20200 Annve] Finenda] Report

(Rer the year cnele) S0 Ve 2070

Repperstonellimited

LLMAIETI

07/06/2021
COMPANIES HOUSE




‘Table df conténts_

Cbmpany profile and information I ...... S SO v e 1
‘Strategic report ................... i ......................... Crvvevismennnn 2
Directofs’ report ................. S S i
Directors’ responsibility statement — S N eonnnisnD
A ‘ Indépendeht auditor’s fepbyt to the members of Pepperstone (H13 14510 PR— 10
Statement of profit and 10SS......ccc.cvvvveen R SO PPN e 12
Statement of financial POSIEION..crrverecrveresrivennnnes | .......................... rvenesnssssreenssenes 13
Statement of changes in equIty...comrrenn. ..................... et reesrere s 14
Notes to the financial stétements e . ..... OSSP — S— 15



.

Company profile and information

" Profile

Pepperstone Limited (the "Company”) is a limited com'pany-registered in England and Wales. The Company is a wholly owned
subsidiary of Pepperstone Group Limited ("Pepperstone” or the “Parent”, and collectively, the “Group”). Pepperstone is a provider,
of online over-the-counter trading services based in Australia, offering a wide range of financial products to professional and

retail investors.

Directors

Sawvakis loannou
Tamas Szabo
Robert Bowen:

Auditor

Ernst & Young LLP
25 Churchill Place
- London E14 SEY
United Kingdom |

"Registered office
70 Gracechurch Street
London, EC3V OHR
United Kingdom -

Registration number
08965105 - '

appointed 19 July 2017 .
appointed 9 January 2018
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Strategic report

The directors present their strategic report for the Company for the year ended 30 June 2020.
The Company is a wholly owned subsidiary of Peppersfone Group Limited (the “Parent”), which is aleo its immediate parent.

Principal Activities

The Company’s principal activity is to onboard retail and professional clients’ for the purpose of prowdlng a platform for clients
to buy and sell leveraged spot foreign exchange (“FX") and Contract-For-Difference (“CFD") products. The Company has no traded
market risk as all market risk is borne by the Parent As part of this process clients deposrt monies dlrectly with the Company.

Review of the business and future developments
The Company is authorised and regulated by the Financial Conduct Amhonty ("FCA").

The Company has had strong performance and a sustained period of growth during the year. The Company earned revenue from
commissions and spreads against rolling spot foreign exchange, CFDs and spread bets achieving revenues of £12,745,702 (2019:
£6,880,403) across a client base of 7,652 as at 30 June 2020 (2019: 5,219). .

" The Company s profit before tax was £7,747,818 as at 30 June 2020 (201 9: £3,206,144).

As at the year ended 30 June 2020, the balance of cllent funds held within segregated accounts was £14,636,692 (2019 ’
£17,018,566).

Whilst future predictions and trerids are difficult to make, the Company is fuily committed to developing an offering that appeals
to professional traders and retail clients who are generally more expenenced and better informed about denvatlves and financial
markets than the average person.

During the year the Company implemented improvements in its systems and operations which allowed the Company and the

_group to view its revenue on a granular basis. Following this development, the Company entered into an agreement with the
parent entity to earn the full raw spread on its hedged deals on top of its spread mark-up passed onto the clients, resulting in
higher revenue earned in the year despite lower volumes traded in the year.

The Company also saw an increase in clients during the year as well as introducing spread betting as a new product offering.

" An interim dividend of £3,362,600 was paid dunng the year in March 2020 (2019: £1,976 552) No final dividend was declared or
paid during the year (2019: £1,000,490).

Principal risks and uncertainties

The Company is exposed to a variety. of risks as a result of daily. operations and the industry in which the Company operates.
These risks are monitored constantly to ensure that the risk appetite of the Company is not exceeded. The risks faced by the
Company are analysed below. These risks are also analysed in greater depth in Note 19 financial instruments.

Foreign Exchange Risk
The Company incurs market risk on foreign currency movements on its own cdsh assets & liabilities held in forelgn currenmes
The Company monitors its exposure on a day to day basis and hedges its exposure if required.

Cash Flow Risk

The Company is in its infancy and one of the key risks is ensuring that there is sufflcnent cash flow to malntaln operations. The
Company has the support of its Parerit to ensure all financial liabilities and outgoings are met on a timely basis, whilst malntalnmg
sufficient capital adequacy .

. Market Risk
The Company has no traded market risk as all market risk is borne by the Parent. .

Credit Risk .
Credit risk is one of the principal risks the Company faces. Credit risk exposure relating to financial asset receivables arises from
the potential non-performance by counterparties of contract obligations that could lead to financial losses for the Company.

It is the Company'’s policy not to grant credit to clients. Insofar as that underlying contracts represent a leveraged trading service,

the “credit” applicable to the client’s account is limited to the amount of margin within that account, as such there is minimal
exposure to the Company
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Strategic report

Operational Risk :

Operational risk is defined as any instance where there is potential or actual impact to the Company resulting from inadequate
or failed internal processes, people, systems or external events. The impacts can be elther financial or non—flnancral such as
client money, customer detriment, reputatronal or regulatory consequences.

To mitigate these risks, daily backups are made on servers established outside the office to be able to continue its core operations
in the case of unforeseen events. Concentration risk is minimised through the use of multiple alternate service providers. Controls
*. ‘and governance frameworks are ih place to minimise risk of human error.

. , .
The Company has Professional Indemnity Insurance in place to mitigate other operational risks.

Liquidity and Capital Risk

Liquidity risk is the risk that liabilities cannot be met when they fall due or can only be met at an uneconomic price. In order to
maintain a liquidity position in line with FCA requirements, the Company measures liquidity risk with a variety of measures,
including regular stress testing, cash flow monitoring, and reporting to both the Company and Group boards.

Cryptocurrency Risk :

Pepperstone trades CFDs on various cryptocurrencies but not the underlying coins or tokens themselves. The Company offers
over-the-counter (*OTC") contracts to clients and -does not physically own any cryptocurrencies itself. Clients speculate on the
rise and fall of the prices of these instruments and do not ever take ownership of the underlying asset.

As such, cryptocurrencies are subject to the same risks as any of the other CFD and FX products that Pepperstone offers.
However, given the relative immaturity of cryptocurrencies, the risks may be magnified i.e. the underlying instruments will be .
considerably less liquid than other more established instruments and may therefore, be more volatile and / or thinly traded among
fewer counterparties. As a result, we offer higher margm levels for these products to mitigate the risk.

©

Due to new FCA guidance, from 15t December 2020, the Company will no longer offer cryptocurrency products to retail clients.

Interest Rate Risk .
The Company has limited exposure to interest rate risk on its cash positions and borrowrngs Cash is held in non-rnterest-bearmg
current accounts. The Company has access to overdraft facilities which are currently not being utrllsed

Conduct Risk

Conduct risk is the risk of not delwenng fair customer outcomes. The Company will be exposed to the financial costs and
regulatory consequences of not meeting customers’ needs, such as: poor product design, products not being clearly and fairly
described or products and services not performing in line with how they were marketed and sold to customers. Conduct risk is
managed in line with the overall risk management framework as described in the Operational risk section above.

Reputational Risk
One of the most important factors in attracting clients in our sector is the reputation that each company has and how it is
perceived. The risk of loss of reputation arising from the negative publicity relating to the Company's operations (whether true or
false) may result in a reduction of its clientele, reduction in revenue and / or legal cases against the Company. )
Brexit
The Company has carefully considered- the Brexit issues and the potential |mpact to its business strategy going forward.
Passporting rights into the European Economic Area ("EEA") will not be available from 15t January 20201, therefore the Parent
has established German and Cypriot entities-and has embarked on a full license application under BaFin (Federal Financial
. Supervisory Authority) and .CySEC (Cyprus Securities and Exchange Commission) respectively. The applications for these
licences were granted in August 2020 and are expected to go live before the Brexit date of 31 December 2020.

The combination of the two licenses will enable all EEA (non-UK)'clients to be onboarded and serviced via these entities. This will
enable Pepperstone to continue expanding its European operations and services.

Covid-19 ’

Covid-19 has had far reaching impacts across the global economy. Whllst many companies are experiencing hardships,
Pepperstone has been largely unimpacted. Indeed, average volume traded between FY19 and FY20 saw a slight decrease of 8%,
however this reduction in volume was offset by the increase in spread betting products traded which generate hlgher spread
revenue for the Company. Active users have increased over the last 12 months despite the Covid situation.
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' Strategic report.
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Events after the balance sheet date
Details of material events since the balance sheet date are contained in note 21 to the fmancnal statements.
- N
o Pillar-3

Pillar 3 regulations require disclosure of the Company s capital, nsk exposures and risk management polncnes per Part 8 Title 1
of the Capital Requirements Regulation 575/2013. .

' The Pillar 3 disclosures are publicly available from www.pepperstone.com.

Approval
This report was approved by the Board and ssgned on |ts behalf by: .

Savvakis loannou
Director
21 October 2020

70 Gracechurch Street i o . [

London, EC3V OHR
~ United Kingdom
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Directors’ report

The directors present their annual report and the audited financial statements for the yeé} ended 30 June 2020.

Directors

The directors who served throughout the year were as follows:

Savvakis loannou appointed 19 July 201 7
Tamas Szabo : . - appointed 9 January 2018
Robert Bowen . appointed 30 April 2019
Dividends

" An interim dividend of £3,362,600 was paid during the year in March 2020 (2019 £1,976, 552) No final dividend was declared or
paid during the year (2019: £1,000,490).

Future developments and events after the balance sheet date

Details of future developments and events that have occurred after the balance sheet date can be found in the strategic report -
on page 2 and form part of this report by cross-reference.

Brexit Strategy

The Company has carefully considered the Brexn issues and the potential impact to its business strategy going forward.
Passporting rights into the European Economic Area (“EEA”) will not be-available from 1%t January 20201, therefore the Parent
has established German and Cypriot entities and has embarked on a full license application under BaFin (Federal Financial
Supervisory Authority) and CySEC (Cyprus Securities and Exchange Commission) respectively. The applications for these
licences were granted in August 2020 and are expected to go live before the Brexit date of 31 December 2020.

The combination of the two licenses will enable all EEA (non-UK) clients to be onboarded and serviced via these entities. This will
enable Pepperstone to continue expanding its European operations and services.

Research and development.
The Company did not enter into any research and development activities during the year.

Existence of branches outside the UK
The Company had no branches in existence outside the United Kingdom.

Going concern :
The Directors have prepared the financial statements on a gomg concern basns

The longer-term prospects of the Company are assessed through a review of the business ptan, medium-term budgets and
assessing and stress testing its capital and liquidity position. The Board reviews and challenges the Internal Capital Adequacy
Assessment Process ("ICAAP") which is prepared at least annually. '

Covid-19 has had far reaching impacts across the global economy. Whilst many companies are experiencing hardships,
Pepperstone has been largely unimpacted. Indeed, average volume traded between FY19 and FY20 saw a slight decrease of 8%,
however this reduction in volume was offset by the increase in spread betting products traded which generate higher spread
revenue for the Company. Active users have mcreased over the last 12 months despite the Covid situation.

" As a result, the directors have a reasonable expectatlon that the Company has adequate resources to continue in operatlon for
the foreseeable future. .

Directors’ mdemnltles

The Company has made qualifying third-party mdemmty provisions for the benefit of its dlrectors which were made during the -
year and remain in force at the date of this repont. .

»

_ 7 2020 Annual Financial Report ’ : Pepperstone Limited



Directors’ report

Audltor

Each of the persons who is a director at the date of approval of this annual report confirms that:
e so far as the director is aware, there is no relevant audit information of which the Company’s éudltor is unaware; and
« the director has taken all the steps that they should have taken as a director in order to make themselves aware of any
relevant audit |nformat|on and to establish that the Company's auditor is aware of that information.

This conflrmatxon is given and should be interpreted in accordance with the provusmns of s418 of the Compames Act 2006.

Ernst & Young LLP have expressed their wulllngness to continue in office as audltor and ‘a resolution to reappoint them will be
proposed at the forthcoming Annual General Meeting.

Approved by the Board and signed on its behalf by: - ,

Savvakis loannou
Director
21 October 2020

70 Gracechurch Street

London, EC3V OHR
United Kingdom
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Directors' responsi'bility statement,

The directors are responsuble for preparing the strateglc report the dlrectors report and the financial statements in accordance
with applicable Iaw 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 in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards and applicable law) including Financial Reporting Standard 101 Reduced Disclosure Framework. -

Under company law the directors must not approve the financial statements unless they are satisfied that they give a true and
fair view of the state of affairs 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: .
e select suitable accounting policies and then apply them consistently;’
« . make judgements and accounting estimates that are reasonable and prudent;
e  state whether Financial Reporting Standard 101 Reduced Disclosure Framework have been followed subject to any
material departures disclosed and explained in the financial statements;
¢ notify its shareholders in writing about the use of disclosure exemptions, if any, of FRS101 used in the preparation of
the financial statements; and
o prepare the financial statements on the gomg concern basis unless it is lnappropnate to presume that the Company
wnII continue in business. .

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain 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 2006. They are also responsible for safeguarding the assets of the
Company and hence for taking reasonable steps for the prevention and detection.of fraud and other irregularities.

The directors confirm that the Company has complied with the above requirements in prepéring the financial statements.

Approved by the Board and signed on its behalf by:

Savvakis loannou o . s
Director -
21 October 2020,

70 Gracechurch St

London, EC3V OHR
United Kingdom
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Independent auditor’s .re'port to the members of Pepperstone Limited

Opinion

We have audited the financial statements of Pepperstone Limited for the year ended 30 June 2020 which comprise the Statement
of profit and loss, the Statement of financial position, the Statement of changes in equity and the related notes 1 to 23, including
a summary of significant accounting policies The financial reporting framework that has been applied in their preparation. is
applicable law and United Kingdom Accounting Standards including FRS 101 “Reduced Disclosure Framework” (United Kingdom
Generally Accepted Accounting Practice). ’

In our opinion, the financial statements:

. give a true and fair view of the éompany's affairs as at 30 June 2020 and of its profit fof the year then ended;
. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and
. have been prepared in accordance with the reqﬁirements of the Companies Act 2006. .

" Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. Our
responsibilities under those standards are further described in the Auditor's responsibilities for the audit of the financial
statements section of our report below. We are independent of the company in accordance with the ethical requirements that are
relevant to our audit of the financial statements in the UK, including the FRC's Ethical Standard, and we have fulfilled our other
ethical responsibilities in accordance with these requirements. )

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

We have r{othing to report in respect of the following matters'.in relation to which the ISAs (UK) require us to report to you where:

. the directors’ use of the going concern basis of accounting in the preparation of the financial
. statements is not appropriate; or .

« * the directors have not disclosed in the financial statements any identified material uncertainties that may castlsignificant
doubt about the company'’s ability to continue to adopt the going concern basis of accounting for a period of at least twelve
months from the date when the financial statements are authorised for issue.

Other information

'

The other information comprises the information included in the annual report set out on pages 2 to 9, other than the financial
statements and our.auditor’s report thereon. The directors are responsible for the other information.

Our opinion on the financial statements does not cover the other information and, except to the extent otherwise explicitly stated
in this report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing, so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the
audit or otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether there is a material misstatement in the financial statements or a material
misstatement of the other information. If, based on-the work we have performed, we conclude that there is a material
misstatement of the other information, we are required to report that fact.

" We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

. the information given in the strategic report and the directors’ report for the financial year for which the financial statements
are prepared is consistent with the financial statements; and :

. the strategic report and directors’ report have been prepared in accordance with applicable legal requirements.
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Independent auditor's report to the members of Pepperstone Limited

Matters on which we are required to report by exception : - R ’ : : .

in the light of the knowledge and understandmg of the company and its environment obtained in the course of the audit, we have
not identified material musstatements in the strategic report or directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006 requires us to report
to you if, in our opinion:

. adequate accounting records have not been kept or returns adequate for our audit have not been received from branches
not visited by us; or

. the financial statements are not in agreement with the accounting records and returns; or - .
. certain disclosures of directors’ remuneration specified by law are not made; or.

. we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement set out on.page 9, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for such internal control as

' the directors determine is necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements, the directors are responsible for 'assess‘;ing the company’s ability to continue as a going
concern, disclosing, as apphcable matters related-to going concern and using the going concern basis of accounting unless the
directors elther intend to liquidate the company. or to cease operations, or have no reahstlc alternative but to do so.

Audltors responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is

a high level of assurance but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to mfluence the economic decisions of users taken on the basis of these financial
statements. .

A further descriptien of our responsibilities for the audit of the financial statements is located on the
Financial Reporting Council’s website at https //www.frc.org.uk/auditorsresponsibilities. This description forms part of our

" auditor's report.

. Use of our report

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

Andrew Stevenson (Senior statutory auditor) ‘
for and on behalf of Ernst & Young LLP, Statutory Auditor
* London .

21 October 2020
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Statement of profit and loss
For the year ended 30 June 2020

30 June 2019

2,596,409

Note 30 June 2020
B (£) (£ -

Trading revenue 3 12,745,702 . 6,880,404
Cost of sales (1,805722) - (1,929,769)
Gross profit 10,939,980 4,950,635
Erﬁp!oyee expenses 4 (1,985,354) (1,028,175)
Legal & compliance (338,345) ©(199,370)
Marketing expenses - (197,071) (31,491)
Depreciation and amortisation (234,109) . (33.011)
Other expenses (399,239) (533,567)
Other income (38,045) 81,123
Operating profit before income tax -7,747,817 3,206,144
Income tax expense 5 (1,474,787) " (609,735)

Profit for the financial year from continuing activities 6,273,030

The above statement should be read in conjuriction with the ac’cbmpanying,notesr

All amounts are from continuing operations. There were no items of other comprehensrve income for 2020 or 2019 and therefore

no statement of comprehensrve income has been presented

2020 Annual Financial Report
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Statement of financial position

As at 30 June 2020
Note - 30 June 2020 30 June 2019
(£) (£)
Fixed assets
Intangible assets . .6 71,791 87,968
Property, plant and equipment 7 o 31,973 . 27,682
Right-of-use asset . : " 8 358,669 ) -
Current assets . ) . ]
Cash and cash equivalents . : 9 18,319,833 20,326,909
Trade and other receivables ' ' 10 3,656,905 1,176,488
Prepayments and accrued income ‘ 11 57,085 27,632
Creditors - amounts falling due within oneyear 12 (17.170,091) (19,517,591)
Net current assets o 4863732 2,013,438
Total assets less current liabilities ' 5,326,1 65 2,129,088
N Creditors - amounts falling due after more than one year . 12. (183,324) ' -
Provisions for liabilities . ) 13 (220,472) (117,149)
Net assets _ o 4,922,369 2,011,939
Equity ' . .
Called-up share capital _ ' 14 _ '956,380 956,380
Retained earnings ' ‘ 3,965,989 1,055,559

Total shareholders' funds ' ’ 4,922,369 " 2,011,939

The above statement should be read in conjunction with the accompanying notes.

These financial statements were approve‘dAand authorised for issue by the Board on 21 October 2020 and were signed on behalf
of the Board by:;

Savvakis loannou
Director
21 October 2020 ] o o

— 13 2020 Annual Financial Report B Pepperstone Limited



Statement of chahges in equity
For the year ended 30 June 2020

Called-up share Retained earnings/
N . Total
capital (losses) . ]
(8 : € ' (€)
Balance'as at 1 July 2018 . : : 956,380 - 1436192 2392572
Profit for the year : ' 2 : - 2596409 . 2,596,409
Total comprehensive income for the year S - © 2,596,409 2,596,409
Dividends paid in the year. . ‘ . ' : - ' (2,977,042) . (2,977,042)
' Balance as at 30 June 2019 956,380 1,055,559 2,011,939
Balance as at 1 July 2019, ' 956,380 1,055,559 2011939
Profit fortheyear ~ , : © - .. 6273030 - 6273030
Total comprehen;ive income for the year o ) A .- 6,273,036 6,273,030
"Dividends paid in the year  , ' : - - (3,362,600) (3,362,600)
Balance as at 30 June 2020 ) : ' . 956,380 : 3,965,989 4,922,369

. The above statement should be read in conjunction with the accompanying notes. )

_ 14 2020 Annual Financial Réport . ‘ 7 ' . Pepperstone Limited



Notesitokthe}finant

ialfstatements;




1. General information.... S ............. 17
2. Signific'ant‘ accounting policies.............. S R ................... 17
3.  Revenue ... ...................... FO S O 22
4. Employee expenses...... ..... ................. 22
5. Tax on profit and ordinary activities......ueevnnnes e _ S 23A R
6. - Intangible assets ...... ...... ..... derreeies crerseesenne R 24
7. Property, p]ant & equipment........... .......... ...... 25
8. . LeaseS....... e ........... oo 26
9. Cash and cash EQUIVAIENES..oovvcrssrvsrsmssrssssesssssssssssssenns e ——— i ————————— .27
10. '_Trade-and other receivables ... et e s 27
11.  Prepayments and accrued INCOME tritieinremserenressisnsss s bbb s s s assas 27
12, Creditors .o eeeneneseen e et 28
13. Provisiohs for liabilities.............. ................................ . 29
14, Calllled—up share capital ..... s e et 29
15, CONtINGENt abiHtIeS oo R | B
16. Reléted barty transactions ... .............. | et eR e 30
1 7. Dividends and distributions........ ottt J— 30
18, Auditor's rerﬁUnefétion ..... re e84 R R 30
19, Financial iNStrUMENtS.. . meerssssrsersss R ST § I
'20. Directors’ remuneration ..... ' ......... 36
21, Subsequent events......... .............. | .......................................... hereresererasennsearstsassnesans 37
22 Capital Management ...........omeens PR anreennns ..... e 37
.23, Controlling party ... e —————— e —————— 37

.

2020 Annual Financial Report ) ' L ﬁ’epperstone Limited - .



B

Notes to and forming pa'r_t~of the financial statements for the year ended 30 June 2020 - ,

‘

1. General information

Pepperstone Limited is a private limited company limited by
shares incorporated on 28 March 2014 in the United
Kingdom under the Companies Act 2006. The "address of
the registered office is given on page 1. The nature of the

- Company's operations and its principal activities are set out
in the business review on page 2.

The Company has applied Financial Reporting Standard
101 Reduced Disclosure Framework ("FRS 1017) issued by
the Financial Reporting Council ("FRC") incorporating the
Amendments to FRS 101 issued by the FRC in July 2017.

2. Significant accounting policies

The principal accounting policies are summarised below.
They have all been applied consistently in dealing with
items which are considered material in relation to the
Company's financial statements throughout the year.

a) New accounting standards adopted during tﬁe year

i.  FRS 101 Reduced Disclosure Requirements
FRS 101 was amended in December 2017 as part of

‘Amendments to FRS 102 - Triennial Review 2017 - -

Incremental improvements and clarifications’. The changes
are effective for accounting periods beginning on or after 1
January 2019. .

FRS 101 reflects the amendments made as part of the
Triennial Review 2017 and applied to the financial
statements of the Company for the year ended 30 June
2020. The Triennial Review amendments have had no
material impact on the financial statements of the
Company. : :

ii. IFRS 16 Leases

The Company adopted IFRS 16 from 1 July 2019, but has
elected to not restate comparatives for the prior period as
permitted under the specific transitional provisions of the
standard. The reclassifications and the adjustments arising

from the new leasing rules are therefore recognised in the’

opening balance sheet on 1 July 2019. The nature and
effect of these changes are disclosed in Note 8.

b) Basis of accounting

The financial statements have been prepared on the
historical cost basis, except for derivatives, which have
been measured at fair value, as explained in the accounting
policies below. Historical cost is generally based on the fair
value of the consideration given in exchange for the goods
and services. The principal accounting policies adopted are
set out below.

As a qualifying entity, the Company has taken advantage of
the following disclosure exemptions available under that
standard as indicated below:

e  The requirement of IAS 7 Statement of Cash Flows;

e  The requirements of paragraphs 10(d), 10(f), 16,
38(c)-(d), 40(a)-(d), 1171 and 134-136 of IAS 1
Presentation of Financial Statements

e  Therequirements of paragraphs 30.and 31 of IAS 8
Accounting Policies, Changes in Accounting
Estimates and Errors;

e  Exemptions conferred by FRS 101: 8(j) and (k)
“Related party disclosures”, the requirements of
paragraph 17 and 18A of IAS 24 Related Party
Disclosures, and transactions with other wholly
owned group companies are not disclosed
separately. :

» The requirements of paragraphs 134 and 135 of -

-1AS 36.

2020 Annual Financial Report

" All shareholders were notified in writing of the intention to

take these exemptions, and no objections were made.
Where required, equivalent disclosures are given in the
group accounts of Pepperstone Group Limited.
Pepperstone Group Limited is registered at Leve! 16,727
Collins Street, Melbourne, Victoria 3008 Australia, while the
accounts of the Group are publicly available via the
Australian Securities and Investments Commission (ASIC) -
website at https://asic.gov.au.

The financial statements are presented in Pound Sterling
("GBP*) and all values are rounded to the nearest whole
pound unless otherwise stated.

c) Going concern

The financial statements are prepared on a going concern
basis as disclosed in the directors’ report.

Covid-19 has had far reaching impacts across the global -
economy. Whilst many companies are experiencing
hardships, Pepperstone has been largely unimpacted.
Indeed, average volume traded between FYi9 and FY20
saw a slight decrease of 8%, however .this reduction in
volume was offset by the increase in spread betting
products traded which generate higher spread revenue for
the Company. Active users have increased over the last 12
months despite the Covid situation.

The Company carries out 12 monthly forecasting analysis
and as a result, the directors have a reasonable expectation
that the Company has adequate resources to continue in
operation for the foreseeable future.

d) Comparative figures

When required by Accounting Standards, comparative
figures have been adjusted to conform to changes in
presentation for the current financial year. When the
Company applies an accounting policy retrospectively, it
makes a retrospective restatement or reclassifies items in
its statement of financial position as at the beginning of the
earliest comparative period that will be presented.

e) Financial instruments

The Company determines the classification of its financial
instruments at initial recognition in accordance with the
categories outlined below and re-evaluates this designation
at each financial year-end. When financial instruments are
recognised initially, they are.measured at fair value, being
the transaction price plus, in the case of financial assets
and financial liabilities not at fair value through profit or
loss, directly attributable transaction costs.

Financial assets and financial liabilities at fair value through
profit or loss

Financial assets and financial liabilities measured at fair
value through profit or loss includes derivative open
positions included in Client funds and in Intercompany
liabilities shown in the statement of financial position and
related notes. Financial assets measured at fair value
through profit and loss are financial assets that are not
classified and measured at amortised cost or as fair value
through other comprehensive income. All financial
instruments at fair value through profit or loss are carried
in the statement of financial position at fair value with gains
and losses recognised in the income statement.

Pepperstone Limited
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Notes to and forming part of the financial statements for the year ended 30 June 2020

2. Significant accounting policies (continued)
e) Financial instruments (continued)

Financial assets measured at amortised cost

Financial assets measured at amortised cost are non-
derivative financial assets which are held to collect the
contractual cash flows. The contractual terms of the
financial assets give rise to payments on specified dates
that are solely payments of principal and interest on the
principal amount outstanding. They are included in current
assets, except for maturities greater than 12 months after
the end of the reporting period, which are classified as non-
- current assets. The Company'’s financial assets measured
at amortised cost includes cash and cash equivalents,
trade and other receivables, and intercompany receivables.
Financial assets measured at fair value through other
comprehensive income

The Company has no financial assets measured at fair
value through other comprehensive income.

Financial liabilities

The Company's financial liabilities include Client funds
(equity portion) and trade payables and other payables.
These are measured subsequently at amortised cost using
the effective interest method. The, interest expense is

calculated each reporting period by applying the effective -

interest rate, and the resulting charge is reflected the
income statement. .

Determination of fair value

Financial instruments arising from open cliént posmons
and the Company's hedging positions are stated at fair
value and disclosed according to the valuation hierarchy
required by IFRS 7.

According to IFRS 13 ‘Fair value Measurement’, fair value is
a price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market
participants in the principal or most advantageous market
at measurement date.

" The best evidence of fair value is a quoted market price in
an active market. Where no quoted market price for an
instrument is available, the fair value is based on present
value estimates or other valuation techniques based on
current market conditions. These valuation techniques rely
on market observable inputs wherever possible or rely on
inputs which are reasonable assumptions based on market
conditions. '

Under IFRS 13 all financial assets and liabilities measured
or disclosed at fair value are categorised into one of the
- following levels:

Level 1: quoted (unadjusted) prices in active markets for
identical assets or liabilities;

Level 2: other techniques for which all |nputs which have a
significant effect on the recorded fair value are observable,
either directly or indirectly; and

Level 3: techniques which use inputs which have a
significant effect on the recorded fair value that are not
based on observable market data.

Derecognition of financial instruments

A financial asset or financial liability is recognised in the
statement of financial position when the Company
becomes a party to the contractual provisions of the
instrument, which is generally on trade date.

The Company derecognises a financial asset when the
contractual cash flows from the asset expire or it transfers
its rights to receive contractual cash flows on the financial
asset in a transaction in which substantially all the risks and
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rewards of ownership are transferred. Any interest in
transferred financial assets that is created or retained by
the Company is recognised as a separate asset or liability.

A financial liability is derecognised from the statement of
financial position when the Company has discharged its
obligation, or the contract is cancelled or expires.

Financial assets and liabilities are offset, and the net
amount is presented in the statement of financial position
when the Company has a legal right to offset the amounts
and intends to settle on a net basis or to realise the asset
and settle the liability simultaneously.

f) “Cash and cash equivalents

Cash and cash equivalents include cash on hand, deposits
held at call. with banks, other short-term highly liquid
investments with original maturities of three months or less
which are convertible to a known amount of cash and
subject to an insignificant risk of change in value, bank
overdrafts and client funds held on segregated client
accounts. .

Cash held on segregated client accounts are client monies
held in trust for the purposes of client trading in financial
instruments. These amounts are restricted from the
Company's personal use under the regulations set out by
its Financial Conduct Authority Licence No. 684312.

g) Client funds

As part of its business, the Company receives deposits
from clients to secure their trading positions, held on
segregated client accounts.

Assets or liabilities resulting from profits or losses on open
positions are carried at fair value. Client funds’are netted
against, or presented with, the valuation of financial
derivative positions, resulting in a net payable by the
Company.

h) Trade and other receivables )

Trade and other receivables are initially recorded at the
transaction price, except for when it contains a significant
financing component. At reporting date, trade and other
receivables are measured at amortised cost.

i)  Property, plant & equipmént

Each class of property, plant and equipment is carried at
cost as indicated less, where applicable, any accumulated
depreciation and impairment losses. Cost includes
expenditure that is directly attributable to the asset.

Depreciation

The depreciable amount of all fixed assets including
buildings and capitalised leased assets, but excluding
freehold land, is depreciated on a diminishing value basis
over the asset’s useful life to the Company commencing
from the time the asset is held ready for use. Leasehold
improvements are depreciated over the shorter of either the
unexpired period of the lease or the estimated useful lives
of the improvements. The depreciation rates used for each
class of depreciable assets are:

Class of fixed asset Depreciation rate

Office equipment 40%
Computer equipment 66.6%
Leasehold improvements 40%

The assets’ residual values, depreciation methods and
useful lives are reviewed, and adjusted if appropriate, at the

. end of each reporting period.
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Notes to and forming part of the financial statements for the year ended 30 June 2020

2. Significant accounting policies (continued)
i) Property, plant & equipment (continued)

An asset's carrying amount is written down immediately to

its recoverable amount if the asset's carrying amount is
greater than its estimated recoverable amount. Gains and
losses on disposals are determined by comparing proceeds
with the carrying amount. These. gains and losses are
included in the statement of profit and loss.

j) - Intangibles

Intangible assets include purchased computer software
and software licenses. The identifiable and directly
associated external and internal costs of acquiring and
developing software are capitalised and recognised as an
intangible asset where the software is controlled by the
Company, and where it is probable that future economic
. benefits will flow from its use over more than one year.
Costs associated with maintaining software are recognised
" as an expense as incurred.

Computer software and other intangible assets are stated
at cost less amortisation and impairment losses, if any.

Capitalised software costs and other intangible assets are
ambortised on a diminishing value basis. The amortisation
rates used for each class of intangible assets are:

Class of intangible asset Depreciation rate
Computer software 66.6%
Licences 20%

The assets’' residual values, amortisation methods and
useful lives are reviewed, and adjusted if appropriate, at the
end of each reporting period.

k) Impairment of financial assets.

The Company recognises an expected credit loss on
financial assets, including financial investments and trade
receivables recorded at fair value through other
comprehensive income and amortised cost. The expected
credit loss approach requires the Company to account for
expected credit losses at initial recognition, and to account
for changes in the expected credit losses at each reporting
date to reflect changes in credit risk since initial
recognition.

1) Impairment of non-financial assets

At the end of each reporting period, the Company assesses
whether there is any indication that an asset may be
impaired. The assessment will include the consideration of
external and internal sources of information. If such an
indication exists, an impairment test is carried out on the
asset by comparing the recoverable amount of the asset,
being the higher of the asset’s fair value less costs to sell
and value in use to the asset's carrying value. Value in use
is calculated by discounting the estimated future cash
flows of the asset at a pre-tax discount rate reflecting the
specific risks in the asset. Any excess of the asset's
carrying value over its recoverable amount is expensed to
the statement of profit and loss.

impairment testing is performed annually for intangible
. assets with indefinite lives. Assets that have an allocated
impairment loss are reviewed for reversal indicators at the
end of each reporting period. After recognition of an
impairment loss, the amortisation charge for the asset is
~adjusted in future periods to allocate the asset's revised
carrying amount on a systematic basis over its remaining
useful life. ) )

Impairment losses are recognised as an expense
immediately.
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m) Trade and other payables

Trade and other payables represent the liability outstanding
at the end of the reporting period for goods and services
received by the Company during the reporting period which
remain unpaid. The balance is recognised as a liability with
the amounts paid within the stipulated payment terms.

n) Provisions

Provisions are recognised when the Company has a legal
or constructive obligation, as a result of past events, for
which it is probable that an outflow of economic benefits
will result, and that outflow can be reliably measured.

Provisions are measured at the present value of
management’s best estimate of the outflow required to
settle the obligation at the end of the reporting period.

The discount rate used is a pre-tax rate that reflects current
market assessments of the time value of money and the
risks specific to the liability. The increase in the provision
due to the unwinding of the discount is taken to finance
costs in the statement of profit and loss.

o) Revenue recognition

The Company makes markets for customers trading in
foreign exchange ("FX") spot and contract for difference
markets. Trading revenue represents related brokerage
activities for establishing these markets, including spread,
commission and funding charges made to clients in
respect of the opening, holding and closing of contracts.

Transactions are recorded on the trade date and open client
and hedging positions are carried at fair market value, with
positions marked to market daily and resulting gains and
losses arising recognised in trading revenue together with
gains and losses realised on client positions that have
closed. The policies and methodologies associated with
the determination of fair value have been discussed above
under financial instruments.

Trading revenue is reported gross of introductory broker
commissions and is the net of amounts collected on behalf
of client trading activity. Introductory broker commissions,
along with other fees associated with trading activity, are
disclosed as cost of sales within the statement of profit and
loss.

Trading revenue is recognised when it is probable that
economic benefits associated with the transaction will flow
to the Company and the revenue can be reliably measured.

p) Costof sales

Cost of sales are charged to the profit and loss when the
associated revenue is recognised and is disclosed as a
deduction from total revenue in deriving gross profit. .

Cost of sales is primarily comprised of bank and payment
provider fees, platform volume fees and client and
introducing broker rebates paid. ‘

q) Income tax '

Current income tax expense charged to the profit or loss is
the tax payable on taxable income calculated using
applicable income tax rates enacted, or substantially
enacted, as at the end of the reporting period. Current tax
liabilities / assets are therefore measured at the amounts
expected to be paid to / recovered from the relevant
taxation authority.-

Deferred income tax expense reflects movements in

deferred tax asset and deferred tax liability balances during
the year as well as unused tax losses.
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Notes to and forming part of the financal statements for the year ended 30 June 2020

2.  Significant accounting policies (continued)
q) Income tax (continued)

Deferred tax assets and liabilities are ascertained based on
temporary differences arising between the tax bases of
assets and liabilities and their carrying amounts in the
financial statements. Deferred tax assets also result where
amounts have been fully expensed but future tax
deductions are available. No deferred income tax will be
recognised from the initial recognition of an asset or
liability, excluding a business combination, where there is
no effect on accounting or taxable profit or loss.

‘Deferred tax assets and liabilities are calculated at the tax
rates that are expected to apply to the period when the
asset is realised or the liability is settled, based on tax rates
enacted or substantively enacted at the end of the reporting
year, Their measurement also reflects the manner in which
management expects to recover or settle the carrying
amount of the related asset or liability.

Deferred tax assets relating to temporary differences and
unused tax losses are recognised only to the extent that it
is probable that future taxable profit will be available
against which the benefits of the deferred tax asset can be
utilised. To the extent there is uncertainty over the
recoverability of a deferred tax amount, no asset will be
recognised.

r) Leases

The Company assesses at contract inception whether a
contract is, or contains, a lease. The Group recognises
lease liabilities to make lease payments and right-of-use
assets representing the right to use the underlying assets.

i. Right-of-use assets

Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and
adjusted for any remeasurement of lease liabilities. The
cost of right-of-use assets includes the amount of lease
liabilities recognised, initial direct costs incurred, and lease
payments made at or before the commencement date less
any lease incentives received. Right-of-use assets are
depreciated on a straight-line basis over the shorter of the
lease term and the estimated useful lives of the assets.

ii. Lease liability

At the commencement date of the lease, the Company
recognises lease liabilities measured at the present value
of lease payments to be made over the lease term. The
lease payments include fixed payments (including in
substance fixed payments) less any lease incentives
receivable, variable lease payments that depend on an
index or a rate, and amounts expected to be paid under
residual value guarantees. The lease payments also include
the exercise price of a purchase option reasonably certain
to be exercised by the Company and payments of penalties
for terminating the lease, if the lease term reflects the
Company exercising the option to terminate.

Variable lease payments that do not depend on an index or
arate, are recognised as expenses (unless they are incurred
to produce inventories) in the period in which the event or
condition that triggers the payment occurs.

In calculating the present value of lease payments, the
Company uses its incremental borrowing rate at the lease
commencement date because the interest rate implicit in
the lease is not readily determinable. After the
commencement date, the amount of lease liabilities is
increased to reflect the accretion of interest and reduced
for the lease payments made. In addition, the carrying
amount of lease liabilities is remeasured if there is a
modification, a change in the lease term, a change in the
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lease payments (e.g. changes to future payments resulting
from a change in an index or rate used to determine such
lease payments) or a change in the assessment of an
option to purchase the underlying asset.

s) Foreign currency translation and balances

i.” Functional and presentation currency

The functional currency of the Company is measured using
the currency of the primary economic environment in which
it operates.

The financial statements are presented in Pound Sterling~
which is the Company’s functional and presentation
currency.

ii. Transaction and balances

Foreign currency transactions are translated into functional
currency using the exchange rates prevailing at the date of
the transaction. Foreign currency monetary items are
translated at the year-end exchange rate. Non-monetary
items measured at historical cost continue to be carried at
the exchange rate at the date of the transaction. Non-
monetary items measured at fair value are reported at the
exchange rate at the date when fair values were
determined. :

Exchange differences arising on the translation of
monetary items are recognised in the statement of profit
and loss, within other income. Exchange differences arising
on the translation of non-monetary items .are recognised
directly in equity to the extent that the gain or loss is directly
recognised in equity; otherwise the exchange difference is
recognised in the staterhent of profit and loss, within other
income.

t)  Accounting estimates and judgements

The preparation of the financial report requires the making

of accounting judgements, estimates and assumptions
that affect the recognised amounts of assets, liabilities;

revenues and expenses.

The directors evaluate estimates and judgements
incorporated into the financial statements based on
historical knowledge and best available current
information. Estimates assume a reasonable expectation
of future events and are based on current trends and
economic data, obtained both externally and within the
Company.

i. Impairment of financial assets

Impairment considerations of financial assets involves
several important areas of judgement, including estimating
forward looking modelled parameters (probability of
default, loss given default, exposure to default etc.),
developing a range of unbiased future economic scenarios,

"estimating expected lives and assessing significant

increases in credit risk, based on the Company’s experience
of managing credit risk. Changes in these estimates would
result in a change in the allowances and have a direct
impact on the impairment charge.

ii. Estimation of useful lives

The estimation of useful lives, residual values and
depreciation methods require significant management
judgement and are reviewed annually. Any changes to
useful lives may affect prospective depreciation rates and
asset carrying values. :

From time to time the Company may receive customer

complaints or be subject to various litigation or regulatory
claims.
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Notes to and forming part of the financial statements for the year ended 30 June 2020

f

1 2. Significant accounting policies (continued) . . .
r) . Accounting estimates and judgements (continued) ’

i.  Litigations and other claims

Where a claim is considered to be more likely than not to
result in a cost to the Company, a provision has been made
based on management’s best estimate of the cost to the
Company of settling such claims. -

t) Employee benefits

i.  Short-term employée benefits .
Short-term employee benefits are measured on an
undiscounted basis and are expensed in the statement of
- profit and loss as a component of the profit or loss as the
related services are provided. A provision is recognised for
the amount expected to be paid under shori-term cash’
bonus plans and outstanding annual leave balances if the
Company has a present legal or ‘constructive obligation to
pay this amount as a result of past services provided by the
. -employee and the obligation can be estimated reliably.

ii. = Termination benefits

Termination benefits are recognised as an expense when

the Company is demonstrably committed, without realistic

possibility of withdrawal, to a formal detailed plan to

terminate employment before the normal retirement date.

Termination benefits for voluntary redundancies are

: _ recognised if.the Company has made an offer encouraging
s . voluntary redundancy, it is probable that the offer will be
" accepted, and the number of acceptances can be

estimated reljably.

_ 21 2020 Annual Financial Report . ' ' _ Pepperstone Limited -



.« Notes to and forming part of the financial statements for the year ended 30 June 2020

3. Revenue

During the year, the Company implemented improvements in its systems and operations which allowed the Company and the

group to view its revenue on a granular basis. Following this development, the Company entered into an agreement with the

parent entity to earn the full raw spread on its hedged deals on top of its spread mark-up passed onto the clients, resulting in
" higher revenue earned in the year despite lower volumes traded in the year. '

4. Employee expenses ' - / .
30 June2020 . 30 June 2019
(8 . (£)
Employee expenses A i - .
Wages and salaries - : 1,162,346 " 650,004
Social security costs ' ' ‘ 777,417 * 353992
. ¢ Contribution to pension schemes ' . . 42,558 : 24,179
' Health insurance ' o © 3,033 - -
" Total employee expenses - : 1,985,354 . 1,028,175
‘ No. ' . No.
The averagé number of empioyees (including executive directors) was:
Management ' N ) . ,
Other _ ) ‘ ' 12°
Total average employees- ’ ’ ' 18 ‘ 13
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Notes to and forming part of the financial statements for the year ended 30 June 2020-

5. Tax on profit and ordinary activities

.30 June 2019

30 June 2020
' (£) (£).

Tax charge compriseé:
Current tax '
UK Corporation tax expense 1,472,693 609,500
Adjustment in respect of prior years 1,047 616
Deferred tax

_ Current year ‘935 . " (70)
-Adjustment in respect of previous periods (363) . (318) .
Effect of changes in tax rates " 475 7 .
Total.tax éxpense' 1,474,787 609,735
Reconciliation of income tax expense
Profit for the period - continuing activities 7747817 . 3,206,144
UK tax expense for the year at 19% (2019: 19%) 1,472,085 609,167
Effects of: . : .
Adjustments in respect of prior years . 684 298
Expenses not deductible 1,543 263
Tax rate changes 475 7
Amounts not recognised - -

- Total income tax expense 1,474,787 609,735

The Company has recognised a deferred tax liability of £5,435 in 2020 (261 9: £4,388).,

The UK corporation tax rate will remain at 19% for the tax year beginning 1 April 2020 as per the UK government budget presented

on 11 March 2020.

Movements in deferred tax assets and liabilities were as follows:

Capital allowances Témporary Total
. differences .
(£) (£) (£)

At1July2018 ' T (4,769) - (4,769)
-Adjustment in'respect of prior years - 318 318
Credit to the income statement : : 63 - 63.
At 30 June 2019 : . (4,706) ‘318 (4,388)
Adjustment in respect of prior years ' - - 363 363
Charge to the income statement : . - (140 - (1,410)
At 30 June 2020 . (6,116) 681 - (5,435) °
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"Notes to and fo’rming part of the financial statements for the year ended 30 June 2020

N

6. Intangible assets

30 June 2019

4 ' ~ . C L . " 30June 2020
' (£) (£)
Computer software . I . . N ' . ’ 614 614"
Less accumulated amortisation : : ) . (553) . (s05)
. Carrying amount of computer software - E : _ ) 61 209
Platform licences . C . ‘ _ o 124,658 124,658
Less accumulated amortisation . ’ ' o {52,928) (36,899)
' Carrying amount of platfofm licences - ' " 71,730 87,759
Total intangibles. . 71,791 87,968

Reconciliation of intangibles

Movement in the carrying amounts for each class of |ntang|ble asset. between the beginning and the end of the current flnancual'

year. N
: Computer software . .
- Carrying amount at beginning of year . ' . 209 965
’ Additions ' ) - T
Disposals . . ) ' : o (346)
Amortisation . - . A : T (148) (410)
Carrying amount at end of year - » et 209
Platform licences . .
Carrying amount at beginning of year 4 A ‘ o 87,759 106,024
. Additions - - : ' - ' -
‘Disposals . . .- -
Amortisation , ' ) (16,029) (18,265)
Carrying amount at end of year . 71,730 87,759
Total intangibles ‘ R : 71,791 87,968
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Notes to and forming part of the financial staterments for the year ended 30 June 2020

7. Property, plant-& equipment

30 June 2020 30 June 2019
(£) (£)
Computer hardware ' . 76,810 50,224
Less accumulated depreciation v . . (45,785) (23970)
Carrying amount of computer hardware . ' 31,025 26,254
Furniture & fittings . .~ ‘ 2444 . 2444
Less accumulated depreciation ' . (1,496) “(1,016)
Carrying amount of furniture & fittings ' .948 1,428
Total property, plant & equipment : . 31,973 27,682

’

Reconciliation of property, plant & equipment
Movement in the carrying amounts for each class of property, plant & equipment between the beginning and the end of the current
financial year. . . R :

Computer hardware . ] .

Carrying amount at beginning of year . 26,254 23,744
Additions ' : 26,586 17,212
Disposals ) . ) - (1,717)
Depreciation . . . . (21,815) © (12985)
Carrying amount at end of year , . ’ 31,025 . 26,254

Furniture & fittings

Carrying amount at beginning of year ) ’ T 1,428 " . 4309 .
Additions L ] ‘ . . 440
Disposals ' .- (1,970)
Depreciation . o (480) (1,351)
Carrying amount at end of year ] . o ) 948 1,428

_ Total property, plant & equipment 31,973 . 27,682
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Notes to and forming part of the financial statenents for the year ended 30 June 2020

8. Leases

The Company has adopted IFRS 16 retrospectlvely from 1 July 2019, but has not restated comparatives for the 2019 reportlng_
period, as permitted under the specific transitional provisions in the standard. The reclassifications and the adjustments arising
. from the new leasing rules are therefore recognised in the opening balance sheet on 1 July 2019. The nature and effect of these
changes are disclosed in Note 8(b) below.
. a) Right-of-use asset ) A :
Right-of use assets were measured at the amount equal to the lease liability, adjusted by the amount of any prepaid or accrued
lease payments relating to that lease recognised in the balance sheet as at 30 June 2020. There were no onerous lease contracts
that would have required an adjustment to the right-of-use assets at the date of initial application. The recognised right-of-use
assets relate to office. .

30 June 2020 3Q June 2019
(£) S ®
Right of use asset ) . 554,306 o -
, Less accumulated depreciation _ - ' (195,637) i -
Carrying amount of furniture & fittings - ' . ' 358,669 -
Total property, plant & equipment ) : 358,669 . -
Reconciliation of property, plant & equipment
Right of use asset
[ Carrying amount at beginning of year . - -
Additions ' ‘ . 554306 -
Disposals . - ) -
Depreciation (195,637) -
Carrying amount at end of year - . : . ] 358,669 -
Total property, piant & equipmeni ] 358,669 -

b) Lease Ilabnlny

On adoption of IFRS 16, the Company recognised lease liabilities in relation to leases which had previously been classified as
operating leases' under the principles of IAS 17 Leases. These liabilities were measured at the present value of the remaining
lease payments, discounted using the lessee's incremental borrowmg rate. The weighted average lessee's incremental borrowing
rate applied to the lease liabilities was 5.5%. .

On 10 February 2020, the Corﬁpany renewed the one-year Iease'at 70 Gracechurch Street, EC3V OHR, commencing on the 1 May
2020 and ending on 30 April 2021. . :

30 June 2020 ~ 30 June 2019
(£) (£)
Adoption of IFRS 16
Operating lease commitments disclosed as at prior year - 150,768
Discounted using the incremental borrowing rate at the date in initial application . - (150,019)
' Add: Finance iease liabilities recognised as at end of year . : " ' -
Less: short term leases recognised on a straight-line basis as exbenses ’ - (749)

Lease liabilities recognised as at beginning of year - ’ - -
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Notes to and forming part of the financial statements for the year ended 30 June 2020

8. Leases (continued)

Total prepayments

30 June 2020 30 June 2019
(£) (£)
Lease liability at beginning of year - -
New lease agreements - present value of lease liabilites 554,306 -
Lease'payments made in the year (202,029) -
Accretion of interest 24,540 -
Lease liabilities recognised as at end of year ' 376,817 -
Lease liabilities - current 193,493
Lease liabilities - non-current’ 183,324
Total lease liability 376,817 -
9. Cashand cash equivalents
30 June 2020 30 June 2019
(£) (£)
Cash at bank - own cash 3,683,141 3,308,343
‘Cash at bank - segregated client funds 14,636,692 17,018,566
Total cash and cash equivalents 18,319,833 20,326,909
10. Trade and other recéivables
30 June 2020 30 June 2019 .
{€) (€)
Amounts due from payment providers - 780,750 1,017,810
Intercompany receivables 2,835,956 130,648
Other assets ‘40,169 28,030
Total trade and other receivables 3,656,905 1,176,488
11. Prepayments and accrued income
30 June 2020 30 June 2019
(£) " (8)
Prepayments 57,085 27,632
. 57,085 27,632
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Notes to and form‘ing part of the financial statements for the year ended 30 june 2020

12. Creditors

30 June 2020 30 June 2019
® L ®
l Amounts falling due within one year .
Clientfunds T o . ‘ - (14660,289) (17.352,811)
1B funds ‘ . < " (77.305) T (56,057)
_Trade payables . ' , ' (74187) . (32,616)
Intercompany liabilities T o (713,402) . (1,589,173)
-’ Deferred tax liabilities - : . (5435) (4,388)
Corporation tax. . S (1180371) - (300906)
Accruals I o . (262222) (169012)
Other liabilities _ : ' ‘ , . (3387) (12,628)
Lease liabilities : IR _ o (193,493) SR
Total amounts falling due within one year : ' (17,170,091) - {19,517,591)
Amounts falling due after more than one year
Lease liabilities - . : (183,324) -
Total amounts falling due after more than one year - ) . (183,324) -
Total creditors . S : (17,353,415) (19,517,591) .
*Client funds is comprised of the following:
Client funds equity* : 1 (17.498569) . (26,659,754)
Financial derivative open positions:. '
Gross amount of assets*** ' . ' 3,026,054 9,546,821
Gross amount of liabilities*** : . ' ‘ (187,774) (239,878)
Total financial liabilities - - . (14,660,289) - (17,352,81 1_)
Intercompany liabilities** - X (753,096) (1,223,772)
Financial derivative open positions:
Gross amount of assets** : ’ o © 101,232 587,072
Gross amount of liabilities*** v . (61,538) (952,473)
Total financial liabilities : '  (713,402) (1,589,173)

*Client funds represent the outstanding liability of the Company to its clients, which includes depbsits with the C~ompany for the -
purpose of trading net of any realised gains or losses resulting from closed transactions. The above amounts are all quoted in
GBP. C

“**The financial derivative open positions were originally recorded at fair value based on the quoted market price. These are
subsequently measured at fair value through profit or loss. These open derivative positions held on behalf of clients across eleven
currencies generate exposure to currency rate movement. This market risk is offset with the Parent company, where all positions
are held back to back. ’ ‘ -
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13. Provisions for liabilitie§ .

30-June 2020 30 June 2019 b

(8 . (£)
Annual leave . . .
Balance at beginning of year - . L . ’ ) (20,482) - (17,080),
Utilised during the year ' . © 13,024 ' 13,155
Additional provisions 0 o S ‘ ' ) (54.888) (16,557)
Balance at end of year . ) ) . . . (62,346) . B (20,482).
. > Ty . .
v . Bonus provisions . )
Carrying amount at beginning of year ) ' o (96,667). (50,000) -
Additional prpvisidns o : . ‘ (449,490) (96,667) -
. Utilised during the year o : C 386,531 28972
Reversed during the year - . : 1,500 -+ 21,028
Carrying amount at end of year . ‘ B o 58,126) - (96,667) -
Total provisions ' , , (220,472) . . (117,149)
“Current R o e (220472) (117,149)
Non-current ’ . - i ' - ‘ -
Total provisions - ' o B T (220,472) (117,149)

Annual Ieave provisions relate to employee ent|t|ements expected to be paid or settled within 12 months of employees rendering
service. . .

Bonus provnsmns relate to accrued staff bonuses payable for the year. The bonus amounts were settled in July 2020 (2019: July
2019).

14. Called-up share capital

30 June 2020 39 June 2020 - 30June.2019 & - 30 June 2019
Number of shares ’ (€£) Number of shares )

Ordinary shares, allotted, authorised and fully paid . . v
Balance at beginning of year 956,380 956,380 956,380 . 956,380

Issue of shares at £1 per share ) - - - -

Balance at end of yéar : ) ' 956,380 956,380 956,380 956,380°

The Company has one class of ordinary shares Which'carry no right to fixed income. In the event of liquidation, assets would be
distributed among the holders of ordinary shares in propaortion to the amounts pald up onthe ordlnary shares. All ordinary shares
rank pari passu in all-respects. .
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15. Contingent liabilities

‘Legal and regulatory matters may give rise to a material future outflow of economic benefit, however the Company currently
does not consider that there are any matters where an economic outflow is probable .

16. Related party transactions

The Company has adopted the disclosure exemptions under FRS 101 for Related Party Dlsclosures

30 June 2020 30 June 2019

®) ‘ €
Amounts due from Group undehakings ]
Pepperstone Group Limited . , B 1325234 . (1,489,435)
Pepperstone GmbH o ' ' ' 54,666 30910
Pepperstone EU Limited - ‘ , 718,040 I
’ Pep;;erstone Financial Services (DIFC) Limited ' ) o 24,613 T
Total: ' o . 2,122,553 (1,458,525)

As at 30 June 2020, the balance due from Pepperstone Group was £71,325,234 (2019: £1,489,435 due to the Group). The balance
due from Pepperstone GmbH was £54,666 (2019: £30,910), the balance due from Pepperstone EU Limited was £718,040 (2019:
nil), and the balance due from Pepperstone Financial Services (DIFC) Limited was £24,613 (2019: nil).

There weré no provisions for doubtful debts or any expenses recognised in relation to doubtful debts due from related parties for
the year ended 30 June 2020 (2019: nil). Other than transactions entered into between the Parent and the Company, thefe have
been no transactions with other related parties, or loans to related parties outstandlng as at 30 June 2020 (2019: nil).

Dunng the year, a director recelved an interest free non-recourse loan, repayable over 10 years from a related group entity

amounting to AUD $561,330 for the purposes of acquiring shares in arelated party. As of 30 June 2020, there was an'amount
outstandmg of AUD $561,330.

17. Dividends and distributions

30 Juné 2020 30 June 2019
® . (®
Dividends declared and paid _
First Interim dividend for the year of £3.52 per share (2019:£1.05) 3,362,600 1,000,288
Second Interim dividend for the year of nil per share (2019:£1.02) Le . 976,264
Final dividend for the year of nil per share (2019:£1.05) - 1,000,490
Total dividends . : 3,362,600 2,977,042‘
18. Auditor’s remuneration
30 June 2020 30 June 2019
“(£) (£)
Audit of the financial statements - ) . 65,300 42,595
Other audit related fees ’ 40,200 38,270
Tax advisory service ' . 9110 - 8915
Total auditor’s remuneration i ‘ . ' . 114,610 . 89,780
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" 19. Financial instruments

Categories of financial instruments at fair value

As a financial services business, financial instruments are central to the Company s activities. The risk associated with financial
instruments represents a significant component of those faced by the Company and is analysed.in more detail below.

Details of the significant accounting policies and methods adopted, inciuding the criteria for recognition, the basis of
measurement and the basis on which.income and expenses are recognised, in respect of each class of financial asset, financial

liability and equity instrument are disclosed in Note 2.

a) Classification

The following tables analyse the Company's assets and liabilities in accordance wuth the categories of financial instruments in

2020 Annual Financial Report

IFRS 9.
Amortised Cost Fair value through brofit or loss
(8 (£)
\
At 30 June 2020
Assets ) ) )
Cash and cash equivalents 18,319,833 - -
Trade and other receivables ‘3,656,905 . -
Prepayments and accrued income 57,085 -
Client funds - open derivatives - 3,026,054
Intercompany - open derivatives . - 101,232
Total assets 22,033,823 3,127,286
Liabilities ' o
Client funds (17,498,569) -
18 funds (77,305) N -
" Trade payables - (7487) ‘ -
Intercompany Iiabilitiés (753,096) -
Deferred tax liabilities - (5.435) c-
Corporation tax (1,180,371) E -
Accruals (262,222) -
Other liabilities (3.387) - -
Lease liabilities (376,817) -
Client funds - open derivatives - (187,774) '
In’tercomp-any - open derivatives - (61,538)
" Total liabilities (20,231,389) (249,312)
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19. Financial instruments (continued)

Amortised Cost ' Fair value through profit or loss

£ : (£)
At 30 June 2019
Assets ' . ) .
Cash and cash equivalents ' ) ’ 20,326,909 ‘ v _ -
Tr,a&e and other receivables : o 1,176,488 ‘ o } . oo-
Prepayments and accrued income . A ’ . 27632 . ' . -
Cli‘ent funds - open derivatives . t » : - 9,546,821
_Intercompany - open derivatiyés - ; 587,072
Total assets . 21,531,029 10,133,893
Liabilities - ] .
Client funds . ’ (26,659,753) . . ' -
IB funds _ (56,057) ‘ ' . -
Trade payables | A . . (32616) . . ' -
Intercompany liabilites : (1223772) -~ : oL
Deferred tax liabilities - (4,388) ' ) -
Corporation tax _— ‘ : (300,906) . -
Accruals . (169,012) . _ - -
Other liabilities o (12,627) ' Co-
‘Lease liabilities : S Co- B -
Client funds - open derivatives . , - o (239.878)
Intercompany - open derivatives . * .- (952,473)
) Total liabilities o (28,459,131) ' (1,192,351)
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19. Financial instruments (continued)

b) Valuation

‘f .
The fair values of the Company's financial assets and liabilities are not materially different from their carrying values. The -
Company holds derivatives which have been measured at fair value through profit or loss subsequent to initial recognition.

Financial instrument valuation hierarchy
The hierarchy of the Company s financial instruments carrled at fair value is as follows:

Level 1 Level 2 Level 3 Total fair value

£ - (£) (£) (£)
At 30 June 2020
Financial assets
Client funds - open derivatives - . 3,026,054 - 3,026,054
Intercompany - open derivatives ) - ' 101,232 ' - 101,232
Total financial assets . . - 3,127,286 C - 3,127,286
Financial liabilities
Client funds - opevn derivatives - (187,774) - (1 37,774)
Intercompany - bpen derivatives - ) (61,538) - (61,538)
Total financial assets - (249,312) - (249,312) -
At 30 June 2019
Financial assets . .
Client funds - open derivatives - ‘ 9,546,821 - 9,546,821
Intercompany - open derivatives - . -7 587,072 C - 587,072
Total financial assets - : » 10,133,893 - 10,133,893
Financial liabilities
Client funds - open derivatives - ' - (239,878) - (239,878)
Intercompany - open derivatives ‘ - (.952,473) - (952,473) -
Total financial assets o - (1,192,351) - (1,192,351)

There have been no changes in the valuation techniques for any of the Company's financial instruments held at fair value in the
year (30 June 2019: nil). There were no transfers between Level 1 and Level 2 fair value measurements, and no transfers into.or
out of Level 3 fair value measurements for years ended 30 June 2020 and 30 June 2019.

c)  Creditrisk

Credit risk exposure relating to financial asset receivables arises from the potential non-performance -by counterparties of
contract obligations that could lead to financial losses for the Company.

Itis the Company's policy not to grant credit to clients. Insofar as that underlying contracts represent a leveraged trading sef'vice,
the “credit” applicable to the client’s account is limited to the amount of margin within that account, as such there is minimal
exposure to the Company .

The Company has in place systems on its trading platforms that will not permlt a cl|ent to trade in excess of the margin balance
on their account as described below. .
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19. Financial instruments (continued)

Maximum exposure to credit risk
The following table analyses the Company'’s maximum exposure to credlt risk at the|r carrying amounts and includes individual

client funds held in segregated client accounts.

30 June 2020 30 June 2019
() ®

Cash and cash equivalents ' 18,319,833 20,326,909
Amounts due from payment broviders ’ 780,780 : 1,017,809
Amounts due from Group undertakings ' _ . ) 2,835,956 130,648
Prepayments and accrued income - 57,085 - 27,632

* Other assets » i . 40,169 ) 28,031
Total maximum exposure to credit risk ) ' N - 22,033,823 21,531,029

i}  Neither past due nor impaired

These financial assets reflect the application of consistent and conservative lending criteria on inception and the quality and
level of security held. The contractual repayments are individually monitored to ensure that classification as neither past due nor
impaired remains appropriate.

The following table shows the credit quality of financial assets which are neither past due nor impaired.

o . Prepayments .
- Cash apd cash Amounts due_f rom Intercompany and accrued Other assets Total
equivalents payment providers L .
income }
(£) (£) (£) , (£) (£)

At 30 June 2020 , _ . ,
AAA - A2 18,319,833 . <. - - - - 18,319,833
Unrated *~ e 780,780 2,835,956 57,085 40,169 3,713,990
Total carrying amount 18,319,833 +780,780 2,835,956 57,085 40,169 22,033,823
At 30 June 2019 '
AAA - A2 . 20,326,909 - - - ' - 20,326,909
Unrated T . - 1,017,809 130,648 27,632 - 28,031 1,204,120
Total carrying amount 20,3'26,909 » 1,017,809 130,648 . 27,632 28,031 21,531,029

i) Past due but not impaired
As at the year ended 30 June 2020, there are no financial assets that are past due but not impaired (2019: nil).

iii) Impaired :
As at the year ended 30 June 2020, there are no financial assets that are considered impaired (201 9: ml)

Concentration of credit risk

Concentration of credit risk is defined as the risk exposure to a counterparty with a loss potential whlch is large enough to
threaten the solvency or the financial position of the Company.

The Company has no significant concentration of credit risk with any single counterparty, however the Company’s clients
collectively do form its biggest group of counterparties, and as such the Company actlvely monitors the forward positions of its
clients to ensure adequate collateral is held against these positions. .

The Company maintains collateral in eleven different currencies in order to minimise its credit risk against market volatility.

As at 30 June 2020, all financials assets are neither past due nor impaired (2019: nil).

¢
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- 19. Financial instruments (continued)

d)  Market risk

i) Interest rate risk .
Exposure to interest rate risk arises on fmancra| assets and financial liabilities recognised at the end of the reporting period,
whereby a future change in interest rates will affect future cash flows or the fair value of fixed rate financial instruments.

The Company has limited exposure to interest rate risk on its cash positions and.any borrowings. Cash is held in non-interest-
bearing current accounts. The Company has access to overdraft facilities, which are currently not being utilised. The impact of
an increase / decrease in interest rates would have an immaterial impact on pre-tax profits and / or equity. The net exposure at
the end of the reporting period is representative of what the Company was and is expecting to be exposed to at the end of the
next twelve months.

ii) Foreign currency risk

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes
in foreign exchange rates. Exposure to foreign currency risk arises on financial assets and financial liabilities recognised at the
-end.of the reporting period, whereby a future change in-foreign currency will affect future cash flows or the fair value of asséts
and liabilities. -

The Company has no traded market risk as all market risk is borne by the Parent.

Translational foreign currency risk :

Translation exposures arise from financial and non-financial items held by an entity with a functional currency different from the
Company'’s presentation currency. The Company does not hedge translatlonal exposures as they do not have a significant impact
on the Company's capital resources. . .

To manage this risk, the Company regularly analyses its currency groups by netting the currency’s cash balances with the
respective client liabilities. If the net position of a currency group is in deficit, funds from a currency group that is in surplus may
be converted and transferred to bring the deficit currency group into surplus.
Sensitivity analysis . K

The followmg sensitivity analysis is based on the foreign currency risk exposures in existence at the end of the reporting period.

The table below shows the pre-tax impact of a change in foreign currency exchange rates as at 30 qune assuming all other
variables remain constant.

30June 2020 30 June 2019

(£) - (£)
45% strengthen'ing of sterling against other currencies . 120971 151,912
-5% weakening of sterling against other currencies ‘ (120,971) (151,912)

The net exposure at the end of the reporting period is representative of what the Company was.and is expected to be exposed to
at the end of the next twelve months.

Collateral . ]

Notwithstanding that all traded market risk is borne by the Parent, the trading operations of the Company require a commitment
of our capital and involves risk of loss due to the potential for client losses to exceed the amount of cash in their account. As a
result, we require that each trade must be collateralised in accordance with ouf margin policies. .

e)  Liquidity risk.

Liquidity risk arises from the possibility that the Company might encounter difficulty in settling its debts or otherwise meeting its
obligations relating to financial liabilities. The Company manages this risk through the following mechanisms:

e  preparing forecast cash row analysis in relation to its operational, investing and fmancral actlvmes monrtored ona
quarterly basis; and
. comparmg the maturity profile of financial liabilities with the reahsatron profrle of financial assets.

Typically, the Company ensures that |t has sufficient cash on demand to meet expected operatlonal expenses by preparing
quarterly 12-month cash flow forecasts.

The Company is required to maintain a minimum level of capital pursuant to the requirements of Basel Il / Capital Requirements
Directive IV. This capital adequacy balance is monitored closely by the Board on a quarterly basis through a réview of the
.Company’s Common Reporting Framework returns. Further, the, Board reviews the Internal Capital Adequacy Assessment
Process document quarterly
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19. Financial instruments (continued)

Maturity profile of financial liabilities

The tables below summarise the maturity profile of the Company's fmancual liabilities at balance sheet date based on contractual
undiscounted repayment obligations as at 30 June 2020. The Company does not expect the majority of customers to request
repayment on the earliest date that the Company could be required to pay, and the tables do not reflect the expected cash flows
md(cated by the Company'’s client deposit retention history.

Ondemand 0-3 months 3-12 months 1-5years 5+years - Total
(£) ® - ® € - (® - (£)
At 30 June 2020 )
Client funds (14,660,289) . - - - - (14,660,289)
IB Funds . .(77,305) - - - -  (77,305)
Intercompany liabilities . (713,402) - ) - - - (713,402)
Trade payables : - (74,187) - - - - (74,187)
Total (15,450,996) (74,187) Co- - - (15,525,183)
At 30 June 2019.
o~ Client funds ' ’ . (17.352,811) - oo . S (17,352,811)
* * IB Funds ‘ (56,057) - . - - (56,057)
Intercompany liabilities ' (1,589,173) - - - - (1,589,173)
Trade payables - (32,616) - - - (32,616)
Total . - (18,998,041) (32,616) . - - - (19,030,657)
20. Directors' remuneration
30 June 2020 30 June 2019
3] ®
Directors' remuneration
‘Emoluments (including bonus) . : 643,125 181,184
Company contributions to money purchase pension schemes 5652 1.305
Total directors' remuneration 648,777 182,489
The number of d.irectors who: .
Are members of a money purchase scheme
Total shareholders' funds . 2
Remuneration of the Highest paid director .
. Emoluments (including bonus) o 500,000 139,517 -
Company contributions to money purchase pension schemes 4,118 619
Total remuneration of the highest paid director 504,118 . 140,136
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21. Subsequent events

There are no significant events after the reporting period affectmg the Company that require dlsclosures in.the financial
statements.,

22: Capital management

The legal and regulatory framework under which the Company operates, stipulates that the Company must maintain a minimum
capital adequacy ratio of 8%. The method of calculation is determined in accordance with the provisions of the European Capital
Requirements Regulation No. 595/2013. The Company aims to always maintain a high capital adequacy ratio well above the
required minimum. The Company’s capital adequacy ratio as at year end was 137% (2019: 165%). The capital adequacy ratio is
reported to the Company's regulatory authority on a quar‘terly basis, and disclosures have been made in accordance with the
Capital Requirements Regulation (Pillar Ill). .

“The Company'’s objectives when managing capital are to safeguard the Company’s ability to continue as a gding concern in order

to provide returns for shareholders and to maintain an optimal capital structure to reduce the cost of capital. In order to maintain
or adjust the capital structure, the Company may adjust the amount of dividengis paid to shareholders or issue new shares.

23: Controlling party

The Coi'npany‘s immediate parent company is 'Pepperstone Group Limifed, a Company incorpbrated in Australia.

The Company's ultimate parent company and controlling party is FX HoIdCo Pty Ltd, a Company incorporated in Australia. This.
is the parent undenakmg of the largest group, whlch includes the Company and for which group accounts are prepared.
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