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GALMARLEY LIMITED

GROUP STRATEGIC REPORT
FOR THE YEAR ENDED 31 OCTOBER 2020

The directors present their strategic report for the year ended 31 October 2020.

Business review

By the year end BullionVault had 91,146 users (2019 : 76,720). In this, the fifteenth full year of trading bullion,
BullionVault sales amounted to £891m (2019 : £301m). The increase is substantially due to an accounting
technicality. Where we act as a counterparty to a client's trade it increases our turnover by the full trade
consideration. Where we act as introducer - putting buyer and seller in touch via the BullionVault order board -
only our commission gets counted as turnover. Even quite dramatic changes to reported sales may have little
or no impact on profits because both are broadly equivalent in net revenue generation.

Profits before tax rose to £10.7m (2019 : £5.2m).

Custody and fees revenue recovered from the previous year, up 75.9% (2019 : 24.0%).

Interest receipts, however, fell very sharply, -61.2%, having been +78.5% in the previous year. This clearly
reflects the volatility of the interest rate environment, as it oscillates between +0.5%, and zero or even negative
rates, depending on currency. This falling in interest receipts excludes the money we have paid to our bank for

leaving client Euros on deposit (We later recoup this cost from relevant clients). If we included that element
the overall effect of revenue from deposited client money would have been still worse, at -74.2% for the year.

Costs remain well controlled and the company's accounting policies remain cautious.
User comments about us on independent sites remain strongly positive, which is a credit particularly to the

quality of our personal style of customer service as well as to the exceptionally low prices at which we offer
bullion and storage. Our ranking on Trustpilot — the leader of the independent review sites remains ‘Excellent’.

Gold

The gold price impraved significantly during the year, up from £37,600/kg to £46,680/kg (27.0%). Reflecting
our modest (80 — 90kg) long term gold net inventory position this made a contribution to profits of
approximately £840,000.

As at 31 Oct 2020 we were looking after 45.1 tonnes of gold for clients (2019 : 38.6 tonnes). The 16.8% rise in
customer inventory is of course largely the result of Covid, and we cannot predict if it is likely to stay invested in
bullion as we retum towards normality.

Silver

In Sterling terms silver prices rose from £449 8/kg to £587.5/kg (30.6%) continuing the 22.8% rise of the
previous year.

As at 31 Oct 2020 we were looking after 1,110 tonnes for clients (2019 : 812 tonnes). With both tonnage and
value rising our net increase in silver stored, in value terms, rose 78% during the year.
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GALMARLEY LIMITED

GROUP STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 OCTOBER 2020

Platinum

Our platinum business continues to consolidate its progress. Having added it to the product set in March 2017
we have quickly become a significant player in the market.

Physical platinum does not attract the same volume of investor interest as either silver or gold, but it remains
an interesting alternative for bullion bargain hunters. Because of the reduction in industrial demand for diesel
catalytic converters platinum is still materially off its long term highs, and — unusually — cheaper than gold. This
has caused it to attract more attention, and we remain well placed to win much of the private investor's
demand.

We again extend our warm thanks to the World Platinum Investment Council, who have been very helpful in
publicising the investment merits of platinum. We have recently executed an extension to our original
marketing co-operation agreement with them.

Headcount

During the year under review our staff headcount remained stable at 34. This number refers to BullionVault
staff and excludes those who transferred into the now independent WhiskylnvestDirect Limited. Headcount with
regard to the group has decreased by 6 from 40 to 34 when considering the demerger of WhiskylnvestDirect
Limited.

Disposals

In May 2020 WhiskylnvestDirect Limited (WD) was still a subsidiary of Galmarley Limited (shareholding of
87.5%). In turn, James Eadie Limited was a subsidiary of WID (100%), though it was making losses broadly
equivalent to the profits being made at WhiskyinvestDirectLimited. We made the decision to sell all the James
Eadie Limited equity to Rupert Patrick for £1. He also undertook to pay back a substantial amount of James
Eadie’s debts, both to WID and Galmarley Limited.

The disposal of James Eadie Limited cleared the way for us to spin off WhiskylnvestDirect Limited, which was
completed in September 2020, with Galmarley's 87.5% stake in WID being distributed pro-rata to Galmarley
Limited shareholders.

Galmarley Limited now — once again — has a single operating business, which is BullionVault.

For further details please see note 26 to the accounts.
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GALMARLEY LIMITED

GROUP STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 OCTOBER 2020

Financial strength and future developments

The company has again made a cash transfer to reserves, although the split out of a £2m non-cash asset (its
87.5% holding of Whisky Invest Direct shares as detailed above) together with payment of a £10.00 interim
dividend before the year end balance sheet date, has the result of making the net shareholders' equity appear
slightly reduced at the year end. In reality the smaller size of the final dividend for 2020 (£5.55 per share)
against 2019 (£9.00 per share) leaves shareholders funds higher on a like for like basis - i.e. as at end January,
with all the previous year's dividends having been paid.

The year end total for shareholders’ funds was £34.9 million (2019 : £35.4m) which is mostly held in
immediately marketable buliion, or in cash held at call. Since the balance sheet date shareholders funds will
have been depleted by the 2020 final dividend payment of just under £2m (2019 : £3.2m).

With our ongoing policy of distributing 75 to 80 per cent of profits to shareholders, coupled with results which
are always likely to be affected by world economic circumstances, the reality is that at some point dividends
should be expected to fall. Although the current year has started respectably well, it is likely that the dividend
payment for the year will be reduced in January 2022, and — in the absence of exceptional circumstances —no
interim dividend is planned for the current year to 31 October 2021.

Current market position and trading

BullionVault is by a wide margin the leading supplier of main-market bullion to the UK retail customer, and is a
significant player on the world stage. Notwithstanding some inevitable volatility we continue to trade
satisfactorily across all bullion products and all regions.

We were extremely well suited to the trading conditions in the spring of 2020. At that time there was a real
difficulty for our competitors in selling and delivering small bullion products. This was caused by the Covid-
related shutting down of fabricating and transport facilities all over the world.

However there was no interruption to Loco London delivery of large ‘Good Delivery' bars in gold (400 oz) and
silver (1,000 oz). These remain the products at the hearl of our operations, and we were able to continue
trading essentially without interruption.

As we maintain our balance sheet in Sterling we will ordinarily post higher profits when Sterling depreciates
because this tends to cause bullion and foreign currency inventory balances to be revalued higher in Sterling
terms. This year there was no material change in Sterling / USD, which was steady at 1.294.

Since the year end date — however — the strength of Sterling, which has risen sharply since the announcement
of a trade deal with the EU, would ordinarily depress profits. Yet even with Sterling exchanging at around $1.36
in January 2021, the first three months of the current year are all ahead of the same period last year, which is a
pleasing start to 2021,

Aside from the recovery in Sterling resulting from reaching a trade agreement with the EU, the completion of

Brexit has had no material effect on the business. Any impact it may have had has become invisible in the
shadow of Covid, which has largely had a beneficial effect on trading.
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GALMARLEY LIMITED

GROUP STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 OCTOBER 2020

Key performance indicators

Among many data which the executive directors monitor on a near daily basis — and formally at regular full
board meetings - key performance indicators include trading commission, account funding, total vaulted client
property and a range of trading and other running costs.

Results and dividends

A final dividend of £9.00 per £1 ordinary share was paid in January 2020 (in respect of the year to Oct 31 2019)

An interim dividend of £10.00 per £1 ordinary share was paid in October 2020 (in respect of the year to Oct 31
2020).

A final dividend of £5.55 per £1 ordinary share was paid in January 2021 (in respect of the year to Oct 31
2020).

Principal risks and uncertainties

The principal risks uncertainties facing the group have been disclosed within the Directors Report (see page 8).
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GALMARLEY LIMITED

GROUP STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 OCTOBER 2020

Statement by the directors in performance of their statutory duties in accordance with section
172 of the Companies Act 2006

The directors acknowledge and understand their duties and responsibilities, including that of section 172, of the
Companies Act 2006. A director of a company must act in the way he or she considers, in good faith, would be
most likely to promote the success of the company for the benefit of its members as a whole, and in doing so
have regard (amongst other matters) to:

the likely consequences of any decision in the long term,

the interest of the company’s employees,

the need to foster the company's business relationships with suppliers, customers and others,

the impact of the company’s operations on the community and the environment,

the desirability of the company maintaining a reputation for high standards of business conduct, and
. the need to act fairly as between members of the company

The board recognises that the long term success of the business is dependent on the way we interact with a
large number of important stakeholders including our colleagues, clients and sharehoiders.

The directors have had regard to the interest of our stakeholders while complying with their obligations to
promote the ongoing success of the business in line with the section 172 of the Companies Act,

Ahead of all board meetings the directors are supplied with board papers that highlight relevant stakeholder
considerations along with performance metrics.

The board's decision making considers both risk and reward in the pursuit of delivering long term value to our
stakeholders and acknowledging and understanding the current and potential risks to the business, both
financial and non-financial, are fundamental to how we manage the business.

The directors, both individually and collectively as a board consider the decisions taken during the year ended
31st October 2020 were in conformance of their duty under section 172 of the Companies Act.

This report was approved by the board and signed on its behalf.

I— 7&»61'

G Tustain
Director

B z,s/y,/zou
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GALMARLEY LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 OCTOBER 2020

The directors present their report and the financial statements for the year ended 31 October 2020.
Directors' responsibilities statement

The directors are responsibie for preparing the Group strategic report, the Directors' report and the consolidated
financial statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including Financial
Reporting Standard 102 ‘The Financial Reporting Standard applicable in the UK and Republic of Ireland'. Under
company law the directors must not approve the financial statements unless they are satisfied that they give a
true and fair view of the state of affairs of the Company and the Group and of the profit or loss of the Group for
that period.

In preparing these financial statements, the directors are required to:

. select suitable accounting policies for the Group's financial statements and then apply them consistently;

. make judgments and accounting estimates that are reasonable and prudent;

. state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements;

. prepare the financial statements on the going concern basis unless it is inappropriate to presume that the

Group will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Company's transactions and disclose with reasonable accuracy at any time the financial position of the
Company and the Group and to 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 the Group
and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

The directors are responsible for the maintenance and integrity of the corporate and financial information
included on the Group's website. Legislation in the United Kingdom governing the preparation and
dissemination of financial statements and other information included in Directors' reports may differ from
legislation in other jurisdictions.

Principal activity

The principal activity of the group in the year under review was that of providing an online platform for the
trading of bullion and whisky.

The principal activity of the company continued to be that of enabling its customers to buy and sell high
integrity gold, silver and platinum bullion, via the internet, and arranging the custody of this bullion in
professional vaults in London, New York, Singapore, Toronto and Zurich. The company delivers its service
through the BullionVault.com website.

Results and dividends

The profit for the year, after taxation, amounted to £8,733,000 (2019 : £4,167,000).

A final dividend of £9.00 per £1 ordinary share was paid in January 2020 (in respect of the year to Oct 31 2019)

An interim dividend of £10.00 per £1 ordinary share was paid in October 2020 (in respect of the year to Oct 31
2020).

A final dividend of £5.55 per £1 ordinary share was paid in January 2021 (in respect of the year to Oct 31
2020).
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GALMARLEY LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 OCTOBER 2020

Directors
The directors who served during the year and up to the date of this report were:

P Tustain
T Levene
G Lockwood
R Glynne

Financial risk management and objectives

The key objective in using financial transactions is the maintenance of a float of bullion and currency in order
that the group's bullion trading computer programs have sufficient access to funds and bullion to be able to
trade and settle trades on the BullionVault order board, where the rules require instantaneous settlement. This
means any bullion sold on the order board by the group must already belong to the group, and have been
released into the vault before being sold, and any money used to bid for bullion must already be at the
company's bank, and be capable of being immediately credited to the seller in cleared funds.

8o, more specifically, the objectives of our financial fransactions are:-

1. To ensure an immediately available inventory of US Dollars, Euros, Yen and Pounds Sterling, cleared in
bank accounts, while not unduly exposing the company to currency risk.

2. To ensure an immediately available inventory of bullion vaulted in London, New York, Singapore, Toronto
and Zurich, while not unduly exposing the company to risks of dramatic bullion price movements.

Policies

To meet these objectives the group engages in two main styles of financial transaction giving rise to material
risk.

1. Gold, silver and platinum bullion trades. These are executed with reputable London bullion dealers. The
company currently has accounts with one bullion dealing bank and two commodities trading houses. All are
members of the London Bullion Market Association. The company buys bullion from them usually for
settlement within 24 or 48 hours and is required to pay before receipt of bullion, an the day settlement is due.
Making that payment prior to delivery exposes the company to a potential counterparty default, which, while it
is the main financial risk of dealing with them, is considered well controlled and modest. An additional risk
arises with these counterparties, which is the depositing of cash margin with them in order to retain the ability to
trade quickly, and in size, when market conditions require it.

2, Trades giving rise to a long position in bullion or a foreign currency. Given that the company has net
shareholders’ funds amounting to approximately £35m this has to be held somehow. Leaving it all in sterling (or
hedging positions to create a uniquely sterling based risk profile) eliminates any risk of nominal sterling profits
or losses arising from rises or falls in the prices of currency and bullion. However that policy would run the risk
of a slide in sterling’s value significantly impairing the company’s ability to buy bullion and FX. In order to
mitigate to some degree the risk of such a slide in sterfing from impacting the business the company elects to
maintain material positions in both bullion and foreign currency. Currently these do not exceed 50% of
shareholders’ funds. Holding assets which are not sterling gives rise to the possibility of both profits and losses,
when, at the end of the year, the holding is presented at its then market value.

There is no material risk regarding the spot and forward currency transactions which the company also
undertakes, as in these the amount owed (in one currency) is in value terms owing (in another) and both
amounts are open with the same counterparty and/or settle at the same time.

The company is not at material risk from customer default because customers can only purchase bullion with

cleared money already received by the company. Similarly customers can only sell bullion already in the
custody of the company.
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GALMARLEY LIMITED

DIRECTORS® REPORT (CONTINUED)
FOR THE YEAR ENDED 31 OCTOBER 2020

Greenhouse gas emissions, energy consumption and energy efficiency action

The Group has not disclosed information in respect of greenhouse gas emissions, energy consumption and
energy efficiency action as its energy consumption in the United Kingdom for the year is 40,000kWh or lower.

Principal risks and uncertainties
Bullion supplier default

Before explaining the nature of this risk it is important to point out that this risks only the company's money.
Neither client money nor client bullion is exposed.

In our view the default of a market counterparty is a meaningfut financial risk. Although we always pay on the
day settlement is due we could conceivably pay a counterparty in the moring for the afternoon delivery of
bullion, which might not proceed if the counterparty were to fail after receiving our money, and before
delivering us our bullion.

In addition the margin left with that counterparty might be lost. The combination of the two might be as much as
£5m.

There is no 100% safe counterparty.

Our counterparties for bullion trades are all LBMA member firms. We have more than one supplier so that we
can avoid an undue concentration of counterparty risk. As far as we can we arrange our purchases to prevent
too much being settled on one day with one counterparty.

We try to keep settlements below £4m and we are successful in more than 95% of cases. This does not reduce
the risk of a default by a bullion counterparty, but does somewhat reduce its consequence.

We would favour suppliers who segregate money upon receipt, and hold it segregated until we receive delivery
of our bullion. But our major suppliers do not segregate our money upon receipt, which means they do not have
to finance our purchase for one or two hours with their own funds. This benefits them in lower costs, and
benefits us in their more competitive pricing.

This raises a question of judgement which the board keeps under review. We must weigh the risk of default
against the higher pricing which goes with a segregated service. Over a number of years we have been
confident enough in our counterparties to prioritise price over segregation, and now we may look at the decision
as having been successful, in so far as the benefits to our business probably would now outweigh the costs of a
single failure. But far better is to avoid the cost of a failure. We have now resolved to formalise a review of our
counterparties via their credit rating — where available ~ and to moderate both margin balances and transaction
sizes accordingly.
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GALMARLEY LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 OCTOBER 2020

Reporting currency risk

There is a risk of currency failure. Given responses to Covid-1 9, and the historical financial experience of
jurisdictions which have allowed government debt to exceed 100% of GDP, we must consider the risk of a run
on sterling, possibly leading to severe inflation.

This is a risk not widely considered in the current low retail price inflation environment. But we believe it is
increasingly material, and it places us and all other businesses in a difficult ditemma.

Again | stress this is a risk for the shareholders’ funds and not for clients — except to the extent that they hold
their own money on deposit through us in Sterling.

We report in Sterling, and manage our gold and FX positions so as to leave them relatively small. The balance
of our funds of £35m are therefore automatically exposed to fluctuations in the international purchasing power
of Sterling.

A prolonged or dramatic fall in the value of Sterling would lose our shareholders a great deal of purchasing
power, but not generate reportable or tax losses. It would limit our ability to buy gold and expand our business,
and it would reduce our balance sheet worth expressed - for example - in dollars.

This marketplace currency risk is at its most acute, and invisible, when it comes to Sterling. In a rapid inflation
of our host currency we would report no losses and would be taxed on profits as if nothing were happening,
while our balance sheet was slowly (or possibly rapidly) being relieved of its purchasing power.

The only mitigating aspect of this risk is that it would be good for the trading revenues of our business. We
would be likely to be trading fast and profitably in such an environment, but whether it would be fast enough to
make up the losses on our accumulated reserves from 15 years of profitable trading is entirely another matter.

In the meantime the discretion of the directors to move shareholders out of Sterling and into another asset is

the responsibility they must accept, without any real hope that it is a discretion which could be exercised with
any precision. Fast inflating currencies are notoriously difficult to trade in.
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GALMARLEY LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 OCTOBER 2020

Bank failure

Our major UK bank has been rebuilding itself in the period from 2008 to 2019. There is wide agreement that by
the beginning of 2020 it was in a much stronger financial position than it was in October 2009, at the peak of
that year’s financial crisis.

Then Covid-19 arrived, placing an unknowable load on its commercial borrowers, and thence on the bank itself.

Such news as there is on this delicate matter suggests that the major British banks are secure by virtue of their
overall economic importance, if less so their financial soundness. The board has been unwilling to take this
entirely on trust, and we have been in regular contact with the bank throughout the year. We have been
seeking a balancing of our considerable exposure to them — an unusual circumstance for a bank to find itself in.

Aside from client funds — which should be at least partially protected by deposit protection schemes — we
estimate that we have approximately £19m of company exposure to a default by our bank. This greatly
exceeds the maximum threshold of deposit protection, and would represent a very large hit to our balance
sheet,

The government’s current position is that firms such as ours are sophisticated enough to manage such a risk.
Policy has shifted — at least nominally — so that instead of automatically rescuing a failing bank with taxpayers’
money, business money, such as our company's, would likely now be ‘bailed-in’ to an unknown extent if there
were a bank failure. Policy now has the effect of focusing the cost of a bank'’s failure on companies like ours.

Our board is uncomfortably aware of this, Accordingly we have explored a loan structure, whereby our
unavoidably large and necessary working capital balance is balanced by loans secured against bought assets
(bullion). With the appropriate rights of set-off this could flatten the exposure, Unfortunately we have had not
been successful in achieving this through our bank.

Our communications with variously well connected people in the City of London are mollifying, and in some
respects consistent with what we see and read in the Treasury's actions. Broadly, if it is not a problem to print
£400 billion for government's economy-supporting purposes it should be expected that whatever 10s of billions
might be needed to save our larger UK banks would be printed too — to avoid the inevitable crunch of a major
bank failure. But this is an inadequate solution and we know it.

We continue to evaluate our banking options but acknowledge other banks may pose different and otherwise
unforeseen risks. Switching banks would also come at significant operational cost.

Market risk

The company is exposed to movements in the gold price. It maintains an unhedged net gold inventory of
approximately 80kg which is allowed to float up and down by a maximum of about 14kg before being corrected
by a market trade.

We also keep up to about 30% (£8m) of our shareholders funds in US$, although this has recently been held at
about $2.5m.

We do not seek to hedge these balances entirely out of market risk. At current prices a long of 94kg undergoing
a two percent price fall in gold - which would be a sharp one day move - costs the company about £88,000 in
inventory losses, which is easily absorbed by our financial strength. If the $ position currently maintained were
to incur a 2% fall it would result, similarly, in a loss of about £40,000, again an inconsequentially small impact
on P&L.

Neither the gold nor US$ positions, nor the smaller € or silver positions are considered a material risk.
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GALMARLEY LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 OCTOBER 2020

Liquidity risk

The company operates in bullion and currency markets both of which are among the deepest capital markets in
the world. There is minimal risk of these markets becoming illiquid in normal circumstances. Gold has had by
far the best long term record of deep and liquid markets of any financial asset in history.

All customers now have direct daily access to the London Bullion Market - the biggest bullion market in the
world. In any marketplace nothing can guarantee a determined seller access to a willing buyer. However by
providing direct dealing access to all our other customers, and direct access to the London Bullion Market, the
risk of a failure of liquidity is in our opinion as low as it can reasanably be.

Cash flow risk

The company has no current material risk in terms of cash flow. The company has sufficient liquid assets to
meet all expenses at the current level for 5 years - even in the absence of any revenues.

The company's assets are almost entirely held in currency and bullion which are both highly liquid, so excepting
supplier default there is no realistic danger of not being able to raise any cash required in the short and medium
term.

Very few businesses could demonstrate this ability to pay all their running costs into the far future.
Other financial risks

The most material other financial risk to the business is customer fraud. In the course of normal business we
pay large sums by bank wire to our customers' original funding bank account. We regard every substantial
payment as having a potential for serious loss. Nevertheless we must pay our customers quickly and efficiently
when they demand it. We maintain tight control of our procedures in this regard, and our record is good.

Data breach risk

Data breach (hacking) is a material risk, in different ways to both customers and shareholders. Our measures
against it are under regular review involving the chairman, the CEO and the CTO, who have regular meetings
at which no issues except data security are discussed. These meetings are not casual procedure, as our board
and our management team regard this particular risk as the single largest threat to the ongoing health of our
company.

We are forced by law to hold information on our systems which is personal to customers (for example, details
about their identity). Offering, as we do, an on-line service there is no practical alternative to holding this
information in a modern digital information system which will be connected to the outside world, and which will
have the general ability to be accessed, copied and transmitted at exceptional speed, were unauthorised
access to be gained. This reality underlies the very real nature of the risk.

Unfortunately, even given our significant expertise in this area, we have to recognise that modern systems are
so complicated, and the threats against them so sophisticated, that it is inevitable that there will be gaps in our
collective knowledge about particular data breach threats.

Without disclosing (for obvious reasons) the nature of the extensive measures we take, we nevertheless assert
that if a breach were to occur it will not be the result of board-level complacency.

Other risks

The Directors believe that there are - as in any business - unquantifiable risks relating to, for example,
reputation and unpredictable force majeure events. These are a general feature of a modern business
environment. A good example of such a risk is Covid. | find myself remembering that as | wrote the equivalent
report a year ago, Covid was not an identified risk. The world remains more than capable of blindsiding all of
us.
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