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TRAILSTONE UK LTD.
Strategic Report

31 December 2017

Principal activities and business strategy

TrailStone is a global commodity merchant and strategic investor in energy assets, with a focus on operating at the intersection
of renewable and conventional energy opportunities. TrailStone seeks to own or control physical energy assets, leverage
strong logistics capabilities to enhance returns on those investments, and deploy risk capital based on the information it
gleans from its physicai energy activities and fundamental anatytics.

in this context, the principal activities of TrailStone UK Ltd. ('the Company’) are to generate value for the group by employing
UK-based staff who perform some of the necessary functions relating to investment and trading to fulfil TrailStone’s strategy;
entering into various agreements to provide the necessary physical infrastructure and services to enable the staff to
successfully carry out their functions; and investing in its subsidiaries.

Business environment, principal risks and uncertainties

The continued increase in renewable energy generation is accelerating disruption 1 the energy markets. TrailStone
anticipates new opportunities atising from the move o a more disaggregated, highly competitive, technology-driven energy
future. Many such opportunities anse in the power and gas markets in Europe and North America.

The trading activities which the Company undertakes give rise to credit nsk, foreign currency risk and liquidity risk. These
risks and the strategies in place to mitigate them are detailed in Note 21 on pages 35 to 38. The Company is also subject
to risk from its investments in its subsidiaries.

Key performance indicators (KP)'s)
The Company's strategy of generating profitability from the activities outlined above is measured by three main KPls’
Profitability

Cost control

Staff performance and retention

Overall profitability and cost control remain the two key financial KPis. The main drivers for profitability were the general
and administrative expenses of the Company and the performance of its investments. There were losses on mvestments
in the year which the Company does not expect to recur, atthough the performance of investments 1s always subject to some
uncertainty. With respect to costs, the Company started strategic cost reviews which targeted cost optimisation throughout
the pericd. The Company also continued to invest strategically in its human resource talent to attract, retain and further
develop the best talent in the market which is most suited for the various roles in the Company.

The main drivers for profitability are the performance of the investment company's, and by recognising income in the form
of service fees from other group companies. The Company reported a loss from operating activities of $45 561,548 in 2017,
primarity due to the increase in costs by $26,679,513. The average number of employees has increased from 72 in 2016 to
85in 2017,

Challenges

The principle challenges for the Company are:

- {o operate and further deveiop the platform it has built to enable it to trade and invest in energy markets;

- to source, evaluate and execute the types of investments that give the Company the returmn profile it seeks;
- hire, retain and develop top tatent.

Approved and signed on behaif of the board:

Date: 03 August 2018



TRAILSTONE UK LTD.
Directors’ Report
31 December 2017

The Directors presents their report with the audited financial statements of TrailStone UK LTD. ('the Company’) for the years
ended 31 December 2017 and 31 December 2016.

Principal activity
The Company engages in operating a platform for the trading of physical and derivative commodities.

TrailStone UK LTD.

The Company is a wholly owned subsidiary of TraiiStone Guemsey Ltd. (the Parent), a Guemsey holding company. The
Parent is a wholly owned subsidiary of TrailStone (Cayman) L.P, which is an exempted Cayman islands Limited Parthership.
The ultimate parent of the Company is Riverstone Global Energy and Power Fund V (Cayman) L.P. which is an exempted
Limited Parnership registered in the Cayman isfands.

The smatlest group in which the resulis of the Company are consolidated is Trailstone UK LTD., which is registered in England
and Wales The consclidated financial staternents can be obtained from 110 Bishopsgate, London, EC2N 4AY,

Financial results

The Company's financial results for the year ended 31 December 2017 are set out in the Statement of Income (Loss) and
statement of comprehensive foss on page 10 of the financial statements. The loss for the year was $80,982 544 (2016: loss
of $26,083.015).

Review of the Company’s position, development and performance
The loss for the year was $80,982 544 (2016. ioss of $26,083,015). The Company has net liabilitles of $19,107,168 (2016
net assets of: $60,570,023).

Principal risks and uncertainties
Details of the Company's principat nsks and how they are managed are disclosed in Note 21 of the financial statements.

Share capital

The Company had authorised and issued 85,264 (2016 65,264) shares of common stock at £1 par value as of 31 December
2017 for a total issued capital $98,521 {2016 $98,521). The Company also had additional paid-in-capital of $146 924 653
{2016: $146,924,853)

Statement of going concemn
The Company’s business activities, together with the factors likely to affect its future development, its financial position,
financiat risk management objectives, and its exposure to risks are detailed in the Strategic report.

The parent, TrailStone Guemsey Ltd., has agreed fo provide financial suppart for a minimum 12 month pericd from the date
of signing these financial statements in order that the Company can continue {o meet its liabilities as they fall due. Accordingly,
the directors consider it appropriate to prepare the financial statements on a going concem basis.

Dividends
The Board of Directors did not propose the payment of a dividend for the year ended 31 December 2017 (2016. $nil)

Events since the end of the year
Information relating to events since the end of the year is presented in the notes to the financial statements.



TRAILSTONE UK LTD,
Report of the Directors
31 December 2017

Directors
The directors who have hetd office during the penod from 1 January 2017 are as follows:

Troy Martin - resigned 27 November 2017
Steven Spencer Banks - appoinied 22 May 2017
Marc Amiyn Evans - appointed 30 November 2017

Statement as to disclosure of information to auditor
So far as the Directors are aware, there is no relevant audit information (as defined by Section 418 of the Companies Act

2008) of which the Company's auditor are unaware, and each Director has taken all the steps that he or she ought to have
taken as a Director in order to make himseif or herself aware of any refevant audit information and to establish that the

Company's auditor are aware of that information.

Auditor
Emst & Young LLP will be proposed for re-appointment.

Approved and signed on behalf of the board:

!
y A7
L

f

Marc Amlyn Evang’- Director
Date: 03 August2018
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TRAILSTONE UK LTD.
Statement of Directors' Responsibilities
31 December 2017

Statement of Directors’ Responsibilities

The Directors are responsible for preparing the Annual Report and the financial statements in accordance with applicable
United Kingdom law and reguiations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors have
elected to prepare the financial statements in accordance with the Intemational Financial Reporting Standards (iFRSs) as
issued by the International Accounting Standards board and as adopted by the European Union.

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 for that period.

. Select suitable accounting policies and then apply them consistently;
. make judgements and estimates that are reasonable and prudent; and
. state whether applicable IFRS standards have been followed, subject to any matenal departures disclosed and

explained in the financial statements.

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 prevention and detection of fraud and cther iregularities.

Approved and signed on behalf of the board:

Marc Amlyn E\:vé - Director
Date. 03 August 2018



TRAILSTONE UK LTD.
Independent Auditor's Report
December 31, 2017

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF TRAILSTONE UK LIMITED

Opinion

We have audited the financial statements of TrailStone UK Limited for the year ended 31 December 2017 which compnse the statement
of financial position, statement of income, statement of comprehensive income, staterment of changes in equidy, statement of cash flows

and the related notes 1 to 24 The fimancial reporting framework that has been apphed in their praparation is applicable law and International
Financial Reporting Standards {IFRSs) as adopied by the European Union.

e our opimon, the financial statements:

- give a true and fair view of the company’s affairs as at [date] and of its profit Moss] for the year then ended;
. have been properly prepared in accordance with IFRSs as adopted by the European Union, and
. have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with Intemational Standards on Auditing (UK) {i8As (UK)) and applicable law Our responsibilities
under those standards are further described in the Auditor's responsibilities for the audit of the financial statements section of our report
below We are independent of the company in accordancea with the ethical requirements that are relevant to our audit of the financiat
statements in the UK, including the FRC's Ethical Standard, and we have fulfilled our other ethical respansibilities in accordance with these
requirements

\Wa believe that the audit evidence we have obtained is sufficiert and appropnate to provide a basis for our opinion

Conciusions relating to going concern
We have nothing to report in respect of the following matters n relation to which the 1SAs {UK) require us to report to you where.

+  the directors' use of the going concem basts of accounting in the preparation of the financial
statements is not approprate; or

+  the directors have not disciosed in the financial statements any identified matenal uncertainties that may cast significant doubt about
the company’s abiity to continue 16 adopt the going concern basis of accounting for a period of at least twelve months from the date
when the finanaal statements are authorised for issue.

Other information

The other information comprises the information included in the annual teport, other than the financial statements and our auditor’s report
thereon The directors are responsible for the other information

Qur opinion on the financial statements does not cover the other information and, except to the extent otherwise explicitly stated in this
report, we do not express any form of assurance conclusion 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 risstated f we entify such material inconsistencies or apparent material misstaternents, we are required to determine
whether there 15 a material misstatement in the financial statements or a material misstatement of the cther information If, based on the
work we have performed, we conclude that there is a rmaterial iisstatement of the other information, we are required to report that fact.

We have nothing to report in this regard.



Opinions on other matters prescribed by the Companies Act 2006
In our opunton, based on the work undertaken in the course of the audit:

- the information given in the strategic report and the directors’ report for the financial year for which the financiat statements are
prepared ts cansistent with the financial statements, and

. the strategic report and directors’ report have been prepared in accordance with applicable legal requirements.
Matters on which we are required to report by exception

in the light of the knowledge and understanding of the company and its environment obtained in the course of the audit, we have not
identified materai misstaternents in the strategic report or directars' report.

We have nothing to report in respect of the following matters in retation to which the Companies Act 2006 requires us to report to you if,
in our opinton.

*  adequate accounting records have nct been kept by the parent company, or retumns adequate for our audit have not been receved
from branches not visited by us; or

« the financial statements are notin agreement with the accounting records and retums, or
= cecain distlosures of directors’ remuneration specified by law are not made; or
= we have not received all the infornation and explanations we reguire for our audit

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement set out on page 7, the directors are responsible for the preparation of
the financial statements and for being satisfied that they give a true and fair view, and for such intematl control as the directors determine
1S necessary to enable the preparatfion of financial staternents that are free from matenal misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability o continue as a going concem,
disclosing, as apphcable, matiers related to going concern and using the gong concern basis of accounting uniess the directors either
intend to hiquidate the company or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financiat statements

Qur objectives are to obtain reasonable assurance about whether the financsal statements as a whole are free from matenal misstatement,
whether due to fraud or error, and to issue an auditor’s report that mcludes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with 1SAs (UK) will always detect a matanal misstatement when it exists
Misstatements can anse from fraud or error and are considered matenal f, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of usars taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the
Financiat Reporting Council's website at https./iwww frc.org uk/auditorsresponsibiliies  This descnption forms part of cur auditor's report

Use of our report

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,
Qur audit work has been undertaken so that we might state to the company's members these matters we are required to state to them in
an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do nof accept or assume responsibdity fo anycne
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

Ploaltek

Paul Wallek (Senior Statutory Auditor)

for and on behalf of Emst & Young LLP, Statutory Auditor
London

03 August 2018



TRAILSTONE UK LTD.
Staterment of Income (Loss)
For the Year ended 31 December 2017

Net realised and change in unrealised gains and losses from trading activities
General and administrative expenses

Resuits from operating activittes

Impairment loss on investments
Loss from associate

Finance income

Finance costs

Foreign exchange gains/{(loss)

Loss before income tax
Income tax credit / {charge)

Net loss for the year

STATEMENT OF COMPREHENSIVE LOSS FOR
YEAR ENDED 31 DECEMBER 2017

Net loss for the year
Other comprehensive income / (loss)

Total comprehensive loss

The accompanymg notes are an integral part of these financial statements

10

10

O tn

2017 2016
$ $
(1,957,859) 259,258
{43 603,689) (16,924,176)
(45 561,548) (16.664,918)
(33,592,707) (7,917,456
{588, 500) (187,055)
669,193 9,457
(867,963) (B48,512)
(1.041,019) (369,164)
{80,982,544) (25,578,648)
- (104,367)
(80,982, 544) (26,083,015)
2017 2018
s s
(80,982,544) (26,083,015)
1,274,598 (443,658)
(79,707,946) (26.526,674)




TRALSTONE UK LTD. (REGISTERED NUMBER: 08510757)
Statement of Financial Position

As of 31 December 2017

Assets

Non-current assets
Property, plant and equipment,
Intangible assets
Investments
Investments in associste
Noles issued - related parties
Other non-current assets

Fotal non-current assets

Current assets
Derwative assets
Trade and other recevables
Due from related parbes
Current tax recewvable
Collateral and margin deposits
Cash

Total current assets

Totat assets

Equity and liabilities
Equity
Called up share capital
Other capstal reserves
Retained losses

net

Total equity (deficit in equity)

Current liabilities
Trade and other payables
Due to related parties
Derivative liabilities
Collateral and margin held

Total current kabittes

Total equity and fiabilibes

?
]
Y

Marc Anyn Evans - Difector
03 August 2018

Notes

10
1
i4

i2
20

/3

is
16
16

18
20
27
13

2017 2016
$ $
1,534,416 2,312,420
667,085 1,027,997
19,122,622 46,581,079
10,307,318 9,156,841
- 1,435,050
1,640, 441 1,550,477
33.271,882 62,063,864
- 3,337,167
2,823 401 1,994,653
26.801,960 41,899,864
102,977 8,359
1,930,000 480,000
715702 967,810
32,374,040 48,687,893
65,645,922 110,751,757
147,023,174 147,023,174
141,997 111,242
(166,272,339) (86,554,393)
{19,107,168) 80,570,023
4,203,193 7.032,772
80,439,034 40,173,071
110,863 2,695,891
- 280,000
84,753,090 50,181,734
65,645,922 110,751,757

The accompanying notes are an integral part of these financral staterments.

"



TRAILSTONE UK LIMITED
Statement of Changes in Equity

As of 31 December 2017

Balance at 31 December 2015

issue of additicnal pawd-in-capital

Loss for the year
Other

Batance at 31 December 2016

toss for the year
Other

Balance at 31 December 2017

Accumulated
r
Caled up share Qther Capital comprehensive
capital Retained losses Regerves income (Joss) Total Equity
$ $ $ $ 3
144.762,314 {60,037,719) 79626 — 84,804,221
2,260,880 —_ — — 2,260,860
—— {26,083.015) — — (26,083,015}
— — 31,618 (443 659) (412,043}
147,023,174 (86,120,734) 111,242 (443 659) 60,570,023
— {80,982 544} — — (80,982 544)
- -— 30,755 1.274,598 1.305.353
147,023,174 {167,103,278) 141,997 830,939 (19,107 168}

The accompanying notes are an wtegral part of these financral statemenits.

12



TRAILSTONE UK LIMITED
Statement of Cash Flows
For the Year Ended 31 December 2017

Cash flows from operating activities
Net loss for the year, before income tax
Adjusiments for:

Depreciation and amorbzation

Share-based payments

Finance income

Finance cost

toss from associates

Impairment loss on investments

Movements in working capstat
Decrease / (increase) in frade and other recevables
Decrease in derrvatives, net
Increase in prepaid expenses and other current assets
Decrease in deferred financing costs
Increase m other non-current assets
Decrease i trade and other payabies
{Decrease) / mcrease in prepaid ncome tax
{Decrease) / increase in accrued and other liabilkies
Increase in margin/collateral
Increase in net due toffrom affliates

Net cash provided by operating activites

Cash flows from investing activties
Payments for property and equipment
Payments for intangible assets
Payments for acquisitions
Loans issued to subsidianes
Repayment of subsidiary loan
Interest recenved

Net cash used for investing actvites
Cash flows from financing activities
Repaymaent of bormowirngs
Proceeds from other paid-in-capital
Notes 1ssued
Interest pard

Net cash provided by financing activities
Net decrease in cash and cash equivalenis
Cash and cash equivalents at beginning of the penod

Cash and cash equivalents at end of the period

The accompanyng notes are an integral part of these financial statements

13

2017 2018
$ 1

(80,982 544) (25.978,648)
1,868.917 1595818
30755 31616
(668,133) (9.457)
867963 843,512
588,500 187,055
33,582,707 7,917,456
(744,772) (127.330)
752,139 281,704
(84,54T) (178.227)
570 (51,643)
(89 .964) (760.292)
{120.092) (268.7186)
(94.,578) 104,367
(2,769,487 2,091,151
(1,730,000) (553.056)
55,363,867 21,865,566
5,840,241 7,096,876
(564 ,440) (1.387.,170)
(165.561) (851.700)
(6.598,628) {12,127.493)
(7.227.919) —
8,662,968 _
669,193 -
(5.224,386) (14,366,383)
— (6.848,512)
— 2,260,860
—~ 11,731,656
(867.963) -
(B67.963) 7,143,004
(252 108) (126.483)
967310 1,094 293
715,702 967,810




TRAILSTONE UK LTD.
Notes to Financial Statements
Year Ended 31 December 2017

2.1

2.2

2.3

General information

The Company is a limited company incorporated in the United Kingdom under the Companies Act 2006 and domiciled
in England.

The Company was formed to engage in the trading of physical derivative energy products. The registered office is
iocated at 110 Bishopsgate, Londen, EC2N 4AY.

The Company is a wholly owned subsidiary of TrailStone Guemsey Ltd. (the Parent), a Guemsey incorporated
holding company. The Parent is a wholly owned subs:idiary of TrailStone (Cayman) L.P., an exempt Cayman Islands
Limited Partnership. The ultimate parent of the Company is Riverstone Globat Energy and Power Fund V (Cayman)
L.P. which is an exempt Limited Partnership registered in the Cayman islands.

Summary of significant accounting policies

A summary of the significant accounting policies, which have been followed in preparing the accompanying financial
statements, is set forth below.

Basis of Preparation

The accompanying financial statements are prepared under the historical cost basis convention, except for derivative
financial instruments which are carried at fair vaiue through profit and loss, in accordance with Internationat Financial
Reporting Standards (IFRS) as adopted by the European Union. The statement of comprehensive income (loss)
includes expense allocations for certain company functions performed by related parties. The Company records
these expenses through support-related intercompany charges on a cost plus basis as detailed in Note 20.

The financial statements were approved by the board of directors and authorized for issuance on 3 August 2018.
The financial statements are presented in US dollars which is the Company's functional currency.

Transachons in foreign cirrencies are indtially recorded by the Company at their respective functional currency spot
rates at the date the transaction first qualifies for recognition.

Monetary assets and liabilities denominated in foreign currencies are translated at the funchonal currency spot rates
of exchange at the reporting date

Differences arising on setfiement or transiation of monetary items are recognised in profit or loss.

Going concern basis

The parent, TrailStone Guemnsey Ltd., has agreed to provide financial support for a minimum 12 month period from
the date of signing these financial statements in order that the company can continue to meet its liabilities as they
fall due. Accordingly, the directors considers it appropriate to prepare the financial statements on a going concemn
basis.

Use of estimates and judgment

The preparation of the Company’s financial statements in conformity with (FRS reguires management to make
estimates and assumptions that affect the reported amounts of assets, liabilities, fair value measurements and
disclosure of contingent assets and liabilities at the date of the financial statements. Management's estimates and
assumptions aisc impact the reported amounts of increases and decreases in net assets from operations and
disclosures in the financial statements. Actual results could differ materially from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in the period in which the estimate is revised and in any future perieds affected.

14



TRAILSTONE UK LTD.
Notes to Financial Statements
Year Ended 31 December 2017

2.4

25

2.6

Information about critical judgments in applying accounting policies that have the most significant effect on the amount
recognized in the financial statements are descnbed in the following notes:

» Note 2.6: Taxation

*  Note 2.15: Impairment of financial assets

+ Note 2.17: Impairment of non-financiat assets

+ Note21: Financial risk management

+ Note 22:  Determination of fair values

Information about assumptions and estimation unceriainty that have a significant risk of resulting m a material
adjustment within the next financial year are included in the following notes:

* Note2.6: Taxation

* Note 2.15: Impairment of financial assets

* Note 2.17: impaiment of non-financial assets

« Note2t: Financial risk management

Revenue recognition

Revenue is recognized when the seller has transferred to the buyer all significant risks and rewards of the assets
sold. Revenue 15 measured at the fair value of the consideration received and represents amounts receivable for
trading transactions performed in the normal course of business, net of discounts, value-added tax, and other sales-
related taxes. Revenue is aiso net of brokerage, execution, and clearing expenses. Revenue is recognized on a
trade-date basis.

The Company recognizes gains or losses at inception if fair value is evidenced by comparison with other observable
current market transactions in the same instrument or is based on valuation techniques incorporating substantially
all observable market data or unobservabie market data. The Company refiects ts mark-to-market gains and losses
on energy trading derivative contracts on a net basis as a component of “net realised and change in unrealised gains
and losses from trading activity” in the accompanying statement of comprehensive loss.

Revenue and costs associated with other contracts that are classified as “held for trading purposes” are reported on
a net basis in the statement of comprehensive loss.

Finance income and finance costs
Finance income is comprised of interest income on margin and foreign currency gains/losses.

Finance costs are comprised of interest expenses on borrowings. Al borrowing costs are recognised i profit or loss
in the period in which they are incurred

Taxation
Income tax expense comprises current and deferred tax, Income tax expense is recognized in the Income statement
except to the extent that it relates to items recognized directly in equity.

Current income tax assets and liabilities for the cutrent period are measured at the amount expected to be received
from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that are
enacted or substantively enacted, at the reporting date in the m the tnited Kingdom. Management periodically
evaluates positions taken in the tax returns with respect to situations in which applicabie tax regulations are subject
to interpretation and establishes provisions where necessary.

Deferred tax is recognized in respect of temporary differences between the carrying amounts of assets and Habilities
for financiat reporting purposes and the amounts used for taxation purposes. Deferred tax is not recognized for the
temporary differences arising from 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. Deferred tax is measured at the tax rates
that are expected to be applied to the temporary differences when they reverse, based on the laws that have been

16



TRAILSTONE UK LTD.
Notes to Financial Statements
Year Ended 31 December 2017

2.7

2.8

2.9

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.

A deferred tax asset is recognized to the extent that it is probable that future taxable profit will be available against
which deductible temporary differences can be utilised. Deferred tax assets are reviewed at each reporting date and
are reduced to the extent that it is no longer probabie thaf the related tax benefit wili be reafised.

Property, plant and equipment
Property, piant and equipment are stated at historicaf cost less accumulated depreciation and impairment losses.
Historical cost includes expenditure that is directly attributable to the acquisition of the asset.

The cost of repiacing part of an tem of piant and equipment in recognised in the carrying amount of the items if it is
probable the future economic benefits embodied within the part will flow to the Company and its cost can be measured
reliably. The costs of the day-to-day servicing of the plant and equipment are recognised in the profit or loss as
incurred.

Gains and losseas on disposal of an item of property, plant and equipment are determined by comparing the proceeds
from disposal with the carrying amount of property, plant and equipment and recognised net with other income in
the statement of comprehensive income. For the penod ended 31 December 2017 the Company did not recognise
any gain or loss on the disposal of property, plant and equipment (2018: $nif}

Depreciation on properly, plant and equipment is recognised in profit or 1oss on a straight line basis over their estimated
useful lives of each item of property, plant and equipment.

The estimated useful lives are as follows;

Computer equipment 3-5 years
Leasehoid improvements The remaining fife of the iease
Furniture and fixtures 7 years

Depreciation methods, useful lives and residual vaiues are reviewed, and adjusted as appropriate, at each reporting
date.

Software licenses
Intangible assets that are internally-generated are recognised , and only if, ail of the following have been
demonstrated:

The technicai feasibility of completing the intangible asset so that it will be available for use or sale;
The intention to complete the intangible asset and use or sell it;

The ability to use or sell the intangible asset;

How the intangible asset will generate probabie future economic benefits;

balb ol

The asset is valued at cost, less accumulated amortisation. Amortisation expense is recognised using the straight-
line method over the estimated useful lives of the intangible assets, beginning on the date the assets are available
for use. Certain costs associated with the development of software for internatl use have been capitalised and are
being amortised over 3 years as detailed in Note 9.

Leases
Operating lease payments are recognised as an expense on a straight-line basis over the term of the lease.

16



TRAILSTONE UK LTD.
Notes to Financial Statements
Year Ended 31 December 2017

2.10

2.11

2.12

2.13

2.14

2.15

Cash and cash equivalents
Cash and cash equivalents comprises cash balances net of outstanding cheques and bank money market deposits
with original maturities of iess than three months. Cash comprises only cash at banks.

Margin/collateral

Margin 1s composed of cash posted in support of foreign exchange activities for treasury management. Coifateral
represents cash held by counterparties with whom trading activities exist. The Company eams interest on certain
accounts.

Prepayments
Prepayments primarily consist of expenses paid in advance. These costs have been capitalised as they represent
a future economic benefit to the Company.

investments
Investments represent equity invested in subsidiaries. The equity invested is initially recognised at cost and tested
annually for possible impairment.

investments are carried at cost less any accumulated impairment.

Trade and other receivables and payables
Trade and other receivables are composed of amounts due from trading counterparties, prepayments and value-
added tax (VAT) receivable.

Trade and other payables are shown at cost plus accrued interest, if any.

Financial instruments
Financial assets and financial liabilities are recognized when the Company becomes a parly to the contractual
provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair vaiue. Fair value is determined as described in
Note 22. Transaction costs that are directly attributable to the acquisition or issue of financial assets and financial
liabiliies (other than financial assets and financial fiabilities at fair value through profit and 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 recognized immediately in profit or loss.

Financial assets and financial liabilities expected to settie within the next 12 meonths are classified as current, and
those expected to be settied beyond 12 menths are classified as noncurrent.

Financial assets

Financial assets are classified into the foliowing specified categories: financial assets at fair value through profit or
loss (FVTPL), loans and receivables and available for sale. The classification depends on the nature and purpose
of the financial assets and is determined at the time of iritial recognition. All regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets within the time frame established by regutation
or convention in the marketplace. Financial assets are classified as FVTPL when the financial assets is either held
for trading or is designated as FVTPL.

Held for trading (HF T}

A financial asset is classified as hetd for trading if it has been acquired principally for the purpose of selling it in the
near term; or on inittal recognition, it is part of a portfolio of identified financial instruments that the Company manages
together and has a recent actual pattem of short-term profit taking; or it is a derivative that is not designated and
effective as a hedging instrument.
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Afinancial asset other than a financial asset held for trading may be designated as at FVTPL upon initial recognition
if such a designation eliminates or significantly reduces a measurement or recognition inconsistency that woulkd
otherwise arise; or the financial asset forms part of a group of financial assets or financial liabiliies or both, which
is managed and its performance is evaluated on a fair value basis, in accordance with the Company's documented
risk management strategy, and information about the grouping is provided intemally on that basis; er it forms part of
a contract containing one or more embedded derivatives and IAS 39 permits the entire combined contract (asset or
fiability) to be designated as at FVTPL

Financiai assets at FVTPL are stated at fair value, with any gains or losses arising on re-measurement recognized
in profit or loss. Fair value 18 determined in the manner described in Note 22,

Loans and receivables (LAR)

Trade and other receivables that have fixed or determinable payments and that are not quoted in an active market
and margin/collateral balances are classified as loan and receivables. Loans and receivables are measured at
amortized cost using the effective interest rate method, less any impaisment, except for short-term receivabies when
recognition of interest would be imrnaterial. The effective interest method is a method of calculating the amortized
cost of a financial asset and allocating interest income over the relevant period.

Financial liabilities

Financiat liabilities are classified as either financial habilities at fair vaiue through profit or loss (FVTPL) or other
financial liabiiities. Financial liabilities are classified as FVTPL when the financial hability 1s either held for trading or
it 1s designated as FVTPL.

Held for trading (HFT)

Afinancial liability is classified as held for trading if it has been acquired 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 it 1s a derivative that is not designated
and effective as a hedging instrument.

Afinancial liability other than a financial liability heid for trading may be designated as at FVTPL upon initial recognition
if such a designation eliminates or significantly reduces a measurement or recognition inconsistency that would
otherwise arise; or the financial fiability 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 strategy, and information about the grouping is provided internalty on that basis; or it forms part of
a contract containing one or more embedded denvatives and IAS 35 permits the entire combined confract (asset or
liability) to be designated as at FVTPL.

Financial liabifities at FVTPL are stated at fair value with any gains or losses arising on re-measurement recognized
in profit or loss. Fair value is determined in the manner described in Note 22.

Other financial liabilities (FLAC)

Other financial fabilities are initially measured at fair value, net of transaction costs. Other financia! liabilities are
subsequently measured at amortized cost using the effective interest rate method, with interest expense recognized
on an effective yield basis, except for short-term payables when recognition of interest would be immaterial. The
effective interest methad is a method of calculating the amortized cost of a financial fiability and of ailocating interest
expense over the relevant period.

Offsetting of financial instruments

Financial assets and financial iabilities are offset and the amount is reported in the statement of financial position if
there is a currently enforceable iegal right to offset the recognized amounts and there is an intention to settie on a
net basis, to realize the assets and settie the liabilities simultaneously.
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Impairment of financial assets

A financial asset is considered to be impaired f objective evidence indicates that a loss event has occurred after the
initial recognition of the assets, and that the loss had a negative effect on the estimated future cash flows of that
asset that can be estimated reliably.

Objective evidence that financial assets are impaired can inciude defauit and delinquency by a counterparty or debtor,
restructuring of an amount due to the Company on terms that the Company would not consider otherwise, indications
that a counterparty or debtor will enter bankruptcy, downgrade of its credit quality, and change in payment behaviour
are objective evidence of impairment.

In assessing collective impaiment the Company uses historical trends of the probability of defauit, timing of recoveries,
and the amount of loss incurred adjusted for management’s judgement as to whether current econemic and credit
conditions are such that the actual losses are likely to be greater or less than suggested by historical trend.

Animpairment loss in respect of a financial asset measured at amortized cost is calculated as the difference between
its carrying amount and fair value. Animpairment loss in respect of an available-for-sale financial asset is calculated
by reference to its current fair value.

individually significant financial assets are tested for impairment on an individual basis The remaining financial
assets are assessed collectively in groups that share similar credit risk characteristics.

All impairment losses are recognized in profit or foss. An impaiment loss is reversed, except for available for sale
equity securities, if the reversal can be related objectively to an event occurring after the impairment {oss was
recognized.

Derecognition
A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is
primarily derecognized (i.e. removed from the Company's statement of financial position) when:

The rights to receive cash flows from the asset have expired, or the Company has transferred its rights to receive
cash flows from the asset or has assumed an obligation to pay the received cash flows in full without material delay
to a third party under a ‘pass-through' arrangement; and either (a) the Company has transferred substantially ali the
risks and rewards of the asset, or (b) the Company has netther transferred nor retained substantially all the risks
and rewards of the asset, but has transferred control of the asset.

When the Company has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, it evaluates if and to what extent it has retained the nsks and rewards of ownership. When it has neither
transferred nor retained substantially all of the risks and rewards of the asset, hor transferred control of the asset,
the Company continues to recognize the transferred asset to the extent of the Company's continuing involvement.
In that case, the Company also recognizes an associated liability. The transferred asset and the associated liability
are measured on a basis that reflects the rights and obligations that the Company has retained.

Continuing invoivement that takes the form of a guaraniee over the transferred asset is measured at the lower of
the original carrying amourt of the asset and the maximum amount of consideration that the Company could be
required to repay.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.
When an existing financial lability is replaced by another from the same lender on substantially different terms, or
the terms of an existing liability are substantally modified, such an exchange or modification is treated as a

derecognition of the onginal liability and the recognition of a new liability. and the difference in the respective carrying
amounts is recognised in the statement of comprehensive income (loss).
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2.18

2.19

2.20

Derivative financial instruments

Derivative assets and liabilities are recorded on atrade-date basis. The Company trades foreign exchange derivative
products with non exchange counterparties. Derivatives are recognized initially at fair value; attributable transaction
costs are recognized in profit or loss when incurred. Subsequent {o initial recognition, derivatives are measured at
fair value. The gain orloss on re-measurement to fair value is recognized immediately in profit or lass. Al transactons
are accounted for as derivatives in accordance with the requirements of lAS 39 “Financial Instruments: Recognition
and Measurement”.

Further details of derivative financial instruments are discliosed in Note 22.

Impairment of non-financial assets

The carrying amounts of the Company’s non-financial assets are reviewed at each reporing date to determine
whether there is any indication of impairment. If any such indication exists, or when annual impairment testing for
an asset is required, the assets’ recoverable amounts are estimated.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its farr value less
costs to sell. 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 risks specific to
the asset or cash-generating unit.

Previously recognised impairment losses are assessed at each reporting date for any indications that the loss has
decreased or no loager exists. A previously recognised impairment loss is reversed only if there has been a change
in the assumptions used to determine the recoverable amount since the last impairment loss was recognised. An
impairment loss is reversed only to the extent that the asset's carrying amount does not exceed the carrying amount
that would have heen determined, net of depreciation or amortization, f no imparment loss had been recognized.

Borrowings

Borrawings are recognized initially at fair value, net of transaction costs incurred. Borrowings are subsequently
carried at amortized cost; any difference between the proceeds (net of transaction costs) and the redemption value
is recognized in the statement of comprehensive income (loss) over the period of the borrowings using the effective
interest method.

Share capital
Ordinary shares are classified as equity. incremental costs directly attributable to the issue of ordinary shares are
recognized as a deducton from equity, net of tax effects.

Share based payments
Certain employees of the Company receive remuneration in the form of share-based payments, whereby employees
render services as consideration for equity instruments (equity-settied share-based payments).

Equity-settied share-based payments are measured at the fair value of the equity instruments at the grant date. The
fair value determined at the grant date of the equity-seftied share-based payments is expensed on a straight-line
basis over the vesting period or over the period in which the performance and/or service conditions are fulfilled,
based on the Company's estimate of equity nstruments that will eventually vest, with a corresponding increase in
equity. At the end of each reporting period, the Company revisas its estimate of the number of equity instruments
expected to vest. The impact of the revision of the original estimates, if any, is recognized in profit or loss such that
the cumulative expense reflects the revised estimate, with a corresponding adjustrent to the other capital reserves
in equity.

No share-based payment expense is recognized for awards that do not ultimately vest, except for equity-settied
share-based payments for which vesting is conditional upon a market or non-vesting condition. These are treated
as vesting irrespective of whether or not the market or non-vesting condition is satisfied, provided that all other
performance and/or service conditions are satisfied.
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When the terms of an equity-settied share-based payments are modified, the minimum share-based paymentexpense
recognized is the expense had the terms not been modified, if the original terms of the award are met. An additionat
expense is recognized for any modification that increases the total fair value of the equily-settled share-based
payments, or is otherwise beneficial to the employee as measured at the date of modification.

The Company measures the cost of equity-settled share-based payments with employees by reference to the fair
value of the equity instruments at the date at which they are granted. Estimating fair value for share-based payment
transactions requires determination of the most appropriate valuation moded, which is dependent on the terms and
conditions of the grant.

For cash-settied share-based payments, a liability is recognized for the goods or services acquired, measured initiafly
at the fair value of the liability. At the end of each reporting period until the liability is setled, and at the date of
settlement, the fair value of the liability is re-measured, with any changes in fair value recognized as share-based
payment expense in the income statement for the year.

Standards issued, but not yet effective

The standards and interpretations that are issued, but not yet effective, up to the date of issuance of the Company’s
financial statements are disclosed below. The Company intends to adopt these standards, if applicable, when they
become effective.

IFRS 9 Financial instruments

IFRS 8, issued to replace 1AS 39, covers classification and measurement of financial assets and financial liabilities,
impairment methodology and hedge accounting. The standard is applicabte for annual periods beginning on or after
1 January 2018.

The Company has performed an assessment on the three aspects of IFRS 9. This preliminary assessment is based
on currently available information and may be subject to changes arising from further detailed analyses or additional
reasonable and supportable information being made available to the Company in the future. Overall, the Company
currently expects no significant impact on its batance sheet and equity.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 was issued i May 2014 and establishes a five-step modei to account for revenue ansing from contracts
with customers. Under [FRS 15, revenue is recognized at an amount that reflects the consideration to which an entity
expects to be entitled in exchange for transferring goods or services to a customer.

The new revenue standard will supersede all current revenue recognition requirements under IFRS. Either a full
retrospective application or a modified retrospective application is required for annual periods beginning on or after
1 January 2018. Early adopticn is permitted. The Company plans to adopt the new standard on the required effective
date using the full retrospective method.

During 2017, the Company has assessed the impact of IFRS 15 on its financial statements. The assessment is
based on avaitable mformation. The Company currently expects no material impact on its balance sheet and equity.

Amendments to IFRS 10 and IAS 28: Sale or Contribution of Assats between an Investor and its Associate
or Joint Venture

The amendments address the conflict between IFRS 10 and IAS 28 in dealing with the loss of control of a subsidiary
that is soid or contributed to an associate or joint veniure.

The IASB has deferred the effective date of these amendments indefinitely. The Company wilt apply these
amendments when they become effective.
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{FRS 2 Classification and Measurement of Share-based Payment Transactions - Amendments to IFRS 2
The iASB issued amendments to IFRS 2 Share-based Payment that address three main areas: the effects of vesting
conditions on the measurement of a cash-settied share-based payment transaction; the classification of a share-
based payment transaction with net setifement features for withholding tax obligations; and accounting where a
modification to the terms and conditions of a share-based payment transaction changes its classification from cash
settled to equity setifed.

On adoption, entities are required to apply the amendments without restating prior periods. The amendments are
effective for annual periods beginning on or after 1 January 2018. The Company is assessing the potential effect of
the amendments on its financial statements.

IFRS 16 Loases

IFRS 16 was issued in January 2016 to replace IAS 17 Leases, IFRIC 4 Determining whether an Amrangement
contains a Lease, SIC-15 Operating Leases-Incentives and SIC-27 Evaltiating the Substance of Transactions
Involving the Legal Form of a Lease IFRS 16 sets out the principles for the recognition, measurement, presentation
and disclosure of leases and requires lessess to account for all leases under a single on-balance sheet medel similar
to the accounting for finance leases under IAS 17.

IFRS 16 is effective for annual periods beginning on or after 1 January 2019. Early application is permitted, but not
before an entity applies IFRS 15. In 2018, the Company will start to assess the potential effect of IFRS 16 on its
financial statements.

IFRS 17 Insurance Contracts

In May 2017, the 1ASB issued IFRS 17 insurance Contracts (IFRS 17), a comprehensive new accounting standard
for insurance contracts covering recognition and measurement, presentation and disclosure. Once effective, IFRS
17 will replace FRS 4 Insurance Conliracts (IFRS 4). IFRS 17 applies to afl types of insurance contracts (i.e., life,
non-life, direct insurance and re-insurance), regardless of the type of entities that issue them, as well as to certain
guaraniees and financial instruments with discretionary participation features.

IFRS 17 is effective for reporting pencds beginning on or after 1 January 2021, with comparative figures required
Early application is permitted, provided the entity also applies IFRS 9 and IFRS 15 on or before the date it first applies
IFRS 17. This standard is not applicable to the Company.

Transfers of Investment Property - Amendments to LAS 40
The amendments clarify when an entity shoutd transfer property, including property under construction or development
into, or out of Investrment property.

The amendments are effective for annual periods beginning on or after 1 January 2018. This standard is not applicable
to the Company

Annual Improvements 2014-2016 Cycie (issued in Dacember 2016)

These improvements include:

IFRS 1 First-time Adoption of international Financial Reporting Standards - Deletion of short-term exemptions for
first-time adopters

Short-term exemptions in paragraphs E3-E7 of IFRS 1 were deleted because they have naw served their intended
purpose, The amendment is effective from 1 January 2018, This amendment is not applicable to the Company.

IAS 28 Investments in Associates and Joint Ventures - Clanfication that measuring investees at fair value through
profft or loss is an investment-by-investment choice

The amendments clarify that an entity that is a venture capital organisation, or other qualifying entity, may elect, at
initial recognition on an investment-by-investment basis, 0 measure its investments in associates and joint ventures
at fair vaiue through profit or loss.
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it also clarifies ihat if an entity, that is not itself an investment entity, has an interest in an associate or joint venture
thatis an investment entity, the entity may, when applying the equity method, elect to retain the fair value measurement
applied by that investment entity associate or joint venture to the investment ertity associate’s or joint venture’s
interests in subsidiaries. This election is made separately for each investment entity associate or joint venture.

The amendments should be applied retrospectively and are effective from 1 January 2018. These amendments are
not applicable to the Company.

Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracis - Amendments (o IFRS 4

The amendments address concems ansing from implementing the new financial instruments standard, IFRS 9,
before implementing IFRS 17 /nsurance Contracts, which replaces IFRS 4. The amendments introduce two options
for entities issuing insurance confracts: a temporary exemption from applying IFRS 8 or an overlay approach. The
temporary exemption is first applied for reporting periods beginning on or after 1 January 2018

An enfity may elect the overfay approach when it first applies IFRS 9 and apply that approach retrospectively to
financiai assets designated on transition to IFRS 9. These amendments are not applicable to the Company.

IFRIC interpretation 22 Forejgn Cutrency Transactions and Advance Consideration

The Interpretation clarifies that, in determining the spot exchange rate to use on initial recognition of the related
asset, expense or income (or part of it) on the derecognition of a non-monetary asset or non-monetary hability relating
to advance consideration, the date of the transaction is the date on which an entity initially recognises the non-
monetary asset or non-monetary liabiiity arising from the advance consideration If there are multiple payments or
receipts in advance, then the entity must determine the transaction date for each payment or receipt of advance
consideration. The Interpretation is effective for annual periods beginning on or after 1 January 2018. However, since
the companies current practice is in line with the Interpretation, the Company does not expect any effect on ds
financial statements.

IFRIC Interpretation 23 Uncertainty over Income Tax Treatment

The Interpretation addresses the accounting for income taxes when tax treatments invoive uncertainty that affects
the application of IAS 12 and does not apply to taxes or levies outside the scope of IAS 12, nor does it specificatly
include requirements relating to interest and penaities associated with uncertain tax treatments An entity must
determine whether to consider each uncertain tax treatment separately or together with one or more other uncertain
tax treatments. The approach that better predicts the resolution of the uncertanty should be followed. The
interpretation is effective for annual reporting periods beginning on or after 1 January 2019. The Company will apply
interpretation from its effective date. Since the Company operates in a complex multinational tax environment,
applying the Interpretation may affect its financial staternents and the required disclosures.

3 Employees and Diractors
2017 2016
$ $
Wages and salaries 16,910,882 16,938,311
Social security costs 2,927 948 2,323,887
19,838,630 19,262,198

The average number of people employed dunng the period was 85 (2016 72).

The total aggregate Director's remuneration for qualfying services for the period was $391,531 (2016: $383,105).
The highest paid Director was paid total remuneration for qualifying services of $255,286(2016: $201,489).
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Net realised and change in unrealised gains and losses from trading activities

Results from trading activities include the gross settiements of physical contracts, physical forward and swap
agreements as wel as agreements for foreign exchange and interest rates and options. Additionally, it includes the
cash settiements from economic hedges and mark to market movements of derivatives.

The following is a summary of net realised and change in unrealised gains and losses from trading activities at:

2017 2016
S $
Net change in fair value of derivative financial
assets and liabilities at fair value through income statement (413,410) (655,638)
Realized gain (loss) on derivative financial assets and liabilities (1,544,449) 919,736
Brokerage, commissions and trading fees —_ {4,840)
(1,957,859) 259,258
Finance income / {costs)
2017 2016
$ L]
Finance income:
interest income - related parties 628,168 9,457
interest income - other 41,025 —_
669,193 9,457
Finance cost:
Interest expense - ultimate parent — 55,642
Interest expense - related parties — 5,111
Interest expense - Structuring costs 867,963 788,759
867,963 849,512
Net finance income/{costs) (198,770) (840,055)

24



TRAILSTONE UK LTD.
Notes to Financial Statements
Year Ended 31 December 2017

6 Loss before income tax

The loss before income tax is stated after charging/(crediting) the following:

2017 2016
$ $
Operating lease costs 1,140,234 878,374
Depreciation of tangible fixed assets 1,342 444 1,303,480
Amortisation of software and licences 526,473 392,340
Impaiment loss on investments 33,592,707 7,917 456
Share based payments 30,755 31,616
IT expenses 2,813,077 1,359,737
Communication and market data costs 2,645 285 2,520,136
VAT expense / (refund) 493 464 (74,372}
Foreign exchange loss 1,041,019 369,164

Fees in the amount of $538,653 (2016. $510,007) were paid to the auditor during the peried for the provision of
the following services:

2017 2016
$ $
Tax advisory 274,023 187,607
Auditors remuneration 23,500 20,000
Auditors remuneration (Group) 241,130 303,000
538,653 510,007
Income Tax
da) Analysis of tax charge for the period:
2017 2016
$ $
Tax expense
Current year (credit) / charge — 104,367

Total tax charge is calculated at an effective rate of 19.25% (20186: 20%) for the loss for the year. The
rate reduced on 1 Apni 2017 from 20% to 19%, and is due to reduce further to 17% with effect from 1
April 2020 as enacted by Finance Act 2016.

b) Reconciliation of effective tax rate:
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Loss on ordinary activities before taxation

Tax at 19.25% (2016: 20%)
Permanent differences
impairment loss on investment
Other
Group relief surrendered for nil payment
Deferred tax not recognised
Cther adjustments

Totat tax charge / (credit)

2017 2016
$ 5
(80,982,544, (25,978,648}
(15,589,140) (5,195,730}
6,466,597 1,583,491
172,477 50,674
13,075 —_
8,936,991 3,561,565
— 104,367
— 104,367

No provision has been made for a deferred tax asset due to the uncedainty of the future profit stream of the Company.

8 Property, Plant and Equipment

Cost
At 1 January 2017
Additions

At 31 December 2017

Accumuiated Depreciation
At 1 January 2017
Charge for year

At 31 December 2017

Net book value
At 31 December 2016
At 31 December 2017

Leasehold Furniture Computer
improvements and fixtures equipment Total

$ $ $ $
481,533 73754 4,124,164 4,679,451
— 14,136 550,304 564,440
481,533 87,880 4,674,468 5,243 891
140,638 20,685 2,205,708 2,367,031
34376 14,375 1,203,693 1,342,444
175,014 35,060 3,499,401 3,709,475
340,895 53,069 1,918,456 2,312,420
306,519 52,830 1,175,067 1,534,416
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Intangible Assets

Software

licences

$

Cost
At 1 January 2017 1,562,942
Additions 165,561
At 31 December 2017 1,728,503
Amortisation
At 1 January 2017 534,945
Charge for the year 526,473

At 31 December 2017

1,061,418

Net book value
At 31 December 2016 1,027,997
At 31 December 2017 667,085
Investments
Investment in
subsidiaries
$

Cost
At 1 January 2017 80 218,426
Additions 6,134,250
At 31 December 2017 86,352 676
AMOUNTS PROVIDED
At 1 January 2017 33,637,347
Impairment 33,592,707
At 31 December 2017 67,230,054
NET BOOK VALUE
At 31 Becember 2016 46,581,079
At 31 December 2017 18,122,622
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The Company's investments at the statement of financial position date in the share capital of companies inciude
the following:

TrailStone GmbH

Country of incorparation” Germany
Nature of business: European power & gas
%
Ciass of shares: holding
Ordinary 100.00
2017 2016
$ $
Aggregate capital and reserves 14,084,152 12,181,768
Loss for the year (5,480,780) (6.962,523)
TraitStone Australia Pty Limited
Country of incorporation: Australia
Nature of business: Metals & mining
%
Class of shares. holding
Ordinary 100.00
2017 2016
$ s
Aggregate capital and reserves 276,604 544,328
Profit for the year 24,580 152,499
TrailStone UK Il Lid
Country of incorporation; United Kingdom
Nature of business: Hoiding company
%
Class of shares: holding
Ordinary 100.00
2017 2018
$ $
Aggregate capital and reserves 4721048 33,699 249
Profit for the year (28,978,200) 6,324
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TrailStone Energy LLC

Country of incorporation: tkraine
Nature of business: Gas trading
%
Class of shares: holding
Qrdinary 99.00
2017 2016
$ $
Aggregate capital and reserves 77,719 26,189
Loss for the year {143,469) {50,605)

Impairment of investment

The impairment of investment in 2617 relates to the investment in TrailStone GmbH and Traistone UK |i Ltd. As at
the bajance sheet date the losses incurred by these subsidiaries were considered a trigger of possible impaiment.
Management does not intend to sell the investment and therefore has estimated the value i use as the net asset
value.

in light of the performance of the subsidiary for the year ended 31 December 2017 and for the period post balance
sheet date it is not evident that forecasted future cash flows that were originally envisaged are likely to materialise.
it was therefore considered necessary to impair the investment to the net asset value at 31 December 2017 and
2016.

The impairment expense is reflected as ‘impairment loss on investments’ in the income statement.
Investment in associate

On 30 October 2015, TrailStone UK LTD. acquired 49% of the shares of Energy2Market GmbH (E2M). E2M's
principal piace of business is Leipzig, Germany. The total consideration for the shares was $3,666,790 including
transactions cost. $8,320,240 was paid out on transaction date and a security hold-back of $882 438 was paid in
November 2017.

On 3 November 2017, E2M performed an equity raise and accordingly the investment arnount increased by
$464,379 on 15 November 2017 to maintain the holding at 49%.

The Company classifies its investment in E2M as an associate using the equity method of accounting because, in
management's judgement, the Company has significant influence over E2M. The Company's investment in E2M
is a foreign operation, the functional currency of which is the Euro

For 2017, E2M generated a loss of $800,580 (2016: $137,217 profit). After the goodwill and fair vakie adjustments
for 2017 a ioss of $588,500 {2016 $186,882 ioss) is allocated to the Company.

The table below provides summarized German GAAP financial information for E2M. The information disclosed

reflects the amounts presented in their German GAAP financial statements, and not the Company's share of
those amounts.
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Summarized German GAAP financial information 2017 2016
$ '000 $ ‘000
Current assefs 42 858 30,467
Non-current assets 2,052 1,562
Current liabilities 39,110 36,189
Non-current liabilities 306 256
Revenue 345381 277,236
Profit from continuing from continuing operations (748) 137
Other comprehensive income - -
Total comprehensive income {748) 137
Reconciliation to carrying amounts
Opening net assets 4,758 4,674
Profit for the period (801) 84
Capitat Contributions 948 —_
Closing net assets 4,905 4,758
Share in % 49% 49%
Share in § 2,403 2,331
Goodwill, fair value adjustments and other comprehensive income 7,904 6,826
Carrying amount 10,307 9,157
12 Trade and other receivables
2017 2016
$ $
VAT 119,009 464 912
Prepayments 1,920,904 1,081,965
Deferred financing costs 437 206 437,776
Cther trade receivables 346,282 —
2,823,401 1,994 653

Trade and other receivables reflect the amount the Company is owed from market participants. Al trade and other
receivables are neither past due nor impaired, and there are no indicators for an impairment need.
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Margin / Collateral
Margin / Collateral deposit
2017 2016
$ S
Collaterat deposit 1,930,000 480,000
Total coliateral deposit 1,930,000 480,000

Collateral consists of amounts paid in order to OTC counterparties.

Margin / Collateral held

On 31 December 2017 the Company held nil collateral {2016: $280,000). Collateral held consists of amounts paid
by OTC counterparties in order to trade with the Company.

Notes issued - related parties

2017 2018
$ s
Notes issued - TraiiStone UK If Ltd - 1,435,050
— 1,435,050

TrailStone UK i Ltd. is a direct subsidiary of the Company. During 2017, the company advanced a further $7, 227,919
(A% 9,500,000). Theunpaid balance accrued interest income at a rate of 10% per annum and amounted to $631,545
(2016: $5,111) for the year. The note and all accrued interest was repaid on 19 December 2017.

Calied up share capital

As of 31 December 2017, the Company has authorized an issuance of 65,264 (2016: 65,264) shares of common
stock with a £1 par value. The issued and fully paid shares as of 31 December, 2017 are disclosed in the following
tabie:

2017 Issued in year 2016
$ $ 5
Shares issued and fully paid, with £1 par value 98,521 —— 98,521
Additional paid-in capital 146,924 653 — 145,924,653
147,023,174 — 147,023,174
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The hoiders of ordinary shares are entitied to receive dividends as declared from time tc time and are entitled to one
vote per share at meetings of the Company. All shares rank equally with regard to the Company’s residual assets.

Capital contributions
During the year, there were no additicnal contributions (2016: $2,260,860). In 2016, the Company received $2 in
exchange for 2 shares with par value of £1 and $2,260,858 in additional paid-in-capital.

Capital management
The Company defines capital as the total equity of the Caompany. The Company’s primary objectives when managing
capital are to achieve sustainable growth and ensure that the Company has adequate capital to fund its operations.

The Directors regularly assesses and quantifies the potentiat capital requirements of the Company in order to ensure
the Company has adequate capital. The process of aliocating capitatto specific operations and activities is undertaken
by the Directors.

The Company has access to committed capital from the Parent company to be used for investments.

Reserves
Accumutated
Other other
Retained capital comprehensive
earnings reserves income (foss) Total
$ $ $ $
At 1 January 2017 {86,120,734) 111,242 {443 659) (86,453,151)
Loss for the period (80,982 544) _ —_ {80,982,544)
Share based payments —_ 30,755 — 30,755
Cumudative translation adjustment — — 1,274,598 1,274,598
At 31 December 2017 (167,103,278) 141,897 830,932 (166,130,342)
Share-baged payments

The Company does not operate its own share-based payment scheme. A share-based payment scheme is operated
by the uttimate parent cornpany and TrailStone L. P., arelated company to the ultimate parent company. Inaccordance
with the terms of the scheme, cerfain members of management and employees of the Group may be granted restricted
profit units and such awards are subject to vesting conditions The vesting of these awards will be accelerated upon
the occurrence of certain liquidation or approved sales events based on the terms of the awards For the year ended
31 December 2017, restricted profit units have been issued by both the ultimate parent company and TrailStone L. P.
in Series B and Series C as detailed below Share-based payment expense was $30,755 (2016: $31,616) for equity-
settled share-based payments for the year ended 31 December 2017,

Employee awards in the form of Series B and Series C shares are avaiiable to employees who have evidenced a
consistent level of performance and who are contributing to the long-term success of the TrailStone Group of
companies (TSG).

The shares, once issued, will entitle the holders to an economic, but not a management and control interest, in TSG.

Distributions to Series B and C shareholders will be at the discretion of the Board. In the event that a SeriesBorC
shareholder leaves the Company, TSG is required to re-purchase any vested shares at fair market vaiue.

32



TRAILSTONE UK LTD.
Notes to Financial Statements
Year Ended 31 December 2017

18

19

As of 31 December 2017, management has concluded that the probability of empioyees holding Series B or C shares
leaving the company subsequent to the shares vesting, is low, and has therefore treated Series B and C options as
equity instruments.

Movements during the year

Buring the year ended 31 December 2017, 10 Series B profit units and 450 Series C profit units in TSG were granted
to certain members of management and empioyees of the Group. The weighted average fair value of the Series B
profit units was $2,259 at grant date and the weighted average fair value of the Series C profit units was $23 at grant
date. The Series B and Senes C profit units are accounted for as equity awards. There are no cash settiement
aiternatives. The Group does not have a past practice of cash settement for these shares.

The fair value of each Series B and Series C profit units granted were measured at the grant date using the Black-
Scholes option-pricing model, taking into account the terms and conditions upen which the Series B and Series C
profit units were granted. Performance condition is only considered m determining the number of instruments that
will ultmately vest. Expected dividends were not incorporated into the valuation of the profit units.

There were no cancellations or modifications fo the awards in 2017 or 2016.

Trade and other payables
2017 2016
$ $
Trade creditors 469 815 589,907
Accruals and deferred income 3,733,378 6.442 865
4,203,193 7,032,772

Trade creditors and accruals reflect the amount the Company owes to vendors and empioyees.

Notes payabie - related parties

On 31 December 2015 the Company had received a loan from TrajlStone (Cayman) L.P. in the amount of $6 million.
The loan had a maturity date of 31 December 2016, accrued interest and was included in notes payable - refated
parties in the statement of financial position. The related finance costs for 2016 are included as interest expense -
uitimate parent in the net finance costs in the accompanying income statement. The note and afl the accrued interest
was repaid on 16 December 2016.

Related Party Transactions

The foliowing table provides the total amount of transactions that have been entered into with related parties for the
refevant financial year.
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2017 2016
$ $
Amounts owed by related parties
TraiiStone GmbH 25,920,158 36,765,140
TrailStone UK Il Limited 447 902 504,227
TrailStone Management Corporation 17,484 —
TrailStone Commaodity Trading UK Limited — 4,535,147
TrailStone Netherlands | Cooperatief UA 416,416 95,350
26,801,960 41,899,864
2017 2016
$ $
Amounts due to related parties
TraiiStone Management Corporation — 4,930,000
TraiStone LLP 311,847 50,000
TraiiStone Australia Pty Limited 14,000 193,071
TraiiStone Commodity Trading UK Limited 459,187 -
TrailStone (Cayman) L.P. 79,654,000 35,000,000
80,439,034 40,173,071
2017 2016
$ $
Service fee - related parties
TraiiStone GmbH (15,018,627) 4,265,140
TrailStone Management Corporation (6,157,000) (7,930,000)
TrailStone Australia Pty Limited {88,000) {1,032,000)
TrailStone LLP (1,068,974) (1,010,000)
TrailStone Commedity Trading UK Limited 11,305,666 18,761,735
(11,027,935} 13,054,875

The Company engages in cerain transactions with related parties, TrailStone Management Comp (“TSMC"), TraiiStone
Commodity Trading UK Limited (‘TS CT UKL"}, TrailStone GmbH ("'TS GmbH"), TrailStone Australia Pty Limited (*TS Aus”)
and TrailSfone LLP (TS LLP). TSMC, TS Aus and TS LLP provide key management and technical services to the Company
and the Company provides trading services to TS CT UKL. The charges for these services are caiculated on a cost-plus
basis. The Company also has transfer pricing arrangements in place with TS GmbH regarding the use of shared economic
resources and the residual profit-split method is used to calculate the related charges between the companies. All the
aforementioned charges are included in “General and administrative expenses” in the Statement of Loss and the “Due to
and receivable from reiated parties” in the statement of financial position The Company intends to repay the outstanding
intercompany balance from future profits.

The Company also entered into derivative fransactions with TrailStone Netherlands | Cooperatief UA. The net realised and
unrealised ioss recognised from these trades was $4 681(2016 (profit) - $2,663,486).
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Financial risk management

Financial instruments
The following table provides an analysis of the carrying amounts and fair values of the Group’s financial instruments
by class and category:

Carrying amount Fair value
2017 2016 2017 2018
$ $ $ $

Flnancial assets

Trade and other receivables LAR 2,823,401 1.994 653 2823407 1,994,653
Cash and cash equivaients LAR 715702 967,810 715,702 967,810
Amounts due from related parties LAR 26,801,960 41,894,753 26,801,960 41,894,753
Notes issuved - related parbes LAR — 1,440,151 — 1,440 161
Cofateral and margin deposis LAR 1,934,000 480,000 1,930,000 480,000
Cther pon-current assets LAR 1,640,441 1.550 477 1,640 441 1,550,477
Cerivalive assets HFT — 3,337,167 — 3,337,167
Total 33,911,504 51,665,021 33,911,504 51,665,021
Financial Babilities

Trade and other payables FLAC 459,815 589,907 469,815 589 907
Amounts due to reiated parties FLAC 80,439,034 40,173,071 80.439,034 40,173,671
Accrued and other habilities FLAC 3,773,378 6,442 865 3,773,378 6,442 865
Coitaterat and margin held FLAC — 280,000 — 280,000
Denvatve liabiities HFT 110,863 2,695,891 110,863 2,695,891
Total 84,793,000 50,181,734 84,783,090 50,181,734
L.oans and receivables LAR 33,811,504 48,327,854 33,811,504 48,327,854
Heid for trading assats HFT {110.863) 641,276 {110,863} 641,276
Financial lfabilibes measured at amortised cost FLAC 84 682 227 47 485,843 84,682,227 47 485 843

Risk management

The most important risks that the Company is exposed to are credit risk, commodity price risk, foreign currency risk
and liguidity risk The Company has formal risk management policies and guidelines that set out its overall business
strategies, its tolerance of risk and general risk management philosophy, and has established processes {o monitor
and control its exposure to such risks in a timely manner. The Company reviews its risk management processes
reguiarly to ensure the Company’s policy guidelines are adhered to.

Credit risk

Credit risk relates to the risk of loss resuiting from the non-performance or non-payment by the Company's
counterparties reiated to their contractual obligations with the Company. Risks surrounding counterparty performance
and credit could ultimately impact the amount and timing of expected cash flows. The Company had limited credit
risk exposure due to the fact that most of its trading activity in 2017 was carried out with established banks with good
credit ratings. Management has a credit policy in place and the exposure to credit risk is monitored on an ongoing
basis.

The maximum exposure to credit risk is represented by the carrying amount of each financial asset in the statements
of financial position.
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The Company reviews each new counterparty with which it contemplates trading for credit worthiness before posting
coliateral. Limits are established for each counterparty.

Foreign cummrency risk

The following table demonstrates the sensitivity to a possible change in GBP, EUR and AUD exchange rates, with
all other variabies held constant. The impact on the Company’s loss before taxation is due to changes in the fair
value of monetary assets and liabilities. The Company's exposure to foreign currency changes for alt other currencies
is deemed not to be material,

Effect on loss before taxation Effect on ioss before taxation
Currency Currency name December 31, 2017 December 31, 2016
+10% “A10% +10% 10%
$ $ $ s
GBP British Pound (127.676) 127,676 (360,166) 360,166
AUD Australian Dollar 316,074 (316,074) {2,664 ,401) 2,664,401
EUR Euro {987 ,408) 987,408 (1,183,473) 1,183,473

Liquidity nisk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they become due. An
unmatched position of assets and liabilities potentially enhances profitability, but can also increase the risk of iosses.
The Company manages this risk by closely menitoring its current assets to current liabilities ratio and having adequate
amount of credit facilities.

The following tables detail the Company's remaming expected maturity for its derivative and nen-derivative financial
assetls and the contractual maturity for its derivative and non-derivative financial liabilities. The tables are based on
the undiscounted cash flows of financial assets and liabilhes as foliows:

Financial Assets — Based on the undiscounted contractual maturities of the financial assets, except where the
Company anticipates that the cash flow will occur in a different period

Financial Liabilities — Based on the earliest date on which the Company can be required to repay.

2017in$
Greater than
1 year or less 1-5 years 5 years Total

Financial liabilities:

Amounts owed to group undertakings 80,439,034 — -— 80,439,034
Accrued and other fiabilities 3,733,379 — —— 3,733.379
Trade and cther payables 469,814 — — 469,814
Derivative liabilities 18,668,523 — — 18,668,523
Total 103,310,750 — — 103,310,750
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Financial liabilities:

Amounts owed to group underiakings

Accrued and ather liabilities
Trade and other payables
Collateral and margin held
Derivative liabilities

Total

2016in $
Greater than
1 year or less 1-5 years 5 years Total
40,173,071 -— - 40,173,071
6,442,865 — —_ 6,442 865
589,907 _— —_ 589,907
280,000 280,000
178,431,382 — 178,431,382
225917,225 —_— — 225,917,225

To the extent possible, settiements with counterparties are done via neting agreements.

Offsetting of financial instruments
Financial assets and liabilities are offset and the net amount reported in the statement of financial position where
the Company currently has a legally enforceable nght to set-off the recognised amounts and there is an intention to
settie on a net basis or realise the asset and settle the jiability simuitaneously In the normai course of business, the
Company enters intc various netting agreements or other similar arrangements that do not meet the criteria for
offsetting in the statement of financial position but still alow for the related amounts to be set-off in certain
circumstances, such as bankruptcy or the termination of the contracts.

The following table presents the recognised financiatl instruments that are offset, or subject to enforceable netting
arrangements or other similar agreements but not offset, as of December 31, 2017 and shows in the ‘Net’ column
what the net impact would be on the Company’s statement of financial position if all set-off rights were exercised.

Financial assets
Derivative assets
Trade and other receivables
Due from reilated parties

Total

Financial liabilities
Derivative liabilities
Trade and other payabies
Due to related parties

Total

2017in$
Amounts Offset
Net
Gross Amounts Amounts

Gross Offset Presented Not Offset Net
18,557,660 (18,557 660} -_— —_ —
2,823,401 — 2,823 401 — 2,823,401
26,496,361 — 26,496,361 — 26,496,361
47877422 {18,557 660) 29,319,762 —_ 29,319,762
18,668,523 (18,557,660} 110,863 — 110,863
4,203,193 — 4,203,193 — 4,203,193
80,439,034 — 80,439,034 — 80,439,034
103,310,750 (18,557,660) 84,753,090 — 84,753,090
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2016 in $
Amounts Offset
Net
Gross Amounts Amounts
Gross Offset Presented Not Offset Net

Financial assets

Derivative assets 123,571,476 (120,233,604) 3,337,872 _— 3,337,872

Trade and other receivables 1,994 653 —_ 1,994 653 — 1,994 653

Due from related parties 41,894,753 —_ 41,894,753 — 41,894,753
Total 167,460,882 (120,233,604} 47,227.278 — 47 227,278
Financial liabilities

Derivative liabilities 122,929,495 (120,233,604) 2,695,891 —_ 2,695,891

Trade and other payables 7,032,772 — 7,032,772 —_ 7,032,772

Due to related parties 40,173,071 — 40,173,071 — 40,173,071
Total 170,135,338 (120,233,604) 49,901,734 — 49.901,734

Determination of fair value

A number of the Company's accounting policies and disclosures required the determination of fair value, for both
financiat and non-financial assets and kabilities. 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.

The fair value measurement is based on the presumption that the transaction to sell the asset or transfer the liabilify
takes place either:

- In the principal market for the asset or liability
or
- In the absence of a principal market, in the most advantageous market for the asset or liability

The principal or the most advantageous market must be accessible by the Company. Fair values have been
determined for measurement and/or disclosure purposes based on the following methods. When applicable, further
information about the assumptions made in determining fair values is disclosed in the notes specific to the asset or
liability.

{a) Cash and cash equivalents, trade receivables, due to/from related parties, , margin/collateral, trade
and other payabies, and loans and borrowings:
Carrying value approximates fair value due to the liquid nature of the assets and liabilities, as they are due on
demand and bear interest at market rates.

(b) Derivative financial assets and derivative financial liabilities
Qutstanding commodity contracts, futures and forward commodity contracts and commodity swap contracts
are measured at their fair values using the published forward prices or broker quotes as of the reporting date,
usihg the remaining contracted gas and power volumes.
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Fair vaiue hierarchy
The table below analyses financial instruments carried at fair value, by valuation method The different levels have
been defined as follows:

Level 1 —quoted prices (unadjusted) are available in active markets for identical assets or liabilities as of the reporting
date. Active markets are those in which transactions for the assets and liabifities occur with sufficient frequency and
volume to provide pricing information on an ongoing basis. The Company categorises all exchange traded derivatives
in Level 1 of the fair value hierarchy and uses exchange provided quotes for its positions valuation,

Level 2 - pricing inputs include quoted prices for similar assets or liabilities in active markets, and inputs other than
quoted prices that are observable for the asset or liability, directly or indirectly, for substantially the full term of the
financial instrument. The Company categorises all of its swaps in Leve! 2. The Company uses third-party broker
quotes, industry pricing services and exchange traded curves for its positions valuation.

Level 3 —inputs are uhobservable inputs for the assets or liabitities. These inputs reflect the Company's own estimate
about the assumptions that market participants would use in pricing the assets or liabilities.

For assets and liabilities that are recognised in the financial statements on a recufring basis, the Company determines
whether transfers have occutred between Levels in the hierarchy by re-assessing categorisation (based on the fowest
input that is significant to the fair value measurement as a whole) at the end of each reporting period.

2017 in$
Level 1 Level 2 Levei 3 Total
Derivative financial fiabilities
OTC FX —_ 110,863 —_ 110,863
Total — 410,863 —_ 110,863
2016in $§
Level 1 Level 2 Level 3 Total
Derivative financial assets
QTC FX — 3,235,577 — 3.235,577
OTC swaps,forwards and options —_ 102,295 —_— 102,295
Total — 3,337,872 — 3,337,872
Derivative financial liabilities
OTC FX _— 2,594,301 —_— 2,594 301
OTC swaps,forwards and oplions —_ 102,295 — 102,295
Total - 2,696,596 _ 2,696,596

During the reporting periods there were no transfers between Level 1 and Level 2.
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23 Other financial commitments
Operating lease commitments

As of 31 December 2017, the Company has commitments for future minimum lease payments in respect of non-
canceliable operating leases with a term of more than one year as foliows:

2017 2016
$ $
Not fater than 1 year 1,257,348 907,199
Later than 1 year and not longer than 5 years 3,772,043 3,970,132
Later than 5 years 5,029,330 6,616,887
10,058,781 11,494 218

The office space lease expense under operating lease was $1,140,234 in 2017 (2016:3878,374) The office space
lease expenses are recognised as an expense in the income statement.

24 Subsequent events

The Company evaluated subseguent events through to 03 August 2018, there were no events subsequent to 31
December 2017 that would matenally affect these financial statements.
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