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Hudson River Trading Europe Ltd.

Strategic report
for the year ended 31 December 2016

The directors present their strategic report for Hudson River Trading Europe Ltd. (‘HRTE” or “the company”) for the year
ended 31 December 2016.

Business review
The resuits for the year and financial position at the year end were considered satisfactory by the company’s directors.

On 1 January 2016, the company began trading securities and derivatives in European markets utilizing a proprietary
trading platform. During 2016, the company issued 1,655,190 (2015: nil) ordinary shares to Hudson River Trading LLC
(“HRT") and 33,779 (2015: nil) ordinary shares to an affiliate.

Principal activity
The company’s principal activity is trading securities and derivatives in European markets utilizing a proprietary trading
platform. The company is regulated by the Financial Conduct Authority (“FCA”").

Future developments
The directors expect positive development of business going forward.

Principal risks and uncertainties
The principal risks and uncertainties faced by the company relate to financial risk management and are as follows:

Credit risk
Credit risk is the risk of financial loss due to the failure of a counterparty to perform according to the terms of a contract.
The company’s credit risk arises mainly from cash held in bank deposit accounts and cash held at its clearing firms.

Margin risk
Margin risk occurs because the company may borrow funds in order to increase the amount of capital available for
investing or trading purposes.

Market risk
Market risk is the risk of loss resulting from adverse changes in market rates, such as interest rates and foreign currency
exchange rates, and prices, such as stock prices and future prices.

Concentration
The company is dependent on its current brokers to clear its trades and the replacement of services provided by these
brokers could affect the normal operations of the company.

Foreign currency risk
The company’'s normal business activities often occur in various currencies outside the company’s functional currency,
which creates exposure to fluctuations in foreign currency rates.

Liquidity Risk

Liquidity risk is the risk that the company will not be able to meet its obligations as they fall due.

Capital management

The company is authorised by the FCA and as such must continuously maintain adequate financial resources, as defined

by the FCA. In order to ensure that the company meets these requirements, calculations and reporting of available
financial resources is performed intra-day using the ‘company’s monitoring system.
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Hudson River Trading Europe Ltd.

Strategic report
for the year ended 31 December 2016

Capital management (continued)

The company has a compliance oversight function which monitors this reporting: The level of capital is reviewed on a
regular basis and, during the year, capital was increased by the issuance of 1,688,969 ordinary shares. The shares were
issued at £1.21 per share.

During the year, the company has complied with its FCA financial resources requirements. At the year end, the company’s
financial resources totalled £40,096,333 (2015: £33,319,362).

Key performance indicators (“KPIs”)

The KPIs used by the directors to aid their management of the company include cost management and cash flow
forecasts. However, given the nature of the business, the directors are of the opinion that inclusion of analysis using KPis
is not necessary for users of the financial statements to understand the development, performance or position of the
business.

This geport was appsoved by the board on 21 April 2017 and signed on its behalf.

J Carroll
Director
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Hudson River Trading Europe Ltd.

Directors’ report
for the year ended 31 December 2016

The directors present their report and the audited financial statements of the company for the year ended 31 December
2016.

Company registration
The company is registered in Engl.énd as company number 06796079.

Results and dividends
The company’s profit before tax for the financial year is £8,641,600 (2015: £2,408,602). During the year, the directors
recommended and paid dividends of £1,681,000 (2015: £nil).

Directors
The directors of the company who were in office during the year and up to the date of signing the financial statements

were:

J Carroll

DL Olson (resigned 23 August 2016)
A Nunes

| Jack (appointed 23 August 2016)

Directors’ responsibilities statement
The directors are responsible for preparing the Strategic and Directors’ Reports 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, the directors
have prepared the financial statements in accordance with International Financial Reporting Standards (“IFRS") as
adopted by the European Union (“EU”) and applicable law. 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:

* select suitable accounting policies and then apply them consistently;
e make judgements and accounting estimates that are reasonable and prudent;

o state whether applicable accounting standards have been followed, subject to any material departures disclosed
and explained in the financial statements; and

o prepare the financial statements on the going concern 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 ensure that the financial statements comply with the Companies Act 2006. They are also responsible for
safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection of fraud
and other irregularities.
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Hudson River Trading Europe Ltd.

Directors’ report
for the year ended 31 December 2016

Pillar 3 Disclosures
The disclosures to comply with Pillar 3 of the FCA Capital Requirements Directive are publicly available at our registered
office at 10™ Floor, Tower 42, 25 Old Broad Street, London, EC2N 1HQ.

Strategic report

The company has chosen in accordance with s.414C(11) Companies Act 2006 to set out in the company's strategic report
information required by Schedule 7 of the Large and Medium-sized Companies and Groups (Accounts and Reports)
Regulations 2008 to be contained in the directors’ report. It has done so in respect of discussion of future developments.

Statement of disclosure of information to auditors
Each of the directors confirm that:

« so far as the director is aware, there is no relevant audit information of which the company’s auditors are
unaware; and

« the director has taken all steps that he ought to have taken as a director in order to make himself aware of any
relevant audit information and to establish that the company’s auditors are aware of that information.

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

The auditors, Ernst & Young LLP, have indicated their willingness to continue in office and a resolution concerning their
reappointment will be proposed at the Annual General Meeting.

on behalf of the,bogfd:

Director

Approved by the board on: 21 April 2017
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Independent auditors’ report to the members of Hudson River Trading Europe Ltd.
for the year ended 31 December 2016

We have audited the financial statements of Hudson River Trading Europe Ltd. (“the company”) for the year ended 31
December 2016 which comprise the Statement of comprehensive income, Statement of financial position, Statement of
changes in equity, Statement of cash flows and the related notes 1 to 21. The financial reporting framework that has been
applied in their preparation is applicable law and IFRS as adopted by the EU.

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 auditors’ 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.

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ responsibilities statement set out on page 3, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view. Our responsibility is to
audit and express an opinion on the financial statements in accordance with applicable law and International Standards on
Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices Board's Ethical Standards for
Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or error.
This includes an assessment of: whether the accounting policies are appropriate to the company’s circumstances and
have been consistently applied and adequately disclosed; the reasonableness of significant accounting estimates made by
the directors; and the overall presentation of the financial statements. In addition, we read all the financial and non-
financial information in the Report and Financial Statements to identify material inconsistencies with the audited financial
statements and to identify any information that is apparently materially incorrect based on, or materially inconsistent with,
the knowledge acquired by us in the course of performing the audit. If we become aware of any apparent material
misstatements or inconsistencies, we consider the implications for our report.

Opinion on financial statements
In our opinion, the financial statements:
e give a true and fair view of the state of the company’s affairs as at 31 December 2016 and of its profit for the year
then ended;
¢ have been properly prepared in accordance with IFRS as adopted by the EU; and
¢ have been prepared in accordance with the requirements of the Companies Act 2006.

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Strategic report and the Directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements.
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Independent auditors’ report to the members of Hudson River Trading Europe Ltd.
for the year ended 31 December 2016

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you if,

in our opinion:
e adequate accounting records have not been kept by the company, or returns adequate for our audit have not
been received from branches not visited by us; or
« the financiat 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
¢ we have not received all the information and explanations we require for our audit.

PProborecpat’

Poppy Proborespati (Senior Statutory Auditor)
for and on behalf of Ernst & Young LLP
Statutory Auditor

London

Date: )-q‘A-P'-n 201?"
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Hudson River Trading Europe Ltd.

Statement of comprehensive income
for the year ended 31 December 2016

Income

Trading income, net
Revenue

Finance income

Other operating income
Total income

Expenses

Brokerage, exchange and clearance fees
Administrative expenses

Total expenses

Profit before tax

Income tax expense

Profit for the financial year

Other comprehensive income

Exchange differences on translation of foreign operations

Total comprehensive income for the year, net of income tax

Notes

Restated

2016 2015

£ £
128,458,864 —
—_ 14,482,450

24,293 6,607
7,351,490 978,163
135,834,647 15,467,220
(48,665,315) —_
(78,527,732) (13,058,618)
(127,193,047) (13,058,618)
8,641,600 2,408,602
(1,761,180) (852,654)
6,880,420 1,555,948
32,094 2,051
6,912,514 1,557,999

The notes on pages 11 to 29 form an integral part of the financial statements.
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Hudson River Trading Europe Ltd.

Statement of financial position
for the year ended 31 December 2016

Restated
2016 2015
Notes £ £
ASSETS
Non-current assets
Property, plant and equipment 10 1,902,704 30,069
Other receivables 1 92,275 92,275
Deferred tax assets 9 21,290 —
Total non-current assets 2,016,269 122,344
Current assets
Trade and other receivables 12 2,127,565 4,093,858
Financial assets at fair value through profit or loss 13 20,904,493 14,244,900
Cash and bank balances 14 31,450,599 26,661,905
Total current assets 54,482,657 45,000,663
Total assets 56,498,926 45,123,007
EQUITY AND LIABILITIES
Capital and reserves
Issued capital 15 29,224,640 27,535,671
Share premium A 15 373,659 18,901
Translation reserve 25123 (6,971)
Retained earnings 10,472,911 5,273,491
Total capital and reserves 40,096,333 32,821,092
Non-current liabilities
Deferred tax liabilities 9 752,893 9,017
Other financial liabilities 16 1,049,519 1,232,301
Total non-current liabilities 1,802,412 1,241,318
Current liabilities
Trade and other payables 17 11,596,192 10,545,629
Current tax liabilities 841,728 497,374
Financial liabilities at fair value through profit or loss 13 2,162,261 17,594
Total current liabilities 14,600,181 11,060,597
Total liabilities 16,402,593 12,301,915
Total equity and liabilities 56,498,926 45,123,007

Approyed and authorised,by the Board of Directors at a meeting on 21 April 2017 and signed on its behalf by:

The notes on pages 11 to 29 form an integral part of the financial statements.
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Hudson River Trading Europe Ltd.

Statement of changes in equity
for the year ended 31 December 2016

Share Share  Translation Retained
capital premium reserve earnings Total
£ £ £ £ £
Balance at 1 January 2015 27,535,671 18,901 (9,022) 3,717,543 31,263,093
Restated Profit for the financial year — —_ — 1,555,948 1,555,948
Translation differences — — 2,051 - 2,051
Restated Balance at 31 December 2015 27,535,671 18,901 (6,971) 5,273,491 32,821,092
Profit for the financial year — — — 6,880,420 6,880,420
Dividends paid — — — (1,681,000) (1,681,000)
Translation differences —_ —_ 32,094 —_ 32,094
Issue of share capital 1,688,969 354,758 —_ —_ 2,043,727
Balance at 31 December 2016 29,224,640 373,659 25,123 10,472,911 40,096,333

The notes on pages 11 to 29 form an integral part of the financial statements.
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Hudson River Trading Europe Ltd.

Statement of cash flows
for the year ended 31 December 2016

Operating activities
Profit before tax
Non-cash adjustments to reconcile profit before tax to net cash flows:
Depreciation
Loss on disposals of property, plant and equipment
Finance income
Working capital adjustments:
Increase in other receivables
Decrease in trade and other receivables
Increase in financial assets at fair value through profit or loss
(Decrease)/increase in other financial liabilities
Increase in trade and other payables
Increase/(decrease) in financial liabilities at fair value through profit
or loss
Net cash from operating activities
Interest received
Income taxes paid
Net cash from operating activities

Investing activities

Payments for property, plant and equipment
Proceeds from sale of property, plant and equipment
Net cash used in investing activities

Financing activities

Proceeds from issue of share capital
Management of liquid resources
Dividends paid

Net cash from/(used in) financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at 1 January

Net foreign exchange difference

Cash and cash equivalents at 31 December

Restated

2016 2015

£ £
8,641,600 2,408,602
922,568 17,550
16,618 —
{24,293) (6,607)
— (92,275)
1,240,039 999,550
(6,659,593) (143,216)
(182,782) 444,149
1,050,563 3,476,390
2,144,667 (60,187)
7,149,387 7,043,956
24,293 6,607
(720,825) (291,101)
6,452,855 6,759,462
(2,673,733) —
(2,673,733) —
2,043,727 —
726,254 (536,718)
(1,681,000) —
1,088,981 (536,718)
4,868,103 6,222,744
26,661,905 20,438,645
(79,409) 516
31,450,599 26,661,905

The notes on pages 11 to 29 form an integral part of the financial statements.
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Hudson River Trading Europe Ltd.

Notes to the financial statements
for the year ended 31 December 2016

1 Corporate information
Hudson River Trading Europe Ltd. is a private limited company incorporated in the United Kingdom. its parent
and ultimate holding company is Hudson River Trading LLC. The address of its registered office and principal
place of business are disclosed in the introduction to the annual report. The principal activities of the company are
described in note 5.

2 Basis of preparation
The financial statements of the company have been prepared in accordance with IFRS as adopted by the EU.

The financial statements have been prepared on the historical cost basis except for certain properties and
financial instruments that are measured at revalued amounts or fair values at the end of each reporting period.

The financial statements for the year ended 31 December 2015 were restated to record a deferred tax liability
arising from the company’s portfolio of investment securities. The impact of the restatement for the year ended
2015 was an increase in Deferred tax liability by £498,270 and an increase in Income tax expense by £498,270.
The net effect of this restatement reduced Total capital and reserves by £498,270 for the year ended 2015.

The principal accounting policies are set out below.
3 Significant accounting policies

3.1 Cash and bank balances

Cash and bank balances includes cash in hand, deposits held at call with banks and clearing brokers and other
short-term investments in an active market with original maturities of three months or less and bank overdrafts.
Bank overdrafts are shown in current liabilities in the statement of financial position.

3.2 Fair value measurements
" Historical cost is generally based on the fair value of the consideration given in exchange for goods and services.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date; regardless of whether that price is directly observable or
estimated using another valuation technique. In estimating the fair value of an asset or liability, the company takes
into account the characteristics of the asset or liability if market participants would take those characteristics into
account when pricing the asset or liability at the measurement date.

Fair value for measurement and/or disclosure purposes in these financial statements is determined on such a
basis, except for leasing transactions that are within the scope of IAS 17, and measurements that have some
similarities to fair value but are not fair value, such as value in use in IAS 36.

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2 or 3 based
on the degree to which the inputs to the fair value measurements are observable and the significance of the
inputs to the fair value measurements in its entirety, which are described as follows:

+ Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity
can access at the measurement date;

* Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the asset or
liability, either directly or indirectly; and

» Level 3 inputs are unobservable inputs for the asset or liability.
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Hudson River Trading Europe Ltd.

Notes to the financial statements
for the year ended 31 December 2016

3 Significant accounting policies (continued)

3.3 Financial assets and financial liabilities
Financial assets and financial liabilities are recognised when the company becomes a party to the contractual
provisions of the instruments.

Financiai assets and financial liabilities are initially measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and financial liabilities (other than financial assets and
financial liabilities at fair value through profit or loss) are added to or deducted from the fair value of the financial
assets or financial liabilities, as appropriate, on initial recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at fair value through profit or loss are recognised immediately
in profit or loss.

3.3.1 Financial assets

Financial assets are classified into the following specified categories: financia! assets ‘at fair value through profit
or toss' (“FVTPL"), 'held-to-maturity’ investments, ‘available-for-sale’ financial assets and ‘loans and receivables’.
The classification depends on the nature and purpose of the financial assets and is determined at the time of
initial recognition. All regular way purchases or sales of financial assets are recognised and derecognised on a
trade date basis. Regular way purchases or sales are purchases or sales of financial assets that require delivery
of assets within the time frame established by regulation or convention in the marketplace.

3.3.2 Effective interest method

The effective interest method is a method of calculating the amortised cost of a debt instrument and of allocating
interest income over the relevant period. The effective rate is the rate that exactly discounts estimated future cash
receipts (including all fees and points paid or received that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts) through the expected life of debt instrument, or, where
appropriate, a shorter period, to the net carrying amount on initial recognition.

Income is recognised on an effective interest basis for debt instruments other than those financial assets
classified as at FVTPL.
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Hudson River Trading Europe Ltd.

Notes to the financial statements
for the year ended 31 December 2016

3 Significant accounting policies (continued)

3.3.3 Financial assets at fair value through profit or loss
Financial assets are classified as at FVTPL when the financial asset is either held for trading or it is designated as
at FVTPL.

A financial asset is classified as held for trading if:

« it has been acquired principally for the purpose of selling it in the near term; or

< on initial recognition it is part of a portfolio of identified financial instruments that the company manages
together and has a recent actual pattern of short-term profit-taking; or ’

» itis a derivative that is not designated and effective as a hedging instrument.

A financial asset other than a financial asset held for trading may be designated as at FVTPL upon initial
recognition if:

» such designation eliminates or significantly reduces a measurement or recognition inconsistency that would
otherwise arise; or

« the financial asset forms part of a group of financial assets or financial liabilities or both, which is managed
and its performance is evaluated on a fair value basis, in accordance with the company’'s documented risk
management or investment strategy, and information about the grouping is provided internally on that basis; or

- it forms part of a contract containing one or more embedded derivatives, and IAS 39 permits the entire
combined contract to be designated as at FVTPL.

Financiatl assets at FVTPL are stated at fair value, with any gains or losses arising on remeasurement recognised
in profit or loss. The net gain or loss related to the company’s portfolio of investment securities recognised in profit
or loss incorporates any dividend or interest earned on the financial asset and is included in the ‘Other operating
income’ line item. The net gain or loss related to the company'’s proprietary trading platform recognised in profit or
loss incorporates any dividend on the financial asset and is included in the ‘Trading income, net’ line item.
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Hudson River Trading Europe Ltd.

Notes to the financial statements
for the year ended 31 December 2016

3 Significant accounting policies (continued)

3.3.4 Trade and other receivables

Trade and other receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. Loans and receivables including trade and other receivables are measured at
amortised cost using the effective interest method, less any impairment.

Interest income is recognised by applying the effective interest rate, except for short-term receivables when the
effect of discounting is immaterial.

For certain categories of financial assets, such as trade receivables, assets are assessed for impairment on a
collective basis even if they were assessed not to be impaired individually. Objective evidence of impairment for a
portfolio of receivables could include the company’s past experience of collecting payments, an increase in the
number of delayed payments in the portfolio past the average credit period of 80 days, as well as observable
changes in national or local economic conditions that correlate with default on receivables. ’

For financial assets carried at amortised cost, the amount of the impairment loss recognised is the difference
between the asset’s carrying amount and the present value of estimated future cash flows, discounted at the
financial asset’s original effective interest rate.

3.3.5 Financial liabilities
Financial liabilities are classified as either financial liabilities ‘at FVTPL' or ‘other financial liabilities’.

i. Financial liabilities at FVTPL
Financial liabilities are classified as at FVTPL when the financial liability is either held for trading or it is
designated as at FVTPL.

A financial liability is classified as held for trading if:

« it has been incurred principally for the purpose of repurchasing it in the near term; or

» on initial recognition it is part of a portfolio of identified financial instruments that the company manages
together and has a recent actual pattern of short-term profit-taking; or

+ itis a derivative that is not designated and effective as a hedging instrument.

A financial liability other than a financial liability held for trading may be designated as at FVTPL upon initial
recognition if:

» such designation eliminates or significantly reduces a measurement or recognition inconsistency that would
otherwise arise; or

+ the financial liability forms part of a group of financial assets or financial liabilities or both, which is managed
and its performance is evaluated on a fair value basis, in accordance with the company’s documented risk
management or investment strategy, and information about the grouping is provided on that basis; or

« it forms part of a contract containing one or more embedded derivatives, and IAS 39 permits the entire
combined contract to be designated as at FVTPL.
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Hudson River Trading Europe Ltd.

Notes to the financial statements
for the year ended 31 December 2016

3 Significant accounting policies (continued)

3.3.5 Financial liabilities (continued)

Financial liabilities at FVTPL are stated at fair value, with any gains or losses arising on remeasurement
recognised in profit or loss. The net gain or loss recognised in profit or loss incorporates any interest paid on the
financial liability and is included in the ‘Other operating income’ line item.

ii. Other financial liabilities
Other financial liabilities (including borrowings and trade and other payables) are subsequently measured at
amortised cost using the effective interest method.

iii. Derecognition of financial liabilities

The company derecognises financial liabilities when, and only when, the company’s obligations are discharged,
cancelled or they expire. The difference between the carrying amount of the financial liability derecognised and
the consideration paid and payable is recognised in profit or loss.

3.3.6 Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is presented in the statement of financial
position, when and only when, there is a currently enforceable legal right to set-off the recognised amounts and
there is an intention to settle on a net basis, or to realise the assets and settle the liabilities simultaneously.

3.4 Revenue recognition
Trading income, net represents the profit and loss derived from trading activities utilizing a proprietary trading
platform. Transactions in financial instruments are recorded at trade date.

Revenue represents fee income derived from trade facilitation and operational support services to the company's
affiliates. This is recognized on an accrual basis.

3.5 Cash held as collateral
Cash held as collateral includes deposits with the company’s clearing firms and has been classified within trade
and other receivables.

3.6 Accrued expenses
Accrued expenses are recognised initially at fair value and subsequently stated at amortised cost using the
effective interest method.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs that
are an integral part of the effective interest method.

3.7 Other operating income

As of 1 January 2016, “Other operating income” represents exchange differences arising on the settlement of
monetary items or on translating monetary items at rates different to those at which they are translated on initial
recognition during the period or previous periods, income from the company’s portfolio of investment securities,
and other income derived from operational support services to an affiliate of the company.

Page 15



Hudson River Trading Europe Ltd.

Notes to the financial statements
for the year ended 31 December 2016

3 Significant accounting policies (continued)

3.8 Finance income
Finance income represents interest earned from cash held at banks and prime brokerage accounts and is
recorded on an accruals basis.

3.9 Brokerage, exchange and clearance fees

Brokerage, exchange and clearance fees represent commissions, execution, clearance and other transaction
related expenses include fees charged by third-party clearing brokers, transactional fees charged by exchanges,
regulatory fees and other transactional based costs incurred in the normal course of business. Such expenses are
recorded on a trade-date basis.

3.10 Income taxes
Income tax expense represents the sum of the tax currently payable and deferred tax.

3.10.1 Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from ‘profit before tax’ as
reported in the statement of comprehensive income because of items of income or expense that are taxable or
deductible in other years and items that are never taxable or deductible. The company’s current tax is calculated
using tax rates that have been enacted or substantively enacted by the end of the reporting period.

3.10.2 Deferred tax

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities in the
financial statements and the corresponding tax bases used in the computation of taxable profit. Deferred tax
liabilities are generally recognised for all taxable temporary differences. Deferred tax assets are generally
recognised for all deductible temporary differences to the extent that it is probable that taxable profits will be
available against which those deductible temporary differences can be utilised. Such deferred tax assets and
liabilities are not recognised if the temporary difference arises from the initial recognition (other than in a business
combination) of assets and liabilities in a transaction that affects neither the taxable profit nor the accounting
profit. In addition, deferred tax liabilities are not recognised if the temporary difference arises from the initial
recognition of goodwill. ‘

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off current tax
assets against current tax liabilities and the deferred taxes relate to the same taxable entity and the same taxation
authority.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to
be recovered.

Deferred tax liabilities and assets are measured at the tax rates that are expected to apply in the period in which
the liability is settled or the asset realised, based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the

manner in which the company expects, at the end of the reporting period, to recover or settle the carrying amount
of its assets and liabilities.
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Hudson River Trading Europe Ltd.

Notes to the financial statements
for the year ended 31 December 2016

3 Significant accounting policies (continued)
3.11 Tangible non-current assets

3.11.1 Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment
losses.

Depreciation is recognised so as to write off the cost or valuation of assets (other than freehold land and

properties under construction) less their residual values over their useful lives, using the straight-line method. The
estimated useful lives, residual values and depreciation method are reviewed at the end of each reporting period,
with the effect of any changes in estimate accounted for on a prospective basis. ‘

The following useful lives are used in calculation of depreciation

. Leasehold improvements over the period of the lease
. Furniture 25% per annum
. Equipment
- Office and warehouse equipment 33.33% per annum
- Computer hardware and monitors 25% per annum
- Network equipment
Acquired before 1 July 2016 14.29% per annum
Acquired from 1 July 2016 20% per annum

An item of property, plant or equipment is derecognised upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any gain or loss arising on the disposal or retirement of an
item of property, plant and equipment is determined as the difference between the sales proceeds and the
carrying amount of the asset and is recognised in profit or loss.

3.11.2 Impairment of tangible assets

At the end of each reporting period, the company reviews the carrying amount of its tangible assets to determine
whether there is any indication that those assets have suffered an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if any).
When it is not possible to estimate the recoverable amount of an individual asset, the company estimates the
recoverable amount of the cash-generating unit to which the asset belongs. When a reasonable and consistent
basis of allocation can be identified, corporate assets are also allocated to individual cash-generating units, or
otherwise they are allocated to the smallest group of cash-generating units for which a reasonable and consistent
allocation basis can be identified.

Recoverable amount is the higher of fair value less costs of disposal and value in use. In assessing value in use,
the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risk specific to the asset for which the estimates
of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount,
the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An impairment
loss is recognised immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which
case the impairment loss is treated as a revaluation decrease.
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3 Significant accounting policies (continued)

3.11.2 Impairment of tangible assets (continued)

When an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss been recognised for the
asset (or cash-generating unit) in prior years. A reversal of an impairment loss is recognised immediately in profit
or loss, unless the relevant asset is carried at a revalued amount, in which case the reversal of the impairment
loss is treated as a revaluation increase.

3.12 Foreign currency exchange

Transactions in currencies other than the entity’s functional currency (“foreign currencies”) are recognised at the
rates of exchange prevailing at the dates of the transactions. At the end of each reporting period, monetary items
carried at fair value that are denominated in foreign currencies are retranslated at the rates prevailing at the date
when the fair value was determined. Non-monetary items that are measured in terms of historical cost in a foreign
currency are not retranslated. :

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

» exchange differences on monetary items receivable from or payable to a foreign operation for which
settlement is neither planned nor likely to occur (therefore forming part of the net investment in the foreign
operation), which are recognised initially in other comprehensive income and reclassified from equity to profit
or loss on repayment of the monetary items.

3.13 Foreign branches

The assets and liabilities of the foreign branches of Hudson River Trading Europe Ltd. are translated into British
Pound Sterling using exchange rates prevailing at the end of each reporting period. Income and expense items
are translated at the rates applicable at the end of each month in which the transaction occurred. Exchange
differences, if any, are recognised in other comprehensive income and accumulated in the translation reserve.
Once the disposal of a foreign operation occurs, all of the exchange differences accumulated in the translation
reserve in respect of that operation are reclassified to profit or loss.

3.14 Provisions

Provisions are recognised when the company has a present obligation (legal or constructive) as a result of a past
event, it is probable that the company will be required to settle the obligation, and a reliable estimate can be made
of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at the end of the reporting period, taking into account the risks and uncertainties surrounding the
obligation. When a provision is measured using the cash flows estimated to settle the present obligation, its
carrying amount is the present value of those cash flows (when the effect of the time value of money is material).

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third

party, a receivable is recognised as an asset if it is virtually certain that reimbursement will be received and the
amount of the receivable can be measured reliably.
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3 Significant accounting policies (continued)

3.15 Pension costs and other post retirement benefits
HRTE makes payments into a group personal pension plan, operating as a defined contribution pen:
Obligations for contributions to defined contribution pension plans are recognized on an accrual basis.

n scheme.

3.16 Leases

Operating lease payments are recognised as an expense on a straight-line basis over the lease term, except
where another systematic basis is more representative of the time pattern in which economic benefits from the
leased asset are consumed. Contingent rentals arising under operating leases are recognised as an expense in
the period in which they are incurred.

In the event that lease incentives are received to enter into operating leases, such incentives are recognised as a
liability. The aggregate benefit of incentives is recognised as a reduction of rental expense on a straight-line
basis, except where another systematic basis is more representative of the time pattern in which economic
benefits from the leased asset are consumed.

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

3.18 Adoption of new and revised standards
a) New and amended standards adopted by the company:

There are no standards, interpretations or amendments to existing standards that are effective for the first
time for the financial year beginning 1 January 2016 that have had a mate: mpact on the company.

b) New standards, amendments and interpretations issued but not effective for the financial period beginning 1
January 2016 and not early adopted:

IFRS 9 Financial instruments addresses the classification, measurement and recognition of financial assets
and financial liabilities. IFRS 9 was issued in November 2009 and October 2010. It replaces the parts of IAS
39 that relate to the classification and measurement of financi struments. IFRS 9 requires financial assets
to be classified into two measurement categories: those measured as at fair value and those measured at
amortised cost. The determination is made at initial recognition. The classification depends on the entity's
business model for managing its financial instruments and the contractual cash flow characteristics of the
instrument. For financial liabilities, the standard retains most of the IAS 39 requirements. The main change is
that, in cases where the fair value option is taken for financial es, the part of a fair value change due to
an entity's own credit risk is recorded in other comprehensive income rather than the income statement,
unless this creates an accounting mismatch. The company has yet to assess IFRS 9's full impact and intends
to adopt IFRS 9 no later than the accounting period beginning on or after 1 January 2018.
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3 Significant accounting policies (continued)

3.18 Adoption of new and revised standards (continued)

IFRS 15 Revenue from Contracts with Customers replaces all existing revenue requirements in IFRS,
including, but not limited to IAS 18. IFRS 15 was issued in September 2015. IFRS 15 outlines the principles
an entity must apply to measure and recognise revenue, with the core principle being that an entity will
recognise revenue at an amount that reflects the consideration to which the entity expects to be entitled in
exchange for transferring goods or services to a customer. IFRS 15 is more prescriptive than current IFRS
and provides more application guidance. The company has yet to assess IFRS 15's full impact and intends to
adopt IFRS 15 no later than the accounting period beginning on or after 1 January 2018.

There are no other IFRS or IFRS Interpretations Committee interpretations that are not yet effective that
would be expected to have a material impact on the company.

4 Critical judgements in applying accounting policies
The following are the critical judgements, apart from those involving estimations (see note 4.1.1 below), that the
directors have made in the process of applying the company’s accounting policies and that have the most
significant effect on the amounts recognised in the financial statements.

4.1 Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and other key sources of estimation uncertainty at
the end of the reporting period that may have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year.

4.1.1 Fair value measurements and valuation processes

When the fair value of financial assets and financial liabilities recorded in the statement of financial position
cannot be derived from active markets, their fair value is determined using valuation techniques including the
discounted cash flow model. The inputs to these models are taken from observable markets where possible, but
where this is not feasible, a degree of judgement is required in establishing fair values. The judgements include
considerations of inputs such as liquidity risk, credit risk and volatility. Changes in assumptions about these
factors could affect the reported fair value of financial instruments. See note 13 for further discussion.

5 Trading income, net and Revenue
In 2015 the company only provided trade facilitation and operational support services. In 2016, the company
began trading securities and derivatives in European markets utilizing a proprietary trading platform.

6 Other operating income
Restated
2016 2015
£ £
Other income 134,395 —_
Net gain on securities 4,532,000 527,875
Dividends 243,440 213,417
Foreign exchange gains 2,441,655 236,871
7,351,490 978,163
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7 Profit before tax
Profit before tax is stated after charging:

Notes

Included in administrative expenses:

Auditors’ remuneration

- Audit services

- Audit-related assurance services

- Taxation compliance services

- Taxation advisory services

Depreciation 9
Loss on disposal of property, plant and equipment

Minimum lease payments recognised as an operating lease

expense

8 Employee benefits expense

Included in administrative expenses:
Wages and salaries

Social security costs

Pension costs

Restated
2016 2015
£ £
68,695 44,343
10,600 7,500
6,752 10,775
12,000 —
922,568 17,550
16,618 —
4,891,175 4,235,162
Restated
2016 2015
£ £
4,960,855 4,574,404
683,517 631,575
6,968 —
5,651,340 5,205,979°

The above staff costs pertain to an average of 12 employees during the year (2015 — 11). The directors’
aggregate remuneration in respect to qualifying services performed while appointed as director (salary and
benefits) was £898,955 (2015 - £792,709), of which £10,000 was borne by an affiliate. Directors’ aggregate
remuneration in respect of qualifying services while appointed as director include £734,247 (2015 - £782,709)

paid in respect of the highest paid director.

9 Income taxes
(a) Taxation

Current income tax:

United Kingdom corporation tax based on the results for the year as adjusted
for taxation purposes at 20% (2015 - 20.25%) ’
Adjustments in respect of previous periods

Foreign tax

Total current income tax charge

Restated

2016 2015

£ £
609,919 448,470
596 (20,086)
426,913 99,843
1,037,428 528,227
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9 Income taxes (continued)
Deferred tax:
Origination and reversal of temporary differences 722,587 323,042
Adjustments in respect of previous periods — 1,385
Translation differences 1,165 —
Total deferred tax ) 723,752 324,427
Taxation charge for the year 1,761,180 852,654

Factors affecting the tax charge for the year:

Effective 1 April 2015, the standard rate of United Kingdom corporation tax was 20%. United Kingdom corporation
tax rates were announced as part of the 2016 budget establishing a rate of 19% to apply from 1 April 2017 and
further reduce the rate to 17% to apply from 1 April 2020. As this reduced rate change has been substantially
enacted at the balance sheet date, the relevant deferred tax balances have been re-measured at 19% on the
basis that it is anticipated that the company’s deferred tax balances will unwind at this rate.

(b) Reconciliation of total tax charge

The total tax charge for the year is lower (2015 — lower) than the corporation tax effective rate of 20% (2015 ~
20.25%). The differences are set out below.

Restated
2016 2015
£ £
Profit before tax 8,641,600 2,408,602
Corporation tax at 20% (2015 — 20.25%) 1,728,320 487,742
Effects of:
Adjustments to tax charge in respect of prior periods 596 (18,702)
Income not taxable for tax purposes (45,364) (44,681)
Effect of higher taxes on overseas earnings 138,771 34,730
Change in tax laws and rates (39,626) 2,190
Expenses not deductible for tax purposes 47,525 —
Deferred tax previously unrecognized (70,234) 391,393
Translation differences 1,192 —
Taxation charge for the year 1,761,180 852,654
(c) Deferred tax provision
Restated
2016 2015
£ £
Capital allowances in excess of depreciation 87,111 9,674
Other short term temporary differences 515,723 479,579
Deferred tax previously unrecognized (1,334437)  (498,270)
(731,603) (9,017)
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10

1"

Income taxes (continued)

Deferred tax asset

At 1 January

Charge to profit and loss account — temporary differences

At 31 December

Deferred tax liability
At 1 January

Charge to profit and loss account — temporary differences

At 31 December

Property, plant and equipment

Cost

Balance at 1 January 2015
Additions

Batlance at 31 December 2015
Additions

Disposals

Exchange differences

Balance at 31 December 2016

Accumulated depreciation
Balance at 1 January 2015
Charge for the year

Balance at 31 December 2015
Charge for the year

Disposals

Exchange differences

Balance at 31 December 2016

Net book value
At 31 December 2015

At 31 December 2016

Other receivables

Security deposit — long term

£ £
— 315,410
21,290 (315,410)
21,290 —
£ £
(9,017) —
(743,876) (9,017)
(752,893) (9,017)
Leasehold
improvements Furniture Equipment Total
£ £ £ £
23,466 66,157 130,307 219,930
23,466 66,157 130,307 219,930
. 15,483 2,797,794 2,813,277
— —_— (34,994) (34,994)
— — 12,052 12,052
23,466 81,640 2,905,159 3,010,265
6,922 56,962 108,427 172,311
4,727 3,132 9,691 17,550
11,649 60,094 118,118 189,861
4,726 45,730 872,112 922,568
— —_ (18,020) (18,020)
— 111 13,041 13,152
16,375 105,935 985,251 1,107,561
11,817 6,063 12,189 30,069
7,091 73,507 1,822,107 1,902,704
Restated
2016 2015
: £ £
92,275 92,275
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13

Trade and other receivables

Restated

2016 2015

£ £

Trade receivables 211,119 148,701
Collateral held at an exchange 1,674,323 2,400,577
Amounts owed by parent undertaking 37,677 1,347,759
Amounts owed by group undertakings 46,884 19,338
Other receivables — 745
Prepayments 157,562 176,738

2,127,565 4,093,858

Amounts owed by parent and group undertakings are unsecured, interest free and repayable on demand. For a
detailed description of related party transactions related to the above current assets, refer to Note 20.

Financial risk management

The company has exposure to the following risks from its holding of financial instruments: market risk, credit risk
and liquidity risk. This note presents information about the company’s exposure to each of these risks, its policies
and processes for measuring and managing risk, and the company’s management of capital.

The Board of Directors has overall responsibility for the establishment and oversight of the company’s risk

‘management framework. The company'’s risk management policies are established to identify the risks faced by

the company, to set appropriate risk limits and controls, and to monitor such risks. Risk management policies and
systems are reviewed regularly to reflect changes in market conditions and the company’s activities.

Market risk

Market risk is the potential for changes in the value of financial assets and liabilities due to market changes,
including interest and currency rate movements as well as fluctuations in the prices of financial assets and
liabilities. Market risk is directly impacted by the volatility and liquidity in the markets in which the related
underlying financial instruments are traded.

Interest rate risk is the risk of loss due to the fluctuations of interest rates.

Foreign exchange risk is the risk of loss due to the fluctuation of exchange rates. The valuation of the portfolio is
subject to foreign exchange risk arising from non-British Pound Sterling financial assets.

In respect of non-trading assets and liabilities denominated in foreign currencies, the company periodically
reviews its net exposure to ensure it is kept to an acceptable level. The company executes foreign currency spot
trades on an as needed basis.

Credit risk

Credit risk is the risk of financial loss due to the failure of a counterparty to perform according to the terms of a
contract. The credit risk associated with exchange-traded financial assets and liabilities, such as common stocks
or futures, is mitigated by the cash held at the company’s clearing firms. The company currently clears these
exchange traded positions through highly rated clearing brokers.
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Financial risk management (continued)

Exposure to credit risk
The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to
non-group credit risk at 31 December 2016 was as follows:

Restated

2016 2015

£ £

Amounts owed by brokers 10,535,231 12,990,524
Cash at commercial banks 22,798,500 16,221,405

33,333,731 29,211,929

The company has no financial assets which are past due or impaired. Cash at commercial banks is held at banks
with investment grade credit ratings, as rated by Standard & Poor’s.

Liquidity risk
Liquidity risk is the risk that the company will not be able to meet its obligations as they fall due.

Substantially all of the company’s financial liabilities are payable on demand or in accordance with normal trade
settlement cycles; therefore no separate disclosure of contractual maturities is made within these financial
statements. :

Currency risk
The company’s normal business activities often occur in various currencies outside the company’s functional
currency, which creates exposure to fluctuations in foreign currency rates.

Concentration risk

Concentrations arise when a number of counterparties are engaged in similar business activities, or activities in
the same geographical region, or have economic features that would cause their ability to meet contractual
obligations to be similarly affected by changes in economic, political or other conditions. Concentrations indicate
the relative sensitivity of the company’s performance to developments affecting a particular industry. The
company believes the concentration of risk is limited as its principal activities are spread over different geographic
regions and counterparties.
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Financial risk management (continued)

Fair value of financial instruments

The company has adopted the amendment to IFRS 7 (“Financial Instruments: Disclosure”) for financial
instruments that are recorded on the balance sheet at fair value. This requires disclosure of fair value
measurements by level of the following fair value measurement hierarchy:

e Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1).

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

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

The following table presents the company's assets and liabilities that are measured at fair value:

Restated Restated

2016 2016 2015 2015

Assets Levell Total Level 1 Total
£ £ £ £

Common stocks (listed) 20,904,265 20,904,265 14,244.900 14,244,900
Futures (listed) 228 228 — —

20,904,493 20,904,493 14,244,900 14,244,900

Restated Restated

o 2016 2016 2015 2015
Liabilities Levelt Total Level 1 Total
£ £ £ £

Common stocks (listed) 2,162,227 2,162,227 17,594 17,594
Futures (listed) 34 34 — —

2,162,261 2,162,261 17,594 17,594

The company’s common stock positions and future positions are traded in active markets and are recorded at the
closing price published by the listing exchange. They are recorded as financial assets at fair value through profit
or loss on the balance sheet.

A market is regarded as active if quoted prices are readily and regularly available from an exchange, dealer,
broker, industry group, pricing service, or regulatory agency, and those prices represent actual and regularly
occurring market transactions on an arm’s length basis. These instruments are included in Level 1. Instruments
included in Level 1 comprise long or short common stock positions and future positions classified as financial
assets or liabilities at fair value through profit and loss.
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14 Cash and bank balances

Cash at banks and on hand

Cash at banks earns interest at floating rates based on daily bank deposit rates.

15 Issued capital

Authorised shares
Ordinary shares of £1 each

Ordinary shares issued and fully paid

At 1 January 2015 and 31 December 2015

Increase on 04 January 2016 because of issuance of ordinary shares
At 31 December 2016 ‘

Share premium

At 1 January 2015 and 1 January 2016
Increase

At 31 December 2015 and 31 December 2016

16 Other financial liabilities

Accruals
Deferred income

Restated
2016 2015

31,450,599 26,661,905

Restated
2016 2015

100,000,000 100,000,000

Shares £

27,535,671 27,535,671
1,688,969 1,688,969

29,224,640 29,224,640

Restated

2016 2015

£ £
18,901 18,901
354,758 - —
373,659 18,901
Restated

2016 2015

£ £

1,039,266 1,201,543

10,253 30,758

1,049,519 1,232,301
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18

19

20

Current liabilities

Restated

2016 2015

£ £

Trade payables - 911,263 873,361
Amounts owed to parent undertaking 4,237,406 4,542 198
Amounts owed to group undertaking 108,174 —_
VAT payable 134,189 156,557
Accruals and deferred income 6,205,160 4,973,513

11,596,192 10,545,629

Amounts owed to the parent and group undertaking are unsecured, interest free and repayable on demand. For a
detailed description of related party transactions related to the above current liabilities, refer to note 20.

Capital management

The company is authorised by the FCA and as such must continuously maintain adequate financial resources, as
defined by the FCA. In order to ensure that the company meets these requirements, calculations and reporting of
available financial resources is performed intra-day using the firm's monitoring system. The company has a
compliance oversight function which monitors this reporting.

During the year, the company has complied with its FCA financial resources requirements. At the year end, the
company’s financial resources totalled £40,096,333 (2015: £33,319,362).

Operating lease arrangements
The minimum lease payments under non-cancellable operating lease commitments are as follows:

Restated

2016 2015

A £ £

- Not later than one year 2,209,966 2,025,072
- Later than one year and not later than five years 120,307 494,491

2,330,273 2,519,563

Related party transactions

The company ended the previous service agreement with its parent on 31 December 2015. Under the previous
agreement as of 31 December 2015, £4,542,198 was due to and £1,344,249 was due from its parent. The
company paid remaining £3,197,949 (2015: £54,689,475) to its parent for trading gains and losses related to

) financial instruments held by the company, net of trade facilitation and operational support service fees under the

previous services agreement.

As of the balance sheet date, £37,677 (2015: £3,510) was due from its parent related to an expenditure that was
paid on its parent’s behalf. This balance was remitted before the issuance of these financial statements.
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21

Related party transactions (continued)

The company entered into new agreements with its parent and related parties on 1 January 2016, and incurred
expenses of £62,373,209 for the financial year ended 31 December 2016. HRTE paid £58,027,628 to its parent
and related parties under these agreements during the 2016 financial year. As of the balance sheet date,
£4,345,580 was due to its parent and related parties relating to these agreements. This balance was remitted
before the issuance of these financial statements.

On 1 January 2016, the company purchased £1,734,733 of computer and networking equipment from its parent.
This balance was remitted before the issuance of these financial statements.

The remuneration of directors and other members of key management personnel during the year was as follows:

Restated

2016 2015

£ £

Short-term benefits 898,955 792,709

Events after the reporting period

On the 29th March 2017, the British Prime Minister invoked Article 50 of the Lisbon Treaty to initiate a two-year
period of negotiations for Brexit. The company is monitoring the situation closely and believes that based on the
information currently available, there will be no impact on the financial statements for the year ended 31
December 2016. The company will continue to monitor progress on these negotiations to gauge potential
implications for the business.
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