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FxPro UK Limited

Strafegic report

The directors present their strategic report-on FxPro UK Limited (the “Company”) for the
year ended 31 December 2013.

Princlpal actlvities

The Company is an online financial services entity and acts as the principal to its
customers in derivatives comprising Contracts For Differences (“CFDs") on currency pairs,
stocks, indices and commodities. The revenue of the Company is mainly derived from
commission income received from, FxPro Financial Services Limited and it is recognised
by reference to the total trading volume from all the Company’s clients.

Review of developments, position and performance of the Company's business

The revenue of the Company, for the year ended 31 December 2013 was £945,161 (2012:
£789,940). The net loss of the Company for the year was £465,965 (2012: net loss
£713,754). On 31 December 2013 the total assets of the Company were £2,567,135
(2012: £1,559,541) and its net assets were £474,243 (2012: net liabilities £159,792).

The Company'’s Key Performance Indicators (*KPIs"), with which management monitors
the business and its performance, are the volume traded, number of clients and
profitability. The Company managed to improve its KPIs year on year as, the volume
traded for 2013 reached USD$49 billion, compared to the USD$16 billion from the
previous year. Revenue, only increased by 20%, compared to 2012 as the revenue from
recharge of expenses was terminated in 2012. Expenses have been in line with 2012,
hence the Company managed to reduce its losses for the year by 35% compared to 2012.
Management considers that the Company's performance and financial position as at 31
December 2013 was as expected based on the trading volumes of the Company.

Principal risks and uncertainties

The Company's activities, as outlined above, expose it to a variety of financial, operational,
compliance, litigation and reputation risks. Each principal risk and how this is assessed
and managed is outlined below with the exception of the financial risks and uncertainties
which are outlined in Note 3 of the financial statements. Financial risk management and
disclosures are also disclosed in Note 3 of the financial statements. The Company’s
capital requirements are caiculated in accordance with the Financial Conduct Authority
("FCA”") regulations. The capital of the Company is monitored regularly in light of any
potential changes within the business.

Operational risk is the risk that derives from the deficiencies relating to the Company'’s
information technology and systems’ control as well as the risk of human error and natural
disasters. The Company’s systems are evaluated, maintained and upgraded continuously.
Separation of power and authority regarding vital functions of the Company exists and the
Board reviews any decisions made by management and monitors their activities. The
Company’s operations are also closely dependent on information technology and any
damage or failure of the systems would place the Company at significant risk. The
Company has recovery programmes and backup systems in place in order to be able to
carry on its core operations. The Company aiso mitigates any risk from failure of third party
providers such as data suppliers, market information, telephone and internet access by -
ensuring it has multiple providers for each service. The Company also pro-actively
improves and renews systems in order to ensure no failures or damages occur.
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FxPro UK Limited

Strategic Report (continued)

Regular ifernal audit visits 3rg performad I gnsure that.employass comply with the
Company's infarnal procedures

Comiplianca ask 15 the dsk of financial ss, including finas-and oiher fenallies, which may,
-arise ram npn~compliance with laws and 1egulations. Tha Company i8 authafised:and
reguited by tha FCA Any changes in the regulatory framawork ot direclives refating 6
ihe Company's s4nices ang oparations modal could axpose the Coimpany (o congierabia
- sk A5 tha Company's operations expand and bacome mare complex the Company wi
need to provids training nd employ mew high calibre emplty2es (o mest thesa regulati:y
domands The sk is imited 10 0 sinnilicant axtent due to the supevision appliad by the
Compliance Qllicar, Ba well 25 by the moniloring controls applies by tha Company

Litigation ris 5 the risk of financial loss, intarruption of the Comipany's opetations of any.
other undesirable aituation inat anses from the_possidility of non-axexution o viclalion ot
legal contiscts andt consaquaniially of fawsuits Tha nslt is resiricisd thfouhh the contracis
ugad by the Campany 1o exesuta s oparytions. The Company obtains oantinuous legat
‘advice én tha’ r:repamﬁen o s Tegat dosumants,

Repytation nsk (3 the sk of loax-of feputzlion arsing from the hagalive piblicity relating to
the Company's oparaiions (wheinet justified or unjustified) that may resitt in & reduction of
its clientetz, reduclion in revenue 2nd 1sgal clnims agansttha Company A &omprghensive.
business contingency and disasior recovery plan has beed prepated with-pscovery
placadures and acliong 1o be tallowed 1n the ¢sse of damage to-any vilal pan of the
Company's struiure.

Director
.London, 24 Aprl 2014
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FxPro UK Limited

Report of the Board of Directors

The Board of Directors presents its report together with the audited financial statements of
the Company for the year ended 31 December 2013.

General Information

FxPro UK Limited (the "Company") is incorporated and domiciled in the UK as a private
company with limited liability under the UK Company Law. Its registered office is at 13-14
Basinghall Street, EC2V 5BQ, London. The Company is directly controlied by FxPro Group
Limited, registered in Guernsey, which owns 100% of the company's shares and is
controlléd by a number of individuals, none of which has a controlling interest. Copies of
FxPro Group Limited financial statements can be obtained from the Company Secretary at
P.O. Box 25, Regency Court, Glategny Esplanade, St Peter Port, Guersney, GY1 3AP
Channel Islands. This is the smallest group for which consolidated financial statements are
prepared. The Company operates under the license no. 509956 granted by the UK
Financial Services Authority ("FSA” now Financial Conduct Authority or “FCA”). During
2012, the Company extended its FCA license under which, the Company is now pemmitted
to hold and control client money and act as principal on client’s trades as a matched
principal broker.

Branches

The Company did not operate through any branches during the year ended 31 December
2013.

Future developments of the Company

The Board of Directors does not expect any significant changes or developments in the
operations, financial position and performance of the Company in the foresesable future.

Results and dividends

The Company'’s results for the year ended 31 December 2013 are shown on page 9. No
dividends were proposed and the loss for the year is carried forward.

Capital manégement

The Company is required by the FCA to prepare an Internal Capital Adequacy
Assessment Programme ("ICAAP”).

During the year ended 31 December 2013, the Company sustained trading losses since it
is in the start-up phase. At the statement of financial position date the Company’s
regulatory capital resources were £474,243 (2012: negative £159,792) which comprise
solely of issued share capital and audited reserves. During the year the Company has
increased its share capital by £1,100,000. The capital resources following the share capital
issue are considered adequate to continue to finance the Company over the next year.
The board does not consider that any additional capital injections are necessary.
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FxPro UK Limited

Report of the Board of Directors (continued)

Remuneration policy

The Company employed 7 employees at the end of 2013 (2012: 19 employees), in
positions whereby they contribute directly to the earning of revenue. The Company seeks
to employ and retain high calibre staff. To retain fiexibility, incentivise staff and protect the
company's earnings, a significant proportion of total annual compensation is made in the
form of variable bonuses linked to their performance.

The principles of the Company's remuneration policy adhere to the FCA's Remuneration
Code which was introduced with effect from 1 January 2011. The company’s policy is to
ensure that executive rewards are linked to performance, to provide an incentive to
achieve the key business aims and deliver an appropriate link between reward and
performance whilst ensuring base salary levels are not set at an artificially low level. The
Company operates a discretionary bonus policy directly correlated to annual profitability of
the Company.

Share capital

On 28 January 2013, the Board of Directors resolved to increase the authorised share
capital of the Company by 800,000 shares of £1 per share. The shares were allotted to
FxPro Financial Services Limited.

On 21 May 2013, the Board of Directors resolved to increase further the authorised share

capital of the Company by 300,000 shares of £1 per share. The shares were allotted to
FxPro Financial Services Limited.

Board of Directors

The members of the Board of Directors at 31 December 2013 and at the date of this report -
are shown on page 1.

In accordance with the Company's Articles of Assoclatlon none of the Dlrectors retire at
the next Annual General Meeting.
Events after the statement of financial poslition date

There were no post statement of financial position events that require adjustments or
disclosure in these financial statements.
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FxPro UK Limited

Report of the Board of Directors (continued)
Htatomunt of directors’ responsidiiitlas

The Direciors are responsitile tor praparing the Direciors' Repat and the financis!
sialemenis in accordunce with appivabls law and regulations.

The UK Company Low requires the Directors lo prepare financia! siatoments (or sach
fingngial yanr Undet that Law the Direclors have prepared the tinancial statomants in
accordanca with internationnl Finaneial Reporting Stondards {*IFRSs") as adopied by tha
Europeatt Union {"EU’). Undar the UK Company Law the Direciors must not approve the
financial statements untess they ars satisfien that (hay give B frus ang fair viow of the state
of gitairs of the Company and of the profit o loss of tha Company for that year

I preparing these tinonei stataments, the Dractors ara required to-selact suitable
pocountng poticles ang then apply them consistenily, to maka judgamanis and auzounting
ashirngias thot are reasanahle end prudeni, 1o state whether applicable Intamationat
Financial Reparing Standards ("IFR$5%) a3 adopted vy the Ewopesn Umorn (*EU°) noww
ben toliowed, subjent 1o oy materiz] doparniures disclosed and explained n (ho finurcisl
statements, and lo prapars tha financial siilemonts on the going concom besis unless it is
inapprapnuta jo peasume that ihe Company will continue In bysiness

The Directors ars responsibie for kesping edequare accounling rE2oros that e sufficion
1o show and explsin the Compny’s irsnsactions and disciose with reasonable agcurady al
any tine the fisancial posifion of the company and enable them to snsure that tha financial
siatemants comply.with (he UK Companigs Act 2008 Thay are aiso resSponsibis for
safequarding tha assats of the company afd hance for taking raasonndle staps for the
prevention and datection of frend and other inggulantias

Statement ot divelcaure of Information to suditors

In accordanca with Section 418, Oirectors’ confirm thit, in ihe case ¢f each direciot in
offica &l the date e direcios’ report i epproved, thal so far as tha Director is aware,
thete is no ralevant audit intormation of which the Company’s audilaes 8@ urmware, snd
be has 1akan all the steps thit he gught 10 have Weken 23 & director in ondor 10 make
himsell aware of any relevant audit information and 10 astablsh hal the Company’s
Auditors Bra awara of that infemntion

tndegandent Auditors
The indapendant Augitors, PrcavwatemouseCoopers LLP, hove exsreased thar

willingness (o conlinue in oftice. A rasohition giving authonty to the Bowd of Ditzciors 1p fiv,
tney remunasanon will be propasad af the Aanual Gendral Mesting,

iz bohatt of '!ha Boord

London, 24 April 3014
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FxPro UK Limited

Independent Auditors’ Report To the Members of
FxPro UK Limited

Report on the financia! statements
Ourgpision
in our opinion the financial statements, defined below:

* give a true and fair view of the state of the company’s affairs as at 31 December
2013 and of its loss and cash flows for the year then ended;

= have been properly prepared in accordance with intemational Financial Reporting
Standards (IFRSs) as adopted by the European Union; and

* have been prepared in aeoordancawimthamqulrememsofﬂn()omnmiesm
m.

This opinion is to be read in the context of what we say in the remainder of this report.

What w2 hinvo acdited
The financial statements, which are prepared by FxPro UK Limited, comprise:

o the statement of financlal position as at 31 December 2013;

- the statement of comprehensive income for the year then ended,;
- the statement of cash flows for the year then ended;

« the statement of changes in equity for the year then ended; and

» the notes to the financial statements, which inch:deasmnmaryofslgnlﬂcam
accounting policies and other explanatory information.

The financlal reparting framework that has been applied in their preparation is
applicable law and IFRSs as adopted by the European Union.

in applying the financial reporting framework, the directors have made a number of

subjective judgements, for example in respect of significant accounting estimates. In
maHngsuchesﬁmales,dmyhavemadeasswnpﬂmmandomnldamdMumevanﬁ

What on autit of finencldl stafcments involves.

We conducted our audit in accordance with intemational Standards on Auditing (UK
and Ireland) (ISAs (UK & Ireland)”). An audit invoives obtaining evidence about the
amounts and disclosures in the financlal statements sufficient to give reasonable
assurance that the financial statements are free from material misstatement, whether
caused by fraud or enor. This includes an assessment of:

» whether the accounting policies are appropriate to the company’s circumstances
and have been consistently applied and adequately disclosed;

» the reasonableness of significant accounting estimates made by the directors; and

o the overall presentation of the financlal statements.

In addition, we read all the financial and non-financial information in the Annual Report
and financial statements (the "Annual Report”) to identify material inconsistencies with
the audited financial etatements and to identify any information that is apparently
materially incorrect based on, or materially inconsistent with, the knowledge acquired by
us in the course of performing the audi. if we become aware of any apparent material
misstatements or inconsistencies we consider the impiications for our repon.

@
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FxPro UK Limited

Independent Auditors’ Report To the Members of
FxPro UK Limited contlnued

— m——

Opinion on other matter pmecrlbed by the Companies Act 2006

In our opinion the information given in the Strategic Report and the Reponoﬂhe Boaml
of Directors for the financial year for which the financial statements are prepared Is

conmemwimmeﬁnandalstamments

— o —_

Othor mawars on which we are requlred to report by exception

Adeauncy oi oceounting rrtords and inlermation and explaniuene received
Under the Companies Act. 2008 we are required to report to you if, in our opinion:

¢ we have not received all the information and explanations we require for our audit;
or

o adequate accounting records have not been kept, or retums adequate for our audit
have not been received from branches not visited by us; or

¢ the financial statements are not in agresment with the accounting records and
retums.

We have no exceptions to report arising from this responsibifity.

Dirpercrs remneration
. Under the Companies Act 2008 we are required to report to you if, in our opinion,

certain disclosures of directors’ remunseration specified by law are not made. We have

no exceptions to reponansingfrommls responsibility.

Responslbilltles for the financial statements and the audit

- | r— ——

Our resgaibilities and thoas of the directars

As explained more fully in the Statement of directors' responsibifities set out on page 6,
the directors are responsible for the preparation of the financial statements and for
being satisfied that they give a true and fair view.

Our responsibility is to audit and express an opinlon on the financial statements in :
accordance with appilicable law and ISAs (UK & Ireland). Those standards require us to
camply with the Auditing Practices Board’s Ethical Standards for Auditors.

This repon, including the opinions, has been prepared for and only for the company’s
members as a body in accordance with Chapter 3 of Part 16 of the Companies Act
2008 and for no other purpose. We do not, in giving these opinions, accept or assume
responsbility for any other purpose or to any other person to whom this report is shown
or {nto whose hands it may come save where expressly agresd by our prior consent in

writing.

bilvdosor

Hamish Anderson (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

25 April 2014
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FxPro UK Limited

Statement of comprehensive income
for the year ended 31 December 2013

Note

Revenue 4
Administrative expenses 5
Other losses 6
Operating loss

Flnance income 8
Loss before tax

Income tax credit 9

Loss after tax and total comprehensive loas for the year

Year ended
31 December
2013

£

945,161
(1.421,913)
(83,088)

(659,837)
141

(569,896)
. 93,731

(465,965)

The notes on pages 13 to 37 are an integral part of these financial statements.

e e - —— e

Year ended
31 December
2012

£

789,940
(1,423,976)
(83,440)

(717.476)
760

(718,716)
2,962

(713,754)
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FxPro UK Limited

Statement of financial position
at 31 December 2013

Notp 208 083
£ £
-Agzots
Ham-wreat nasets )
Propiarty, plhd and ediinnem 12 4,673 3.860.
intangidle t3sais 13 . 430
4473 6,32.5.
Syerent katots )
‘Trade and mh;af.i'anai'\mbim 14 b b F ) 58,821
Deayivalive financial timtivtimants 16 ) . 779,200
Cash 50d cosly nquivalonis 16 246D034 716,387
2983 687 3.688.218
Tathl antots. ‘ 2.;;‘;:%?.13‘5 3560561
Equity and liabilities
Cagiial and resorves
Shuts anpltit ’ 7 1,400,000 300,000
Accuminatad tasses {825.757} (459, 78}
Totsh vauily : 474,245 (159.722)
Currant fiabilities L )
Trode ang olhot poysbiss 18 092,888 1,626,162
Dosivpiiva financind insirumants 15 . 95,151
Total Hxt:TTitles 3,003,852 1,716,333
Totat shwity end Gatlitias 2567138 1,559,941

©On 24 Apnl 2014 the Board of Direstors of FxPro LK Limited (Company Numbiar
06925128).authonised these finangis! sizicments for issue.

Cz%hw wed
_.mmﬁi&smww‘

The nains an pages 13 io 37 are an Infegral part of Nege fnancial stalemants.
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FxPro UK Limited

Statement of changes in equity

for the year ended 31 December 2013

Balance at 1 January 2012

Comprohenslive loss

Loss and total comprehensive loss for the year
Balance at 31 December 2012/1 January 2013

Transactions with owners
Issue of share capital

Comprehensive loss
Loss and tota! comprehensive loss for the year

Balance at 31 December 2013

Note

17

(Accumulated

Losses)/

Share Retalned
capltal eamnings Total
£ £ £
300,000 253,862 553,982
- (713,754) (713,754)
300,000 (459,792) (159,792)
1,100,000 - 1,100,000
. (485,965) (485,965)
1,400,000 (925,757) 474,243

The notes on pages 13 to 37 are an integral part of these financial statements.
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FxPro UK Limited

Statement of cash flows
for the year ended 31 December 2013

Year ended Year ended
31 December 31 December
Note 2013 2012
£ £
Cash flows from operating activities
Loss before tax (559,696) (716,716)
Adjustments for:
Amortisation of intangible assets 13 460 921
Depreciation of plant, property and equipment 12 2,314 2,370
Interest income 8 (141) (760)
(657,083) (714,185)
Changes In working capital:
Trade and other receivables (34,007) 376,159
Trade and other payables 1,568,710 1,515,182
Derivative financial instruments 15 684,049 (684,049)
Cash used in operations 1,661,889 493,107
Tax refunded/(paid) : ’ 93,731 (93,217)
Net cash generated from/(used in) operating activities 1,755,420 388,890
Cash flows from investing actlvities
Purchase of property, plant and equipment 12 (2,924) (2,397)
Net cash used In Investing activities (2,924) (2,397)
Cash flows from financing activities
Interest received 8 141 760
Net cash from financing activities 141 760
Net increase in cash and cash equivalents 1,752,837 - 398,253
Cash and cash equivalents at beginning of year 716,387 318,144
Cash and cash equilvalents at end of year 16 2,469,034 716,397

Non-cash transactions

During the year ended 31 December 2013 intercompany commission receivable from FxPro
Financial Services Limited amounting to £945,161 (2012: £789,840) was. netted of against the
payable to FxPro Financial Services Limited.

During the year ended 31 December 2013 an amount of £1,100,000 which was due for the
issue of share capital (Note 17), was netted off against the payable to FxPro Financial
Services Limited.

The notes on pages 13 to 37 are an integral part of these financial statements.

(12)



FxPro UK Limited

Notes to the financial statements

1 General information

Country of incorporation

FxPro UK Limited (the "Company") is incorporated and domiciled in the UK as a private
company with limited liability under the UK Company Law. its registered office is at 13-14
Basinghall Street, EC2V 5BQ, London, UK.

Principal activities

The Company is an online financial services entity and acts as the principal to its customers in
derivatives comprising Contracts For Differences ("CFDs") on cumency pairs, stocks, indices
and commaodities. The revenue of the Company is mainly derived from commission income
received from, FxPro Financial Services Limited and it is recognlsed by reference to the total
trading volume from all the Company's clients.

The Company operates under the license no. 509956 granted by the UK Financial Servioes
Authority (now “Financial Conduct Authority”). During 2012, the Company extended its FSA
license under which, the Company is now permitted to hold and control client money and act
as principal on client’s trades as a matched principal broker. Under the previous license, the
Company was licensed only for Arranging of Deals.

2 Summary of significant accounting policies

The principal accounting policies applied in the preparation of these financial statements are
set out below. These policies have been consistently applied to all years presented in these
financial statements unless otherwise stated.

Basis of preparation

The financial statements of the Company have been prepared in accordance with International
Financial Reporting Standards ("IFRS"), as adopted by the European Union (“EU"), IFRIC
Interpretations and the Companies Act 2006 applicable to companies reporting under IFRS.

As of the date of the authorisation of the financial statements, all International Financial
Reporting Standards issued by the international Accounting Standards Board (IASB) that are
effective as of 1 January 2013 have been adopted by the EU through the endorsement
procedure established by the European Commission.

The financial statements have been prepared under the historical cost convention as has been
modified by the revaluation of derivative financial instruments at fair value.

The preparation of financial statements in conformity with IFRSs requires the use of certain
critical accounting estimates and requires management to exercise its judgment in the process
of applying the Company's accounting policies. There were no areas involving a higher degree
of judgment or complexity, or areas where assumptions and estimates are significant to the
financial statements.

(13)



FxPro UK Limited
2 Summary of significant accounting policies (continued)

Basls of preparation {(continued)
Adoption of new and revised IFRSs

During the current year the Company adopted all the new and revised International Financial
Reporting Standards (IFRS) that are relevant to its operations and are effective for accounting
periods beginning on 1 January 2013. This adoption did not have a material effect on the
accounting policies of the Company with the exception of the following:

(i) Disclosures—Offsetting Financial Assets and Financial Liabilities - Amendments to
IFRS 7 (issued in December 2011 and effective for annual periods beginning on or after
1 January 2013). The amendment requires disclosures that will enable users of an
. entity’s financial statements to evaluate the effect or potential effect of netting
arrangements, including rights of set-off. The Standard resulted in additional
disclosures in these financial statements. Refer to Note 3.

At the date of approval of these financial statements a number of new standards and
amendments to standards and interpretations are effective for annual periods beginning after 1
January 2013, and have not been applied in preparing these financial statements. None of
these is expected to have a significant effect on the financial statements of the Company.

Revenue recognition

Revenue comprises the fair value of the consideration received or receivable for the provision
of online trading services in the ordinary course of the Company’s activities.

The Company recognises revenue when the amount of revenue can be reliably measured, it is
probable that future economic benefits will flow to the entity and when specific criteria have
been met for each of the Company's activities as described below. The Company bases its
calculation of revenue on historical results, taking into consideration the type of customer, the
type of transaction and the specifics of each arrangement.

Revenue earned by the Company is recognised on the foliowing bases:

(i) Service charge fee

The Company provides a number of services to FxPro Financial Services Limited. To

this effect there is a 70% fixed proportional recharge of administrative expenses

incurred by the Company to FxPro Financial Services Limited, mcludmg payroll and rent
expenses. The service charge fee was terminated in May 2012.

(i) Commission income

The Company received commission income from FxPro Financial Services Limited for
the introducing services offered. Up to May 2012, the commission was caiculated on a
monthly basis based on the total trading volume from all the UK clients' trading activity
and a fixed average spread as agreed between the two companies.

(14)



FxPro UK Limited

2 Summary of significant accounting policies {continued)
Revenue recognition (continued)

(ii) Commission income (continued)

After May 2012, the Company obtained a full license from the FCA (formerly “FSA”) to
operate as a regulated entity offering a number of brokerage services, including
transmitting and executing orders and holding client money (the previous license held
was only a license for arranging deals). As per the terms of the new license, the
Company can only act as a matched principal broker to its clients’ trades. Hence the
Company and FxPro Financial Services Limited have entered into an agresment based
on which all trades between the Company and its clients are hedged by entering into
off-set trades between the Company and FxPro Financial Services Limited. in
consideration of this agreement the Company receives commission on a monthly basis
based on the total trading volume of all the UK clients’ trading activity.

Forelgn currency translation

(1) Functional and presentation currency

items included in the Company's financial statements are measured using the currency
of the primary economic environment in which the entity operates (“the functional
currency”). The financial statements are presented in Sterling Pound (£), which is the
Company's functional and presentation currency.

() Transactions and balances

Foreign currency transactions are translated into the functiona! currency using the
exchange rates prevailing at the dates of the transactions or valuations where items are
re-measured. Foreign exchange gains and losses resuiting from the settiement of such
transactions and from the transiation at period-end exchange rates of monetary assets
and liabilities denominated in foreign currencies are recognised in profit or loss.

Current and deferred tax

The tax expense for the year comprises current tax. Tax is recognised in profit or loss, except
to the extent that it relates to items recognised in other comprehensive income or directly in
equity. In this case the tax is also recognised in other comprehensive income or directly in

equity, respectively.

The current income tax is calculated on the basis of the tax laws enacted or substantively
enacted at the balance sheet date in the country in which the Company operates and
generates taxable income. Management periodically evaluates positions taken in tax returns
with respect to situations in which applicable tax regulation is subject to interpretation. if
applicable tax regulation is subject to interpretation, it establishes provision where appropriate
on the basis of amounts expected to be paid to the tax authorities.

(15)



FxPro UK Limited

2 Summary of significant accounting policies (continued)
Current and deferred tax (continued)

Deferred income tax is recognised using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the financial
statements. However, the deferred income tax is not accounted for if it arises from initial
recognition of an asset or liability in a transaction other than a business combination that at the
time of transaction affects neither accounting nor taxable profit or loss. Deferred income tax is
determined using tax rates and laws that have been enacted or substantially enacted by the
statement of financial position date and are expected to apply when the related defemred
income tax asset is realised or the deferred income tax liability is settied.

Deferred income tax assets are recognised to the extent that it is probable that future taxable
profits will be available against which the temporary differences can be utilised.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to
offset current tax assets against current tax liabilities and when the deferred income tax assets
and liabifities relate to income taxes levied by the same taxation authority on the Company
where there is an intention to settle the balances on a net basis.

Property, plant and equipment

Property, plant and equipment are stated at historicatl cost less depreciation. Historical cost
includes expenditure that is directly attributed to the acquisition of property, plant and
equipment. Depreciation on property, plant and equipment is calculated using the straight line
method to allocate their cost to their residual values, over their estimated useful lives. The
annual depreciation rates are as follows:

2013 2012

% %

Office equipment 20 20
Computer hardware 3 3

The assetls’ residual values and useful lives are reviewed; and adjusted if appropriate, at each
statement of financial position date. An asset's carrying amount is written down immediately to
its recoverable amount if the asset's camying amount is greater than its estimated recoverable
amount.

Gains and losses on disposal of property, plant and equipment are determined by comparing
proceeds with carrying amount and are recognised in “other losses” in profit or loss.

Expenditure for repairs and maintenance of property, plant and equipment is charged to the
profit or loss of the year in which they were incurred. The cost of major renovations and other
subsequent expenditure are inciuded in the camrying amount of the asset or recognized as a
separate asset, as appropriate, only when it is probable that future economic benefits
associated with the item will flow to the Company and the cost of the item can be measured
reliably.
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2 Summary of significant accounting policies (continued)

Intangible assets

Purchased software is recognised as an intangible asset at cost when acquired. Subsequently
computer software is carried at cost less any accumulated amortisation and any accumulated
impairment losses. Costs associated with maintaining computer software programmes are
recognised as an expense as incurred. Development costs that are directly aftributable to the
design and testing of identifiable and unique software products controlled by the Company are
recognised as intangible assets when the following criteria are met:

¢ it is technically feasible to complete the software product so that it will be available for use;
s management intends to complete the software product and use or sell it;
* thereis an ability to use or sell the software product;

o: it can be demonstrated how the software product will generate probable future economic
benefits;

» adequate technical, financial and other resources to complete the development and to use
or sell the software product are available; and

. the expenditure attributable to the software product during its development can be reliably

measured. )

Directly attributable costs that are capitalised as part of the software product include the
software development employee costs and an appropriate portion of relevant overheads.

Other development expenditures that do not meet these criteria are recognised as an expense
as incurred. Development costs previously recognised as an expense are not recognised as an
asset in a subsequent period.

Computer software development costs recognised as assets are amortised over their
estimated useful lives, which does not exceed three years. Computer sofiware is included in
intangible assets in the statement of financial position.

Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to amortisation-and are tested annually
for impairment. Assets that are subject to depreciation or amortisation are reviewed for
impairment whenever events or changes in circumstances indicate that the camrying amount .
may not be recoverable. An impairment loss is recognised for the amount by which the asset's
carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an
asset’s fair value less costs to sell and value in use. For the purposes of assessing impairment,
assets are grouped at the lowest levels for which there are separately identifiable cash flows
(cash-generating units). Non-financial assets that suffered impairment are reviewed for
possible reversal of the impairment at each reporting date.

(17
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2 Summary of significant accounting policies (continued)
Financial assets

(a) Classification .

The Company classifies its financial assets in the following categories: financial assets at fair
value through profit or loss and loans and receivables. The classification depends on the
purpose for which the financial assets were acquired. Management determines the
classification of financial assets at initial recognition. .

{)] Financial assets at fair value through profit or loss

This category has two sub-categories: financial assets held for trading and those
designated at fair value through profit or loss at inception. A financial asset is classified
as held for trading if acquired principally for the purpose of selling in the short term.
Financial assets designated as at fair value through profit or loss at inception are those
that are managed and their performance is evaluated on a fair value basis, in
accordance with the Company's documented investment strategy. Information about
these financial assets is provided intemally on a fair value basis to the Company's key
management personnel. Derivatives are also categorized as held for trading. Assets in
this category are classified as current assets if they are either held for trading or are
expected to be realised within twelve months of the statement of financial position.

(ii) . Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market and for which there is no intention of
trading the receivable. They are included in curent assets, except for maturities greater
than twelve months after the reporting date. These are classified as non-current assets.
The Company's loans and receivables comprise “trade and other current receivables”
and “cash and cash equivalents” in the statement of financial position.

(b) - Recognition and measurement

Regular way purchases and sales of financial assets are recognised on trade-date which is the
date on which the Company commits to purchase or sell the asset. Investments are initially
recognised at fair value plus transaction costs for all financial assets not carried at fair value
through profit or loss. Financial assets carried at fair value through profit or loss are initially
recognised at fair value and transaction costs are expensed in profit or loss. Financial assets at
fair value through profit or loss are subsequently carried at fair value. Loans and receivables
are carried at amortised cost using the effective interest method.

Gains or losses arising from changes in the fair value of 'financial assets at fair value through
profit or loss’ category are presented in profit or loss within revenue in the period in which they
arise. Interest on receivables calculated using the effective interest method is recognised in
profit or loss within “finance income”.
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2 Summary of significant accounting policies (continued)
Derecognition of financial assets and liabilities

A financial asset or liability is generally derecognised when the contract that gives rise to it is
settled, sold, cancelled or expires.

(i) Financial assets

A financial asset is derecognised where the rights to receive cash flows from the asset
have expired; the Company retains the right to receive cash flows from the asset, but
has assumed an obligation to pay them in full without material delay to a third party
under a ‘pass-through’ arrangement; or the Company has transferred its rights to
receive cash flows from the asset and either (a) has transferred substantially all the
risks and rewards of the asset, or (b) has neither transferred nor retained substantially
all the risks and rewards of the asset, but has transferred control of the asset.

Where the Company has transferred its rights to receive cash flows from an asset and
has neither transferred nor retained substantially all the risks and rewards of the asset
nor transferred control of the asset, the asset is recognised to the extent of the
Company’s continuing involvement in the asset. Continuing involvement that takes the
form of a guarantee over the transferred asset is measured at the lower of the original
carrying amount of the asset and the maximum amount of consideration that the
Company could be required to repay.

(i) Financial llabilities

A financial liability is derecognised when the obligation under the liability is discharged
or cancelled or expires. Where an existing financial liability is replaced by another from
the same lender on substantially different terms, or the terms of an existing liability are
substantially modified, such an exchange or modification is treated as a derecognition
of the original liability and the recognition of a new liability, such that the difference in
the respective carrying amounts together with any costs or fees incurred are recognised
in profit or loss. 4

Offsetting financlal instruments

Financial assets and liabilities are offset and the net amount is reported in the statement of
financial position when there is a legally enforceable right to offset the recognised amounts and
there is an intention to settle on a net basis, or realise the asset and settle the liability
simultaneously.

Impairment of financial assets carried at amortised cost

The Company assesses at the end of each reporting period whether there is objective
evidence that a financial asset or a group of financial assets is impaired. A financial asset or a
group of financial assets is impaired and impairment losses are incurred only if there is
objective evidence of impairment as a result of one or more events that occurred after the initial
recognition of the asset (a “loss event”) and that loss event (or events) has an impact on the
estimated future cash flows of the financial asset or group of financial assets that can be
reliably estimated.
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2 Summary of significant accounting policies (continued)
Impairment of financial assets carried at amortised cost (continued)

The criteria that the Company uses to determine that there is objective evidence of an
impairment loss include:

« significant financial difficulty of the issuer or obligor;

¢ a breach of contract, such as a default or delinquency in interest or principal payments;,

« the Company, for economic or legal reasons relating to the borrower’s financial
difficulty, granting to the borrower a concession that the lender would not otherwise
consider;

e it becomes probable that the borrower will enter bankruptcy or other financial
reorganisation;

o the disappearance of an active market for that financial asset because of financial -
difficulties; or

» observable data indicating that there is a measurable decrease in the estimated future
cash flows from a portfolio of financial assets since the initial recognition of those
assets, although the decrease cannot yet be identified with the individual financial
assets in the portfolio, including:

() adverse changes in the payment status of borrowers in the portfolio;
(i) national or loca! economic conditions that correlate with defaults on the assets
in the portfolio.

The Company first assesses whether objective evidence of impairment exists.

For loans and receivables category, the amount of the loss is measured as the difference
between the asset’s carrying amount and the present value of the estimated future cash flows
(excluding future credit losses that have not been incurred) discounted at the financial asset’s
original effective interest rate: The carrying amount of the asset is reduced and the amount of
the loss is recognised in profit or loss. If a loan has a variable interest rate, the discount rate for
measuring any impairment loss is the current effective interest rate determined under the
contract. As a practical expedient, the Company may measure impairment on the basis of an
instrument’s fair value using an observable market price.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can
be related objectively to an event occurring after the impairment was recognised (such as an
improvement in the debtor’s credit rating), the reversal of the previously recognised impairment
loss is recognised in profit or loss.

Derivative flnanclal instruments

Derivative financial instruments which include Contracts for Differences on foreign currency
pairs, gold, stocks, indices and commodities, are initially recognised in the statement of
financial position at fair value on the date a derivative contract is entered into and are
subsequently remeasured at their fair value. Fair values are determined by the prices quoted
by the Company. Derivative financial instruments are recognised on the statement of financial
position as current assets when fair value is positive and as current liabilities when fair value is
negative. Derivative financial instruments form part of the Company’s operating activities. For
revenue recognition on derivative f nancial instruments refer to the accounting policy note
“revenue recognition”.
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2 Summary of significant accounting policles (continued)
Trade and other receivables

Trade and other current receivables are recognised initially at fair value and subsequently
measured at amortised cost, using the effective interest method, less provision for impairment.
A provision for impairment of trade and other current receivables is established when there is
objective evidence that the Company will not be able to collect all amounts due according to
the original terms of receivables. Significant financial difficulties of the debtor, probability that
the debtor will enter bankruptcy or delinquency in payments are considered indicators that the
trade receivable is impaired. The amount of the provision is the difference between the asset's
carrying amount and the present value of estimated future cash flows, discounted at the
original effective interest rate. The carrying amount of the asset is reduced through the use of
an allowance account, and the amount of the loss is recognised in profit or loss. When a trade
or other cumrent receivable is uncollectible, it is written off against the allowance account for
trade and other current receivables. Subsequent recoveries of amounts previously written off
are credited in profit or loss. Trade receivables also include balances with clients where the
‘(J:aluation of the financial derivative open positions results in an amount receivable by the
Company.

Share capital

Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares are shown in equity as a
deduction, net of tax, from the proceeds.

Provisions

Provisions are recognised when the Company has a present legal or constructive obligation as
a result of past events, it is probable that an outflow of resources will be required to settle the
obligation, and the amount has been reliably estimated. Provisions are not recognised for
future operating losses.

Provisions are measured at the present value of the expenditures expected to be required to
settle the obligation using a pre-tax rate that reflects current market assessments of the time
value of money and the risks specific 10 the obligation. The increase in the provision due to
passage of time is recognised as interest expense.

Operating leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the
lessor are classified as operating leases. Payments made under operating leases (net of any
incentives received from the lessor) are charged to profit or loss on a straight-line basis over
the period of the lease.

Trade and other payables

Trade and other payables are obligations to pay for goods or services that have been acquired
in the ordinary course of business from suppliers. Accounts payable are classified as current
liabilities if payment is due within one year period or less (or in the normal operating cycle of
the business if longer). If not, they are presented as non-current liabilities.

Trade and other payables are recognised initially at fair value and subsequently measured at
amortised cost using the effective interest method.
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2 Summary of significant accounting policies (continued)
Cash and cash equivalents

Cash and cash equivalents include cash in hand, cash at bank and deposits held at call with
banks.

Fiduciary activities

In order to render investment services to clients, the Company holds cash on behalf of clients.
The cash is kept in segregated bank accounts in the Company’s name on behalf of its clients
and these accounts are held by the Company in a fiduciary capacity and are not included as
part of the Company’s assets and liabilities in the financial statements.

3 Financial risk management

The financial risk management of the Company is carried out by the Risk Management
Committee (the “Committee”).

The primary objective of the Committee is to oversee the overall management of all risks
including market risk, credit risk and liquidity risk. It also has the responsibility to review and
recommend the risk management policies, set the risk tolerance limits and ensure
infrastructure, resources and systems are in place for risk management.

The Committee is primarily responsible for the effective and optimum operation of the risk
management function within the Company including agsessment and recommendation of risk
management strategies and policies to be submitted to the Board for approval.

The Committee is also in charge of the risk management governance and the organisational
structure of the Company. It has to ensure the existence of clear and independent reporting
lines and responsibilities for the overall business activities and risk management functions, as
well as institute an independent review of the Company's risk management infrastructure,
capabilities, environment and processes.

Additionally, the Committee is responsible to evaluate the risk management processes,
systems and internal controls and review whether the risk exposures are in line with the risk
management strategy. It is also responsible to review the adequacy of tools, systems and
resources for the successful execution of risk functions within the Company and evaluate
contingency plans for dealing with various extreme internal/external events and disasters.

31 Financial risk factors

The Company’s activities expose it to a variety of financial risks: market risk (including
price risk, foreign exchange risk, cash flow and fair value interest rate risk), credit risk
and liquidity risk.

{a) Market risk
{i) Price risk

Exposure to market price risk, arises from fluctuations in foreign currencies,
commodities, gold and equity securities due to the open positions on CFDs held
by the Company as counterparty to its customers and classified on the
statement of financial position as derivative financial instruments. The Company
itself does not take proprietary positions based on an expectation of market
movements.
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3 ‘Financial risk management (continued)

31 Financial risk factors (continued)
(a) Market risk (continued)
(] Price risk (continued)

As per the terms of its license, the Company can only act as a matched principal
broker to its clients trades, hence has entered into an agreement with FxPro
Financial Services Limited, based on which all trades between the Company
and its clients are hedged by entering into off-set frades between the Company
and FxPro Financial Services Limited. As a result of the above, the Company is
not exposed to price risk because each transaction with the client is fully hedged
by off-set trades between the Company and FxPro Financial Services Limited.

(i) Foreign exchange risk

Foreign exchange risk, which arises primarily with respect to the Euro, derives
from future commercial transactions and recognised assets and liabilities
denominated in a currency that is not the Company’s functional currency.

At 31 December 2013, if the Sterling Pound (£) had weakened/strengthened by
10% against the Euro with all other variables held constant the pre-tax loss for
the year would have been £37,886 (2012; £60,886) higher/lower, mainly as a
result of foreign exchange losses/gains on the translation of Euro denominated
payable balances.

Management monitors the exchange rate fluctuations on a continuous basis and
acts accordingly.

(iii) Cash flow and fair value interest rate risk

The Company'’s cash flow interest rate risk arises from its trading activities and
more specifically from the interest charged on the derivative financial

- instruments (both assets and liabilities) that remain open ovemight. Other
financial assets and liabilities held at fixed interest rates expose the Company to
fair value interest rate risk, however this risk is insignificant to the Company as
these assets/liabilities are not material.

The interest rate risk profile of the Company’s financial assets and liabilities as

at the statement of financial position date was as follows:
31 Docember 31 December

2013 2012
£ £

Variable bearing financlal assets and liabllities:
Cash and cash equivalents {Note 18) 300,886 300,744
Derivative financlal instruments — agsets (Note 15) - 779,200
Derivative financia! instruments — liabilities (Note 15) - (95,151)

300,886 984,793

interest on derivative financial instruments classified as floating is re-priced at
intervals consistent with the re-pricing intervals of the LIBOR. Other financial
instruments of the Company that are not included in the above tables are non-
interest bearing and are therefore not subject to interest rate risk.
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3

3.1

Financlal risk management (continued)

Financial risk factors {continued)
(a) Market risk (continued)
(lii) Cash flow and fair value interest rate risk (continued)

No sensitivity analysis is presented for interest rate risk as the impact of
reasonably possible market movements on the Company’s pre-tax profit are not
significant to the Company’s financial performance and position.

(b) Creditrisk

Credit risk is the risk of loss that the Company would incur if the counterparty in a
transaction failed to perform its contractual obligations.

Credit risk arises from derivative financial instruments and deposits with banks and
financial institutions, as well as from credit exposure to customers, including
outstanding receivables. For banks and financial institutions, only parties whom
management has intemally assessed as financially healthy and stable are accepted. If
there is no independent rating, the Committee assesses the credit quality of the
counterparty, taking into account its financial position, past expsrience and other
factors. Individual risk limits are set based on internal or external ratings in accordance:
with limits set by the Board. Transactions with customers are settled using major credit
cards and banks or financial institutions specialising in online transferring of funds and
transactions.

The credit risk in respect of customers arises from a customer’s trading position going
into deficit through incurring a loss in excess of the required margin deposit. This credit
risk relates to the derivative financial instruments traded by the Company. However,
policies and tools are used including manual and automatic stop outs in order to
prevent open positions exceeding its margin set by the Company.

Extension of credit or material change to a credit facility to any counterparty requires
approval at the appropriate authority level. In addition to the regular review of
counterparties and their respective credit limits, other measures are undertaken to
further mitigate credit risk including margin rules. At margin levels less than 10%, the
Company has a discretionary right to begin closing positions starting from the most
unprofitable. If the margin level is equal or less than 5%, all positions are automaticaily
closed at market price to prevent the account going into deficit.

In addition, the Company continually monitors its risk to make sure that no high
concentration exposure is due to only a few clients.

The carrying amount of financial assets represents the maximum credit exposure
without taking into account any balances held as required margin for open trading
positions in CFDs. The maximum exposure to credit risk at the statement of financial
position date is presented in the table below:

2013 2012
, £ £

Credlt risk by category
Derivative financial instruments- with customers - 779,200
Cash at bank 2,468,968 716,197
Trade receivables due for collection 13,888 16,871
2,482,856 1,512,268

(24)
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3

3.1

Financial risk management (continued)

Financlal risk factors (continued)
(b) Credlt risk (continued)

Trade receivables due for collection is shown separately in the table above since this
amount represents profits from clients' trading in CFDs which, as of the statement of
financial position date, the Company had not transferred to its own bank accounts from
the clients' bank accounts held in a fiduciary capacity by the Company itself.

No credit limits were exceeded during the reporting beriod and management does not
expect any losses from non-performance by these counterparties. For further details on
credit risk, refer to Note 11.

{c) Liquldity risk

The finance department monitors rolling forecasts of the Company’s liquidity
requirements based on expected cash flows in order to ensure it has sufficient cash to
meet its operational needs, under both normal circumstances and stressed conditions.

Surplus cash held by the Company over and above the balance required for working
capital management are deposited in interest bearing accounts and short term time
deposits, choosing deposits with appropriate maturities or sufficient liquidity to provide
sufficient head-room as determined by the above mentioned forecasts.

The table below analyses the Company’s non-derivative financial liabilities and net-
settled dernivative financial liabilities into relevant maturity groupings based on the
remaining period at the statement of financial position date to the contractual maturity
date. Derivative financial liabilities are included in the analysis if their contractual
maturities are essential for an understanding of the timing of the cash flows. The
amounts disclosed in the table are the contractual undiscounted cash flows. Balances
due within 12 months equal their carrying balances as the impact of discounting is not
significant.

Less than 1 Between
year 2- 5 years
£ £

31 December 2013

Trade and other payables 2,092,892 e

Less than 1 Botween 2-5
year years
£ £

31 December 2012
Trade and other payables 1,810,358, 34,685
Derivative financial instruments - with customers 95,151 x
1,805,509 34,685

The Company's trading portfolio of derivative financial instruments with negative fair
value has been included at their fair value of £95,151 in the year ended 31 December
2012 within the less than 1 year time bucket as it is considered that the fair values
represent the expected cash outflows. The Company also has derivative financial
instruments with positive fair value whose expected cash flow is also in the same time
bucket as at 31 December 2012, of up to 3 months and this amounts to £779,200.
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3.1

3.2

Financial risk management (continued)

Financial risk factors (continued)
(c) Liquidity risk (continued)
Prudent liquidity risk management implies maintaining sufficient cash and cash

equivalents and the ability to close out market positions. Management maintains
fiexibility in funding by maintaining availability of cash and cash equivalent reserves.

Falr value estimation

The table below analyses financial instruments carried at fair value by valuation
method. The different levels have been defined as follows:

« Quoted prices (unadjusted) in active markets for identical assets or liabilities
(level 1).

. Inputs other than quoted prices included within level 1 that are observable for
the asset or liability, either directly (that is, as prices) or indirectly (that is,
. derived from prices) (level 2).

¢ Inputs for the asset or liability that are not based on observable market data
(that is, unobservable inputs) (level 3).

The following table presents the Company’s assets and liabilities that are measured at
fair value. }

31 December 2013 ’ Level 2 Total balance
£ £

Assets

Derivative financial instruments (Note 3.3) . .

Liabllities

Derivative financial instruments (Note 3.3) - e

31 December 2012 Level2  Total balance
} ) €

Assets

Derivative financial instruments 778,200 779,200 -

Liabilities

Derivative financial instruments 95,151 85,151

The fair value of the CFDs on financial instruments that are not traded in an active
market is determined by using valuation techniques. The Company uses a variety of
methods and makes assumptions that are based on market conditions existing at each
statement of financial position date. The Company uses mainly estimated discounted
cash flow models to determine the fair value for the financial instruments which are not
traded in an active market. If all significant inputs required to fair value an instrument
are observable, i.e. CFDs on forex, the instruments are included in level 2.

Specific valuation techniques used to value derivative financial instruments include:

¢ The fair value of CFDs on stocks is calculated as the present value of the gain/floss
calculated based on quoted market values.

« The fair value of CFDs on forex, precious metals, commodities and indices is
calculated as the present value of the gain/loss calculated based on observable
market values.
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3 Financial risk management (continued)

3.2 . Fair value estimation.(continued) -

The camying value less impairment provision of all financial assets and financial
liabilities not carried at fair value, including trade receivables, are assumed to
approximate their fair values. The fair value of financial liabilities for disclosure
purposes is estimated by discounting the future contractual cash flows at the current
market interest rate that is available to the Company for similar financial instruments.

3.3  Offsetting financlal assets and llabllities

Financial instruments subject to offsetting, enforceable master netting and similar
arrangements are as follows at 31 December 2013:

Gross Gross Netamount  Amounts subject to Net amount
amounts  amounts after master netting and of
before sot oft offsstting similar arrangements exposure
offsetting In in the In the not set off in the
the statement statement statement of financial
statoment of financial of financlal itton
of financlal position position Financial Cash
position instru- collateral
(c) = (a) - (b) ments received
@) (v () (c)-(d)-(e)
£ £ £ £ £ £
ASSETS .
Derivative financlal agset 3,865,184 3,865,184 - i - *
TOTAL ASSETS SUBJECT TO
OFFSETTING, MASTER NETTING 3,865,184 3,865,154 - - - -
AND SIMILAR ARRANGEMENT
Gross Gross Net amount Amounts subject to . Net amount
amounts amounts after master notting and ot
bofore setoff  offsetting  similar arrangements exposure
offsetting [n In the In the not set off In the
the statement statoment  atatement of financlal
statement of financla) of financial itlon
of financlal position position Financial Cash
position instru- coliateral
{c) = (a) - (b) ments recealved
@) (d () _{0)-(d)-(e)
£ £ £ £ £ £
LIABILITIES
Derivative financia! liabllity 1,770,226 1,770,226 = - - -
Advances of net unrealised revenue 2084868 2,084,868 - - - -
TOTAL LIABIUTIES SUBJECT TO
OFFSETTING, MASTER NETTING 3.865.184  3.865.194 - -
AND SHMMILAR ARRANGEMENT

The amount set off in the statement of financial position reported in column (b) is the
lower of (i) the gross amount before offsetting reported in column (a) and (ii) the amount
of the related instrument that is eligible for offsetting. Similarly, the amounts in columns
(d) and (e) are limited to the exposure reported in column (c) for each individual
instrument in order not to understate the ultimate net exposure.

The Company reserves the right, at any time and at the Company’s sole discretion, to
set-off any unrealised losses incurred in respect of an open position against any of the
client money that is held by the Company to the client's credit.
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4 Revenue

Intercompany commissions (Note 19()))
Intercompany service charge fee (Note 19(i))

5 Expenses by function and nature

Adminlistrative expenses:
Property rent, rates and insurance

Auditors’ remuneration

Staff costs (Note 7)

Professional fees

Recruitment expenses

Utilities

Travel and hospitality expenses

Fees incurred on transaction processing and other tmdmg expenses
Data feed processing

Motor vehicle expenses

Depreciation (Note 12)

Amortisation (Note 13)

Other expenses

Total administrative expenses

2013
945,161

946,161

2013
£

226,689
19,240
846,495
57,108
1,928
38,217
13,6836
27,310
36,148
12,925
2,314
480
139,445

1,421,913

2012
£

532,152
257,788

789,840

2012
£

264,975
19,269
767,557
66,840
69,045
42,490
23,105
17,139
9,202
4,549
2,370
921
136,624

1,423,976

Auditors’ remuneration is comprised of £10,400 relating to the financial statement audit of
FxPro UK Limited and £8,840 relating to other services for iXBRL and Client Monies.

6 Other IoSses

Net foreign exchange transaction losses on operating activities

7 Staff costs

Wages and salaries
Sacial security costs

2013

83,088

2012

83,440

2012
£

682,970
84,587

767,557

The monthly average number of empioyees during the year ended 31 December 2013 was 11

(2012: 13).
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8 Finance income

2013
£
Bank interest income 141

9 Income tax expense
2013
£

Current tax credit:

Corporation tax ) 93,731

. 2012

760

2012
£

2,962

The tax on the Company'’s loss before tax differs from the theoretical amount that would

arise using the applicable tax rates as follows:

2013

£

Loss before tax (659,696)
EERER——

_ Tax calculated at the applicable corporate tax rate (111,939)

Impact of losses carried forward for which no deferred tax asset is

Recognised 111,939
Income not subject to tax | ) -
Expenses not deductible for tax purposes . -
Tax refund from tax authorities ) (93,731)

Income tax credit T 83t

The weighted average applicable tax rate was 20% (2012: 20%). -

- 2012
£

(716.716)

(143.343)
140,381

2,862

During the year, UK Corporation tax rates changed, as previously enacted, from 24% to 23%
from 1 April 2013. A further reduction to the main rate to reduce the rate to 21% from 1 April
2014 and to 20% from 1 April 2015, has been substantively enacted at the statement of

financial position date. ‘ :
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10 Financial Instruments by category

The accounting policies for financial instruments have been applied to the line items

below:

31 December 2013

Assets as per statement of financial position:

Trade and other receivables (excluding prepayments) {(Note 14)
Cash and cash equivalents (excluding cash in hand) (Note 16)

Total

31 December 2013
Llablilities as per statement of financlal position:
Trade and other payables (Note 18)

31 December 2012 .

Assots as per statoment of financlal position:

Trade and other receivables (excluding prepayments) (Note 14)
Derivative financial instruments (Note 15)

Cash and cash equivalents (excluding cash in hand) (Note 16)

Total

31 Decomber 2012

Liabilities as per statement of financlal position:
Trade and other payables (Note 18)

Derivative financial instruments (Note 15)

Total

Assets at fair
Loans and  value through .
receivables profit or loss Total
£ , £ £
13,888 - 13,888
2,468,968 - 2,468,968
2,482,856 - 2.482,858
Liabilities at
Other ‘fair value
financial, through profit
liabilities or loss Total
£ £ £
2,092,892 - 2,092,892
Liabilities at
fair value
Loansand . through profit
receivables or loss Total
£ £ £
16,871 . 16,871
- 779,200 779,200
716,197 - 716,197
733,088 779,200 1,512,268
. Liabitities at
Cther fair value
financial ~ through profit
. liabilities orloss Total
£ £ £
1,624,182 - 1,624,182
- 95,151 95,151
1,624,182 1,719,333

95,151
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FxPro UK Limited

11 Credit quality of financial assets

The credit quality of financial assets that are neither past due nor impaired can be assessed

by reference to external credit ratings (if available) or to historical information about

counterparty default rates:

Fully parforming trade receivables: "
Counterparties with external credit rating
A2
A3

Total non-impaired trade receivables
Fully performing derivative financlal instruments:

Counterparties with extemal credit rating:
A2

Total fully performing derivative financial Instruments

Cash at bank and short-term bank deposits'!;
A2
A3

2013 2012
£ £

s 16,871

13,888 -
13,888 16,871
— Smm—
2013 2012

£ £

- 779,200

. 778,200

2013 2012

£ £
346472 716,197
2,123,498 -
2,468,968 718,197

{1) Trade receivables and derlvailve financlal instruments canry the credit risk of the banks in which the cilent’s funds are

deposited as they are held by the Company in a fiduciary capacity.

(2) The rest of the statement of financial position item “cash and cash equivalents” I3 cash in hand.

None of the financial assets that are fully performing has been renegotiated in the last

year and no balance that is past due or impaired exists. No collateral is heid for the

financial assets disclosed above.
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12 Property, plant and equipment

Office Computer
equipment hardware Total
£ £ £
Cost: . '
At 1 January 2012 2,742 1,004 3,838
Additions 1,808 . 491 2,397
At 31 December 2012 4,848 1,585 6,233
Additions 798 2,126 2,924
At 31 December 2013 ' 5,448 3,711 9,157
— Sg— L]
Accumulated Depreciation:
At 1 January 2012 - - .
Charge for the year 1,478 892 2,370
At 31 December 2012 1,478 892 2,370
Chargs for the year (Note 5) 1,089 1,225 2,314
At 31 December 2013 2,587 2,117 4,684
Carrying amount: . )
At 31 December 2012 3,170 693 3,863
At 31 December 2013 2,879 1,584 4,473
- ] L1 S
13 Intangible assets
Computer
software Total
. £ £
Cost:
At 1 January 2012 1,381 1,381 .
Additions . - =
At 31 December 2012 : ) 1,381 1,381
Additions - s
At 31 Decembar 2013 o138 1,381
Accumulated Amortisation: :
At 1 January 2012 - -
Charge for the year 921 921
At 31 December 2012 921 921
Charge for the year (Note 5) 480 460
At 31 December 2013 ) 1,381 1,381
s EEEETR— L]
Carrying amount: :
At 31 December 2012 480 460
S L}
At 31 December 2013 . =
L] ]
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14 Trade and other receivables

2013 2012

£ £

Trade receivables 13,888 16,871
Prepayments 79,740 42,750

93628 59,621

The fair values of trade and other receivables on 31 December 2013 and 31 December 2012
approximate their current values.

Trade receivables carry the credit risk of the banks that the clients’ cash is deposited and held
by the Company in a fiduciary capacity as these relate to profits from clients' trading in CFDs
which as of the statement of financial position date, the Company had not transferred from the
clients' bank accounts. Concentrations of credit risk with respect to trade receivables are
limited due to the Company's policy to restrict any losses that a client can suffer from CFDs to
the cash margin held for each client by the Company under fiduciary agreements. Due to this
factor, management believes that no credit risk for collection losses is inherent in the
Company's trade receivables.

The carrying amounts of the Company’s trade and other receivables are denominated in the
following currencies: .

2013 2012

£ £

Pound sterling : 90,777 42,762
Other currancies 2,851 16,859

83,628 59,621

15 Derlvative financlal instruments

Derivative financial instruments are primarily open positions on contracts for differences
(CFDs) in which the Company acts as the counterparty to positions held by the Company’s
customers at the year- end. These instruments become favourable (assets) or unfavourable
(liabilities) as a result of fluctuations in foreign exchange rates and in fluctuations of the quoted
prices of the underlying shares, commodities and precious metals, relative to their terms. The
aggregate contractual or notional amount of these financial instruments on hand, the extent to
which instruments are favourable or unfavourable, and thus the aggregate fair values of
derivative financial assets and liabilities, can fluctuate from time to time. The fair value
measurement of these derivative financial instruments is based on the prices quoted by the
Company which are derived from directly observable exchange rates and quoted prices
obtained from stock exchanges. Derivative financial instruments are the unrealised gains/
losses forming part of the trading revenue of the Company.

On 1 June 2012 the Company entered into a service level agreement with FxPro Financial
Services Limited according to which all trades between the Company and its clients are
hedged by entering into off-set trades between the Company and FxPro Financial Services
Limited and are settled on a daily basis. ‘
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15 Derivative financial instruments (continued)

The Company withdraws 100% of the cumulative unrealised net trading revenue from clients
each day and the derivative assets and liabilities are offset against the advances of unrealised
net trading revenue. The Company has a legal right to offset derivative financia! instruments
against advances from unrealised net trading revenues based on the terms of the agreement
with its clients. As a result the derivative financial assets and liabilities and advances of
unrealised net trading revenue are netted-off on the statement of financial position hence no

derivative financial instruments are presented on the statement of financial position.

The fair values of these derivative financial instruments held are set out below:

31 December 2013 Contractual/
notional amount

£

CFDs 174,811,000

Less: Non-current portion

Current portion
31 December 2012 Contractual/
notional amount
£
CFDs ' 56,009,861

Less: Non-current portion

Current portion.

Assets Liabllitles
£ £
Assots Liabilities
. £ £
779,200 95,151
779,200 95,151

The maximum exposure to credit risk at the reporting date is the carrying value of the
derivative financial instruments (asset) mentioned above. None of the derivative financial
instruments is either past due or impaired. This exposure to credit risk is mitigated by the right

of the Company to unilaterally close out any clien; position.

Derivative financial instruments are presented within the section of operating activities as part
of changes in working capital in the statement of cash flows. Changes in the fair value of
derivative financial instruments are recorded on the face of the statement of comprehensive

income, as part of trading revenue.

16 Cash and cash equivalents

Cash and cash équivalents include the following for the purposes of the statement of financial

position and the statement of cash flows:

Cash at bank and in hand
Short-term bank deposits

2012

2013
£ £
2,168,149 415,653
300,885 300,744
2,489,034 716,397
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16 Cash and cash equivalents (continued)

The cash and cash equivalents are analysed in the following currencies:

31 December

2013

£

Pound sterling 852,049
Euro 1,002,349
US Dollar 467,846
Other currencies 146,790
2,469,034

Non-cash transactions

31 December
2012
£

716,397

716,397
L]

During the year ended 31 December 2013 intercompany commission receivable from FxPro
Financial Services Limited amounting to £945,161 (2012: £789,940) was netted of against the

payable to FxPro Financial Services Limited.

During the year ended 31 December 2013 an amount of £1,100,000 which was due for the
issue of share capital (Note 17), was netted off against the payable to FxPro Financial Services

Limited.
17 Share capital
Number of Share
shares Capital
£

Authorised, issued and fully pald:
At 1 January 2012/31 December 2012 300,000 300,000
Shares issued and fully paid during the year 1,100,000 1,100,000
At 31 Decomber 2013 1,400,000 1,400,000

Total

300,000
1,100,000

1,400,000

The total authorised number of ordinary shares as at 31 December 2013 was 1,400,000
(2012: 300,000) with a par value of £1 per share. All issued shares are fully paid.
On 28 January 2013, the Board of Directors resolved to increase the authorised and issued

share capital of the Company by 800,000 shares of £1 per share.

On 21 May 2013, the Board of Directors resolved to increase further the authorised and issued

share capital of the Company by 300,000 shares of £1 per share.

18 Trade and other payables
2013
£
Advances of unrealised net trading revenue -
Payable to related parties (Note 19(iv)) 1,898,556
Trade payables 8,230
Other payablas and accrued expenses 86,108
2,092,892
L]

2012
£

684,049
910,256
14,877
15,000

1,624,182
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18 Trade and other payables (continued)

Advances of unrealised net trading revenue include all amounts due by the Company in
respect of client money withdrawn relating to unrealised profits (Note 15).

The fair value of trade and other payables on 31 December 2013 approximate their caitying
amount at the statement of financial position date.

19 Related party transactions and ultimate parent undertaking

The Company is directly controlled by FxPro Group Limited, registered in Guernsey, which
owns 100% of the Company’s shares and is controlled by a number of individuals, none of
which has a controlling interest. Copies of FxPro Group Limited financial statements can be
obtained from the Company Secretary at P.O. Box 25, Regency Court, Glategny Esplanade, St
Peter Port, Guersney, GY1 3AP Channel iIslands. This is the smallest group for which
consolidated financial statements are prepared.

The following transactions were carried out with related parties:

() Sale of services

2013 2012
£ £

Company under common control: : .
Commissions (Note 4) 945,161 532,162
Service charge fee (Note 4) - 257,788
946,161 789,840

The service charge fee which related to a 70% recharge of administrative expenses
incurred by the Company to FxPro Financial Services Limited was terminated during
2012.

(i) Key management personnel compensation

The compensation of key management personnel and the close members of their |
family is as follows:

2013 2012

£ £

Salaries and other short-term employee bensfits 621,465 328,023
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19  Related party transactions and ultimate parent undertaking (continued)

(iii) Directors’ remuneration

. The total remuneration of the Directors (included in key management personnel

compensation above) was as follows:

Fees

Highest pald director:
Total amount of emoluments and amounts receivable
under long-term incentive schemes

{ilv) Year-end balances

Payable to entity under common control (Note 18)

2013 2012

£ £
415,132 174,231
2013 2012

£ £
204,468 79,892
2013 2012

£ £
1,996,656 910,256

_ The above payable balance bears no interest, is not secured and is payable on

demand.

20 Events after the statement of financial position date

There were no post statement of financial position events that require adjustments or

disclosure in these financial statements.
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