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AFEX GLOBAL HOLDINGS LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2019

The directors present their strategic report for the year ended 31 December 2018,

REVIEW OF BUSINESS AND FUTURE DEVELOPMENTS

AFEX Global Holdings Limited ("AFEX"), a company incorporated in United Kingdom on 30 Aprif 2014, is a wholly owned
subsidiary of Associated Foreign Exchange Haoldings, Inc. and the principal activity of the company is to act as an
intermediats hoiding company for companies within the AFEX Structure ('Group™). The subsidiary entities of AFEX Global
Holdings provides customised global payments for a diverse client base and arranges foreign exchange risk management
and investment trades on behalf of its clients on an execution only basis.

AFEX Global Holdings Limited invested £1,165,994 info an existing subsidiary, Associated Forelgn Exchange Singapore
Pt on 16 September 2019. This represents 1 fully pald erdinary share of SGD 2 millien,

AFEX Global Holdihgs Limited invested £1,879,488 into an existing subsidiary, Associated Foreign Exchange Ireland
Limited on 23 October 2019. This represents 2,164,000 fully paid ordinary shares of EUR 1.

As a helding company there are no revenues orf costs 1o report.

AFEX Global Holdings Limited is committed lo extending its geographical presence and also ansuring the sustained growth
of ali its existing subsidiary underfakings.

The net assets of the company as at 31 December 2019 was £107 (2018: £107).

PRINCIPAL RISKS AND UNCERTAINTIES AND FINANCIAL RISK MANAGEMENT
The principal aclivities of the company outlined above give rise to both operational and financial risks in the narmal course
of busingss. These risks are managed on both a Group-wide basis and locally within each company.

The company has a low risk appetite, The principal risks thal the business faces are described below.

Strategic risk can arise from inadequate Board and senior management processes and oxternal faclors that lead to a
failure to identify or implement the company's strategy. This is mitigated by a process for determining the company’s risk
appelite and stralegy on an on-gaing basis.

Regufatory risk is the risk of non-compliance and future changes in regutatory rufes that wauld impact the company's
business. The company's ability to oporate as a going concern is dependent on ensuring it is consistently up-to-date with
the necessary regulatory authorisations and complying with the associated rules at all times.

The company mitigates this regulalory risk by ensuring a compliance culture throughout all levels of the business and by
investing significant amounts of time and resource to implement appropriale systems and controls. The company halds in-
house Compliance training programemes 1o ensure adherence with requirements.

Foreign exchange risk is managed by closely monitoring shor!, medium and long term exchange rates and the company
has a policy of hedging against currency fluctuations relaling to iransactions. The company has established internal
contrals and bast praclices guiding activities as they relate ta the management of FX risks.

Operational risk is the risk of foss arising from inadequate or failed internal processes, people and systems or from
external events. The company seeks to identify and quantify the operational risks that the company faces. The company
then decides whether to accept, avaid, reduce the likelihood or reduce the impact of each of the individuat risks,

Investment impalrment risk can arise when the financial performance or the return from the invostment in the subsidiary
enlities is below expectation or negatively impacted by the market sa that the recoverable amount of the investment in

{he subsidiaries is lower than the value recognised and capital committed. This is mitigated by an active review process of
the subsidiaries business operation, risk appetile and sirategy on an on-going basis.

ON BEHALF OF THE BOARD:

Mr Wayne Mitchell — Director

2 November 2020
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AFEX GLOBAL HOLDINGS LIMITED

DIRECTORS REPORT
FOR THE YEAR ENDED 31 DECEMBER 2019

The directors present their report with the audited financial statemants of the company for the year ended 31 Dacember 2019.
Financial risk management is discussed within the strategic report.

DIVIDENDS
No dividends will be distributed for the year ended 31 December 2019 (2018: ENil),

DIRECTORS
The direciors of the company who were in office during the year and up to the date of signing the financial statements were:

| Barr (Resigned 20 April 2020)

F V Kunik (Resigned 20 April 2020)
J Viietstra

W Mitchelt (Appointed 20 April 2020)

STATEMENT OF DIRECTQORS' RESPONSIBILITIES IN RESPECT OF THE FINANCIAL STATEMENTS
The directors are responsible for preparing the Annual Report and the financial stalements in accordance with applicable law
and regulations.

Company law requires the directors to prepare financial statements for cach financial year. Under that law the directors have
prepared the financial statements in accordance with Inlernational Financial Reporting Slandards (IFRSs) as adopled by the
European Union. Under company law the directors must not approve the financial statements unless they are satisfied that
they give a lrue and fair view of the state of affairs of the company and of the profit or loss of the company for that peried. In
preparing these financial statements, the directors are required o:

- select suitable accounting policies and then apply them consistenlly;

- state whether applicable IFRSs as adapted by the European Union have been followed, subject to any material
departures disclosed and explainod in the financial statements;

- make judgements and accounting estimates that are reasonable and prudent; and

- prepare the financial slatements on the going concern basis unless it Is inappropriale 1o presume that the company
will continue in business.

The directors are also responsible for safeguarding the assels ol the company and hence for taking reasenable steps for the
prevertion and detection of fraud and other irregularilies.

The directors are responsible for keeping adequate accounting records that are sufiicient to show and explain the
company's transactions and disclose with reasonable accuracy at any time the financial pesition of the company and enable
them o ensure that the financial statements comply with the Companics Acl 2006.

DIRECTORS' CONFIRMATIONS
In the case of each director in office at the dale the Direclors Repor is approved:

- so far as the director is aware, there is no relevant audit information of which the company's auditors are unaware; and
- they have taken all the steps that they ought {o have taken as a director in order to make themselves aware of any relevant
audit informatian and lo establish that the company's auditers are aware of that information.

INDEPENDENT AUDITORS

PricewaterhouscCoopers LLP, having expressed their willingness to continue in office, will be deemed reappointed for the
next financial year in accordance wilh Section 487(2) of the Companies Act 2006 uniess the company receives notice under
Secfion 488(1) of the Act,

ON BEHALF OF THE BOARD:

ll

Mr WayNe Milchell - Director

Date: 2 Novembor 2020.
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AFEX 1.0BAL HOLDINGS LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF
AFEX GLOBAL HOLDINGS LIMITED

Report on the audit of the financial statements

Gphiton

I our opinion, AFEX Global Holdings Limited's financial stalements:

» give a true and fair view of the state of the company's affairs as al 31 December 2019 and of its results for the
year then ended;

+ have been properly prepared in accordance with Inmenational Financial Reporling Standards {IFRSs) as
adopted by the European Unlon; and

» have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Strategic Report, Directors Report and Financial
Statements {the "Annual Report™), which comprise: the Slatement of Financial Position as at 31 December 2018, the
Statement of Changes in Equity for the year then ended; and the netes to the financial statements, which include a
description of the significant accounting policies.

faniy for opininm

We conducied our audil in accordance with Infernational Standards on Auditing (UK) (*1SAs (UK)") and applicable law. Our
responsibilities under ISAs (UK) are further described in the Auditors’ respensibilities for the audit of the linancial
statements section of our report. We believe that the audit evidence we have obtained is sufficient and appropriale to
provide a basis for our opinion.

e el e

We remained independent of the company in accordance with the ethical requirernents that are relevant to our audit of the
financia! statements in the UK, which includes the FRC's Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance wilh these requirements.

Conchusions relating to going concern

We have nothing to report in respect of the following matters in refation to which 15As (UK} require us to report to you
where:

» the directors’ use of he going concem basis of accounting in Iho preparation of the financial statements is not
appropriate; or

« the directors have not disclosed in the financial statements any idenfified material uncertainlies that may cast
significant doubt about the company’s ability to continue 1o adopt the going concern basis of accounting for a
period of at least iwelve months from the date when the financial statements are authorised for issue.

However, because not all future avents or conditions can be predicted, this statement is not a guarantee as to the
company's ability to continue as a going concern.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our
auditors’ report thereon. The directors are responsible far the other infermation. Qur oplnion on the financial stalements
does not cover the other information and, accordingly, we do not express an audit opinion or, except to the extent otherwise
explicitly stated in this report, any form of assurance thereon.

In cenneclion 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 statermenls or our knowledge obtained in
the audit, or otherwise appears lo be materially misstated. If we identify an apparent material inconsistency or material
misstatement, we are required to perform procadures to conclude whether there is a material misstatement of the financial
stalements or a material misstatement of the other information, [f, based on the work we have performed, we conciude that
there is a material misstatement of this other information, we are required to report that [act. We have nothing lo report
based on these responsibilities,

With respect to the Strategic Report and Direclors Report, we also considered whether the disclosures required by the UK
Companies Act 2006 have been included.

Based on the responsibililies described above and our work underlaken in the course of the audit, 1SAs (UK) require us also
to report certain opinions and malters as described below.
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AFEX GLOBAL HCLDINGS LIMITED

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
AFEX GLOBAL HOLDINGS LIMITED

R R R TA S B B Y T N T

in our opinion, based on the work undertaken in the course of the audit, the information given in the Stralegic Report and
Diractors Report for the year ended 31 December 2019 is cansistent with the financial statements and has been prepared in
accordance with applicable legal requirements.

In light of the knowledge and understanding of the company and its environment oblained in the course of the audit, we did
not identify any material misstatements in the Strategic Report and Directors Report.

Nuspoansthihnes (or the hoanoial ssatoments and the guedid
sl o d ol o3t e i ies fo The tiew s Bat sl

As explained more fully in the Statement of Directers’ Responsibilities set out on page 3, the directors are responsible for
ihe preparation of the financial statements in accordance with the applicable framework and for being satisfied thal they
give a frue and fair view The direclors are also responsible for such internal control as they determine is necessary to
enable the preparation of financial statements that are free frem material misstatemenl, whether due to fraud or error,

in preparing the financiat stalernents, the directors are responsibie for assessing the company's ability to continue as a
going concern, disclosing as applicable, matiers related to going concern and using tho going concern basis of accounting
unless the directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do
s0.

Qi nt st tenfe Rl adon fee b it el b Beinrad skt s

Qur objectives are to obtain reasonable assurance aboul whether the financial staternents as a whole are free from material
misstaiement, whether due lo fraud or error, and to issue an auditors' report that includes our opinion. Reasonable
assurance is & high level of assurance, but is nol a guarantee that an audit conducted in accordance with ISAs (UK) will
always detect a materiat misstaterment when it exists. Misslatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial stalements.

A further description of our responsibilities for lhe audit of the financial statements is located on the FRC's website at:
www.frc.org ukfauditorsresponsibilities. This description forms part of our auditors’ repont,

(s of Bes repod

This report, including the opinions, has been prepared for and only for the company’s members as a body in accordance
with Chapter 3 of Part 18 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accepl
or assume responsibilily for any purpose or lo any other person to whom this repart is shown or into whose hands it may
come save where expressly agreed by our prior censent in writing.

Other required reporting

Cormipeinas Act 2006 exeeplinn 1601006
Under the Companies Act 2008 we are required to repart to you if, in our opinion:

* we have nol received all the information and explanalions we require for our audit; or

« adequala accouniing records have not been kept by the company, or returns adequate for our audit have not
been received from branches not visiled by us; or

» certain disclosures of directars' remuneration specified by law are not made; or

» the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Adri Loubser {Senior Statutory Auditor)
For and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

z November 2020
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AFEX GLOBAL HOLDINGS LIMITED

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2019
REGISTERED NUMBER: 02013086 -

Note 2019 2018
£ £
Agsets
Non-current agsets
lnvestments in subsidiaries 5 13,283,512 10,238,030
Total assets B 13,283,512 10,238,030
Equity
Share capital 6 107 107
Relained earnings e o :
Total Equity e 107 0T
Liabilities
Current Habilities
¥rade and other payables . 7 13,283,405 10,237,923
_Total liabilities — 13,283,405 10,237,923
__Total equity and liabilitles 13,283,612 10,238,030

There is no profit or loss or cash flow activily, and as a resull, these statements have not been presented.

The financial statements on pages 6 to 14 were approved by the Board of Directors on 2 November 2020 and were signed
on its behalf by;

|

Mr Wayne MiféheT

- D'lred()r. T

The accompanying hotes on pages 8 - 14 form an integral part of these financial statemenls
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AFEX GLOBAL HOLDINGS LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2019

Note Share Retained Total

capital earnings ceuity

£ £ £

As at 1 January 2018 107 - 107
Result for the year - S
Total comprehensive income e e - -
Issue of share capital 5 - w -
As at 31 December 2018 107 - 107
Resull for the year . _ .
Total comprehensive income - — - - -
Issue of share capital 4] - - B
As at 31 December 2019 107, - e

The accompanying notes on pages 8 - 14 form an integral part of these financial statements
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AFEX GLOBAL HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

GENERAL INFORMATION

The principal activitics of AFEX Global Holdings Limited ('AFEX™) are lo acl as an intermediate holding company
for companies within the Group. The Greup provides customised globat payments for a diverse client base and
arranges foreign exchange risk management and investment trades on behalf of its clients on an execution oaly
basis.

The company is in receipt of a letter of support from Hs immediate parent company, Associated Foreign Exchange
Inc. to provide financial suppoert for a peried of no less than 12 months from the signing date of these financial
statements. With this support, the directors have formed a judgenent, at the lime of approving the financial
stalements, that there is a reasonable expectation that the Company has adequate resources to continueg in
opetational existence for the foreseeable future. For this reason, the directors continue to adopt the going concern
basls in preparing the financial statements,

AFEX Global Holdings Limited is a privale company limited by shares domicited in the United Kingdom. fts
registared office and principal place of business is 4™ Floor, 40 Strand, and London, WC2N 5RW.

These financial statements are prepared in accordance with International Financial Reporling Standards {IFRS)
and IFRS Interpretation Committes {IFRS IC) interpretations as issued by the [nternational Accounting Standards
Board and adopled by the European Union, and the Companies Act 2006 as applicable to the companies reporting
under IFRS.

These financial staterments are prepared as per the requirements of the Companies Act 2006 as applicable to
companies using IFRS and the statements are prepared as per the historic cost convention. The accounting
poticies set out below have, unless otherwise stated, been applicd consistently to all the periods presented in these
financial statements.

Judgements made by lhe directors in the applicalion of those accounting policies which have a significant effect
on the financial statements and estimates wilh a substantial risk of material adjustment in the next financial year
are disclosed in Note 2.2

The Company meects the conditions for exemption from the reguirement to prepare consolidated financial
stalements under 5401 of the Companies Act 2006, Consequently, these financial statements present information
about the Company as an individual undertaking and not about the Company and its subsidiarias as a consolidated
entity. Consistent with the requiremants of s401, management has altached the consolidaled financial statermnents
of ifs immediale parent entity, Associated Fareign Exchange, Inc. for the year ended 31 December 2019 as an
appendix to these financial statements.

The registered oflice of Associated Forcign Exchange, Inc. is 21045 Califa S|, Woodland Hills, CA 91367 United
Slates.

PRINCIPAL ACCOUNTING POLICIES

2.1 Functional and presentation currency

The financial statemenis are presented in Sterling, which is also the lunctional currency of the company. All
amounts, uniess otherwise stated, have been rounded to the nearest pound.

2.2 Accounting estimates and judgements

The preparation of the company's financial stalements requires management to make judgements, estimates and
assumptions thal affect the reported amounts of assets and liabilities, and the accompanying disclosuras, and the
disclosure of contingent liabilities. Uncertainly about these assumptions and ostimates could result in cutcomes
that require a matenial adjustment to the carrying amount of assets or liabilities affected in future periods.

The estimates and assumptions which have a significant risk of causing a material adjustment to the carrying
amount of assets and liablities within the next financial year are discussed bolow.

Esfimate - Impairment

The financial statements have been prepared on a histovical cost basis. The canying value of investiments Is
£13,283,512 (2018: £10,238,030). This is based on the cost invested into each subsidiary entity and subsequent
to all impairment reviews carried out. The residual values of all investmen(s are reviewed at each financial year
and adjusted prospectively, if appropriate. This review includes an annual impairment review of alf investments. Al
invasimenis are stated at the lower of cost and net realisable vaiue.

2.3 New Standards, Amendments end Interpretations
tn the current year, tha following amendments 1o adopted IFRSs are mandatorily effective for an accounting period

that begins on or after 1 January 2019, Their adoption has not had any material impact on the disclosures or on
the armounts reporied in these financial statements:
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AFEX GLOBAL HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continuoed}
FOR THE YEAR ENDED 31 DECEMBER 2019

2.3 New Standards, Amendments and Interpretations (continued}

Inlerpretalion 23, Uncertainty over Income Tax Treatments,

Amendments to IFRS 8, Prepayment Features with Negative Compensation;
Amendments to IAS 28, Long term interesls in Assoclates and Joint Ventures;
Annual Improvements to IFRS Standards 2015-2017 Cycle;

Amendments to IAS 19, Plan Amendment, Curailmenl or Settlement

IFRRS 16, 'Leases’

LI T T R T %

There are no other IFRS or IFRS IC interpretations that are not yel effective that would be expected to have a
material impact on tha group's consolidated financial sialements.

Al the date of authorisalion of these financial statements, the company has not applied the following new and
revised IFRSs (hat have been issued bul are nol yel effective and in some cases had not yet been adoptod by the
EL:

IFRS 17, Insurance Contracts;

Amendments to IAS 1 and 1AS 8, Definition of Materiat

Amendments to (FRS 3, Definition of a Businiess

Revised Conceptual Framework for Financial Reporting

Amendments to IFRS 10 and IAS 28, Sale or contribulion of assels between an investur and its associate
or joint venture

s n e @

There are no other standards that are not yet effective and that would be expectod to have a material impacl an
tha entily in the current or future reporling periods and on foreseeable fulure transactions. The Direclors do not
expect thal the adoption of the Standards listed above will have a material impact on tha financial statemaents of
the group in future periods,

2.4 Current versus non-current classification

The company presenis assets and liabilities in the statemont of financial position basced on current/non-cufrent
glasslfication. An asset is cutronf when it is:

expecied 1o be realised or intended to be sold or consumed in the normal operaling cycle; or

hetd primarily for the purpose of trading; or

expected 1o be realised within twelve months after the reporting period; or

cash or cash equivalents unless restricled from being exchanged or used to setlle a liabilily for at least
twelve months after the reperting period.

All other agsels are classified as non-cureent.
A liability is current when:

it is expecled to be settled In the normal operating cycle; or

it is held primarily for the purpose of rading; of

f Is due 1o be setlled wilthin twelve months after the reporting period; or

there is no unconditional right to dofer the settlement of the liability for at least twelve months afler the
reparling period,

LI B

The company dassifies all other liabilities as non-current.
Deferred tax assels and liabiliies are classified as non-current assets and liabilities.
2.5 Forelgn currencies

Transactions In foreign currencies are initially recorded at the spol rate at the date the transaction firsi qualifies for
recognilion.

Monetary assets and liabilties denominated in foreign currencies are translated at the funclional currency spot
rates of exchange at the reporting date.

Non-monetary items that are maasured in terms of historical cost in a foreign currency are transiated using the
exchange rates at the date of the initial transactions.

The group headed by Associated Foreign Exchange Holdings Inc. manages foreign exchange exposure on a group
wide basis. Accordingly, gains and [osses arising from exchange rete movements are lransferred to Assoclated
Foreign Exchange Inc., another group campany.
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AFEX GLOBAL HOLDINGS LIMITED

NOTES TC THE FINANCIAL STATEMENTS {continued)
FOR THE YEAR ENDED 31 DECEMBER 2019

2. PRINCIPAL ACCCUNTING POLICIES (continued)

2.6 Financial instruments

Financial assels and liabilities are recognised in the company's Statement of Financial Position when the company
becomes a parly o the contractual provisions of the instrument. The company’s financial instruments comprise
cash, trade receivables and trade and other payables.

Trade payables

Financial habilities are obligations lo pay cash or other financial assels and are recognised when the company
becomes a party to the contractual provisions of the instrument. Al financial liabilities are recorded at amortised
cost using the effoctive interest method, wilh inlerest related charyes recognised as an expense in finance cost in
the statement of comprehensive income.

A financial fiability is derecognised oniy when the obligation is extinguished, that is, when {he obfigation is
discharged, cancetled or expires.

2.7 Investments

Invesiments in subsidiarios are shown at cost less provision for impairment. Impaiiment assessments are carricd
cut annually.

2.8 Equity
Equity comprises the following:
+ share capital represents the nominal value of the equity shares; and
« retained earnings represent accumulated prafits and losses from incorporation,
2.9 Auditors’ Remuneration

The audit fee for the company is borna by another group company (Associaled Foreign Exchange Limited). The
audit fee for 2019 amounted to £7,500 (2018: £7,200).

3. Taxation

The entity does not have curient or deferred tax balances for the cuerent and priar year.

4, Directors and employees

The directors of the company are the key management persorsted, none of whom were remuneratad by the
company during the years ended 31 Dacember 2019 and 31 Dacember 2018. The renumeration of the directors
of this cntily are borne by another entity within the AFEX group. The value of the services provided by the
directors to the entity are deemed lo be of negligible value. The company did not employ any employees during
the years ended 31 December 2019 and 31 December 2018.
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AFEX GLOBAL HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS {(continued)

FOR THE YEAR ENDED 31 DECEMBER 20138

5. Investments in Subsidiaries - 2019

Name of subsidiary Country of Effective
incorporation ownership
AFEX Offshore Limited Jersey 100%

Registered office: 1¥ Floor, 9 BBurrasd Street, St Helier Jersey, JE2 4WS
Assoclated Forelgn Exchange Limited UK 100%
Registered office: 4™ Floor, 40 Strand, L.ondon, WC2N 5RW

Associated Foreign Exchange Australia 100%
Australia PTY Ltd

Registered office: Levet 38, Citigroup, 2 Park Strect, Suite D, Sydney, NSW 2000, Australia

Associaled Foreign Exchange Switzerland 100%
(Schweiz) AG

Registered office: Stampfenbachsirasse 5, 8001 Zurich, Schwez

Assaciated Foreign Exchange Singapore 100%
Singapore PTE

Registered office: 4 Shenton Way, 28-03 SGX Centre 2, Singaporo, 068807,
Associated Foreign Exchange Canada 100%
ULC (Canada}

Registered office; 200 Front Street West, Suite 2203, Toronto, ON, Canada

AFEX Honhg Kong Limited Hong Kong 100%

Registered office: Suite 1106-8, 11/, Tai Yau Building, No. 181 Johnston Road, Wanchai, Hong Kong

Associated Forelgn Exchange New Zealand 100%

New Zealand Limited
Registered office; L4, 152 Fanshawe Street, Auckland 1010, New Zealand

Associated Foreign Exchange Ireland 100%
Ireland Limited

Registered office: 1% Floor, 120 / 121 Lower Baggot Street, Dublin 2, ireland

AFEX Markets Europe Limited Ireland 100%

Registered office; 1% Figor, 120/ 121 Lower Baggot Street, Dublin 2, Ireland

Investment
£

3,450,000

380,001

431,745

66,623

3,473,588

3,482,561

1,888,130

110,820

13,283,512

The directors belleve that the recoverable amount of investmonts is equal Lo or greater than the carrying value,
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AFEX GLOBAL HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS {continued)
FOR THE YEAR ENDED 31 DECEMBER 2019

5. Investments in Subsidiaries (continuod) - 2018

Name of subsidlary Country of Effective Investment
incarporation ownership £
AFEX Offshore Limited Jorsey 100% 3,450,000

Registered office; 1% Floor, @ Burrard Street, St Helier fersey, JE2 4WS
Associated Foreign Exchange Limited UK 100% 380,004
Registered office: 4™ Floor, 40 Strand, London, WC2N 5RW

Assoclated Foreign Exchange Australia 100% 431,745
Australia PTY Ltd

Regislered office: Level 38, Citigroup, 2 Park Street, Suite D, Sydnay, NSW 2000, Australia

Associated Foreign Exchange Switzerland 100% 68,623
(Schwelz) AG

Registered office: Stampfenbachstrasse 5, 8001 Zurich, Schweiz

Associated Foreign Exchange Singapore 100% 2,307,692
Singapore PTE

Registered office: 4 Shenton Way, 28-03 SGX Centre 2, Singapore, 088807.
Associated Foreign Exchange Canada 100% 3,482,551
ULC (Canada)

Registered office: 200 Front Slreet West, Suile 2203, Toronto, ON, Canada

AFEX Hong Kong Limited Hong Kong 100% -

Registered office: Suite $106-8, 11/F, Tai Yau Bullding, No. 181 Johnston Road, Wanchai, Hong Kong

Associated Foreign Exchange New Zealang 100% 55
New Zealand Limited

Registered office: 1.4, 152 Fanshawe Street, Auckland 1010, New Zealand
Associated Foreign Exchange Ireland 100% 8,642
Jreland Litnited

Registered office: Ground Floor, 4044 Kingswoed Avenue, Citywest, Dublin 24, lreland

AFEX Markets Europo Limited Iraland 100% 110,820

Registered office: 1% Floor, 120/ 121 Lower Baggot Street, Dublin 2, Ireland

10,238,030

The directors beliove that the recoverable amouni of investrments is equal to or greater than the carrying value.
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AFEX GLOBAL HOLDINGS LIMITED

NOTES TGO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2019

6. Share capital

Authorised and issued but not fully paid: 2019 2018
i B & £
107 (2018 107) Crdinary shares of £1.00 per
shara  _ __ . 107 107

107 107

7. Trade and other payables - Current

2019 2018

£ £

Amaunts 1o group undortakings (Note B} e 13,283,406 10,237,923
S .. 13,283,405 10,237,923

The amounts owed {o group undertakings are unsecured and are repayable on demand.

8. Related party transactions

Associated Foreign Exchange Holdings Inc. is considered to be a related party as il is the uftimate controlling party.
The tolal amount due lo Associated Foreign Exchange Holdings, Inc. at 31 December 2018 was £908,370 (2018:
£908,370).

Associated Foreign Exchange Limited is considered 1o be a related parly as il is a fellow subsidiary of AFEX Global
Holdings Limited. The tolal amount due to Assocdiated Foreign Exchange Limited at 31 December 2019 was
£380,001 (2018: £380,001). .

Associated Forsign Exchange Australia Pty Ltd is considered to be a refated party as it is a fellow subsidiary of
AFEX Global Holdings Limited. The tolal amount due to Associated Forcign Exchange Australia Pty Ltd at 31
December 2018 was £370,688 (2018: £387,114).

Associated Foreign Exchange, ULC (Canada) i3 considered (o be a related party as it Is a felfow subsidiary of
AFEX Global Holdings Limited. The total amount due to Associated Foreign Exchange, ULC (Canada) at 31
December 2012 was £681 (2018; £575).

Associated Foreign Exchange (Schweiz) AG is considered to be related parly as it is a fellow subsidiary of AFEX
Gilobal Heldings Limited. The total amount due fo Associated Foreign Exchange (Schweiz) AG at 31 December
2019 was £78,032 (2018: £79,018).

Associated Foreign Exchange Inc, is considered to he a relaled parly as it is a fellow subsidiary of Associated
Foreign Exchange Heldings Inc. The total amount due to Associated Foreign Exchange ine. at 31 Becember 2019
was £11,431,411 (2018: £8,360,531).

Associated Foreign Exchange New Zealand Limited is considered to be a relaled party as it is a feliow subsidiary
of AFEX Global Holdings Limited. The total amount due to Associaled Foreign Exchange New Zealand at 3t
Dacember 2018 was £51 (2018: £53).

Assaciated Fareign Exchange Ireland Limited is considered i be a related parly as il Is a fellow subsidiary of AFEX
Global Holdings Limited, The tolal amount dua 1o Associaled Foreign Exchange Iretand Limited at 31 December
2019 was £8,464 (2018: £8,989).

AFEX Markets Europe Limited 1s considered to be a related party as if is a fellow subsidiary of AFEX Global

Holdings Limited. The total amount due 1o AFEX Markets Europe Limiled at 31 December 2019 was £105,807
(2018: £112,372).

Page 13




AFEX GLOBAL HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (centinucd)
FOR THE YEAR ENDED 31 DECEMBER 2019

9. Ultimate parent company and ultimate controlling party

AFEX Global Holdings' immediate parent company is Associated Foreign Exchange, Inc. and its ultimale parent
company is Associaled Fareign Exchange Holdings, Inc. Both parent cotmpanies are incorparated in the United
Stales of America.

Within the ullimate pareni company there is no one single controlling parly as majarity sharehaolder.

Associated Foreign Exchange Holdings, Inc. is the largest and Assodiated Foreign Exchange, Inc. Is the smallest
group of underiakings to prepare consolidated financial statements at 31 December 2018,

10. Subsequent events,
Coronavirus {COVID-19) was dectared a global pandemic by the World Health Organisalion on 11 March 2020
and this is therefore considered a nun-adjusting post balance sheet evenl. The impact cannot be quantified al this

slage,

Fleetcor Inc. have agreed in principal to acquire the Afex Group on 17" September 2020 subject o regulatory
approvals.
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Report of Independent Auditors
Ta the Board of Directors of Associated Foreign Exchange, Inc.

We have audited the sceompanying consolidated financial statements of Associated Foreign Exchange,
Inc., and its subsidiaries, which comprise the consolidated balance sheets as of December 31, 2019 and
2018, and the related consolidated statements of comprehensive income, of shareholder’s equity and of
cash flows for the years then ended.

Management's Responsibility for the Consolidated Financial Statements

Management is responsible for the preparaticn and fair presentation of the consolidated finaneial
statements in accorlance with accounting principles generally aceepted in the United States of America;
this includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of consolidated financial statements that ave free from material misstatement,
whether dne to fraud or ervor.

Auditors’ Respongibility

Our responsibility is to express an opinion on the consolidated financial statemnents based on eur audits.
We conducted our andits in accordance with auditing standards generally accepted in the United States of
Arnerica, Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free from material misstatement.

An andit involves performing procedures to obtain audit evidenee about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on our judgment, including the
nssessinent of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, we consider internal control relevant to the Company’s
preparation and fair presentation of the consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Company’s internal contret. Accordingly, we express no such opinior. An audit
alsa includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant aceounting estimates made by management, as well as evaluating the overall presentation of
the consolidated financial statements, We believe that the audit evidence we have obtained is sufficient
and appropriate ta provide a basis for our audit opinion.

Opinion

En our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Associated Foreign Exchange, Inc,, and its subsidiaries as of
December 31, 2019 and 2018, and the resalts of their operations and their eash flows for the years then
ended in accordance with accounting principles generally accepted in the United States of America.

Phisewvatuhstiuelssprs) AP

March 30, 2020

PricewaterhouseCoopers LLP, 601 South Figueroa Street, Los Angeles, CA o001y
T: (213) 356 6000, F: (813) 637 4444, unte.pue.com/us



ASSOCIATED FOREIGN EXCHANGE, INC.

AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2019 AND 2018

Assels

Current Assets
Cash and cash equivalents
Derivative assets, spots and forwards
Derivative assets, options
Settlerents receivable
Accounts receivable, net of $1,401,999 reserve for bad debts
(2018: $543,528)
Due from affiliates
Prepaid expenses
Investments
Other assets, current

Total Current Assets
Non-Current Assets
Properly, equipment and improvements, net

Goodwill, net
Other assets, non-current

Total Non-Current Assets

Total Assets

The accompanying notes are an integral part of these financial stalements.

$ 248,899,838
29,589,631
36,443,227

8,826,529
3,060,587

4,042,829
1,054,947
286.428

332,306.016

13,759,872
4,221,066
2,518,394

20,449,332

$.352.809,348

2018

§ 183,568,373
28,822,906
18,858,727

7,130,789
1,326,719

20,620
3,428,919
1,029,067
1,006,287

245,293 407

14,666,232
4,480,421
2272310

21,419,033

$ 266712440



ASSOCIATED FOREIGN EXCHANGE, INC.
AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2019 AND 2018

et _

Liabilities and Shareholder's Equity
Current Liabilities

Customer deposits % 220,681,139

Derivafive liabilities, spots and forwards 13,872,499

Derivative liabilities, options 36,443,227

Settlements payable 8,926,529

Accounts payable and accrued expenses 14,030,811

Due to affiliates 10,603,350
Total Current Liabilities 304,557 595
Non-Current Liabilities

Deferred compensation liabilities 732,744
Total Non-Current Liabilitiea 732,744
Total Liabilities 305,290,339
Total Liabilities and Shareholder's Equity

Common stock, no par value, 1,500 shares

authorized, 800 shares issued and outstanding 800,000

Additional paid-in-capital 9,597,143

Accumulatad other comprehensive loss {6,413,033)

Retained Eamings 43,530,899
Total Shareholder's Equity 47,515,009
Total Liabilities and Shareholder's Equity £ 352.805.348

The accompanying notes are an integral part of these financial statements.

2018

$ 165,660,212
12,068,476
18,958,727

7.130,789
8,913,304
12,194,228

225,934,736

603,338

603,338

226 538074

800,000

9,597,143
(7.093,113)
36,870,336

PO =2 Led AL

40,174,366

— N, Y

i 266712440



ASSOCIATED FOREIGN EXCHANGE, INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

AND SUBSIDIARIES

Net Revenue

Forelgn currency exchange services

Transaction fees
Total Net Revenue

QOperating Expenses

Employee compensation and benefits

Office expense

Rent expense

Bank expenses

Professional fees
Depreciation and amortization
Travel expenses

Advertising and marketing
Other operating expenses

Total Oparating Expenses
Operating Income

Other {Income} / Expense
Interest income
Interest expense
Impairment losses and disposals
Total Other {Income}
Income Before Income Taxes

Provision for Income Taxes

Net Income

Fereign currency translation adjustment

Comprehensive Income

The accompanying notes are an integral part of these financial statements.

2019 2018
$ 131,701,014 115,647,099
1,896,510 1,641,185
133,507 521 117,268,284
83,077,130 73,915,544
11,242 9568 10,634,387
4,653,923 4,677,309
4,968,904 4,491,978
4,956,195 4,435,503
4,439,032 4,239,747
3,634,028 3,120,838
2.085.665 1,571,701
1,953,107 1,104,716
121,012,952 108,200,723
12,984 569 087,561
(666,125 (759,158)
325,390 375,092
1,382 5,614
(339,353) (377.452)
12,923,922 9,465,013
2378109 756.485
10545813 8,708,528
680,080 {1.786,807)

$§ 11220803 & 6021721



ASSOCIATED FCREIGN EXCHANGE, INC.
AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF SHAREHOLDER'S EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2018

Balance - December 34, 2017
Contributions

Distributions

Comprehensive income (loss)
Balance - Decemnber 31, 2018
Contributions

Distributions

Comprehensive income (loss)

Balance - December 31, 2019

Accumulated
Common Stock Additional Other Total
Paid-in Comprehensive Retained  Sharehoider's
Shares Amoaunt Capital Income (Loss) Eamings Equity

—.— 800 $ 800000 } 90507143 $(5.300308) $31.000742 $ 36001570

- - - - (2.833,034)

- - - _{1,786.807}) 8,708,528

(2.838,934})

6,921,721

—-200 5 800000 £ 9507343 3(7.093.113% §36.870.336 $40.174.366

- - - - {3.8B5.250) (3.885.250)
- - = 680,080 _ 10545813 _ 11,225,893
800 § 800000 $ 9507143 §(6.413.033) $43.530.899 $47.515.009

The accompanying notes are an integral part of these financial statements,



ASSOCIATED FOREIGN EXCHANGE, INC.
AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
AS OF DECEMBER 31, 2019 AND 2018

2019 2018

Cash Flows from Operating Activities

$ 10545813 § 8.708.528

Net income
Adjustments to reconcile net income to net cash used in operating
activities:
Depreciation and amortization 4,441,315 4,239,747
Gain on impairment and disposal - 6,614
Bad debt expense 1,322,271 522,151
Unrealized gain/loss on derivatives 324,336 {2,403,093)
Changes in operating assets and liabilities:
Accounts receivable (3.056,138) 2,502,737
Due toffrom Affiliates (1,570,218) 4,512,556
Derivative assets/liabilities, spots and forwards 712,961 (6.027,939)
Prepaid expenses and other current asse!s {613.910) (449,047)
Other assets - 471,773 364,832
Customer deposits 55,011,927 10,425,025
Accounts payable and accrued expenses 4,246,912 (2,241.197)
Total Adjustments 61,291,231 11,452 386
Net Cash Provided by Operating Activities $ 71,837.044 § 20,160,914
Cash Flows from Investing Activities
Investments {25,880) 730,159
Acquisition of praperty, equipment and improvements {3.275,529) {2.466,864)
Neot Cash Used in Investing Activities 5 {3,301,409) % {1,7356,705)

The accompanying notes are an integral part of these financial statements,



ASSOCIATED FOREIGN EXCHANGE, INC.
AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
AS OF DECEMBER 31, 2019 AND 2018

Cash Flows from Financing Activities

Payments on line of credit
Payments cn related party note payable
Distributions to the shareholder

Net Cash Used in Finanging Activities

Net Increass {Decrease) in Cash and Cash Equivalents
Effect of Exchange Rates on Cash and Cash Equivalents
Cash and Cash Equivalents - Beginning

Cash and Cash Equivalants - Ending

Supplemental Disclosure of Cash Flow Information

Cash paid during the year for:
Interest
Income Taxes

The accompanying noles are an integral part of these financial statements.

2019 2018
. (30,000,000)
- (3.000,000)
{3,885 250) (2,838 935)
(3,885,250 {35.838,935)
64,650,385 {17.414,726)
580,080 (1,786,806)
183,569,373 202,770,905

$ 248899838 § 183,569,373

$ 322196 §
$ 1,725,630 $

380,561
707,253



ASSOCIATED FOREIGN EXCHANGE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2018 AND 2018

NOTE 1-DESCRIPTION OF BUSIKESS

Assaciated Foreign Exchange, Inc. and Subsidiaries (colleclively, “AFEX™ or “the Company”}
pravide worldwide foreign currency exchange services, primarily cross-border cross-currency
transactions, to small and medium size enlerprises as well as other organizations and individugals.
The Company's business activities inciude exchanging currencies al spol rates, which enable
customers ta make cross-currency payments, and the writing of foreign currency ferward and oplion
contracts for customers to facilitate future payments and hedge their foreign currency risk. The
Company is licensed as & money service business ("MSB") by the banking departments of
regulatory authorities in the U.S. states and foreign countries in which it cperates. These licenses
subject the Company to compliance obligations including anti-money laundering reporting
requirements in certaln jurisdictions.

The Company, based in Woodiand Hills, California, was formed in December 2006 and registered
as a California § Cerporaticn. AFEX aperates as a wholly-owned subsidiary of Associated Foreign
Exchange Holdings, Inc. (*AFEX Holdings"}. The Company has elected December 31 as its year
end for tax and financial reporting purposes.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

PRINCIPLES OF CONSOLIDATION

The consolidated financial statements for the year ended December 31, 2019 include the accounts
of Associated Foreign Exchange, Inc. and its wholiy owned domestic and foreign subsidiaries:

Associated Fereign Exchange Australia Pty Limited {Australia)
Assaciated Foreign Exchange, ULC {Canada)

Inversiones Transpacific SpA {Chile)

Transpacific Servicios Financieros SpA (Chile)

AFEX Hong Kang Limited (Hong Kong)

AFEX Markets Europe Limited {Ireland}

Associated Foreign Exchange Ireland Lid. (Ireland)

AFEX Offshore Lid. (Jersey)

Associated Foreign Exchange New Zealand Ltd. (New Zealand)
Associated Foreign Exchange (Singapore} Pte. Limited
Associated Foreign Exchange {Schweiz) AG {Swilzerland)
AFEX Global Holdings Ltd. {United Kingdom)

AFEX Markets pic (United Kingdom)

Associated Foreign Exchange Limited (United Kingdom)

Intercompany accounts and transactions have been eliminated in consofidation.

L 2L I I I I O B N B I I )

BASIS OF PRESENTATION

The accompanying consolidated financial statements have been prepared in accordance with
generaily accepted accounting principles in the United Slates of America (*GAAP"). The summary
of significanl accounting policies presented below is designed te assist in understanding the
Company’s consolidated financial statements.



ASSOCIATED FOREIGN EXCHANGE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2019 AND 2018

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
REVISION OF PRIOR YEAR FINANCIAL STATEMENTS

The December 31, 2018 Cansolidated Balance Sheet reflects the comection of the classification
of fiabillties by reducing Accounts Payable and Accrued Expenses and increasing Customer
Deposits by approximately $6 million and $6 million, respectively. The 2018 Consclidated
Statement of Cash Flow has also been revised to reflect the correcticn of the abovementioned
classification error,

USE OF ACCOUNTING ESTIMATES

The preparation of financial stalements in conformity with GAAP requires management to make
estimates and assumptions that affect the amounts reported in the financial statements and
accompanying notes. Actual results could differ from these estimates.

CASH AND CASH EQUIVALENTS

The Company considers foreign currencies to be cash equivalents. Foreign cutrencies are
recarded using relevant inter-bank exchange rates on a trade-date basis and adjusted to {air value
using the spot rates at reporting date. Any unrealized holding gains and losses on foreign
curmencies are recognized in Foreign Currency Exchange Services revenue.

The Company is exposed to foreign exchange risk on the foreign currencies it held as part of cash
during the year. To mitigate this risk, the Company enters Into derivative centracts with financlal
institutions to economicaly hedge exposure from its customer trading activity (See Note 4,
Derivatives).

The Company maintaing cash and cash equivalent balances with various financial
inslitutions worldwide. Such balances often exceed the insured limils of the United Stales Federal
Deposit Insurance (‘FDIC") and deposit insurance programs supported by foreign governments.
The Company maintains restricted cash balances including collateral trading funds and amounts
to cover money transmission liabilities in compliance with various State requirements. Restricted
cash balances were $113,834.869 (2018: $61,538,987), including $46,843,792 (2018:
$11,967,886) of trading collateral and $31,991,177 (2018: $30,484,517) of client funds and non-
trading collateral. $35,000,000 {2018: $20,000,000) in USD funds is maintained for money
transmissicn liabilities as required by various regulatory agencies in the United States, as of
December 31, 2019.

CONCENTRATION OF CREDIT RISK

Financlal instruments that potentially subject the Company to concentrations of credit risk consist
primarily of accounts recelvable and forelgn currency spot, forward and option contracts, The
Company places its cash with high credit quality Tinancial institutions throughout the world. The
Company's foreign currency transactions are entered into with eight internationaf financial
institutions. The Company limits the concentration of its cash and cash equivalents with any one
institution and regularly reviews invesiment concentrations and credit worthiness of these
institutions,



ASSCCIATED FOREIGN EXCHANGE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2019 AND 2018

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

The Company Is exposed to credit kosses in the event of nonperfarmance by the counterparties fo
fareign currency exchange rate forward and certain option agreements. However, the Company
does not anticipate significant nonperformance by its bank counterparties and customers. This risk
is partially mitigated by deposits received from custemers who enter into these agreements. The
Company setfies in U.S. dollars or foreiga currencies, at maturity. at rates agread to at the incepticn
of the confracts.

These foreign currency agreements have not been designated for hedge accounting treatment
and, as such, changes in the fair value of these instruments are recognized in Forgign Currency
Exchange Services revenue. The Company elected, under ASC 815 Derivalives and Hedging
guidance, to offset fair value amounts recognized for derivative instruments under netting
arrangements by counterparty {See Note 3, Fair Value Measurements and Note 4, Derivatives).

The Company further mitigates credit risk arising from amounts receivable from cusiomers through
credit approvals, credit limits, and the monitoring of customers' transaction activities. In additien,
the Company performs ongeing credit evaluations of its customers' financia! conditon and credit
worthiness, The credit 1isk associated with spot foreiga currency exchange conlracts is largely
miligated, as In most cases the Company requires the receipt of funds from customers before
releasing the associated payment.

The Company's concentration of risk to any one cuslomer or categories of customers is reduced
by the nature of AFEX's large, diverse custormer base. During the years ended December 31, 2019
and 2018, nc one customer accounted for more than 10% of the Company's net revenues. This
risk of nonperformance by certain financial institutions may have significant impact on the
Company's operations.

ACCOUNTS RECEIVABLE

Accounts receivable are derived from transactions with US retail customers including private
individuals and banks, as well as payments t¢ be recelved for processing foreign currency
ransactions, such as checks, wites and bank notes, on bahalf of the transfereg pricr to receiving
seltled funds from the bank, and other certain amounis outstanding from customers relating o
trading activity.

RESERVE FOR BAD DEBTS

The reserve for bad debis is established by estimating losses from customers based on the
Company's analysis of the aging of its accounts receivable balances and ongoing credit
evaluations of its customers for amounts due to the Company. AFEX recognizes bad debt
reserves and expense in-line with ASC 310 Receivables guidance on impairment of specific
recelvable balances. Receivable losses are charged against the Reserve for Bad Debts when
management believes the account balance is uncoliectibie. As of December 31. 2019, the
Company recorded a Reserve for Bad Debts of $1,401,999 (2018: $543,528) against the Accounts
Receivable balance.,

10



ASSOCIATED FOREIGN EXCHANGE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2019 AND 2018

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

GEOGRAPHIC CONCENTRATION OF REVENUE

Geographical distribution of revenue for the years ended Oecember 31, 2019 and 2018 were:

2019 2018
United Kingdom {including Jersey) $ 51,245455 $ 46,028,875
United States of America 40,436,436 34,036,944
Australia 29,078,739 23,866,954
Canada 7,505,896 7.812,788
Switzerland 2,741,683 3,375,706
treland 1,533,116 1,334,396
Singapore 1,055,196 832,821
Total Net Revenus $.133,597,521 4 117,288,284

The Company's reporting cugency is the U.S. dosiar. The functional currency of each foreign
subsidiary reflects the native official currency of the respective foreign country in which a subsidiary
is incorporated.

SETTLEMENTS RECEIVABLE AND PAYABLE

Seftliements receivable and settlements payable represent amounts from unsettled or in-process same
cumency transactions. The Company recognizes settlements receivable and setllements payable on
a trade date basis.

DERIVATIVE ASSETS AND LIABILITIES

The Company enters into foreign curreacy spof, forward and option contracts with customers and
financial institutions that allow the Company, in the case of spots and forwards, to either buy or
sell currency at a fulure date at a pre-determined price assessed on the date of the contract, and
in the case of foreign currency oplions, offer its customers more tailored products to meet their
foreign exchange risk managemeni objectives.

The Compary enters into derivative contracts 1o generate Foreign Cumrency Exchange Services
revenue and to reduce, or economicaily hedge, the variabilily related to fair value movements and
future cash settlement obligations. The derivatives entered into by the Company generally have
lerms no greater than one year. The credit risk associated with derivative contracts is mitigated
through procedures such as customer credit checks, requiring receipt of funds from customers
before releasing an asscclated payment and the halding of counterparty collateral.

The fair values of the Company's derivatives are derived from standardized models that use
market-based inputs {e.g., forward prices for foreign currency). The Company recognizes and
accounts for derivative assets and liabilities on a trade date basis. The Company recognizes its
derlvatives in the Derivative assels, spots and forwards; Derivative assets, options; Derivative
liabllities, spots and forwards; and Derlvative liabilities, options lines on its Censolidated Balance
Sheets and presents them at their fair value, netted by counterparty.



ASSOCIATED FOREIGN EXCHANGE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2018 AND 2018

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
REVENUE RECOGNITION

The Company’s revenues are derived primarily from Foreign Currency Exchange Services and
Transaction Fees received from customers.

Foreign Cutrency Exchange Services Revenue
Foreign Currency Exchange Services revenue includes:

a. Profit spreads on foreign currency spot and forward contracts entered into with customers -
these spreads represent the difference between the exchange rates offered by the Cempany
fo its customers and the exchange rates available to the Company through wholesale foreign
exchange markets

b, Premiums earned on derivalive option contracts with customers and financial institutions

¢. Mark to market fair value movements of spet, forward and options contracts open as at balance
date relating to customers and financial institutions.

The term of the derivative contracts entered into by the Company is generally less than cne year.
In addition to transactions with customers, the Gompany alsc buys and sells foreign cumency
coniracts with a small number of large financial institutions to economically hedge its derivative
confracts heid with customers. These foreign currency contracts offset foreign exchange rale
fluctuations from customer positions, and form part of the Company's broad portiolio of foreign
currency assets and liabilities which are part of AFEX's glebal cross-currency payment operations.

Transaction Fees

On January 1, 2019, the Company adopted a new accounting stendard, ASC 606 Revenue From
Contracts With Customers, as amended. This standard provides guidance on recognizing
revenue, including a five-step model to determine when revenue recognition is appropriate. ASC
B06 does not apply to the financial instruments through which the Company generates most of its
revenue {see the Foreign Currency Exchange Service Revenue section above).

The new standard applies to the Company's Transaction Fee revenue stream. and requires that
an entity recognizes revenue to depict the transfer of promised goods or services to customers in
an amount that reflects the consideration to which the entity expects to be entifled in exchange for
those goods or services.

Transaction fee revenue is earned through standard rates being charged to cuslomers for the
processing and transmitting of payments and financial fransactions and is recognized on a trade
date basis. The impact on Transaction Fee revenue as & result of the adoplion of the new revenue
standard is immaterial.

12



ASSOCIATED FOREIGN EXCHANGE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2019 AND 2018

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
FOREIGN CURRENCY TRANSLATION & REMEASUREMENT

The Company translates the assets and liabilitles of its non-U.5. dollar functional currency
subsidiaries into U.S. dollars using exchange rates in effect at the end of each period, Revenue
and expenses for these subsidiaries are iranslated using rates that approximate those in affect
during the period.

The accounting differences generated through these twe translation approaches are recognized
in Accumulated Other Comprehensive Income in the Consclidated Balance Sheels, the
Consolidated Statements of Shareholder's Equity and through the Foreign Currency Transiation
Adjustment line of the Consclidated Staternents of Comprehensive Income. The batance of
Accumulated Other Comprehensive Income as at December 31, 2019 and 2018 is derived
exciusively from foreign currency translation adjusiments.

PROPERTY, ECGUIPMENT AND IMPROVEMENTS

Property, equipment and improvements are stated at historical cost, net of accumulated
depreciation and amartization. Depreciation is computed using the straight-line method over the
estimated useful Bves of the respective assets, which range from 3 to 10 years. Leasehold
improvemenls are amortized using the straight-line method over the shorter of the remaining lease
term or the estimated useful lives of the improvements. Expenditures that malerially increase an
assel’s life are capitalized while ordinary maintenance and repairs are recognized as expenses in
the Consolidated Statements of Comprehensive lncome. Costs related to internally-developed
software are expensed or capitalized depending on the nature of the cost and the stage of
development,

The Company capitalizes internally-developed software cosis on a project-by-project basis. All
costs to establish the technological feasibility of computer software develepment are expensed as
incurred. Internally-developed software development costs are carried al the jower of
unamortized cost or net realizable value and are amortized based on the estimated usefu! life of
the software which has been determined to be 10 years. Amortization over the estimated useful
life begins when the software is ready for its intended use and has been placed in service.

GOCDWILL

The Company has elected to use the private company goodwill accounting model which allows it
to apply a simplified, trigger based impairment test {(conducted at a minimum annually} and to
amortize goodwill over a period of no greater than 10 years (the Company uses 10 years). In
addition, the Company has elected to use an entity-wide reporting unit as the basis for assessing
its goodwill for impairment,

2019 218
Goodwill, gross $8,917,112 $8,141,544
Accumulated amortization {4,696,046) (3,661,053}
Net Goodwill $4.221,066 $4,480,491




ASSOCIATED FOREIGN EXCHANGE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2019 AND 2018

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

For the year ended December 31, 2019 amottizatlon expense amounted to $840.692 (2018:
$867,305). The weighted average amortization period for the remaining goodwill is five years (2018:
six years) and the estimated amortization expense for each of the next five years is $844,213 {2018:
$867,305).

IMPAIRMENT OF INTANGIBLE AND LONG-LIVED ASSETS

The Company petiodically evaluates the carrying value of its intangible assets used in operations,
including amertizable goodwill, when indicators of impairment are prasent. In the event a condition
is identified that may indicate an impairment issue, an assessment is performed using a variety of
methodologies, inciuding analysis of undiscounted future cash fiows, estimate of sales proceeds
and independent appraisals. If the carrying value is determined to be unrecoverable from future
operating cash flows, the asset is deemed impaired and an impairment loss would be recognized
to the extent the carrying value exceeded the estimated fair value of the asset. Management
determined that there was no impairment of long-fived assets, including goodwill, during the years
ending, and as of, December 31, 2019 and December 31, 2018.

INCOME TAXES

The Company, with the consent of its shareholder, has elected 1o be taxed as an “S” corporation
for Federal purposes, as well as for states that permit “5" corporation siatus. In lieu of corporate
income laxes, the shareholder of the “S™ corporation is taxed on the proportionate share of the
Company's taxable income. Accordingly, ne US Federal provision or tax liability has been included
in the consolidated financial statements for these Jurisdictions. The Company remains liable for
corporate taxes in certain US states and territories where it is registered. The Company is also
subject to income taxes in foreign jurisdictions as assessed based on the taxable income of each
of its foreign subsidiaries.

The following table presents the components of the provislon for income taxes for the year ended
Decomber 31, 2019 and 2018:

2019 2018
U.S. Federal 3 - $ -
U.5. State 585,780 279,224
Foreign 1,792,329 477,261
Total Provislan for income Taxes ] 2378109 § 756,485

As of December 31, 2019, the Company recognized deferred tax assets of $1,539,743 (2018:
$1,122,893) and deferred tax liabilities of $67,566 (2018: $0), presented on a net basis in Other
Assets, non-current, and $940,170 (2018: $0) current income taxes payable In Accounts
Payable and Accrued Expenses,

The Company recognizes the impact of a tax position in its consolidated financial statements if the
pasition is more likely than not io be sustained upon examination and on the technical merits of the
position. The Company did not have any unrecognized tax benefits as of December 31, 2019 and
2018. The Company doss not anticipate any material change in the total amount of unrecognized
tax benefits wilf occur within the next twelve months.



ASSOCIATED FOREIGN EXCHANGE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2019 AND 2018

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {(CONTINUED)

The Company's practice is to recognize interest and/or penalties related to income tax matters in the
provision for incoms taxes. The Company had no accrual for interest or penalties on the Company's
Consolidated Balance Sheets at December 31, 2019 and 2018, and consequently has not
recognized interest and/or penalties in the Consolidated Statements of Comprehansive Income for
the years ended December 31, 2019 and 2018. The shareholder has the right to declare and receive
distributions up to the amount of the S corporation earnings without incurring any additional personat
income taxes.

NOTE 3 -FAIR VALUE MEASUREMENTS

Fair value is defined as the exchange price that would be received for an asset or paid to settle a
Hapility {an exit price) in the principal or most acdvantageous market for the asset or liability in an
orderly transaction between market participants on the measurement date. Valuation techniques
used to measure fair value should maximize the use of observable inputs and minimize the use of
unobservable inputs.

The Company utilizes a fair value hierarchy based on three levels of inputs, of which the first two
are considered observable and the last unobservable, that may be used to measure fair value.
This hierarchy is as follows:

Levet 1 — Quotead prices in active markets for idenlical assets or liabilities.

Level 2~  Inputs other than Level 1 that are obsarvable, either directly or indirectly, such as
quoted prices Tor simllar assets of llabllities; quoted prices in markels that are not
aclive; or other inputs that are observable or can be corroborated by observable
market data for substantially the full term of the assels or liabiities.

Level 3~ Uncbservable inputs that are supported by little or no market activity and that are
significant ta the fair value of the assets or liabilities.

The carrying values of financial instruments, which include cash and cash equivalents. accounts
receivable, prepaid expenses, accounts payable and accrued expenses, approximate fair value
due to their short-term maturities and the relatively stabie interest rate environment. Financial
instruments that are recognized on the Consolidated Balance Sheets under fair value accounting
models, which include certificates of deposit, investments, and derivative assets and liabilities, are
presented in the lable below.

Financial instruments are recorded on a trade-date basis, and changes in the fair vatue of financial
insiruments are recognized in earnings as part of Fereign Currency Exchange Services revenue in
the Censolidated Statements of Comprehensive Income,

The Company ufifizes valuation techniques that maximize the use of observable inputs and
minimize the use of unobservable inputs for those finandial instruments prasentad at fair value on
its Consolidated Balance Sheets. The following tables summarizes the financial instruments carried
at fair value:
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

AS OF DECEMEBER 31, 2019 AND 2018

NOTE 3-FAIR VALUE MEASUREMENTS (CONTINUED)

) FV as of
2019 Level1 Level 2 Leve! 3 December 31,
2019
Assers :
Foraign Currancy Spot & Forward Contracts 5 s |3 2058963 -] 5 295894
Foraign Cumency Option Contracts H . 36,443,227 - 36,443,227
Invasiments (Time Deposits & Muiual Funds) : 1,054,947 1.054,947
Liabiitles 1
Foraign Currency Spoil & Forward Contracis f . 13,872,498 - 13,872,459
Foraign Currency Option Contracts ! - 36,443 227 - 36,443,227
FV as of
2018 Level 1 Level 2 Level 3 December 31,
018
Assels
Foreign Currency Spot & Forward Conlracts " 5 288229061 $ || 5 8822906
Foreign Currency Option Contracts - 18,958,727 - 18,358,727
Investments {Time Deposils & Mutual Furxis) 1,029,067 1,029,067
Liabitittes
Foreign Currency Spot & Forward Contracts - 12,068,476 - 12,068 476
Foraign Currency Oplion Contracts. - 18,958,727 - 18,958,727

Changes ih unrealized gains and losses to financial assets or liabilities, measured at fair value, still
held &t the end of the period are repaorted in Foreign Currency Exchange Services revenue in the
Consolidated Stalements of Comprehensive Income. The risks or volatility associated with the
transactions that make up this amount are often offset or reduced by certain economic hedging
strategies associated with other derivatives within the same fair value hierarchy, The Company
oflen enters into positions with customer counterparties which are then economically hedged,
either on a one-far-one or a porffelio basis, with off-setting positions with other counterparties (i.e.,
financial institutions).

NOTE 4~ DERIVATIVES

The following table presents the Company's derivalive assets and liabililies by counterparty net of
amounis available for offset under master netting arrangements or similar agreements ("MNA"} as
of December 31, 2018 and as of December 31, 2018. Note that ‘Customers’ positions in the table
below have been netted at the individual customer level and then aggregated for presentational
purposes:
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2019 AND 2018

NOTE 4 - DERIVATIVES (CONTINUED)

2019

Derlvatives Assets § Llabilitles $
Foraign Currency Spot and Forward Contracis $ 20,589.61 $ 13.872,49
Foreign Cumrency Options Gontracts 3 36,443,227 $ 36,443,227
Total derlvative Assets and Llabilitles as presented in the

Consolldated Balance Sheets $ 66,032,858 $ 50,315,720

Derivalives not subject 1o an MNA
Total derivative assets and liabiitfles subfect to an MNA

S _ 06032858

4. 50315726

Derivative Assets
TR T DerivativelAgsetssubject;toli g Deriv Available Net Amount of
ounterpartyg MaMNATbyICounterparty I ! for Oftset Derivative Assets

Australia and New Zealand Bank 107,724 - 107,724
Barclays Bank Pic 361,360 (381,360) -
Bark ol Amarica NA 919,505 (919,505) -
Citibank, NA 4,711,082 {4,711,082) -
Dautscha Bank AG 17,020,755 (17,020,755) -
Macquarie Bank Lid. (AU} 1,153,754 (1,153,754} .
Macquarie Bank Ltd. (US) 169,968 (169,968) -
Nomura [nlernational Plc {LIS) 2,338,813 {2,338,813) -
Nomura Infernational Plc {UK) 1,058,366 {1.058,366) -
Royal Bank of Scotiand Pl 4,983,840 {4,983,840) -
Cuslomars 86,257,789 (20,362 656) 65925134
Total ] 119,132,956 § . (53,100.008) & 860)2.858

Derlvative Liabllities

Australia and New Zaaland Bank

Dertvative)lllabllities]sub|ect)|3
TIUELIEET

Ha'byJcounterparty i ,

(sag,ns;

Barclays Bark Plc (971,136} 381,360
Bank of Amarica"NA {1.209.500) 919,505 {269,995)
Chibank, NA {0,886,537) 4,711,082 L [5,175,454)
Deutscha Bank AG {35,344,449) 17,020,755 {18,323,694)
Macquarie Bank Lid. {AU) 3,997,923} 1,153,754 {2.844,170)
Macquarie Bank Ltd. {US) (610,220) 169,968 (440,252)
Nomura International Plc {US) .{3,205,394) 2,338,813 {866,580)
Nomusra intarnational Plc (UK) (2,298,107) 1,058,266 {1.238,741)
Royal Bank of Scolland Plc (10,804,845) 4,983,840 (5,921,005}
Customers (34,987,710 20,362,656 (14,625,056}
Total $ _ (103,415824) s _ 53,100,008 § (50315726)



ASSOCIATED FOREIGN EXCHANGE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMEER 31, 2019 AND 2018

NOTE 4 - DERIVATIVES {CONTINUED}

2018
Derivatives Assets § Liabllities §
Foreign Currency Spot and Forward Confracts 5 28,822 506 $ 12,068,476
Foreign Currency Options Contracts 5 18,958,727 % 18,958,727
Total derlvative Assets and Liabllities as presented in the
Consolldated Balance Sheets 3 47,781,633 $ 31,027,203
Derivalives not subject te an MNA I e et
Total derlvative assets and labliitles subject to an MNA $ 47,781,833 5. 31027203
Derivative Assets
Derlvative Assets subjectto | Derivatives Avallable Net Amount of
a MNA by counterparty for Offset
. . . — 3!

Ausiralia and New Zealand Bank

Barclays Bank Pic 1,23744 (348,367) 889,067
Bark of Amarica NA . 5,840,497 {5.013,902) 826,594
Deutsche Bank AG 23,524,870 (15,780,414) 7,744,456
Nomura International Plc (US) 3,148,924 (2,669,979) 478,945
Nomura Intarnational Ple (UK) 1,044,368 (1,041,678) 4

Royal Bank of Scotand 4,819,542 (4,415,631) 405,911
Macquarie Bank Lid. (US) 222451 (222,451) -
Macquarie Bank Ltd. (AU} 1,577,531 (1,016,117} 561,414
Customners £9,148.816 (22,276 260} 36,872,556
Total . 100,564,433 8 [52,782.800) $. . 47,781,633

Derivative Liabliides -
i : Derivetive Liabilities subject | Derivatives Avallable
B to a MNA by counterparty tor

.usﬁaﬁa and New Zoaland Bark - .
Barelays Bank Pic . (348,367) 348,367 -

Bank of Amarica NA (5,078,641} 5,013,903 {64,738}
Deutscha Bank AG 125,550,836} 15,780,414 (9,770,422)
Nomura {nternational Plc (US) (4,058,159) 2,669,979 (1,368,180}
Nomura Intemational Plc (UK) (1,313,810} 1,041,678 (272,132)
Royal Bank of Scattand (5.968,565) 4,413,631 {1,574,934)
Macquaris Bank Lid. (US) (845,132) 222,451 (622,681}
Maoquarie Bank Lid. (AU} (1,016,147) 1,016,117 -
Custorners {39.610,376) 22,276,260 {17,334,116)
Total £ 163.810.003) S 52782800 $...{31,027,203)
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ASSOCIATED FOREIGN EXCHANGE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2019 AND 2018

NOTE 4 - DERIVATIVES (CONTINUED)

The Company has posted collateral balances for the year ended December 31, 2019 and 2018,
These collateral balances are presented below and are excluded from the netted derivative fair
values outlined in the tables above.

2019 2018
Australia and New Zealand Bank $ 841,800 $ 423,060
Bank of America 130,000 {9890,000)
Barclays Bank 930,000 1.540,000
Citibank 4,020,000 -
Deutsche Bank 30,331,919 7.875,151
Macquarie {AU) 3,027,000 -
Nomura (US) 1,590,000 1,670,000
Rovyal Bank of Scotland 5,973,072 1.449 675
Total 5 46,843 791 $_11.967,886

Thg Company also holds certain customer monies that have been classified as collateral balances,
413,203,877 as of the year-ended December 31, 2019 (2018: $9,056,966). These amounts
represent prepayment of future currency amounts that may or will be due from a customer. These
prepayments have not been netted against the fair value of customer positions in the tables above.

The Company's derivalive aclivity as presented in the accompanying Consolidated Balance Sheets
is nol representative of tha level of derivative exposure experienced by the Company during the
year ended December 31, 2019, For the year ended December 31, 2018, the activity as presented
in the accompanying Consolidated Balance Sheefs was also not representative of the level of
derivative exposure experienced during the period.

The Company's derivative contracts with financiaf institutions are governed by International Swap
Dealers Association agreements. These agreements include provisions which may require collateral
to be posted by the Company at little notice, and the agreements may also be terminated in certain
crcumstances. Changes to the Company's derivative agreements with certain financial institutions
may have significant impact on the Cempany's operations.

NOTE 5 - TRANSACTIONS WITH RELATED PARTIES

In the ordinary course of business, certain transactions are executed between the Company and
related parties under commen confrel, and affiliates under common ownership.  These
transactions primarily involve the seftlement of trades and the payment of certain revenues due to,
and expenses incurred on behalf, of the Company. Thesa transactions are generally short-lerm in
nature.

In 2012, the Company entered into an agreement with a related party to lease office space for
the Company's headquarters in Woodland Hills, California. The lease term expires in the year
2022, During the year ended December 31, 2019, the Company incurred $645,932 (2018:
$627,119} of rent expense in connection with this lease (See Mote 10, Commitments and
Contingencies).
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NOTE 5- TRANSACTIONS WITH RELATED PARTIES (CONTINUED)

In 2013, the Company eniered intc a $670,000 irrevocable standby latter of credit on behalf of a
related party company in relation to a workers' compensation guarantee. This standby letter of
credit remained in effect as of December 31, 2019.

In March 2014, the Company entered into a promissory note with an employee for $40,000. The
note bears no interest and was due on December 31, 2018. As of December 31, 2019, $12,652
{2018: $6,048) was repaid. As of December 31, 20119, the Company had no employee lcan
amounts (2018; $12,952),

During the year ended December 31, 2049, the Company made paymen!s of $5.443,584 (2018:
$4,318,101} lo AFEX Holdings and has a net payable of $10,560,634 (2018: $12,194,228) due to
AFEX Holdings as of December 31, 2019,

The Company has a $42,755 (2018: 520,620 net receivable) net payable batance to its Toreign
afflliate in Indonesia as of December 31, 2019.

The Company provides foreign curmency exchange services on behalf of related parties under
commaon control with its shareholder. The Company incurred $4,487 (2018; 54,927) in expenses
from a related party for armored car transporiation services. The Company incuned $923 446
{2018. $805,424) in expenses for payments made to a related party for management fees and
expense reimbursements.

Thesa related party payments are included as expenses in the accompanying Consolidated
Statements of Comprehensive Income.

NOTE 6 - PROPERTY, EQUIPMENT AND IMPROVEMENTS, NET

Property, equipment and improvements consist of the following:

2019 2018

Computers, equipment and software 3§ 24,560,388 $ 22,798,971
Software under development 3,181,403 2,446,483
Laasehold improvements 3,730,331 3,638,353
Equipment and furniture 2,008,118 1,903,545
Automobile 175686 172257

$ 33,745,926 $ 30,959,609
Less: accumulated depreciation (19,986,054} {16,293 3771
Propery, Equipment and improvements, Net § 13759872 8§ 14666232

Depreciation expense amounted to $3,599,240 for the year ended December 31, 2019 (2018:
$3,372,442}.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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NOTE 7 - SHAREHOLDER'S EQUITY

During the year ended December 31, 2019, the Company made distrbutions to its shareholder
of $3,885,251 (2018: $2,838,935). As of December 31, 2019 and 2018, there were no unpaid
patances included in the accompanying Consofidated Balance Sheels,

NOTE 8 - LINE OF CREDIT, BANK

On July 21, 2017, the Company entered into a credit arrangement with a commercial bank that
provides for borrowings up to $50,000,000. This credit facility is secured by the personal assets of
the AFEX Holdings' sharehclders and has a malurity date of July 1, 2020. All outstanding amounts
under the credit faciity are due at maturity. The annual interest rate is equai to the bank's
Reference Rale less 100 basis points, but not less than 0.0%. As of December 31, 2019, the
Company's availabie line of credit balance was $50,000,000 (2018; $50,000,000). There are no
restrictive covenants in relation to this credit facility.

NOTE 9 - EMPLOYEE BENEFIT PLANS

The Company sponsors a 401(k) plan covering substantially alf its full-time employees in the
United Stales. Participants may contribute up o 50% of their gross annual compensation, not to
exceed the mandatoty limit defined by the Intemmal Revenue Code (the "Code”™). The Company
makes discretionary contributions «p fo 1.5% of the employee's gross annual compensation with
art annual limit of $1,600.

The Company provides access to a defined contribution pension plan for ali of its full-time
emplayees in the UK. The assets of the plan are held separately from those of the Company in
independently administered funds. The amount charged 1o expense represents the contributions
payable to the plan in respect of the financial year.

The Gompany aiso has a Nonqualified Deferred Compensation Plan {the "Plan"} which is intended
fo comply with the requirements under Section 409A (Nonqualified Deferred Compensation Plans)
of the Code. The Plan allows for employee deferrals and also allows the Company to make
discretionary contributions. The Company did not make any discretionary contributions 1o the Plan
in 2019 (2018: nil). The contributions are invested in mutual funds managed by a third party and
are included in investments on the Consolidated Balance Sheets. The Company records
investment earnings on a frade date basis. As of December 31, 2018, the Company reported plan
assets of $146,195 (2018: $115,651) and plan liabilities of $100,333 (2018: $90,051).

NOTE 10 - COMMITMENTS AND CONTINGENCIES
OFERATING LEASES
The Company leases office space under various operating lease agreements, including an
agreement with a related party (See Note 5, Transactions with Related Parlies). The lease terms

expire on various dates through the year 2025. Certain lease agreements contain provisions for
rent escalations during the lease terms.
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NOTE 10 - COMMITMENTS AND CONTINGENCIES (CONTINUED)

At December 31, 2019, future minimum renfals under these leases are as follows:

Year Ending
December 31, Related Party Other Total
2020 $ 664,139 $ 4,198,007 % 4,862.236
2021 684,063 3,627,461 4,311,524
2022 645,870 2,635,633 3,281,503
2023 - 1,423,206 1.423,206
2024 - 694,289 694,289
Thereafter - 503,020 503 020
Total $_1.944.072 $.13.081,706 5156075778
Building rent expense amounted to $4,316,814 far the year ended December 31, 2019 (2018
54,334,784).
SURETY BONDS

The Company is regulated by various UJS state banking regulators as an MSE. in connection
with {hese regulations, the Company maintains $25,420,000 (2018: $19,409,000) of surety bonds
in various US states with maturity dates extending through December 2020, for the benefit
of its customers. The proceeds from these bonds are to be used only in the event of insolvency or
bankruptcy of the Company. During the year ended December 31, 2019, the Company did not
receive preceeds from surety bonds (2018: nil).

LITIGATION

The Company is subject to various legal actions that arise in the normal course of business. In the
opinion of the Company's management, there are no material legal actions pending or threatened
which wouki have a matenally adverse effect on the Company's Consolidated Batance Sheets,

In the normal course of business, the Company enters info contracts that contain certain
representalions, warranties and indemnifications, The Company's exposure under these
arrangements would involve future claims that have not yel been asserted. Inasmuch as no such
claims currently exist or are expected to arise, the Company has nol accrued any figbility in
connection with these representaticns, warranties and indemnifications.

NOTE 11 - SUBSEQUENT EVENTS

The coronavirus (“COVID-197) pandemic has resulted in significant financial market volatility and
uncertainty, Due o the impact of COVID-19 a globat economic slowdown is evalving and may
result in an increase in delayed or delinguent payments from cuslomers, an increase in credit
losses, or may result in additional requirements frem certain barking counterparties to post
additional collateral. As this situation evolves, the Company continues o monitor the potential
impact of the COVID-19 pandemic and will take apprepriate action as needed.
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NOTE 11 - SUBSEQUENT EVENTS (CONTINUED)

Cn March 23, 2020 the Company withdrew $25,000,000 on its outstanding credit facility as
described in Mote 8.

Cn March 27, 2020, the Company became aware of a client receivable related to one of its
customers whereby the client is no ionger able to meet its obligations in full under previously held
hedging coniracts as a resuit of finangia! distress caused by the recent COVID-19 pandemic. The
outstanding receivable balance due to the Company as of the date of this report approximates
$10.9 million. Assets recorded by the Company at December 31, 2019 related to this client
approximated $0.5 million and collateral of approximately $0.2 milion. The Company Is actively
working with the client fo enter into an agreement to obtain partial recovery of the outstanding
receivable balance. The maximum loss exposure to the Company as of the date of this report
approximates $10.9 million if the Company is unable to recaver any partial amounts from the client.

The Company evaluated subsequent events through March 30, 2020, the date the consolidated

financial statements were available 1o be issued and determined that, except for the above, therg
were no material recognizable or hon-recognizable subsequent events.
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