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The Directors present their Strategic report for Cowen Execution Services Limited (“Company”) for the year
ended 31 December 2021.

Principal activities and review of the business

The Company is a wholly owned subsidiary of Cowen Execution Holdco, LLC which is an indirectly wholly
owned subsidiary of Cowen Inc. (“Ultimate Parent”). These financial statements are consolidated in the
financial statements of Ultimate Parent. Copies of the parent’s financial statements are available at the
registered office of Cowen Inc., 599 Lexington Avenue, New York, NY 10022, USA or online at
http://www.cowen.com.

Principal activities
The principal activities of the Company are conducted in the United Kingdom (“UK”) and during the year
were:

e  The provision of global algorithmic, electronic trading and sales trading execution services to institutional
and wholesale clients.

e  The provision of Research Payment Account (“RPA”) administration services under the service mark of
Westminster RPA.

o The operation of a facilitation trading book, focused on facilitating incoming client requests or positioning
inventory in anticipation of client demand.

Each of the foregoing activities were conducted through clearly identifiable Divisions of staff (“Divisions”).
The Divisions align to relevant Cowen subsidiaries that support broadly the same businesses in the United
States of America. The Company’s institutional clients include investment managers, hedge funds,
corporations, plan sponsors, broker-dealers, and other financial intermediaries.

The Ultimate Parent, through its indirect wholly owned subsidiary, Cowen PC Acquisition LLC, completed
its acquisition and purchased the rights and obligations to the assets and liabilities of Portico Capital UK
Limited and Portico Capital Europe LLP (collectively “Portico”). The UK business and associated assets and
liabilities were transferred to the Company as a Parent equity contribution. Portico is an M&A advisory firm,
focused on the Verticalized Software, Data, and Analytics sector. This is an expansion for the investment
banking platform, which closed on 16 December 2021.

Operating model

The Company’s primary activity is to act in an agency capacity as a broker for its own clients and for clients
of its affiliate, Cowen & Company LLC (“C&Co”). In the ordinary course of business, the Company provides
execution services in global equity-based securities and ETFs, utilizing multiple regulated financial
institutions, including affiliates, as its executing broker. The Company is a member of the London Stock
Exchange. The Company also provides administrative support to the institutional clients using the
Westminster RPA administrative services.

Regulatory information

The Company is authorised and regulated by the Financial Conduct Authority (“FCA”) pursuant to the
Financial Services & Markets Act 2000. All of the Company’s undertakings were conducted within the
permissions granted to the Company by the FCA.
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Performance for the year
The results of operations for the year ended December 31, 2021 are presented in the income statement account
on page 12. The net loss for the year amounted to £996,000 (2020 net gain: £668,000).

The Directors made the strategic decision to further invest in the sales and trading execution business in 2021,
by hiring a small group of professionals focused on European event driven opportunities to complement the
expansion from 2019.The Company’s ongoing commitment to business expansion contributed to an increase
in commission revenue of 34% or £2,907,000 from the prior year to £11,501,000. Operating expenses
increased by 39% to £25,429,000 with the main contributing driver being an increase in headcount that
resulted in a rise in wages and salary expenses of 73% or £6,456,000 from the prior year to £15,351,000.

The Ultimate Parent, through its indirect wholly owned subsidiary, Cowen PC Acquisition LLC, completed
its acquisition and purchased the rights and obligations to the assets and liabilities of Portico Capital UK
Limited and Portico Capital Europe LLP (collectively “Portico”). The UK business and associated assets and
liabilities were transferred to the Company as a Parent equity contribution. Portico is an M&A advisory firm,
focused on the Verticalized Software, Data, and Analytics sector. This is an expansion for the investment
banking platform, which closed in December 2021. As we move forward, we will look at the synergies this
can bring to the existing business.

The Directors are satisfied with the Company’s performance, given the investments in the future development
and remain cautiously optimistic that these investments will provide improved performance into 2022.

The Company’s Key Performance Indicators for the years ended 31 December 2021 and 31 December 2020
are as follows:

2021 2020
£'000 £'000
Turnover 24,280 19,203
Operating expenses (25,429) (18,343)
Interest income 1 24
Interest expense (34 4)
Net profit/(loss) (996) 668
Net assets 26,442 9,854
Average number of employees 42 35

Principal risks and uncertainties

Business risks concern the typical macroeconomic issues that affect markets in general, such as a weakening
of economic conditions or a more challenging operating environment as a result of new technology, regulatory
and statutory requirements.

The Company provides trade execution services to a broad range of clients across the buy- and sell-side firms
of the financial services industry, including traditional asset managers, banks, hedge funds and other broker-
dealers. The client base predominantly spans the US, UK and EU27 domicile. The industry has operated
within an environment of subdued volumes for a number of years, however the market volatility in 2021 saw
increased opportunity for the execution platform. The Directors believe that the Company is well positioned
to take advantage of any such continued opportunity. Whilst conditions can change from both an
environmental impact or in relation to changes in economic conditions, taxation policy or regulatory
requirements causing a fall in equity market volumes, the Company strives to mitigate this risk through a
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diversified client base and product base. The principal risks and uncertainties facing the Company are credit
risk, liquidity risk, market risk, and operational risk. Refer to note 18 for more information and disclosures.

People risk

Our people are our most valuable resource. Our success depends upon the efforts, skill, reputations and
business contacts of our senior professionals. Accordingly, the Company’s continued success will depend on
the continued service of these individuals. Therefore, the loss of key personal could have a material adverse
effect on the Company’s results.

Competitive Risks

The research, brokerage and investment banking industries are intensely competitive, and we expect this to
remain so. The Company competes on the basis of a number of factors, including client relationships,
reputation, the abilities of our professionals, market focus and the quality and price of our services. The
Company offers a suite of execution and related services that provide investment managers with solutions
that are customizable and scalable. Along with other companies we have experienced price competition in
these areas and expect this to continue.

Environmental risk

Brexit

The UK is now at the end of the formal transitional period following the UK officially leaving the EU on 31¢
December 2020. The firm has operated within the new regulatory landscape during 2021, and the Directors
continue to monitor the situation closely and will respond to any regulatory divergence that may present itself.
The impact is not expected to be material based on the management’s assessment to date.

Geo-political landscape

The Company is monitoring the evolving political situation in the Ukraine and has reacted to any sanctions
that have been imposed thus far and continues to monitor any further sanctions. The sanctions imposed to
date had a limited impact on volumes and business levels.

Coronavirus (COVID-19)

Following on from the unprecedented situation presented by the Coronavirus (COVID-19) global pandemic,
the Company has continued to operate primarily in a work from home situation. The Directors continue to
navigate any potential business disruptions whilst ensuring our primary responsibility to the support and well-
being of our colleagues and their families. There was a slightly elevated return to the office during the early
part of Q4 2021, but this was put on hold with the rapidly changing situation caused by the Omicron variant.
The Directors continue to monitor all Government guidance and operate a cautious response to an eventual
return to the workplace and changes in practices that may be required as a result of evolving work practices.

Financial instrument risk

In addition, during the normal course of business, the Company has exposure to a number of key financial
instrument risks including market risk, credit risk, liquidity risk and sanctions that maybe imposed on issuers
of securities. As part of the Company’s risk management process, these risks are monitored on a regular basis
throughout the course of the year to ensure that the risks to which the Company is or may become exposed
are identified and, where appropriate, mitigated.

On behalf of the Board

Michael Page, Director
26/05/2022
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The Directors present their report and the audited financial statements for the year ended 31 December
2021.

Directors and their interests
The current Directors are shown on page 1. The following Directors have held office during the year since
1 January 2021:

John Holmes
Kevin Disley
Michael Healey
Michael Page
Matthew Cyzer

Recommended dividend
The net loss for the year amounted to £996,000 (2020 net gain: £668,000). The Company’s Directors did
not recommend a dividend in 2021 (2020: nil).

Future developments

The Directors aim to maintain the policies which have resulted in the Company’s growth in turnover. The
Directors remain cautiously optimistic regarding the future of the Company considering uncertain market /
environmental conditions and will continue to invest in the Sales and Trading and Corporate Finance
platforms when suitable opportunities arise.

Post balance sheet events

The near-term outlook for the financial markets that the Company operates in are still in a state of fluctuation
and volatility resulting for the ongoing global responses to the Covid-19 pandemic and other geo-political
situations. The Company remains focused on maximizing opportunities across all market conditions. The
Directors remain confident that the Company’s prudent business model, coupled with the proven experience
of our employees, leaves the Company well placed to continue to serve our clients in these unprecedented
and challenging market conditions.

Financial instruments
Details of financial instruments risks are provided in the strategic report on page 4.

Environmental risk .

With the UK now at the end of the formal transitional period following the UK officially leaving the EU on
31 December 2020, the Company has operated within the new regulatory landscape during the full twelve
months of 2021.

Whilst the issue of equivalence for the United Kingdom, in relation to financial services, remains an
unresolved question, the Directors have ensured that where certain EEA countries have established
temporary permission regimes, applications for such have been made.

The Directors continue to monitor the political developments and remain positioned to respond accordingly.
At this point in time the Directors do not deem it appropriate to look to secure authorization for a MiFID
compliant entity to be established within Europe.

As the regulatory landscape continues to evolve, the Directors remain committed to apply such resources
required to implement new regulations.

Cowen views Environmental, Social and Governance, collectively (“ESG”) practices as essential
components of the company’s performance and the successful implementation of our Outperform
strategy. We hold ourselves accountable to being proactive and solution-oriented in the effort to advance
sustainable, long-term growth in the world in which we live.
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By engaging with stakeholders — including clients and employees — we aim to do our part to improve today s
environment and societal challengcs and better serve our community.

Going concern
The financial statements of the Company have been prepared on the basis that the Company has the ability
to continue as a going concern for at least one year from the date of issuance of these financial statements.

The Company has sufficient financial resources together with the group’s institutional client base across
Europe and the United Kingdom. As a consequence, the Directors believe that the Company is well placed
to manage business risks successfully despite the current uncertain market conditions.

After making inquiries and consideration of relevant severe yet plausible stress scenarios, the Directors have
a reasonable expectation that the Company has adequate resources to continue in operational existence for
at least 12 months from the date the financial statements are approved. This assessment considers both the
results in the financial year, forecasts and business plans for future periods and relevant severe yet plausible
stress scenarios in the going concern period. Accordingly, they continue to adopt the going concern basis in
preparing the annual report and financial statements (see note 2).

Directors’ liabilities

The Company indemnifies directors and officers against liability in respect of proceedings that may
be brought by third parties, subject to the conditions set out in the Companies Act. Such qualifying third-
party indemnity provision remains in force as at the date of approving the Directors report.

Political donations
No political donations were made by the Company during 2021 (2020: nil).

Pillar 3 Disclosure

In accordance with the rules of the Financial Conduct Authority, the Company has published further
information on its risk management objectives and policies and on its regulatory capital requirements and
resources in unaudited appendix to the financial statements.

Equal opportunities

Cowen is committed to the equality of opportunity. In the recruitment of staff and their subsequent career
development, individuals are considered solely on the basis of their aptitude and ability, irrespective of sex,
marital status, race, age, sexual orientation, religion or disability.

Disclosure of information to the auditors

So far as each person who was a Director at the date of approving this report is aware, there is no relevant
audit information, being information needed by the auditor in connection with preparing its report, of which
the auditor is unaware. Having made enquiries of fellow Directors and the Company’s auditor, each Director
has taken all the steps that he/she is obliged to take as a Director in order to make himself/herself aware of
any relevant audit information and to establish that the auditor is aware of that information.

Re-appointment of auditors

In accordance with s5.485 of the Companies Act 2006, a resolution to reappoint KPMG LLP was proposed
at the recent Annual General Meeting.

On behalf of the Board

Michael Page, Director
26/05/2022
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Statement of Directors’ Responsibilities in Respect of
the Strategic Report, the Directors’ Report and the
Financial Statements

The directors are responsible for preparing the Strategic Report, the Directors’ Report and the financial
statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law
they have elected to prepare the financial statements in accordance with applicable law, including FRS 102
The Financial Reporting Standard applicable in the UK and Republic of Ireland.

Under Company law the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the Company and of the profit or loss of the Company
for that period. In preparing these financial statements, the directors are required to:

¢ sclect suitable accounting policies and then apply them consistently;
¢ make judgements and estimates that are reasonable and prudent; and

e assess the Company’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern; and

s use the going concern basis of accounting unless they either intend to liquidate the Company or to cease
operations, or have no realistic alternative but to do so.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Company’s transactions and disclose with reasonable accuracy at any time the financial position of the
Company and enable them to ensure that the financial statements comply with the Companies Act 2006.
They are responsible for such internal control as they determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error, and have general
responsibility for taking such steps as are reasonably open to them to safeguard the assets of the Company
and to prevent and detect fraud and other irregularities.



Independent Auditor’s Report to the Members of Cowen
Execution Services Limited for the year ended 31
December 2021

Opinion
We have audited the financial statements of Cowen Execution Services Limited (“the Company”) for the

year ended 31 December 2021 which comprise the Income Statement, the Statement of Changes in Equity,
the Statement of Financial Position and related notes, including the accounting policies in Note 2.

In our opinion the financial statements:

e give atrue and fair view of the state of the Company’s affairs as at 31% December 2021 and of its loss
for the year then ended;

o have been properly prepared in accordance with UK accounting standards, including FRS 102 The
Financial Reporting Standard applicable in the UK and Republic of Ireland; and

e have been prepared in accordance with the requirements of the Companies Act 2006.
Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and
applicable law. Our responsibilities are described below. We have fulfilled our ethical responsibilities
under, and are independent of the Company in accordance with, UK ethical requirements including the FRC
Ethical Standard. We believe that the audit evidence we have obtained is a sufficient and appropriate basis
for our opinion.

Going concern

The directors have prepared the financial statements on the going concern basis as they do not intend to
liquidate the Company or to cease its operations, and as they have concluded that the Company’s financial
position means that this is realistic. They have also concluded that there are no material uncertainties that
could have cast significant doubt over its ability to continue as a going concern for at least a year from the
date of approval of the financial statements (“the going concern period™).

In our evaluation of the directors’ conclusions, we considered the inherent risks to the Company’s business
model and analysed how those risks might affect the Company’s financial resources or ability to continue
operations over the going concern period.

Our conclusions based on this work:

e we consider that the directors’ use of the going concern basis of accounting in the preparation of the
financial statements is appropriate;

¢ we have not identified, and concur with the directors’ assessment that there is not, a material uncertainty
related to events or conditions that, individually or collectively, may cast significant doubt on the
Company's ability to continue as a going concern for the going concern period.

However, as we cannot predict all future events or conditions and as subsequent events may result in
outcomes that are inconsistent with judgements that were reasonable at the time they were made, the
above conclusions are not a guarantee that the Company will continue in operation.
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Fraud and breaches of laws and regulations — ability to detect ‘
Identifying and responding to risks of material misstatement due to fraud

To identify risks of material misstatement due to fraud (“fraud risks™) we assessed events or conditions that
could indicate an incentive or pressure to commit fraud or provide an opportunity to commit fraud. Our risk
assessment procedures included:

¢ Enquiring of directors, internal audit, and inspection of policy documentation as to Company’s high-
level policies and procedures to prevent and detect fraud, including the internal audit function, and the
Company’s channel for “whistleblowing”, as well as whether they have knowledge of any actual,
suspected or alleged fraud. .

¢ Reading Board minutes.

We communicated identified fraud risks throughout the audit team and remained alert to any indications of
fraud throughout the audit.

As required by auditing standards, we perform procedures to address the risk of management override of
controls, in particular the risk that management may be in a position to make inappropriate accounting
entries. On this audit we do not believe there is a fraud risk related to revenue recognition because of limited
judgement and simple nature of revenues.

We did not identify any additional fraud risks.
We also performed procedures including:

o Identifying journal entries to test based on risk criteria and comparing the identified entries to
supporting documentation. These included those posted by senior management, those posted to
seldom used accounts, those posted to unrelated accounts, those posted without any user 1D,
those posted and approved by the same user, and those containing certain key words.

Identifying and responding to risks of material misstatement due to non-compliance with laws and
regulations

We identified areas of laws and regulations that could reasonably be expected to have a material effect on
the financial statements from our general commercial and sector experience, and through discussion with
the directors and other management (as required by auditing standards), and from inspection of the
Company’s regulatory and legal correspondence and discussed with the directors and other management
the policies and procedures regarding compliance with laws and regulations.

As the Company is regulated, our assessment of risks involved gaining an understanding of the control
environment including the entity’s procedures for complying with regulatory requirements.

We communicated identified laws and regulations throughout our team and remained alert to any indications
of non-compliance throughout the audit.

The potential effect of these laws and regulations on the financial statements varies considerably.

Firstly, the Company is subject to laws and regulations that directly affect the financial statements including
financial reporting legislation (including related companies legislation), distributable profits legislation and
we assessed the extent of compliance with these laws and regulations as part of our procedures on the related
financial statement items.

Secondly, the Company is subject to many other laws and regulations where the consequences of non-
compliance could have a material effect on amounts or disclosures in the financial statements, for instance
through the imposition of fines or litigation or the loss of Company’s license to operate. We identified the
following areas as those most likely to have such an effect: data protection laws, employment law,
regulatory capital and liquidity, and certain aspects of Company legislation recognising the financial and
regulated nature of the Company’s activities and its legal form. Auditing standards limit the required audit
procedures to identify non-compliance with these laws and regulations to enquiry of the directors and other
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management and inspection of regulatory and legal correspondence, if any. Therefore, if a breach of
operational regulations is not disclosed to us or evident from relevant correspondence, an audit will not
detect that breach.

Context of the ability of the audit to detect fraud or breaches of law or regulation

Owing to the inherent limitations of an audit, there is an unavoidable risk that we may not have detected
some material misstatements in the financial statements, even though we have properly planned and
performed our audit in accordance with auditing standards. For example, the further removed non-
compliance with laws and regulations is from the events and transactions reflected in the financial
statements, the less likely the inherently limited procedures required by auditing standards would identify
1t

In addition, as with any audit, there remained a higher risk of non-detection of fraud, as these may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal controls. Our audit
procedures are designed to detect material misstatement. We are not responsible for preventing non-
compliance or fraud and cannot be expected to detect non-compliance with all laws and regulations.

Strategic report and directors’ report

The directors are responsible for the strategic report and the directors’ report. Our opinion on the financial
statements does not cover those reports and we do not express an audit opinion thereon.

Our responsibility is to read the strategic report and the directors’ report and, in doing so, consider whether,
based on our financial statements audit work, the information therein is materially misstated or inconsistent
with the financial statements or our audit knowledge. Based solely on that work:

. we have not identified material misstatements in the strategic report and the directors’ report;

. in our opinion the information given in those reports for the financial year is consistent with the
financial statements; and

. in our opinion those reports have been prepared in accordance with the Companies Act 2006.
Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report to you if, in our opinion:

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

o the financial statements are not in agreement with the accounting records and returns; or
e certain disclosures of directors’ remuneration specified by law are not made; or
e we have not received all the information and explanations we require for our audit; or

e  We have nothing to report in these respects.

10
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Directors’ responsibilities

As explained more fully in their statement set out on page 7, the directors are responsible for: the preparation
of the financial statements and for being satisfied that they give a true and fair view; such internal control
as they determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error; assessing the Company’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern; and using the going concern basis of accounting
unless they either intend to liquidate the Company or to cease operations, or have no realistic alternative but
to do so.

Auditor’s responsibilities

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue our opinion in an auditor’s report.
Reasonable assurance is a high level of assurance, but does not guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or in aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of the financial statements.

A fuller description of our responsibilities is provided on the FRC’s website at
www.frc.org.uk/auditorsresponsibilities.

The purpose of our audit work and to whom we owe our responsibilities

This report is made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16
of the Companies Act 2006. Our audit work has been undertaken so that we might state to the Company’s
members those matters we are required to state to them 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.

A

Rahim Butt (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

15 Canada Square

London E14 5GL

26 May 2022

1"
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Income Statement for the Year Ended 31 December

2021
2021 2020
Note £°000 £000
Turnover 4 24,280 19,203
Operating expenses (25,429) (18,343)
Operating(loss) profit (1,149) 860
Interest income 1 24
Interest expense (34) “)
(Loss)/profit on ordinary (1,182) 880
activities before taxation
Taxation credit/(charge) 7 186 212)
Net (loss)/profit (996) 668

There are no components of other comprehensive income recognised as a part of total comprehensive
income outside the income statement.

The notes on pages 15 to 29 form part of these financial statements.

12
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Statement of Changes in Equity

For the year ended 31 December 2021

Called Up Other Retained Pare.nt Shareholders’
Share Reserves Earnings Equity Equity
Capital 85 Contribution q
£000 £000 £000 £000 £000
At 1 January 2020 7,650 185 1,138 - 8,973
Profit for the year - - 668 - 668
Share based -
payment - 213 - 213
transactions
At 31 December -
2020 7,650 398 1,806 9,854
Called Up Other Retained Pare.nt Shareholders’
Share Reserves Earnings Equity Equity
Capital g Contribution
£°000 £°000 £7000 £000 £000
At 1 January 2021 7,650 398 1,806 - 9,854
Loss for the year - - (996) - (996)
Share based
payment - 325 - - 325
transactions
Transfer of
business (note 3) ) ) ) 17,259 17,259
At 31 December 7,650 723 810 17,259 26,442
2021
The notes on pages 15 to 29 form part of these financial statements.
13
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Statement of Financial Position
At 31 December 2021

2021 2020
Note £'000 £000
Non-current assets
Tangible assets 9 163 217
Intangible assets 10 3,515 -
Goodwill 10 10,182 -
Current assets
Debtors 11 4,205 1,274
Cash at bank 15,651 11,231
19,856 12,505
Creditors: amounts falling due within one year 12 7,208 2,770
Net current assets 12,648 9,735
Total assets less current liabilities 26,508 9,952
Creditors: amounts falling due after more than one year 13 66 98
Net Assets ' 26,442 9,854
Capital and Reserves
Called up share capital 14 7,650 7,650
Retained earnings 810 1,806
Other reserves 723 398
Parent equity contribution 3 17,259 -
Total equity 26,442 9,854

The notes on pages 15 to 29 form part of these financial statements

The financial statements were approved by the Board of Directors on 26 May 2022 and were signed on its
behalf by:

Michael Page, Director

14
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Cowen Execution Services Limited

Notes to the financial statements
For the year ended 31 December 2021

General Information

The Company is a private company limited by share capital and is incorporated and domiciled in England.
The address of its registered office is:

11th Floor

Broadgate Quarter

1 Snowden Street

London

EC2A 2DQ

UK

These financial statements were authorised for issue by the Board on 26 May 2022.
Accounting policies

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

Statement of compliance

These financial statements have been prepared in compliance United Kingdom Accounting Standards,
including Financial Reporting Standard 102, "The Financial Reporting Standard applicable in the United
Kingdom and the Republic of Ireland” ("FRS 102") and the Companies Act 2006. The financial statements
are prepared in sterling which is the functional currency of the Company and rounded to the nearest £°000.

Basis of preparation .

The financial statements have been prepared on a going concern basis, under the historical cost convention
except that as disclosed in the accounting policies certain items are shown at fair value. The preparation of
financial statements in conformity with FRS 102 requires the use of certain critical accounting estimates. It
also requires management to exercise its judgement in the process of applying the Company’s accounting
policies.

Going concern
The financial statements of the Company have been prepared on the basis that the Company has the ability
to continue as a going concern for at least one year from the date of issuance of these financial statements.

The directors have prepared cash flow forecasts for a period of 12 months from the date of approval of these
financial statements which indicate that, taking account of severe but plausible scenarios, the Company will
have sufficient funds, to meet its liabilities as they fall due for that period.

On 11 March 2020 the World Health Organisation declared the Covid-19 outbreak a pandemic and the
directors took the decision to protect the safety and well-being of employees by moving to a remote working
model. This decision has to date not impacted our employee’s ability to service our clients. The Directors
continue to monitor all Government guidance and operate a cautious response to an eventual return to the
workplace and changes in practices that may be required as a result of evolving work practices.

After reviewing the Company's performance and relevant severe yet plausible stress scenario analysis the
Directors are confident that the Company will have sufficient funds, to meet its liabilities for at least 12
months from the date of approval of the financial statements.

15
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Cowen Execution Services Limited

Notes to the financial statements
For the year ended 31 December 2021

Accounting Policies (continued)

Summary of disclosure exemptions

FRS 102 allows a qualifying entity certain disclosure exemptions, subject to certain conditions, which have
been complied with, including notification of, and no objection to, the use of exemptions by the Company's
shareholders.

In the ordinary course of business, the Company undertakes transactions with its sister company Cowen and
Company, LLC located in New York. These transactions are undertaken on an arm’s length basis. The
Company is a wholly owned subsidiary of Cowen Holdings, Inc. and elected not to disclose transactions
with it and any fellow group companies in these financial statements.

The Company has elected to take advantage of the following exemptions:

@) from the requirement under FRS 102 paragraph 1.12 (b) to prepare a statement of cash flows
as the Company is a subsidiary of Cowen Group, Inc. (“the Group™) where greater than 90%
of the voting rights are controlled within the Group and the Group’s financial statements in
which the Company is included are publicly available;

(ii) from disclosing share based payment arrangements, required under FRS 102 paragraphs 26.18
(b),26.19 10 26.21 and 26.23, concerning its own equity instruments. The Company’s financial
statements are presented with the consolidated financial statements and the relevant
disclosures are included therein;

(iii) from disclosing the Company key management personnel compensation, as required by FRS
102 paragraph 33.7.
@iv) from disclosing details of transactions with entities that are part of the Group in accordance

with FRS 102 paragraph 33.9 since it is a subsidiary of a Group which is wholly owned and
the Group’s financial statements are publicly available.

Turnover recognition
Turnover is recognised to the extent that it is probable that the economic benefits will flow to the Company
and the turnover can be reliably measured.

Turnover comprises the fair value of the consideration received or receivable under a transfer pricing
agreement with its affiliated company, Cowen & Company LLC (“C&Co”). The Company acts as an
introducing broker by receiving and transmitting client orders to C&Co and, as such, incurs client support
and order handling costs on behalf of C&Co. All costs associated with the Company acting as an introducing
broker for C&Co are marked up at 12% and charged to C&Co in accordance with the transfer pricing
agreement. Such cost recharge is treated as revenue on the Company’s books and is recognised on a monthly
basis.

Spread revenue earned from principal trading and commission revenue generated from high-touch trading
and event trading activity are not governed by the transfer pricing agreement and recognised directly on the
Company’s books on a monthly basis.

The Company also provides Research Payment Account (“RPA”) administration services to its clients and
recognises the revenue on an accrual basis.

Finance income and costs policy

Interest payable and similar expenses include interest payable and net foreign exchange losses that are
recognised in the profit and loss account (see foreign exchange note). Interest income and interest payable
are recognised in the profit or loss as they accrue , using the effective interest method. Interest income on
cash is minimal and is recognised when notified by the banks.
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Notes to the financial statements
For the year ended 31 December 2021

Accounting Policies (continiled)

Pension scheme arrangements

Certain of the Company’s employees are members of a defined contribution occupational pension scheme.
The Company is required to make monthly contributions to the plan on behalf of its employees.
Contributions made to the defined contribution scheme during the period are recognised in the Income
Statement in the period in which the contribution is payable.

Share capital

Ordinary called up shares are classified as equity. Equity instruments are measured at the fair value of the
cash or other resources received or receivable, net of the direct costs of issuing the equity instruments. If
payment is deferred and the time value of money is material, the initial measurement is on a present value
basis.

Operating Leases

Rentals payable under operating leases are charged in the Income Statement on a straight-line basis over
the lease term. Benefits received and receivable as an incentive to enter into an operating lease are also
spread on a straight-line basis over the lease term.

Finance Leases

Finance lease obligations are recognised at the lower of the fair value of the leased asset and the present
value of the minimum lease payments in the balance sheet. Lease payments are apportioned between the
reduction of the lease liability and finance charges in the Income Statement using the effective interest
method to achieve a constant rate of interest on the remaining balance of the liability.

Foreign exchange, pi‘esentation and functional currency

- The functional currency and presentation currency of the Company is pounds sterling (GBP). Transactions

denominated in other currencies are translated into GBP at the rate of exchange ruling at the date of
transaction. Monetary assets and liabilities are translated into GBP at the rate of exchange ruling at the
balance sheet date. Exchange gains and losses on financial assets and financial liabilities are included in the
income statement.

Related party transactions
The Company has taken advantage of the exemptions contained within FRS 102 section 33 and has not
disclosed transactions with group companies which are wholly owned by a member of the group.

Tangible assets
Tangible assets are stated at cost less accumulated depreciation and accumulated impairment losses. Such
cost includes costs directly attributable to making the asset capable of operating as intended.

Depreciation is provided on all tangible assets at rates calculated to write off the cost, less estimated residual
value of each asset as follows:

Furniture & fixtures — S years / straight-line method
Leasehold improvements — 5 years / straight-line method
Computer equipment — 3 years / straight-line method

The carrying values of tangible assets are reviewed for impairment when events or changes in circumstances
indicate the carrying value may not be recoverable.
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Notes to the financial statements
For the year ended 31 December 2021

2. Accounting Policies (continued)

Trade Receivables

Trade receivables are measured at the transaction price on initial recognition. Subsequent to initial
recognition, appropriate allowances for estimated irrecoverable amounts are recognised on the Income
Statement when there is objective evidence that the asset is impaired. The allowance recognised is measured
as the difference between the asset’s carrying amount and the present value of estimated future cash flows
discounted at the effective interest rate computed at initial recognition.

Cash and cash equivalents
Cash and cash equivalents in the balance sheet comprise cash at banks and in hand and short-term deposits
with an original maturity date of three months or less.

Trade payables
Trade payables are initially measured at the transaction price, and are subsequently measured at amortised
cost, using the effective interest rate method.

Financial instruments

The Company has chosen to adopt Section 11 Basic financial instruments and Section 12 Other financial
instruments of FRS 102 in respect of financial instruments. A financial instrument is a contract that gives
rise to a financial asset of one entity and financial liability or equity instrument of another entity.

Recognition and measurement

(i) Basic financial instrument assets including trade and other receivables, cash and bank balances are
initially recognised at transaction price. Current asset investments are initially recognised at cost. Such
assets are subsequently carried at amortised cost using the effective interest method. Financial assets are de-
recognised when (a) the contractual rights to the cash flows from the asset expire or are settled, or (b)
substantially all the risks and rewards of the ownership of the asset are transferred to another party or (c)
despite having retained some significant risks and rewards of ownership, control of the asset has been
transferred to another party who has the practical ability to unilaterally sell the asset to an unrelated third
party without imposing additional restrictions.

A financial asset not carried at fair value through profit or loss is assessed at each reporting date to determine
whether there is objective evidence that it is impaired. A financial asset is impaired if objective evidence
indicates that a loss event has occurred after the initial recognition of the asset, and that the loss event had
a negative effect on the estimated future cash flows of that asset that can be estimated reliably.

(i) Basic financial instrument liabilities include basic trade and other payables and loans from related group
companies are initially recognised at transaction price. Trade payables are obligations to pay for goods or
services that have been acquired in the ordinary course of business from suppliers. Accounts payable are
classified as current liabilities if payment is due within one year or less. If not, they are presented as non-
current liabilities. Financial liabilities are de-recognised when the liability is extinguished, that is when the
contractual obligation is discharged, cancelled or expired.

There have been no complex financial instrument transactions during the year or in the prior year.as per
Section 12 of FRS 102.

18



v3

Cowen Execution Services Limited

Notes to the financial statements
For the year ended 31 December 2021

2. Accounting Policies (continued)

Goodwill

Goodwill is recognised as an intangible asset at the acquisition date and represents the excess of the cost of
the business combination over the Company’s interest in the net fair value of the identifiable assets,
liabilities, and contingent liabilities. After initial recognition, goodwill is measured at cost less accumulated
amortisation and accumulated impairment losses. Goodwill is amortised on a systemic basis over its finite
useful life and reviewed for impairment when necessary. If an entity unable to reliably estimate the useful
life of goodwill, the life should not exceed 10 years.

For the goodwill transferred as part of Portico transaction completed on 16 December 2021, the Company's
management has determined the useful life of goodwill to be 8 years which will be amortised on a straight-
line basis and tested for impairment at each reporting date in accordance with FRS 102 section 19.23.

Intangible assets

Intangible assets, which are stated at cost less accumulated amortisation and impairment losses, if any,
represent the book value of transferred customer relationships and trade name in connection with the Portico
transfer of business. Amortisation is provided on all intangible assets over the estimated useful economic
life, as follows:

Customer relationships — 4 years / straight-line method
Trade name — 1 year / straight-line method

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at each financial year
end. The effect of any adjustment to residual values and useful lives is recognised prospectively as a change
in accounting estimate in the income statement.

Share based payments

The Company’s employees participate in the Cowen Group, Inc.’s various stock incentive plans (the
“Plans”). The Plans permit the grant of options, restricted shares, restricted stock units and other equity-
based awards to the Company’s employees, directors. Stock options granted generally vest over a two-to-
five-year period and expire seven years from the date of grant. Restricted share units issued may be
immediately vested or may generally vest over a two-to-five-year period. Employees are required to remain
in employment of the Group. The Group has historically made annual grants during the first quarter of each
year.

Equity settled arrangements are measured at fair value at the date of grant. The fair value is expensed on a
straight-line basis over the vesting period. The amount recognised as an expense is adjusted to reflect the
actual number of shares or options that will vest.

Settlements and cancellations are treated as an acceleration of vesting and the unvested amount is recognised
immediately in the Profit and Loss.

Taxation
The current tax charge is calculated at current rates on the taxable profits or losses.

Deferred tax is recognised in respect 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 more tax in the future or
a right to pay less tax in the future have occurred at the balance sheet date. This is subject to deferred tax
assets only being recognised if it is considered more likely than not that there will be suitable profits from
which the future reversal of the underlying timing differences can be deducted. Timing differences are
differences between the Company’s taxable profits and its results as stated in the financial statements, which
are capable of reversal in one or more subsequent periods.
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Notes to the financial statements
For the year ended 31 December 2021

Accounting Policies (continued)

Deferred tax is measured at a non-discounted basis at the tax rates that are expected to apply in the periods
in which the timing differences are expected to reverse based on tax rates and laws that have been enacted or
substantively enacted at the balance sheet date.

Critical accounting estimates and judgements and estimation uncertainty

The preparation of financial statements requires the Company to make judgements, estimates and
assumptions about the carrying amount of assets and liabilities that are not readily apparent from other
sources. The Company bases its judgements, estimates and assumptions on current facts, historical
experience, and other factors that the Company believes to be reasonable and prudent. Actual results may
differ materially from these estimates.

The following is a summary of what the Company believes to be its most critical accounting policies and
estimates.

Goodwill

Goodwill is initially measured at its cost and is reviewed at least annually for impairment. Any impairment
is recognized immediately in the Company’s income statement and is not subsequently reversed. No
impairment indicators were identified between December 16, 2021 and December 31, 2021.

Intangible assets

The Company is required to assess if there are any indications of possible impairment of intangible assets.
In the event there are such indications, the Company will need to calculate the recoverable amount of the
intangibles and compare it to the carrying values. No impairment indicators were identified between
December 16, 2021 and December 31, 2021.

Refer to Note 10 for additional information and disclosures.

Merger accounting

Business combination is defined by FRS 102 section 19.3 as the bringing together of separate entities or
businesses into one reporting entity. Business combinations of companies under common control are
accounted for in the financial statements using merger accounting. The Company applied the relevant
framework available under FRS 102 section 19, which permits the use of merger accounting for group
reconstructions only when certain specified criteria are met to qualify the business combination transaction
as a group reconstruction. With the merger accounting method, assets and liabilities are transferred at their
respective book values including book value of any associated goodwill.

Refer to Note 3 for additional information and disclosures.

Business combination

On December 16, 2021, the Ultimate Parent, through its indirect wholly owned subsidiary, Cowen PC
Acquisition LLC, completed its previously announced acquisition and purchased the rights and obligations
to the assets and liabilities of Portico Capital UK Limited and Portico Capital Europe LLP (collectively
"Portico"). Portico was a privately held entity and was a mergers and acquisitions advisory firm focused on
the verticalized software, data, and analytics sectors. Pursuant to the terms of the acquisition, the Ultimate
Parent transferred Portico's UK business and net assets at the book values to the Company, including
goodwill related to the UK trades and assets, which are included in the Company's statement of Financial
Position as at December 31, 2021. The Company has applied the Merger Accounting provisions of FRS 102
and the assets, liabilities, and associated goodwill were transferred at the book value from Cowen PC
Acquisition LLC. immediately after the acquisition. As nil consideration was paid by the Company for the
assets and liabilities transferred, the transfer gave rise to an equity contribution that is stated at the carrying
value of the net assets that the Company acquired inclusive of goodwill and identifiable intangibles. See note
10 for more details. In connection with the transfer, the Company recorded an increase in total assets of
£7,114,000, goodwill of £10,241,000, total liabilities of £96,000 and sharcholders’ equity of £17,259,000.
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Notes to the financial statements
For the year ended 31 December 2021

3. Business combination (continued)

The transaction constitutes a business combination and qualifies as a group reconstruction. As such, it has
been accounted for using the merger method of accounting in accordance with FRS 102 section 19. See note
2 for the accounting policy.

As nil consideration was paid by the Company, the book value of assets and liabilities transferred (including
goodwill), represents Parent equity contribution as presented in the table below.

Book value on

date of
transfer
£'000
Cash and cash equivalents 3,528
Fixed assets, net of accumulated depreciation 6
Intangible assets 3,554
Prepaid assets 21
Other assets S
Total assets 7,114
Accounts payable and accrued expenses 96
Total liabilities 96
Total net assets acquired and liabilities assumed 7,018
Goodwill 10,241
Parent equity contribution 17,259
4. Turnover
2021 2020
£000 £'000
Commission Revenue 11,501 8,594
Transfer Pricing 11,960 9,517
Facilitation Trading 479 610
Research Payment Account (RPA) 319 307
Research Payment Fees - 22 175

24,281 19,203

The analysis of the Company's turnover for the year by geographical market is as follows:

United Kingdom

2021 2020
£000 £000

24,281 19,203

The Company’s turnover recognition is based on the market where the transactions were executed.
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Notes to the financial statements
For the year ended 31 December 2021

5. Directors and employees
Staff costs during the year were as follows:

‘ 2021 2020

£°000 £'000

Wages and salaries 15,351 8,895
Social security costs 1,986 1,200
Pension costs 420 312

17,757 10,407
Pension costs comprise the Company’s contributions in respect of the defined contribution scheme.

The average monthly number of employees during the year was made up as follows:

2021 2020
Sales and Trading ’ 38 31
Commission Management 4 4
Total : 42 35

Directors

Remuneration in respect of the Company’s 1 director (also the highest paid) was as follows:

2021 2020
£°000 £000
Aggregate Emoluments 1,896 1,710
Defined Contribution pension scheme 12 12
1,908 1,722

During the year 1 director (2020: 1) was a member of the Company Group Personal Pension Plan.

6. [Expenses and Auditor’s remuneration

2021 2020

£°000 £000
Included in (loss) / profit are the following:
Depreciation expense (note 9) . 96 96
Amortisation expense (note 10) 98 -
Foreign exchange losses / (gains) a7n 306
Operating lease expense — property 267 324
Restructuring / Severance 42 38
Auditor’s remuneration:
Fees payable to the Company’s auditors for the audit of the Company’s annual
financial statements 66 56
Audit-related assurance services 18 17
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Notes to the financial statements
For the year ended 31 December 2021

7. Taxation
(a) Analysis of tax charge in the period

2021 2020
Current tax: £'000 £'600
UK corporation tax charged at 19% (2020: 19%) - - 204
Adjustment in respect of previous periods @) (23)
Total current tax expense ) 181
Deferred Tax:
Adjustment in respect of previous periods - 12
Origination and reversal of timing differences (138) 19
Effect of changes in tax rates (43)
Total deferred tax (benefit)/expense (181) 31
Total tax (benefit)/expense for the year (185) 212
(b) Reconciliation of the tax charge

2021 2020

£060 £000

(Loss)/Profit on ordinary activities before taxation (1,182) 880
Tax on ordinary activities at UK tax rate of 19% (2020: 19%) (225) 167
Expenses not deductible for tax purposes 87 68
Adjustment in respect of previous periods — current tax @ (23)
Effect of changes in tax rates (43) -
Current tax (benefit)/charge for the year (185) 212
The movement on the deferred tax asset and provision is shown below:
Balance at the beginning of the year 7 31
Amount charged/(credited) to the Income Statement for the year 174 (24)
Deferred tax asset balance at the end of the year 181 7
The movement on the deferred tax liability and provision is shown below:
Balance at the beginning of the year 8 -
Amount (charged)/credited to the Income Statement for the year ‘ (8) 8
Deferred tax liability balance at the end of the year ' - 8

It is expected to be more likely than not that future profits will emerge against which the deferred tax asset
will be realised.

On 22 July 2020, the Finance Act 2020 received Royal Assent resulting in the UK corporation tax rate
remaining at 19% from 1 April 2020 onwards instead of being reduced to 17%, the previously enacted rate.
Therefore, the tax rate of 19% has been used to calculate current tax balances for the year ended 31
December 2021.
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For the year ended 31 December 2021

7. Taxation (continued)

Legislation has been introduced to increase the main rate of corporation tax from 19% to 25% effective 1
April 2023, which was substantively enacted on 24 May 2021. This will have a consequential impact on
the Company’s future tax charge. Therefore, any deferred tax has been provided at 25% being the rate
enacted at the balance sheet date.

8. Pension scheme
During the year ended 31 December 2021, the Company operated a defined contribution pension scheme
for the benefit of employees and directors. The Plans’ assets are held independently from those of the
Company under a separately administered plan. The pension cost represents contributions paid by the
Company to the fund on behalf of the employees during 2021 and 2020 and this amounted to £420,427 and
£312,134, respectively. Amounts outstanding as of the year end and payable related to the Plans were nil at
31 December 2021 and 2020.

9. Tangible assets

Leasehold  Furniture and Computer

Improvement Equipment  Equipment Software Total
£'000 £000 £°000 £'000 £000

Cost:
At 1 January 2021 188 2 343 36 569
Additions - - 43 - 43
Disposals - - 1 - 1
At 31 December 2021 188 2 385 36 611
Depreciation:
At 1 January 2021 : 186 - 158 8 352
Charge for the year 2 1 82 11 96
At 31 December 2021 188 1 240 19 448
Net book value: :
At 31 December 2021 - 1 145 17 163
At 31 December 2020 2 2 185 28 217

10. Intangible assets and goodwill

Customer
Relationships and
Trade Name Gooadwill Total

£'000 £°000 £°000
At 1 January and 31
December 2020 i ) )
Transferred from Cowen
Acquisition LLC on 16 3,554 10,241 13,795
December 2021 (note 3)
Amortisation 39 59 98
At 31 December 2021 3,515 10,182 13,697
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Notes to the financial statements
For the year ended 31 December 2021

Intangible assets and goodwill (continued)

The intangible assets consist of customer relationships, trade name and goodwill that were recognised by
the Company in connection with the Portico transfer of business. See note 3 for details. The Company
recognised goodwill of £10,241,000 and intangible assets (including customer relationships and trade name)
with a book value of £3,554,000 which are presented net of amortisation in the statement of financial
position. The Company amortises intangibles on a straight-line basis; goodwill over a useful life of 8 years,
customer relationships over 4 years and trade name over 1 year period. Goodwill and intangible assets
amortisation charges of £98,000 were recognised in profit and loss account as at 31 December 2021.

Debtors
2021 2020
: £000 £000
Amounts due from group undertakings 1,407 739
Prepayments 202 217
Fees receivable - 42
Deferred tax assets (note 7) 181 7
Corporation tax receivable 120 -
Trade debtors 2,295 270
4,205 1,275

Forgivable loans totalling £254,490 less applicable taxes and payroll deductions were granted to one
employee in 2019 of which £63,623 was expensed during 2021 (2020: £63,623). These loans will be
forgiven in equal instalments over a four-year period.

Creditors: amounts falling due within one year

2021 2020

£000 £000

Accruals 6,428 2,718
Deferred tax liability - 8
Finance leases (note 15) 23 44
Obligations related to securities sold short 757 -
' 7,208 2,770

Under the 2010 and 2020 Cowen Inc. Equity Plan, the Company awarded deferred cash to its employees
during the year ended 31 December 2021. These awards vest over a four-year period and accrue interest at
0.7% per year. The Company has plans to make principal payments related to this deferred bonus program
of £38,780 in 2022.

The obligation related to securities sold of £757,000 in 2021 (2020: nil) represents occasional short
positions that arise through the Company’s facilitation trading desk business.

Creditors: amounts falling due after more than one year

2021 2020

£000 £°000

Deferred compensation 66 64
Finance leases (note 15) - 34
66 98

The Company has plans to make principal payments related to the deferred bonus program of £40,985 in
2023 and £25,403 in 2024
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Notes to the financial statements
For the year ended 31 December 2021

Called up share capital

Allotted

called up and

Authorised Sully paid

Number £'000 Number £000
Class A shares of £1 each: 275,000 275 275,000 275
Ordinary shares of £0.50 each: 14,750,000 7,375 14,750,000 7,375
At 31 December 2020 15,025,000 7,650 15,025,000 7,650

Allotted

called up

and fully

Authorised paid

Number £000 Number £°000
Class A shares of £1 each: 275,000 275 275,000 275
Ordinary shares of £0.50 each: 14,750,000 7375 14,750,000 7,375
At 31 December 2021 15,025,000 7,650 15,025,000 7,650

Other Reserves

This reserve records the nominal value of shares repurchased by the Company. The Company received an
equity contribution from Cowen Group, Inc. of £325,112 (2020: £212,698) relating to employee stock
options granted to key managerial personnel of Cowen Execution Services Limited by the parent. This
was accounted for as an equity settled transaction under Section 26 of FRS102. It represents the restricted
shares and options awarded to key employees. Please refer to Note 16 for further details.

Operating and Finance leases

For the year ended 31 December 2021 the Company made payments recognised as an expense for operating
leases totalling £267,000 (2019: £324,000). The Company completed its minimum lease payments under
non -cancellable operating lease in January 2021.

2021 2020
Operating leases which expire: £000 £000
Not later than one year - 1

Later than one year and not later than five years - -

The net canying amount of finance leases for the year ended 31 December 2021 amounted to £23,000
(2020: £78,000). At 31 December 2021 the Company had total future minimum lease payments under non-
cancellable finance leases as follows;

2021 2020
Finance leases which expire: £000 £000
Not later than one year 35 46
Later than one year and not later than five years » - 35
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Notes to the financial statements
For the year ended 31 December 2021

Share based payments

The Company’s employees participate in the Cowen Inc.’s various stock incentive plans (the “Plans™). The
Plans permit the grant of options, restricted shares, restricted stock units and other equity-based awards to
its employees, employees of its subsidiaries and directors. Stock options granted generally vest over two to
five-year periods and expire seven years from the date of grant. Restricted shares and restricted share units
issued generally vest over two to five-year periods. The fair value of restricted stock granted to the
Company’s employees was determined based on the number of shares granted and the quoted price of the
common stock of Cowen Inc. on the date of grant. The compensation cost for the above award that has been
expensed during the year ended 31 December 2021 is £325,112 (2020: £212,698).

The entity is part of a Group share-based payment scheme and it recognises and measures its share-based
payment expense on the basis of a reasonable allocation of the expense recognised for the Group. Since the
award is equity settled by the Group, the corresponding credit is accounted as an ‘Equity contribution from
parent’ as a separate line item in equity. A deferred tax asset of nil (2020: nil) is recognised on the unvested
restricted shares, taking into account projected future profits for the next year. On 5th December 2016, the
Group completed a 1 for 4 reverse stock split. Pursuant to the reverse split common shareholders
automatically receive 1 common share for every 4 common shares owned.

There were no outstanding stock options as at 1 January 2021 and none were issued during the year.

Financial Instruments

2021 2020
Note £'000 £'000
Financial assets measured at amortised cost
Cash 15,651 11,231
Amounts owed by group undertakings 11 1,407 739
Trade receivables 11 2,295 270
Fees Receivable 11 - 42
Total Financial Instruments - Assets 19,353 12,282
Financial liabilities measured at amortised cost
Trade creditors 514 502
Total Financial Instruments - Liabilities 514 502

The accruals balance of £6,428,000 (2020: £2,718,000) in note 12 includes the trade creditors balance of
£514,000 (2020: £502,000) as reported above.
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18.

Notes to the financial statements
For the year ended 31 December 2021

Financial risk management policies and objectives
The Company is exposed through its operations to a number of risks, the most significant of which are
credit, market, operational and liquidity risk.

Each division in the Company has risk functions in place to manage the risk aspects of the business line,
including the activity of that division under the Company. The policy for managing these risks is set by the
Board of Directors, and is as follows:

Credit risk

Credit risk refers to the risk that a client or other counterparty risk will default on its contractual obligations
resulting in financiat loss to the Company. The Company’s exposure to credit risk arises principally from
the exposure to affiliated companies for non-payment of revenues; cash deposited at banks; failure of a
settlement of a counterparty or a financial institution which holds cash and investments attributable to the
Company. The Company’s credit exposure is mitigated by holding cash and investments with banks and
financial institutions assigned high credit ratings and all exposures are closely monitored. The maximum
exposure to credit risk at the end of the reporting year is equal to the balance sheet figure.

It is the policy of the Company to hold cash balances in highly liquid funds with reputable, multi-national
banking institutions to mitigate credit risk. This will provide the Company with immediate access to its own
funds as needed. '

Market risk

The Company maintains its operating capital in interest-bearing cash accounts. The cash balance is subject
to market risk, which is the potential that future changes in the interest rate environment may reduce interest
income.

The Company predominately operates as an agency facilitation broker, trading in Cash Equities (Shares or
Transferable Securities). Since the 1st January 2020 and following authorisation of a Variation of
Permission application by the FCA, the Company’s business has expanded its capabilities to take principal
trading positions. The Company maintains a low risk business strategy, only permitting risk positions on a
limited and highly controlled basis to facilitate client requests. As such, it is rare that the Company will
carry overnight positions.

The Company does, however, have limited exposure to exchange rate fluctuations and therefore FX position
risk. These arise from various sources on balance sheet. Where deemed appropriate, the Company does
have the option to hedge its position risks through the use of derivative contracts.

Liquidity risk

Liquidity risk is the risk that the Company is not able to meet its liabilities as they fall due. The Company’s
capital is invested in liquid assets. Generally, the majority of the Company’s receivables and payables are
with Cowen and other affiliated companies. Liquidity risk is managed by requesting payment in advance
from Cowen for costs incurred on behalf of the affiliated US companies based on an estimate of the
forthcoming month’s expenditure. In this way, the Company is able to maintain its credit and liquidity risk
exposures against Cowen and affiliated companies at a reasonable level.

Operational Risk

Operational risk refers to the risk of direct or indirect loss resulting from inadequate or failed internal
processes, people and systems or from external events. The Company is aware that operational risk can
never be eliminated but seeks to minimise the probability and impact by focusing on an operational risk
management framework and minimising or mitigating this risk through a formal control assessment process
to ensure awareness and adherence to key policies and control procedures.

The Company has a tested business continuity plan in place that it believes will cover critical processes.
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18.

19.

Notes to the financial statements
For the year ended 31 December 2021

Financial risk management policies and objectives (continued)

The Company has established internal policies relating to ethical business conduct, and compliance with
applicable legal and regulatory requirements, as well as training and other procedures designed to ensure
that these policies are followed.

The Company maintains an internal control framework to manage operational risk, along with a set of
comprehensive policies and procedures overseen by senior management. Operational Risk Management
(“ORM”) as a distinct risk discipline incorporates governance and risk management activities comprising
(i) ORM in Cowen uses a proprietary database to assess, monitor and calculate Key Risk Indicators (ii)
business managers who ensure alignment of internal controls with their business risk profiles; and (iii) the
Company’s Audit & Risk Committee (“ARC”) which oversees all aspects of operational risk management
strategy. The ARC and Company’s Board of Directors approves and oversees all outsourcing arrangements
with Group and meets a minimum of four times per year to review risk management systems and discuss
key risk aspects of the business, including disaster recovery and business continuity planning,

Post Balance Sheet events
There are no significant subsequent events that require disclosure in these financial statements.
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Appendix: Financial Conduct Authority Pillar 3

Disclosure
For the year ended 31 December 2021 (unaudited)

Introduction

The Capital Requirements Directives (the “Directives”) of the European Union (“EU”) have established a
regulatory capjtal framework across Europe governing the amount and nature of capital that credit
institutions and investment firms must maintain. In the United Kingdom, the Directives have been
implemented by the Financial Conduct Authority (" FCA”) in its regulations through the General Prudential
Sourcebook (“GENPRU™), the Prudential Sourcebook for Banks, Building Societies and Investment Firms
(“BIPRU”) and the Prudential Sourcebook for Investment Firms (“IFPRU").

CRD Il and CRD 1V are EU legislative packages covering prudential rules for banks, building societies
and investment firms. :

Effective 1 January 2014, CRD IV implemented the Basel 1] agreement in the EU.
The FCA’s framework consists of three ‘Pillars’:

. Pillar 1 sets out the minimum capital amount that meets the Company’s credit, market and operational
risk; :

¢  Pillar 2 requires the Company to assess whether its Pillar 1 capital is adequate to meet its risks; and
Pillar 3 requires disclosure of specified information about the underlying risk management controls
and capital position.

This document is designed to meet the Company’s Pillar 3 obligations in accordance with the Capital
Requirements Regulation (“CRR”). The information within the scope of Pillar 3 is published on an annual
basis. The disclosure requirements are contained in Part Eight of the CRR, in particular articles 431 to 455
and are based on the position as at the Accounting Reference Data (31 December 2020).”

The Company is permitted to omit required disclosures if it believes that the information is immaterial. In
addition, the Company may omit required disclosures where it believes that the information is regarded as
proprietary or confidential. In the Company’s view, proprietary information is that which, if it were shared,
would undermine its competitive position. Information is considered to be confidential where there are
obligations binding the Company to confidentiality with our customers, suppliers and counterparties.

Scope and application of the requirements
The Company is authorised and regulated by the FCA, and as such, is subject to minimum regulatory capital
requirements. The Company is categorised as an IFPRU €730k Full Scope firm by the FCA for capital

purposes.

The Company is a wholly owned subsidiary of Cowen Execution Holdco, LLC. On June Ist, 2017, the
Company, along with its parent company Cowen Execution Holdco LLC (formerly Convergex Group LLC)
(“Parent”) and affiliated entities were acquired by Cowen CV Acquisition LLC, an indirect (wholly owned)
subsidiary of Cowen Inc. (“Cowen™).

The Company conducts activities in two of Cowen’s business lines. A description of these business lines
and their UK regulatory status can be found below:
e The provision of global algorithmic, electronic trading and sales trading execution services to
institutional and wholesale clients.
e The provision of Research Payment Account (“RPA”) administration services under the service
mark of Westminster RPA.

The Company does not hold client money. The Company is not a member of an EEA sub-group and thus is
not required to prepare consolidated reporting for prudential purposes.
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Appendix: Financial Conduct Authority Pillar 3

Disclosure
For the year ended 31 December 2021 (unaudited)

Risk management

Overview

The Company’s Senior Management is committed to maintaining and developing an adequate and
comprehensive risk management process. The Company’s Senior Management is responsible for
identifying risks within the Company. All staff are encouraged to be alert to possible risks and to raise risks
they have identified with their managers.

Organisation and Governance

The Board of the Company is the governing body, directly responsible for the overall management of the
Company and provides leadership of the organisation within a framework of prudent and effective controls
which enables risk to be assessed and managed, including a risk management programme.

The Board meets on a quarterly basis as a minimum, with additional meetings convened as required by the
business. Meetings are documented and the Board has a schedule of regular and standing agenda items
which are regularly reviewed.

The Board of Directors has established an audit and risk committee (the “Audit and Risk Committee” or
“ARC”) with delegated responsibility for audit and risk management functions within the Company, as set
out herein.

The Company is an integral part of Cowen and its strategy, operations, policies and procedures are
appropriately aligned with those of Cowen unless regulation or other factors dictate otherwise. The ARC
reports directly to the Board of Directors, and its primary function is to assist the Board in fulfilling its audit
and risk management responsibilities as defined by applicable law and regulations. The Chairman of the
ARC is also required to ensure its activities are aligned with those of Cowen Inc.’s Audit & Risk Committee,
taking direction and appropriately liaising with the Cowen Audit & Risk Committee where relevant.

The ARC’s role is one of oversight, with the following primary responsibilities:

1. assist and advise the Board on internal control, financial reporting and its risk management
programme;

2. review and assess the integrity and adequacy of the risk management function of the Company
including processes and policies and organizational structures;

3. oversee the activities of Internal Audit and other audit/review functions as it relates to the Company’s
business and operations;

4. review and monitor management responsiveness to the findings of Internal Audit, the external

auditors, other audits/reviews and any regulatory findings;

5. report ARC activities to the Board with appropriate recommendations;

6. annually perform a self-assessment of ARC performance;

7 review and assess the adequacy of these Terms of Reference from time to time and recommend any
proposed changes to the Board for approval; and

8. encourage effective management of risk and supporting positive behaviours and conduct.

Certain tasks within the risk management process have been delegated to various individuals employed by
the Company or employed by Cowen working within, for instance, Finance, Risk and Legal/Compliance.

Risk assessment and controls

The overall risk management programme includes various risk assessments across a number of areas and
activities within the firm and an on-going process considers both existing and new risks. The overall risk
management programme is therefore adequately designed for flexibility, adaptability and responsiveness,
such that risk and status can be evaluated dynamically and mitigated accordingly.
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Appendix: Financial Conduct Authority Pillar 3

Disclosure
For the year ended 31 December 2021 (unaudited)

The controls to mitigate a particular risk are designed to take into account the Company’s appetite or
tolerance for particular risks. Both the control procedures and the allocation of these control procedures are
recorded in the risk assessments. The controls in place may not eliminate a risk entirely but are intended to
reduce it to a level acceptable to the Company.

The assessments are appropriate to the nature, scale and complexity of the Company’s business and are
based on an analysis of the likelihood of an event (whether accidental or deliberate) and its impact on the
Company in terms of its business and the risk of financial loss, regulatory good standing or reputation in
the market.

The key component of the risk assessment is structured around the following fundamental principles:
identifying risks through a formal risk self-assessment process;

assessing probability and impact of identified risk;

assigning responsibility for managing risks through a 1 line of defense;

implementing risk management techniques and controls to mitigate risk;

overseeing the effectiveness of risk management processes and controls through 2™ and 3" lines of
defense;

continually reviewing and updating the above; and
e  documenting the processes and the output.

The Company executes its risk management programme based on various annual (or more frequent)
deliverables, including assessing its business and operational risks and setting forth appropriate actions to
manage them. Among others risks, the Company’s considers the following:

. market risk;

credit risk;

operational risk;

regulatory risk;

business risk.

The potential risks that the Company is currently exposed to have been identified and discussed by the
Company’s Senior Management. Annually or more frequently if required, the risk management process is
reviewed in order determine the efficiency and effectiveness of the risk management process and
procedures. The key activities include:

. ensuring all material risks have been identified and quantified including through a risk self-
assessment process;

. ensuring actions are being carried out properly and are adequate to mitigate any particular risk as
identified by a particular risk assessment; and

. identifying enhancements that can be made to the risk management programme and the risk
assessments.

Where the Company identifies material risks, it considers the financial impact of these risks as part of its
business planning and capital management and determines whether the amount of regulatory capital is
adequate. Any exceptions arising from the above assessments and reviews are reported to the appropriate
senior manager or Senior Management and, where necessary, the Company’s Audit & Risk Committee,
which will oversee the implementation of the necessary remedial actions and/or report to the Company
Board of Directors, as required. Material exceptions are also reported to Cowen Inc.’s Audit and Risk
Committee of Holdings. The Internal Audit function is performed internally by Cowen Inc’s internal audit
department. Management of this department communicates regularly with Cowen Inc.’s ARC.
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Appendix: Financial Conduct Authority Pillar 3

Disclosure
For the year ended 31 December 2021 (unaudited)

Cowen Inc.
Cowen Inc.’s ARC meets quarterly to review, among other things, Cowen’s risk exposures, policies and
risk management activities for all business lines, including the Company.

Cowen’s risk management framework is designed to:

provide that risks are identified, monitored, reported, and valued properly;

define the types and amount of risks to take;

communicate to the appropriate level within Cowen the type and amount of risk taken;

maintain a risk management organisation that is independent of the risk taking activities;
promote a strong risk management culture that encourages a focus on risk-adjusted performance;
ensure that subsidiary risk frameworks are aligned with that of Cowen.

Regulatory capital

The Company is a Private Limited Company and its capital arrangements are established in its
Memorandum and Articles of Association. '

The main features of the Company’s capital position at 31 December 2021 for regulatory purposes are as
follows:

Capital Item £ 000's
Paid Up Capital Instruments 7,650
Other Reserves 125
Audited Retained Earnings* 1,806
Parent Equity Contribution . 17,259
Less Goodwill and Intangible Assets - 13,697
Less Unaudited Loss 961
Tier 1 Capital 12,183
Capital resources requirement 3,081
Surplus over capital requirement 9,102

*this represents the cumulative audited P&L through 31 December 2020. 2021 unaudited P& L does not
count towards Tier 1 Capital calculation.

Under CRD 1V the Company must at all times, satisfy the following own funds requirements
a) Common Equity Tier 1 Capital ratio of 4.5%
b) Tier 1 capital ratio of 6%
c) Total capital ratio of 8%

CRD 1V requires these ratios to be calculated using total exposure values, which are the Pillar 1
requirements.multiplied by 12.5.

As at 31 December 2021, the total capital ratio for the Company was 31.6% and surplus total capital was
£9,101,893.
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Appendix: Financial Conduct Authority Pillar 3

Disclosure
For the year ended 31 December 2021 (unaudited)

Remuneration Code Statement

The Company is authorised and regulated by the Financial Conduct Authority as an IFPRU firm and is
subject to the FCA’s Rules on remuneration. These rules are codified in the FCA’s Remuneration Code
located in the SYSC Sourcebook of the FCA’s Handbook. The Remuneration Code (the “RemCode™) covers
an individual’s total remuneration, including both fixed and variable. The Company incentivises through a
combination of the two. The Company’s policy is designed to ensure that it complies with the RemCode
and that its compensation arrangements:

are consistent with and promote sound and effective risk management;

do not encourage excessive risk taking;

include measures to avoid conflicts of interest; and

are in line with the Company’s business strategy, objectives, values and long-term interests.

o~

Remuneration Policy and Practices

This section describes information about the Company's remuneration policy which is required under the
FCA’s Remuneration Code as it applies to the Company. The Company qualifies as a Proportionality Level
3 Company under the Remuneration Code. It is required to disclose certain quantitative and qualitative
remuneration items.

Due to its size of operations in the UK, the Company has not established a formal Remuneration Committee
but it has established a Compensation Committee to advise the Board. Recommendations about the
remuneration arrangements applicable to the Company are made by the Compensation Committee and
approved by the Company’s Board. The aggregate bonus pool is recommended by the Compensation
Committee of Cowen, reviewed by the Company’s Compensation Committee and approved by the Board
of Directors. Individual bonus decisions about the UK employees are made by the CEO of the Company.

In the event that concerns are raised about the behaviour of any employees of the Company or the risk of
the business undertaken, the Company’s Head of Compliance provides input to the process from a
compliance perspective, including the CEO taking appropriate soundings from the Company’s Head of
Compliance. The Compliance Officer also has a role from a regulatory perspective of ensuring that the Code
Staff list is appropriate and that the Company's remuneration policy complies with the RemCode.

Implementation of the Company’s remuneration policy is reviewed annually by the Compensation
Committee and Board of Directors of the Company.

Information on the link between pay and performance

The Company ensures that its remuneration policy is in line with its business strategy, objectives, values
and long-term interests by ensuring that remuneration and bonus awards reward effective financial
performance but also the successful achievement in relation the Company’s conduct risk and culture.
Remuneration is reviewed regularly in order to ensure that remuneration is competitive, taking account of
the size of the organisation and its activities. This is partly aimed at ensuring that the Company can attract
and retain adequate talent. This is in line with the Company’s long-term interests.

The annual cash bonus plan applies to most employees of Cowen and it is a key component of Cowen's
compensation strategy. The purpose of this scheme is to reward employees for achieving Cowen's annual
performance goals and for their individual performance, subject to the overriding requirement to maintain
predetermined capital and liquidity surpluses in the Company. It is also intended to encourage the successful
performance of Cowen and the Company by incentivising employees.

Bonus payments are discretionary and determined based on a number of factors, including revenues and
EBITDA of Cowen, and individual performance. Individual performance is assessed according to (i)
success in meeting certain financial goals or objectives; (ii) success in meeting certain non-financial
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Appendix: Financial Conduct Authority Pillar 3

Disclosure
For the year ended 31 December 2021 (unaudited)

objectives and (iii) complying with the policies and procedures of the Company. Deferral of a portion of
bonus payments, for a period of 27 months, is used by the Company as a tool to support risk management
objectives and practices.

In addition, the Company has implemented a Sales Payout Scheme that is consistent with one of Cowen’s
key strategic goals: to increase the breadth and number of the Company’s revenue generating client
relationships. At the date of this document, the scheme is only open to Sales Traders, whose role is to
develop and maintain high-touch relationships with buy-side clients.

Aggregate Quantitative information on remuneration, broken down by Senior Management and
members of staff whose actions can have a material impact on the risk profile of the Company

Category Senior Management

Total Remuneration £2,299,343 inclusive of bonuses awarded for
2021

Number of staff 2

*These disclosures are made on a cash-basis.
Other disclosures
The approach of the business to assessing the adequacy of its internal capital to support current and future

activities is contained in the Company’s ICAAP document. This process includes an assessment of the
specific risks to the Company’s business and the internal controls in place to mitigate those risks
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