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Fourth quarter and full year 2006 in summary

■ Net turnover for the fourth quarter increased to KSEK 7,052

(3,942). For the whole of 2006, net turnover amounted to KSEK

18,440 (6,277).

■ Profit/loss after tax in the fourth quarter amounted to KSEK 

-38,671 (-12,507). The corresponding profit/loss for the whole of

2006 was KSEK -80,416 (-42,092).  Excluding structural costs
1
,

profit/loss after tax amounted to KSEK -11,616 for the fourth

quarter and KSEK -51,361 for the whole of 2006.

■ The result per share for the fourth quarter amounted to SEK 

-1.3 (-0.7). For the full year 2006, the result per share was SEK 

-3.0 (-1.9).

■ The board proposes that no dividend be paid for 2006.

■ The transaction volume for the fourth quarter increased to

KSEK 122,179 (87,549). Compared with the third quarter,

transaction volumes increased by 50 per cent. For the whole  of

2006 transaction volumes amounted to KSEK 357,440 (155,061),

an increase of 131 per cent.

■ Paynova concluded an agreement concerning the acquisition of

the new American company Global Product Management. This

acquisition was achieved through the issuing of 767,644 shares. 

■ During 2006, shares have been subscribed to and paid in via

subscription options TO 2 and TO 7, to a value of MSEK 32.5. 

■ The aim of the contract terminated after the end of the period

was for Xponse to supply Paynova with services within the fields

of: Operational Management Services, Strategic Advice, Execution

of the Restructuring Plan, Software Support and Development,

Marketing Management Services and other Management

Services.  In this report, these services and written-off redundan-

cy payments of KSEK 3,000 have been jointly referred to as

“structural costs”. Payment for the agreed services and contribu-

tions has been made with newly-issued shares. During 2006 serv-

ices and capital contributions have been received totalling KSEK

37,450. Payment was made through an offset issue in December

2006. In addition, Xponse has undertaken to submit a cost recov-

ery contribution of KSEK 1,000 per month to Paynova for

12 months and to guarantee Paynova access to a credit facility of

KSEK 15,000.

■ Per Sunnemark was appointed CEO and Group President of

Paynova by the board on 9 November. 

1

“Structural costs” in this report refers to direct costs attributable to

the Business Management and Restructuring Agreement with Xponse

IT Services (P) based in India and the USA, as well as the costs of re-

dundancy payments and similar winding-up expenses.

Significant events after the end of the interim period

■ With immediate effect, Paynova has terminated the company’s agree-

ment with Xponse.The board’s decision was caused by the blockade

aimed at Xponse by the Indian authorities during the ongoing

official investigation of Xponse’s CEO. One result of the blockade is

that the financing and development work received by Paynova via

Xponse has ceased. The uncertainty this involves has caused the

board of Paynova to secure alternative financing and commence

procurement of a new IT supplier. 

■ The financing previously received via Xponse has been replaced

with a new issue of shares with preferential rights for existing share-

holders amounting to around MSEK 19. This financing will lead to a

significantly lower dilution, as the number of new shares amounts to

only 2.9 million compared with the previously planned 5.4 million.

The company’s main owners, who together represent over 2/3 of

the remaining votes and capital in the company, have undertaken to

vote for the planned new issue. The issue is also fully guaranteed

through a combination of subscription commitments and so-called

issue guarantees. The board shortly plans to call an extraordinary

general meeting to make a decision on the issue.

■ The company previously believed that the transition to a positive

cash flow on a monthly basis would occur in June. It is believed that

the effect of the change of supplier will involve some delay, as in

addition to the “time lag”, the matter will also be affected by the fact

that payment of IT development services will be made in cash and

not in shares, as was previously the case. 

■ Against the background of the information suggesting that Pay nova’s

payment service could have been used by e-retailers operating

illegal trade, Paynova has checked this and can confirm that the

information is incorrect. Paynova does not have business

relationships or dealings with any of the accused e-retailers.

■ Board member Erik Hallberg has asked to resign from the Paynova

board due to the new duties he has been given at TeliaSonera.

Erik Hallberg will therefore be leaving the board. Erik Hallberg has

been on the Paynova board since 2005. The board thanks Erik

 Hallberg for his excellent efforts.

FINANCIAL REPORTS

■ The interim report for the period 1 January–31
March 2007 will be published on 10 May 2007

■ The interim report for the period 1 April–30
June 2007 will be published on 24 August 2007

■ The interim report for the period 1 July–30
September 2007 will be published on 22
November 2007

■ The year-end report for 2007 will be  published
on 14 February 2008
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FOR FURTHER INFORMATION, PLEASE CONTACT:
Per Sunnemark, CEO and Group President
Telephone: +46 70 147 67 55 



“2007
breakthrough year

for Paynova”
After having worked intensively over the last few
months on Paynova’s restructuring work, where we
have established a strong platform for Paynova’s
continued growth, we were greatly surprised and
frustrated when information reached us at the end
of last week that the CEO of Paynova’s Indian sup-
plier Xponse was the subject of an official investiga-
tion. 

We currently have a lot of momentum after hav-
ing successfully completed our planned restructur-
ing. The fact that we are now opting to employ a
new IT supplier and secure new financing will,
therefore, not affect Paynova to any great extent in
the future, even if this work involves some delay. I
will return to this and our plan for 2007 below.

NEW FINANCING SECURED, SEARCH FOR NEW IT 
SUPPLIER INITIATED

The background to the board’s decision to secure al-
ternative financing and commence procurement of
a new IT supplier is the blockade aimed at Xponse
by the Indian authorities during the ongoing official
investigation of Xponse’s CEO. One result of the
blockade is that the financing and development
work received by Paynova via Xponse has ceased.
The uncertainty created for Paynova due to the cur-
rent situation is the reason for the board’s decision
in this matter.

The financing previously received via Xponse has
been replaced with a new issue of shares with prefer-
ential rights for existing shareholders of around
MSEK 19. This financing will lead to a significantly
lower dilution, as the number of new shares amounts
to only 2.9 million compared with the previously
planned 5.4 million. The company’s main owners,
who together represent over 2/3 of the remaining
votes and capital in the company, have undertaken to
vote for the planned new issue. The issue is also fully
guaranteed through a combination of subscription
commitments and so-called issue guarantees.

Paynova has also commenced a process for
procuring and starting up cooperation with new
subsuppliers. Operation of Paynova’s systems is not

affected, as all vital processes are operated by
Paynova in Stockholm. It is believed that the
process will have a limited effect in the short term
on Paynova’s development work, with a delay of
3–5 months. In the long term, the supplier replace-
ment will have no effect on the company’s develop-
ment work.

PROACTIVE PLAN FOR REMAINDER OF 2007  
Paynova’s growth investments during 2007 and on-
wards will be within the main fields of online gam-
ing and the community segment, plus the develop-
ment of existing and new customers within the
retail and travel segments. 

Within the online gaming segment, we have a
very competitive product and, through our cooper-
ation with Mindark (Entropia Universe), we have
now also established an interesting position in Chi-
na through our cooperation with CRD. China and
Asia form part of the most significant markets with-
in online gaming and we believe that existing and
potential agreements offer huge opportunities for
Paynova in the future. 

In addition, we already have a large number of part-
nerships with e-retailers within the retail and travel
segments. The market within these fields is growing
by over 30 per cent per year, and for Paynova there is
the potential, through both existing and new cus-
tomers, to grow more quickly than the market. Within
these segments Paynova is mainly working for growth
in the European market. 

A different, but also very interesting, opportunity
is our new partnership with the Chinese superstar
Wei Wei. Paynova is supplying mobile payment
services for sales of her new album on the European
market. The album will only be sold via the Internet
and mobile downloading. Wei Wei expects over
1 billion downloads, of which several hundred mil-
lion will be in Europe, resulting in significant in-
come potential for Paynova. This partnership also
presents a real breakthrough for our mobile pay-
ment service. 
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2007 BREAKTHROUGH YEAR FOR PAYNOVA

I see 2007 as a breakthrough year for Paynova. We
have the organisation in place, a further strengthened
management and strong market conditions.

Paynova is now entering a period in which we
will grow with existing customers, and where we
will also increase the rate at which new partnerships
are established. The company previously believed
that the transition to a positive cash flow on a
monthly basis would occur in June. It is believed
that the effect of the change of supplier will involve
some delay, as in addition to the “time lag”, the
matter will also be affected by the fact that payment
of IT development services will be made in cash and
not in shares, as it was previously.

Overall, we currently believe that income genera-
tion from our proactive activities as described
above, in combination with strict cost controls,
means that 2007 will be the year that Paynova will
achieve positive cash flow with a significant posi-
tion on the market, in order to further grow signifi-
cantly with good profitability during 2008.

We will also intensify information activities dur-
ing the year and meet the company’s shareholders to
inform them of ongoing development. 

It is with great confidence that I look forward to
leading Paynova during this exciting development
process.

Stockholm, 22 February 2007

Per Sunnemark
CEO and Group President

COMMENTS ON THE COMPANY’S DEVELOP -
MENT DURING THE FOURTH QUARTER

During the fourth quarter Paynova completed the first
phase of the company’s restructuring work. These meas-
ures will result in improvements to Paynova’s operating
result during 2007, against the background of, among
other things, the number of employees in Stockholm
being reduced from around 44 to 22. As was commu -
nicated earlier, Paynova has also implemented a new
share issue to Xponse for the services delivered to date.
This transaction has a major impact on Paynova’s profit
and loss account, and the reported result for the fourth
quarter amounts to MSEK -38.7 (-12.5), of which
MSEK 24.5 is costs for Xponse deliveries and MSEK 3.0
is provision for redundancy payments. Excluding these
costs, the result after tax during the fourth quarter
amounted to KSEK -11,616. As the payment to Xponse
is via shares, however, Paynova’s cash balance is not
affected and the negative result does not therefore create
any need for financing. 

Despite the fact that Paynova’s main focus during the
fourth quarter was on the extensive restructuring work,
the company has continued to move its market positions
forward. For example, Paynova has established an
extremely interesting partnership in China with CRD
(Beijing Cyber Recreation Development Corporation).
Establishment on the Chinese market means huge deve -
lop ment opportunities for Paynova and we hope that be-
fore long we will be able to present the next stage in our
partnership with CRD. 

Transaction volumes also continued to grow during the
fourth quarter. Thanks to a strong start, a total trans -
action volume of MSEK 122 was achieved during the
 period.  The transaction volumes from the North
 American market were not implemented as expected.
The volumes indicated by Paynova’s partners have often
proved to involve excessively high transaction risks or to
be of such a nature that they did not meet Paynova’s
criteria. Paynova has not therefore needed to hand over
the agreed additional purchase sum, which could have
involved the issuing of up to 800,000 shares. It is un -
certain whether transaction volumes from this partner -
ship will be implemented to the intended extent. How -
ever, it is expected that a certain amount of agreed
income will continue to be obtained from GPM.
Transaction volume increases during the fourth quarter
in general mainly originated, as in the third quarter, from
the European market and the joint venture with SJ. 

The interim period
INCOME AND PROFITS

Net turnover for the fourth quarter amounted to
KSEK 7,052 (3,942) and for the whole of 2006 to
KSEK 18,440 (6,277). Profit/loss after tax for the
fourth quarter was KSEK -38,671 (-12,507). The
corresponding profit/loss for the full year 2006 was
SEK 80,416 (-42,092). 

Excluding structural costs, profit/loss after tax
amounted to KSEK -11,616 for the fourth quarter
and KSEK -51,361 for the whole of 2006.

The gross transaction volume for the fourth quar-
ter  amounted to KSEK 122,179 (87,549). The cor-
responding volume for the whole of 2006 was
TSEK 357,440 (155,061).



CASH FLOW AND FINANCIAL POSITION

The company’s disposible liquid assets including
non- utilised credit facilities amounted to KSEK
5,508 as of the end of December 2006. As of the end
of December, interest-bearing liabilities amounted
to KSEK 15,000 (0).

At the same point equity amounted to KSEK
7,623 (10,092) and the equity ratio was 13 (29) per
cent. Our own electronic payment solution, marketed
under the name Paynova Wallet, is entered as an in-
tangible asset at a value of KSEK 23,776 (5,978).
During the fourth quarter, expenses for develop-
ment projects have been capitalised at KSEK 13,861
(0), of which KSEK 11,950 relates to services pur-
chased from Xponse. The corresponding sum for
the whole of 2006 was KSEK 21,078 (0). Develop-
ment costs carried forward are written off linearly
over five years. Separated trust money amounted to

KSEK 12,647 (10,457) at the end of the period. The
cash flow from current operations during the period
amounted to KSEK -50,919, and the cash flow from
financing activities amounted to KSEK 62,500. In-
vestments in tangible and intangible fixed assets
amounting to KSEK 22,250 were made during the
period, of which 11,950 relates to Xponse and thus
did not involve a payment.

During 2006, the company’s operations were prima-
rily financed by new share issues totalling KSEK
47,500 and loans totalling KSEK 15,000. In December,
2006 the board decided, supported by the full authori-
ty of the annual general meeting, to implement an off-
set issue directed at Xponse IT Services (p) Ltd. The
issue amounted to KSEK 37,450. The issue payment
was made by offsetting them against claims totalling
KSEK 37,450. 

Outstanding option schemes
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Bal. b/f Bal. c/f Number
Options rights  Options rights  of new Issue price 

Issue 01-01-2006 31-12-2006 shares SEK Subscription period

TO9/TO3 (2005/2007) 7,461,600 7,461,600 746,160     12.00 01-01-2007 - 31-05-2007
TO10 (2005/2008) 1,000,000 1,000,000 1,000,000     12.50 01-06-2007 -31-05-2008
TO 11 (2006/2008) 400,000 0 10.00
TO 12 (2006/2007) 1,000,000 1,000,000 1,000,000     22.50 01-09-2007 - 30-11-2007
TO 13 (2006/2008) 400,000 0 10.10

MARKET TRENDS

Paynova believes that e-business and sales to con-
sumers on the Internet will continue to develop very
positively. According to Forrester Research, average
market growth is expected to amount to over 20 per
cent per year up to 2011. 

The expanded cooperation with SJ has developed
well throughout 2006 and is now a significant refer-
ence for marketing to travel companies throughout
the rest of Europe 

The cooperation with STRATO, Germany’s
largest Internet Service Provider (ISP), generated in-
creased transaction volumes, and at the end of the
year Paynova had 350 connected retailers. During
the fourth quarter STRATO also prepared for its
European expansion by linking up with partners for
payment services for the five largest markets.
Paynova has fulfilled all the requirements imposed
by STRATO at the start of the quarter, and can now
look forward to rolling out its services, as a complete
and technically integrated solution, in the United
Kingdom, France, Italy, Spain and the Netherlands in
the first six months of 2007.

In addition to the STRATO cooperation, Paynova
is conducting negotiations with around ten large-vol-

ume retailers. Final negotiations are also ongoing
with one of Europe’s largest ISPs concerning cooper-
ation in seven European countries where Paynova is
intended to become a technically integrated part of
their e-retail platform. Both agreement and commis-
sioning are expected to take place in the first six
months of 2007.

During the third quarter, Paynova initiated new
collaborative partnerships in Europe with GS Soft-
ware and OsCommerce, which began to generate
new retailers during the fourth quarter. The partner-
ships are similar to those previously established with
STRATO and ePages.

The market for international online gaming
shows rapid growth, particularly in Asia and China.
Paynova’s cooperation with Mindark has led at the
start of 2007 to an interesting partnership with a
strong Chinese player within the field of gaming
and entertainment, CRD (Beijing Cyber Recreation
Development Corp), which means that Paynova is
continuing to strengthen its position in the segment.
During the third quarter, Paynova also entered into
several additional agreements with the company’s
established customers, including Entropia Universe,
Habbo Hotel and King.com.  

TO 11 and TO 13 matured at the end of the period.



During the fourth quarter it was mainly Europe and
the cooperation with SJ that generated new income
for Paynova. The implementation of transaction
volumes from Paynova’s American partners has
come in at a lower level than expected.

In February, Paynova established cooperation
with Chinese superstar Wei Wei concerning mobile
payment services for sales of her new album on the
European market. The album will only be sold via
the Internet and mobile downloading. 

ACQUISITIONS

LDL WEST

In December, 2005 Paynova entered into an agree-
ment concerning the acquisition of the newly estab-
lished sales and support company LDL West LLC
(“LDL West”) in the USA. The deal was completed
in March 2006. The basic purchase sum amounted
to USD 1,000 and corresponds to the net assets ac-
quired in LDL West. In addition to the basic pur-
chase sum, a variable additional purchase sum may
be payable, in the form of up to 400,000 subscrip-
tion options in Paynova. At the end of the assess-
ment period transaction volumes had not reached
the level required for payment of the additional pur-
chase sum. The subscription options matured
against this background. 

GPM
The Paynova board has decided, supported by the
full authority of the Annual General Meeting on
11 May 2006, to issue 767,644 new shares and
400,000 subscription options as compensation
for all shares in Global Product Management
(“GPM”). 

PAYNOVA’S ACQUISITION ANALYSIS:
Amount

Purchase sum KSEK 7,753

Net cash KSEK 728
Contractual rights KSEK 6,115
Deferred tax KSEK -1,712
Goodwill KSEK 2,622

Contractual rights consist of two agreements. One
agreement concerns guaranteed transaction vol-
umes of approximately KSEK 21,000 per month for
twelve months. In the event of unrealised volumes,
Paynova receives approximately KSEK 420 per
month in compensation for missing contribution
margins. The 2006 profit and loss statement in-
cludes total compensation of KSEK 1,260 for unre-

alised volumes during the period October to De-
cember. It is currently uncertain whether transac-
tion volumes from this partnership will be imple-
mented to the intended extent. However, it is
expected that income will continue to be obtained
from GPM. The second agreement concerns sup-
port services with a monthly contribution margin of
approximately KSEK 210. The goodwill item con-
sists of access to technical services, the call centre,
development resources and an option to acquire
shares in ClickNPay. Paynova has not considered it
possible to report goodwill on the items listed above
separately.  In the parent company, the shares are
written down as the contractual rights are utilised.
In the group, the value of the contracts are written
off as they are utilised. This burdens operating ex-
penses and deferred tax is released.

The basic purchase sum has been set at 767,644
new shares in Paynova, which corresponds to an is-
sue price of SEK 10.10. This settlement rate is based
on price levels at the end of July 2006, when the op-
posite party committed to go through with the deal
by means of a subagreement. The new shares corre-
spond to approximately 2.5 per cent of all shares in
the company (calculated after full dilution), i.e.
slightly more than was assessed when the deal was
announced in May. The size of the additional pur-
chase sum that might have been paid was based, as
advised earlier, on transaction volumes brought in
according to a step model. At the end of the assess-
ment period transaction volumes had not reached
the level required for payment of the additional pur-
chase sum. The subscription options matured
against this background.

PAYNOVA TOI AB
During the year, Paynova acquired a subsidiary in
connection with the issuing of subscription options
to its personnel. The company has liquid assets of
KSEK 100 and a corresponding sum in equity.

IMPORTANT SUPPLIER AGREEMENTS

During 2006, Paynova concluded a Business Man-
agement and Restructuring Agreement with
Xponse IT Services (P), based in India and the USA.
This agreement has now been terminated. The
board’s decision was caused by the blockade aimed
at Xponse by the Indian authorities during the on-
going official investigation of Xponse’s CEO. One
result of the blockade is that the financing and de-
velopment work received by Paynova via Xponse
has ceased. The uncertainty this involves has caused
the board of Paynova to secure alternative financing
and commence procurement of a new IT supplier.
One consequence of this is that Paynova does not
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need to supply the remainder of the agreed offset is-
sue, and that the maximum number of shares in the
company is thereby reduced by 5,476,275 shares. Ac-
cording to the terms of the agreement, Xponse was to
supply Paynova with services within the following ar-
eas: Operational Management Services, Strategic Ad-
vice, Execution of the Restructuring Plan, Software
Support and Development, Marketing Manage-
ment Services and other Management Services. In
this report these services are collectively referred to
as “structural costs”.  The agreed value of these serv-
ices amounts to KSEK 74,850. In addition, Xponse
has undertaken to submit a cost recovery contribu-
tion of KSEK 1,000 per month to Paynova for 12
months and to guarantee Paynova access to a credit
facility of KSEK 15,000. The total value of the
agreed services and contributions amounts to KSEK
89,850. Payment for the agreed services and contri-
butions has been made with newly-issued shares.
During 2006, services and capital contributions have
been received totalling KSEK 37,450. Payment was
made by means of an offset issue in December 2006.

EMPLOYEES

At the end of the period Paynova had 23.5 employ-
ees, of which 7 were women. Absence due to sick-
ness has been low during the report period. The av-
erage number of employees during the fourth
quarter amounted to 36 (26).  The average number
of employees for the whole of 2006 amounted to 33
(26).

PERFORMANCE ANALYSIS

Net turnover for the fourth quarter amounted to
KSEK 7,052, which is double that of the third quar-
ter of 2006. During the fourth quarter of 2006, in-

come of approximately MSEK 2 was obtained relat-
ing to the payment for unrealised volumes within
the framework of the GPM agreement. Excluding
this, income attributable to transaction volumes in-
creased by around 44 per cent compared with the
third quarter of 2006. The net transaction margin
excluding transaction  losses amounted to 1.3 per
cent. The margin has gone down compared with the
third quarter, and this is primarily explained by in-
creased transaction costs. The proportion of trans-
action losses amounts to approximately 0.5 per cent
of the transaction volumes, which is slightly higher
than expected and is primarily due to higher charge-
backs for retailers not offered a payment  guarantee.
Paynova is entitled to invoice for this chargeback,
which means that the net cost for chargebacks
amounts to approximately KSEK 100, or 0.35 per
cent of the transaction volume for the fourth quar-
ter of 2006. The net transaction margin excluding
transaction losses amounts to 1.9 per cent for the
whole of 2006, and including transaction losses, to
1.4 per cent. 

Operating expenses for the fourth quarter before
structural costs and excluding production costs
amounted to KSEK 14,731, which is an increase of
approximately KSEK 2,900 compared with the
third quarter. Around KSEK 1,000 of this increase
can be explained by changes to holiday pay liability
and less own time used for development projects.
The remaining increase in costs of KSEK 1,900
compared with the third quarter is primarily ex-
plained by depreciation charges for contractual
rights as they are used, as well as investment in mar-
keting activities.

Services purchased from Xponse during the fourth
quarter amount to KSEK 35,450 in total. For the
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Consolidated operating profit/loss before and after structural costs
Summary of consolidated profit and loss statement, KSEK Q 4 Q 1–4

2006 2006

Net turnover 7,052 18,440
Other income 246 286
Total income 7,298 18,726

OPERATING EXPENSES
Production costs* -3,980 -11,519
Other operating expenses -7,881 -32,245
Personnel costs -5,884 -22,258
Depreciation -996 -3,736
Total operating expenses -18,711 -69,759
Operating profit/loss before structural costs -11,414 -51,033
Structural costs from Xponse -24,500 -26,500
Provision for redundancy payments -3,000 -3,000
Operating profit/loss -38,914 -80,533
Profit/loss from financial investments -202 -328
Profit/loss after financial items -39,116 -80,861
Tax on profit/loss for the period 445 445
Profit/loss for the period -38,671 -80,416



DIVIDENDS

The Board has decided to propose to the Annual
General Meeting that no dividend be paid for 2006.

ANNUAL GENERAL MEETING

The annual general meeting will be held on 10 May
2007. It is planned that the annual  accounts will be
made available at the company’s offices and on the
website, www.paynova.com, from mid April.

Stockholm 22 February 2007 Paynova AB (publ.)

The Board

This interim report has not been subject to checking by the company’s auditors. This report is available at
the company’s offices and on our website, www.paynova.com, from 22 February 2007.
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Operative key figures

Operative key figures – the Paynova Wallet Q 4, 2005 Q 1, 2006 Q 2, 2006 Q 3, 2006 Q 4, 2006 Q1–4, 2006

Gross transaction volume, KSEK 87,549 88,906 64,754 81,601 122,179 357,440
Gross transaction margin, % 4.5 4.6 3.3 3.6 3.4 3.7
Net transaction margin
excl. transaction losses, % 2.3 2.6 1.8 1.9 1.3 1.9
Proportion of transaction losses, % -0.1 -0.3 -0.9 -0.1 -0.5 -0.4
Net transaction margin, % 2.2 2.3 0.9 1.8 0.8 1.4
Connected e-retailers, no. of Paynova Wallets 
at the end of the period 1,072 1,192 1,295 1,374 1,486 1,486
Separated trust funds, 
KSEK at the end of the period 10,457 8,892 11,168 13,774 12,647 12,647
Number of Paynova Wallets opened, 
at the end of the period 411,309 491,316 590,597 694,975 867,093 867,093

whole of 2006, services purchased amount to KSEK
37,450. Of these services, KSEK 11,950 has been cap-
italised and the remaining purchased services of
KSEK 21,500 plus a reserve of KSEK 5,000 for VAT,
KSEK 26,500 in total, burdened the results for 2006.
As restructuring costs related to the Xponse agree-
ment have been extensive during the year, these have
been reported separately as shown below as a supple-
ment to the ordinary profit and loss statement. This is
also justified by the fact that the restructuring costs at-
tributable to the Xponse agreement do not require
liquid payment or affect the company’s cash  flows.

As of 31 December, Paynova has set up a reserve of
KSEK 8,500, which corresponds to approximately 50
per cent of incoming VAT, due to the fact that the tax
authorities have decided to deregister Paynova from
VAT  within the EU. This deregistration does not ap-
ply to operations outside the EU. If deregistration
goes ahead, this will have a negative effect on Payno-
va’s results and cash flow. Paynova has appealed to
the county administrative court against the decision.

The operating profit and loss for the fourth quar-
ter before structural costs amounted to KSEK 
-11,414, which is worse than the third quarter by
approximately KSEK 900. Income minus produc-
tion costs has improved by approximately KSEK

2,000 compared with the third quarter. During the
fourth quarter, however, costs increased by KSEK
2,900. See the explanation in the left-hand  column
of page 9.

The services from Xponse concern services within
the following areas: Operational Management
 Services, Strategic Advice, Execution of the Restruc-
turing Plan, Software Support and Development,
 Marketing Management Services and other
Manage ment Services. These services have been re-
ported separately, as they do not require any liquid
payment and they are subject to time restrictions.
Certain of these services are more of an investment,
but they do not fulfil the reporting requirements for
being handled as a fixed asset.

With immediate effect, Paynova has terminated
the company’s agreement with Xponse. The board’s
decision was caused by the blockade aimed at
Xponse by the Indian authorities during the ongo-
ing official investigation of Xponse’s CEO. One re-
sult of the blockade is that the financing and devel-
opment work received by Paynova via Xponse has
ceased. The uncertainty this involves has caused the
board of Paynova to secure alternative financing
and commence procurement of a new IT supplier. 



THE PARENT COMPANY

The activities of the Paynova Group are managed
mainly by the parent company Paynova AB. The
parent company’s net turnover for the fourth quar-
ter amounted to KSEK 7,052 (3,942). Profit/loss
 after tax was KSEK -38,591 (-12,323). Excluding
restructuring costs, profit/loss after tax amounted
to KSEK -11,091 for the fourth quarter and KSEK 
-51,095 for the whole of 2006. The parent compa-
ny’s disposable liquid assets including non-utilised
credit facilities amounted to KSEK 5,508. Invest-
ments during 2006 amounted to KSEK 22,250
(240), of which intangible assets amounted to
KSEK 11,950 (0).

ACCOUNTING PRINCIPLES

This interim report has been prepared in accordance
with IAS 34 “Interim reporting” and recommenda-
tion RR31 of the Swedish Financial Accounting
Standards Council, “Interim reporting for groups”.
Accounting principles and assessment methods are
unchanged from those applied in the annual ac-
counts for 2005. Accounting standards and inter-
pretations adopted by the EU Commission with ap-
plication from 1 January 2006 are judged to have
no effect on the group results and equity. A more de-
tailed description of the principles applied by
Paynova is presented in the annual accounts for
2005.
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Summary of consolidated profit and loss statement
Summary of consolidated profit and loss statement, KSEK Q 4 Q 4 Q 1–4 Q 1–4

2006 2005 2006 2005

Net turnover 7,052 3,942 18,440 6,277
Other income 246 182 286 192
Total income 7,298 4,124 18,726 6,469
OPERATING EXPENSES
Production costs* -3,980 -2,763 -11,519 -5,301
Other operating expenses -32,381 -7,550 -58,745 -20,268
Personnel costs -8,884 -5,494 -25,258 -19,532
Depreciation -966 -834 -3,736 -3,333
Total operating expenses -46,211 -16,641 -99,259 -48,434
Operating profit/loss -38,914 -12,516 -80,533 -41,965
Profit/loss from financial investments -202 9 -328 -127
Profit/loss after financial items -39,116 -12,507 -80,861 -42,092
Tax 445 - 445 -
Profit/loss for the period -38,671 -12,507 -80,416 -42,092

Profit/loss per share, SEK -1.3 -0.7 -3.0 -1.9
Profit/loss per share after dilution effect, SEK -1.3 -0.7 -3.0 -1.9

* Transaction costs, support and operating expenses and transaction losses.

Excluding structural costs (costs relating to the Xponse agreement and redundancy payments), profit/loss after tax
amounted to KSEK -11,616 for the fourth quarter and KSEK -51,361 for the whole of 2006. See profit and loss state-
ment.
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Summary of consolidated cash flow statement
Summary of consolidated cash flow statement, KSEK Q1–4 Full year

2006 2005

Cash flow from current activities before changes to working capital -53,872 -38,730
Changes to working capital 2,952 5,611
Cash flow from current operations -50,919 -33,119
Cash flow from investment activities -10,300 -444
Cash flow after investment activities -61,219 -33,563
Cash flow from financing activities 62,500 31,277
Cash flow for the period 1,281 -2,286
Liquid assets at the start of the year 1,227 3,513
Liquid assets at the end of the period* 2,508 1,227

As of the end of December 2006, there is a granted overdraft facility of KSEK 3,000.

Change to equity
Change to equity 31 Dec31 Dec

2006 2005

Opening equity for the period 10,092 9,241
Registration of share capital 177 0
Costs associated with share issue 0 -11,865
Translation differences -10 64
New share issue 32,577 54,744
Ongoing new share issue 45,203 -
Profit/loss for the period -80,416 -42,092
Closing equity for the period 7,623 10,092

Summary of consolidated balance sheet

Summary of consolidated balance sheet, KSEK 31 Dec31 Dec
2006 2005

ASSETS
Long-term assets
Intangible fixed assets
Goodwill 2,622 -
Capitalised expenditure for development work 23,776 5,978

Tangible fixed assets 1,664 949
Current assets
Subscribed but unpaid shares 2,058 12,087
Contractual rights 4,526 -
Other current assets 7,476 4,377
Liquid assets (non-utilised credit facilities KSEK 3,000 (3,000)) 2,508 1,227
Bank, client funds 12,647 10,457
Total assets 57,277 35,075

EQUITY AND LIABILITIES
Equity
Equity attributable to shareholders in the parent company 7,623 10,092
Long-term liabilities
Long-term borrowing, interest-bearing 15,000 -
Current liabilities
Debenture loans/convertible promissory notes, non-interest-bearing 45 45
Client funds owed 12,647 10,457
Other current liabilities, non-interest-bearing 21,963 14,481
Total equity and liabilities 57, 277 35,075
Contingent liabilities None None
Pledged assets (Floating charges) 4,050 5,050



DEFINITIONS

See Annual Report 2005.
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Key financial figures

Key financial figures Q 4 Q 4 Q 1–4 Q 1–4
2006 2005 2006 2005

Number of shares at the end of the period in thousands 32,852 22,385 32,852 22,385
No. of shares at the end of the period, after dilution effect, in thousands 33,094 23,678 33,094 23,678
Average number of shares during the period in thousands 29,429 18,398 26,975 22,385
Average no. of shares during the period, after dilution effect, in thousands 29,676 18,546 27,233 22,740
Equity per share, SEK 0.2 0.5 0.2 0.5
Equity per share dilution effect, SEK 0.2 0.4 0.2 0.4
Operating margin, % Neg. Neg. Neg. Neg.
Profit margin, % Neg. Neg. Neg. Neg.
Return on operating capital, % Neg. Neg. Neg. Neg.
Return on equity, % Neg. Neg. Neg. Neg.
Equity, KSEK 7,768 10,092 7,623 10,092
Earnings on equity, % Neg. Neg. Neg. Neg.
Interest-bearing net cash, KSEK* 581 11,639 155 11,684
Equity ratio, % 13 29 13 29
Debt/equity ratio, % 193 n/a. 193 n/a. 
Average number of employees 36 26 33 26
Investments, intangible fixed assets, KSEK 13,861 - 21,078 -
Investments, tangible fixed assets, KSEK 558 358 1,172 444

* Client funds included. Paynova is entitled to the return.

Multi-year comparison

KSEK 2006 2005 2004*

Investments in tangible fixed assets 558 444 443
Investments in intangible fixed assets                                                                                                         21,078 0 0 
Gross transaction volume 357,440 155,061 19,202
Net turnover 18,440 6,277 1,073
Transaction income 15,283 6,277 1,073
Transaction costs -3,186 -3,448 -652
Net transactions 7,120 2,829 421
Profit/loss after financial items -80,861 -42,092 -34,539
Intangible fixed assets 26,398 5,978 8,967
Interest-bearing liabilities 15,000 n/a. n/a.
Liquid assets 2,508 1,227 3,513
Subscribed unpaid sum 2,058 12,087 469
Balance sheet total 57,277 35,075 19,254
Capital employed 22,622 10,092 9,241
Cash flow from current operations -50,919 -33,118 -30,574
Average number of employees 33 26 23

Key financial figures
Operating margin, % neg. neg. neg.
Profit margin, % neg. neg. neg.
Return on operating capital, % neg. neg. neg.
Return on equity, % neg. neg. neg.
Equity 7,623 10,092 9,241
Earnings on equity, % neg. neg. neg.
Interest-bearing net cash  155 11,684 6,366
Equity ratio 13 29% 48%
Debt/equity ratio, % 197 n/a. n/a.

* The group was formed during the second quarter of 2004. During 2004, the effect of the subsidiary on the figures was marginal.



ABOUT PAYNOVA

Paynova offers an international, account-based
payment service via the Internet. With Paynova as
the only counterpart, e-retailers get a payment guar-
antee for around twenty payment options in 10
 languages with 8 currencies in a security-certified
interface (PCI). Consumers can open an account, a
Paynova Wallet, for free on the Internet to make
purchases simpler and more secure, as well as look

after transfers between family members, friends and
acquaintances. 

Paynova has agreements with around 1,400 e-
 retailers. Most are found in the following prioritised
segments: travel, retailing and media/network
games. The company has been listed on NGM
 Equity since February 2004. For more information:
www.paynova.com

Paynova AB (publ.) Box 23059, SE-104 35 Stockholm, SWEDEN Street address: Gävlegatan 12A.
Tel: +46 (0)8-517 100 000. Fax. +46 (0)8-517 100 10. www.paynova.com


