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FairFX PLC

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2021

About FairFX PLC (“The Company”)

The Company is a leading payments company offering business and retail customers a suite of payment products
across FX transactions and prepaid card solutions.

The payment products serving both business and personal customers through four inter-connected channels are:
International Payments; Corporate Expenses platform and Travel Money, comprising currency cards and physical
currency. The International Payments channel supports wire transfer foreign exchange transactions direct to bank
accounts. For corporates, Equals Solutions launched in June 2021 and is targeted at larger firms and provides a
bespoke platform for each client. The Company has a market-leading business expenses solution based around its
corporate platform and prepaid card, which yields significant cost savings via tighter control on expenses before they
are incurred, coupled with eliminating inefficient processes. The Travel Money offerings (retail currency card and
physical currency) represent cost-effective and secure methods for travellers to spend abroad.

Principal activities

The principal activities of the Company during the year were to provide foreign exchange payment services to private
clients and corporations through prepaid currency cards, travel cash and international money transfers. The Company is
authorised by the Financial Conduct Authority under the Payment Services Regulations 2009 for the provision of payment
services. The Company is a wholly owned subsidiary of Equals Group PLC (“the Group”). In line with Group strategy, the
Company has been focussing on growing its B2B customer base with investment in products and its sales and marketing
and support teams.

Review of business

The Directors are pleased to report that through another Covid affected year, the Company has achieved rapid growth,
benefiting from measures taken in 2020 to focus on a B2B customer base and thereby reducing reliance on the legacy
B2C travel-related products. The Company continues to have a strong cash and trading position and is in excellent
shape to continue this growth into 2022.

The Company's gross currency sold rose 71% to £4.1 billion (2020: £2.4 billion). Revenue increased by 43% to £30.6
million (2020: £21.4 million) with an increase in International Payments revenue of 456% from £14.9 million to £21.6
million driven by both underlying growth and £3.6m from Equals Solutions, along with an increase of 46% in Cards
revenue, from £5.9 million to £8.6 million. Revenue margin (revenue over gross currency sold) decreased to 0.7%
(2020: 0.9%) .

Gross profit was £18.8 million (2020: £13.7 million), up 37% on 2020. Company gross profit is stated after the
deduction of transaction and commission costs which rose by 53% to £11.8 million (2020: £7.7 mitlion). The gross
profit margin (gross profit over revenue) remained consistent at 61%.

Administrative costs decreased by £1.7 million (11%) to £15.3 million (2020: £17.0 million) which was due primarily to
the absence of one off costs in 2021 compared to 2020 which included associated costs of Wirecard AG’s demise
along with a reduction in staff costs with the headcount reducing throughout the year.

The loss before tax for the year decreased from £6.4 million to £1.1 million, primarily as a result of the increases
revenues and reduction in administrative costs.

The net cash position of the Company at 31st December 2021 was £9.4 million, excluding client funds (2020: £7.6
million), including a £2 million loan under the Government CBIL scheme (see note 18). Accordingly, the Company
has sufficient cash resources to continue implementing its growth strategy.

Principal risks and uncertainties

The Directors have reviewed the risks and uncertainties facing the Company and consider the key risks to be fraud and
money laundering, inherent risks in a regulated payments company. As a consequence, the Company has robust
polices in place to mitigate this risk, including client onboarding and anti-money laundering controls and procedures.

A description of the financial risks of the Company and measures taken to mitigate them may be found in note 21.



FairFX PLC

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2021

Outlook

The Company, along with the Group, will continue to align its marketing efforts across its brands as well as its development
across the B2B business. B2B will continue to remain the focus, with the Company contributing to the Group focus on
offering a unified platform of payments, cards and current account solutions, supported by impressive infrastructure and
customer service capability to provide a superior customer experience.

Compliance with Companies Act 2006, Section 172 Statement

Under Section 172 of the Companies Act 2006, the Directors have a duty to act in good faith, which would most likely
promote the success of the company for the benefit and interests of all its stakeholders as a whole. The Company's
stakeholders include, but are not limited to, its employees; suppliers; customers and regulators.

The Board endeavours to achieve and maintain a reputation for high standards of conduct amongst its stakeholders
which it regards as crucial in its ability to successfully achieve its corporate objectives. During the development of the
Company's strategies and decision making processes, the Board will consider its stakeholders and their interests. The
differing interests of stakeholders require the Board to assess and manage the impact of its policies in a fair and
balanced manner to the benefit of its stakeholders as a whole.

The Board considers below these different stakeholders, their material issues and how the Company engages with
them.

Employees

The employees are one of the greatest assets to the Company. Their interests, which include training and development;
a safe environment to work; diversity and inclusion; fair pay and benefits; reward and recognition are a high priority. On
a day-to-day basis, Directors engage directly with employees promoting an open, non-hierarchical culture, in which
employees have an active contribution to the Group’s success. Fortnightly “All Hands" meetings, Company updates
and staff feedback questionnaires are performed, and the Board will actively reflect on these when making decisions.
Regular management training, internship programmes, personal development and performance reviews all contribute
~ to the development of staff. ‘

Suppliers

Supplier interests include fair trading, payment terms and working towards building a successful relationship. The
Company will regularly review its supplier payments and performance alongside its monitoring of its performance. All
suppliers, particularly low value suppliers are paid promptly on their invoices being validated by the approved personnel
in the Company. The Company has processes in place in order to combat modern slavery in the business and its supply
chains, and details of these can be found in the published Modern Slavery Statement at
https://www.equalsplc.com/content/investors/corporate-governance

Customers

Customers are interested in successful product availability and usage; fair pricing and adherence to regulations. The
Company wants to achieve the highest level of customer service and will regularly review feedback and reviews it
receives from its customers. The Company operates under an open and transparent pricing model with its customers.

Regulators and Compliance

The Company is regulated by the Financial Conduct Authority(FCA) to carry out payment services as an Authorised
Payment Institute under the Payment Services Regulation 2017 and by Hm Revenue and Customs (HMRC) for Money
Laundering Regulations. The Company ensures compliance with the FCA and HMRC through the exercise of
management and controt by ensuring good corporate governance, applying appropriate policies and undertaking staff
training.

All staff receive the relevant Anti-Bribery and Anti-Money Laundering training as the nature of the business may result
in a higher risk of money laundering. Procedures and communications are in place to ensure that staff are able to
comply with Anti-Money Laundering should there ever be a case. '

The Strategic Report on pages 3 to 4 was approved and authorised for issue by the Board on 20 May 2022, and was
signed on its behalf by:

lan Strafford-Taylor
Director



FairFX PLC

DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2021

The Directors present their annual report and audited financial statements for the year ended 31 December 2021.

General information

The Company is a public company, limited by shares, incorporated in the United Kingdom. The Company is authorised
by the Financial Conduct Authority under the Payment Services Regulations 2009 for the provision of payment services.
The Company financial statements have been prepared in accordance with the Company’s accounting policies under
International Accounting Standards (IFRS) in conformity with the requirements of the Companies Act 2006.

Results and dividends

The results for the year are’ shown on page 10. The Company made a loss before taxation for the year of £1.1 million
(2020: £6.4 million). The Directors do not recommend the payment of a dividend for the year ended 31 December 2021
(2020: nil).

The Strategic Report set out on pages 3 to 4 provides an assessment of the Company’s financial performance
throughout the year.

Directors
The following Directors have held office during the financial year and up to the date of approval of these financial
statements:
| A | Strafford-Taylor .
R Q M Cooper (appointed 28 January 2021 & resigned 1 August 2021)
A J Phillips (appointed 28 January 2021)
A J Quirke (resigned 1 August 2021)
D J Kilner (appointed 28 January 2021)
J Hickman (resigned 25 June 2021)
M Boon
S England (appointed 28 January 2021)
S J Paul (appointed 16 December 2021)

Risk and risk management
The Company’s exposure to risks and uncertainties is outlined in the Strategic Report and note 21.

Auditors
PricewaterhouseCoopers LLP have expressed their willingness to continue in office as auditors and a resolution
seeking to reappoint them will be proposed at the General Meeting of the Company.

Disclosure of information to the auditors

The Directors who held office at the date of approval of this Directors’ Report confirm that, so far as they are each aware,
there is no relevant audit information of which the Company’s auditors are unaware; and each director has taken all the
steps that they ought to have taken as a director to make themselves aware of any relevant audit information and to
establish that the Company’s auditors are aware of that information.

Post balance sheet events
There have been no post balance sheet events from the balance sheet date to the date of signing which require separate
disclosure. :

Going concern

Based on the Company’s budgets and financial projections, the Directors are satisfied that the business is a going concern
and therefore the financial statements have been prepared on a going concern basis. This assessment is based on
whether there is sufficient liquidity and financing to support the business, the post balance sheet trading of the Company,
the regulatory environment and the effectiveness of risk management policies. The Company is satisfied with the adequacy
of its cash position.

Outlook
The Strategic Report includes an outlook for the forthcoming financial year.

The Directors’ Report was approved by the Board on 20 May 2022 and signed on its behalf by:

lan Strafford-Taylor
Director



FairFX PLC

STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE
STRATEGIC AND DIRECTORS’ REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

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 the Directors
have prepared the financial statements in accordance with International Accounting Standards in conformity with the
requirements of the Companies Act 2006.

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 year. In

preparing these financial statements, the Directors are required to:

e select suitable accounting policies and then apply them consistently;

« make judgements and estimates that are reasonable, relevant and reliable;

¢ state that international accounting standards in conformity with the requirements of the Companies Act 2006 have
been followed, subject to any material departures disclosed and explained in the financial statements;

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

e 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.

Under applicable law and regulations, the Directors are also responsible for preparing a Strategic Report and a
Directors’ Report that complies with that law and those regulations.

Legislation in the UK governing the preparation and dissemination of financial statements may differ from legislation in
other jurisdictions.

Approved by the Board on 20 May 2022 and signed on its behalf by

%’”‘\

lan Strafford-Taylor
Director



Independent auditors’ report to the members of FairFX PLC

Report on the audit of the financial statements

Opinion
In our opinion, FairFX PIc's financial statements:

s give a true and fair view of the state of the company’s affairs as at 31 December 2021 and of its loss and cash
flows for the year then ended;

* have been properly prepared in accordance with UK-adopted international accounting standards; and

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

We have audited the financial statements, included within the Annual Report, which comprise: statement of financial
position as at 31 December 2021; statement of comprehensive income, statement of cash flows, and the statement of
changes in equity for the year then ended; and the notes to the financial statements, which include a description of the
significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and applicable law.
Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the financial
statements section of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Independence

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

Conclusions relating to going concern

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions
that, individually or collectively, may cast significant doubt on the company's ability to continue as a going concern for
a period of at least twelve months from when the financial statements are authorised for issue.

In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of accounting
in the preparation of the financial statements is appropriate.

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

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant
sections of this report.

Reporting on other information

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

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing
so, consider whether the other information is materially inconsistent with the financial statements or our knowledge
obtained in the audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency
or material misstatement, we are required to perform procedures to conclude whether there is a material misstatement
of the financial statements or a material misstatement of the other information. If, based on the work we have performed,
we conclude that there is a material misstatement of this other information, we are required to report that fact. We have
nothing to report based on these responsibilities.

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

Based on our work undertaken in the course of the audit; the Companies Act 2006 requires us also to report certain
opinions and matters as described below.



Independent auditors’ report to the members of FairFX PLC
(continued)

Strategic report and Directors' Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic report
and Directors' Report for the year ended 31 December 2021 is consistent with the financial statements and has been
prepared in accordance with applicable legal requirements.

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

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the statement of directors’ responsibilities, the directors are responsible for the preparation
of the financial statements in accordance with the applicable framework and for being satisfied that they give a true and
fair view. The directors are also 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.

In preparing the financial statements, the directors are responsible for 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 the directors either intend to liquidate the company or to cease operations, or have no realistic
alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements

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

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line
with our responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud.
The extent to which our procedures are capable of detecting irregularities, including fraud, is detailed below.

Based on our understanding of the company and industry, we identified that the principal risks of non-compliance with
laws and regulations related to the Financial Conduct Authority's ('FCA') regulations, Anti-Money Laundering legislation
and UK tax legislation, and we considered the extent to which non-compliance might have a material effect on the
financial statements. We also considered those laws and regulations that have a direct impact on the financial
statements such as the Companies Act 2006. We evaluated management's incentives and opportunities for fraudulent
manipulation of the financial statements (including the risk of override of controls), and determined that the principal
risks were related to posting inappropriate journal entries to misstate revenue or reduce costs through incorrect
capitalisation, creation of fictitious transactions to hide losses or to improve financial performance, and management
bias in accounting estimates. Audit procedures performed by the engagement team included:

+ Obtaining confirmations from third parties to confirm the existence of a sample of transactions and balances;

+ Identifying and testing journal entries meeting specific fraud criteria, including those posted with certain descriptions,
posted and approved by the same individual, backdated journals or posted by infrequent and unexpected users;

» Review of correspondence with and reports to the regulators, including the PRA and FCA; and

e Challenging assumptions and judgements made by management in their significant accounting estimates, in
particular in relation to capitalisation of costs to internally generated intangible assets and the impairment of goodwill
and intangible assets.

There are inherent limitations in the audit procedures described above. We are less likely to become aware of instances
of non-compliance with laws and regulations that are not closely related to events and transactions reflected in the
financial statements. Also, the risk of not detecting a material misstatement due to fraud is higher than the risk of not
detecting one resuiting from error, as fraud may involve deliberate concealment by, for example, forgery or intentional
misrepresentations, or through collusion.

A further description of our responsibilities for the audit of the financial statements is located on the FRC'’s website at:
www frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.



Independent auditors’ report to the members of FairFX PLC
(continued)

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members as a body in accordance
with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions,
accept or assume responsibility for any other purpose or to any other person to whom this report is shown or into whose
hands it may come save where expressly agreed by our prior consent in writing.

Other required reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:

¢ we have not obtained all the information and explanations we require for our audit; or

¢ 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

e certain disclosures of directors’ remuneration specified by law are not made; or

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

We have no exceptions to report arising from this responsibility.

O 8

Daniel Brydon (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

20 May 2022



FairFX PLC

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2021

Gross value of currency transactions sold*

Revenue on currency transactions
Transaction and commission costs
Gross profit

Credit impairment charge
Administrative expenses
Depreciation

Amortisation

Operating loss

Finance costs

Loss before tax

Tax credit

Loss for the year and total comprehensive expense

All income and expenses arise from continuing operations.

Note

3.3

15

2021 2020
£000 £000
4,147,998 | | 2,392,902 |
30,623 21,391
(11,817) (7,662)
18,806 13,729
- (261)
(14,161) (15,466)
(1,118) (1,227)
(4,190) (2,852)
(663) (6.077)
(442) (333)
(1,105) (6,410)
1,083 1,487
(22) (4,923)

* Gross value of transactions sold is a non-GAAP measure and represents gross value of currency fransactions sold

to customers. See Note 3.3 for more guidance.

The notes on pages 15 to 37 form an integral part of these financial statements.-
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FairFX PLC

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2021

2021 2020
Note £000 £000
ASSETS
Non-current assets
Property, pIani and equipment 9 1,109 . 1,455
Right of use asset 10 3,819 5,116
Intangible assets 1" - 14,776 15,840
Deferred tax asset ) 8 611 2,391
Investments . 12 2,236 2,236
22,551 27,038
Current assets .
Inventories 14 148 155
Trade and other receivables 15 7,410 8,465
Current tax assets 8 398 1,347
Derivative financial assets 20 1,609 1,852
Cash and cash equivalents 16 9,367 7,631
18,932 19,450
TOTAL ASSETS 41,483 46,488
EQUITY AND LIABILITIES
Equity attributable to Equity holders
Share capital 17 12,500 12,500
Share premium 24,955 24,955
Share based payment reserve ) 1,837 1,381
Accumulated losses (13,202) (13,273)
Total Equity 26,090 25,563
Non-Current liabilities
Borrowings 18 ' 1,600 2,000
Lease liability 10 3,616 4,663
Deferred tax liability 8 - 2,742
5,216 9,405
Current liabilities
Borrowings 18 400 -
Trade and other payables 19 7,835 8,879
Lease liability 10 568 ’ 776
Derivative financial liabilities 20 1,374 1,865
10,177 11,520
. TOTAL EQUITY AND LIABILITIES ' 41,483 46,488

11



FairFX PLC

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2021

The notes on pages 15 to 37 form an integral part of these financial statements.

The financial statements on pages 10 to 37 were approved and authorised for issue by the Board on 20 May 2022 and
were signed on its behalf by:

lan Strafford-Taylor
Director

12



FairFX PLC

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2021

December 2021

The notes on pages 15 to 37 form an integral part of these financial statements.

Share Share Share Accumulated .
Capital Premium Based losses Total Equity
Payment
reserve
£000 £000 £000 £000 £000
Balance as at 1
January 2020 10,105 5,428 1,324 (8,350} 8,507
Loss and total '
-comprehensive - - - (4,923) (4,923)
expense for the year
Movement in deferred
tax through equity i - (387) - (387)
Share based payment R .
charge (note 22) ) 444 444
New shares capitalising
intercompany debt 2,395 19,527 - - 21,922
(Note 17)
Balance as at 31
December 2020 12,500 24,955 1,381 (13,273) 25,563
Total comprehensive
expense for the year ) ) ) (22) (22)
Movement in deferred .
tax through equity ) . 217 i 217
Share based payment R .
charge (Note 22) ) 272 212
Sharg optnpns ) _ (93) 93 )
exercised in year
Balance as at 31 12,500 24,955 1,837 (13,202) 26,090

13



FairFXPLC

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2021

Note 2021 2020
£000 £000

Loss before tax (1,105) (6.410)
Cash flow from operating activities
Adjustments for:
Depreciation 5 1,118 1,227
Amortisation 5 4,190 2,852
Share based payment charge 5 272 444
Decrease in trade and other receivabl}es*1 3,801 206
Decrease in derivative financial assets 243 1,724
(Decrease)fincrease in trade and other payables*? (4,088) 326
Decrease in derivative financial liabilities : (491) (1,717)
Decrease in inventories 7 72 .
Finance costs 442 333
Net cash inflow/(outflow) 4,389 (943)
Tax receipts , 1,347 2,412
Net cash generated from operatil;g activities 5,736 1,469 .
Cash flows from investing activities
Acquisition of property, plant and equipment 9 (69) (127)
Acquisition of intangibles 11 (3,126) (4,199)
Acquisition of business - (2586)
Transfer from fellow undertaking 13 - 1,950
Net cash used in investing activities (3,195) (2,632)
Cash flows from financing activities
New borrowings 18 - 2,000
Interest paid (7) -
Interest charge on finance lease (153) (186)
Principal elements of lease payments (645) ’ (783)
Net cash (used in) / generated from financing activities (805) 1,031
Net Increase/(decrease) in cash and cash equivalents 1,736 (132)
Cash and cash equivalents at the beginning of the year 7,631 7,763
Cash and cash equivalents at the end of the year 15 9,367 7,631

* The movement in the deferred and current tax assets and the right-of use asset balances (excluding the depreciation
charge) is included within the movement in trade and other receivables.

*2 The movement in the deferred and current tax liabilities and the lease liability balances is included within the
movement in trade and other payables.

The notes on pages 15 to 37 form an integral part of these financial statements.

14
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FairFX PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

General information
The Company is a public limited liability company, limited by shares, incorporated and domiciled in the United Kingdom.
The Company is a wholly owned subsidiary through direct holdings of Equals Group PLC.

New standards, amendments and interpretations to published standards
New and revised accounting standards and interpretations adopted, none of which had any material impact to the
Company:

e Amendments to References to Conceptual Framework in IFRS Standards
e Covid-19-Related Rent Concessions — Amendment to IFRS 16

* Interest Rate Benchmark Reform — Phase 2 (Amendments to IFRS 9, IAS 39, IFRS 7,
IFRS 4 and IFRS 16)

New standards, amendments and interpretations issued but not yet effective or early adopted, none of which is
expected to have a material impact on the Company:

e  Onerous Contracts — Cost of Fulfilling a Contract (Amendments to IAS 37) (effective 1 January 2022)

e  Property, Plant and Equipment: Proceeds before Intended Use (Amendments to IAS 16) (effective 1 January
2022)

e IFRS 17 Insurance Contracts (effective date of 1 January 2023)
e Classification of Liabilities as Current or Non-current (Amendments to IAS 1) (effective date of 1 January 2023)
e  Definition of Accounting Estimates (Amendments to IAS 8) (effective date of 1 January 2023)

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

The financial statements have been prepared on a historical cost basis with the exception of derivative financial
instruments which are measured at fair value through profit or loss.

Basis of presentation

These financial statements have been prepared in accordance with International Accounting Standards in conformity
with the requirements of the Companies Act 2006. The financial statements are presented in sterling, the Company’s
presentational currency.

On 1 January 2021, IFRS as adopted by the European Union at that date was brought into UK law and became UK-
adopted Internationa! Accounting Standards, with future changes being subject to endorsement by the UK
Endorsement Board. The Company transitioned to UK-adopted Intemational Accounting Standards in its consolidated
financial statements on 1 January 2021. This change constitutes a change in accounting framework. However, there is
no impact on recognition, measurement or disclosure in the period reported as a result of the change in framework.

IFRS requires management to make certain accounting estimates and to exercise judgement in the process of applying
the Company’s accounting policies. These estimates are based on the Directors best knowledge and past experience
and are explained further in note 3.23.

The Company is a parent company and is itself a wholly owned subsidiary of Equals Group PLC, which produces
consolidated financial statements in accordance with IFRS and which are available for public use. The Company has

taken advantage of the exemption available under S401 CA 2006, not to present separate consolidated financial
statements.

Going Concern

Details of the Company's business activities, results, cash flows and resources, together with the risks it faces and
other factors likely to affect its future development, performance and position are set out in the strategic report. The
Company is regulated by Financial Conduct Authority and perform annual capital adequacy assessments.
Consideration was given to whether there is sufficient liquidity and financing to support the business, the post balance
sheet trading of the Company, the regulatory environment and the effectiveness of risk management policies. The Board
therefore has a reasonable expectation that the Company has adequate resources to continue in operational existence
for the foreseeable future and therefore the financial statements are prepared on a going concern basis.

15



3.2

3.3

3.4

3.5

3.6

FairFX PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Foreign currency

In preparing these financial statements, transactions in currencies other than the Company’s functional currency
(foreign currencies) are recorded at the rates of exchange prevailing on the dates of the transaction. At each statement
of financial position date monetary items in foreign currencies are translated at the rate prevailing at statement of
financial position date. :

Exchange differences arising on the settlements of monetary items and on the retranslation of monetary items are
included in the consolidated statement of comprehensive income for the year.-

Gross value of currency transactions sold

The gross value of currency transactions sold and purchased represent the gross value of currency transactions
undertaken with customers by the Company, where the net is reported as Revenue. These values are a non-GAAP
measure and therefore disclosed as additional information in the statement of comprehensive income.

Income recognition
Revenue is recognised at the fair value of consideration receivable and comprises the following elements:

(i) Deliverable FX trades (international payments and travel cash)

Revenue is recognised when a binding contract is entered into by a customer and the margin is fixed and determined. The
revenue, represented by the margin, is the difference between the rate offered to customers and the rate the Company
receives from its liquidity providers.

(ii) Currency cards

There are two distinct revenue streams, FX card load orders and transaction-based charges. Revenue on FX card load
orders onto non-GBP currency cards is recognised when a binding order is entered into by a customer, the margin is
fixed and determined, and the foreign currency has been loaded onto their currency card. The revenue, represented by
the margin, is the difference between the rate offered to customers and the rate the Company receives from its liquidity
providers. The transaction-based charges are recognised at the time the transaction is entered into by the customer
and deducted from the customer’s account.

Pension Costs

The Company operates a defined contribution pension scheme and outsources the administration of the pension
scheme to a third party. The Company contributes to the pension scheme in line with Auto-enrolment obligations as
defined in the Pensions Act 2008 and passes on the employer and employee contributions to the pension scheme
administrator on a monthly basis. The employer contributions are recognised as they occur through the payroll.

Share-based payments

Employees (including Directors) of the Company receive remuneration in the form of share-based payment
transactions, whereby employees render services as consideration for equity instruments (equity-settled transactions).
In situations where equity instruments are issued and some or all of the goods or services received by the entity as
consideration cannot be specifically identified, they are measured as the difference between fair value of the share-
based payment and the fair value of any identifiable goods or services received at the grant date. The cost of equity-
settled transactions with employees, is measured by reference to the fair value at the date on which they are granted.
The fair value is determined using an appropriate pricing model, further details of which are given in note 22.

The cost of equity-settled transactions is recognised, together with a corresponding increase in equity, over the period
in which the performance and/or service conditions are fulfilled, ending on the date on which the relevant employees
become fully entitted to the award (the vesting date'). The cumulative expense recognised for equity settled
transactions at each reporting date until the vesting date reflects the extent to which the vesting period has expired and
the Company's best estimate of the number of equity instruments that will ultimately vest. The profit or loss charge or
credit for a period represents the movement in cumulative expense recognised as at the beginning and end of that
period.

No expense is recognised for awards that do not ultimately vest, except for awards where vesting is conditional upon
a market condition, which are treated as vesting irrespective of whether or not the market condition is satisfied, provided
that all other performance and/or service conditions are satisfied. Where the terms of an equity-settled award are
modified, the minimum expense recognised is the expense as if the terms had not been modified. An additional expense
is recognised for any modification, which increases the total fair value of the share-based payment arrangement or is
otherwise beneficial to the employee as measured at the date of modification. Where an equity settled award is
cancelled, it is treated as if it had vested on the date of cancellation, and any expense not yet recognised for the award
is recognised immediately. However, if a new award is substituted for the cancelled award and designated as a
replacement award on the date that it is granted, the cancelled and new awards are treated as if they were a
modification of the original award.
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3.7

3.8

3.9

FairFX PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Research and development

Research costs are expensed as incurred. Expenditure on IT software and development is recognised as an intangible
asset only if the expenditure can be measured reliably, the when the intangible asset is technically and commercially
feasible, future economic benefits are probable and the Company intends to and has sufficient resources to complete
development and sell the asset. Subsequently development expenditure is measured at cost less accumulated
amortisation and any accumulated impairment losses.

Treatment of Research and Development Tax Credits
Research and development tax credits are treated as taxation credits as defined under IAS12 Income Taxes with a
credit recorded in the year to which the claim relates.

Taxation
The tax expense comprises current and deferred tax and R&D tax credits.

3.10 Deferred tax

3.11

Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not recognised for:

- temporary differences on the initial recognition of assets or liabilities in a transaction that is not a business
combination and that affects neither accounting nor taxable profit or loss;

- temporary differences related to investments in subsidiaries to the extent that the Company is able to control the
timing of the reversal of the temporary differences and it is probable that they will not reverse in the foreseeable
future; and

- taxable temporary differences arising on the initial recognition of goodwill.

The measurement of deferred tax reflects the tax consequences that would follow 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. Deferred
tax is measured at the tax rates that are expected to be applied to temporary differences when they reverse, using tax
rates enacted or substantively enacted at the reporting date.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and assets,
and they relate to taxes levied by the same tax authority on the same taxable entity, or on different tax entities, but they
intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities will be realised
simultaneously.

A deferred tax asset is recognised for unused tax losses, tax credits and deductible temporary differences to the extent
that it is probable that future taxable profits will be available against which they can be utilised. Deferred tax assets are
reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related tax benefit will
be realised.

Intangible assets

(i) Recognition and measurement

Development expenditure is capitalised only if the expenditure can be measured reliably, the product or process is
technically and commercially feasible, future economic benefits are probable, and the Company intends to and has
sufficient resources to complete development and to use or sell the asset. Otherwise, it is recognised in profit or loss
as incurred. Subsequent to initial recognition, development expenditure is measured at cost less accumulated
amortisation and any accumulated impairment losses.

Other intangible assets, including customer relationships, patents and trademarks that are acquired by the Company
and have finite useful lives are measured at cost less accumulated amortisation and any accumutated impairment
losses.

(ii) Amortisation .

Amortisation is calculated to write off the cost of intangible assets less their estimated residual values using the straight-
line method over their estimated useful lives and is generally recognised in profit or loss. Goodwill is not amortised.
The estimated useful lives for current and comparative periods for other intangibles assets are as follows:

Trademarks, licenses and non-patented technology 5 years
Customer relationships 6-9 years

Amortisation methods, useful lives and residual values are reviewed at each reporting date and adjusted if appropriate.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

3.12 Property, plant and equipment
ltems of property, plant and equipment are stated at cost of acquisition or production cost less accumulated depreciation
and impairment losses. Any gain or loss on disposal of an item of property, plant and equipment is recognised in profit
or loss.

Depreciation is charged so as to write off the cost or valuation of assets over their estimated useful lives, using the
straight-line method, on the following basis:

Plant and equipment 20 - 50%
Fixtures and fittings 20%
Leasehold improvements 10 - 25%

3.13 Inventories
Inventories comprise of stock of prepaid currency cards not yet distributed to customers. Inventories are valued at the
lower of cost and net realisable value. Cost is based on the first-in first-out principle and includes expenditure incurred
in acquiring the inventories, production or conversion costs and other costs in bringing them to their existing location
and condition. There are no currency amounts loaded on stock of prepaid currency cards.

3.14 Trade and other receivables
Trade receivables are recognised initially at the amount of consideration that is unconditional unless they contain
significant financing components, when they are recognised at fair value. The Company holds the trade receivables
with the objective to collect the contractual cash flows and therefore measures them subsequently at amortised cost
using the effective interest method. Details about the Company’s impairment policies and the calculation of the loss
allowance are provided in note 3.21.

3.15 Derivative financial assets and liabilities
Derivative financial assets and liabilities are carried as assets when their fair value is positive and as liabilities when
their fair value is negative. Changes in the fair value of derivatives are included in the income statement. The
Company’s derivative financial assets and liabilities at fair value through profit or loss comprise solely of forward foreign
exchange contracts.

3.16 Offsetting of financial instruments
Financial assets and financial liabilities are offset and the net amount reported in the statement of financial position if,
and only if, there is a currently enforceable legal right to offset the recognised amounts and there is an intention to
settle on a net basis, or to realise the assets and settle the liabilities simultaneously.

3.17 Cash and cash equivalents
These include cash in hand and deposits held at call with banks. Any cash held on behalf of customers is segregated
from operational cash and safeguarded in accordance with our regulatory obligations. Any cash held on behalf of
customers is segregated from operational cash and safeguarded in accordance with our regulatory obligations. The
risks and rewards to the Company that arise from the holding of customer money are principally vested with the
customers. As a result, the Company does not account for customer cash in the Company’s financial statements.

3.18 Trade and other payables
These are initially recognised at fair value and then carried at amortised cost using the effective interest method. The
Company does not account for customer cash and the associated customer liability in the Company’'s financial
statements, as the risks and rewards that arise are principally vested with the customers.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

3.19 Provisions

A provision is recognised in the statement of financial position when the Company has a present legal or constructive
obligation as a result of a past event, and it is probable that an outflow of economic benefits will be required to settle the
obligation. If the effect is material, provisions are determined by discounting the expected future cash flows at a pre-tax
rate that reflects the current market assessment of the time value of money and, where appropriate, the risks specific to
the liability.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as reported in the
statement of comprehensive income because it excludes items of income or expense that are taxable or deductible in
other years and it further excludes items that are never taxable or deductible. The liability for current tax is calculated using
tax rates that have been enacted or substantively enacted by the consolidated statement of financial position date.

3.20 Leases

3.21

At inception of a contract, the Company assesses whether the contract is, or contains, a lease. A contract is, or contains,
a lease if the contract conveys the right to control the use of an identified asset for a period of time in exchange for
consideration. To assess whether a contract conveys the right to control the use of an identified asset, the Company uses
the definition of a lease in IFRS 16.

Contracts may contain both lease and non-lease components. The Company allocates the consideration in the contract
to the lease and non-lease components based on their relative stand-alone prices. However, for leases of real estate for
which the Company is a lessee, it has elected not to separate lease and non-lease components and instead accounts for
these as a single lease component.

The Company recognises a right of use asset and a corresponding liability at the date at which the leased asset is available
for use. Lease liabilities arising from a lease are initially measured on a present value basis. Lease liabilities include the
net present value of the fixed payments (including in-substance fixed payments), less any lease incentives receivable.
Lease payments to be made under reasonably certain extension options are also included in the measurement of the
liability. The lease payments are discounted using the lessee’s incremental borrowing rate, being the rate that the individual
lessee would have to pay to borrow the funds necessary to obtain an asset of similar value to the right of use asset in a
similar economic environment with similar terms, security and conditions.

Lease payments are allocated between principal and finance cost. The finance cost is charged to profit or loss over the
lease period so as to produce a constant periodic rate of interest on the remaining balance of the liability for each period.

Right of use assets are measured at cost comprising the following:

e the amount of the initial measurement of lease liability;

e any lease payments made at or before the commencement date less any lease incentives received;
e any initial direct costs.

Right of use assets are depreciated using the straight-line basis over the lease term at a rate between 10-25%.

The Company applies the following practical expedients permitted by the standard:
e excluding short term leases (less than 12 months) and low-value items

e exercising extension options where the contract contains a provision.

There are no variable payment terms in current leases.

Impairment

A. Financial assets

IFRS 9 offers two approaches for measuring and recognising the loss allowance: General and Simplified. General
approach should be applied for all financial assets subject to impairment, except for trade receivables or contract assets
(IFRS 15) without significant financing component for these assets simplified approach should be applied.

The Company’s financial instruments measured at amortised cost falling within the scope of the standard are (i) trade
and other receivables and (i) cash and cash equivalents. While cash and cash equivalents are also subject to the
impairment requirements of IFRS 9, the identified impairment loss was immaterial.

Trade and other receivables

The Company applies the IFRS 9 simplified approach. The Company does not track changes in credit risk, instead the
Company recognised a loss allowance based on lifetime expected credit loss (“ECL”) at each reporting date.
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3.23

FairFX PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Judgements and estimates

The preparation of the Company’s financial statements requires management to make estimates, Judgements and
assumptions that affect the application of the Company’'s accounting policies and the reported amounts of assets,
liabilities, income and expenses. Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions
to estimates are recognised prospectively.

A. Judgements
The judgements made in applying the Company’s accounting policies that have the most significant effect on the
amounts recognised in the financial statements were as follows:

(i) Technology development intangibles

Development costs are capitalised based on management’s judgements that the project is technologlcally and
economically feasible, the asset is expected to generate future net cash inflows and a successful outcome is probable
in accordance with IAS 38 Intangible Assets. Management judgement is required to determine the useful economic
lives of these assets and uses market and technological knowledge in determining these.

(i) IFRS 16 Leases — lease term and extension options

In determining the lease term, management considers all facts and circumstances that create an economic incentive
to exercise an extension option, or not exercise a termination option. Extension options (or periods after termination
options) are only included in the lease term if the lease is reasonably certain to be extended (or not terminated). All
extension options in offices leases have been included in the lease liability.

(iii) IFRS 16 Leases — incremental borrowing rate

To determine the incremental borrowing rate, the Company uses a build-up approach that starts with a risk-free interest
rate adjusted for credit risk for leases held by the Company which do not have recent third-party financing, and makes
adjustments specific to the lease; mﬂatlon country risk premium, financing spread level of indebtedness and asset
specific risk.

B. Assumptions and estimation uncertainties
The assumptions and estimation uncertainties at the end of the financial year that have a significant risk of resulting in
a material adjustment to the carry amounts of assets and liabilities in the next financial year were as follows:

Impairment of goodwill and intangibles
The Company assessed goodwill and annually for impairment. The assumptions and estimates used in the impairment
test for goodwill including the sensitivity testing are disclosed in note 11.

Valuation of share options
The Company fair values share options on date of grant using the Black-Scholes and Monte Carlo models. Further
details on the use of fair value can be found in note 3.23 and note 22.

Valuation of derivative instruments

The company enters into foreign exchange forward positions with clients which it offsets against foreign exchange
forward positions with various financial institutions, earning a margin in the process. Open positions are fair valued at
the balance sheet date using Bloomberg forward rates for all major currencies.

Measurement of fair values

When measuring the fair value of an asset or a liability, the Company uses observable market data as far as possible.
Fair values are categorised into different levels in a fair value hierarchy based on the inputs used in the valuation
techniques as follows:

. Level 1: quoted prices (unadjusted) in active markets for identical assets and liabilities.

. Level 2: inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either
directly (i.e., as prices) or indirectly (i.e., derived from prices).

. Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs).
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4, Revenue and segmental analysis

Segment results are reported to the Board of Directors of the Company (being the chief operating decision maker) to
assess both performance and support strategic decisions. The Board reviews financial information on revenue for the
following segments: Currency Cards, International Payments, Travel Cash, Banking and Central (which includes

overheads and corporate costs). Revenue is wholly derived from UK based customers.

IFRS 15 requires the presentation of disaggregated revenue from contracts with customers into categories that depict
how the nature, amount, timing and uncertainty of revenue and cash flows are affects by economic factors. The
Company has assessed that the disaggregation of revenue by operating segments is appropriate in meeting this
disclosure requirement as this is the information regularly reviewed by the Board, to evaluate the financial performance

of the Company.

International Travel

2021 Currency Cards Payments Cash Central Total

£000 £000 £000 £000 £000
Segment revenue 8,642 21,635 346 - 30,623
Jransactonand (2,616) (9,100) (101) . (11,817)
Administrative expenses - - - (14,161) (14,161)
Depreciation charge - - - (1,118) (1,118)
Amortisation - - - (4,190) (4,190)
Credit impairment charge - - - - -
Finance costs - - - (442) (442)
Profit /(loss) before tax 6,026 12,535 245 (19,911) (1,105)
Current assets - - - 18,932 18,932
Non-current assets 6,602 13,523 486 1,940 22,551
Total liabilities - - - (15,393) (15,393)
Total net assets 6,602 13,523 486 5,479 26,090

International Travel

2020 Currency Cards Payments Cash Central Total

£000 £000 £000 £000 £000
Segment revenue 5,856 14,857 630 48 21,391
Transgctipn and (2,947) (4,518) (274) 77 (7,662)
commission costs
Administrative expenses - - - (15,466) (15,466)
Depreciation charge - - - (1,227) (1,227)
Amortisation - - - (2,852) (2,852)
Credit impairment charge - - - (261) (261)
Finance costs - - - (333) (333)
Profit /(loss) before tax 2,909 10,339 356 (20,014) (6,410)
Current assets - - - 19,450 19,450
Non-current assets 6,604 14,088 826 5,520 27,038
Total liabilities - - - (20,925) (20,925)
Total net assets 6,604 14,088 826 4,045 25,563
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Operating loss
Operating loss is stated after charging the following: -

2021 2020
£000 £000
Staff costs (net of expenditure capitalised) 10,372 11,694
Amortisation of intangibles 4,190 2,852
Depreciation of right of use asset - property 703 796
Depreciation of plant and equipment and fixtures and fittings 415 431
IT costs (net of expenditure capitalised) 1,277 849
Marketing 825 594
Contingent consideration’ 51 637
Other ' 128 -
Write off of card stocks? - 575
Bad debt expense? - 252
Credit impairment charge - 261
Share option charge 272 444
Net foreign currency differences 52 183
Amounts charged by the Company’s auditors are as follows: -
Audit fees: -
Company statutory audit fees 73 79
Total audit fees 73 79

1 Contingent consideration represents the fair value of additional consideration estimated in respect of the acquisition
of Casco Financial Services Limited (renamed to Equals Connect Limited) in November 2019. This additional
consideration payable is the result of revenues being in excess of forecasts at the time of acquisition.

2The demise of Wirecard AG led to the Company having to re-card all its customers on the Wirecard programme,
leading to card stock and other write offs.

Audit fees were borne by the ultimate parent company in the current and preceding year. There were no non-audit fees
payable during the current and preceding year. These amounts are shown exclusive of VAT,

Staff costs
The average monthly number of employees (including Directors) during the year was: -
‘ 2021 2020
Headcount Headcount
Administrative staff 169 215
Employee costs
2021 2020
£000 £000
Wages and salaries ) 8,805 10,432
Social security costs 1,175 1,171
Other pension costs 426 541
10,406 12,144
Employee furlough government grant received (34) (450)
10,372 11,694

Employees costs exclude £2,729k (2020: £3,677k) reported within internally generated software intangibles.
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7. Directors’ remuneration

The salaries of Directors of the Company in respect of their services as Directors to the Group, including FairFX PLC,
are as given below. The remaining Directors of the Company do not receive compensation in respect of their services
as Directors of the Company.

Bonus Employer . © Total
Gross Salary Paid Pension Sl Remuneration
2021 2021 2021 2021 2021
£000 £000 " £000 £000 £000

Executive Directors .
I A'| Strafford ~ Taylor 297 358 3 21 679
Bonus Employer ) Total
Gross Salary paid Pension Benefits Remuneration
2020 2020 2020 2020 2020
£000 £000 £000 £000 £000

Executive Directors

I A'| Strafford ~ Taylor 254 165 4 3 426

Further information regarding share options is given in note 22. No Directors exercised any share options during the
year.

8. Tax credit

2021 2020

£000 £000
R&D tax credit — current year (398) (1,346)
R&D tax credit — prior year - (57)
Current tax credit (398) (1,403)
Origination and reversal of permanent and temporary differences (530) (53)
Recognition of previously unrecognised deductible temporary differences (155) (31)
Deferred tax credit (685) (84)
Total tax credit for the year (1,083) (1,487)
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8. Tax credit (continued)

Factors affecting tax credit for the year
The tax credit for the year can be reconciled to the loss per the statement of comprehensive income as follows: ‘

Loss before taxation

Change in tax rates

Total tax credit for the year

2021

Intangibles
Property, plant and
equipment

Equity settled share
based payments
Unutilised tax
losses

Other

Net deferred tax
asset/(liability)

2020

Intangibles
Property, plant and
equipment

Equity settled share
based payments

Unutilised tax losses
Other

2021 2020
£000 £000
(1,105) (6,410)
Taxation at the UK corporation tax rate of 19% (2020: 19%) (210) (1,218)
Net timing differences between tax and accounting (258) 334
5 45
Movement of unrecognised carry forward tax losses (155) (31)
Net impact of R&D tax credit claim (465) (560)
Adjustment in respect of prior year - (57)
(1,083) (1,487)
Movement in deferred tax balances
Acquired in Transfers Balance at
Net balance business fromfellow  Recognised  Recognised 31
at 1 January combination undertakings in equity in P&L December DTA DTL
£000 £000 £000 £000 £000 £000 £000 £000
(2,515) - - - (231) (2,746) - (2,746)
(227) - - - 57 (170) - (170)
15 - - 277 380 672 672 -
2,376 - - - 479 2,855 2,855 -
(351) - - 277 685 611 3,527 (2,916)
Acquired in Transfers Balance at
Net balance business fromfellow  Recognised  Recognised 31
at 1 January combinations undertakings in equity in P&L December DTA DTL
£000 £000 £000 £000 £000 £000 £000 £000
(1,725) (110) (173) - (507) (2,515) - (2,515)
(213) - (25) - 11 (227) - (227)
550 - - (387) (148) 15 15 -
1,648 - - - 728 2,376 2,376 -
260 (110) (198) (387) 84 (351) 2,391 (2,742)

Net deferred tax
asset/(liability)

The Company has estimated tax losses of £12,499k (2020: £12,507k) available to carry-forward against future trading
profits. The losses can be carried forward indefinitely and have no expiry date.

Deferred tax assets are recognised for tax losses carried forward to the extent that the realisation of the related tax
benefit through future taxable profits is considered more likely than not. The decision to recognise any asset is taken
at such point the recovery is reasonably certain. The Company has concluded that the deferred assets will be
recoverable using estimated future taxable income based on a five-year forecast horizon. There are no unrecognised
deferred tax assets.
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Tax credit (continued)

The standard rate of corporation tax applicable to the Group for the year ended 31 December 2021 was 19.0%. The
rate in the year ending 31 December 2022 will be 19%. The Government has confirmed that the rate of corporation tax
will be increased to 25% with effect from 1 Aprit 2023. Deferred tax assets and liabilities have been recognised at the
substantively enacted rate. The effect of change in tax rate has been calculated on deferred tax.

Property, plant and equipment

Plan? and Fixturgs_and ) Leasehold Total
machinery fittings improvements
£000 £000 £000 £000

Cost
At 1 January 2021 1,219 424 1,327 2,970
Additions 61 . 1 7 69
At 31 December 2021 1,280 425 1,334 3,039
Accumulated depreciation
At 1 January 2021 872 165 478 1,515
Charge for the year 201 82 132 415
At 31 December 2021 1,073 247 610 1,930
Net book valué
At 31 December 2021 207 178 724 1,109

On 1 January 2020 FairFX PLC acquired the property plant and equipment of its fellow subsidiary undertaking, City
Forex Limited, at net book value as part of a wider Group restructuring.

Plant and Fixtures and Leasehold

machinery fittings improvements Total
£000 £000 £000 £000

Cost
At 1 January 2020 924 414 830 2,168
Transfer; from fellow 231 ; 444 675
undertakings
Additions 64 10 53 127
At 31 December 2020 1,219 424 1,327 2,970
Accumulated depreciation
At 1 January 2020 469 83 121 673
Transfers from fellow 163 _ 248 411
undertakings .
Charge for the year . 240 82 109 431
At 31 December 2020 ' 872 165 478 1,515
Net book value
At 31 December 2020 347 259 849 1,455
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Right of use assets and lease liability

Property Property
2021 2020
£000 £000
Right of use asset
At 1 January 5,116 4,278
Transfers from fellow undertakings* ' - 1,634
Additions to right of use assets - 78
Moaodifications to leases** (594) (78)
Depreciation charge for the year : (703) (796)
At 31 December 3,819 5,116
Lease Liabilities
At 1 January 5,439 4,529
Transfers from fellow undertakings* - 1,697
Additions to lease liabilities - 72
Lease finance expenses 1583 186
Modification to leases™* (615) (76)
Payments (793) (969)
At 31 December 4,184 5,439
Current lease liabilities 568 776
Non-current lease liabilities 3,616 4,663
4,184 5,439

* On 1 January 2020 FairFX PLC assumed the lease liabilities of its fellow subsidiary undertaking, City Forex Limited,

at net book value as part of a wider Group restructuring.

** Modification to lease assets and lease liabilities relates to a negotiated future early termination of a property lease.

Amounts recognised in the consolidated statement of comprehensive income:

2021 2020

£000 £000

Depreciation charge for right of use assets - Property 703 796
Lease finance expenses 163 186
Modification of lease terms — net impact (21) 2
Expense relating to short-term and low value items leases 66 78
901 1,062

Included within expenses relating to low value assets, which are below the de-minimis level, are amounts relating to IT
equipment (printer and photocopiers etc) and property costs (fridges, microwaves etc). The total cash outflow for leases

in 2021 was £798k (2020: £969k) including for principal and interest.
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11. Intangible assets

Cost
At 1 January 2021

Reclassification
Transfers from fellow undertakings

Additions
Acquired through business
combination

At 31 December 2021

Accumulated amortisation

At 1 January 2021

Transfers from fellow undertakings
Charge for the year

At 31 December 2021

Net book value
At 31 December 2021

Cost
At 1 January 2020

Reclassification

Transfers from fellow undertakings
Additions

Acquired through business
combination

At 31 December 2020

Accumulated amortisation

At 1 January 2020

Transfers from fellow undertakings
Charge for the year

‘At 31 December 2020

Net book value
At 31 December 2020

Goodwill Non-patented Under Customer . Total
technology construction relationship

£000 £000 £000 £000 £000

1,931 15,577 1,629 1,644 20,781

- 1,629 (1,629) - -

- 2,465 661 - 3,126

1,931 19,671 661 1,644 23,907

- 4,690 - 251 4,941

- 3,923 - 267 4,190

- 8,613 - 518 9,131

1,931 11,058 661 1,126 14,776

Goodwill Non-patented Under Customer Total
technology construction relationship

£000 £000 £000 £000 £000

1,175 9,722 2,009 801 13,707

- 933 (933) - -

- 1,276 - 257 1,833

- 3,646 553 - 4,199

756 - - 586 1,342

1,931 15,677 1,629 1,644 20,781

- 1,756 - 48 1,804

- 257 - 28 285

- 2,677 - 175 2,852

- 4,690 - 251 4,941

1,931 10,887 1,629 1,393 15,840

The intangibles under construction balance consists of costs incurred on software development projects‘ that were not
completed before the end of the reporting period. IAS 36 /Impairment of Assets requires that intangible assets that are
not available for use are required to be tested for impairment at least on an annual basis. The balance at reporting date
relates to additions made during the reporting period, which are tested annually for impairment during the 2021 calendar

year.
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11. Intangible assets (continued)

Goodwill

Goodwill acquired in a business combination has been allocated to the International Payments cash-generating unit
("CGU”) on acquisition and is tested for impairment annually by comparing the value in use based on forecast cash
flows to carrying value. The rate used to discount the forecast cash flows is based upon the CGU's weighted average
cost of capital (WACC) of 12.34% (2020: 10.08%).

The Company prepared cash flow forecasts derived from the most recent detailed Group financial budgets approved
by management for the next five years. For the purpose of the value in use calculation the management forecasts were
extrapolated into perpetuity using growth rate of 2% (2020: 2%), representing the expected long-run rate of inflation in
the UK. The forecasts assume growth rates in acquisitions which in turn drive the forecast collections and cost figures.

The Company conducted a sensitivity analysis on the impairment test of the CGU carrying value which indicated no
reasonably possible changes to the key assumptions which would result in the carrying value of the International
Payments CGU exceeding the recoverable value at 31 December 2021 (2020: £nil impairment).

12. Investments

Shares in subsidiary undertakings

Company - Shares in subsidiary undertakings 2021 2020

£000 £000
Cost 2,236 2,236
Additions - -
At 31 December 2,236 2,236

Net Book Value
At 31 December 2,236 2,236

On 18 November 2019, the Company acquired 51.81% of the ordinary share capital of Equals Connect Limited
(previously Casco Financial Services Limited). The registered address of Equals Connect Limited, which is registered
in England and Wales, is 3rd Floor Thames House, Vintners’ Place, 68 Upper Thames Street, London, EC4V 3B],
England.
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Acquisitions
There were no acquisitions made in the year or up to the date of signing these financial statements.

Effective FX Limited — business information and intellectual property rights (“Effective FX")

On 14 October 2020, Equals acquired business information and intellectual property rights from Effective FX Limited, a
London-based international payments business servicing both corporate and private clients, for a maximum consideration
of £1,575,000. This payment is contingent on future net revenue targets over a period of three years from the acquisition
date and is payable in quarterly instalments, in cash. Based on current and forecast performance it has been assumed
that the contingent consideration will be paid in full, each quarter.

Effective FX contributed £1,035k of revenue and £796k of profit before tax to the Company since its acquisition.

The acquisition date fair value of consideration transferred was calculated as follows:

£000
Contingent consideration — undiscounted maximum payments in cash, payable in quarterly 1575
instalments over three years ’
Contingent consideration discounted - fair value 1,511

The recognised amounts of assets acquired and liabilities recognised at the date of acquisition were as follows:

£000
Intangibles — customer relationships . 586
Deferred tax liabilities (110)
Total identifiable new assets acquired 476

Based on the valuation of the intangibles and enacted UK corporation tax rates a deferred tax liability of £110,000
was recognised as a result of the identified intangible asset.

Goodwill arising from the acquisition has been recognised as follows:

£000°
Consideration transferred . 1,232
Fair value of identifiable new assets (476)

Goodwill . ‘ 756

Goodwill comprises the value of expected synergies arising from the acquisition and additional value attributed by the
acquirer in relation to the future expected cash flows, which is not separately recognised. None of the goodwill
recognised is expected to be deductible for income tax purposes.

29



FairFX PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Acquisitions (continued)

City Forex Limited

As part of a restructuring of the Group, on 1 January 2020 the Company acquired the business and certain net assets
of its fellow subsidiary, City Forex Limited. The consideration paid was equivalent to the value of the net assets
transferred and there was no goodwill arising. The purchase consideration is in the form of an interest free, unsecured
debt payable by the Company to City Forex Limited on written demand.

2020

£000

Property, plant & equipment 263
Right of use asset 1,635
Intangible assets 1,247
Derivative financial assets 629
Other debtors 871
Deferred tax liability (198)
Lease liabilities (1,698)
Derivative financial liabilities (530)
Other creditors (646)
Non-cash items 1,473
Cash at bank 1,950
Net assets transferred 3,423
Settlement of net assets transferred — interest free, unsecured loan (3,423)

14. Inventories

2021 2020

£000 £000

Finished goods 148 155

The Company's inventories comprise of stock of cards. Included within cost of sales is a charge relating to stock of
£113k (2020: £414k) incurred in the ordinary course of business.

15.

Trade and other receivables

Trade receivables

Amounts due from group undertakings

Other receivables

Prepayments and accrued income

2021 2020
£000 £000
2,492 1,973
1,261 - 989
2,486 4,382
1,171 1,121
7,410 8,465

Information about the Company's exposure to credit and market risks, and impairment losses for trade and other
receivables, is included in Note 21.

Amounts due from fellow group undertakings are interest-free, repayable on demand and unsecured.

Movement in expected credit loss (“ECL") 2021 2020
£000 £000

Cost

Released allowance for ECLs at 1 January 261 -

Provided during the year — profit and foss 261

(216) -

Released against debtor balances — balance sheet
Allowance for ECLs at 31 December 45 261
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Cash and cash equivalents

2021 2020
£000 £000
Cash at bank 9,367 7,631
Share capital
2021 2020
£000 £000
Authorised
125,000,000 (2020: 125,000,000) ordinary shares of £0'1,0 each 12,500 12,500

The holders of the ordinary shares are entitled to receive dividends as declared from time to time and are entitled to
one vote per share at meetings of the Company.

Borrowings
2021 - 2020
£000 £000
Loan debenture 2,000 2,000

On the 23 December 2020, the Company entered into a £2,000,000 loan agreement with the Royal Bank of Scotland
(RBS) under the Coronavirus Business Interruption Loan Scheme (CBILS) to further support working capital.

Under the terms of the loan, there is an initial twelve month capital repayment holiday and the UK Government will pay
the first 12 months of interest due. This is being recognised as a government grant, with interest grant income received
being offset against the loan interest due. At the current Bank Base rate, the grant income received by the Company
for 2021 representing twelve-month repayment holiday will be £53k. The loan is for a six year period at the Bank of
England Base rate + 2.53% and may be repaid at any point without penalty.

The loan agreement required that by 31 March 2021, Equals Group PLC issued a guarantee to the Company as security
on the loan and that the Company provides a debenture to RBS for the value of the loan. Both of these requirements
have been met.
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19. Trade and other payables

2021 2020

. £000 £000

Trade payables 3,227 2,655
Amounts owed to group undertakings 12 1
Taxation and social security 534 548
Other creditors - 727
Accruals and deferred income 4,062 4,948
7,835 8,879

Amounts due to fellow group undertakings are interest-free, repayable on demand and unsecured.
The increase in accruals and deferred income comprises primarily an increase in collateral due to liquidity providers.

20. Derivative financial assets and financial liabilities
20.1 Derivative financial assets

Financial assets at fair value through profit or loss

. Notional . Notional

Fair Value Principal Fair Value Principal

2021 2021 2020 2020

£000 £000 £000 £000

Foreign exchange forward contracts 1,609 104,709 1,852 85,661

Total financial instruments at fair value 1,609 104,709 1,852 85,661

20.2 Derivative financial liabilities

Financial liabilities at fair value through profit or loss

. Notional . Notional

Fair Value Principal Fair Value Principal

2021 2021 2020 2020

£000 £000 £000 £000

Foreign exchange forward contracts 1,374 97,829 1,865 84,709

Total financial instruments at fair value 1,374 97,829 1,865 84,709
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Financial instruments '

The Company’s financial instruments comprise cash, foreign exchange forward contracts and various items arising
directly from its operations. The main purpose of these financial instruments is to provide working capital for the
Company. In common with other businesses, the Company is exposed to the risk that arises from its use of financial
instruments. The Company does not deal in any financial instrument contracts for its own benefit. This note describes
the Company's objectives, policies and processes for managing those risks and the methods used to measure them.

‘Further quantitative information is found throughout these consolidated financial statements.

211 Principal financial instruments
The principal financial instruments of the Company, from which financial instrument risk arises, are as follows:

2021 2020
£000 £000
Financial instruments held at amortised cost
Cash and cash equivalents 9,367 7,631
Trade and other receivables 6,700 7,765
Borrowings (2,000) (2,000)
Trade and other payables (5,630) (4,820)
Lease liabilities (4,184) (5,439)
2021 2020
£000 £000
Financial instruments held at fair value through profit or loss
Derivative financial assets —~ Forward foreign exchange contracts 1,609 1,852
Derivative financial liabilities — Forward foreign exchange contracts (1,374) (1,865)

Trade and other payables generally have a maturity of less than one month.

Forward foreign exchange contracts fall into level 2 of the fair value hierarchy as set out in note 3.23 since Level 2
comprises those financial instruments which can be valued using inputs other than quoted prices that are observable
for the asset or liability either directly (i.e. prices) or indirectly (i.e. derived from prices). In 2021, the unrealised gain or
loss recognised in the income statement on the fair value of financial instruments was a loss of £13k (2020: gain of
£13k). This was reported in administration costs in the income statement.

21.2 Financial risk management objectives and policies

Credit risk

As required under IFRS 9, the Company analysed its trade debtors and split them into portfolios: bank and other
financial institutions, financial service providers and corporate customers. The Company has significant short term
receivables and security collateral arrangements with bank and other financial institutions and financial service
providers; which have either settled post balance sheet date or are considered negligible due to the financial strength
of the counterparty.
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Financial instruments (continued)
The ageing of financial assets at the statement of financial position date is as follows:

Between Between
Over

2021 On demand 1and 3 3and 12 Total
months months 1year
£000 £000 £000 £000 £000
Trade and other receivables - gross 6,745 - - - 6,745
Allowance for ECL (45) - - - (45)
Trade and other receivables - net 6,700 - - - 6,700
Derivative financial assets 249 680 651 29 1,609
Between Between Over
2020 On demand 1and3 3 and 12 Total
1 year
months months
£000 £000 £000 £000 £000
Trade and other receivables - gross 7,302 109 615 - 8,026
Allowance for ECL - - (261) - (261)
Trade and other receivables - net 7,302 109 354 - 7,765
Derivative financial assets 839 374 533 106 1,852

Liquidity risk

Management of liquidity risk is achieved by monitoring budgets and forecasts and actual cash flows and available cash
balances. The daily settlement flows in respect of financial asset and liability, spot and swap contracts require adequate
liquidity which is provided through intra-day settlement facilities.

The table below analyses the Company’s gross undiscounted financial liabilities by their contractual maturity date.

Ondemand Between Between
Over 1

2021 and within 1 1and3 3and12 Total
month months months year

£000 £000 £000 £000 £000

Borrowings 31 63 306 1,600 2,000

Trade and other payables 5,630 - - - 5,630

Derivative financial liabilities 253 615 496 10 1,374

Lease liabilities 47 98 423 3,616 4,184
Ondemand Between Between Over 1

2020 and within 1 1and3 3and12 Total
month months months year

£000 £000 £000 £000 £000

Borrowings - - - 2,000 2,000

Trade and other payables 4,820 - - - 4,820

Derivative financial liabilities 841 377 537 110 1,865

Lease liabilities 77 154 694 4514 5,439

Market risk

Market risk arises from the Company’s use of foreign currency. This is detailed below.

Interest rate risk
The Company is subject to interest rate risk as its bank balances are subject to interest at a floating rate. The Company
has no of borrowings so liabilities are not materially affected by changes in interest rates.

Foreign currency risk

The Company's balance sheet currency exposure is primarily managed by matching currency assets with currency
liabilities. The largest currency liabilities are created on entering into forward foreign currency transactions. As at 31
December 2021 and 31 December 2020 the Company is not sensitive to movements in the strength of Sterling as no
material foreign currency balances are held.
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Financial instruments (continued)

Fair value risk
The following table shows the carrying amount of financial assets and financial liabilities. It does not include a fair value
as the carrying amount is a reasonable approximation of fair value.

Measured at

Measured at

31 Decgmber 2021 amortised cost fair value Total
£000 £000 £000
Financial assets
Cash and cash equivalents 9,367 - 9,367
Trade and other receivables 6,700 - 6,700
Derivative financial assets - 1,609 1,609
16,067 1,609 17,676
Financial liabilities
Borrowings 2,000 - 2,000
Trade and other payables 5,630 - 5,630
Lease liabilities 4,184 - 4,184
Derivative financial liabilities - 1,374 1,374
11,814 1,374 13,188
Measured at Measured at
31 December 2020 amortised cost fair value Total
£000 £000 £000
Financial assets
Cash and cash equivalents 7,631 - 7,631
Trade and other receivables 7,765 - 7,765
Derivative financial assets - 1,852 1,852
15,396 1,852 17,248
Financial liabilities
Borrowings 2,000 - 2,000
Trade and other payables 4,820 - 4,820
Lease liabilities 5,439 - 5,439
Derivative financial liabilities - 1,865 1,865
12,259 1,865 14,124

All financial instruments are classified as level 2 financial instruments in the fair value hierarchy, with the exception of
derivative financial assets and liabilities and borrowings which are level 2 financial instruments.

Capital management policy and procedures

The Company'’s capital management.objec_:tives are:

e to ensure that the Company will be able to continue as a going concern (see note 3.1); and
e to maximise the income and capital return to the Company's shareholders.

The Company is subject to the following externally imposed capital requirements:

e as a public limited company, the Company is required to have a minimum issued share capital of £50k; and

e as acompany regulated by the Payment Service Regulations 2009, the Company is required to maintain a capitai
requirement of either 10% of overheads for the preceding year or the initial capital requirement of €25k, whichever
is the higher.

The Company has complied with these requirements.
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Share options

At 31 December 2021 the Company participated in a group share option scheme.

The Company has an equity-settled share-based payment scheme allowing certain Directors and employees to acquire
shares of the parent company Equals Group PLC. As the services are received by the Company this has been
accounted for as an expense in the statement of comprehensive income, with a corresponding amount recognised in
equity. The charge to the statement of total comprehensive income was £272k (2020: £444k) with a corresponding
amount recognised in equity. '

Equity-settied share-based payments are measured at fair value (excluding the effect of non market-based vesting
conditions) at the date of grant. The fair value of options granted has been calculated with reference to the Black-

Scholes and Monte Carlo option pricing models.

Related party transactions

Related parties include key management who are responsible for controlling and directing the activities of the Company.

The key management compensation is as follows:

2021 2020

£000 £000

Salaries, fees and other short-term employee benefits 676 422
Post-employment benefits 3 4
679 426
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Related party transactions (continued)
Intercompany transactions and balances with the rest of the Group:

Due from Due to Due from Due to
31 December 2021 2021 2020 2020
£000 : £000 £000 £000
Balance sheet
Equals Group PLC 1,002 - 758 -
Equals Connect Limited 259 - 231 -
Equals Pay LLC - (12) - 1)
1,261 (12) 989 )
Receivable Payable to Receivable Payable to
from from
2021 2021 2020 2020
£000 £000 £000 £000
Income statement '
Equals Group PLC - - 1,123 -
Spectrum Payment Services 851 - 52 844
Limited .
Equals Connect Limited - 5 80 108
Equals Pay LLC 126 ) - - 106
977 5 1,255 1,058

All related party transactions and balances are priced and settled on an arm'’s length basis except for cost recharges,
which are priced and settled at original cost. None of the other balances are secured or guaranteed. No expense has
been recorded for bad or doubtful debts in respect of amounts owed to related parties in the current or prior year.

Amounts owed by and to related parties are disclosed in notes 15 and 19 respectively.

Ultimate controlling party

Equals Group PLC is the Company’s ultimate parent company and is considered by the Directors to be the ultimate
controlling party. The largest and smallest group in which the results of the Company are consolidated is that headed
by Equals Group PLC. The registered office address of Equals Group PLC is 3rd Floor Thames House, Vintners’ Place,
68 Upper Thames Street, London EC4V 3BJ, England. Copies of the consolidated financial statements may be obtained
from https://www.equalsplc.com/content/investors.

Post balance sheet events

There have been no post balance sheet events from the balance sheet date to the date of signing which require
separate disclosure.

37



