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The Cayman Islands Stock Exchange Ltd.

STATEMENT OF RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

These financial statements have been prepared by The Cayman Islands Stock Exchange Ltd.
(the “Company”) in accordance with the provisions of the Public Management and Finance Law (2018
Revision).

We accept responsibility for the accuracy and integrity of the financial information in these financial
statements and their compliance with the Public Management and Finance Law (2018 Revision).

As Chairman and Chief Executive Officer, we are responsible for establishing; and have established
and maintain a system of internal controls designed to provide reasonable assurance that the
transactions recorded in the financial statements are authorised by law, and properly reflect the
financial transactions of the Company.

As Chairman and Chief Executive Officer we are responsible for the preparation of the Company’s
financial statements and for the judgements made in them.

The financial statements fairly present the statements of comprehensive income, financial position,
changes in shareholder’s equity, and cash flows, as well as the explanatory information, for the year
ended 31 December 2019.

To the best of our knowledge we represent that these financial statements:

(a) are complete and reliably reflect the financial transactions of the Company for the year ended 31
December 2019;

(b) fairly reflect the financial position as at 31 December 2019 and performance for the year ended
31 December 2019;

(c) comply with International Financial Reporting Standards under the responsibility of the
International Accounting Standards Board.

The Office of the Auditor General and its agent jointly conducted an independent audit and expressed
an opinion on the accompanying financial statements. The Office of the Auditor General and its agent
have been provided access to all the information necessary to conduct an audit in accordance with
International Standards on Auditing.

Anthony Travers Marco S. Archer

Chairman Chief Executive Officer

The Cayman Islands Stock Exchange Ltd. The Cayman Islands Stock Exchange Ltd.
30 April 2020 30 April 2020
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General

CAYMAN ISLANDS

AUDITOR GENERAL’S REPORT

To the Council of The Cayman Islands Stock Exchange Ltd.

Opinion

| have audited the financial statements of The Cayman Islands Stock Exchange Ltd. (the “Stock Exchange”),
which comprise the statement of financial position as at 31 December 2019 and the statement of
comprehensive income, statement of changes in shareholder's equity and statement of cash flows for the
year ended 31 December 2019, and notes to the financial statements, including a summary of significant
accounting policies as set out on pages 8 to 25.

In my opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Stock Exchange as at 31 December 2019 and its financial performance and its cash flows for
year ended 31 December 2019 in accordance with International Financial Reporting Standards.

Basis for Opinion

| conducted my audit in accordance with International Standards on Auditing (ISAs). My responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of my report. | am independent of the Stock Exchange in accordance with the
International Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA
Code), together with the ethical requirements that are relevant to my audit of the financial statements in
the Cayman Islands, and | have fulfilled my other ethical responsibilities in accordance with these
requirements and the IESBA Code. | believe that the audit evidence | have obtained is sufficient and
appropriate to provide a basis for my opinion. In rendering my audit opinion on the financial statements
of the Stock Exchange, | have relied on the work carried out on my behalf by a public accounting firm who
performed their work in accordance with International Standards on Auditing.

Responsibilities of Management and Those Charged with Governance for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standards and for such internal control as management
determines 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, management is responsible for assessing the Stock Exchange’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 management either intends to liquidate the Stock Exchange
or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Stock Exchange’s financial reporting
process.



AUDITOR GENERAL’S REPORT (continued)

Auditor’s Responsibilities for the Audit of the Financial Statements

My 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 auditor’s report that
includes my opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs 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.

As part of an audit in accordance with ISAs, | exercise professional judgment and maintain professional
skepticism throughout the audit. | also:

e Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for my opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Stock Exchange ’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Stock Exchange’s ability to continue as
a going concern. If | conclude that a material uncertainty exists, | am required to draw attention in
my auditor’s report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify my opinion. My conclusions are based on the audit evidence obtained up to
the date of my auditor’s report. However, future events or conditions may cause the Stock
Exchange to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including
disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

| have undertaken the audit in accordance with the provisions of Section 60(1)(a) of the Public
Management and Finance Law (2018 Revision). | communicate with those charged with governance
regarding, among other matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that I identify during my audit.

Sue Winspear, CPFE 30 April 2020
Auditor General Cayman Islands



THE CAYMAN ISLANDS STOCK EXCHANGE LTD.

Statement of Comprehensive Income
for the year ended 31 December 2019

(expressed in Cayman Islands dollars )

Year ended Year ended
Note 31 December 31 December
- 2019 2018
Revenues
Operations 3 S 2,796,221 S 2,382,619
CusIpP 3 350,878 373,756
Miscellaneous 14,771 7,218
Interest 3,789 1,964
3,165,659 2,765,557
Operating expenses
Personnel 11,12 977,460 778,416
Legal and professional fees 146,388 353,530
License fee 152,347 146,747
Impairment allowances 7 72,172 119,957
Marketing, travel and subsistence 13 78,032 94,001
Lease of office 5 73,485 87,655
CUsIP 76,746 67,312
Memberships, subscriptions and publications 49,249 51,544
Utilities 57,475 48,108
Technology 79,554 31,754
Bloomberg terminals 21,590 21,096
Depreciation 4,8 69,428 17,263
Amortisation 1,312 13,554
Other office and miscellaneous 66,994 11,130
Lease finance charges 8 8,807 -
Printing, postage, courier and stationery 6,761 7,073
Disaster recovery 4,794 6,403
Insurance 6,923 2,219
Training 1,862 -
1,951,379 1,857,762
Net income and comprehensive income S 1,214,280 S 907,795

See notes to financial statements



THE CAYMAN ISLANDS STOCK EXCHANGE LTD.

Statement of Financial Position
for the year ended 31 December 2019

(expressed in Cayman Islands dollars )

Current assets
Cash and cash equivalents

Trade receivables (net of impairment allowances:

$202,293 (2018: $234,260))
Prepayments and other receivables

Total current assets

Non-current assets
Property, plant and equipment
Right-of-use assets
Intangible assets

Total non-current assets

Total assets

Current liabilities
Accounts payable and accrued liabilities
Contract liabilities
Lease liabilities

Total current liabilities

Non-current liabilities
Contract liabilities
Lease liabilities
Total non-current liabilities
Total liabilities

Shareholder's equity
Share capital
Additional paid-in capital
Retained earnings

Total shareholder's equity

Total liabilities and shareholder's equity

31 December 2019

31 December 2018

S 4,362,760 S 2,922,765
494,867 787,795

157,106 66,994

5,014,733 3,777,554

512,916 70,048

548,881 -

2,187 3,499

1,063,984 73,547

S 6,078,717 S 3,851,101
292,282 226,606

144,234 39,255

45,690 -

482,206 265,861

1,007,241 579,635

507,662 -

1,514,903 579,635
1,997,109 845,496

100,000 100,000

71,926 71,926

3,909,682 2,833,679
4,081,608 3,005,605

S 6,078,717 S 3,851,101

See notes to financial statements



THE CAYMAN ISLANDS STOCK EXCHANGE LTD.
Statement of Changes in Shareholder's Equity

for the year ended 31 December 2019

(expressed in Cayman Islands dollars )

Balance at 31 December 2017
Effect of changes in accounting policy
related to IFRS 9

Net income and comprehensive income
for the year

Dividends

Balance at 31 December 2018

Net income and comprehensive income
for the year

Dividends
Balance at 31 December 2019

Total

Additional Retained shareholder's

Note Share capital paid-in capital earnings equity
S 100,000 S 71,926 S 2,838,842 3,010,768

- - (92,958) (92,958)

- - 907,795 907,795

9 - - (820,000) (820,000)
100,000 71,926 2,833,679 3,005,605

- - 1,214,280 1,214,280

9 - - (138,277) (138,277)
S 100,000 S 71,926 $ 3,909,682 S 4,081,608

See notes to financial statements



THE CAYMAN ISLANDS STOCK EXCHANGE LTD.

Statement of Cash Flows
for the year ended 31 December 2019

(expressed in Cayman Islands dollars )

Cash provided by/(used in):
Operating activities
Net income and comprehensive income for the year
Adjustments for items not affecting cash:
(Decrease)/Increase in impairment allowances
Amortisation

Depreciation

Changes in operating assets and liabilities:
Decrease/(Increase) in accounts receivable
Increase/(Decrease) in accounts payable and

accrued liabilities
Increase in contract liabilities
(Increase) in prepayments and other receivables
Net cash provided by operating activities
Investing activities
Purchase of property, plant and equipment

Cash used in investing activities

Financing activities
Principal payment of lease liability
Dividends paid

Cash used in financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Supplementary information on cash flow from operating activities

Lease finance charges paid

Interest received

Year ended Year ended
31 December 2019 December 31, 2018
S 1,214,280 S 907,795
(31,967) 117,781
1,312 13,554
69,428 17,263
1,253,053 1,056,393
324,895 (551,636)
65,675 (20,702)
532,585 618,890
(90,111) (41,148)
2,086,097 1,061,797
(493,369) (57,987)
(493,369) (57,987)
(14,456) -
(138,277) (820,000)
(152,733) (820,000)
1,439,995 183,810
2,922,765 2,738,955
S 4,362,760 S 2,922,765
S 8,807 S -
S 3,789 S 1,964

See notes to financial statements



THE CAYMAN ISLANDS STOCK EXCHANGE LTD.

Notes to Financial Statements
for the year ended 31 December 2019

(expressed in Cayman Islands dollars )

1.

INCORPORATION AND GENERAL INFORMATION

The Cayman Islands Stock Exchange Ltd. (the “Company”) was incorporated as a private company
limited by shares on 26 September 1996 as CSX Ltd. pursuant to the Cayman Islands Companies Law.
The Company changed its name to The Cayman Islands Stock Exchange Ltd. on 23 December 1996.

In accordance with the powers conferred by the Cayman Islands Stock Exchange Company Law (2014
Revision) the Company is engaged in carrying on the business of establishing and operating a
securities market for the listing and trading of securities. This business includes the admission of
persons as exchange members entitled by reason of membership of the exchange to engage in the
listing and trading of securities through the facilities made available by the Company for such
purposes.

The Company is wholly owned by the Stock Exchange Authority (the “Authority”) on behalf of the
Government of the Cayman Islands (the “Government").

SIGNIFICANT ACCOUNTING POLICIES
Statement of compliance

The financial statements are prepared in accordance with International Financial Reporting Standards
(“IFRS”) as issued by the International Accounting Standards Board (“IASB”).

Change of financial period and comparative figures

This is the first set of the Company’s annual financial statements in which IFRS 16 Leases (“IFRS 16”)
have been applied. Changes to significant accounting policies are described below.

Changes in significant accounting policies

The Company has initially applied IFRS 16 using the modified retrospective approach from 1 January
2019. Previously, the Company classified property leases as operating leases under IAS 17. Due to the
transition method chosen by the Company in applying this standard, comparative information
throughout these financial statements has not been restated to reflect the requirements of the new
standard. There are no other standards or interpretations that are effective during the current year
or which are in issue, but not yet effective, that would be expected to have a material effect on the
Company'’s financial statements.

For additional information about the Company’s adoption of IFRS 16, see Note 8.
Cash and cash equivalents

The Company considers cash and short-term deposits with an original maturity of three months or
less to be cash and cash equivalents.

Translation of foreign currencies

Assets and liabilities denominated, or accounted for, in currencies other than Cayman Islands dollars
are translated into Cayman Islands dollars at the applicable exchange rate ruling at the Statement of
Financial Position date. Foreign currency income and expense transactions are translated at the



THE CAYMAN ISLANDS STOCK EXCHANGE LTD.

Notes to Financial Statements
for the year ended 31 December 2019

(expressed in Cayman Islands dollars ) (continued)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)
Translation of foreign currencies (continued)

appropriate exchange rate ruling at the transaction date. Realised and unrealised gains and losses
arising from such transactions are included in the Statement of Comprehensive Income.

Property, plant and equipment recognition and valuation

Property, plant and equipment is initially recognized, at the date on which it is probably that future
economic benefits associated with the item will flow to the Company and the cost can be measured
reliably. Subsequently, property, plant and equipment shall be carried at its cost less any accumulated
depreciation and accumulated impairment losses.

Depreciation and amortisation

Property, plant and equipment and intangible assets are depreciated using the straight-line method
over their estimated useful lives as follows:

Type of non-current asset Estimated useful life
Leasehold improvements Remainder of current lease term
Computer hardware 3 years
Office furniture and equipment 10 years
Intangible assets 5 years

Leases (IFRS 16)

The Company initially applied IFRS 9 from 1 January 2019. IFRS 16 sets out requirements for lessees
to recognize right-of-use assets and lease liabilities. There are recognition exemptions for short-term
leases and leases of low-value items. IFRS 16 introduces a single, on-balance sheet lease accounting
model for lessees. A lessee recognises a right-of-use asset representing its right to use the underlying
asset and a lease liability representing its obligation to make lease payments. The right-of-use asset is
depreciated over the remainder of the lease term, being 10 years. Finance charges are incurred over
the remainder of the lease term, and lease payments reduce the lease liability balance. See Note 8.

Financial assets and liabilities

IFRS 9, Financial Instruments (“IFRS 9”) sets out requirements for recognising and measuring financial
assets, financial liabilities and some contracts to buy or sell non-financial items.

The Company initially applied IFRS 9 from 1 January 2018.
Classification and measurement

IFRS 9 contains three principal classification categories for financial assets: measured at amortised cost,
Fair Value through Other Comprehensive Income (“FVOCI”) and Fair Value through Profit or Loss
(“FVTPL”). The classification of financial assets under IFRS 9 is generally based on the business model in
which a financial asset is managed and its contractual cash flow characteristics.

Under IFRS 9, the Company classifies its financial assets as Cash, Trade receivables and Other
receivables. IFRS 9 divides all financial assets into two classifications - those measured at amortized



THE CAYMAN ISLANDS STOCK EXCHANGE LTD.

Notes to Financial Statements
for the year ended 31 December 2019

(expressed in Cayman Islands dollars ) (continued)

2.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial assets and liabilities (continued)

cost and those measured at fair value. The classification depends on the purpose for which the
financial assets were acquired. Management determines the classification of its financial assets at
initial recognition.

Cash and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. They are included in current assets, except for maturities greater than
12 months after the end of the reporting period. These are classified as non-current assets. The
Company’s cash and receivables comprise trade and other receivables, short term deposits and cash
and cash equivalents in the balance sheet.

Financial assets are initially recognised at fair value, and transaction costs are expensed in the
Statement of Comprehensive Income. Financial assets are derecognised when the rights to receive
cash flows have expired or have been transferred and the Company has transferred substantially all
risks and rewards of ownership. Cash and receivables are subsequently carried at amortised cost using
the effective interest method.

The Company classifies its financial liabilities as accounts payables and accrued liabilities. Such
financial liabilities are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers or obligations to the Cayman Islands Government for dividends
based on net income and comprehensive income. Accounts payable and accruals are classified as
current liabilities if payment is due within one year or less (or in the normal operating cycle of the
business if longer). If not, they are presented as non-current liabilities.

Trade payables are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest method.

Derecognition

The Company derecognises a financial asset when the contractual rights to the cash flows from the
financial asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in
which substantially all of the risks and rewards of ownership of the financial asset are transferred or
in which the Company neither transfers nor retains substantially all of the risks and rewards of
ownership and it does not retain control of the financial asset.

The Company enters into transactions whereby it transfers assets recognised in its Statement of
Financial Position but retains either all or substantially all of the risks and rewards of the transferred
assets. In these cases, the transferred assets are not derecognised.

The Company derecognises a financial liability when its contractual obligations are discharged or
cancelled or expire. The Company also derecognises a financial liability when its terms are modified
and the cash flows of the modified liability are substantially different, in which case a new financial
liability based on the modified terms is recognised at fair value.

10



THE CAYMAN ISLANDS STOCK EXCHANGE LTD.

Notes to Financial Statements
for the year ended 31 December 2019

(expressed in Cayman Islands dollars ) (continued)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial assets and liabilities (continued)

On derecognition of a financial liability, the difference between the carrying amount extinguished and
the consideration paid (including any non-cash assets transferred or liabilities assumed) is recognised
in profit or loss.

Offsetting

Financial assets and financial liabilities are offset, and the net amount presented in the Statement of
Financial Position when, and only when, the Company currently has a legally enforceable right to set
off the amounts and it intends either to settle them on a net basis or to realise the asset and settle
the liability simultaneously.

Impairment

The “expected credit loss” (“ECL”) model applies to financial assets measured at amortised cost, contract
assets and debt investments at Fair Value through Other Comprehensive Income (“FVOCI”), but not to
investments in equity instruments.

Allowance for credit losses

An allowance for credit losses (“ACL”) is established for all financial assets, except for financial assets
classified or designated as FVTPL and equity securities designated as FVOCI, which are not subject to
impairment assessment. Financial assets carried at amortized cost are presented net of ACL on the
Statement of Financial Position. The Company measures the ACL on each reporting date according to
a three-stage expected credit loss impairment model, with Stages 1 and 2 for performing financial
assets, and Stage 3 for impaired financial assets.

Stage 1 — From initial recognition of a financial asset to the date on which the asset has experienced
a significant increase in credit risk relative to its initial recognition, a loss allowance is recognized equal
to the credit losses expected to result from defaults occurring over the 12 months following the
reporting date.

Stage 2 — Following a significant increase in credit risk relative to the initial recognition of the financial
asset, a loss allowance is recognized equal to the credit losses expected over the remaining lifetime
of the asset.

Stage 3 — When a financial asset is considered to be credit-impaired, a loss allowance is recognized
equal to credit losses expected over the remaining lifetime of the asset.

The ECL is a discounted probability-weighted estimate of the cash shortfalls expected to result from
defaults over the relevant time horizon.

Increases or decreases in the required ACL attributable to derecognitions and remeasurements due
to changes in loss expectations or stage migrations are recorded in provision for credit losses. Write-
off and recoveries are recorded against allowance for credit losses. The ACL represents an unbiased
estimate of expected credit losses on financial assets as at the reporting date. Judgement is required
in making assumptions and estimations when calculating the ACL, including movements between the

11



THE CAYMAN ISLANDS STOCK EXCHANGE LTD.

Notes to Financial Statements
for the year ended 31 December 2019

(expressed in Cayman Islands dollars ) (continued)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial assets and liabilities (continued)

three stages and the application of forward-looking information. The underlying assumptions and
estimates could result in changes to the allowances from period to period that significantly affects the
results of operations.

Measurement of expected credit losses

Expected credit losses are based on a range of possible outcomes and consider available reasonable
and supportable information including internal and external ratings, historical credit loss experience,
and expectations about future cash flows. The measurement of expected credit losses is based
primarily on the product of the instrument’s probability of default (“PD”), loss given default (“LGD”),
and exposure at default (“EAD”) discounted to the reporting date. The main difference between Stage
1 and Stage 2 expected credit losses for performing financial assets is the respective calculation
horizon. Stage 1 estimates project PD, LGD and EAD over a maximum period of 12 months while Stage
2 estimates project PD, LGD and EAD over the remaining lifetime of the instrument.

Expected credit losses are discounted to the reporting period date using the effective interest rate.

The Company has adopted a “simplified approach” for trade receivables. The simplified approach, as
permitted by IFRS 9, allows entities to recognise lifetime expected losses without the need to identify
significant increases in credit risk (see Note 7).

Expected life

For instruments in Stage 2 or Stage 3, loss allowances reflect expected credit losses over the expected
remaining lifetime of the instrument. For most instruments, the expected life is limited to the
remaining contractual life.

Assessment of significant increase in credit risk

The assessment of significant increase in credit risk requires significant judgement. Movements
between Stage 1 and Stage 2 are based on whether an instrument’s credit risk as at the reporting date
has increased significantly relative to the date it was initially recognized. For the purposes of this
assessment, credit risk is based on the delinquency status. The assessment is performed at the
instrument level.

The Company’s assessment of significant increases in credit risk is performed at least quarterly based
on two factors. If any of the following factors indicates that a significant increase in credit risk has
occurred, the instrument is moved from Stage 1 to Stage 2:

1) Instruments which are 90 days past due are considered to have experienced a significant increase
in credit risk.

2) Additional qualitative reviews are performed to assess the staging results and make adjustments,
as necessary, to better reflect the positions whose credit risk has increased significantly.

12



THE CAYMAN ISLANDS STOCK EXCHANGE LTD.

Notes to Financial Statements
for the year ended 31 December 2019

(expressed in Cayman Islands dollars ) (continued)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)
Critical accounting judgements and key sources of estimation uncertainty

The Company makes estimates and assumptions that affect the reported amounts of assets and
liabilities. Estimates are continually evaluated based on historical experience and other factors including
expectations of future events that are believed to be reasonable under the circumstances. The key areas
of judgement or estimation are with regard to the recoverability of trade receivables and the
impairment of intangible assets. Trade receivables are considered to be recoverable in full by the
Company after taking into consideration the age of the receivable, the financial stability of the debtors,
and the post period-end receipts to the date of the report. Intangible assets are tested on an annual
basis for any impairments.

The Company generates revenue primarily from the provision of listing services to its customers. Other
sources of revenue include income from the provision of CUSIPs.

In the following table, revenue from contracts with customers for the year ended 31 December 2019, is
disaggregated by the Company’s major service lines.

Year ended Year ended
Major service lines 31 December 2019 31 December 2018
Listing fees 2,538,167 2,119,127
Cusip income 350,878 373,756
Listing Agent fees 217,300 202,950
Broker membership fees 38,540 58,820
Other income 20,774 10,904
Revenue from contracts with customers 3,165,659 2,765,557

13



THE CAYMAN ISLANDS STOCK EXCHANGE LTD.

Notes to Financial Statements
for the year ended 31 December 2019

(expressed in Cayman Islands dollars ) (continued)

3. REVENUE

Operating revenues are further disaggregated as follows:

Year ended Year ended
31 December 2019 31 December 2018

Listing fees
Debt securities $ 1,516,953 $ 1,089,224
Corporate debt securities 515,980 554,454
Investment funds 183,352 270,314
Specialist companies 78,074 68,974
Equity securities 109,470 47,150
Insurance linked securities 54,530 46,740
Listing document updates and other 28,640 18,696
2,486,999 2,095,552

Other fees

Listing agent fees 217,300 202,950
Broker membership fees 38,540 58,820
De-listing fees 51,168 23,575
NAV fees 2,214 1,722
Affiliated membership fees - -
$ 2,796,221 $ 2,382,619

CUSIP Revenues

The Company is the exclusive Committee on Uniform Security Identification Procedures (“CUSIP”)
international numbering agent for issuing CUSIP numbering system identifiers for securities of issuers
registered in the Cayman Islands and the British Virgin Islands.

CUSIP revenues are as follows:

Year ended Year ended

31 December 2019 31 December 2018

Cayman Islands 5 315,782 5 342,350
British Virgin Izlands 31,816 26,322
Other 3,280 5,084
5 350,878 g 373,756

IFRS 15, Revenue from Contracts with Customers

IFRS 15, Revenue from contracts with customers (“IFRS 15”) establishes a comprehensive framework
for determining whether, how much and when revenue is recognised. Under IFRS 15, revenue is
recognised when a customer obtains control of the goods or services. Determining the timing of the
transfer of control — at a point in time or over time — requires judgement.

14



THE CAYMAN ISLANDS STOCK EXCHANGE LTD.

Notes to Financial Statements
for the year ended 31 December 2019

(expressed in Cayman Islands dollars ) (continued)

3. REVENUE (continued)
Revenue recognition

Revenue is measured based on the consideration specified in a contract with a customer. The
Company recognises revenue when it transfers control over a service to a customer. The Company
has initially applied IFRS 15 from 1 January 2018. Information about the Company’s accounting
policies relating to contracts with customers is provided below.

Performance obligations and revenue recognition policies
Initial listing fees
Under IFRS 15, revenue for listing fees is recognised over time —i.e. over the duration of the listing.

Therefore, for initial listing fees revenue, a portion is deferred under IFRS 15. The impact of these
changes on items other than revenue is an increase in deferred income, which is now included in a
new balance —i.e. contract liabilities.

IFRS 15 did not have a significant impact on the Company’s accounting policies with respect to other
revenue streams.

Performance obligations and revenue recognition policies

The following table provides information about the nature and timing of the satisfaction of performance
obligations in contracts with customers, including significant payment terms, and the related revenue
recognition policies.

Type of Service Nature and timing of satisfaction of Revenue recognition policies
performance obligations

Initial listing Invoices for initial listings are issued when | Revenue is recognized over time as the services are
the customer’s application for listing is | provided for the duration of the listing.
accepted by the Company based on the

, . T As a result, revenue relating to the remainder of the
Company’s published price list.

listing period after the first year, is deferred.

15



THE CAYMAN ISLANDS STOCK EXCHANGE LTD.

Notes to Financial Statements
for the year ended 31 December 2019

(expressed in Cayman Islands dollars )

(continued)

3. REVENUE (continued)

Performance obligations and revenue recognition policies (continued)

Type of Service

Nature and timing of satisfaction of

performance obligations

Revenue recognition policies

Annual listing

Invoices for annual listing fees are issued at the
point at which the security is listed, based on
the Company’s published price list. Thereafter,
an invoice is issued at the anniversary date of
listing.

Revenue is recognized at the point in time at
which the security is listed.

CcusIp

Invoices for CUSIP fees are issued at the point at
which the CUSIP is provided to the customer
based on the Company’s published price list.

Revenue is recognized at the point in time at
which the CUSIP is issued.

Listing Agent

Listing agents are invoiced at the point in time
at which they are admitted as a listing agent
based on the Company’s published price list.
Thereafter, an invoice is issued at the
anniversary date of acceptance.

Revenue is recognized at the point in time at
which the agent is admitted.

Broker Member

Broker members are invoiced at the point in
time at which they are admitted as a broker
member based on the Company’s published
price list. Thereafter, an invoice is issued at the
anniversary date of admittance.

Revenue is recognized at the point in time at
which the broker member is admitted.

Performance obligations satisfied over time

As a result of the reassessment of the recognition of initial listing fees, the aggregate amount of the
transaction price allocated to performance obligations that are unsatisfied (or partially unsatisfied) as
of 31 December 2019 is $1,151,475 (2018: $618,890). This revenue has been deferred, and is expected
to be recognized as revenue over the expected duration of each listing.
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Notes to Financial Statements
for the year ended 31 December 2019

(expressed in Cayman Islands dollars ) (continued)

3. REVENUE (continued)
Performance obligations satisfied over time (continued)

The following table shows the split of revenue for the year ended 31 December 2019, based on the
timing of revenue recognition:

Services transferred at a point in time $3,022,085
Services transferred over time 143,574

Revenue from contracts with customers $3,165,659

Contract balances

The following table provides information about receivables and contract liabilities from contracts with
customers as of 31 December 2019.

Trade receivables S 494,867
Contract liabilities S 1,151,475

Contract liabilities primarily relate to the advance consideration received from customers for initial
listing fees, for which revenue is recognised over time. As at 31 December 2019, the amount of contract
liabilities is $1,151,475, which will be recognised as revenue over the duration of the listings, which is
expected to occur over the next sixteen years.

The amount of $72,869 included in contract liabilities as at 31 December 2018 has been recognized as
revenue in 2019.

No amount of revenue was recognised in the year ended 31 December 2019 from performance
obligations satisfied (or partially satisfied) in previous periods.

No information is provided about remaining performance obligations at 31 December 2019 that have
an original expected duration of one year or less, as allowed by IFRS 15.

As a result of the adoption of IFRS 9 in the previous year, the Company did not have to make any
consequential amendments relating to IAS 1 Presentation of Financial Statements, which require
impairment of financial assets to be presented in a separate line item in the Statement of
Comprehensive Income. Impairment losses on other financial assets are presented under ‘other office
and miscellaneous’, similar to the presentation under IAS 39, and not presented separately in the
Statement of Comprehensive Income due to materiality considerations.

Additionally, in the previous year, the Company adopted consequential amendments to IFRS 7
Financial Instruments: Disclosures (“IFRS 7”).
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Notes to Financial Statements
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(expressed in Cayman Islands dollars )

(continued)

4. PROPERTY, PLANT AND EQUIPMENT

Computer Office
Leasehold hardware furniture and
improvements and software equipment Total
Cost:
At 31 December 2018 $ 145,494 § 835,393 $ 164,448 $ 1,145,335
Disposal of fully depreciated (145.494) i i $ (145.494)
assets
Additions/(Disposals) 389,396 32,049 71,924 $ 493,369
At 31 December 2019 $ 389,396 $ 867,442 $ 236,372 $ 1,493,210
Depreciation:
At 31 December 2018 $ 145494 $ 771,018 $ 158,775 $ 1,075,287
Disposal of fully depreciated (145 ,494) B - $ (145,494)
assets
Charge for the year 12,844 31,576 6,081 §$ 50,501
At 31 December 2019 $ 12,844  § 802,594 $ 164,856 $ 980,294
Net book value at
31 December 2019 $ 376,552 $ 64,848 $ 71516 $ 512,916
Computer Office
Leasehold hardware furniture and
improvements and software equipment Total
Cost:
At 31 December 2017 $ 145494 $ 777406 $ 164,448 $ 1,087,348
Additions/(Disposals) - 57,987 - 57,987
At 31 December 2018 145,494 835,393 164,448 1,145,335
Depreciation:
At 31 December 2017 145,494 755,325 157,205 1,058,024
Charge for the year - 15,693 1,570 17,263
At 31 December 2018 145,494 771,018 158,775 1,075,287
Net book value at
31 December 2018 $ - % 64,375 $ 5673 $ 70,048

5. COMMITMENTS

The lease payments for the year ended 31 December 2019, were $96,748, with $23,263 recognised
against Lease liabilities — refer to Note 8 (31 December 2018: $87,655). From December 31, 2009, the
Company moved to a rolling monthly contract to lease office premises on the 4" floor of Elizabethan
Square. This rolling arrangement ended on 30 September 2019. In September 2019, the Company
entered into a 10-year lease agreement to lease the existing office premises on the 3™ floor, SIX,

Cricket Square - refer to Note 8.
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Notes to Financial Statements
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(expressed in Cayman Islands dollars ) (continued)

6. CASH AND CASH EQUIVALENTS
31 December 2019 31 December 2018

Current and call accounts 5 3,684,150 5 2,247 943
Short-term fixed deposits maturing within one month 678,610 674,822
5 4362760 5 2922765

7. FINANCIAL INSTRUMENTS AND ASSOCIATED RISKS

The Company’s operating activities expose it to various types of financial risks that are associated with
the financial instruments and markets in which it invests. These financial risks include credit and
counterparty risk, liquidity risk and market risk (including currency risk and interest rate risk). The
Company’s overall risk management program focuses on minimising potential adverse effects on the
Company’s operations resulting from these financial risks. The exposure to, and management of,
these risks are summarised below.

Credit and counterparty risk

Credit and counterparty risk is the risk that one party to a financial instrument will cause a financial
loss for the other party by failing to discharge an obligation. Financial instruments which potentially
expose the Company to credit risk consist primarily of cash and cash equivalents and trade
receivables.

The Company’s trade receivables do not contain any financing components. In accordance with IFRS
9, the Company calculates impairment allowances based on default rates as shown in the Expected
credit loss assessment table below.

The Company’s exposure to credit risk is influenced mainly by the individual characteristics of each
customer. However, management also considers the factors that may influence the credit risk of its
customer base, including the default risk associated with the industry and country in which customers
operate.

The Company does not require collateral in respect of trade receivables. The Company does not have
trade receivable and contract assets for which no loss allowance is recognised because of collateral.

The Company limits its exposure to credit risk from trade receivables by establishing a maximum
payment period of three months. During the year ended 31 December 2019, $104,139 was written
off as uncollectible (2018: $2,176), relating to trade receivables which have been outstanding for a
period longer than three months and are not expected to be collected.

An analysis of the credit quality of trade receivables that were neither past due nor impaired and the
ageing of trade receivables that were past due but not impaired as at 31 December 2019 is as follows:

19



THE CAYMAN ISLANDS STOCK EXCHANGE LTD.

Notes to Financial Statements
for the year ended 31 December 2019

(expressed in Cayman Islands dollars )

(continued)

FINANCIAL INSTRUMENTS AND ASSOCIATED RISKS (continued)
Credit and counterparty risk (continued)

31 December 2019 31 December 2018

31-60 days $ 73,857 $ 135,166
61-90 days 8,338 38,191
91-120 days 12,869 29,324
Over 120 days 166,606 263,981

$ 261,670 $ 466,662

As the Company provides listing services, its revenue is made up of small fees from many customers.
As such, any failure of a customer to pay their fees would not have a significant impact on the financial
statements of the Company. The Company’s policy is to provide for an allowance of doubtful debts
based on expected credit losses on both the total trade receivables balance as well as specifically
identified outstanding trade receivables based on the age and assessed collectability of receivables.

Expected credit loss assessment

The Company uses an allowance matrix to measure the ECLs of trade receivables from individual
customers, which comprise a very large number of small balances. Loss rates are calculated using a
‘roll rate’ method based on the probability of a receivable progressing through successive stages of
delinquency to write-off.

The following table provides information about the Company’s exposure to credit risk, detailing the
percentage of loss applied to aged trade receivables, and the resultant ECLs provided for against trade
receivables from individual customers as at 31 December 2019.

Age of impaired accounts receivable, and the resultant ECLs:

% Loss 31 December 2019 31 December 2018
30 days & less 8% $ 22,304 $ 21,436
31-60 days 19% 17,318 7,817
61-90 days 32% 3,978 7,314
91-120 days 47% 11,379 19,765
Over 120 days 47% 147,313 177,928
Total impaired $ 202,293 $ 234,260

Loss rates are based on actual credit loss experience over the past year. These rates are multiplied by
scalar factors to reflect differences between economic conditions during the period over which the
historical data has been collected, current conditions and the Company’s view of economic conditions
over the expected lives of the receivables.
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7.

FINANCIAL INSTRUMENTS AND ASSOCIATED RISKS (continued)
Credit and counterparty risk (continued)
Trade receivables and contract assets

The movement in the allowance for impairment in respect of trade receivables and contract assets
during the year was as follows.

Movement in impairment allowances

31 December 2019 31 December 2018
Balance at beginning of year $ 234,260 $ 116,479
Impairment losses recognised on receivables 72,172 119,957
Amounts written off as uncollectible (104,139) (2,176)
Balance at end of year $ 202,293 $ 234,260

The following significant changes in the gross carrying amounts of trade receivables contributed to
the changes in the impairment loss allowance during 2019:

1) The write off of $104,139, considered to have been provided for within the 31 December 2018
impairment allowances balance, included in the gross carrying amounts of trade receivables; and

2) Theimproved recoveries noted during the year as a result of enhanced monitoring of gross trade
receivables balances.

These changes resulted in decreases in trade receivables of $324,895 and net decrease in impairment
allowances in 2019 of $31,967.

Cash and cash equivalents

The Company held cash and cash equivalents of $4,362,760 at 31 December 2019 (2018: $2,922,765).
The Company mitigates its exposure to credit risk by placing cash with major international institutions.
The Company’s cash consists of balances held with a financial institution in the Cayman Islands with
an S&P rating of A2 (31 December 2018: A2).

Impairment on cash and cash equivalents has been measured on a 12-month expected loss basis and
reflects the short maturities of the exposures. The Company considers that its cash and cash
equivalents have low credit risk based on the external credit ratings of its counterparty.

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated
with financial liabilities.

The Company’s primary financial liabilities are accounts payable and accrued liabilities. The Company
monitors current assets and liabilities to ensure that it has sufficient liquid assets to be able to meet
its future expected cash outflows. All of the Company’s current liabilities are contractually required
to be paid within one year.
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7.

FINANCIAL INSTRUMENTS AND ASSOCIATED RISKS (continued)
Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market prices. Market risk for the Company comprises two types of risk:
currency risk and interest rate risk. The Company is not exposed to any other market risks.

Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates.

The Company operates in the Cayman Islands (“KYD”) and the main currencies of its operations are
the KYD and the United States dollar (“USD”). The current monetary policy of the Cayman Islands
Government is to maintain parity between the USD and the KYD, at an exchange rate of USD1:0.82.
Accordingly, there is currently no foreign exchange risk faced by the Company.

The only foreign currency monetary assets or liabilities held at 31 December 2019, were United States
dollars as part of cash and cash equivalents in the amount of $4,072,600 (31 December 2018:
$2,764,160). The impact of any fluctuation of foreign currencies would not have a material effect on
the Company’s net income and comprehensive income. As such, no currency risk sensitivity analysis
has been prepared.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates.

The only financial instrument upon which changes in interest rates could have an impact is a fixed
deposit, renewed monthly, in the amount of $678,610 (31 December 2018: $674,822) which is shown
on the Statement of Financial Position as part of cash and cash equivalents. As the financial
instrument is short-term in nature and a fixed rate is set at each monthly renewal of the fixed deposit,
interest rate fluctuations would not significantly impact the Company’s future cash flows. As such, no
sensitivity analysis for interest rate risk has been prepared.

LEASES

On adoption of IFRS 16, the Company recognized right-of-use assets and lease liabilities. When
measuring lease liabilities for leases that were classified as operating leases, the Company discounted
lease payments using its incremental borrowing rate at 1 January 2019. This rate was provided by the
Ministry of Finance and Economic Development. The Prime Rate of 4.75% in the Cayman Islands was
applied as the incremental borrowing rate. The Prime Rate was chosen on the basis that if the
Company was to borrow with the Cayman Islands Government’s intervention and assistance, the
Company would be able to secure borrowing at the Prime Rate.

IFRS 16 introduces a single, on-balance sheet lease accounting model for lessees. A lessee recognises a

right-of-use asset representing its right to use the underlying asset and a lease liability representing its
obligation to make lease payments. There are recognition exemptions for short-
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8.

LEASES (continued)

term leases and leases of low-value items. IFRS 16 replaces existing leases guidance, including IAS 17
Leases, IFRIC 4 Determining whether an Arrangement contains a Lease, SIC-15 Operating Leases —

Incentives and SIC-27 Evaluating the Substance of Transactions Involving the Legal Form of a Lease.

The Company has assessed the impact that initial application of IFRS 16 will have on its financial

statements, as described below.

The Company recognised a new asset and liability for its operating lease of office space
(see Note 5), with a 10 year lease term. The nature of expenses related to this lease will now change
because the Company will recognise a depreciation charge for right-of-use assets and interest expense
on lease liabilities. Previously, the Company recognised operating lease expense on a straight-line basis
over the term of the lease, and recognised assets and liabilities only to the extent that there was a timing

difference between actual lease payments and the expense recognised.

The right of use asset recognised (net of depreciation) is $548,881 as at year end 31 December 2019.
The depreciation charge is recorded on the Statement of Comprehensive Income as an expense.

Cost:

At 31 December 2018
Additions/(Disposals)
At 31 December 2019

Depreciation:
At 31 December 2018

Charge for the year
At 31 December 2019

Net book value at
31 December 2019

Right
_of-use-asset

S -
567,808

S 567,808

S -
(18,927)
S (18,927)

S 548,881

The lease liability is $553,352 (current liability of $45,690 and non-current liability of $507,662) as at
year end 31 December 2019. An interest expense of $8,807 is attributable to the current year and is
recognized as an expense on the Statement of Comprehensive Income. Lease payments of $23,263 have
been made during the year ended 31 December 2019.
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9.

10.

11.

12.

SHARE CAPITAL

The authorised and issued share capital of the Company is $100,000 divided into 100,000 shares of
S1 each. All of the shares were exclusively subscribed on behalf of the Government by the Authority
in 1996 in accordance with the Cayman Islands Stock Exchange Company Law (2014 Revision).

The present dividend policy is for the Company to pay the greater of 5% of operating revenue or 50%
of operating surplus for the fiscal year, but not exceeding the change in cash and cash equivalents less
restricted cash. On July 19, 2019 the Stock Exchange Council approved a dividend payment of
$138,277, related to the 2018 fiscal year, though no dividend was required to be paid as per the
Cabinet’s decision to exempt all Government owned entities from paying a dividend on their 2018
operating performance (2018: a dividend payment of $820,000 was approved and paid in relation to
the 18-month fiscal period ending 31 December 2017). The dividends declared during the year was
fully paid to the Government during the year ended 31 December 2019. The Government is the 100%
shareholder of the Company and the dividend policy is reviewed on an annual basis.

CAPITAL RISK MANAGEMENT

The Company manages its capital to ensure that it will be able to continue as a going concern without
additional funding from the Government. The Company’s overall strategy remains unchanged from
31 December 2018. The capital structure of the Company consists of issued shares, additional paid-in
capital and retained earnings. The Company has no externally imposed capital requirements.

PERSONNEL

Included within personnel expenses are the salary, defined contribution pension plan and healthcare
payments made on behalf of the nine members of staff employed during the period (31 December
2018: seven). For the year ended 31 December 2019, total personnel expenses amounted to $977,460
(31 December 2018: $778,416). Total remuneration for the Company’s four key management
personnel was $578,864 for the year ended 31 December 2019, which includes the employer’s portion
of pension expenses (31 December 2018: for the Company’s three key management personnel was
$446,724).

In March 2019, the Company hired a new Deputy Head of Listing and Compliance and an Accountant.
At 31 December 2019 and 31 December 2018, key management personnel consisted of the Chief
Executive Officer, the Head of Listing and Compliance, Deputy Head of Listing and Compliance (hired
in March 2019 only) and the Head of Information Technology and Trading System:s.

PENSION SCHEME

As required by the National Pensions Law of the Cayman Islands, the Company has established for its
employees a defined contribution pension scheme with the Public Service Pensions Board. The law
provides for a mandatory contribution rate 6% by the employer and 6% by the employee. The total
pension cost recorded during the year ended 31 December 2019, was $52,743 (31 December 2018:
$23,607). This represents the employer’s portion and is included in personnel expenses.
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13. MARKETING, TRAVEL AND SUBSISTENCE

14.

15.

Marketing, travel and subsistence largely consists of promotional costs of the following:

Year ended Year ended

31 December 2019 December 31, 2018

Conferences 75,776 78,320
Advertising, promotional costs 1,845 13,781
Public relations 411 1,900
$ 78,032 S 94,001

Conference costs of $75,776 relate to costs for the attendance of conferences and international trade
events in London, Dana Point (California), Las Vegas, Miami, New York and the Cayman Islands (31
December 2018: Barcelona, London, Dana Point (California), Las Vegas, Miami, New York and the
Cayman Islands of $78,320).

SUBSEQUENT EVENTS

Management has evaluated the possibility of subsequent events existing in the Company’s financial
statements through 30 April 2020, the date the financial statements were available to be issued.
Management has determined that there are no further material events that would require disclosure
in the Company’s financial statements, other than as detailed below:

In December 2019, a novel strain of coronavirus known as COVID-19 was reported to have surfaced
in China. The global efforts to contain the spread of the coronavirus began to cause significant
disruption in the global and local economies from January 2020 to date. Therefore, while the Company
expects this matter to negatively impact its operating results, the related financial impact and
duration cannot be reasonably estimated at this time.

APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved by the Stock Exchange Council and authorised for issue on
30 April 2020.
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