
 

                         
Operating income  $ 1,380  $ (571)  $ 1,951  $ 513  $ (1,179)  $ 1,692 

  

 

  

 

  

 

  

 

  

 

  

 

 

                         
Transactions processed (in millions)   3.8   0.1   3.7   3.9   0.1   3.8 

                             
  Pro Forma
  Results for the Three         Results for the Six Months     
  Months Ended June 30,   Year-over-Year Change  Ended June 30,   Year-over-Year Change
          Increase   Increase          Increase   Increase
(dollar amounts in thousands)  2007   2006   Amount   Percent  2007   2006   Amount   Percent
Total revenues  $ 51,692  $ 47,173  $ 4,519  10%  $ 96,197  $ 87,728  $ 8,469  10%
  

 
  

 
  

 
  

 
 

 
  

 
  

 
  

 

                             
Operating expenses:                             

Direct operating costs   27,633   25,349   2,284  9%   51,700   47,171   4,529  10%
Salaries and benefits   10,498   9,040   1,458  16%   20,751   17,802   2,949  17%
Selling, general and

administrative   6,681   6,490   191  3%   13,272   12,968   304  2%
Depreciation and

amortization   4,620   4,217   403  10%   8,926   8,366   560  7%
  

 
  

 
  

 
  

 
 

 
  

 
  

 
  

 

                             
Total operating expenses   49,432   45,096   4,336  10%   94,649   86,307   8,342  10%

  
 
  

 
  

 
  

 
 

 
  

 
  

 
  

 

                             
Operating income  $ 2,260  $ 2,077  $ 183  9%  $ 1,548  $ 1,421  $ 127  9%

  

 

  

 

  

 

  

 

 

 

  

 

  

 

  

 

Comparison of pro forma operating results

During the second quarter 2007, we combined our previous money transfer business with RIA and incurred total exit costs of $0.9 million. These costs
represent the accelerated depreciation and amortization of property and equipment, software and leasehold improvements that were disposed of during the
second quarter 2007; the write-off of marketing materials and trademarks that have been discontinued; the write off of accounts receivable from agents that
did not meet RIA’s credit requirements; and severance and retention
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payments made to certain employees. These exit costs are not included in pro forma operating expenses in the above table.

Revenues

Revenue from the Money Transfer Segment includes a transaction fee for each transaction as well as the difference between purchasing currency at wholesale
exchange rates and selling the currency to customers at retail exchange rates. On a historical basis 70-75% of our Money Transfer Segment revenue is derived
from transaction fees, 24-26% is derived from the foreign currency spread and 2% or less is derived from other sources, such as fees for cashing checks,
issuing money orders and processing bill payments. For the six-months ended June 30, 2007, 75% of our money transfers were initiated in the U.S., 21% in
Europe and 4% in other countries, such as Canada, Australia and the Dominican Republic. For the six-months ended June 30, 2006, 83% of our money
transfers were initiated in the U.S., 15% in Europe and 2% in other countries. We expect that the U.S. will continue to represent our highest volume market;
however, significant future growth is expected to be derived from non-U.S. sources.

The increase in pro forma revenues for the first half of 2007 compared to the first half of 2006 is due to a 13% increase in the number of transactions
processed. Money transfers to Mexico, which represented approximately 40% of total money transfers, decreased by 1.5%, while transfers to all other
countries increased 26% when compared to the prior year. The decline in transfers to Mexico was largely the result of immigration developments, downturns
in certain labor markets and other economic factors impacting the U.S. market. These issues have also resulted in certain competitors lowering transaction
fees and foreign currency exchange spreads in certain markets where we do business in an attempt to limit the impact on money transfer volumes. However,
we have seen recent improvement in this trend and June 2007 total money transfers to Mexico exceeded total money transfers to Mexico in June 2006.

Direct operating costs

Direct operating costs in the Money Transfer Segment primarily represent commissions paid to agents that originate money transfers on our behalf and
distribution agents that disburse funds to the customers’ destination beneficiary, together with less significant costs, such as telecommunication and bank fees
to collect money from originating agents. Direct operating costs generally increase or decrease by a similar percentage as revenues.

Gross margin

Pro forma gross margin, which represents revenue less direct costs, was $23.8 million for the second quarter and $44.5 million for the first half of 2007
compared to $21.8 million for the second quarter and $40.6 million for the first half of 2006. This improvement is primarily due to the growth in money
transfer transactions discussed above. Pro forma gross margin as a percentage of revenue was 46% for the first half of both 2007 and 2006.

Salaries and benefits

Salaries and benefits include salaries and commissions paid to employees, the cost of providing employee benefits, amounts paid to contract workers and
accruals for incentive compensation. Pro forma salaries and benefits expense for the first half of 2007 increased as compared to the first half of 2006
primarily due to overall Company growth. Pro forma salaries and benefits for 2006 also include costs associated with our previous money transfer business
that generally have been eliminated from our cost structure for the second quarter 2007.

Selling, general and administrative

Selling, general and administrative expenses include operations support costs, such as rent, utilities, professional fees, indirect telecommunications,
advertising and other miscellaneous overhead costs. Pro forma selling, general and administrative expenses for the first half of 2007 were relatively flat
compared to the first half of 2006. However, the prior year pro forma results include costs associated with our previous money transfer business, which
generally have been eliminated from our cost structure beginning in the second quarter 2007. Excluding the impact of these costs, the increase in pro forma
selling, general and administrative expenses for the first half of 2007 compared to the first half of 2006 is due primarily to overall Company growth.

Depreciation and amortization

Depreciation and amortization primarily represents amortization of acquired intangibles, but also includes depreciation of money transfer terminals,
computers and software, leasehold improvements and office equipment. The increase in pro forma depreciation and amortization for the first half of 2007
compared to the first half of 2006 is primarily due to additional computer equipment in our customer service centers and increased leasehold improvements,
office equipment and computer equipment for expansion.
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Operating income

The increase in pro forma operating income for the first half of 2007 compared to the first half of 2006 is the result of increased pro forma revenues discussed
above.

CORPORATE SERVICES

The following table presents the operating expenses for the three- and six-month periods ended June 30, 2007 and 2006 for Corporate Services:
                             
  Results for the Three         Results for the Six     
  Months Ended June 30,   Year-over-Year Change  Months Ended June 30,   Year-over-Year Change
          Increase   Increase          Increase   Increase
          (Decrease)   (Decrease)          (Decrease)   (Decrease)
(dollar amounts in thousands)  2007   2006   Amount   Percent  2007   2006   Amount   Percent
Salaries and benefits  $ 3,379  $ 3,808  $ (429)  (11%)  $ 6,079  $ 7,320  $ (1,241)  (17%)
Selling, general and

administrative   1,117   915   202  22%   2,027   1,786   241  13%
Depreciation and amortization   61   45   16  36%   121   88   33  38%
  

 
  

 
  

 
  

 
 

 
  

 
  

 
  

 

                             
Total operating expenses  $ 4,557  $ 4,768  $ (211)  (4%)  $ 8,227  $ 9,194  $ (967)  (11%)

  

 

  

 

  

 

  

 

 

 

  

 

  

 

  

 

Corporate operating expenses

The decrease in salaries and benefits for the first half of 2007 compared to the first half of 2006 was due primarily to lower incentive accruals and the
December 2006 resignation of our former President and Chief Operating Officer. The increase in selling, general and administrative expenses was mainly the
result of higher professional fees and other expenses associated with acquisition analysis.

OTHER INCOME, NET
                             
  Results for the Three         Results for the Six     
  Months Ended June 30,   Year-over-Year Change  Months Ended June 30,   Year-over-Year Change
          Increase   Increase          Increase   Increase
          (Decrease)   (Decrease)          (Decrease)   (Decrease)
(dollar amounts in thousands)  2007   2006   Amount   Percent  2007   2006   Amount   Percent
Interest income  $ 4,096  $ 3,387  $ 709  21%  $ 8,441  $ 6,109  $ 2,332  38%
Interest expense   (7,782)   (3,656)   4,126  113%   (11,363)   (7,253)   4,110  57%
Income from unconsolidated

affiliates   636   187   449  240%   876   358   518  145%
Foreign currency exchange

gain, net   1,308   2,772   (1,464)  n/m   1,741   4,330   (2,589)  n/m
  

 
  

 
  

 
  

 
 

 
  

 
  

 
  

 

                             
Total other income

(expense)  $ (1,742)  $ 2,690  $ (4,432)  n/m  $ (305)  $ 3,544  $ (3,849)  n/m
  

 

  

 

  

 

  

 

 

 

  

 

  

 

  

 

n/m — Not meaningful.

Interest income

Interest income was $8.4 million for the first half of 2007 compared to $6.1 million for the first half of 2006. The increase in interest income for the first half
of 2007 was primarily due to cash generated from operations and the $154.3 million of net proceeds from the private equity placement that was completed
during March 2007. We have also benefited from higher average interest rates during the first half of 2007 compared to the first half of 2006 due to a shift of
investments from money market accounts to commercial paper and the general rise in short-term interest rates.

Interest expense

Interest expense was $11.4 million for the first half of 2007 compared to $7.3 million for the first half of 2006. The increase in interest expense is primarily
related to an additional $190 million in borrowings to finance the acquisition of RIA and borrowings under the revolving credit facility to finance the working
capital requirements of RIA, which comprises our new Money Transfer Segment. The RIA acquisition was completed on April 4, 2007.
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Income from unconsolidated affiliates

Income from unconsolidated affiliates increased for the first half of 2007 compared to the first half of 2006 because we recognized a gain of $0.4 million from
the sale of our 8% interest in CashNet Telecommunications Egypt SAE during the second quarter 2007. The remainder of income from unconsolidated
affiliates represents the equity in income of our 40% investment in e-pay Malaysia.

Foreign currency exchange gain, net

The re-measurement of assets and liabilities denominated in currencies other than the functional currency of each of our subsidiaries gives rise to foreign
currency exchange gains and losses that are recorded in determining net income. We recorded net foreign currency exchange gains of $1.7 million and
$4.3 million during the first half of 2007 and 2006, respectively.

INCOME TAX EXPENSE
                 
  Results for the Three   Results for the Six Months  
  Months Ended June 30,   Ended June 30,  
(dollar amounts in thousands)  2007   2006   2007   2006  
Income from continuing operations before income taxes and minority interest  $ 14,207  $ 14,938  $ 27,716  $ 28,120 
Minority interest   (599)   (212)   (952)   (473)
  

 
  

 
  

 
  

 
 

 
Income from continuing operations before income taxes   13,608   14,726   26,764   27,647 

                 
Income tax expense   4,990   3,599   8,923   7,169 
  

 
  

 
  

 
  

 
 

 
Income from continuing operations  $ 8,618  $ 11,127  $ 17,841  $ 20,478 

  

 

  

 

  

 

  

 

 

 
Effective income tax rate   36.7%  24.4%  33.3%  25.9%
  

 

  

 

  

 

  

 

 

                 
Income from continuing operations before income taxes  $ 13,608  $ 14,726  $ 26,764  $ 27,647 
Adjust: Foreign exchange gain, net   1,308   2,772   1,741   4,330 
  

 
  

 
  

 
  

 
 

                 
Income from continuing operations before income taxes and foreign exchange

gain, net  $ 12,300  $ 11,954  $ 25,023  $ 23,317 
  

 

  

 

  

 

  

 

 

                 
Effective income tax rate, excluding foreign exchange gain, net   40.6%  30.1%  35.7%  30.7%
  

 

  

 

  

 

  

 

 

We calculate our effective tax rate by dividing income tax expense by pre-tax book income including the effect of minority interests. Our effective tax rate
was 33.3% for the first half of 2007 compared to 25.9% for the first half of 2006.

We are in a net operating loss position for our U.S. operations and, accordingly have valuation allowances to reserve for deferred tax assets that are not
considered more likely than not of realization. Therefore, we do not currently recognize the tax benefit or expense associated with foreign currency gains or
losses incurred by our U.S. operations. Excluding foreign currency exchange translation results from pre-tax income, our effective tax rate was 35.7% for the
first half of 2007 and 30.7% for the first half of 2006.

The increase in the year-over-year effective tax rates, excluding foreign currency gains and losses, was primarily attributable to the expiration of operating
loss benefits in Poland and India, the increase in profitability in higher than average tax rate jurisdictions and the dilutive net effects on pre-tax income
resulting from the RIA acquisition. The acquisition of RIA increased the effective tax rate for two reasons: (i) RIA is expected to generate net operating losses
for U.S. tax purposes that are expected to require a valuation allowance; and (ii) RIA significantly expands our U.S. presence and the combined U.S. federal
and state tax rates are higher than most tax rates in other jurisdictions where we operate.

During the second quarter 2007, we recognized $1.3 million of non-cash deferred income tax expense related to the deduction of goodwill amortization
expense for U.S. income tax purposes, a substantial portion of which relates to the acquisition of RIA Envia. Goodwill arising from certain business
combinations involving our U.S. operations is amortized as an expense for tax purposes over 15 years but not for financial reporting purposes. We recorded
deferred income tax expense and a deferred tax liability related to the tax-deductible goodwill. The deferred tax liability will remain on the balance sheet
indefinitely unless there is an impairment of goodwill for financial reporting purposes or the related business entity is disposed of through a sale. Moreover,
during the second quarter 2007, we reversed $2.7 million in valuation allowances on deferred tax assets related to U.S. federal and state net operating losses.
We concluded that it is more likely than not that the net deferred tax asset will be realized because we would utilize tax-planning strategies in the event its net
operating losses were to expire.

We determine income tax expense and remit income taxes based upon enacted tax laws and regulations applicable in each of the taxing jurisdictions where we
conduct business. Based on our interpretation of such laws and regulations, and considering the evidence of available facts and circumstances and baseline
operating forecasts, we have accrued the estimated tax effects of certain transactions, business ventures, contractual and organizational structures, projected
business unit performance, and the estimated future reversal of timing differences. Should a taxing jurisdiction change its laws and regulations or dispute our
conclusions, or should management become aware of new facts or other evidence that could alter our conclusions, the resulting impact to our estimates could
have a material adverse effect on our Consolidated Financial Statements.
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DISCONTINUED OPERATIONS

In July 2002, we sold substantially all of the non-current assets and related capital lease obligations of our ATM processing business in France to Atos S.A.
During the first quarter 2007, we received a binding French Supreme Court decision relating to a lawsuit in France that resulted in a cash recovery and gain of
$0.3 million, net of legal costs. There were no assets or liabilities held for sale at June 30, 2007 or December 31, 2006.

NET INCOME

We recorded net income of $18.2 million for the first half of 2007 compared to $20.5 million for the first half of 2006. As more fully discussed above, the
decrease of $2.3 million was primarily the result of a decrease in the net foreign currency exchange gain of $2.6 million, an increase in net interest expense of
$1.8 million, an increase in income tax expense of $1.7 million, and an increase in income attributable to minority interest of $0.5 million. These decreases
were partially offset by an increase in operating income of $3.5 million, an increase in income from unconsolidated affiliates of $0.5 million and a gain from
discontinued operations of $0.3 million.

LIQUIDITY AND CAPITAL RESOURCES

Working capital

As of June 30, 2007, we had working capital, which is calculated as the difference between total current assets and total current liabilities, of $264.9 million,
compared to working capital of $284.4 million as of December 31, 2006. Our ratio of current assets to current liabilities was 1.53 at June 30, 2007, compared
to 1.70 as of December 31, 2006. The decrease in working capital and the reduction in the ratio of current assets to current liabilities were due primarily to the
reduction in cash of approximately $168.3 million for the acquisition of RIA, mostly offset by the proceeds from the private equity offering that we completed
during March 2007. As of June 30, 2007, the net proceeds from the offering remained unused and included in unrestricted cash.

Operating cash flow

Cash flows provided by operating activities were $1.0 million for the first half of 2007 compared to $15.6 million for the first half of 2006. This decrease was
primarily due to the acquisition of RIA. The purchase price was reduced by $21.7 million for liabilities assumed in excess of an agreed upon amount, which
decreased the cash paid to the sellers and increased the amount of cash we paid out of operating cash flows to settle these assumed liabilities. The decrease
was also due to fluctuations in working capital associated with the timing of the settlement process with mobile operators in the Prepaid Processing Segment
and decreased net income when compared to the prior year. Partially offsetting these decreases was the increase in depreciation and amortization expense,
which is a non-cash expense and added back to net income to reconcile to net cash provided by operating activities.

Investing activity cash flow

Cash flows used in investing activities were $353.8 million for the first half of 2007, compared to $14.0 million for the first half of 2006. Our investing
activities for the first half of 2007 consisted of $314.3 million in cash paid related to acquisitions, primarily RIA. We placed $26 million in escrow in
connection with the agreement to acquire Envios de Valores La Nacional Corp. (“La Nacional”). See further discussion under “other trends and uncertainties
– Agreement to acquire La Nacional” below. We also incurred $14.4 million for purchases of property and equipment, software development and other
investing activities. Our investing activities for the first half of 2006 include $2.3 million in cash paid for acquisitions and $11.7 million for purchases of
property and equipment, software development and other investing activities totaling $2.8 million.

Financing activity cash flows

Cash flows from financing activities were $313.0 million during the first half of 2007 compared to $8.9 million during the first half of 2006. Our financing
activities for the first half of 2007 consisted primarily of $190.0 million in proceeds from borrowings under our term loan agreement that were used to finance
a portion of the acquisition of RIA and proceeds from the equity private placement and stock option exercises totaling $163.5 million. Partially offsetting
these increases were net repayments on debt obligations of $35.4 million, dividends paid to minority interest stockholders of $1.6 million and debt issuance
costs associated with our new syndicated credit facility of $3.8 million. To support the short-term cash needs of our Money Transfer Segment, we generally
borrow amounts under the revolving credit agreements several times each month to fund the correspondent network in advance of collecting remittance
amounts from the agency network. These borrowings are repaid over a very short period of time, generally within a few days. Primarily as a result of this,
during the second quarter, we had a total of $408.7 million in borrowings and $438.3 million in repayments under our revolving credit agreements. Our
financing activities for the first half of 2006 consist primarily of proceeds from the exercise of stock options and employee share purchase of $11.7 million,
partially offset by net repayments of short-term borrowings, payments on capital lease obligations and other financing activities totaling $2.8 million.

Expected future financing and investing cash requirements primarily depend on our acquisition activity and the related financing needs.

Other sources of capital

Credit Facility – In connection with completing the acquisition of RIA discussed under “Opportunities and Challenges” above, we entered into a $290 million
secured credit facility consisting of a $190 million seven-year term loan, which was fully drawn at closing, and a $100 million five-year revolving credit
facility (together, the “Credit Facility”). The $190 million seven-year term loan bears interest at LIBOR
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plus 200 basis points or prime plus 100 basis points and requires that we repay 1% of the outstanding balance each year, with the remaining balance payable
after seven years. We estimate that we will be able to repay the $190 million term loan prior to its maturity date through cash flows available from operations,
provided our operating cash flows are not required for future business developments. Financing costs of $4.3 million have been deferred and are being
amortized over the terms of the respective loans.

The $100 million five-year revolving credit facility replaced the previous existing revolving credit facility and bears interest at LIBOR or prime plus a margin
that adjusts each quarter based upon our consolidated total debt to earnings before interest, taxes, depreciation and amortization (“EBITDA”) ratio. We intend
to use the revolving credit facility primarily to fund working capital requirements, which are expected to increase as a result of our recent acquisitions. Based
on our current projected working capital requirements, we anticipate that our revolving credit facility will be sufficient to fund our working capital needs.

We may be required to repay our obligations under the Credit Facility six months before any potential repurchase date under our $140 million 1.625%
Convertible Senior Debentures Due 2024 or our $175 million 3.5% Convertible Debentures Due 2025, unless we are able to demonstrate that either: (i) we
could borrow unsubordinated funded debt equal to the principal amount of the applicable convertible debentures while remaining in compliance with the
financial covenants in the Credit Facility or (ii) we will have sufficient liquidity (as determined by the administrative agent and the lenders). The Credit
Facility contains three financial covenants that become more restrictive through September 30, 2008: (1) total debt to EBITDA ratio, (2) senior secured debt
to EBITDA ratio and (3) EBITDA to fixed charge coverage ratio. Because of the change to these covenants over time, in order to remain in compliance with
our debt covenants we will be required to increase our EBITDA, repay debt, or both. These and other material terms and conditions applicable to the Credit
Facility are described in the agreement governing the Credit Facility.

The term loan may be expanded by up to an additional $150 million and the revolving credit facility can be expanded by up to an additional $25 million,
subject to satisfaction of certain conditions including pro-forma debt covenant compliance.

As of June 30, 2007, we had borrowings of $189.5 million outstanding against the term loan and we had borrowings of $40.3 million and stand-by letters of
credit of $4.4 million outstanding against the revolving credit facility. The remaining $55.3 million under the revolving credit facility ($80.3 million if the
facility were increased to $125 million) was available for borrowing. Borrowings under the revolving credit facility are being used to fund short-term working
capital requirements in the U.S. and India. Our weighted average interest rate under the revolving credit facility as of June 30, 2007 was 8.2%.

Short-term debt obligations – Short-term debt obligations consist primarily of the current portion of the term loan, credit lines, overdraft facilities and short-
term loans to support ATM cash needs and supplement short-term working capital requirements. As of June 30, 2007, we had $7.0 million in short-term debt
obligations, comprised of $5.1 million being used to fund short-term working capital requirements in the Czech Republic and Spain and $1.9 million for the
1% annual repayment under the term loan.

Our Prepaid Processing Segment subsidiaries in Spain enter into agreements with financial institutions to receive cash in advance of collections on customers’
accounts. These arrangements can be with or without recourse and the financial institutions charge the Spanish subsidiaries transaction fees and/or interest in
connection with these advances. Cash received can be up to 40 days prior to the customer invoice due dates. Accordingly, the Spanish subsidiaries remain
obligated to the banks on the cash advances until the underlying account receivable is ultimately collected. Where the risk of collection remains with Euronet,
the receipt of cash continues to be carried on the consolidated balance sheet in each of trade accounts receivable and accrued expenses and other current
liabilities. Amounts outstanding under these arrangements are generally $2 million or less.

We believe that the short-term debt obligations can be refinanced at terms acceptable to us. However, if acceptable refinancing options are not available, we
believe that amounts due under these obligations can be funded through cash generated from operations, together with cash on hand or borrowings under our
revolving credit facility.

Convertible debt – We have $175 million in principal amount of 3.50% Convertible Debentures Due 2025 that are convertible into 4.3 million shares of
Euronet Common Stock at a conversion price of $40.48 per share upon the occurrence of certain events (relating to the closing prices of Euronet Common
Stock exceeding certain thresholds for specified periods). We will pay contingent interest for the six-month period from October 15, 2012 through April 14,
2013 and for each six-month period thereafter from April 15 to October 14 or October 15 to April 14 if the average trading price of the debentures for the
applicable five trading-day period preceding such applicable six-month interest period equals or exceeds 120% of the principal amount of the debentures.
Contingent interest will equal 0.35% per annum of the average trading price of a debenture for such five trading-day periods. The debentures may not be
redeemed by us until October 20, 2012 but are redeemable at par at any time thereafter. Holders of the debentures have the option to require us to purchase
their debentures at par on October 15, 2012, 2015 and 2020, or upon a change in control of the Company. When due, these debentures can be settled in cash
or Euronet Common Stock, at our option, at predetermined conversion rates.

We also have $140 million in principal amount of 1.625% Convertible Senior Debentures Due 2024 that are convertible into 4.2 million shares of Euronet
Common Stock at a conversion price of $33.63 per share upon the occurrence of certain events (relating to the closing prices of Euronet Common Stock
exceeding certain thresholds for specified periods). We will pay contingent interest for the six-month period from December 20, 2009 through June 14, 2010
and for each six-month period thereafter from
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June 15 to December 14 or December 15 to June 14 if the average trading price of the debentures for the applicable five trading-day period preceding such
applicable six-month interest period equals or exceeds 120% of the principal amount of the debentures. Contingent interest will equal 0.30% per annum of the
average trading price of a debenture for such five trading-day periods. The debentures may not be redeemed by us until December 20, 2009 but are
redeemable at any time thereafter at par. Holders of the debentures have the option to require us to purchase their debentures at par on December 15, 2009,
2014 and 2019, and upon a change in control of the Company. When due, these debentures can be settled in cash or Euronet Common Stock, at our option, at
predetermined conversion rates.

These terms and other material terms and conditions applicable to the convertible debentures are set forth in the indenture agreements governing these
debentures.

Proceeds from issuance of shares and other capital contributions – We have established, and shareholders have approved, share compensation plans that allow
the Company to make grants of restricted stock, or options to purchase shares of Common Stock, to certain current and prospective key employees, directors
and consultants. During the first half of 2007, 213,790 stock options were exercised at an average exercise price of $15.82, resulting in proceeds to us of
approximately $3.4 million.

Other uses of capital

Payment obligations related to acquisitions – As partial consideration for the acquisition of RIA, we granted the sellers of RIA 3,685,098 contingent value
rights (“CVRs”) and 3,685,098 stock appreciation rights (“SARs”). The 3,685,098 CVRs mature on October 1, 2008 and will result in the issuance of up to
$20 million of additional shares of Euronet Common Stock or payment of additional cash, at our option, if the price of Euronet Common Stock is less than
$32.56 on the maturity date. The 3,685,098 SARs entitle the sellers to acquire additional shares of Euronet Common Stock at an exercise price of $27.14 at
any time through October 1, 2008. Between the CVRs and SARs, the sellers are entitled to additional consideration of at least $20 million in Euronet
Common Stock or cash. The SARS also provide potential additional value to the sellers for situations in which Euronet Common Stock appreciates beyond
$32.56 per share prior to October 1, 2008, which is to be settled through the issuance of additional shares of Euronet Common Stock. These and other terms
and conditions applicable to the CVRs and SARs are set forth in the agreements governing these instruments.

We have potential contingent obligations to the former owner of the net assets of Movilcarga. Based upon presently available information we do not believe
any additional payments will be required. The seller has disputed this conclusion and may seek arbitration as provided for in the purchase agreement. Any
additional payments, if ultimately determined to be owed the seller, will be recorded as additional goodwill and could be made in either cash of a combination
of cash and Euronet Common Stock at our option.

In connection with the acquisition of Brodos Romania, we agreed to contingent consideration arrangements based on the achievement of certain performance
criteria. If the criteria are achieved, during 2009 and 2010, we would have to pay a total of $2.5 million in cash or 75,489 shares of Euronet Common Stock,
at the option of the seller.

Leases – We lease ATMs and other property and equipment under capital lease arrangements and as of June 30, 2007 we owed $18.8 million under these
arrangements. The majority of these lease agreements are entered into in connection with long-term outsourcing agreements where, generally, we purchase a
bank’s ATMs and simultaneously sell the ATMs to an entity related to the bank and lease back the ATMs for purposes of fulfilling the ATM outsourcing
agreement with the bank. We fully recover the related lease costs from the bank under the outsourcing agreements. Generally, the leases may be canceled
without penalty upon reasonable notice in the unlikely event the bank or we were to terminate the related outsourcing agreement. We expect that, if terms
were acceptable, we would acquire more ATMs from banks under such outsourcing and lease agreements.

Capital expenditures and needs – Total capital expenditures for the first half of 2007 were $15.3 million, of which $1.7 million were funded through capital
leases. These capital expenditures were primarily for the purchase of ATMs to meet contractual requirements in Poland and India, the purchase and
installation ATMs in key under-penetrated markets, the purchase of POS terminals for the Prepaid Processing Segment and office and data center computer
equipment and software. Included in capital expenditures for office and data center equipment and software for the first half of 2007 is approximately
$2.4 million in capital expenditures for the purchase and development of the necessary processing systems and capabilities to enter the cross-border merchant
processing and acquiring business. Total capital expenditures for 2007 are estimated to be approximately $30 million to $35 million, primarily for the
purchase of ATMs to meet contractual requirements in Poland and India, to purchase and install ATMs in future key under-penetrated markets, the purchase
of terminals for the prepaid processing and money transfer businesses and office and data center computer equipment and software. We expect up to
approximately $10 million of the capital expenditures will be covered through capital leases in conjunction with ATM outsourcing agreements where we
already have signed agreements with banks. The balance of these capital expenditures will be funded through cash generated from operations, together with
cash on hand.

In the Prepaid Processing Segment, approximately 92,000 of the approximately 358,000 POS devices that we operate are Company-owned, with the
remaining terminals being operated as integrated cash register devices of our major retail customers or owned by the retailers. As our Prepaid Processing
Segment expands, we will continue to add terminals in certain independent retail locations at a price of approximately $300 per terminal. We expect the
proportion of owned terminals to total terminals operated to remain relatively constant.
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Litigation – During 2005, a former cash supply contractor in Central Europe (the “Contractor”) claimed that we owed approximately $2.0 million for the
provision of cash during the fourth quarter 1999 and first quarter 2000 that had not been returned. This claim was made after the Company terminated its
business with the Contractor and established a cash supply agreement with another supplier. In the first quarter 2006, the Contractor initiated legal action in
Budapest, Hungary regarding the claim. In April 2007, an arbitration tribunal awarded the Contractor $1.0 million, plus $0.2 million in interest, under the
claim, which was recorded as selling, general and administrative expenses of the Company’s EFT Processing Segment during the first quarter 2007 and paid
in the second quarter 2007.

At current and projected cash flow levels, we anticipate that cash generated from operations, together with cash on hand and amounts available under our
recently amended revolving credit agreements and other existing and potential future financing will be sufficient to meet our debt, leasing, contingent
acquisition and capital expenditure obligations. If our capital resources are insufficient to meet these obligations, we will seek to refinance our debt under
terms acceptable to us. However, we can offer no assurances that we will be able to obtain favorable terms for the refinancing of any of our debt or other
obligations.

Contingencies

From time to time, we are a party to litigation arising in the ordinary course of business. Currently, there are no contingencies that we believe, either
individually or in the aggregate, would have a material adverse effect upon our consolidated results of operations or financial condition.

During 2006, the Internal Revenue Service announced that Internal Revenue Code Section 4251 (relating to telecommunications excise tax) will no longer
apply to, among other services, prepaid mobile airtime such as the services offered by our Prepaid Processing Segment’s U.S. operations. Additionally,
companies that paid this excise tax during the period beginning on March 1, 2003 and ending on July 31, 2006, are entitled to a credit or refund of amounts
paid in conjunction with the filing of 2006 federal income tax returns. We plan to claim refunds for amounts paid during this period. Because of the
complexity of the matter, the refund claim has not yet been quantified. No amounts have been recorded for any potential recovery in our Consolidated
Financial Statements and no amounts will be recorded until such time as the refund is considered “realizable” as stipulated under Statement of Financial
Accounting Standards (“SFAS”) No. 5, “Accounting for Contingencies.”

Other trends and uncertainties

Agreement to acquire La Nacional – During January 2007, we signed a stock purchase agreement to acquire Envios de Valores La Nacional Corp. and its U.S.
based affiliates (“La Nacional”), subject to regulatory approvals and other customary closing conditions. In connection with this agreement, in January 2007,
we deposited $26 million in an escrow account created for the proposed acquisition. The escrowed funds can only be released by mutual agreement of the
Company and La Nacional or through legal remedies available in the agreement.

On February 6, 2007, two employees of La Nacional working in different La Nacional stores were arrested for allegedly violating federal money laundering
laws and certain state statutes. On April 5, 2007, we gave notice to the stockholders of La Nacional of the termination of the stock purchase agreement and
requested the release of the $26 million held in escrow under the terms of the stock purchase agreement. La Nacional is contesting our request for release of
the escrowed funds. While pursuing all legal remedies available to us, we are also engaged in negotiations to determine whether the dispute can be resolved
through revised terms for the acquisition. We cannot predict when this dispute will be resolved or what the resolution may be.

Cross border merchant processing and acquiring – We have entered the cross-border merchant processing and acquiring business, through the execution of an
agreement with a large petrol retailer in Central Europe. Since the beginning of 2007, we have devoted significant resources, including capital expenditures of
approximately $2.4 million, to the ongoing investment in development of the necessary processing systems and capabilities to enter this business, which
involves the purchase and design of hardware and software. Merchant acquiring involves processing credit and debit card transactions that are made on POS
terminals, including authorization, settlement, and processing of settlement files. It will involve the assumption of credit risk, as the principal amount of
transactions will be settled to merchants before settlements are received from card associations. We expect to incur operating expenses of approximately
$1.5 million to $2.0 million in our EFT Processing Segment for 2007 related to the ongoing investment in developing these capabilities.

Inflation and functional currencies

Generally, the countries in which we operate have experienced low and stable inflation in recent years. Therefore, the local currency in each of these markets
is the functional currency. Currently, we do not believe that inflation will have a significant effect on our results of operations or financial position. We
continually review inflation and the functional currency in each of the countries where we operate.
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OFF BALANCE SHEET ARRANGEMENTS

We regularly grant guarantees of the obligations of our wholly-owned subsidiaries and we sometimes enter into agreements with unaffiliated third parties that
contain indemnification provisions, the terms of which may vary depending on the negotiated terms of each respective agreement. Our liability under such
indemnification provisions may be subject to time and materiality limitations, monetary caps and other conditions and defenses. As of June 30, 2007, there
were no material changes from the disclosure in our Annual Report on Form 10-K for the year ended December 31, 2006. To date, we are not aware of any
significant claims made by the indemnified parties or parties to whom we have provided guarantees on behalf of our subsidiaries and, accordingly, no
liabilities have been recorded as of June 30, 2007.

CONTRACTUAL OBLIGATIONS

The following table summarizes our contractual obligations as of June 30, 2007:
                     
  Payments due by period  
      Less than           More than  
(in thousands)  Total   1 year   1-3 years   4-5 years   5 years  
Long-term debt obligations, less current maturities, including

interest  $ 688,255  $ 26,854  $ 192,063  $ 47,556  $ 421,782 
Short-term debt obligations and current maturities of long-term

debt obligations, including interest   7,554   7,554   —   —   — 
Estimated contingent acquisition obligations   22,500   —   21,250   1,250   — 
Obligations under capital leases   21,111   7,480   9,501   3,790   340 
Obligations under operating leases   60,272   14,701   25,963   13,549   6,059 
Vendor purchase obligations   9,479   6,211   2,807   461   — 
  

 
  

 
  

 
  

 
  

 
 

                     
Total  $ 809,171  $ 62,800  $ 251,584  $ 66,606  $ 428,181 

  

 

  

 

  

 

  

 

  

 

 

For the purposes of the above table, our $140 million convertible debentures issued in December 2004 are considered due during 2009, and our $175 million
convertible debentures issued in October 2005 are considered due during 2012, representing the first years in which holders have the right to exercise their put
option. Additionally, the above table only includes interest on these convertible debentures up to these dates.

Estimated contingent acquisition obligations as of June 30, 2007 include: 1) $20 million in cash and/or Euronet Common Stock to be provided to the sellers
of RIA upon the assumed settlement of the CVRs and SARs during October 2008; and 2) additional consideration to be settled in cash or Euronet Common
Stock that we may have to pay during 2009 and 2010 in connection with the acquisition of Brodos, totaling up to $2.5 million. See Note 4 – Acquisitions to
the unaudited consolidated financial statements included elsewhere in this report for a more complete description of these acquisitions.

Purchase obligations include contractual amounts for ATM maintenance, cleaning, telecommunication and cash replenishment operating expenses. While
contractual payments may be greater or less based on the number of ATMs and transaction levels, the purchase obligations listed above are estimated based
on the current levels of such business activity.

Our total liability for uncertain tax positions under FIN 48 was $3.3 million as of June 30, 2007. We are not able to reasonably estimate the amount by which
the liability will increase or decrease over time; however, at this time, the Company does not expect a significant payment related to these obligations within
the next year. See Note 13 – Income Taxes to the unaudited consolidated financial statements for additional information.

RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

During 2005, the Financial Accounting Standards Board (“FASB”) issued an exposure draft that would amend SFAS No. 141, “Business Combinations.”
During redeliberations, the FASB has reaffirmed certain decisions including, among other things: 1) measuring and recognizing contingent consideration at
fair value as of the acquisition date and recording adjustments to liabilities as adjustments in earnings; 2) identifiable intangible assets acquired in a business
combination should be measured at a current exchange value rather than at an entity-specific value; 3) the acquiring company should measure and recognize
the acquiree’s identifiable assets and liabilities and goodwill in a step or partial acquisition at 100 percent of their acquisition date fair values; and 4)
accounting for transaction related costs as expenses in the period incurred, rather than capitalizing these costs as a component of the respective purchase price.
The FASB has not yet reaffirmed decisions on other items. The FASB expects to issue the final statement during the third quarter 2007, which will be
effective for us beginning in 2009. If adopted, the changes described above, as well as other possible changes, would likely have a significant impact on the
accounting treatment for acquisitions occurring on or after January 1, 2009.

In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and Financial Liabilities—Including an amendment of FASB
Statement No. 115” (“SFAS 159”). SFAS 159 expands the use of fair value accounting but does not affect existing standards which require assets or liabilities
to be carried at fair value. Under SFAS 159, a company may elect to use fair value to measure
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accounts and loans receivable, available-for-sale and held-to-maturity securities, equity method investments, accounts payable, guarantees and issued debt.
Other eligible items include firm commitments for financial instruments that otherwise would not be recognized at inception and non-cash warranty
obligations where a warrantor is permitted to pay a third party to provide the warranty goods or services. If the use of fair value is elected, any upfront costs
and fees related to the item must be recognized in earnings and cannot be deferred, such as deferred financing costs. The fair value election is irrevocable and
generally made on an instrument-by-instrument basis, even if a company has similar instruments that it elects not to measure based on fair value. At the
adoption date, unrealized gains and losses on existing items for which fair value has been elected are reported as a cumulative adjustment to beginning
retained earnings. Subsequent to the adoption of SFAS 159, changes in fair value are recognized in earnings. SFAS 159 will be effective beginning in our first
quarter 2008. We are currently determining whether fair value accounting is appropriate for any of our eligible items and cannot estimate the impact, if any,
which SFAS 159 will have on our consolidated results of operations and financial condition.

FORWARD-LOOKING STATEMENTS

This document contains statements that constitute forward-looking statements within the meaning of section 27A of the Securities Act of 1933 and section
21E of the Securities Exchange Act of 1934. All statements other than statements of historical facts included in this document are forward-looking statements,
including statements regarding the following:

•  trends affecting our business plans, financing plans and requirements;
 

•  trends affecting our business;
 

•  the adequacy of capital to meet our capital requirements and expansion plans;
 

•  the assumptions underlying our business plans;
 

•  business strategy;
 

•  government regulatory action;
 

•  technological advances; and
 

•  projected costs and revenues.

Although we believe that the expectations reflected in these forward-looking statements are reasonable, we can give no assurance that these expectations will
prove to be correct. Forward-looking statements are typically identified by the words believe, expect, anticipated, intend, estimate and similar expressions.

Investors are cautioned that any forward-looking statements are not guarantees of future performance and involve risks and uncertainties. Actual results may
materially differ from those in the forward-looking statements as a result of various factors, including, but not limited to, those referred to above and as set
forth and more fully described in Part I, Item 1A – Risk Factors of our Annual Report on Form 10-K for the year ended December 31, 2006 and Part II,
Item 1A – Risk Factors of this report.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Foreign currency exchange rate risk

For the six-months ended June 30, 2007, 77% of our revenues were generated in non-U.S. dollar countries compared to 84% for the six-months ended
June 30, 2006. The decrease in revenues from non-U.S. dollar countries, compared to the prior year is due primarily to the second quarter 2007 acquisition of
RIA, as well as increased revenues of our U.S.-based Prepaid Processing Segment operations. We expect to continue generating a significant portion of our
revenues in countries with currencies other than the U.S. dollar.

We are particularly vulnerable to fluctuations in exchange rates of the U.S. dollar to the currencies of countries in which we have significant operations. We
estimate that, depending on the net foreign currency working capital position at a selected point in time, a 10% fluctuation in these foreign currency exchange
rates would have the combined annualized effect on reported net income and working capital of up to approximately $10.0 million. This effect is estimated by
segregating revenues, expenses and working capital by currency and applying a 10% currency depreciation and appreciation to the non-U.S. dollar amounts.
We believe this quantitative measure has inherent limitations and does not take into account any governmental actions or changes in either customer
purchasing patterns or our financing or operating strategies.

We are also exposed to foreign currency exchange rate risk in our Money Transfer Segment. A majority of the money transfer business involves receiving and
disbursing different currencies, in which we earn a foreign currency spread based on the difference between buying currency at wholesale exchange rates and
selling the currency to consumers at retail exchange rates. This spread provides some protection against currency fluctuations that occur while we are holding
the foreign currency. Our exposure to changes in foreign currency exchange rates is limited by the fact that disbursement occurs for the majority of
transactions shortly after they are initiated. Additionally, we enter into foreign currency forward contracts to help offset foreign currency exposure related to
the notional value of money transfer
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transactions collected in currencies other than the U.S. dollar. As of June 30, 2007, we had foreign currency forward contracts outstanding with a notional
value of $35.5 million, primarily in euros that were not designated as hedges and mature in a weighted average of 17 days. The fair value of these forward
contracts as of June 30, 2007 was an unrealized loss of approximately $0.1 million, which was partially offset by the unrealized gain on the related foreign
currency receivables.

Interest rate risk

In connection with completing the acquisition of RIA during the second quarter, we entered into a $290 million secured syndicated credit facility consisting of
a $190 million seven-year term loan, which was fully drawn at closing, and a $100 million five-year revolving credit facility, which accrue interest at variable
rates. This revolving credit facility replaces our $50 million revolving credit facility. The credit facility may be expanded by up to an additional $150 million
in term loan and up to an additional $25 million for the revolving line of credit, subject to satisfaction of certain conditions including pro forma debt covenant
compliance. This facility substantially increases our interest rate risk.

As of June 30, 2007, our total outstanding debt was $568.8 million. Of this amount, approximately $315 million, or 55% of our total debt obligations, relates
to contingent convertible debentures having fixed coupon rates. Our $175 million contingent convertible debentures, issued in October 2005, accrue interest
at a rate of 3.50% per annum. The $140 million contingent convertible debentures, issued in December 2004 accrue interest at a rate of 1.625% per annum.
Based on quoted market prices, as of June 30, 2007 the fair value of our fixed rate convertible debentures was $330.0 million, compared to a carrying value of
$315 million.

Through the use of interest rate swap agreements covering the period from June 1, 2007 to May 29, 2009, $50.0 million of our variable rate term debt has
been effectively converted to a fixed rate of 7.3%. As of June 30, 2007, the unrealized loss on the interest rate swap agreements was less than $0.1 million.
Interest expense, including amortization of deferred debt issuance costs, for our total $365.0 million in fixed rate debt totals approximately $13.7 million per
year, or a weighted average interest rate of 3.8% annually. Additionally, approximately $18.8 million, or 3% of our total debt obligations, relate to capitalized
leases with fixed payment and interest terms that expire between 2007 and 2011.

The remaining $185.0 million, or 33% of our total debt obligations, relates to debt that accrues interest at variable rates. If we were to maintain these
borrowings for one year, and maximize the potential borrowings available under the revolving credit facility for one year, including the $25.0 million in
potential additional expanded borrowings, a 1% increase in the applicable interest rate would result in additional interest expense to the Company of
approximately $2.7 million. This computation excludes the $50.0 million relating to the interest rate swap discussed above and the potential $150.0 million in
potential expanded term loan because of the limited circumstances under which the additional amounts would be available to us for borrowing.

Our excess cash is invested in instruments with original maturities of three months or less, therefore, as investments mature and are reinvested, the amount we
earn will increase or decrease with changes in the underlying short term interest rates.

ITEM 4. CONTROLS AND PROCEDURES

Our executive management, including our Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of the design and operation of our
disclosure controls and procedures pursuant to Rule 13a-15(b) under the Exchange Act as of June 30, 2007. Based on this evaluation, our Chief Executive
Officer and Chief Financial Officer have concluded that the design and operation of these disclosure controls and procedures were effective as of such date to
provide reasonable assurance that information required to be disclosed in our reports under the Exchange Act is recorded, processed, summarized and
reported within the time periods specified in the rules and forms of the SEC, and that such information is accumulated and communicated to our management,
including our Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding required disclosures.

CHANGE IN INTERNAL CONTROLS

There has been no change in our internal control over financial reporting during the six-month period ended June 30, 2007 that has materially affected, or is
reasonably likely to materially affect, our internal control over financial reporting.

PART II—OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

The Company is from time to time a party to litigation arising in the ordinary course of its business.

The discussion in Part I, Item 1. Financial Statements, Note 11 – Commitments, Litigation and Contingencies, regarding litigation is incorporated herein by
reference.
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Currently, there are no legal proceedings that management believes, either individually or in the aggregate, would have a material adverse effect upon the
consolidated results of operations or financial condition of the Company.

ITEM 1A. RISK FACTORS

You should carefully consider the risks described in Part I, Item 1A. Risk Factors in our Annual Report on Form 10-K for the fiscal year ended December 31,
2006 as updated in our subsequent filings with the SEC, including this Quarterly Report on Form 10-Q, before making an investment decision. The risks and
uncertainties described in our Annual Report on Form 10-K, as updated by any subsequent Quarterly Reports on Form 10-Q, are not the only ones facing our
company. Additional risks and uncertainties not presently known to us or that we currently deem immaterial may also impair our business operations.

If any of the risks identified in our Annual Report on Form 10-K, as updated by any subsequent Quarterly Reports on Form 10-Q, actually occurs, our
business, financial condition or results of operations could be materially adversely affected. In that case, the trading price of our Common Stock could
decline substantially.

This Quarterly Report also contains forward-looking statements that involve risks and uncertainties. Our actual results could differ materially from those
anticipated in the forward-looking statements as a result of a number of factors, including the risks described below and elsewhere in this Quarterly Report.

Other than as set forth below, there have been no material changes from the risk factors previously disclosed in the Company’s Annual Report on Form 10-K
for the year ended December 31, 2006, as filed with the SEC.

Risks Related to Our Business

We may be required to prepay our obligations under the $290 million secured syndicated credit facility.

Prepayment in full of the obligations under the $290 million secured syndicated credit facility (the “Credit Facility”) may be required six months prior to any
required repurchase date under our $140 million 1.625% Convertible Senior Debentures Due 2024 or our $175 million 3.5% Convertible Debentures Due
2025, unless we are able to demonstrate that either: (i) we could borrow unsubordinated funded debt equal to the principal amount of the applicable
convertible debentures while remaining in compliance with the financial covenants in the Credit Facility or (ii) we will have sufficient liquidity (as
determined by the administrative agent and the lenders). Holders of the $140 million 1.625% debentures have the option to require us to purchase their
debentures at par on December 15, 2009, 2014 and 2019, and upon a change in control of the Company. Holders of the $175 million 3.50% debentures have
the option to require us to purchase their debentures at par on October 15, 2012, 2015 and 2020, or upon a change in control of the Company.

The Credit Facility contains three financial covenants that become more restrictive between now and September 30, 2008. The financial covenants that
become more restrictive are: (1) total debt to earnings before interest, taxes, depreciation and amortization (“EBITDA”) ratio, (2) senior secured debt to
EBITDA ratio and (3) EBITDA to fixed charge coverage ratio. Because these covenant thresholds will become more restrictive through September 30, 2008,
to remain in compliance with our debt covenants we will be required to increase EBITDA, repay debt, or both. We cannot assure you that we will have
sufficient assets, liquidity or EBITDA to meet or avoid these obligations, which could have an adverse impact on our financial condition.

Increases in interest rates will adversely impact our results from operations.

We have entered into interest rate swap agreements covering the period from June 1, 2007 through May 29, 2009 for a notional amount of $50 million that
effectively converts a portion of our $190 million variable rate term loan to a fixed interest rate of 7.3% per annum. For the remaining outstanding balance of
the term loan, as well as borrowings incurred under our revolving credit facility and other variable rate borrowing arrangements, increases in variable interest
rates will increase the amount of interest expense that we pay for our borrowings and have a negative impact on our results from operations.

If we are unable to maintain our money transfer agent network, our business may be adversely affected.

Our money transfer based revenue is primarily generated through our agent network. Transaction volumes at existing agent locations may increase over time
and new agents provide us with additional revenue. If agents decide to leave our network or if we are unable to sign new agents, our revenue and profit
growth rates may be adversely affected. Our agents are also subject to a wide variety of laws and regulations that vary significantly, depending on the legal
jurisdiction. Changes in these laws and regulations could adversely affect our ability to maintain our agent network or the cost of providing money transfer
services. In addition, agents may generate fewer transactions or less revenue due to various factors, including increased competition. Because our agents are
third parties that may sell products and provide services in addition to our money transfer services, our agents may encounter business difficulties unrelated to
the provision of our services, which may cause the agents to reduce their number of locations or hours of operation, or cease doing business altogether.
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If consumer confidence in our money transfer business or brands declines, our business may be adversely affected.

Our money transfer business relies on consumer confidence in our brands and our ability to provide efficient and reliable money transfer services. A decline
in consumer confidence in our business or brands, or in traditional money transfer providers as a means to transfer money, may adversely impact transaction
volumes which would in turn be expected to adversely impact our business.

Our money transfer service offerings are dependent on financial institutions to provide such offerings.

Our money transfer business involves transferring funds internationally and is dependent upon foreign and domestic financial institutions, including our
competitors, to execute funds transfers and foreign currency transactions. Changes to existing regulations of financial institution operations, such as those
designed to combat terrorism or money laundering, could require us to alter our operating procedures in a manner that increases our cost of doing business or
to terminate certain product offerings. In addition, as a result of existing regulations and/or changes to those regulations, financial institutions could decide to
cease providing the services on which we depend, requiring us to terminate certain product offerings.

We are subject to the risks of liability for fraudulent bankcard and other card transactions involving a breach in our security systems, breaches of
our information security policies or safeguards, as well as for ATM theft and vandalism.

We capture, transmit, handle and store sensitive information in conducting and managing electronic, financial and mobile transactions, such as card
information and PIN numbers. These businesses involve certain inherent security risks, in particular the risk of electronic interception and theft of the
information for use in fraudulent or other card transactions, by persons outside the Company or by our own employees. We incorporate industry-standard
encryption technology and processing methodology into our systems and software, and maintain controls and procedures regarding access to our computer
systems by employees and others, to maintain high levels of security. Although this technology and methodology decrease security risks, they cannot be
eliminated entirely, as criminal elements apply increasingly sophisticated technology to attempt to obtain unauthorized access to the information handled by
ATM and electronic financial transaction networks.

Any breach in our security systems could result in the perpetration of fraudulent financial transactions for which we may be found liable. We are insured
against various risks, including theft and negligence, but such insurance coverage is subject to deductibles, exclusions and limitations that may leave us
bearing some or all of any losses arising from security breaches.

We also collect, transfer and retain consumer data as part of our money transfer business. These activities are subject to certain consumer privacy laws and
regulations in the U.S. and in other jurisdictions where our money transfer services are offered. We maintain technical and operational safeguards designed to
comply with applicable legal requirements. Despite these safeguards, there remains a risk that these safeguards could be breached resulting in improper access
to, and disclosure of, sensitive consumer information. Breaches of our security policies or applicable legal requirements resulting in a compromise of
consumer data could expose us to regulatory enforcement action, subject us to litigation, limit our ability to provide money transfer services and/or cause
harm to our reputation.

In addition to electronic fraud issues and breaches of our information security policies and safeguards, the possible theft and vandalism of ATMs present risks
for our ATM business. We install ATMs at high-traffic sites and consequently our ATMs are exposed to theft and vandalism. Although we are insured against
such risks, deductibles, exclusions or limitations in such insurance may leave us bearing some or all of any losses arising from theft or vandalism of ATMs. In
addition, we have experienced increases in claims under our insurance, which has increased our insurance premiums.

Our money transfer and prepaid mobile airtime top-up businesses may be susceptible to fraud and/or credit risks occurring at the retailer and/or
consumer level.

In our Prepaid Processing Segment, we contract with retailers that accept payment on our behalf, which we then transfer to a trust or other operating account
for payment to mobile phone operators. In the event a retailer does not transfer to us payments that it receives for mobile airtime, we are responsible to the
mobile phone operator for the cost of the airtime credited to the customer’s mobile phone. We can provide no assurance that retailer fraud will not increase in
the future or that any proceeds we receive under our credit enhancement insurance policies will be adequate to cover losses resulting from retailer fraud,
which could have a material adverse effect on our business, financial condition and results of operations.

With respect to our money transfer business, our business is primarily conducted through our agent network, which provides money transfer services directly
to consumers at retail locations. Our agents collect funds directly from the consumers and in turn we collect from the agents the proceeds due us resulting
from the money transfer transactions. Therefore, we have credit exposure to our agents. The failure of agents owing us significant amounts to remit funds to
us or to repay such amounts could adversely affect our business, financial condition and results of operations.

We are subject to business cycles, seasonality and other outside factors that may negatively affect our business.
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A recessionary economic environment or other outside factors could have a negative impact on mobile phone operators, retailers and our customers and could
reduce the level of transactions, which could, in turn, negatively impact our financial results. If mobile phone operators, financial institutions and other money
transfer customers experience decreased demand for their products and services or if the locations where we provide services decrease in number, we will
process fewer transactions, resulting in lower revenue. In addition, a recessionary economic environment could reduce the level of transactions taking place
on our networks, which will have a negative impact on our business.

Our experience is that the level of transactions on our networks is also subject to substantial seasonal variation. Transaction levels have consistently been
much higher in the fourth quarter of the fiscal year due to increased use of ATMs, prepaid mobile airtime top-ups and money transfer services during the
holiday season. Generally, the level of transactions drops in the first quarter, during which transaction levels are generally the lowest we experience during the
year, which reduces the level of revenues that we record. Additionally, in the Money Transfer Segment, we experience increased transaction levels during the
April through September timeframe coinciding with the increase in worker migration patterns. As a result of these seasonal variations, our quarterly operating
results may fluctuate materially and could lead to volatility in the price of our shares.

Additionally, economic or political instability, civil unrest, terrorism and natural disasters may make money transfers to, from or within a particular country
more difficult. The inability to timely complete money transfers could adversely affect our business.

Our operating results in the money transfer business depend in part on continued worker immigration patterns, our ability to expand our share of
the existing electronic market and to expand into new markets and our ability to continue complying with regulations issued by the Office of Foreign
Assets Control (“OFAC”), Bank Secrecy Act (“BSA”), Financial Crimes Enforcement Network (“FINCEN”), PATRIOT Act regulations or any other
existing or future regulations that impact any aspect of our money transfer business.

Our money transfer business primarily focuses on workers who migrate to foreign countries in search of employment and then send a portion of their earnings
to family members in their home countries. Our ability to continue complying with the requirements of OFAC, BSA, FINCEN, the PATRIOT Act and other
regulations (both U.S. and foreign) is important to our success in achieving growth and an inability to do this could have an adverse impact on our revenue
and earnings. Changes in U.S. and foreign government policies or enforcement toward immigration may have a negative affect on immigration in the U.S.
and other countries, which could also have an adverse impact on our money transfer revenues.

Future growth and profitability depend upon expansion within the markets in which we currently operate and the development of new markets for our money
transfer services through the acquisition of RIA. Our expansion into new markets is dependent upon our ability to successfully integrate RIA into our existing
operations, to apply our existing technology or to develop new applications to satisfy market demand. We may not have adequate financial and technological
resources to expand our distribution channels and product applications to satisfy these demands, which may have an adverse impact on our ability to achieve
expected growth in revenues and earnings.

Developments in electronic financial transactions could materially reduce our transaction levels and revenues.

Certain developments in the field of electronic financial transactions may reduce the need for ATMs, prepaid mobile phone POS terminals and money transfer
agents. These developments may reduce the transaction levels that we experience on our networks in the markets where they occur. Financial institutions,
retailers and agents could elect to increase fees to their customers for using our services, which may cause a decline in the use of our services and have an
adverse effect on our revenues. If transaction levels over our existing network of ATMs, POS terminals, agents and other distribution methods do not increase,
growth in our revenues will depend primarily on increased capital investment for new sites and developing new markets, which reduces the margin we realize
from our revenues.

The mobile phone industry is a rapidly evolving area, in which technological developments, in particular the development of new methods or services, may
affect the demand for other services in a dramatic way. The development of any new technology that reduces the need or demand for prepaid mobile phone
time could materially and adversely affect our business.

Because our business is highly dependent on the proper operation of our computer network and telecommunications connections, significant
technical disruptions to these systems would adversely affect our revenues and financial results.

Our business involves the operation and maintenance of a sophisticated computer network and telecommunications connections with financial institutions,
mobile operators, retailers and agents. This, in turn, requires the maintenance of computer equipment and infrastructure, including telecommunications and
electrical systems, and the integration and enhancement of complex software applications. Our ATM segment also uses a satellite-based system that is
susceptible to the risk of satellite failure. There are operational risks inherent in this type of business that can result in the temporary shutdown of part or all of
our processing systems, such as failure of electrical supply, failure of computer hardware and software errors. Excluding Germany, transactions in the EFT
Processing Segment are processed through our Budapest, Belgrade, Athens, Beijing and Mumbai operations centers. Our e-top-up transactions are processed
through our Basildon, Martinsried, Madrid and Leawood, Kansas operations centers. Transactions in our Money Transfer Segment are processed through our
Cerritos, California operations center. Any operational problem in these centers may have a significant adverse
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impact on the operation of our networks. Even with disaster recovery procedures in place, these risks cannot be eliminated entirely and any technical failure
that prevents operation of our systems for a significant period of time will prevent us from processing transactions during that period of time and will directly
and adversely affect our revenues and financial results.

Our competition in the EFT Processing Segment, Prepaid Processing Segment and Money Transfer Segment include large, well financed companies
and financial institutions larger than us with earlier entry into the market. As a result, we may lack the financial resources and access needed to
capture increased market share.

EFT Processing Segment— Our principal EFT Processing competitors include ATM networks owned by banks and national switches consisting of
consortiums of local banks that provide outsourcing and transaction services only to banks and independent ATM deployers in that country. Large, well-
financed companies offer ATM network and outsourcing services that compete with us in various markets. In some cases, these companies also sell a broader
range of card and processing services than we, and are in some cases, willing to discount ATM services to obtain large contracts covering a broad range of
services. Competitive factors in our EFT Processing Segment include network availability and response time, breadth of service offering, price to both the
bank and to its customers, ATM location and access to other networks.

For our ITM product line, we are a leading supplier of electronic financial transaction processing software for the IBM iSeries platform in a largely
fragmented market, which is made up of competitors that offer a variety of solutions that compete with our products, ranging from single applications to fully
integrated electronic financial processing software. Additionally, for ITM, other industry suppliers service the software requirements of large mainframe
systems and UNIX-based platforms, and accordingly are not considered competitors. We have specifically targeted customers consisting of financial
institutions that operate their back office systems with the IBM iSeries. For Essentis, we are a strong supplier of electronic payment processing software for
card issuers and merchant acquirers on a mainframe platform. Our competition includes products owned and marketed by other software companies as well as
large, well financed companies that offer outsourcing and credit card services to financial institutions. We believe our Essentis offering is one of the few
software solutions in this product area that has been developed as a completely new system, as opposed to a re-engineered legacy system, taking full
advantage of the latest technology and business strategies available.

Our software solutions business has multiple types of competitors that compete across all EFT software components in the following areas: (i) ATM, network
and POS software systems, (ii) Internet banking software systems, (iii) credit card software systems, (iv) mobile banking systems, (v) mobile operator
solutions, (vi) telephone banking and (vii) full EFT software. Competitive factors in the software solutions business include price, technology development
and the ability of software systems to interact with other leading products.

Prepaid Processing Segment— We face competition in the prepaid business in all of our markets. A few multinational companies operate in several of our
markets, and we therefore compete with them in a number of countries. In other markets, our competition is from smaller, local companies. Major retailers
with high volumes are in a position to demand a larger share of the commission, which may compress our margins.

Money Transfer Segment— Our primary competitors in the money transfer and bill payment business include other independent processors and electronic
money transmitters, as well as certain major national and regional banks, financial institutions and independent sales organizations. Our competitors include
Western Union, MoneyGram, Global Payments and others, some of which are larger than we are and have greater resources than we have. This may allow
them to offer better pricing terms to customers, which may result in a loss of our current or potential customers or could force us to lower our prices. Either of
these actions could have an adverse impact on our revenues. In addition, our competitors may have the ability to devote more financial and operational
resources than we can to the development of new technologies that provide improved functionality and features to their product and service offerings. If
successful, their development efforts could render our product and services offerings less desirable, resulting in the loss of customers or a reduction in the
price we could demand for our services. In addition to traditional money payment services, new technologies are emerging that may effectively compete with
traditional money payment services, such as stored-value cards, debit networks and web-based services. Our continued growth depends upon our ability to
compete effectively with these alternative technologies.

Because we derive our revenue from a multitude of countries with different currencies, our business is affected by local inflation and foreign
currency exchange rates and policies.

We attempt to match any assets denominated in a currency with liabilities denominated in the same currency. Nonetheless, substantially all of our
indebtedness is denominated in U.S. dollars, Euros and British pounds. While a significant amount of our cash outflows, including the acquisition of ATMs,
executive salaries, certain long-term contracts and a significant portion of our debt obligations, are made in U.S. dollars, most of our revenues are
denominated in other currencies. As exchange rates among the U.S. dollar, the euro, and other currencies fluctuate, the translation effect of these fluctuations
may have a material adverse effect on our results of operations or financial condition as reported in U.S. dollars. Moreover, exchange rate policies have not
always allowed for the free conversion of currencies at the market rate. Future fluctuations in the value of the dollar could have an adverse effect on our
results.

Our Money Transfer Segment is subject to foreign currency exchange risks because our customers deposit funds in one currency at our retail and agent
locations worldwide and we typically deliver funds denominated in a different, destination country currency. Although we
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use foreign currency forward contracts to mitigate a portion of this risk, we cannot eliminate all of the exposure to the impact of changes in foreign currency
exchange rates for the period between collection and disbursement of the money transfers.

An additional 12.6 million shares of Common Stock, representing 26% of the shares outstanding as of June 30, 2007, could be added to our total
Common Stock outstanding through the exercise of options or the issuance of additional shares of our Common Stock pursuant to existing
convertible debt and other agreements. Once issued, these shares of Common Stock could be traded into the market and result in a decrease in the
market price of our Common Stock.

As of June 30, 2007, we had an aggregate of 3.1 million options and restricted stock awards outstanding held by our directors, officers and employees, which
entitles these holders to acquire an equal number of shares of our Common Stock upon exercise. Of this amount, 1.4 million options are vested and
exercisable as of June 30, 2007. Approximately 0.3 million additional shares of our Common Stock may be issued in connection with our employee stock
purchase plan. Another 8.5 million shares of Common Stock could be issued upon conversion of the Company’s Convertible Debentures issued in
December 2004 and October 2005. Additionally, based on current trading prices for our Common Stock, we expect to issue approximately 0.7 million shares
of our Common Stock to the sellers of RIA in settlement of the contingent value and stock appreciation rights.

Accordingly, based on current trading prices of our Common Stock, approximately 12.6 million shares could potentially be added to our total current
Common Stock outstanding through the exercise of options or the issuance of additional shares, which could adversely impact the trading price for our stock.
The actual number of shares issuable could be higher depending upon our stock price at the time of payment (i.e. more shares could be issuable if our share
price declines).

Of the 3.1 million total options and restricted stock awards outstanding, an aggregate of 1.6 million options and restricted shares are held by persons who may
be deemed to be our affiliates and who would be subject to Rule 144. Thus, upon exercise of their options or sale shares for which restrictions have lapsed,
these affiliates’ shares would be subject to the trading restrictions imposed by Rule 144. The remainder of the common shares issuable under option and
restricted stock arrangements would be freely tradable in the public market. Over the course of time, all of the issued shares have the potential to be publicly
traded, perhaps in large blocks.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

Stock repurchases

The following table sets forth information with respect to shares of Company Common Stock purchased by us during the three months ended June 30, 2007
(all purchases occurred during May 2007).
                 
          Total Number     
          of Shares     
  Total       Purchasedas   Maximum Number 
  Number of  Ave rage   Part of Publicly  of Shares that May 
  Shares   Price Paid   Announced   Yet Be Purchased  
  Purchased   Per Share   Plans or   Under the Plans or 
Period  (1)   (2)   Programs   Programs  
May 1 - May 31   1,343  $ 27.31   —   — 
  

 
  

 
  

 
  

 
 

                 
Total   1,343  $ 27.31   —   — 

  

 

  

 

  

 

  

 

 

 

(1)  For the three months ended June 30, 2007, the Company purchased, in accordance with the 2006 Stock Incentive Plan (Amended and Restated) 1,343
shares of its common stock for participant income tax withholding in conjunction with the lapse of restrictions on stock awards, as requested by the
participants.

 

(2)  The price paid per share is the closing price of the shares on the vesting date.
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ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

The Company held its Annual Meeting of Stockholders on May 17, 2007. A total of 35,869,611, or 81%, of the Company’s shares of Common Stock were
present or represented by proxy at the meeting. The two proposals presented below were approved as follows:

Proposal 1. Election of Directors.

The three director nominees, information with respect to whom was set forth in the Proxy Statement, were elected. The vote with respect to the election of
these directors was as follows:
         
Director  Voted in Favor   With held  
Michael J. Brown   34,914,745   954,866 
Andrew B. Schmitt   34,948,584   921,027 
M . Jeannine Strandjord   35,700,452   169,159 

Proposal 2. Ratification of the appointment of KPMG as Euronet’s auditors for the year ending December 31, 2007.

The appointment of KPMG as Euronet’s auditors for the year ending December 31, 2006 was ratified in accordance with the following vote:
            
For  Against  Abstain  Non-Vote
35,743,575  107,721   18,315  —

ITEM 6. EXHIBITS

a) Exhibits

The exhibits that are required to be filed or incorporated herein by reference are listed on the Exhibit Index below.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned,
thereunto duly authorized.

August 6, 2007
     
By:

 
/s/ MICHAEL J. BROWN

 

Michael J. Brown   
  Chief Executive Officer   
     
By:

 
/s/ RICK L. WELLER

 

Rick L. Weller   
  Chief Financial Officer   
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EXHIBITS
   
Exhibit Index  
Exhibit  Description
2.1

 

First Amendment to Stock Purchase Agreement, dated April 2, 2007, by and among Euronet Payments & Remittance, Inc., Euronet W orldwide,
Inc., the Fred Kunik Family Trust and the Irving Barr Living Trust (filed as Exhibit 2.1 to the Company’s Form 8-K filed on April 9, 2007, and
incorporated by reference herein)

   
2.2

 

Second Amendment to Stock Purchase Agreement, dated April 4, 2007, by and am ong Euronet Payments & Remittance, Inc., Euronet W
orldwide, Inc., the Fred Kunik Family Trust and the Irving Barr Living Trust (filed as Exhibit 2.2 to the Company’s Form 8-K filed on April 9,
2007, and incorporated by reference herein)

   
10.1(1)  Employment Agreement dated April 4, 2007 between Euronet W orldwide, Inc. and Juan C. Bianchi
   
10.2

 

Credit Agreement dated as of April 4, 2007 among Euronet W orldwide, Inc., and certain Subsidiaries and Affiliates, as borrowers, certain
Subsidiaries and Afiliates, as Guarantors, the Lenders Party Hereto, Bank of America, N.A., as Administrative Agent and Collateral Agent,
California Bank & Trust, as Synidication Agent and Citibank, N.A., as Documentation Agent (filed as Exhibit 10.1 to the Company’s Quarterly
Report on Form 10-Q filed on May 4, 2007, and incorporated by reference herein)

   
10.3

 
Euronet W orldwide Inc. 2006 Stock Incentive Plan (Amended and Restated) (filed as Exhibit 10.2 to the Company’s Quarterly Report on
Form 10-Q filed on May 4, 2007, and incorporated by reference herein)

   
10.4

 
Employment Agreement dated June 19, 2007 between Euronet W orldwide, Inc. and Kevin J. Caponecchi (filed as exhibit 10.1 to the
Company’s Current Report on Form 8-K filed on June 25, 2007 and incorporated by reference herein)

   
12.1(1)  Computation of Ratio of Earnings to Fixed Charges
   
31.1(1)  Section 302 – Certification of Chief Executive Officer
   
31.2(1)  Section 302 – Certification of Chief Financial Officer
   
32.1(1)  Section 906 – Certifications of Chief Executive Officer and Chief Financial Officer

 

(1)  Filed herewith.
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EXHIBIT 10.1

EMPLOYMENT AGREEMENT

     This Employment Agreement (the “Agreement”) is made effective as of April 4, 2007 (the “Effective Date”) by and between Euronet Worldwide, Inc., a
Delaware corporation (“Employer”), and Mr. Juan C. Bianchi, a permanent resident of the U.S. (“Employee”).

RECITALS

     WHEREAS, Employee and Employer wish to confirm the terms of an employment relationship between them.

     NOW, THEREFORE, in consideration of the premises and the mutual covenants and agreements contained herein, and for other good and valuable
consideration, the adequacy of which is hereby acknowledged, Employer and Employee, each intending to be legally bound, agree as follows:

     1. Term. The term of this Agreement (the “Term”) shall commence on the Effective Date and shall continue indefinitely until the date on which
Employee’s employment by Employer terminates pursuant to Section 7 or 8 of this Agreement.

     2. Service. Employee shall serve as Executive Vice President of the Employer, responsible for the overall management and operation of the Employer’s
subsidiary, Ria Envia, Inc., and shall perform services and serve in such other positions as requested by Employer’s Board of Directors (the “Board”) or Chief
Executive Officer. Employee shall perform such services as normally are associated with such positions.

     3. Compensation and Benefits.

          (a) Base Salary. During the Term, as compensation for services rendered by Employee under this Agreement, Employer shall pay Employee an annual
base salary of $300,000 in installments in accordance with Employer’s general payroll practices (as amended from time to time, “Base Salary”).

          (b) Other Compensation.

 (i)  Employee will be awarded restricted stock of Employer with an aggregate value of $6,500,000 at the first meeting of the Compensation
Committee following the Effective Date. The number of shares of restricted stock awarded shall be equal to $6,500,000 divided by the
closing stock price on the date of the award (the “Award Date.” The overall restricted stock shall vest in accordance with the conditions set
forth in Schedule A.

 



 

 (ii)  During the Term, Employee shall be entitled to such comparable fringe benefits and perquisites as may be provided to Employer’s executive
level employees pursuant to policies established from time to time by Employer.

 

 (iii)  Employee and Employee’s immediate family shall be provided by Employer with medical, dental and life insurance through and in
accordance with the terms of Employer’s group health insurance plan, subject to payment by Employee of a portion of the premiums in
accordance with policies established by Employer from time to time.

     4. Other Benefits. During the Term, Employee shall be entitled to annual vacation of twenty (20) days, provided however that Employee may not use
more than ten (10) consecutive vacation days at one time and that Employee may accrue no more than five (5) days of unused vacation from year to year.

     5. Business Expense Reimbursement. Employer shall reimburse Employee for all reasonable and proper business expenses incurred by Employee in the
performance of Employee’s duties hereunder during the Term, in accordance with Employer’s customary practices for executive level employees, and
provided such business expenses are reasonably documented.

     6. Restrictions on Employee’s Conduct.

          (a) Exclusive Services. During the Term, Employee shall at all times devote Employee’s full-time attention, energies, efforts and skills to the business
of Employer (which term shall hereinafter include each of Employer’s subsidiaries) and shall not, directly or indirectly, engage in any other business activity,
whether or not for profit, gain or other pecuniary advantages, without Employer’s written consent, provided that such prior consent shall not be required with
respect to: (i) business interests that neither compete with Employer nor interfere with the performance of Employee’s duties and obligations under this
Agreement; or (ii) Employee’s charitable, philanthropic or professional association activities which do not interfere with the performance of Employee’s
duties and obligations under this Agreement.

          (b) Confidential Information. During the Term and for the first twelve (12) consecutive months after the termination of the Term, Employee shall not
disclose or use, directly or indirectly, any Confidential Information. For the purposes of this Agreement, “Confidential Information” shall mean all
information disclosed to Employee, or known by him as a consequence of or through Employee’s employment with Employer (under this Agreement or prior
to this Agreement) where such information is not generally known in the trade or industry and where such information refers or relates in any manner
whatsoever to the business activities, processes, services or products of Employer. Confidential Information shall include business and development plans
(whether contemplated, initiated or completed), information with respect to the development of technical and management services, methods of operation,
results of analysis, business forecasts,
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financial data, costs, revenues, and similar information. Upon termination of the Term, Employee shall immediately return to Employer all property of
Employer and all Confidential Information, which is in tangible form, and all copies thereof.

          (c) Business Opportunities and Conflicts of Interests.

 (i)  During the Term, Employee shall promptly disclose to Employer each business opportunity of a type which, based upon its prospects and
relationship to the existing businesses of Employer, Employer might reasonably consider pursuing. After termination of this Agreement,
regardless of the circumstances thereof, Employer shall have the exclusive right to participate in or undertake any such opportunity on its
own behalf without any involvement of Employee.

 

 (ii)  During the Term, Employee shall refrain from engaging in any activity, practice or act which conflicts with, or has the potential to conflict
with, the interests of Employer, and he shall avoid any acts or omissions which are disloyal to, or competitive with Employer.

          (d) Non-Solicitation. During the period of time with respect to which the Employee is to receive severance payments under this Agreement (the
“Severance Period”), Employee shall not, except in the course of Employee’s duties under this Agreement, directly or indirectly, induce or attempt to induce
or otherwise counsel, advise, ask or solicit any person to leave the employ of Employer, if such person was employed by Employer at any time during the
twelve (12) month period preceding the relevant communication.

          (e) Covenant Not to Compete.

 (i)  During the Term and for any Severance Period under this Agreement, Employee shall not, without Employer’s prior written consent, directly
or indirectly, either as an officer, director, employee, agent, advisor, consultant, principal, stockholder, partner, owner or in any other
capacity, on Employee’s own behalf or otherwise, in any way engage in, represent, be connected with or have a financial interest in, any
business which is, or to Employee’s knowledge, is about to become, engaged in any business with which Employer is currently or has
previously done business or any subsequent line of business developed by Employer or any business planned during the Term to be
established by Employer. Notwithstanding the foregoing, Employee shall be permitted to own passive investments in publicly held
companies provided that such investments do not exceed five percent (5%) of any such company’s outstanding equity.
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 (ii)  If Employer or Employee terminates this Agreement, Employee shall not, during the Severance Period, engage in competition with
Employer, or solicit, from any person or entity who purchased any product or service from Employer during Employee’s employment
hereunder, the purchase of any product or service in competition with then existing products or services of Employer.

 

 (iii)  For purposes of this Agreement, without limiting the provisions of Section 6(e)(i), Employee shall be deemed to engage in competition with
Employer if he shall directly or indirectly, either individually or as a stockholder, director, officer, partner, consultant, owner, employee,
agent, or in any other capacity, consult with or otherwise assist any person or entity engaged in providing consumer to consumer money
transfer services, prepaid card services or electronic financial transactions services. The provisions of this Section 6(e) shall apply in any
location in which Employer has established, or to the Employee’s knowledge, is in the process of establishing, a subsidiary.

          (f) Employee Acknowledgment. Employee hereby agrees and acknowledges that the restrictions imposed upon him by the provisions of this Section 6
are fair and reasonable considering the nature of Employer’s business, and are reasonably required for Employer’s protection.

          (g) Invalidity. If a court of competent jurisdiction or an arbitrator shall declare any provision or restriction contained in this Section 6 as unenforceable
or void, the provisions of this Section 6 shall remain in full force and effect to the extent not so declared to be unenforceable or void, and the court may
modify the invalid provision to make it enforceable to the maximum extent permitted by law.

          (h) Specific Performance. Employee agrees that if he breaches any of the provisions of this Section 6, the remedies available at law to Employer would
be inadequate and in lieu thereof, or in addition thereto, Employer shall be entitled to appropriate equitable remedies, including specific performance and
injunctive relief. Employee agrees not to enter into any agreement, either written or oral, which may conflict with this Agreement, and Employee authorizes
Employer to make known the terms of this Section 6 to any person, including future employers of Employee.
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     7. Termination.

          (a) Termination by Employer for Cause. Subject to the last sentence of this Section 7(a), at any time during the Term of this Agreement, Employer may
terminate Employee’s employment for Cause, as defined below, upon at least fourteen (14) days written notice setting forth a description of the conduct
constituting Cause. If Employee’s employment is terminated for Cause, he shall be entitled to:

 (i)  payment of any unpaid portion of Employee’s Base Salary through the effective date of such termination;
 

 (ii)  reimbursement for any outstanding reasonable business expense he has incurred in performing Employee’s duties hereunder
 

 (iii)  the right to elect continuation coverage of insurance benefits to the extent required by law; and
 

 (iv)  payment of any accrued but unpaid benefits up to and including the effective date of the termination (including without limitation, any tax
equalization payments, bonus due up to the date of termination), and any other rights, as required by the terms of any employee benefit plan or
program of Employer;

For purposes of this Agreement, “Cause” shall mean: (1) conviction of Employee of, or the entry of a plea of guilty or nolo contendere by Employee to, any
felony, or any misdemeanor involving moral turpitude; (2) fraud, misappropriation or embezzlement by Employee; (3) Employee’s wilful failure, gross
negligence or gross misconduct in the performance of Employee’s assigned duties for Employer; (4) wilful failure by Employee to follow reasonable
instructions of any officer to whom Employee reports or the Euronet board; and (5) Employee’s gross negligence or gross misconduct in the performance of
Employee’s assigned duties for Employer provided, however, that should the Employer seek to terminate Employee’s employment for Cause pursuant to
numbers (3), (4), or (5), herein, then the Employer shall first provide Employee with thirty (30) calendar days notice of such deficiency and allow Employee
to attempt to cure the alleged deficiency during that thirty (30) day time period. Only upon expiration of the thirty (30) day time period, if the Employer
believes that Employee has not sufficiently cured the alleged deficiency, may the Employer issue the notice of termination for Cause (upon the fourteen
(14) day written notice described above). Notwithstanding the provisions of this Section 7(a) defining “Cause,” in the event of a Change of Control, as
defined hereafter, a Termination for Cause shall mean only a termination for an act of dishonesty by Employee constituting a felony which was intended to or
resulted in gain or personal enrichment of Employee at Employer’s expense.
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          (b) Termination by Employer Without Cause or Termination by Employee for any Reason. At any time before a Change of Control, Employer may
terminate Employee’s employment without Cause, by giving written notice of termination and Employee may terminate Employee’s employment for any
reason. Employee’s employment will also be terminated upon the death or disability of Employee, as set forth below.

     (i) If Employee’s employment is terminated by Employer without Cause, Employee shall be entitled to receive from Employer the following:

     (A) severance benefits including:

(1) payment of the then current Base Salary for a Severance Period of twenty-four (24) months, in accordance with Employer’s regular
salary payment practices, and

(2) continuation of the vesting of any of the restricted stock identified as “Time Vest Restricted Stock” and “Performance Vest Restricted
Stock – Tranche A” on Schedule A, through the full twenty-four (24) month Severance Period. Employee shall be considered to be an
Employee of the Employer during the entire Severance Period, and shall abide by the Covenant Not to Compete of Section 6(e) of this
Agreement.

     (B) reimbursement for any outstanding reasonable business expense Employee has incurred in performing his duties hereunder during the Term;

     (C) payment of any accrued but unpaid benefits up to and including the effective date of the termination of employment (including without
limitation, any tax equalization payments, bonus due up to the date on which the Severance Period commences), and any other rights, as required by the
terms of any employee benefit plan or program of Employer;

     (D) the right to elect continuation coverage of insurance benefits to the extent required by law; and

     (E) payment of COBRA premiums for medical benefits for a period of the 24-month Severance Period and for six (6) months following termination
of the Severance Period, if Employee timely elects to continue those benefits under COBRA.

For purposes of this Agreement, termination “without Cause” shall mean involuntary termination of employment, at the direction of Employer, in the absence
of “Cause” as defined above.
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          (ii) Subject to the provisions of Section 8, Employee may terminate this Agreement at any time for any reason by giving thirty (30) days’ written notice
to Employer. If Employee terminates his employment, he shall be entitled to:

(A) severance benefits including:

(1) payment of the then current Base Salary for a Severance Period of twenty-four (24) months, in accordance with Employer’s regular
salary payment practices, and

(2) continuation of the vesting of the restricted stock identified as “Time Vest Restricted Stock on the attached Schedule A through the full
twenty-four (24) month Severance Period. Employee shall be considered to be an Employee of the Employer during the entire Severance
Period, and shall abide by the Covenant Not to Compete of Section 6(e) of this Agreement.

(B) reimbursement for any outstanding reasonable business expense Employee has incurred in performing his duties hereunder during the Term.

(C) the right to elect continuation coverage of insurance benefits to the extent required by law; and

(D) payment of any accrued but unpaid benefits up to and including the effective date of termination of employment (including without
limitation, any tax equalization payments, bonus due up to the date on which the Severance Period commences, and any other rights, as required
by the terms of any employee benefit plan or program of Employer.

          (c) Termination Due to Death. Employee’s employment and this Agreement shall terminate immediately upon Employee’s death. If Employee’s
employment is terminated because of Employee’s death, Employee’s estate or Employee’s beneficiaries, as the case may be, shall be entitled to:

 (i)  payment of any unpaid portion of Employee’s then current Base Salary through the effective date of such termination;
 

 (ii)  reimbursement for any outstanding reasonable business expense Employee incurred in performing Employee’s duties hereunder;
 

 (iii)  the right to elect continuation coverage of insurance benefits to the extent required by law;
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 (iv)  any pension survivor benefits that may become due pursuant to any employee benefit plan or program of Employer, and
 

 (v)  payment of any accrued but unpaid benefits and any other rights, and vesting of any outstanding stock options as provided by the terms of any
employee benefit plan or program of Employer.

          (d) Termination Due to Disability. Employer may terminate Employee’s employment at any time if Employee becomes disabled, upon written notice by
Employer to Employee. If Employee’s employment is terminated because of Employee’s disability, he shall be entitled to:

 (i)  payment of a lump-sum disability benefit equal to twelve (12) months’ then current Base Salary;
 

 (ii)  continuation of the vesting of any outstanding stock options and continuation of Employee’s rights to exercise any outstanding stock options,
through the effective date of such termination and for a period of twelve (12) months following such termination.

 

 (iii)  reimbursement for any outstanding reasonable business expense he has incurred in performing Employee’s duties hereunder;
 

 (iv)  the right to elect continuation coverage of insurance benefits to the extent required by law; and
 

 (iv)  payment of any accrued but unpaid benefits and any other rights, and vesting of any outstanding stock options, as provided by the terms of any
employee benefit plan or program of Employer.

“Disability,” as used in this paragraph, means a physical or mental illness, injury, or condition that (a) prevents, as certified by a physician, Employee from
performing one or more of the essential functions of Employee’s position, for at least 120 consecutive calendar days or for at least 150 calendar days, whether
or not consecutive, in any 365 calendar day period, and (b) which cannot be accommodated with a reasonable accommodation, without undue hardship on
Employer, as specified in the Americans with Disabilities Act.

          (g) Payments Terminated. If the Board of Employer has determined in good faith that the Employee has failed to comply with the requirements of the
Confidentiality, Non-Solicitation and Non-Competition provisions referenced in Section 6 hereof at any time following any termination, other than a
termination without Cause under Section 7 or 8, or a termination following or in anticipation of a Change of Control, then Employer may cease payment of
and/or cease the provision of any benefits under this Agreement, provided however that should Employee seek to adjudicate the Board’s determination of
Employee’s failure to comply, then upon a final adjudication in Employee’s favor, Employer shall immediately pay, in lump sum, all such
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obligations and provide all such benefits to Employee, along with any other damages to which Employee is entitled by law or in accordance with Section 10,
below.

          (h) Cash in Lieu of Benefits. If any benefit plan pursuant to which Employee is entitled to receive benefits pursuant to this Section 7 shall by its terms
not permit participation by Employee following a Termination, then Employer shall pay to Employee at the time such benefits would have been paid the value
thereof in cash.

     8. Continuation of Employment Upon Change of Control.

          (a) Continuation of Employment. Subject to the terms and conditions of this Section 8, in the event of a Change of Control of Employer (as defined in
Section 8(d)) at any time during Employee’s employment hereunder, Employee will remain in the employ of Employer for a period of an additional three
(3) years from the date of such Change of Control (the “Control Change Date”). Employer shall, for the three (3) year period (the “Three-Year Period”)
immediately following the Control Change Date, continue to employ Employee at not less than the capacity Employee held immediately prior to the Change
of Control. During the Three-Year Period, Employer shall continue to pay Employee salary on the same basis, at the same intervals and at a rate not less than,
that paid to Employee at the Control Change Date. Any termination of employment by the Employer following a Control Change Date shall be governed by
this Section 8 rather than the provisions of Section 7(a) or 7(b).

          (b) Benefits. During the Three Year Period, Employee shall be entitled to participate, on the basis of his Employee position, in each of the following
plans (together, the “Specified Benefits”) in existence, and in accordance with the terms thereof, at the Control Change Date:

 (i)  any incentive compensation plans;
 

 (ii)  any benefit plan and trust fund associated therewith, related to (A) life, health, dental, disability, or accidental death and dismemberment
insurance, (B) employee stock ownership (such as under the Employer’s ESPP and other stock option plans); and

 

 (iii)  any other benefit plans hereafter made generally available to Employees at Employee’s level or to the employees of Employer generally.

In addition, all outstanding options held by Employee under any stock option plan of Employer or its affiliates shall become immediately vested on the
Control Change Date.

          (c) Payment. Employee shall receive payment of any amounts to which he is entitled within five business days of the Control Change Date.
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          (d) Definition of Change of Control. For purposes of this Section, a “Change of Control” shall be considered to have occurred if (i) the stockholders of
Employer have approved a merger, consolidation or dissolution of Employer or a sale, lease, exchange or disposition of all or substantially all of Employer’s
assets and such transaction has been closed; (ii) less than 75% of the members of the Board shall be individuals who were members of the Board on the
Effective Date or whose election or nomination was approved by a vote of at least 75% of the members of the Board then still in office who were either
members of the Board on the Effective Date or whose election or nomination was so approved; or (iii) any “person” (as such term is used in Sections 13(d)
and 14(d) of the U.S. Securities Exchange Act of 1934 (the “Exchange Act”) shall have become “beneficial owner” (as defined in Rule 13d-3 under the
Exchange Act) directly or indirectly of securities of Employer representing 40% or more (calculated in accordance with Rule 13d-3) of the aggregate voting
power of Employer’s then outstanding voting securities.

          (e) Notwithstanding any other provision of this Section 8, at any time after the Control Change Date, Employer may terminate the employment of
Employee without Cause (the “Termination”), but within five days of the Termination, it shall pay to Employee his full Base Salary through the Termination,
to the extent not theretofore paid, plus a lump sum amount (the “Special Severance Payment”) equal to the product (discounted to the then present value on
the basis of a rate of 7.5% per annum) of his annual Base Salary specified in Section 3 hereof multiplied by the number of years and any portion thereof
remaining in the Three-Year Period (or if the remaining term in the Three-Year Period after the Termination is less than two years, for two years — the
“Extended Period”). Specified Benefits to which Employee was entitled immediately prior to Termination shall continue until the end of the Three Year
Period (or the Extended Period, if applicable); provided that: (i) if any plan pursuant to which Specified Benefits are provided immediately prior to
Termination would not permit continued participation by Employee after Termination, then Employer shall pay to Employee within five days after
Termination a lump sum payment equal to the amount of Specified Benefits Employee would have received if Employee had been fully vested an a
continuing participant in such plan to the end of the Three-Year Period or the Extended Period, if applicable; and (ii) if Employee obtains new employment
following Termination, then following any waiting period applicable to participation in any plan of the new employer, Employee shall continue to be entitled
to receive benefits pursuant to this sentence only to the extent such benefits would exceed those available to Employee under comparable plans of the
Employee’s new employer (but Employee shall not be required to repay any amounts then already received by him).

          (f) Resignation following a Change of Control. In the event of a Change of Control of Employer, thereafter, for “good reason” (as defined below),
Employee may, at any time during the Three Year Period, in his sole discretion, on not less than thirty (30) days’ written notice and effective at the end of
such notice period, resign his employment with Employer (the “Resignation”). Within five days of such a Resignation, Employer shall pay to Employee his
full Base Salary through the effective date of such Resignation, to the extent not theretofore paid, plus a lump sum amount equal to the Special Severance
Payment (computed as provided in the first sentence of Section 8(e), except that for purposes of such computation all references to “Termination” shall be
deemed to be references to “Resignation”). Upon
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Resignation of Employee, Specified Benefits to which Employee was entitled immediately prior to Resignation shall continue on the same terms and
conditions as provided in Section 8(e) in the case of Termination (including equivalent payments provided for therein). For purposes of this Agreement, “good
reason” shall mean the occurrence of one of the following occurrences: (i) a significant diminution in the nature or scope of Employee’s authority, title,
responsibilities or duties, unless Employee is given new authority or duties that are substantially comparable to Employee’s previous authority or duties; (ii) a
reduction in Employee’s then-current Base Salary, or a significant reduction in Employee’s opportunities for earnings, or the termination or significant
reduction of any Employee benefit or perquisite enjoyed by him; (iii) a change in Employee’s place of employment such that Employee is required to work
more than fifty (50) miles from Employee’s then current place of employment; (iv) the failure of Employer to obtain an assumption in writing of its obligation
to perform this Agreement by any successor to all or substantially all of the assets of Employer within forty-five (45) days after a merger, consolidation, sale
or similar transaction; or (v) any material breach of this Agreement by Employer, provided however that to the extent Employee believes that Employer has
engaged in a material breach of this Agreement, Employee shall provide Employer with ten (10) calendar days notice of such material breach and allow
Employer to attempt to cure the alleged breach during that ten (10) day time period. Only upon expiration of the ten (10) day time period, if Employee
believes that Employer has not sufficiently cured the alleged breach may Employee issue the notice of Resignation for “good reason” described above).

          (g) Mitigation and Expenses.

               (i) Other Employment. After the Control Change Date, Employee shall not be required to mitigate the amount of any payment provided for in this
Agreement by seeking other employment or otherwise and except as expressly set forth herein no such other employment, if obtained, or compensation or
benefits payable in connection therewith shall reduce any amounts or benefits to which Employee is entitled hereunder.

               (ii) Expenses. If any dispute should arise under this Agreement after the Control Change Date involving an effort by Employee to protect, enforce or
secure rights or benefits claimed by Employee hereunder, Employer shall pay (promptly upon demand by Employee accompanied by reasonable evidence of
incurrence) all reasonable expenses (including attorney’s fees) incurred by Employee in connection with such dispute, without regard to whether Employee
prevails in such dispute except that Employee shall repay Employer any amounts so received if a court having jurisdiction shall make a final, non-appealable
determination that Employee acted frivolously or in bad faith by such dispute

          (h) Successors in Interest. The rights and obligations of Employer and Employee under this Section 8 shall inure to the benefit of and be binding in
each and every respect upon the direct and indirect successors and assigns of Employer and Employee, regardless of the manner in which such successors or
assigns shall succeed to the interest of Employer or Employee hereunder and this Section 8 shall not be terminated by the voluntary or involuntary dissolution
of Employer or any merger or consolidation or acquisition involving
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Employer, or upon any transfer of all or substantially all of Employer’s assets, or terminated otherwise than in accordance with its terms. In the event of any
such merger or consolidation or transfer of assets, the provision of this Section 8 shall be binding upon and shall inure to the benefit of the surviving
corporation or the corporation or other person to which such assets shall be transferred.

     9. Deductions and Withholding. Employee agrees that Employer may withhold from any and all payments required to be made by Employer to
Employee under this Agreement all taxes or other amounts that Employer is required by law to withhold in accordance with applicable laws or regulations
from time to time in effect.

     10. Arbitration. Whenever a dispute arises between the Parties concerning this Agreement or any of the obligations hereunder, or Employee’s
employment generally, Employer and Employee shall use their best efforts to resolve the dispute by mutual agreement. If any dispute cannot be resolved by
Employer and Employee, it shall be submitted to arbitration in Kansas City, Missouri, to the exclusion of all other avenues of relief and adjudicated pursuant
to the American Arbitration Association’s Rules for Employment Dispute Resolution then in effect. The decision of the arbitrator must be in writing and shall
be final and binding on the Parties, and judgment may be entered on the arbitrator’s award in any court having jurisdiction thereof. The expenses of the
arbitration shall be borne by the losing Party to the arbitration and the prevailing Party shall be entitled to recover from the losing Party all of its or
Employee’s own costs and attorney’s fees with respect to the arbitration (except as set forth in Section 8(g)(ii), above. Nothing in this Section 10 shall be
construed to derogate Employer’s rights to seek legal and equitable relief in a court of competent jurisdiction as contemplated by Section 6(h).

     11. Non-Waiver. It is understood and agreed that one Party’s failure at any time to require the performance by the other Party of any of the terms,
provisions, covenants or conditions hereof shall in no way affect the first Party’s right thereafter to enforce the same, nor shall the waiver by either Party of
the breach of any term, provision, covenant or condition hereof be taken or held to be a waiver of any succeeding breach.

     12. Severability. If any provision of this Agreement conflicts with the law under which this Agreement is to be construed, or if any such provision is held
invalid or unenforceable by a court of competent jurisdiction or any arbitrator, such provision shall be deleted from this Agreement and the Agreement shall
be construed to give full effect to the remaining provisions thereof.

     13. Survivability. Unless otherwise provided herein, upon termination or expiration of the Term, the provisions of Sections 6 through 18 hereof shall
nevertheless remain in full force and effect but shall under no circumstances extend the Term of this Agreement (or the Employee’s right to accrue additional
benefits beyond the expiration of the Term as determined in accordance with Section 1 but without regard to this Section)..

     14. Governing Law. This Agreement shall be interpreted, construed and governed
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according to the laws of the State of Delaware without regard to the conflict of law provisions thereof.

     15. Construction. The Section headings and captions contained in this Agreement are for convenience only and shall not be construed to define, limit or
affect the scope or meaning of the provisions hereof. All references herein to Sections shall be deemed to refer to numbered sections of this Agreement.

     16. Entire Agreement. This Agreement contains and represents the entire agreement of Employer and Employee and supersedes all prior agreements,
representations or understandings, oral or written, express or implied with respect to the subject matter hereof. This Agreement may not be modified or
amended in any way unless in a writing signed by each of Employer and Employee. No representation, promise or inducement has been made by either
Employer or Employee that is not embodied in this Agreement, and neither Employer nor Employee shall be bound by or liable for any alleged
representation, promise or inducement not specifically set forth herein.

     17. Assignability. Neither this Agreement nor any rights or obligations of Employer or Employee hereunder may be assigned by Employer or Employee
without the other Party’s prior written consent. Subject to the foregoing, this Agreement shall be binding upon and inure to the benefit of Employer and
Employee and their heirs, successors and assigns.

     18. Notices. All notices required or permitted hereunder shall be in writing and shall be deemed properly given if delivered personally or sent by certified
or registered mail, postage prepaid, return receipt requested, or sent by telegram, telex, telecopy or similar form of telecommunication, and shall be deemed to
have been given when received. Any such notice or communication shall be addressed:
     
  if to Employer, to  Euronet Worldwide, Inc.
    Attention: General Counsel
    4601 College Boulevard, Ste. 300
    Leawood, Kansas 66211
  if to Employee, to  Juan C. Bianchi

or to such other address as Employer or Employee shall have furnished to the other in writing.
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     IN WITNESS WHEREOF, the Parties have duly executed this Agreement, to be effective as of the date first above written.
     
  Euronet Worldwide, Inc.   
/s/ Juan C. Bianchi  a Delaware Corporation   
 

Juan C. Bianchi     
     
  /s/ Michael J. Brown    
  

 

By: Michael J. Brown   
  Its: Chairman and Chief Executive Officer
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Schedule A

Vesting Schedule

The restricted stock referred to in Section 3(b)(i) shall vest as follows:

Time Vest Restricted Stock :

Restricted stock with an aggregate value of $1,500,000 will be subject to time-based vesting over 5 years (“Time Vest Restricted Stock”). Each year, on the
anniversary of the date on which the restricted stock was awarded (each such date, a “Annual Vest Date,”) 20% of the shares awarded shall vest to the
Employee, provided he shall have remained in continuous employment with Employer until such Annual Vest Date (including but not limited to the duration
of the Term and the duration of the Severance Period).

Performance Vest Restricted Stock – Tranche A:

Restricted stock with an aggregate value of $1,500,000 will be subject to performance based vesting over 5 years (“Performance Vest Restricted Stock –
Tranche A”) as follows: Each year, on the anniversary of the date on which the restricted stock was awarded (each such date, a “Annual Vest Date”) 20% of
the shares awarded shall vest to the Employee, provided that (i) he shall have remained in continuous employment with Employer until such Annual Vest
Date (including but not limited to the duration of the Term and the duration of the Severance Period) and (ii) EBITDA of Ria Envia, Inc., as determined in the
next paragraph, shall have increased 10% or more during the 12 month calendar period closed prior to each Annual Vest Date, as compared with the previous
year’s EBITDA.

EBITDA shall be determined exclusive of intercompany profits and in United States dollars. For the avoidance of doubt, EBITDA represents “Operating
Income” of Ria Envia Inc. and its consolidated subsidiaries as disclosed in Employer’s financial statements filed with the Securities and Exchange
Commission (excluding the impact of acquisitions closed after April 5, , 2007, intercompany profits and depreciation and amortization), after deduction of all
direct costs, salaries (including bonuses paid or accrued), applicable share-based compensation, benefits and selling, general and administrative expense
incurred by, or allocated to, the Ria Envia, Inc. EBITDA shall be determined by the Compensation Committee of the Board of Directors of the Employer on
or before each Annual Vest Date.

Performance Vest Restricted Stock – Tranche B.

Restricted stock with an aggregate value of $3,500,000 will be subject to performance based vesting over 5 years (“Performance Vest Restricted Stock –
Tranche B”) as follows: Each year, on the
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anniversary of the date on which the restricted stock was awarded (each such date, a “Annual Vest Date”) 20% of the shares awarded shall vest to the
Employee, provided that (i) he shall have remained in continuous employment with Employer until such Annual Vest Date (including but not limited to the
duration of the Term and the duration of the Severance Period) and (ii) the following targets are met:

     (a) on the first Annual Vest Date, Ria Envia Inc., on a consolidated basis (exclusive of the impact of acquisitions closed subsequent to April 5 , 2007)
achieves EBITDA as defined above totalling at least 90% of the EBITDA growth projected for Ria Envia Inc. in the financial plan included in the Credit
Suisse Confidential Information Memorandum relating to the sale of Ria Envia Inc. (“Projected Ria Growth”) for the year ended December 31, 2007.

     (b) on the second Annual Vest Date, Ria Envia Inc., on a consolidated basis (exclusive of the impact of acquisitions closed subsequent to April 5, , 2007)
achieves EBITDA as defined above totalling at least 90% of Projected Ria Growth for the year ended December 31, 2008

     (c) on each of the third through the fifth Annual Vest Dates, if Ria Envia Inc., on a consolidated basis (exclusive of the impact of acquisitions closed
subsequent to April 5,, 2007) achieves EBITDA for each year that is at least 15% higher than the previous year.
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EXHIBIT 12.1

EURONET WORLDWIDE, INC.
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

(Unaudited)
                 
  Three Months Ended June 30,   Six Months Ended June 30,  
(dollar amounts in thousands)  2007   2006   2007   2006  

Pretax income from continuing operations before adjustment for minority
interest or income from unconsolidated subsidiaries  $ 13,571  $ 14,751  $ 26,840  $ 27,762 

Add:                 
Fixed charges   8,613   4,155   12,736   8,234 

  
 
  

 
  

 
  

 
 

Adjusted p retax income  $ 22,184  $ 18,906  $ 39,576  $ 35,996 
  

 

  

 

  

 

  

 

 

                 
Fixed charges:                 

Interest exp ense  $ 7,782  $ 3,656  $ 11,363  $ 7,253 
Estimate of interest within rental exp ense   831   499   1,373   981 

  
 
  

 
  

 
  

 
 

Total fixed charges  $ 8,613  $ 4,155  $ 12,736  $ 8,234 
  

 

  

 

  

 

  

 

 

                 
Ratio of earnings to fixed charges   2.6   4.6   3.1   4.4 

 



 

EXHIBIT 31.1

CERTIFICATIONS OF CHIEF EXECUTIVE OFFICER

I, Michael J. Brown, Chairman and Chief Executive Officer, certify that:

1) I have reviewed this Quarterly Report on Form 10-Q of Euronet Worldwide, Inc.;

2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3) Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4) The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant
and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly
during the period in which this report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of
the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting.

5) The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of registrant’s Board of Directors (or persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting, which are reasonably likely to
adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: August 6, 2007
   

/s/ MICHAEL J. BROWN
 

Michael J. Brown   
Chairman and Chief Executive Officer   

 



 

EXHIBIT 31.2

CERTIFICATIONS OF CHIEF FINANCIAL OFFICER

I, Rick L. Weller, Chief Financial Officer, certify that:

1) I have reviewed this Quarterly Report on Form 10-Q of Euronet Worldwide, Inc.;

2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3) Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4) The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant
and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly
during the period in which this report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of
the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting.

5) The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of registrant’s Board of Directors (or persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting, which are reasonably likely to
adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: August 6, 2007
   

/s/ RICK L. WELLER
 

Rick L. Weller   
Chief Financial Officer   

 



 

EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form 10-Q of Euronet Worldwide, Inc. (the “Company”) for the period ended June 30, 2007 filed with the
Securities and Exchange Commission on the date hereof (the “Report”), the undersigned hereby certifies, pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1) the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
   

/s/  MICHAEL J. BROWN
 

Michael J. Brown   
Chief Executive Officer   

August 6, 2007

In connection with the Quarterly Report on Form 10-Q of Euronet Worldwide, Inc. (the “Company”) for the period ended June 30, 2007 as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), the undersigned hereby certifies, pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1) the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
   

/s/ RICK L. WELLER
 

Rick L. Weller   
Chief Financial Officer   

August 6, 2007

 


