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CHARLES SCHWAB, U.K., LIMITED

Strategic Report

Principal Activity

Chartes Schwab, UK., Limited (CSUK ar the Campany) was established to refer United Kingdom (UK) initiated brokerage
client relationships to its sister company, Charles Schwab & Co Inc. (CS&Co), in the United States of America (US) with
revenue being fees receivable from CS&Co for the referral to them of UK and Swiss-based clicats. In August 20172, CSUK
expanded its regulatory permissions and business activities to provide brokerage services directly to its clients wherein it
generates revenue through esmblishing and meintaining relationships with clieats and as a result of the provision of advice o
clients and management of their assets. The Company is registered with The Financial Conduct Authority (FCA) and is
regulated in sccordance with the FCA’s rules and regulations.

Review of Results and Foture Prospects

The Company’s results for the year to 31 December 2019 show a loss on ordinary sctivities after taxation of £2,087,145 (2018:
profit of £2,457,932). No dividend was paid or proposed during the year (2018: £ail), and no balance has been transferred to
reserves (2018: £2,457,932). The Company's loss position resulted primarily from interest expense recognised on o credit
facility with jts ultimate parent company, The Charles Schwab Corporation, The Company entered into the facility in March
2019 and had fully repaid amounts drawn during the year as at 31 December 2019,

The results for 2019 and 2018 derive principally from the revenue generated s a result of establishing and maintaining
relationships with clients and the provision of advice to clients and manegement of their assets. During 2019, the Company
determined that it will return ¢o its original business model wherein it will refer UK-initiated byokernge client relationships to
CS&Co rather than provide brokerage services directly to clients. In anticipation of this change in business model, the
Compray transferred all client assets 10 CS&Ce and held no client assets at year end 31 December 2019 (2018:
£1,537,444,098). In 2020, and retroactive to 1 January 2020, the Company eatered into an agreement with CS&Co under which
CS&Co will pay the Compasy on a monthly basis, costs plus 1036 of those costs, for the efforts of the Company in providing
customer service to cxisting customers of CS&Co who reside in the UK aad for referring UK-resident customers to CS&Co.

The directors expect the Company to continue to develop and operate for the foreseeable future, referring brokernge client
relationships 10 CS&Co. CS&Co has discontinued its plans to establish a separate entity in Dublin (CSEU). Please also refer to
the below discussion under “Going Concern™ for additional considerations.

Financial Risk Mapagement Objectives and Policies

The directors of the Company determine business strategy and risk appetite in eonjunction with the mansgement of the Schwab
International Holdings Inc. (the Perent Company). They are responsible for establishing and maintaining the Company’s
governance arrangements along with the designing and operation of their risk management framework. The directors determine
how the sisks the business faces mey be mitigated and assess on an ongoing basis the arrungements to manage those risks, The
divectors discuss current projections for profitability, cash flow, regulutary cupitud management, and busiacss planning and rigk
management,

The directors manage the Company’s business risks though a framework of policy and procedures having regasd to relevant
laws, standards, principles and rules (including FCA principles and rules) with the aim of operuting o defined and transparent
risk management framework. These policies and procedures are updated as required,

The directors have identified that business snd operational risks are the main areas of risk to which the Company is exposed.
The directors formally review their risks, controls and other risk mirisation arrangements and assess their effectiveness, Where
the directors identify material risks they consider the financial impact of these risks ag part of the business plunning angd capital
monggement and conclude whether the amount of regulatory capitel is edequate.

As the Company’s business is derived in part from its relationship with the Parent Company, the Company has exposwre to
business risks to the extent that the Parent Company has similar risk exposures and does not manage them appropriately ot
group level. The exposures which orise from the business derive primarily from the ability of the sister company, CS&Co, to
continue 1o meet the requirements of the Transfer Pricing Agreement between it aad the Company and the intercompany service
agreement between it and the Cornpany. Directors manage this risk through canstant disloguc with scnior personnel based in
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CHARLES SCHWAB, U.K., LIMITED

the US. There are strong reporting lines into the US, regular meetings and support for all aspects of the business. The directors
also monitor closely the Company’s expenses and intercompany exposures. These circumstances expose the Company to
liquidity and cash flow risk. Howeve, the ditectors believe that the Company has sufficient fecilities to deal with these as they
arise.

Regulation

The Company is in dizlogue with the FCA with respect to certain regulatory issues which were promptly disclosed to the FCA
in May 2018. In June 2019, the Company received notice that the FCA had refarred this matier for investigation to its
Enforcement & Financial Crime Division, which is discussed further in note 22 to the finnncial statements,

Going Concern

The directors have a reasonable expectation that the Company has adequate resources to continue in operational existence for
the foreseeable future being at least the twelve months from the date of approval of the financial statements.. Thus, they
continue to adopt the going concem basis in preparing the financial stetements.

The directors and management continue to moaitor the COVID-19 pandemic, and, while the full extent of the impacr of
COVID-19 on future results and the Company’s financial position cannot be reliably estimated ot this time, the directors expect
that the impact on our business operations in the UK is relatively limited. Much of the work that is done by employees in the
UK can be done remotely, although the directors are of the view that relationship management does significantly benefit from
face to face meetings with clients. COVID-19 is not expected by the directors to significantly impect the number of staff or
aperational requirements of the CSUK business for 2020. As such, there is no current intention to furlough staff, nor is there
any intention to apply far any UK government assistance.

Further detail regarding the adoption of the going concem basis is detailed in note 1.
Future Developments

In 2020, the Company plans to withdraw its authorisation to operate as a broker dealer and retum to its original business model
wherein it will refer UK -initiated brokerage client relationships to CS&Co rather than provide brokerage services directly to
clients. Considering this change in the business model we do aot anticipate any additional significant impact from Brexit,
however we will continue to monitor this throughout 2020,

Approved by the Board and signed on its behalf by:

A

Richard Flynn
Director

28 April 2020




CHARLES SCHWAB, UK., LIMITED

Directors’ Report

The directors present their annual report and the sudited finencial statements for the year ended 31 December 2019. The dircetors
have reviewed the business in detsil in the strategic report, which includes the financinl risk management objectives and policies
of the Company and an indication of likely future developments in. the business. The directors look forward to building on the
Company's performance in the years (o come,

There have been no events subsequent o year end that impact the accurucy of these financial statements. Please refer to note 3
for additional information on the COVID-19 pandemic.

Directors

The following directors served during the year, except as noted.

Directors Appointed
H S Spangenberg® 27 October 2004
W F Quinn 7 December 2010
K Semra ® 1 Octaber 2014
C M Silvanic © 1 February 2016
RJFlynn 17 June 2019

™ Regigned as at 16 December 2019,
@ Resigned as at 15 Aprif 2019,
% Resigned os at 15 January 2020

Future Developments

Details of future developments can be found in the Strategic Report on page 2 and form part of this report by cross-reference.
Dividends

The directors do not recommend or intead to propose the payment of & dividend for the year (2018: £ nil).

Regulatory Requirements

The Company is authorised and regulated by the FCA and is categorised a3 an IPRU firm. As such the Company is subject to
minimum reguletory capital requirements (Pillor 1), being the higher of €125,000, the fixed overheads requirement and the sum
of credit risk and market risk requirements. The Company is also required to canduct an Internal Capital Adeqnncy Assessment’
Process (Pillar 2) and publicly disclose the findings thereof (Pillar 3).

The Company is regulated by the FCAas a smndn}one entity and is not part of 8 UK consolidation group.

The Pillar 3 disclosures are published on the Company’s website Pillar 3 Disclosures,
(https:/Awww.schwab.co.uk/public/file?emsid=P-1266723 1 &cv4d)
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CHARLES SCHWAB, U.K., LIMITED

Directors® Report (continued)

Auditor

Each of the persons who is a director at the date of approval of this report confirms that:

o 50 far as the director is aware, there is no relevant audit information of which the Company’s auditor is unaware; and

= the director has taken all the steps that he/she ought to have taken as a director in order to make himself/herself aware of any
relevant audit information and to establish that the company’s auditor is aware of that information,

‘This confirmation is given and should be interpreted in accordance with the provisions of s418 of the Companies Act 2006.

Deloitte LLPhave expresscd their willingness to continue in office as auditor.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:

Yis~

Richard Flynn
Director
28 April 2020
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Directors’ Responsibilities Statement

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

Company faw requires the directors to prepare financial statements for each financial ysar. 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 FRS 102 “The Financial Réporting Standard applicable
in the UK and Republic of Ireland™. Under company law the directors rust 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 logs of the Company for
that period. In preparing these finoncial sttements, the directors are required to:

e

select suitable sccounting policies and then apply them consistently;

make judgments and accounting estimates that are reasonable and prudent;

state whether applicable UK Accounting Standards have bean followed, subject to any material departures disclosed
and explained in the financial statements; and -

prepare the financial statements on the going concem basis unless it is inappropriate to presume that the Company will
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 énsure
that the financiel 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 irregulerities.




CHARLES SCHWAB, U.K., LIMITED

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF CHARLES SCHWAB, UK.,
LIMITED

Report on the audit of the financial statements
Opinion
In our opinion the financial statements:

e giveatrue and fair view of the statc of the company’s affairs as at 31 December 2019 and of its loss for
the yeur then ended; ,

e have been properly prepared in accordance with United Kingdom Generally Accepled Accounting
Practice including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in
the UK and Republic of ireland”; and

e have been preparcd in accordance with the requirements of the Companics Act 2006.

We have audited the financial statements of Charles Schwab, U.K. Limited (the ‘company’) which comprise:

the statement of comprehensive income;
the balance sheet;

the statement of changes in equity; and
the related notes 1 to 25.

The financial reporting framework that has been applied in their preparation is applicable law and Unjted
Kingdom Accounting Standards, including Financial Reporting Standard 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ircland” (United Kingdom Generally Accepted Accounting
Practice).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs(UK)) and
applicable law. Qur responsibilities under those standards are further deseribed in the auditor’s responsibilities
for the audit of the financial statements section of our report.

We are independent of the company in accordance with the ethical requirements that arc relevant 10 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 requircments. We believe that the audit evidenee we have obtained is
sufficicnt and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
We ure required by ISAs (UK) to report in respect of the following matters where:

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

e the directors have not discloscd in the financial statements any identified material uncertainties that
may cast significant 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 issuc.

We have nothing to report in respect of these matters.
Other information

The directors are responsible for the other information. The other information comprises the information
included in the annual report, other than the financial statements and our auditor’s report thereon, Our opinion
on the financial statements docs not cover the other information and, except to the extent otherwise explicitly
stated in our report, we do not express any form of assurance conclusion thercon,



CHARLES SCHWAB, U.K., LIMITED

In connection with our audit of the financial statcments, our responsibility is to read the other information und,
in doing so, consider whether the other information is matcrially 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 determinc whether there is a material
misstatement in the financial statements or a material misstatement of the other information. 1f, based on the
work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact.

We have nothing to report in respect of these matters,

Responsibilities of directors

As cxplained more fully in the directors’ responsibilitics statement, the directors arc 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 arc
free from material misstatement, whether due to fraud or error.

in preparing the financial statements, the directors are responsible for assessing the company's ability to
continue as a going concemn, disclosing, as applicable, matters related to going concern and using the 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 so.

Auditor’s responsibilities for the audit of the financial statements

Our objcctives 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 arisc
from fraud or crror and are considered material if, individually or in the aggregate, they could reasonably be
expected to influcnce the economic decisions of uscrs taken on the busis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial

auditor’s report.
Use of our report

This repont 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 arc required to state to them in 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
company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

Report on other legal and regulatory requirements
Opinions on other matters preseribed 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 directors® report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and
e the strategic report and the directors’ report have been prepared in accordance with applicable legal
requirements.
In the light of the knowledge and understanding of the company and its environment obtained in the course of
the audit, we have not identificd any material misstatements in the strategic report or the directors® repott.
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Matters on which we are required to report by exception
Under the Companics Act 2006 we arc required to report in respect of the following matters 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

e cenain disclosures of dircctors’ remuncration specified by law are not made; or
we have not received all the information and explanations we require for our audit,

We have nothing to report in respect of thesc matters.

(s

Giles Lang FCA (Scnior statutory auditor) .
For and on behalf of Deloitte LLP

Statutory Auditor

London, United Kingdom

28 April 2020
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Statement of Comprehensive Income
For the Year Ended 31 Decamber 2019

Year Ended 31 December Note 2019 2018
Ceestrvewe 0T T T 3 samas s’
_Asset managemem and admumsmon fees 3 689,800 1 025 437
Tredngmeme 0 T TR ek esan
Other revenue ' 3 628,029 534255
* Total turaover N 7,178,039 5966332
[ Fimmoecoss: U T T A Gessme =
staff costs o L , B (1,830207)  (1,734,754)
WDeesimion - o T T T @360 @369)
' Other operting expenses ‘ ' 5 (4.459,705) (1,125,641)
Qperating profit co ) (2,243,479) 3,022,314
.?roﬁtl(loss) on ordmaryaczxvmm betore mxauon ' » o o 6 ,248,479) 3022 314
‘Income tax (cxpease)benefit | e 161338 (564,382)
Profit and comprehensive income/(loss) tor d:e year attributable to the equity
holder of the company g2,087 145) 2,457,932

All amounts related to the comprebensive income/(Joss) above relate to continuing operations.

There were no recognised gains or losses for 2019, other than those included in the income and expenditure account.

Accordingly, no scparste statement of other comprehensive income has been presented.
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CHARLES SCHWAB, UK., LIMITED

Balanee Sheet

At 31 Deceraber 2039

At 31 December Nete 2019 2018
leed assets £ £

propery plmesdeqipneni T T g ems
C;_mmassm

‘ ;D:;;o:s(mdndxhsﬂll,snoaols sm,soo)thmngduemermzhmone P 8353“ ""3,,.,466
Emtabmbnd T T T e e
Comeattatiiges 0 U oo o o TET TR
"Ered\tom amountsfnumgdue within ox;e year B 13 (742,602) (810 226)
“Net current assets . 4299951 3490190
Total assets loss curreat iabilities 5094813 4,368,212
Provisions for lisbilities . : 14 (1,369366)  (108,547)
Netossets o 3,725,441 4,259,665
'cmea-upshmmpmn S e g s g e g
Remdeamng U TC Tt asas
Capitel coptribution T8 T T 2amsn | 921,390
— Sharcholdor'sfumds , 375447 4259665

The finsncial statements of Charles Schwab, UK., Limited registered number 04709153 were approved by the Board of
Directors on 28 April 2020.

They were signed on its behalf by:
R J Fiymn
Director

1




CHARLES SCHWAB, U.X., LIMITED

Statement of Changes in Equity

For the Year Ended 31 December 2019

Calledup  poppined Capital

CS&];?;] Earpings Conmbution Tow)
YAt Jonuary 2018 - o . 391,000 . 489,343 854,255 1,734,598
Profif(loss) formeyear o 2451982 — 2457932
_ Capital contribution from Parent Company S - -— 67,135 67,135
131 December 2018 _ P00 2507375 __ A0 4350665
Profitlloss)fortheyear ~ T T = @07145)  — (2087145
Capital contribution from Parent Company : - —— 1,552,927  1,552927
At3]1 December 2019 ° . 391,000. 860,130 2474317  3,725447

— = = ——
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CHARLES SCHWAB, UK., LIMITED
Notes to the Financial Statements
For the Year Ended 31 December 2019

I, Accounting Policies

The principal accounting policies are summarised below. They have all been applied consistently throughout thg: year and to the
preceding year.

e General Information and Basis of Acconnting
Charles Schwab, UK., Limited (the Company) is 8 company incorparated in the United Kingdom under the Companies Act.

The Company is a private company limited by shases and is registered in England. 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 strategic report on pages 2 10 3.

The financial statements have been prepared under the historical cost convention and in ascordence with Financial Reporting
Standard 102 (FRS 102) issued by the Finaacial Reporting Council. The functional currency of Charles Schwab, UK., Limited
is considered to be pounds sterling because that is the currency of the primary economic environment in which the Company

operates.

Certzin prior year amounts have been reclassified to conform to the current year presentation. £35,246 presented in the
statement of comprehensive income in the prior period in the line item Other operating expenses is now presented as part of
Staff costs. A corresponding presentation change has beea made to the related note.

Charles Schwab, UK, Limited meets the definition of & qualifying entity under FRS 102 and has therefore taken sdvantage of
the disclosure exemptions. Exemptions have been taken in relation to share-based payments, financial instruments, related party
transactions, presentation of a cash flow ststement and remuncration of key management personnel.

b Going Concern

After consideration of the Company’s business review and the risks and uncertainties, including the risks related to Brexit and
the uncertainties related to the current COVID-19 pandemic, and having considered the Company’s forecasts including the
Company's 2026 change in operating model and corresponding agreement with CS&Co, the liquidity and capital, and the
intention and capacity of the group to support the Company with financial assistance should such essistance be required, the
directors have a reasonable expectation that the Company will have adequate resources to continue in operational existence for
the foreseeable future, being at least the twelve months from the date of approval of the financial statements. Accordingly, the
going concern basis continues to be uscd in preparing these financial statements,

-3 Property, Plant, and Equipmeni
Property, plant and equipment is stated at cost or valuation, net of depreciation and any provision for impairment. Depreciation

is provided on all property, plant and equipment at rates calculated to write off the cost or valuation, less estimated residual
value, of each asset on a straight-line basis over its expected useful life, as follows:

‘Officeequipment = . . .. dyeas S
Le&gdpld imprqycmen_ts _ , Shorter of useful life or lease term
Frui and 5y g e

Residual velue represents the estimated amount which would currently be obtained from disposal of an esset, efter deducting
estimated costs of disposal, if the asset were already of the age and in the condition expected at the end of its useful life.

d Financial Instriments

Financial agsets and financial liabilities are recognised when the Company becomes a party to the contractual provisions of the
instrument.

13




CHARLES SCHWAB, UK., LIMITED
Nates ¢o the Financial Statements
For the Year Ended 31 December 2019

Financial liabilities and equity instruments are classified according to the substance of the contractual arvangements entered
into. An equity instrument is any contract that evidences a residual interest in the assets of the Compuny after deducting all of
its Liabilities,

(i)  Fingncial asssts and ligbilities

All financisl assets and liabilities are initially measured at transaction price (including transaction costs), except for those
financial assets classified as at fair value through profit or loss, which are initially measured at fair value (which is normelly the
transaction price excluding transaction costs), unless the arrangement constitutes e financing transaction. If an arrangement
constitutes a financing transaction, the financial asset or financial liability Is measured at the present value of the future
payments discounted at & market rate of interest for a similar debt instrument.

Financial assets and liabilities are only offset in the balance sheet when, and only when there exists 2 legally enforceable right to
set off the recognised amounts and the Company intends either to settle on & net basis, of to realise the asset and settle the ligbility
simultaneously.

Debt instruments which meet the following conditions are subsequently measured at amortised cost using the effective interest
method:

(2) The contractual return 1o the holder is (i) a fixed amount; (ii) o positive fixed rate or & positive variable rate; or (iif) &
combination of a positive or a negative fixed rate and a positive variable rate,

(b)  The contract may provide for repayments of the principal or the retum to the holder (but not both) to be linked to a single
relevant observable index of general price inflation of the currency in which the debt instrument is denominated, provided
such links are not leveraged.

()  The contract may provide for 2 determinable variation of the return to the holder during the life of the instrument, provided
thae (i) the new rate satisfies condition (a) and the veriation is not contingent on future events other than (1) a change of 8
contractual variable rate; (2) to protect the holder against credit deterioration of the issucr; (3) changes in levies applied by
acentral bank or arising from changes in relevant taxation or law; or (ii) the new rate is s market rate of interest and satisfies
condition (a).

(d)  There is no contractual provision that could, by its terms, result in the holder losing the principsl amount or any iaterest
atributable to the cusrent period or prior periods.

(e) Contractual provisions that permit the issuer to prepay a debt instrument or permit the holder to put it back to the issuer
before maturity are not contingent on future events, other than to protect the holder against the credit deterioration of the
issuer or a change i control of the issuer, or to protect the holder or issuer against chunges in levies applied by a central
bank or arising from changes in relevant taxation or law.

(f)  Contractual provisions may permit the extension of the term of the debt instrument, pravided that the return to the holder
and any other coniraciuai picvisicas spplicable during the extended term sotisfy the conditions of parsgrephs () to (c).

Debt instruments that are classified as payable or receivable within one year on initial recognition and which meet ihe above

conditions are measured at the undiscounted amount of the cash or other consideration expected to be paid or received, net of

impairment.

With the exception of some hedging instruments, other debt instruments not meeting these ¢conditions are measured at fair value
through profit or loss.

e Impairnzens of assets

Assets, other than those measured at fair value, are assessed for indicators of impairment at exch balance sheet date, If there is
objective evidence of impairment, an impairment loss is recognised in profit or loss.

Non-financial essets

An asset is impaired where there is objective evidence that, as 2 result of one or more events that occurred after initial
recognition, the estimated recoversble value of the asset has been reduced. The recoverable amount of an asset is the higher of
its fair value less costs to sell and its value in use.

Where indicators exist for a decrease in impaiment loss, the prior impairment loss is tested to determine reversal. An
impairment loss is reversed on an individual impaired asset to the extent that the revised recoverable value does not lead 10 2
revised carrying amount higher than the carrying value hed no impairment been recognised.

14




CHARLES SCHWAB, U.IC, LIMITED

Notes to the Financial Statements
For the Year Ended 31 December 2019
A Debtors
Debtors are measured at tronsaction price, less any impairment.
g Creditors

Creditors are measured at the transaction price.

I Provision for liabiliies

Provisions are recognised when the company has a present obligation (legal or constructive) as & result of a past event, itis
probable that the company will be required to sertle the obligation, and a reliabie estimated can be made of the amount of the
obligation.

The amount recognised as 2 provision is the best estimate of the coasideration required to settle the present abligation at the end
of the reporting period, taking into account the risks and uncertainties surrounding the obligation.

i Taxation

Cusrent tax, including UK corporation tax and foreign tax, is provided at amounts expected to be paid (or recovered) using the
tax rates and laws that have been enscted or substantively enacted by the balance sheet date.

Deferred tax is recognised in zespect of all timing differences that have originated but not reversed at the balance sheet date
where transactions or events that result in an obligation to pay mare tax in the future or a right to pay less tax in the fiture have
occurred at the balance sheet date. Timing differences are differences between the Company's taxable profits and its sesults as
stated in the financial statements that arise from the inclusion of gains and losses in tax assessments in periods differeat from
those in which they are recognised in the financial statements.

Unrelieved tax losses and other deferred tax assets are recognised oaly to the extent that, on the basis of all available evidence,
it can be regarded as more likely than not that there will be suitable taxable profits from which the futare reversal of the
underlying timing differences can be deducted.

Deferred tax is measured using the tax rates and laws that have been enocted or substantively enacted by the balance sheet date
that are expected to apply to the reversal of the timing difference.

Current tax assets and liabilitics are offsct only when there is & legally enforceable right to set off the amounts and the Company
intends either to sentle on a aet basis or to realise the asset and sewle the liability simultaneousiy.

Deferred tax assets and liebilities are offset only if: o) the Company has a legally enforceable right to set off current tax assets
against current tax liabilities; and b) the deferred tax assets and deferred tax liabilities relate to income taxes levied by the same
taxation authority on either the same taxable entity or different taxable entities which intend either to setde current tax liabilities
and assets on 4 net basis, or to realise the assets and setile the liabilities simultaneously, in each future period in which
significant amouats of deferred tax liabilities or assets are expected to be settled or recovered.

Ja Turnover
Turnover is accounted for on an accruals basis, net of VAT,
& Employee bengfits

Contributions to the defined contribution pension scheme are charged to the profit and loss account in the period to which they
relate.

Termination benefits are recorded immediately o extpense and a liability for any amounts unpaid is recognised when the
Company is demonstrably committed to either: (a) terminate the employment of an employée or group of employees before the
normal retirement date; or (b) to provide termination benefits as a result of an offer made in order to encourage voluntary
redundancy.

The Company considers itself demonstrably committed when it has a detailed formal plan for the termination that is approved
by relevant management personnel with the required authority and is without realistic possibility of withdrawal from the plan.

The amount of termination benefits recorded is the best estimate of the expenditure that would be required 1o settle the
obligation at the reporting date.
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CBARLES SCEWAB, UK, LIMITED
Notes (o the Financial Statements
For the Year Ended 31 December 2019

L Foreign currencies

Transactions in foreign currencies are recorded at the rate of exchange at the date of the transaction. Monetary assets and
liabilities denominated in foreign currencies at the balance sheet date are reparted at the rates of exchange prevailing at that
date.

Exchange differences are recognised in profit or loss in the period in which they arise except for:

. exchange differences on transactions entered into to hedge certain foreign eurrency risks; and

. exchange differences arising on gains or [osses on non-monetary items which are recognised in other compreheasive income.
m Leases

The Company as lessee

Assets held under finance leases are capitalised as tangible fixed assets at the fair value of the leased asset (or, if lower, the
present value of the minimum lease payments as determined at the inception of the lense) and are depreciated over the shorter
of the lesase terms and their useful lives. The capital elements of future lease obligations are recorded as lisbilities, while the
interest elements are charged to the profit and loss account over the period of the leases to produce a constent periodic rate of
inteest on the remaining balance of the liability.

Rentals under operating leases are charged on a straight-line basis over the lease term, even if the payments are not made on
such a basis, Benefits received and receivable s an incentive to sign an operating lease are similarly spread on a streight-line
basis over the lease term.

n.  Sharc-based payments

The ultimate parent company, The Charles Schwab Corporation, issues equity-sttied options to cestain employees within the
Company. The equity-settied options consist of stock options and restricted stock units. Equity-scitled share-based payment
transactions are measured at fair value (exciuding the effect of non-maret-based vesting conditions) at the date of grant. Fair
value of restricted stock units awards is based on the market price of The Charles Schwab Corporuation shares and fair value of
stock options awards is estimated using the Black-Scholes valuation model, which takes into account the option’s exercise
price, its expected term, the risk free interest rate and expected volatility of the markes price of The Cherles Schwab
Corporation shares.

The fair value determined st the grant date of the equity-settied share-based payments is expeased on a straight-line basis over
the vesting period, based on the group’s estimate of the number of options that will eventually vest, adjusted for the effect of
non-market-based vesting conditions. The expense is recorded within “Staff costs” with the corresponding credit within equity
as "Capital contribution from the Charles Schwab Corporation®.

2. Critical Accounting Judgements and Key Sources of Estimation Uncertainty

In the application of the Company’s accounting policies, which are described in note 1, the directors are required to make
judgements (other than those involving estimations) that have 2 significont impact on the amounts recognised and to make
estimates and assumptions about the carrying amounts of assets and ligbilities that are not readily apparent from other sources.
The estimates and gssociated assumptions are based on historical experience and other factors that are considered to be relevant.
Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing bagis. Revisions to sccounting estimates are recognised
in the period in which the estimate is revised if the revision affects only that period, or in the period of the revision and future
periods if the revision affects both current and future periods.

[n the process of applying the Company's accounting policies, management has made an estimate for a legal matter which has 8

significant effect on the amount of provision recognised in the financial statements. Pleuse see note 22, Management did not
make any judgements which may bave a significant effect on the finencial statements.
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Notes to the Fingnein) Statements
For the Year Endcd 31 December 2019

3 Turpover

Interest revenue

In accordance with a revenue sharing agreement, interest revenue is recopnised as eamed on interest-caming assets from the
ultimate parent company such as cash and cash equivalents, cash and investments segreguted, receivables from brekerage
clients, investment securities, and bank loans. Interest revenue from these assets is based upon avernge or daily balances and the
applicable interest rates. Interest revenue is also recognised from securities lending activities from the ultimate parent company
when camned based upon the securities and amounts leat and the applicable rates, Interest revenue on the Company's segregated
cash balances is recognised as comed.

Asset management and administration fees

Asset magagement and administration fees consist of both advisory fee income and revenue carned through a revenue sharing
arrangement with the Company’s affiliate. Advisary fee income is charged for asset manngement services provided to brokerage
clients and is carned and recognised over time. Fees are generally based on a percentage of the daily value of assets under
management and are collected on a monthly or quarterly basis. Revenue camed through the revenue sharing arrangement with
an offiliate is determined baged on assets in the Company’s client accounts and are earned and recognised over time.

Trading reveaue
The majority of trading revenue is commissions eamed for executing trades for clients, Commission revenues are recognised as

services are performed at the time of execution (i.c., on the trade date). Effective October 7, 2019, the Company eliminated
online trading commissions for U.S. and Canadian-listed stocks and ETFs.

4. Finanee Casts

2019 2018
£ £
" Interest expense ) 3,053,446 —_

Interest expense is recognised on the Company's USD $400 million credit facility with its ultimate pareat company, The
Charles Schwab Corporation. The Company entered into the facility in March 2019 and had fully repaid amounts drawn during
the year as at 31 December 2019. )

§. Other Opcrating Expenses

Year Ended 31 December 2019 , 2018
' . o - - .. £ £
Professionslserviess ~ 235235 T 264497
Legal provision (se¢ Note 22) 1,256,000 -
Occupsmcy andequipment 0T T UTUUTT T g0e3ss T T 385441
Communications ' T T Tsss T T ane30
T E L IS s TN e
Total operating expenses 4,459,705 1,125,641




CHARLES SCHWAB, UK., LIMITED
Notes to the Financial Statements
For the Year Ended 31 December 2019

6. Profit/(Loss) On Ordinary Activities Before Taxation

Profit(loss) on ordinary activities before taxation is stated after charging:

Year Ended 31 December 2019 2018

£ £
Deprecietion of property, plant and equipment(seenote 1)~ U7 . 7 T 83160 | 83623
Operating fease reatals L. 135000 235,000
Foreign ¢ exchangeloss =~ : " 100,727 - 5477
7. Auditor’s Remuyncration

The analysis of the auditor’s remuncration is as follows:

Year Ended 31 December ' 2019 2018
£ £
“Fees payable to the mysaudtmrmdusmcmmsformemdnofdze& . oo o
onnual financial mccmgm mpaay's 62,590 55,500
Total audit fees 62,590 55,800
Audit-related assurance services ) ST T e s0.600
-_Total non-gudit fees ' ‘




CHARLES SCHWARB, U.X., LIMITED
Notes to the Financial Statements
For the Year Ended 31 December 2019

8. Staff Numbers and Costs

Year Ended 31 December 2019 2018
.Average number of persons employed during the year 11 ]

The persons employed by the Company during 2019 and 2018 were sales/service professionals,

Their aggregate remuneration comprised:

Yesr Ended 31 December 2019 2018

£ £
Vg anaadey T T T e o g s
Social securiy cosis ‘ S _ 66964 180,409
Other pension costs (see pote20)® ~ ~ ST e300 T 56397
Bonus mcentxves 551,70 767 065
- Employee temination o T o © T 7229400 23,057
‘Other staff costs D ST ) ' 43,047 43,106
Total staff costs 1,734,754

77 Other pansion costs includes only thoss tems included within operuting costs. Htems reparted elssvhere bave boen xcluded.

9. Directors®’ Remuneration and Transactions

Year Ended 31 December - ' , 2019 2018
Directors® remuneration ' £ £
‘Bmoluments® T T o ’ B o ' 293,661 331,290
Amounts receivable (o!be.r man s!m& and share opnon.s) under long-term mcenuvc schemes [ 14,5i4
. Company eonmbuuons © money pmchase peasion schemes ' 19,534 21,858
Compensation for loss of office I ‘229400 -
__Total directors’ remunemaon . B _ 542,575 367,662
“The number of directors who: —
Ammembmofamqneypumbasepmslonm ' .'_ - " ) . ' 2 1
mexsedopuonsovershammme(}ompany R S L —
Hadawaxésrecemblemzhe form ofshues\mdeulon mmmmmvescheme ) vn 1 " 1

Remuncration of the mghst paid director: _

Emolumens @ S - T T isesT2 T331,200
Company contributions to money purchase penstcn schemes ' . S 12;066 21,858.
Compensation £or Joss of office @ ST o 229,400 —

Total remuneration of e highest paid director

@ Includes amounts acerued but unpeid of £46,659 (2015: £37,000),
@ All compensation for loss of office had been paid £s at 31 December 2019,
1 Ingludes amounts acerued but unpaid of £nil (2018: £37,000),

7 398 038 353,148

The highest paid director exercised share options in 2019 (2018: did not exercise share options) and did not receive shares
under a long-term incentive scheme in 2019 (2018: did receive shares).
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Notes to the Financinl Statements
For the Year Ended 31 December 2019

10. Income Tax Expense/(Benefit)

Income tax expense/(benefit) comprises:
Yesr Ended 31 December 2019 2018
Curmt income tax expemel(beaeﬁc) £ £
UK corporetion tax T ¢ X ) . v %7}
Aq;ustmems in rcspect' o? pnor ym o
" UK corporation tax o T T T T 37 (36,368)
Total current tax (166,153) 542,396
Deferredtax . L . '
Onslmmon and reversal of ummg dlﬁ‘erence: L ) ‘ ?,_8'19 - 25.987
* Effect of changes in tax rates : o ' - (4,001)
Total deferred tox (see note 15) 4,819 21,986

Tota!meome o (161,33¢) 564,382

The standsrd rate of tax applied to repart profit/(loss) before tax is 1986 (2018: 19%%). The Finance Act 2013 reduced the UK
Corporation tax rate from 23% to 21% with effect from 1 April 2014, and to 20% with effect from | April 2015. The Chancellor
of Exchequer announced in the 2015 Summer Budget that the corporation tax rate effective from 1 April 2017 would be 19%6
and will fall to 18% from 1 April 2020. At Budget 2016, the government announced a further reduction to the Corporation Tax
main rate (for all profits except ring fence profits) for the year starting 1 April 2020, setting the rate at 17%. At Budget 2020,
the government announced that the Corporation Tax will be maintained at 19% in 2020. As such, the deferred tox [iability has
been calculated at 19% which represent the time deferred tax is expected to unwind.

The difference between the total income tax expense/(benefit) shown sbove and the amount calculated by applying the standard
rate of UK corporation tax to profit/(loss) before tax is as follows:

Year Ended 31 December 2019 2018

“Tax on income/(loss) ot standard UK, corporation tax rate of 19% (2018: 19%) (427211) 574,256
Effects of ' ’

'Expenses not deductible fortxpuposes T 7T T T T2 060 T 22,493
Rate change ad;ummt —— 4001
" Adjustments in respact of prior years R o © 1377 (36.368)

Tomlmco ense/(t it) for peri ) L __ 161,334 564,382
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Notes to the Fingucisl Statements
For the Year Ended 31 December 2019

11, Property, Plant, and Equipment

Fumiture and Leaschold Office Total
Fittings Improvements  Equipment
Cost £ £ £ £
At January 2019 - T T T 03416 898486 10616 1,012,518
Purchase ' oL - - -
bimed T e e T T ~ _—
At 31 December 2019 103,416 898,486 10,616 1,012,518
Depresiation . S .
At January 2019 28,167 95,756 10,573 134,496
Chargeforteyerr T T Toa052  eass 43 £3,160
" Disposal ) - —_ — —
__At31 Deoember 2019 ____ 48,689 158,351 10,616 217,656
!ge g — e = = =~ — B e e N NS
‘At31December2018 75,249 802730 43 878,022

A3l December2019 A7 740135 —794,362

12, Debtors

At 3} December 2019 2018

Debtors: amouats falljng due within one year £ £
AmOunSowedbygrwpundmkmgs ’ S ' — 35,620
Prepaymcms ’ ' N o S ‘9.5 755 40,84i
_ Otherdebtors o S e 17,255
" VAT reocivable e e e e e Ce 89,146 " a2
Corporation taxséceivable e e : SRR SR
btoxs falling dus within one year ) 623,811 135,967

© 211,500

: e — s bk g RO
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Notes to the Financial Statements
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13. Creditors: Amounts Falling Due Within One Year

At 31 December 2019 2018

£ £
-Corpomuonmxhabolms e e e e ‘. B - ‘_ N senien
Other twaation and sacial security T 124,521 57,425
Other ereditars B L. 1e2u 20040
Amountsowedtogroupundmnkmgs ' ‘ I ' 91,526 -
Actals | e e e T 0ae 370,554
Total creditors famng due wnhm one year 742,602 810,226

14, Provisions for Liabilities

Dilapidation Legel provision Deferred tax

provision (see Note 22) provision Tota!
£ £ £ £
At jaovary2019 0 0 S mesm T T T =TT sa006 T 108,547
Chasged to profit and loss aceount . = 1256000 4,819 1,260,819
At31 2019 - 74,541 1,256,000 38,325 1,369,366

The Company moved into a new office in September 2017. The dilapidation provision represents the directors’ estimate of
amounts expected to be paid by the Company on termination of the cusrent lease on its premises. See note 22 for further
discussion of the legal provision and note 15 for further discussion of the deferred tax provision. Future minimum rentals
paysble under non-cancellable operating leases are disclosed in note 19,

15, Deferred Tax

Deferred tax is provided as follows:
2019 2018
. £ . £
At1 Jenuary e ag0s) (12,020)
Expense for the year per retained eammgs {4,819) (21,986)
— o (33825)  (34,00¢

'lhc deferred taxation balance relates to0:

At 31 December 2019 2018

‘ £ £
Caginal allowances in arvears of doprecigtion 0 U 00 @S0 46399)
Qther timing differences 9,465 12,390
Provisionfordeimedm o o ,,, 68,%&

Deferred tax assets and liabilities are offset only where the Company has a legatly enforcenble right to do 50 and wherc the

assets and liabilities relate to income taxes levied by the same taxation authority on the same taxabie entity or another entity
within the Company.
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CHARLES SCHWABRB, UK, LIMITED
Notes to the Financial Statements
For the Year Ended 31 December 2019

16. Financigl Instruments

The carrying values of the Company’s financial assets and liabilities are summarised by category below:

At 31 December , 2019 2018
Financial assets £ £
Debtmstmmensmeasuredmamomsedcost ) o o ‘ o L
Oerdeboms(seeotel2) 278137 T 264375,
Cash at bank and in hend 4,207,242 3,952,950
Totul financial assm ; L - _ . 4,485,379 4.21'7 325

Fineociel lisbiliges

Mmmdmmomsedws‘ Y e v v e -~ - .- e e e Ve . e EEE - PR . . PR . . . . . .- e
Other creditors (see note 13) 107,737 20,140
Total financial lisbilities — e WOTBT 20,140

17 Called-up Share Capital

At 31 December 2019 2018
) . e i £ £
"Allotted, calied-up and fully-paid 391,000 ordinary shares of £1 each 391,000 ' 391,000

The Company has one class of ordinary shares which carry 1o right to fixed income.

18. Capital Contribution

Capital Contribution
£
‘At]Tamiary20i8 0 0 ST T R B | 854,255
Capltal oonm'buuonfmm Pannt Compmy - T s oo ooy o 67 135
.At 31 December 2018 . . ‘ 921,390
munon from Parent Cmy_- - 1,552,927

At 31 December 2019 ' 2,474,317
B e —— T

— —

In March 2019, the Company entered into a USD $400 miltion credit facility with its ultimate parent company, The Charles
Schweb Corporation, from which the Company drew USD $308 million on 25 April 2019. The credit facility and related cash
drawn on the facility resulted in a change to the Company's required regulatory capital. As 8 result, the Company had 8 capital
deficiency for a period of time from 25 March 2019 and until a capital infusion was made on 16 April 2019 in the amount of
£1,523,810. Draws on the credit facility were fully repaid as at 31 December 2019.

arman s oar -




CHARLES SCHWAB, U.K,, LIMITED
Notes to the Financial Statements
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19. Operating Lease Commitments

Tota! future minimum lease paymeats under non-cancellable operating leases are os follows:

At 31 December 2019 2018
: £ £
"Within 1 year v - ) ] . 235000 235,000°
B R L 5 o
Gyma T e e A LEma6

3,091,055

Total operating lease commitments v _ 2,800,417

20. Employee Benefits
Defined Contribution Schemes

The Company operates defined contribution retirement benefit schemes for ail qualifying employees. The tot! expense charged
to profit or loss in the year ended 31 December 2019 was £64,300 (2018: £56,397). There was no defined contribution pension
scheme accrual &s at 31 December 2019 (2018: £nil).

21, Share Based Payments

The ultimate parent company, The Charles Schwab Corporation®s share based incentive plans provide for grenting options and
restricted stock units to employees and directors under equity settled share based compensation, The required disclosures are
included in the consolidated financial statements of the Charles Schwab Corporation.

= Restricted Stock Units

The Charles Schwab Corporation bhas grented restricted stock unit awards to some of the employees of the Company.
Awards under this plan are subject to vesting over a four year period from the grant date contingent upon continued
employment and to restrictions on sale, transfer or pledge without the written consant of The Charles Schwab
Corporation. All or a portion of an award may be cancelled if employment is terminated before the end of the relevant
restriction period. All or a portion of an award will also immediately be cancelled and will expire in the event that the
Company terminates employment on sccount of conduct contrary to the best interest of The Charles Schwab
Corporation. If The Charles Schwab Corporation pays cash dividends on shares, recipients of the restricted stock units
will receive cash equal to the dividend per share multiplied by the number of unvested restricted stock units.

e Stock Options

The Charles Schwab Corporation has also granted stock option awards. Options are granted for the purchase of shares
of common stock at an exercise price not less than market value on the date of the grant and expire within ten years
from the date of grant, subject to accelerated expiration upon termination of employmeat. Stock option awards have
vesting, restrictions and cancellation provisions that are generally similor %o those in restricted stock units.

y1]




CHARLES SCHWAB, UK., LIMITED
Notes to the Financia} Statemenes
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22. Legal Provision

The Company has been in dialogue with the FCA in respect of certain regulotory issues that were promptly disclosed to the
FCA in May 2018. In June 2019, the Company reccived notice that the FCA had referred this matter for investigation to its
Enforcement Division. In eaforcement actions, the FCA has wide ranging powers, including withdrwing a firm's authorisation,
suspending firms and individuals from undertaking reguiated activities, applying to the courts for injunctions and restitution
orders and issuing financial penalties, which would likely be material. The Company has recorded o provision of £1,256,000
(2018: £nil), which is the minimum amount thet can be reasonably estimated related to this matter. The ultimate amount of any
penaity could be materially different than the Company's estimate based on the curreat stage of this matter and the FCA’s wide
ranging powers aad discretion. The timing of any penalty is also uncertain, but the Company estimates that it could occur as
soon &s the second half 2020.

23, Related Party Tronsactions

The Company has tekea advantage of the disclosure exemption for transactions with group companies as provided by section 33
of Pinancial Reporting Standerd 102. There were no other related party transactions requiring disclosure.

24, Ultimate Pareat Compsany

The Company is a subsidiary of Sehwab International Holdings, Inc. The ultimate parent company and controlling purty is The
Charles Schwab Corporation, a company incorporated in the United States of America and registered at 211 Main Street, San
Francisco, CA 94105. The consolidated financial statements of The Charles Schwab Camaratian are the largest and smallest
consolidated financial statements prepared for the group of which the Company is a member. Copies of the consolidated
financial statements of The Charles Schwab Corporation can be obiained fram the parent company’s website, hitps://

aboutschwab.com/annual-report.

285. Subsequent Events

There have been no events subsequent to year end that impact the sccuracy of these finpncial statements. The impact of
COVID-19 is considered to represent a non-adjusting post balance sheet event as at 31 December 2019. For further information
around management’s assessment of its impact, please refer to note |.

On 24 April 2020, and retroactive to 1 January 2020, the Coropany entered into an agreement with CS&Co uader which

CS&Co will pay the Company on.a monthly basis, costs plus 10% of those costs, for the efforts of the Company in providing
customer service to existing customers of CS&Co who reside in the UK and for referring UK -=resident customers to CS&Co.
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