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Gain Capital - Forex.com UK Limited

The Directors present their annual report on the affars of Gam Capitat-Forex com UK Limited (the “Company” or
“GCUK"), together with the Fmancial Statements and Auditors Report for the year ended 31 December 2012 (the
“Financial Statements™)

Princtpal activities

The principal activity of the company s as an ontine provider of retail and institutional foreign exchange, or forex
(“FX™), trading and related services The Company offers customers 24-hour direct access to the global over-the-
counter, or OTC, foreign exchange markets It also offers 1ts retai] customers access to other global markets on an
OTC basis, including equity indices, metals, energy and commodities via "contracts-for-difference”, or CFDs, which
are mvestment products with returns linked to the performance of an underlying commodity, index or security The
Company's trading platforms provide a wide array of information and analytical tools that allow its customers to
idenufy, analyse and execute therr trading strategies efficiently and cost-effectively

The Company 15 authorised and regulated by the Financial Conduct Authority (‘FCA™ The Company’s FCA
Register Number 1s 190864, for details see www fca gov ub/register

The immediate parent company 1s Gain Global Markets International BV (*"GGMI™)  The ulumate parent company
and controlling party 15 Gain Capital Holdings Incorporated (“GCH™) The smallest group mto which the Company 15
consolidated 1s GGMI

Results

The profit for the year after taxaton amounted to £5,652,352 (2011 £6,120,599) The Profit and Loss Account for the
year 1s set out on page |l

The Darectors do not recommend that any dividend be declared in respect of the year (2011 £nil)

Business and Financial Review

The results for the year and the financial position at the year end were considered satisfactory by the directors and
they are confident of 1mproved results n the enswng year

In the year ended 31 December 2012, the company experienced periods of high and low volatility m reaction to
various market conditions The first 2 quarter’s of the year saw volatility levels at the higher end as a result of the nise
1 alt major currency pairs and major equity indexes, following the sharp falls expenienced towards the ead of 2011
Volatility decreased after a relatively quiet peniod i June and thereafter remained subdued throughout the third and
fourth quarters as the after effects of the debt cnises in Europe and inflation fears seen m 2011 abated, resulting in a
fall in acuvity across all asset classes and signalhing 2 peniod of heightened market uncertamnty and tight trading
ranges 10 Major CUITEncies

Despite the swing in volathity and subdued market condinions which saw a fall in trading volumes of 8% dunng the
year the business showed continued improvement with opened accounts up 23% on the previous year and funded
accounts up 16% on the previous year Traded accounts were also up 17% on the previous year whulst total client
deposits increased £1% to £92 2m from £82 7m at the end of 2011

Customer trading volumes are drniven by ten mam factors. Six of these factors are broad external factors outside of the
Company s control that generally impact the market for forex wading, as well as customer trading volumes, and
include

= changes 1n the financial strength of market participants,

= economuc and political conditions,

* rends m business and finance,

= changes 1n the supply, demand and volume of foreign currency transacntions,
= legislative changes, and

« regulatory changes
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Many of the above factors impact the volatility of foreign currency rates, which has generally been posmively
correlated with forex trading volume The Company’s customer trading volume s also affected by the following
additional factors

« the effectiveness of sales activities;

= the competitiveness of the Forex.com offerings,

= the effectiveness of the customer service team, and
« the effectiveness of the marketing activities

In order to mcrease customer trading volume, the Company focuses its markeung and its customer service and
education activities on attracting new customers and increasing overall customer trading activity.

The key performance mdicators that management use in evaluating the Company’s performance include.
* operating profit,

* regulatory capual, and

= client deposits

Both FX and CFDs continues to perform well, despite the subdued market volatility seen during the year, and has
been enhanced by the introduction, during the year, of a new FX and CFD trading platform The platform called
“TRADE" 15 designed to increase the number of markets that the Company offers to chents while closely integrating
sophisticated trading tools The platform 1s available in the UK and Australian markets offering more than 500
markets,

Dunng the course of the year the Company has agamn focused on mimmising rnisk whilst continuing to grow the
business from a financial perspective There 1s now a more diverse X by product, with over 500 markets now bemg
offered through the existing platforms and through the introduction of the new TRADE platform, with revenues
spread across the markets now offered including CFD contracts on FX, indices, metals, energy and commodities
markets as well as rolling spot contracis on currencies Approximately 85% of the Company’s revenues arose from
FX traded markets during the year and of those revenues, approximately 93% arose from trading from chents
domiciled outside the UK The model has been predomimantly driven by business to client transactions, and 1t 15
hoped that the next financial year wili see this extend further mto the business to business market

As a result of the above the Company’s financial performance has improved during the course of the year with
tunover nsmg 19% to £41,746,723 (2011 £35,074,348) despite the fall in rading volumes as a result of the low
volatility and direction n the financial markets

Cash deposits held by the firm fell by £17 8m to £6,112,157 (2011 £23,894,827) due to payments made to affiliate
firms for related party transacuons as well as cash used i the implementation of investing activities, namely the new
trading platform

In addition the Company held, as detailed 1n note 1 to the Financial Staterents, £92,206 485 (2011 £82,733,198) in
segregated chient money accounts Client money s not recognised on the balance sheet, but s held on trust by us and
can be utihised by chents to cover subsequent position losses or margin for new trades

The profit for the financial year of £5,652,352 (2011 £6,120,599) 15 lower than the prior year due primanly to an
increase in commissions pad to imroducing brokers and affiliate compantes for the referral of business,
administrative expenses such as regulatory costs with regards to the FSCS {evy which falls outside the scope of the
company’s contrel and costs wncurred with the introduction. hosting and maintenance of the new trading platform
The profit for the financial year before depreciation, amorusaton, interest and taxanon was £7238,571 (2011
£8,033.576)
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Research and development

Sigmficant effort and ivestment continues to be made m all areas of technology, particularly in the development of
new trading platforms A major FX and CFD systems upgrade was successfully released durmng the year, which
mcluded a redesigned website with enhanced functionahty Subsequent to the launch of this release considerable
resource has been directed to improving aspects of stabulity and performance This 1s a process of contmual
improvement and the Directors believe such 1nvestment 1s both necessary and important for the future success of the
business Costs assocrated with the development of the platform have been capitalised as sofiware 1n accordance with
FRS 15

Going Concern

The directors have a reasonable expectation that the Company has adequate resources to continue n operattonal
existence for the foreseeable future Thus they continue to adopt the going concemn basis in prepanng the annual
financial statcments

Further details regarding the adoption of the going concern bases ¢an be found 1n the aceounting policies note to the
financial statements -

Principal Risks and uncertaimmties

As a service provider the directors consider that the key financial nisk exposures faced by the Company relate to
customers credit sk and the need to mamtam sufficient hqudity to satisfy regulatory capital requirements and
working capital needs

The Company's financial risk management objectives are therefore to mimimise the key financial nsks through having
clearly defined terms of business with customers and stringent credit control over transactions with them, and regular
monitonng of cash flow and management accounts to ensure regulatory capital requirerents are not breached and the
Company mamntasns adequate working capital

The principal non financial nisks faced by the Company relate to information technology faslure  Thas 15 mitigated by
having appropriate backup systems and procedures and a disaster recovery programme.

Treasury operations and financial instruments

The Company operates a treasury function which 1s responsible for managing the hquidity, mterest and foreign
currency risks associated with the Company's activites

The Company has various financial assets and liabilities such as trade debtors and trade creditors ansing directly from
its operations In accordance with the Company's treasury policy, denvative instruments are not entered mto for
specuiative purposes

Liguidiy risk

In the event of a significant movement in markets, the Company could have a short-term funding requiremnent to meet
1ts payment obligations 1o counterparnes  Any failure by the Company to meet 1ts payment obligations could resuit in
market counterparties closing the Company's hedge posinons, which would have matenally adverse consequences for
the Company’s business The level of hquidity required s influenced by the level of client activity and volaulity 1n
the markets In the event of a cash shortfall, additronal liquidity would be provided by the ultimate parent, Gain
Capital Holding Inc.

The Company’s policy 15 to hold both 1ts own and u1s clients’ cash reserves with a diversified range of counterparties,
each of which 1s a major clearing bank or a financial nstitunon  Chent money 15 held and accounted for in
accordance with the FCA client money rules. The Company’s own money 15 held almost entirely on dernand, as it
needs to be readily available to meet short-term fundimg requurements Segregated client cash is alse held entirely on
demand

The Company manages its cash and borrowing requirements 1n order to maxirnise interest mcome and minmise
nterest expense, whilst ensuring the Company has sufficient liquid resources to meet the operating needs of the
businesses
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Foreign currency risk

Currency nisk anses from the possibility that fluctuations m foreign exchange rates wifl mpact the value of the
Company’s assets denominated 1n foreign currencies, as well as earnings due to the translation of the balance sheet
and profit and loss from local currencies to GBP The pnncipal currencies in which the Company trades are Brinsh
Pounds, Euros and United States Dollars  This gives nise to currency risk on the translanon of 1ts net current assets
together with a currency nsk on the conversion of its non-British Pounds income mto Brntish Pounds Company
policy permuts but does not demand that these exposures may be hedged in order to fix the cost 1n sterling.

Credit risk

The Company’s trading operations Tequire a commutment of capital and involve rnisk of loss because of the potential
that a customer’s losses may exceed the amount of cash 1n their account As a result, the Company requires that each
trade must be collateralized 1n accordance with the margin polictes described below Each customer 1s required to
have minimum funds m therr account for opemng positions, which s referred to as the mmitial margin, and for
mamntaiming positions, which 1s referred to as mamtenance margin, depending on the currency pawr being traded.
Margin requirements are expressed as a percentage of the customer’s total position mn that currency, and the
customer’s total margin requirement 1s based on the aggregate margin requirement across all of the positions that a
customer holds at any one moment in trme Each net position m a particular currency pair 1s margined separately
Accordingly, the Company does not net across different currency pairs, thereby following a farly conservative
margin policy The Company's systems automatically monitor each customer’s margin requirements 1n real ume and
confirms that each customer has sufficient cash collateral m his or her account before the Company executes their
trades If at any pomt 1n tume a customer has “negative equity” because his or her trading position does not comply
with the applicable margin requirement, the position may be automatically liquidated, partiaily or entirely, in
accordance with the Company’s margin policies and procedures This policy protects both the Company and the
customer The mcidence of negative equity in customer accounts has been immatenial to the Company’s operations in
the three years ended 31 December 2012, which the Company believes was attnibutable to real-ime margining and
iquidation policies and procedures The Company’s margin and hquidation polictes are set forth in our customer
agreements

The Company 1s alse exposed to potential credit risk relahing to the counterparties with which hedge trades are placed
and the financial mstitutions with which cash 1s deposited The Company mitigates these risks by transacting with
several of the largest financial institutions n the werld In the event that access to one or more financial institutions
becomes limited, the abihty to hedge may be impaired The Company sets limits for s maximum acceptable
exposure to cach market counterparty and bank to which 1t has credit exposure These hmits are approved by the
Risk Commuttee

Interest risk

Interest rate nisk arises from the possibility that changes i interest rates will impact the Company’s financial
statements Net interest revenue 15 durectly affected by the spread between the short-term interest rates paid to
customers en therr balances and the short-term interest rates eamed from re-investing therr cash These spreads can
widen or narrow when terest rates change In addiuon, a portion of interest income relates to customer balances on
which we do not pay interest and, therefore, is directly affected by the absolute level of short-term interest rates As a
result, a portion of the Company’s interest income will decline 1f interest rates fall, regardless of the interest rate
spreads that affect the remaming portion of our mnterest mcome. Short-term interest rates are highly sensitive to
factors that are beyond the Company’s control, including general economic conditions and the policies of various
governmental and regulatory authonities The Company’s cash and customer cash 1s held m cash and cash equivalents
includmg cash at banks The interest rates earmed on these deposits and investments affects our interest revenue

Market Risk

The Company is exposed to market nisk i connection with its retail trading activities Because the Company acts as
counterparty to ns retal customers’ transactions, it 15 exposed to risk on each trade that the market price of the
position will decline Accordingly, accurate and efficient management of the Company’s net exposure 1s a high
prionty, and as such the Company has developed both automated and manual policies and procedures to manage its
exposure These risk-management policies and procedures are established and reviewed regularly by the Risk
Commuttee The nsk-management policies require quaniitative analyses by cwrrency parr, as well as assessment of a
range of market inputs, including trade size, dealing rate, customer margin and market hquidity The Company’s risk-
management procedures requie its traders to monitor risk exposure on a continuous basts and update senior
management both mformally over the course of the trading day and formally through ntraday and end of day
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reporung A key component of the Company’s approach to managing market risk 1s that i does not imtate market
positions for its own account 1n anticipaiion of future movements n the relative prices of products 1t offers "GCUK
addmuion operates as “Riskless Principle” on currency trades executed by clhients by offsetting each exposure to its
ultimate parent Gain Capital Holdings Inc In this respect, GCUK carmies no exposure on currency trades, but will still
act as counterparty to the client trade on all other asset classes

Regulatory capital and regulatory risk

The Company's activities are regulated i the United Kingdom and are subject to vanous regulation and legisiation
relating to conduct of business, technology, the provision of internet services and additionally n refation to regulatory
capital This imposes extensive reporting requirements and continuing self-assessment and appratsal

The Company has both a Comphance Department and a Regulatory Capitai Department which are responsible for
ensuring that it meets the rules of the regulators of the junisdiction  The Company allocates a lugh degree of resource
to risk management and seeks contmnually to improve its operating efficiencies and standards The comphlance
officers are n regular contact with the Directors and Semor Executive Management of the immediate and uitimate
parent companies

The regulatory environment 1s constantly evolving and imposes significant demands on the resources of the
Company The Company contrnues to provide considerable resources to meet the regulatory requirements

The Company 15 subject to the capral adequacy supervision requirements of the FCA and has maintained adequate
levels of capial within the Company during the year The regulatory capital structure of the Company largely
comprises share capital and reserves (net of intangible assets) Capital requirements are calculated from market nisk,
counterparty nisk, credit nsk and operational nsk assessments  The Company has an Internal Capual Adequacy
Assessment Process (“ICAAP™) as required by the FCA for establishing the appropnate amount of regulatory capital
to be held. The ICAAP gives consideration to both current and projected financial and capital positions, and includes
stress testng for adverse economic condittons The [CAAP 15 updated, at least annually, to reflect changes to the
Company’s structure and the business environment Caputal adequacy 1s monitored on a daily basis by Management
The Company uses the standardised approach to market risk, the simplified approach to credit nsk and the basic
mdicator approach to operational risk

Directors and officers

The Company has Directors and Officers” Liability insurance policies which covers all Directors

Post balance sheet events

There were no events occurring subsequent to the balance sheet date requining disclosure in these Financial
Statements

Future developments

There are no matters to report.

Directors
The following directors have held office since | January 2012-

Mr M Wright

Mr C Sugden

Ms S Roady

Mr T O'Sullivan

Mr A Bobinski

Mr K O'Brien (resigned 27 February 2013)
Mr M Chowdhury

Auditor

Delomte LLP have indicated thewr willingness to be reappomnted for another term, and appropriate arrangements have
been put 1n place for Deloitie LLP to be deemed appomted as auditors in the absence of an Annual General Meeting
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Statement of disclosure to auditor
Each of the persons who 15 a director at the date of approval of this report confirms that.

e 50 far as the director 15 aware, there is no relevant audit information of which the Company's auditors are unaware,
and

¢ the director has taken all the steps that he/she ought to have taken as a director in order to make himself/herself
aware of any relevant audit information and to establish that the Company’s auditors are aware of that information.

This confirmation 1s given and should be mnterpreted in accordance with the provisions of s41§ of the Companies Act
2006

On behalf of the board

TN

L%

!
r M Wright Mr M Chowdhury
ector and Regional CEO Director and Regional Finance Director
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Directors’ Responsibility Statement

The directors are responsible for preparing the annual report and the financial statements i accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements n accordance with United Kingdom Generally Accepted
Accounting Practice {United Kingdom Accounting Standards and applicable law) Under company law the directors
must not approve the financral statements unless they are satisfied that they give a wrue and fair view of the state of
affars of the company and of the profit or loss of the company for that period In preparing these financial statements,
the directors are required to

» select suitable accounting policies and then apply them consistently,
+ make judgements and accounting estimates that are reasonable and prudent,

* state whether applicable UK Accounting Standards have been followed, subject to any matenal departures
disclosed and explained in the financial statements, and

* prepare the financial staternents on the gomg concern basis unless it 1s inappropriate to presume that the company
will continue n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explam the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2066 They are also responsible
for safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection of
fraud and other wregularities

The directors are responsible for the mamtenance and integrity of the corporate and financial information included cn
the company’s website Legislation 1n the United Kingdom governing the preparation and dissemination of financiat
statements may differ from legislation n other junisdictions




Independent auditor’s report to the members of
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We have audited the financial statements of Gamn Capual Forex com UK Limited for the year ended 31
December 2012 which compnse the Profit and Loss Account, the Balance Sheet and the related notes 1 to 22
The financial reporting framework that has been applied m their preparation 1s applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice}

This report is made solely to the company’s members. as a body, 1n accordance with Chapter 3 of Part 16 of
the Companies Act 2006 Our audit work has been undertaken so that we mught state to the company’s
members those matters we are required to state to them in an auditor’s report and for no other purpose To the
futlest extent permutted by law, we do not accept or assume responsibility to anyone other than the company
and the company’s members as a body, for our audit work, for this report, or for the opnions we have formed.

Respective responsibihties of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement, the ditectors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view Our
responsibility 1s to audit and express an opinion on the financial statements 1 accordance with applicable law
and [ntemational Standards on Auditing (UK and Ireland) Those standards require us to comply with the
Auditing Practices Board's Ethical Standards for Aundiors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient
to give reasonable assurance that the financial statements are free frorn matenal misstatement, whether caused
by fraud or eror This includes an assessment of whether the accounting policies are appropnate to the
company's circumstances and have been consistently apphied and adequately disclosed, the reasonableness of
significant accounting estimates made by the directors, and the overall presentabon of the financial statements

in addition, we read all the financial and non-financial information i the annual report to 1dentify matenal
mconsistencies with the audited financial statements 1f we become aware of any apparent material
misstatements or inconsistencies we consider the implications for our report

Opinion on financial stacements

In our opmion the financial statements

e ave a true and fau view of the state of the company’s affairs as at 31 December 2012 and of its profit for the year

then ended,

e have been properly prepared i accordance with United Kingdom Generally Accepted Accounting Practice, and

s have been prepared 1n accordance with the requirements of the Compantes Act 2006

Op:nion on other matter prescribed by the Companies Act 2006

In our opinion the information given n the Directors’ Report for the financial year for which the financial
staternents are prepared 15 consistent with the financial statements
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Matters on which we are required to report by exception

We have nothing to report 1n respect of the following matiers where the Companies Act 2006 requires us to
report to you if, 11 our opition

e adequate accounting records have not been kepi, or returns adequate for our audit have not been recerved from
branches not visited by us, or

= the financial statements are not in agreement with the accounting records and returns; or
o certamn disclosures of directors’ remuneration specified by law are not made, or

s we have not recerved ail the information and explanations we require for our audit

St onQon.

Fiona Walker ACA (Sentor stanstory auditor)
for and on behalf of Deloitte LLP

Chartered Accountants and Starutory Auditor
London, United Kingdom

25 Apnil 2013
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Profit and loss account
For the year ended 31 December 2012

2012 201t

Notes £ £

Turnover 2 41,746,723 35,074,348
Cost of sales (18,183,943) (9,961,577)

Gross profit 23,562,780 25,112,771
Administrative expenses {16,324,209) (17,079,194)
Operating profit 3 7,238,571 8,033,577
Other nterest receivable and similar income 4 232,107 170,214

Profit on ordinary activities before taxation 7,470,678 8,203,791
Tax on profit on ordinary activities 6 (1,818,326) (2,083,192)
Profit for the year 15 5,652,352 6,120,599

The profit and loss account has been prepared on the basis that all operations are continuing operations

The company had no recogmsed gamns or losses other than the profit for the current and preceding year
Accordingly no separate statement of total recognised gains and losses 1s presented
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Balance Sheet
As at 31 December 2012

Notes
Fixed assets
Tangible assets 7
Intangible assets 8
Current assets
Debtors
- due within one year 9
- due after one year 9
Cash at bank and in hand
Creditors: Amounts falling due within one 10

year
Net current assets
Creditors: Amounts falling due after more Il
than one year

Provisicns for Labilities 12
Total assets less current habiities
Caputal and reserves
Called up share capial 14
Profit and loss account 15
Shareholders' funds 16

2012 2012

£ £

2,257,897

3,081,012

5,338,909
21,790,689
85,231
6,112,157
27,988,077
(9,292,800)

18,695,277

(508,837)

23,525,349

2,850,000
20,675,349

25,525,349

2011 2011
£ £
145,588
4,216,764
4,362,352
5,149,692
78,863
23,894,827
29,123,382
(15,104,222)
14,019,160
(549,351)
17,832,161
2,850,000
14,982,161
17,832,161

The financial statements of Gan Caprtzl-Forex com UK Limited (registered number 3770004) were approved by the

Board of Directors and authorised for 1ssue on 25 Apnl 2013

Sigmed on behalf of the Board of Directors

A
4
Mr M\Wnght Mr M Chowdhury
Directdr and Regional CEO Director and Regional Finance Director

Company Registration No. 3770004
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Notes to the financial statements
For the year ended 31 December 2012

1.

Accounting policies

Accounting convention

The Fmancial Staternents of the Company are prepared i accordance with the historical cost basis and
accordance with applicable United Kingdom accounting standards and with the provisions of the Companies
Act 2006 The principal accounting policies applied in the preparation of the Financial Statements are set out
below. These policies have been consistenily apphed to the years presented The Financial Statements are
presented in Briush Pounds (“£” or “GBP”), which 1s the Company’s presentation and functionzl currency

Going Concern

The Company's business activities, together with the factors likely to affect s future development,
performance and position are set out in the Business Review which forms part of the Directors” Report. The
directors' report also describes the financial position of the Company, 1ts cash flows, liqudity position and
borrowmg facilities; the Company's objectives, policies and processes for managing its caprtal; us financial
risk management cbjectives, details of its financial instruments and hedging activities; and 1ts exposure to
credit nisk and haudity nsk.

The directors have a reasonable expectation that the Company has adequate resources to continue In
operational exustence for the foreseeable future Despite operating cash balances having declined to £6 1
mulion from £23 9 million, the company continues to be profitable with no external debt In the event of any
cash shortfal], the ulumate parent company Gam Capitai Holdings Inc continues to provide access to
liquadity

Thus the directors continue to adopt the going cencern basis of accounting tn preparing the annual financial
statements

Turnover

Tumover represents allocations from Group companies under agreed transfer pricing agreements

Pensions

The company operates 2 defined contribution scheme for the benefit of its employees Contributions payable
are charged to the profit and loss account in the year they are payable

Cash balances

Cash consists of cash on hand and deposits repayable on demand from financial institutions that are free from
contractual encumbrances These balances exclude chent monies held by the Company (see client monies
accounting policy)

The Company's ultimate parent undertaking produces consolidated financial statements in which the Company
15 mcluded and which are publicly available  Accordingly, the Company, which 1s a whelly-owned subsidiary,
has elected to avail itseif of the exemption provided 1n Financial Reporting Standard (“FRS™) | (Revised 1996)
Cash flow statements and not present a cash flow staternent

Chent monies

The Company holds money on behalf of clients m accordance with the client meney rules of its regulators,
where required Client monies held in segregated bank accounts mn accordance with regulations and the
corresponding liabilities to these clients are not recognised 1n the Balance Sheet because the Company 1s not
beneficially entitled to them At 31 December 2012, amounts held by the company on behalf of chents i
accordance with the Client Assets Rules of the Financral Services Authority amounted to £92,206,483 (2011
£82,733,198)




Gain Capital - Forex.com UK Limited

Notes to the financial statements
For the year ended 31 December 2012

1.  Accounting Policies — (continued)

Dividends

Dividends are recognised as a lizbility and deducted from equity at the balance sheet date only iIf they are
declared and approved by shareholders before or on the balance sheet date Dividends are disclosed when they
are proposed before the balance sheet date or proposed or declared after the balance sheet date but before the
Fmaneial Statements are authonsed for 1ssue

Equity share capstal

Equity mstruments are classified according to the substance of the contractual arrangements entered into  An
equity wnstrument is any contract that evidences a residual interest n the assets of the Company after deducting
all of 1ts habilities  Equaty instruments 1ssued by the Company are recorded as the proceeds received, net of
external costs directly attmbutable to the issue. Ordinary shares and preference shares, where they share the
characteristics of equity, are classified as equity Any excess of the fair value of consideration received over
the par value of shares issued Is recogmsed as share premium.

Foreign currency translation

The Company has determined that its functional currency 15 Briish Pounds ("GBP”) Realized foreign
currency transaction gams and losses are recorded 1n turnover on the profit and loss durning the year at the
exchange rate on the date of the transaction. Unrealized foreign currency transactton gams and losses are
computed using the closing rate of exchange prevailing at the date of the Balance Sheet. Gams and losses
ansing from these wansactions are also recorded m turnover on the profit and loss

Intangible assets

Intangible assets include purchased customer lists and non-compete agreements relating to the acquisinon of
client balances from an established competitor and are carmied at historical cost less accumulated amortisation
and accumulated impayment The carrying values of intangible assets are reviewed for mpairment when
events or changes 1n circumstances indicate that the carrying value may not be recoverable Intangible assets
are derecognised upon disposal or when no future econemic benefits are expected to arise from the continued
use of the asset The gamn or loss ansing on de-recogrtion of an asset 1s determmned as the difference between
the sale proceeds and the carrying amount of the asset and 1s mcluded i the income statement in the period of
de-recognition  Intangible assets with a finne hfe are amortised on a soaight line basis over their expected
useful lives, as follows

Non-compete agreement 2 years straight hine
Customer hst 6 years straight line

Tangible fixed assets

Tangible fixed assets (which include website development costs) are stated at histoncal cost, net of
accumulated depreciation and any accumulated impairment The carrying velue of tangible fixed assets 15
reviewed for impairtnent when events or changes in circumstances mdicate that the carrying value may not be
recoverable Tangible fixed assets are derecognised upon disposal or when no future economic benefits are
expected to anse from the continued use of the asset The gain or loss arising on de-recognition of an asset 1s
determined as the difference between the sale proceeds and the carrving amount of the asset and 15 included m
the Profit and Loss Account in the period of de-recognition Depreciation is calculated on a straight-line basis
over the followmng estimated useful lives

Computer equipment 33 1/3% straight bine
Furniture, fixtures, fitings and equipment 33 1/3% straight lime
Software development costs 33 1/3% strasght line
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1. Accounting polwies — (continued)

Webstite development costs

Design and content development costs are capitalised only to the extent that they lead to the creauion of an
enduring asset delivering benefits at ieast as great as the amount capizalised  If there 15 insufficient evidence
on which to base reasonable estrmates of the economic benefits that will be generated in the perted unal the
design and content are next updated, the costs of developing the design and content are charged to the profit
and Joss account as incurred

Offsetting and netting

Financial assets and financial lizbilities are only offset and the net amount reported in the Balance Sheet when
there 15 a legally enforceable right to set off the recognised amounts and where the Company intends either to
settle on a net basss, or to realise the asset and settle the hability simultaneousty

Leases

Rentals under operating leases are charged on a straight-line basis over the lease term, even if the payments are
not made on such a basis Benefits received and receivable as an mcentive 1o sign an operating lease are
sumilarly spread on a straight-hne basis over the lease term, except where the period to the review date on
which the rent 15 first expected to be adjusted to the prevailing market rate 15 shorter than the fuli lease term, in
which case the shorter period 15 used

Provisions

Provisions are recognised when the Company has a current legal or constructive obhgation as a result of past
events, and It 15 probable that an outflow of resources embodying economic benefits will be required to settle
the obhgation and a reliable estimate of the amount of the obligation can be made The amount recognised as
a provision 1s the best esumate of the consideration required to settle the present obligation at the balance sheet
date, taking mto account the risks and uncertainties surrounding the obligaion Where a provision is measured
using the cash flows estimated to settle the present obligation, its carrving amount 15 the present value of those
cash flows When some or all of the economic benefits required to settle a provision are expected to be
recovered from a third party, the receivable is recogmsed as an asset if it 1s virtually certain that
reumbursement will be received and the amount of the receivable can be measured rehably

Amounts owed to parent and fellow subsidiary undertakings

Amounts owed include amounts relating to open dertvative positions, which are transacted with the parent for
risk management purposes The Company does not hold or i1ssue denvative financial mstruments for
specuiative purposes All such amounts are included at the monetary value at the reporting date

Share-based payments

The Company has applied the provisions of Financial Reporung Standard 20 — Share-based Payments (“FRS
20" In accordance with the transitional provisions, FRS 20 has been applied to all grants of equity
instruments after 1 January 2006 that were unvested as of 31 December 2012 GCH, the ultimate parent
company, 1ssues equaty seftled share-based payments to certain employees of 1ts subsidiaries, including the
Company's employees The direct attributable expense related to the employees of the Company 15 then
charged to the Company rather than GCH

Equity setiled share-based payments are measured at fair value {excluding the effect of any non-market based
vesting condiuons) at the date of grant  The farr value determined at the date of grant of the equity settled
share-based payments 1s expensed on a straight hne basis over the vesting period, based on GCH's estimate of
shares that will eventually vest and adjusted for the effect of any market based vesting conditions Fair value
1s measured by the market quoted price Any unamortised expense 1s charged to the Profit and Loss Account
if awards are cancelled or vest early
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1. Accounting pohctes — {continued)

Taxation

¢ Corporation iaxes

Corporation taxes have been provided for in the Financial Statements mn accordance with the tax legislation
enacted or substantively enacted by the balance sheet date 1 the junisdictions 1 which the Company operates
Taxable profit differs from profit as reported m the Profit and Loss Account because 1t excludes ttems of
income or expense that are taxable or deductible in other penods and 1t further excludes items that are not
taxable or tax deductible. The corporation tax charge comprises current and deferred taxes and is recognised
m the Profit and Loss Account Current tax 15 the amount expected to be paid to or recovered from the
taxation authorities 1n respect of taxable profits or losses for the custent and prior penods

Current tax 15 charged or credited to the Profit and Loss Account, except when it relates to iems charged or
credited directly to equity, 1n which case the current tax 1s dealt with i equity.

¢  Deferred taxes

Deferred tax 15 recogrused in respect of tming differences that have orginated but not reversed at the balance
sheet date where transactions or events that result in an obligatior to pay more tax i the future or a night to
pay less tax 1n the future have occurred at the balance sheet date Timuing differences are differences between
the Company’s taxable profits and its results as stated 1n the Financial Statements that anise from the inclusion
of gains and losses n tax assessments i periods different from those 1n which they are recognised in the
Financial Statements Deferred tax assets and lab:lities are measured on an undiscounted basis at the tax rates
that are expected to apply when the refated asset 1s realised or Liability 15 settled, based on tax rates and laws
enacted or substantively enacted at the balance sheet date A net deferred tax asset 1s regarded as recoverable
and therefore recognised only to the extent that, on the basis of all avallable evidence, 1t can be regarded as
more likely than not that there will be suitable taxable prefits from which the future reversal of the underlying
tuming differences can be deducted Deferred tax assets and habilnties are offset when they relate to income
taxes levied by the same taxation authonty and the Company intends to settle its current tax assets and
l:abilities on a net basis

Taxes, such as non-recoverable value added taxes and betting dunes are recorded within operating expenses
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2.

Turnover

The total tumover of the company for the year has been denived from its principal acuvity, wholly undertaken

m the Umited Kingdom

Net fee and commusston income
Other trading income

Operating profit

Operating profit 15 stated after charging

Depreciation of tangible assets

Amortisation of intangtbie assets

Operating leases

Fees payable to the company's anditor for the audit of the company's annual
accounts

Fees payable to the company’s auditor for other services pursuant to regulation

Fees payable to the company’s auditor for other services pursuant to consulting
Services

Other Interest Recewvable

Bank interest

Depreciation and amortisation

Depreciation of tangible fixed assets
Amortisation of intangtble assets

2012 2011

£ £
41,271,720 35,025,168
475,003 49,180
41,746,723 35,074,348
2012 2011

£ £
223246 72,166
1,135,752 709,842
111,550 110,650
30,000 30,000
9,000 9,000
14,028 -
2012 2011

£ £
232,107 170,214
20102 2001

£ £
223,246 72,166
1,135,752 709,842
1,358,998 782,008
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At 31 December 201 |

6. Taxation
2012 2011
£ £
Domestic current year tax
UK corporation tax 1,316,133 2,167,624
Adjustment for prior years (6,644) (84,432)
Deferred tax charge 508,837 -
1,818,326 2,083,192
Factors affecting the tax charge for the year
Profit on ordimary activities before taxation 7,470,678  8,203,79¢
Profit on ordinary activities before taxation multiphed by standard rate of UK
corporation tax of 24 50% (2011 26 50%) 1,830,316 2,174,004
Effects of
Non deductible expenses 5,938 4,699
Fixed asset iming differences (520,121) (11,080)
Adjustments to previous periods (6,644) (84,432)
Deferred tax charge 508.837 -
(11,950) (90,813)
Current tax charge for the year 1,818,326 2,083,192
Tangible fixed assets
Furniture,
fixtures,
Computer fittings and
equipment  equipment Total
£ £ £
Cost
At ] January 2012 78,698 186,931 265,629
Addions 2,331,621 3,933 2,335,554
Disposals - - -
At 31 December 2012 2,410,319 190,864 2,601,183
Depreciation
At 1 January 2012 41,305 78,735 120,040
Charge for the year 169,791 53,455 223,246
Disposals - - -
At 3] December 2012 211,096 132,150 343,286
Net book value
At 31 December 2012 2,199,223 58,674 2257897

37,395 108,195

145,588
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8. Intangible fixed assets

Cost

At 1 January 2032
Addions
Disposals

At 31 December 2012

Amortisation

At { January 2012
Charge for the year
Disposals

Adjustment to prior year

At 31 December 2012

Net book value
At 31 December 2012

At 31 December 2011

9 Debtors

Amounts falling due within one year

Amounts owed by parent and fellow subsithary undertakings
Trade debtors

Other debtors

Prepayments and accrued income

Amounts falimg due afier more than one year

Ozher debtors

Other debtors include £78,863 being held by the landlord under a rent deposit deed and £6,368 bemg held by a

credit card processing company under a deposit agreement.

2012

£
4,926,606
4,926,606
709,842
1,135,752
1,845,594
3,081,012
4,216,764
2002 011
£ £
16,774,194 2,041,820
4,322,898 2,795,106
149,692 38,531
543,905 274,235
21,790,689 5,149,692
2012 2011
£ £
85,23} 78.863
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10.

1L,

12.

Creditors' amounts falling due within one year

2012 2011
£ £
Trade ereditors 1,507,013 6,494,788
Non-trade creditors 488,665 184,091
Amounts owed to parent and fellow subsidiary undertakings 4,579,355 4,507,232
Corporanion tax 322,023 1,631,163
Other taxes and social secunity costs 87,404 65,224
Accruals and deferred income 696,723 722,210
Overdrafts 282,346 6,668
Deferred consideration 1,329,271 1,492,846
$,292,800 15,104,222
Creditors: amounts falling due after one year
This relates to the payable due for the acquisition of client balances
2012 2011
£ £
Deferred consideration - 549,351 .
- 549,351
Provisions for habilities
Thus relates to the deferred tax lrabiity provided in respect of accelerated camtal allowances
2012 2011
£ £
Accelerated capital allowances 508,837 -
508,837 -

The deferred tax Liabtlity has been calculated by reference to the tax rate that was substantially enacted at the
balance sheet date (23%) The UK Budget on 20% March 2013 announced a reduction to 22% from 1 Apnl

2013, but this has not been rectified as 1t was not substantially enacted at 31 December 2012
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13 Pension and other post-retirement benefit commitments

Defined contribution

2012 2011
£ £
Contnibutions payable by the company for the year 47,882 30,649
14.  Called up share capital
2012 2011
£ £
Allotted, called up and fully paud
2,850,000 ordinary shares of £1 each 2,850,600 2,850,000
15.  Statement of movements on profit zand loss account
Profit
and loss
account
£
Balance at | January 2012 14,982,161
Profit for the year 5,652,352
Adjustments to previous penods -
Share based payment 40,836
Balance at 31 December 2012 20,675,349
16.  Reconciliation of movements in sharehalders’ funds
2012 2011
£ £
Profit for the financial year 5,652,352 6,120,599
Proceeds from issue of shares - .
Adjustments to previous periods -
Share based payments expense 40,836 38,433
Net addition to shareholders funds 5,693,188 6,159,032
Opening shareholder’s funds 17,832,161 11,673,129

Closing shareholders’ funds 23,525,349 17,832,161
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17.

18

Financial commitments

Capntal comrmitments are as follows.

Conmracted for but previded for
Other — License fee payable per annum

At 31 December 2012 the company was commuitted to making the
following payments under non-cancellable operating leases

Operating leases which expire
Within one year

Within two to five years inclusive
Greater than five years

Directors’ remuneration

Remuneration for quahifying services
Company pension contributions to defined contnbution schemes

Aggregate emoluments in respect of the highest paid director

Remuneration for qualifving services
Company pension contributions ta defined contribution schemes

2012 2011

£ £
365,004 -
365,004 -

Land and buildings

2012 201t

£ £
131,439 131439
131,439 131,439
2012 2011

£ £
311,856 188,333
4,125 3,388
315,981 191,721
2012 20k1

£ £
187,697 171,666
4,125 3,388
191,822 175,054
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19.

Employees
Number of employees

The average monthly number of employees (including directors) during the year was

2012 2011
No. No.
Management and adrinistration 18 14
Sales 18 16
Dealing 2 i
38 i 31

Employment costs
2012 2011
£ £
Wages and salaries 2,018,489 1,860,954
Social security costs 306,157 210,222
Other pension costs 47,882 30,649
2,372,528 2,101,825
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20.  Share-based payments
Equity-settled share option schemes

The Company has a share option scheme for all employees of the Group On March 27, 2006, the ultimate parent
company’s shareholders approved the GAIN Capntal Holdings, Inc 2006 Equity Incenuve Plan (the 2006 Plan™)
The 2006 Plan provides for the issuance of share based award which include restricted stock umts (“RSUs™),
Incentive Stock Optrons (“150s"), and nonquahfied stock options ("NQSOs™) All share based awards are granted at a
price or conversion price determined by the Company's board of directors Grants of stock options usually vest over
three or four years upon anmversary date RSUs usually vest over four years with one-fourth vesting upon the grant
anmiversary All options granted under the 2006 Plan expire ten years from the date of grant

On November 22, 2010, the Company’s board of directors adopted the GAIN Capital Holdings, Inc 2010 Omnibus
Incentive Compensation Plan, (the “2010 Plan™), which became effective December 13, 2010 (the day immediately
prior to the date the underwnting agreement was executed and the Common Stock was priced for the [PQ} As of the
effective date of the 2010 Plan, the 2006 Plan was merged with and into the 2010 Plan, and no additional grants wil}
be made under the 2006 Plan Intially, the 2010 Plan made available 8 5 mullion shares (1 4 million 1o be 1ssued
pursuant to future awards and grants under the 2010 Ommbus Incentive Compensation plan, 6.6 million shares that
are subject to outstanding granis under the 2006 Plan as of the effective date of the 2010 Plan, and 0 5 million shares
to be issued pursuant to the 2011 Employee Stock Purchase Plan) for awards to emplovees, nonemplovee directors
and consultants and advisors i the form of incentive stock opuions, nonqualified stock options, stock awards, stock
units, stock appreciation rights and other stock-based awards

Under the 2010 Plan, the commuittee will determine the exercise price of the opticns granted and may grant options to
purchase shares of the Company’s commeon stock 1n amounts as determined by the committee The exercise price of a
stock option granted under the 2010 Plan cannot be less than the fair market value of a share of the Company’s
comunon stock on the date the option 1s granted All options granted under the 2010 Plan expire seven years from the
date of grant

Details of the share options outstanding during the year are as follows

2012 2011

Weighted Weighted

Number of average Number of average

stock grantdate stock grant date

options  fair value options  fair value

(&Y (%
Outstanding at beginning of period 12,325 144 15.15) 144
Granted dunng the period - 220 - 3.44

Forfened during the penod - - - -
Exercised dunng the period - - (2 826 .44

Exprred during the period - - - -
Qutstanding at the end of the period 12,325 {44 12,325 I 44
Exercisable at the end of the pertod 6,389 144 3,420 144

There were no share options exercised 1 2012, but the weighted average share price at the date of exercise for share
options exercised dunng 2011 was $1 44 The options outstanding at 31 December 2012 had a weighted average
exercise price of 83 78 and a weighted average remaining contractual life of 7 4 years

The inputs into the Black Scholes model are as follows




Gain Capital - Forex.com UK Limited

Notes to the financial statements
For the year ended 31 December 2012

2012 2011
Weighted average exercise price 320 277
Expected volatiity 48 5% 47 6%
Expected hfe 43 48
Risk-free rate 09% 23%

Expected dividend yield - -

Expected volanlity was determined by calculanng the historical volatiity of the estimated fair value of the
Company's share pnice over the previous years The expected life used in the model has been adjusted, based on
management’s best estimate, for the effects of non-transferability, exercise restrictions, and behavioural
considerations

Restricted stock umts

The Plan provides for the 15suance of RSUs that are convertible on a 1 1 basis wnto shares of the ultimate parent,
GAIN Capital Holdings, Inc.’s common stock GAIN Capital Holdings, Inc maintamns a restricted umt account for
each grantee Restrictions typically lapse over four years, with 25% lapsing on each anniversary date of the grant
After the restrictions lapse, the grantee shall receive payment in the form of cash, shares of GAIN Capital Holdings,
Inc ’s common stock, or 1n a combination of the two. as determuned by GAIN Capntal Holdings, Inc  upon a change
m control of GAIN Capital Holdmgs, Inc or the employee leaving the Company GAIN Caputal Holdings, Inc may
also issue performance grants which have restnictions lapsing immediately, but delivery of the common stock deferred
uniil a later date

Details of the RSUs outstanding during the year are as follows

2012 2011

Weighted Weighted

Number of average Number of average

RSUs grant date RSUs grant date

fair value fair value

® (%)
Outstanding at beginning of penod 25,262 713 2,741 14 25
Granted during the period 34,000 530 24,500 648
Forfeited during the period - - (1,669) 790
Dehvered duning the pentod (5,750) 648 (310) 14 4]
Outstanding at the end of the period 53,512 604 25,262 713

The Company recognised total expenses of £40,836 related to equity-settled share-based payment wansacnions n
2012
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[

21.  Control

The parent company 1s Gatn Global Markets International, BV, mcorporated in The Netherlands by virtue of
its holding of 100% of the tssued share capital

The smallest and largest group m which the results of Gain Capital - Forex com UK Limited are consoldated
15 that headed by Gain Global Markets International, BV whose prnncipal place of business 15 at Prins
Bembhardplemn 200, 1097]B, Amsterdam, The Netherlands

22,  Related party relationships and transactions

The Company 1s exempt from the requirement to disclose transactions with fellow wholly owned Group
undertakimgs under paragraph 3 of FRS 8 Related party disclosures There were no other related party
transactions requiring disclosure

Directors’ remuneration 1s disclosed in note 18 Contributions to pension schemes are disclosed 1n note 2




