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OANDA CORPORATION 
Consolidated Statement of Financial Condition 
(In U.S. dollars) 
 
As of December 31, 2019 
 
   2019 
 

Assets: 
 
Cash and cash equivalents (note 5)      $    326,591,070 
Accounts receivable  2,507,421 
Due from broker (note 6)  47,366,518 
Due from related parties (note 9)  6,781,178 
Property and equipment (note 7)  1,933,973 
Right-of-use asset (note 13)                                                                                                       3,452,297 
Income taxes receivable (note 11) 454,127 
Intangible assets (note 8)  1,246,379 
Other assets (note 10)  3,199,894 
Deferred income taxes (note 11) 3,908,439 
Total Assets   $ 397,441,296 
 

Liabilities and Stockholder s Equity: 
 
Liabilities: 

Amounts due to customers (note 5)     $    284,183,324 
Accounts payable and accrued expenses   6,812,078 
Contract liabilities  3,304,091 
Due to related parties (note 9)  2,239,052 
Income taxes payable (note 11)  2,003,004 
Lease liability (note 13)  3,584,854 
Deferred income taxes (note 11)                                                                                              68,920 
                      $   302,195,323 

   
Stockholder s equity: 

Common stock   
($0.01 par value, 1,000 shares, authorized, issued and outstanding)                       10    
Additional paid-in capital  71,785,234 
Retained earnings  25,401,754 
Accumulated other comprehensive income    (1,941,025) 
                            $    95,245,973 

   
Total Liabilities and Stockholder s Equity                                $  397,441,296 
 

See accompanying notes, which are an integral part of this consolidated financial statement. 

On behalf of the Board: 
 
   Director 
 
 
   Director 

kryan
Stamp



OANDA CORPORATION 
Notes to Consolidated Statement of Financial Condition 
(In U.S. dollars)  
 
As of December 31, 2019 
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1. Nature of business: 

OANDA Corporation (the "Company"), a Delaware corporation incorporated on November 14, 

1996, is a global provider of innovative foreign exchange and online trading services. The 

Company's principal business activities are online foreign exchange and contract-for-difference 

("CFD") trading, exchange rate subscription services, and licensing of its trading software 

platform.  The Company is a registered Futures Commission Merchant with the Commodity 

Futures Trading Commission and a member of the National Futures Association. The Company’s 

wholly-owned subsidiary, OANDA (Canada) Corporation ULC, and its affiliates that offer foreign 

exchange and CFD trading outside of the United States are all registered with a relevant regulator 

in the jurisdiction in which they operate.  

On October 15, 2018, OANDA Global Corporation ("OGC") a Delaware corporation and the 

Parent of the Company, and other OANDA affiliated entities were acquired, by CVC Capital 

Partners (CVC) Asia Pacific IV L.P (“Fund IV”) through its wholly owned subsidiary, Plutus 

Investment Holdings Inc. Fund IV is a private equity fund domiciled in Jersey and owned and 

managed by CVC Capital Partners (“CVC”).  

The Company’s principal sources of revenues are as follows: 

(a) Foreign exchange and CFD trading: 

The Company provides online margin trading focused primarily on over-the-counter foreign 

exchange trading for speculative or investment purposes. The Company also offers 

leveraged CFD trading in commodities and stock indices through its wholly-owned subsidiary 

and foreign affiliates. Trading is conducted through the Company's proprietary online 

platform, a fully automated trading platform in which the Company fulfills the role of market- 

maker.  Customers are required to post collateral to support their trading on margin in the 

normal course.   

Net interest revenue, included as part of trading revenue, consists of the revenue generated 

from interest charges or credits on open trades with customers and liquidity providers.  

The Company economically hedges its trading exposure with major financial institutions, as 

considered appropriate for certain of its customer trading positions, to unmatched trades in 

foreign exchange and commodities to ensure that it is not unacceptably exposed to material 

losses based on analysis performed by the Company.  

The Company is not subject to the segregation requirements for customers’ deposits on U.S. 

commodity exchanges pursuant to Section 6d(a)(2) under the Commodity Exchange Act  
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Notes to Consolidated Statement of Financial Condition 
(In U.S. dollars) 
 
As of December 31, 2019 
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1. Nature of business (continued): 

("CEA"), or to the requirements of Regulation 30.7 under the CEA for foreign futures and 

foreign options customers. 

 (b) License and maintenance fee revenue: 

The Company licenses its trading software platform to a third party on a term basis, who, in 

turn, offers currency and derivative trading to its customers. Additionally, license fees relate 

to an agreement entered into by the Company with its wholly-owned subsidiary and foreign 

affiliates. This agreement is titled “Trading Platform License, Support & Profit Sharing 

Agreement”. Under this agreement, the Company agreed to license its trading platform and 

the “OANDA” trademark for the purpose of the subsidiary and affiliates offering an internet-

based foreign exchange and CFD trading platform to its trading customers in the relevant 

jurisdiction. 

 (c) Service revenue: 

The Company entered into an agreement with each of its wholly-owned subsidiaries and 

affiliates to provide business consulting services which include management services and 

other corporate functions performed on behalf of and for the benefit of these related entities. 

Under these agreements, the Company charges a service fee to each related entity. 

Revenue is recognized as the services are performed.   

(d) Exchange rate subscription revenue: 

The Company provides currency data feeds to third parties for their back office operations 

and websites on a subscription basis. 

2. Recently Adopted Accounting Pronouncements: 

In May 2014, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards 

Codifications (“ASC” No. 2014-09, Revenue from Contracts with Customers (Topic 606), (“ASU 

2014-09”), which outlines a single comprehensive model for entities to use in accounting for 

revenue.  Topic 606 supersedes the revenue recognition requirements in ASC Topic 605, 

Revenue Recognition (Topic 605), and requires the recognition of revenue when promised goods 

or services are transferred to customers in an amount that reflects the considerations to which 

the entity expects to be entitled to in exchange for those goods or services.  Topic 606 also 

includes Subtopic 340-40, Other Assets and Deferred Costs-Contracts with Customers, which 

requires the deferral of incremental costs of obtaining a contract with a customer. On January 1,  
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2.       Recently Adopted Accounting Pronouncements (continued): 

2019, the Company adopted this standard which did not have a material impact on the 

Company’s consolidated statement of financial condition.  Accordingly, the adoption of the new 

standard did not result in a transition adjustment to opening retained earnings. 

 In February 2016, the FASB issued ASU No. 2016-02 Leases (Topic 842), (“ASU 2019-02” or 

“ASC” 842”) which supersedes current guidance related to leases.  This guidance is intended to 

increase transparency and comparability among organizations by recognizing lease assets and 

lease liabilities on the balance sheet and disclosing key information about leasing arrangements.  

In July 2018, the FASB issued ASU No. 2018-10, Codification Improvements to Topic 842, 

Leases.  The ASU makes 16 technical corrections to the new leases standard and other 

accounting topics, alleviating unintended consequences from applying the new standard.  It does 

not make any substantive changes to the core provisions or principles of the new standard.  In 

July 2018, the FASB also issued ASU No. 2018-11, Leases (Topic 842).  The ASU provides (1) 

an optional transition method that entities can use when adopting the standard and (2) a practical 

expedient that permits lessees to not separate nonlease components from the associated lease 

component if certain conditions are met. The Company early adopted the new standard as of 

January 1, 2019 and recognized a nil cumulative-effect adjustment to the opening balance of 

retained earnings as of the adoption date. The Company elected the practical expedient to use 

hindsight when determining the lease terms and the package of practical expedients to not 

reassess whether existing contracts contain leases, the lease classification for existing leases, 

the short term lease exclusion and whether existing initial direct costs meet the new definition.  

The adoption of Topic 842 resulted in the recognition of total right-of-use assets of $3,962,789 

and total lease liabilities of $4,016,224 as of adoption date, with the most significant impact 

related to the Company’s facilities.  

3. Recently Issued FASB Accounting Standard Codification Updates: 

In June 2016, the FASB issued ASU No 2016-13, “Financial Instruments-Credit Losses (Topic 

326):  Measurement of Credit Losses on Financial Instruments” (“ASU 2016-13’).  The purpose 

of ASU 2016-13 is to require a financial asset measured on the amortized cost basis to be 

presented at the net amount expected to be collected.  Credit losses relating to available-for-sale 

debt securities should be recorded through an allowance for credit losses.  This update is 

effective for all other entities, other than public business entities, for fiscal years beginning after 

December 31, 2020. The Company is currently assessing the impact of ASU 2016-13 on its 

consolidated statement of financial condition. 
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4.      Significant accounting policies: 

(a) Basis of presentation: 

The Company's consolidated statement of financial condition is prepared in accordance with 

accounting principles generally accepted in the United States of America ("U.S. GAAP") and 

are presented in U.S. dollars. The statement of financial condition is prepared for the purpose 

of complying with the NFA’s rule 2-36(n)(vii) regarding the public disclosure of the Company’s 

statement of financial condition and all related footnotes that are part of the Forex Dealer 

Member's most current certified annual report pursuant to CFTC Regulation 1.16.  

(b) Basis of consolidation: 

The consolidated statement of financial condition includes the accounts of the Company and 

its wholly-owned subsidiaries. All intercompany balances and transactions are eliminated on 

application of consolidation principles. 

The Company's statement of financial condition includes the following wholly-owned 

subsidiaries as at December 31, 2019: 

(1) OANDA (Canada) Corporation ULC; and 

(2) OANDA India Private Limited 

 (c) Use of estimates: 

The preparation of financial statements in accordance with U.S. GAAP requires management 

to make estimates and assumptions that affect the reported amounts of assets and liabilities 

and disclosure of contingent assets and liabilities at the date of the financial statements and 

the reported amounts of revenue and expenses during the year.  

In preparing the consolidated statement of financial condition, significant estimates 

management makes include the following: 

• allowance for doubtful accounts; 

• initial recognition and realization of deferred tax assets; 

• determination of estimates of uncertain tax positions; 
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4. Significant accounting policies (continued): 

• incremental rate of borrowing used to determine value of right-of-use asset and lease 

liabilities; 

• assessing the useful lives and existence of potential indicators of impairment related to 

property and equipment;  

• assumptions included in the determination of stock-based compensation, which includes a 

number of estimates and assumptions associated with unit awards arising from a group 

related plan as issued and granted to certain employees of the Company and disclosed in 

note 12. 

Estimates, by their nature, are based on judgement and available information. Actual results 

could differ from those estimates and could have a material impact on the consolidated 

statement of financial condition. 

(d) Revenue from contracts with customers: 

In accordance with ASC 606, revenue is recognized when a customer obtains control of 

promised serviced.  The amount of the revenue recognized reflects the consideration that 

the Company expects to be entitled to receive in exchange for these services.  To achieve 

the core principle of this new standard, the Company applies the following steps: 

1. Identification of the contact, or contracts, with the customer 

The Company considers the terms and conditions of the contracts and the Company’s 

business practices in identifying its contracts under ASC 606.   

The Company determines if it has a contract with a customer when the contract is approved, 

it can identify each party’s rights regarding the services to be transferred, it can identify the 

payment terms for the services, it has determined the customer has the ability and intent to 

pay and the contract has commercial substance. The Company applies judgement in 

determining the customer’s ability and intent to pay, which is based on a variety of factors, 

including customer’s historical payment experience or, in the case of a new customer, credit 

and financial information pertaining to the customer. 
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4. Significant accounting policies (continued): 

2. Identification of the performance obligation in the contract   

Performance obligations promised in a contract are identified based on the services and the 

products that will be transferred to the customer that are both capable of being distinct, 

whereby the customer can benefit from the service either on its own or together with other 

resources that are readily available from third parties or from the Company, and are distinct  

in the context of the contract, whereby the transfer of the services and the products is 

separately identifiable from other promises in the contract.  The Company’s performance 

obligations consist of i) licensing a trading platform including support and maintenance and 

ii) providing exchange rate subscriptions to subscribers. 

3. Determination of the transaction price 

The transaction price is determined based on the consideration to which the Company 

expects to be entitled in exchange for its services to the customer.  Variable consideration is 

included in the transaction price if, in the Company’s judgement, it is probable that a 

significant future reversal of cumulative revenue under the contract will not occur.  None of 

the Company’s contracts contain a significant financing component. 

4. Allocation of the transaction price to the performance obligations in the contract 

If the contract contains a single performance obligation, the entire transaction price is 

allocated to the single performance obligation.  Contracts that contain multiple performance 

obligations require an allocation of the transaction price to each performance obligation 

based on a relative standalone selling price. 

5. Recognition of the revenue when, or as, the Company satisfies a performance obligation 

Revenue is recognized at the time the related performance obligation is satisfied by 

transferring the control of the promised service to a customer.  Revenue is recognized when 

control of the service is transferred to the customer, in an amount that reflects the 

consideration that the Company expects to receive in exchange to those services.  

The Company generates revenue licensing of its trading platform and exchange rate 

subscription services.  
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4. Significant accounting policies (continued): 

 (i) License and maintenance fee revenue: 

License and maintenance fees on contracts are different performance obligations for 

which a transaction price is allocated based on the terms of the contract. Revenue from 

term-based licenses is recognized when realized or realizable on a straight-line basis 

over the contractual term of the agreement or the expected period during which those 

services will be provided. The Company's license services may require it to provide 

maintenance services over the license term. Revenue from multi-year time-based  

licenses that include support or maintenance services, whether separately priced or not, 

is recognized rateably over the license term. The timing of revenue recognition differs 

from contract payment schedules. Amounts billed in accordance with customer 

contracts, but not yet earned as the performance obligation has not been fulfilled, are 

recorded and presented as part of contract liabilities. 

(ii)  Service revenue: 

Revenue is recognized when the services have been performed, evidence of an 

arrangement exists between the parties, the price for the services is fixed and 

determinable, and collectability is reasonably assured.    

(iii)  Exchange rate subscription services: 

Revenue from exchange rate subscription services is recognized when realized or 

realizable on a straight-line basis over the contractual term of the agreement or the 

expected period during which those services will be provided. Subscription services are 

billed in advance and the revenue is deferred until the service is provided.  

 (e) Trading revenue, net 

Trading revenue, net represents foreign exchange and CFD trade execution for the 

Company’s customers. Realized gains and losses from closed or liquidated trades are 

calculated using the specific identification method.  Unrealized gains and losses on open 

trades are calculated using the prevailing spot rate of exchange on the reporting date and 

are included in amounts due to customers and due from customers, as applicable.  

Interest earned by or charged to customers is calculated on a daily basis and recorded 

when earned or incurred. 
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4. Significant accounting policies (continued): 

Net revenue from trading related transactions represents realized and unrealized gains 

and losses from the Company's closed and open positions with its liquidity providers, net 

of realized and unrealized gains and losses on customers' closed and open positions with 

the Company, and interest earned by or charged to customers, net of interest earned or 

charged to the Company by its liquidity providers. Trading revenue is also net of sales 

incentives and rebates offered to customers in the form of cash or credits to a customer’s 

trading account as the Company generally does not meet the conditions for expense 

classification, namely that the identified benefit to the Company is not sufficiently  

separable from a customer’s trading activities and the Company cannot reasonably 

estimate the fair value of the aforementioned benefit.  

Trading revenue, net also includes share of profits allocation to company’s affiliates for the 

trades executed by the customers of the company’s affiliates on the trading platform 

owned by the company. 

Spot currency trades or transactions with financial institutions are entered into in the 

normal course of business in order to hedge market exposures resulting from transactions 

with customers.  Such currency contracts are carried at fair market.   

(f) Leases: 

The Company determines if an arrangement is, or contains, a lease at inception.  Operating 

leases are included in operating right-of-use (“ROU”) assets and operating lease liabilities 

which are part of property and equipment and lease liability in the consolidated statement of 

financial condition, respectively.  

ROU assets represent the Company’s right to use an underlying asset for the lease term and 

lease liabilities represent the Company’s obligations to make lease payments based on the 

lease contracts.  Operating lease ROU assets were recognized at adoption date or lease 

commencement date, if the commencement date was after January 1, 2019, based on the 

present value of lease payments over the lease term.  The Company’s lease contracts do 

not provide an implicit rate, as such the Company used its incremental borrowing rate based 

on the information available at adoption date or lease commencement date in determining 

the present value of the lease payments.  The Company has operating leases for its facilities. 
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4. Significant accounting policies (continued): 

The Company adopted ASC 842, utilizing the modified retrospective transition approach with 

a nil impact to opening retained earnings as of January 1, 2019.  Upon adoption of ASC 842, 

the company elected: 

• The package of practical expedients which allows for not reassessing (1) whether 

existing contracts contain leases, (2) the lease classification for existing leases, and 

(3) whether existing initial direct costs meet the new definitions. 

• The practical expedient in ASC Subtopic 842-10 to not separate non-lease 

components from lease components for its facilities and instead account for each 

separate lease component and non-lease component associated with that lease as 

a single lease component. 

• Not recognize ROU assets and lease liabilities for short-term leases, which have a 

lease term of twelve months or less. 

(g) Interest income: 

Interest income consists of interest earned on cash and cash equivalents and is recognized 

in the period earned.  

(h) Stock-based compensation: 

Subsequent to CVC’s acquisition of OGC in 2018, Plutus Investment US L.P. (“Plutus”), an 

entity controlled by CVC and the parent entity of Plutus Investment Holdings Inc., 

introduced a management incentive plan for certain employees of the Company. Plutus 

granted share-based awards in the form of units as part of a group share-based payment 

arrangement.  As a result, the Company is a member of a group whose employees, or grant 

recipients, meet the definition of an employee of an entity in the group.  Accordingly, the 

awards granted by OGC and Plutus to the Company's employees are accounted for using 

employee accounting in these subsidiary financial statements.  These units have been equity 

classified and certain units contain vesting conditions that are dependent upon the 

achievement of both service and market conditions in the future. Stock-based compensation 

expense related to the issuance or grant of these awards has been recorded with a 

corresponding credit to equity, representing a capital contribution from Plutus for each of their 

respective share-based payment arrangements with the Company’s employees.   
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4. Significant accounting policies (continued): 

Stock-based compensation is accounted for using the fair value method, which requires the 

measurement and recognition of compensation cost attributable to the issuance or grant of 

share-based payment awards to be based on their estimated fair values.  The Company 

determines the estimated fair value of share-based payments on their grant date and records 

this amount as compensation expense over the vesting period, if any, with a corresponding 

increase in equity. 

(i) Foreign currency translation: 

The Company's functional and presentation currency is U.S. dollars. Foreign denominated 

assets and liabilities are translated into U.S. dollars at exchange rates at the date of the 

Consolidated Statement of Financial Condition.  

 (j) Income taxes: 

Income taxes are accounted for using the asset and liability method, which requires the 

recognition of deferred tax assets and liabilities on temporary differences between the 

carrying amount of assets and liabilities for financial reporting purposes and the amounts 

used for tax purposes. 

Deferred tax is calculated at the tax rates that are expected to be applied to the temporary 

differences when they reverse, based on the laws that have been enacted by the statement 

of financial position date. A valuation allowance is recorded against deferred tax assets if it 

is not more likely than not that such assets will be realized.  

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset 

current tax liabilities and assets and they relate to income taxes levied by the same taxing 

authority on the same taxable entity, or on different tax entities if the Company intends to 

settle current tax liabilities and assets on a net basis. 

Contingent income tax liabilities are recorded using a two step process in which 1) we 

determine whether a tax position is more likely than not to be sustained upon examination 

based upon the technical merits of the position and 2) for those tax positions that meet the 

more-likely-than-not threshold, we recognize the  largest amount of tax benefit that has a 

greater than fifty percent likelihood of being realized upon ultimate resolution.  

A deferred tax asset is recognized for unused tax losses, tax credits, and other deductible 

temporary differences to the extent that it is probable that future taxable profits will be  
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  4. Significant accounting policies (continued): 

available against which they can be utilized. Deferred tax assets are reviewed at each 

reporting date and are reduced to the extent that it is no longer probable that the related tax 

benefit will be realized. 

The Company operates under a permanent reinvestment strategy, under which earnings 

derived from foreign affiliated businesses remain invested in the Company’s foreign 

subsidiaries. The Company does not recognize U.S. domestic tax expense related to the  

permanently reinvested earnings. The Company has no plans to repatriate accumulated 

unremitted earnings as of December 31, 2019.  

The Company's Canadian subsidiary, OANDA (Canada) Corporation ULC, is entitled to 

Scientific Research and Experimental Development non-refundable investment tax credits 

("SR&ED ITCs") for qualifying research and development activities which can be applied 

against Canadian federal and provincial income taxes payable.  The Company recognizes 

the benefit of its SR&ED ITCs when there is reasonable assurance that they will be realized 

through their application against current or deferred income tax expense (benefit). 

(k) Cash and cash equivalents: 

Cash and cash equivalents include cash and highly liquid investments with original maturities 

of ninety days or less. The carrying amount of cash and cash equivalents approximates its      

fair value because of the short maturity of these investments. Cash balances may be in 

excess of insured limits in the relevant jurisdiction in which the cash is held. Cash held for 

customers represent cash and other highly liquid assets held to fund customer liabilities in 

connection with trading positions.  

(l) Fair value measurements: 

The Company records certain financial assets and liabilities at fair value.  Fair value is defined 

at the price that would be received for an asset or paid to transfer a liability in an orderly 

transaction between market participants.  Fair value measurement establishes a three-level 

hierarchy that prioritizes the inputs used to measure fair value.   

• Level 1 - Quoted market prices in active markets for identical assets or liabilities. 
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4. Significant accounting policies (continued): 

• Level 2 - Quoted prices for similar assets and liabilities in active markets; quoted prices 

for identical or similar assets and liabilities in markets that are not active; or other inputs 

that are observable or can be corroborated by observable market data. 

• Level 3 - Unobservable inputs that are supported by little or no market activity. 

As of December 31, 2019, the Company's derivative assets and liabilities are classified as 

either Level 1 and 2 (note 6).  Other financial assets and liabilities including cash and cash 

equivalents, accounts receivable, amounts due to customers, and accounts payable and  

accrued expenses, are recorded at carrying amounts, which approximate fair value due to 

their short-term nature of these instruments and related maturities. 

As of December 31, 2019, the Company did not have any Level 3 financial assets or 

liabilities. 

(m) Derivatives: 

The Company entered into futures contracts to economically hedge the open customer 

contracts of its CFD business for part of the year. The hedging of the open CFD contracts 

were moved to one of the company’s affiliates during the year. Futures contracts are 

exchange traded contracts to either purchase or sell a specific asset at a specified future 

date for a specified price.  CFDs allow for the exchange of the difference in value of a 

particular asset such as a stock index or commodity contract over the life of the contract.  

The Company's derivative contracts are accounted for at fair value. The Company enters into 

forward contracts to reduce its exposure to fluctuations in foreign exchange rates. The 

Company does not use any derivative financial instrument for speculative purposes.  

The Company has elected to apply hedge accounting in respect of forward foreign exchange 

contracts used to manage the Company’s foreign currency exposure from its net investment 

in subsidiaries. 

Hedge accounting is discontinued prospectively when it is determined that the hedging 

relationship is no longer effective, the derivative is terminated, expired, or sold, or the 

Company terminates its designation of the hedging relationship.  

The Company formally documents all relationships between the hedging instruments and 

hedged items. This process includes linking all derivatives to the net asset value of the  



OANDA CORPORATION 
Notes to Consolidated Statement of Financial Condition 
(In U.S. dollars) 
 
As of December 31, 2019 
 

 

 

15 

4. Significant accounting policies (continued): 

relevant subsidiary. The Company also formally documents and assesses, both at the 

hedge’s inception and on an ongoing basis, whether the derivative financial instruments that 

are used in the hedging transactions are highly effective in offsetting the changes in the fair 

value of the hedged items. The fair value of these derivatives is accounted for and presented 

as a derivative asset when in a gain position and a derivative liability when in a loss position, 

which are presented as part of the due from/to broker accounts per the Consolidated 

Statement of Financial Condition. 

(n) Business concentrations and credit risks: 

Financial instruments, which subject the Company to concentrations of credit risk, consist 

primarily of cash and cash equivalents, due from broker, and accounts receivable.  The 

carrying amounts of these financial instruments’ approximate fair values due to their short-

term nature.  The Company maintains cash and cash equivalents with various financial 

institutions.  The Company performs periodic evaluations of the relative credit standing of 

these institutions.  In addition, the Company performs ongoing credit evaluations and 

establishes an allowance for doubtful accounts in relation to accounts receivable based upon 

factors surrounding the credit risk of its subscription service and other customers, historical 

trends and experience, and other information.   

 (o) Accounts receivable: 

Accounts receivable, net consists primarily of amounts due from customers relating to the 

Company's exchange rate subscription services.  Accounts receivable are shown net of an 

allowance for doubtful accounts.  As at December 31, 2019, the allowance for doubtful 

accounts is $234,968. 

The allowance for doubtful accounts is maintained at a level that management believes to be 

sufficient to absorb estimated losses from uncollectible amounts.   

The amount charged against operating results is based on several factors including, but not 

limited to, a continuous assessment of the collectability of each account, the length of time a 

receivable is past due and historical experience with the customer.  

(p)  Property and equipment, net: 

Property and equipment are recorded at cost net of accumulated depreciation.  Additions 

and improvements that extend the life of an asset are capitalized and expenditures for  
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4. Significant accounting policies (continued): 

maintenance and repairs are charged to expense as incurred.  Depreciation is computed 

using the straight-line method over the estimated useful lives of the assets as follows: 

 

 
Computer equipment  3 or 7 years 
Furniture and fixtures 3 years 
Leasehold improvements Shorter of lease term or 
  asset's estimated useful life 
 

 

The Company evaluates the potential impairment of its property and equipment whenever 

events or changes in circumstances indicate that the carrying amount of an asset may not 

be recoverable.  The Company recognizes an impairment loss, when and if necessary, by 

recording a reduction in the carrying value of the asset should the carrying amount of the 

asset exceeds its fair value based on anticipated undiscounted cash flows. 

 (q)  Intangible assets: 

Intangible assets, net, includes computer software purchases. Purchased intangible assets 

other than goodwill are amortized over their estimated useful lives unless their lives are 

determined to be indefinite.  If the assets are determined to have a finite life in the future, the 

Company will amortize the carrying value over the remaining estimated useful life at that 

time. The estimated useful life of computer software is 3, 7, or 10 years depending on its 

nature and intended use. 

For the finite-lived intangible assets subject to amortization, impairment is considered upon 

the occurrence of certain ''triggering events'' and is recognized if the carrying amount is not 

recoverable and exceeds the fair value of the intangible asset.  

(r) Amounts due to customers: 

Amounts due to customers include amounts received from customers as margin, net of 

withdrawals by customers, interest earned on customer funds held net of charges, unrealized 

gains and losses on customers' open positions, as well as gains and losses on closed 

positions.  The fair value of customers' open positions, recognized as unrealized gains and 

losses, is determined based upon financial institutions' quotations at period end.   
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4.       Significant accounting policies (continued): 

(s) Amounts due from/to broker: 

Due from/to brokers represents the gains and losses on unsettled spot currency trades that 

the Company has with financial institutions. Also included in due from/to brokers is the fair 

value of derivative financial instruments discussed above in note 1(l) and in note 6. The 

amounts due from/to broker are carried at fair value based on market price quotations 

obtained from independent brokers. The Company has master netting agreements with its 

respective counterparties which allows the Company to present due from/to brokers on a net-

by-counterparty basis.  

(t) Government assistance: 

The Company’s Canadian subsidiary, OANDA (Canada) Corporation ULC, is entitled to 

Scientific Research and Experimental Development non-refundable investment tax credits.  

5. Cash and cash equivalents: 

As at December 31, 2019, cash and cash equivalents included the following: 

• $42,407,746 deposited in various trading and operating bank accounts to fund 

ongoing operations of the Company; and  

• $284,183,324 deposited in bank accounts by customers, net of realized and 

unrealized gains or losses from customer trading activity.  The Company records a 

liability in connection with this amount that is included in amounts due to customers 

in the Consolidated Statement of Financial Condition.  

6. Due from/to broker: 

Due from broker, net in the Consolidated Statement of Financial Condition includes a gain of 

$2,378,462 and a loss of ($3,711,573) in unsettled spot currency trades, included as part of 

trading revenue, that the Company has open through its arrangements with financial 

institutions, for which the Company provided collateral of $48,082,126. The foreign currency 

spot contracts are classified as level 1 instruments in the fair value hierarchy. 

The Company also enters into forward contracts to reduce its foreign currency exposure from 

its investments in subsidiaries. As at December 31, 2019, the notional value of the open 

derivative contracts related to this hedging activity is $21,706,214 for which the Company  
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6. Due from/to broker (continued): 

provided collateral of $1,085,311. The fair value on these open positions as at December 31, 

2019 is ($505,715) and is included in due from broker, net. The forward contracts are 

classified as level 2 instruments in the fair value hierarchy. The fair value of the foreign 

currency forward contracts is based on the difference between the forward and spot rate. 

The following table presents the fair values of the Company’s derivative transactions and the 

related offsetting amount as of December 31, 2019 reported within due from brokers and 

amounts due to customers on the Consolidated Statement of Financial Condition. Derivative 

assets and liabilities are net of counterparty and collateral offsets. Collateral offsets include 

cash margin amounts posted with brokers. The Company has master netting agreements 

with its respective counterparties. The net amount is included in due from/to brokers on the 

Consolidated Statement of Financial Condition.  

 

 Gross amounts 

of assets for 

derivative open 

positions at fair 

value 

Gross amounts of 

(liabilities) for 

derivative open 

positions at fair 

value 

Net amounts of 

assets/(liabilities) for 

derivative open 

positions at fair value 

    

Derivative instruments 

held  $ 2,416,369  $ (4,217,288)              $(1,800,919)  
    

The Company’s derivative instruments held at December 31, 2019 relate to foreign currency 

exchange and metal contracts. 

 Cash collateral 

provided 

Net amounts of 

assets/(liabilities) 

for open positions at 

fair value 

Net amounts of 

assets/(liabilities) 

presented in the 

statement of financial 

condition 

    

Due from broker $ 49,167,437              $ (1,800,919)            $ 47,366,518         
Amounts due to 

customers (304,644,726)  20,461,402            (284,183,324)               
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 Total contracts in 

long positions 

Total contracts in 

short positions 

    

Derivative instruments 

held  $ 825,909,356            $ 1,139,570,148  
    

7. Property and equipment, net: 

 

     2019 

 
Computer equipment             $ 13,471,755 
Furniture and fixtures  943,862 
Leasehold improvements  1,596,268 

    
Less accumulated depreciation    (14,077,912) 

      $ 1,933,973 

 

 
 

8. Intangible assets: 

     2019 

 
Computer software  3,835,907 

 
Less accumulated amortization    (2,589,528) 

      $ 1,246,379 

9. Related party transactions and balances:  

The Company entered into a Services Agreement with affiliates, which are also owned by the 

Parent, OANDA (Canada) Corporation ULC, OANDA Asia Pacific Pte Ltd, OANDA Europe Ltd, 

OANDA Australia Pty Ltd and OANDA Japan Inc. (collectively “Related Entities”). Under this 

agreement, the Company provides business consulting services in return for fees on a cost-plus  
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9.      Related party transactions and balances (continued): 

reasonable margin basis. The Company provides executive management, strategy, legal, 

compliance, marketing and finance services.  

License revenue relates to an agreement entered into by the Company with OANDA (Canada) 

Corporation ULC, OANDA Asia Pacific Pte Ltd, OANDA Europe Ltd, OANDA Australia Pty Ltd 

and OANDA Japan Inc. (collectively, “Trading Entities”). This agreement is titled “Trading 

Platform License, Support & Profit Sharing Agreement”. Under this agreement, the Company 

agreed to license its trading platform and the “OANDA” trademark for the purpose of the Trading 

Entities offering an internet-based foreign exchange and CFD trading platform to its customers. 

By licensing the platform, each OANDA Trading Entity would be charged a license fee as well as 

allocated trading revenue based on their trading activity. As part of the license agreement, the 

Company’s Trading Entities have the ability to hedge their customer positions with the Company.  

If the OANDA Trading Entity hedges its own customer trading positions with the Company, a 

hedging gain or loss is recognized by the Company on the trade and eliminated upon 

consolidation in the case of OANDA (Canada) Corporation ULC.  

As at December 31, 2019 the Company has a receivable from affiliated entities for license 

revenue and business consulting services with the Company for $4,459,620 and a payable for 

$2,239,052. 

During 2019, affiliates that have historically hedged their client exposure with the Company 

terminated their hedging relationship with the Company and commenced hedging with the 

Company’s subsidiary. All hedging performed directly by the Company is now related to 

managing the exposure of its clients.  

As at December 31, 2019, the Company had a payable to OGC for trading gains recognized by  

OGC on hedging its net investment in its wholly-owned subsidiaries. The losses were settled in 

the Company’s bank accounts resulting in a payable to the Company’s parent of $741,447 and 

is included as part of due from related parties in the Consolidated Statement of Financial 

Condition.  As at December 31, 2019, the Company had a receivable from its Parent for 

$2,321,557 related to operating expense payments and CVC acquisition holdback payments 

made on behalf of the Parent. 

In 2019, the directors of the Company declared distributions of the Company’s excess cash, as 

determined by the Company, to its Parent. Dividends on the Company’s common stock were 

declared and paid in 2019 in the aggregate amount of $23,086,900.  



OANDA CORPORATION 
Notes to Consolidated Statement of Financial Condition 
(In U.S. dollars) 
 
As of December 31, 2019 
 

 

 

21 

10. Other assets: 

The Other assets balance in the Consolidated Statement of Financial Condition consists of the 

following: 

 

  2019 

 
Prepaid expenses   $ 2,156,418  
Security deposits with payment processor and vendors  222,489 
Payment processor receivable 588,695 
Other  232,292 

                             $   3,199,894 

 

11. Income taxes: 

As a U.S. incorporated entity, the Company is subject to U.S. taxation on its worldwide income.  

The Company's effective income tax rate is primarily a blend of the applicable Canadian and U.S. 

tax rates.  

During the year ended December 31, 2019, the Company utilized $104,742 (2018 - $91,554) of 

SR&ED tax credits, which were earned in the current year, to offset Canadian federal and 

provincial income taxes payable. The Company also utilized foreign tax credits to offset U.S. 

taxes payable in 2019 and 2018 of $1,135,030 and $59,647, respectively. 

 

On December 22, 2017, the Tax Cuts and Jobs Act of 2017 (the “Tax Act”) was signed into law 

making significant changes to the Internal Revenue Code. Changes include, but are not limited 

to, a corporate tax rate decrease from 35% to 21% effective for tax years beginning after 

December 31, 2017, the transition of U.S international taxation from a worldwide tax system to a 

modified territorial system, and a one-time transition tax on the mandatory deemed repatriation 

of cumulative foreign earnings as of December 31, 2017. In addition, the Tax Act introduced tax 

benefits for foreign-derived intangible income (“FDII”) and additional tax burdens associated with 

global intangible low taxed income (“GILTI”).  The Company has calculated its best estimate of 

the impact of the Tax Act in its year end income tax provision in accordance with its understanding 

of the Tax Act and guidance available as of the date of this report. The one-time transition tax on 

the mandatory deemed repatriation of $8,124 in foreign earnings has been completed and is not 

materially different from the amounts reported in the prior year. 

Deferred income taxes reflect the net tax effects of temporary differences between the carrying 

amounts of assets and liabilities for financial reporting purposes and the amounts used for income  
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11.      Income taxes (continued): 

tax purposes. Significant components of the Company's deferred tax assets and liabilities are as 

follows: 

 
 

   2019 

 
Deferred tax assets: 
         Intangible assets  $253,249                   
         Lease liabilities   1,715,109 

  Net operating losses                  73,552                                                                             
         Tax credit carry forwards 3,802,891 
       Netted against deferred tax liabilities in the same jurisdiction (1,936,362) 
Deferred tax assets    $   3,908,439 

 
 
Deferred tax liabilities: 
         ROU asset 1,776,510 

 Financial statement reserves 27,055 
      Unrealized foreign exchange (gain)/ loss 201,717 
      Netted against deferred tax assets in the same jurisdiction (1,936,362) 
Deferred tax liabilities                             $        68,920                  

 
Net deferred tax assets                                  $    3,839,519 

The deferred tax assets above are net of a valuation allowance of $802,797 applied against 

foreign tax credits arising from Canadian taxes paid by OANDA (Canada) Corporation ULC on 

what is classified as foreign branch income for U.S. tax purposes.  

The Company has not recognized a temporary difference associated with investments in 

subsidiaries as the Company ultimately controls whether the liability will be incurred, and it is 

satisfied that it will not be incurred in the foreseeable future. The Company determined that it was 

not practicable to estimate the amount of the unrecognized deferred tax liability due to the 

complexity of the multi-national tax environment in which the Company operates, inherent 

intricacies related to the computation of inside/outside basis differences in multiple taxing 

jurisdictions with differing currencies and tax regulations. The amount of the unrecognized 

deferred tax liability for temporary differences related to investments in foreign subsidiaries is 

deemed to be essentially permanent in duration. Dividends declared would be subject to 

withholding tax ranging from nil to 5% based on the jurisdiction of its affiliates. 

The earliest year of expiry for the Company's U.S. foreign tax credits of $4,617,000 is 2024. The 

Company and its subsidiaries file income tax returns in the U.S., Canada, India, and various 

states and provincial jurisdictions. 
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12. Stock-based compensation: 

On October 14, 2018, Plutus established a stock based payment incentive plan for certain 

employees of the Company.  This incentive plan permitted the grant of stock based payment 

awards to employees or directors of the Company or OGC and its other affiliates. Under the plan, 

Plutus can grant the following number of units by series, 2,500 series B, 18,589 series C and 

9,784 series D. Each group of units contain specific vesting conditions which may include the 

sale of OGC and various other non-market vesting conditions, such as time-based vesting and 

vesting according to the achievement of certain return thresholds by CVC through its investment 

in Plutus.   

Series B units were vested immediately on issuance and cannot be cancelled or forfeited. Series 

C units contain both time and performance based vesting conditions. The time based vesting 

condition accounts for 30% of the unit award granted and has a 5-year term with 20% vesting on 

the first anniversary date of the grant and 5% quarterly thereafter. The performance based 

vesting condition accounts for 70% of the unit award granted and vests based on the 

achievement of non-market performance conditions that are directly affected by the proceeds 

and returns arising from a potential sale of Plutus’ investment in the Company. Series D units 

contain performance based vesting conditions similar to series B but with a higher threshold. 

The fair value of each award is estimated on the date of grant using a Monte-Carlo based 

simulation model to determine the future exit value of OGC and the probability weighted timing 

of such an event. The Monte-Carlo model uses assumptions, including projected financial results, 

volatility, expected life and risk free rates.  Stock-based compensation cost is recognized as an 

expense over the defined and estimated vesting period as the case may be 

The key assumptions used in determining the fair value of stock based payment awards granted 

by Plutus in 2019 are as follows: 

 

   2019 

 
Expected price volatility 45% 
Risk-free interest rate   3.05% - 3.17% 
Expected forfeiture rate 24% - 32% 
Dividend yield - 
 

 

The following table summarizes award activity for each series under the Plutus incentive plan 

during the year ended December 31, 2019 that relates to the Company's employees. 
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12.    Stock-based compensation (continued): 

Series B units: 

   2019 

 
Outstanding, December 31, 2018   2,270 
Granted -    

Outstanding, December 31, 2019 2,270   

 

Series C units: 

   2019 

 
Outstanding, December 31, 2018    9,387 
Granted 2,536 
Cancellations (7,239) 

Outstanding, December 31, 2019 4,684  

 
 

Series D units: 

   2019 

 
Outstanding, December 31, 2018    6,695 
Granted 3,115 
Cancellations (4,077) 

Outstanding, December 31, 2019 5,733  

 

The weighted average estimated fair value of awards granted, in aggregate, under this plan 

during 2019 was $112.13.   

The Company does not recognize a tax benefit related to the incentive plan; consequently, no 

deferred tax assets are recorded related to the compensation attributable to relevant employees. 

13.     Leases 

The Company leases its facilities, pursuant to non-cancelable lease agreements that expire at 

various dates through May 31, 2023.  

The following tab is a summary of the Company’s operating lease costs for the year ended 

December 31, 2019. 
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13.     Leases (continued): 

 

 
Operating lease cost  $ 1,028,142 
Weighted average term  3.6 years 
Weighted average discount rate 6.35% 
    

 

The future minimum annual lease payments as of December 31, 2019, related to the outstanding 

lease agreements were as follows: 

 

 
2020  $ 1,280,740 
2021  1,270,077 
2022  1,273,056 
2023  670,935 
2024  51,088 

    $   4,545,896 

          14.    Contract liabilities: 

          Contract liabilities consist of deferred revenue and include payments received in advance of 

performance under the contract.  Such amounts are generally recognized as revenue over the 

contractual period.  As of December 31, 2019, the deferred revenue balance is $3,034,091. 

15. Contingencies: 

In the normal course of operations, the Company is subject to litigation and claims from time to 

time. The Company may also be subject to lawsuits, investigations and other claims, including 

income and sales tax, customer disputes and other matters. Where available information 

indicates that it is probable a liability had been incurred at the date of the financial statements 

and the Company can reasonably estimate the amount of that loss, the Company accrues the 

estimated loss by a charge to income. In many proceedings, however, it is inherently difficult to 

determine whether any loss is probable or even reasonably possible or to estimate the amount 

of any loss. In addition, even where loss is possible or an exposure to loss exists in excess of 

the liability already accrued with respect to a previously recognized loss contingency, it is often 

not possible to reasonably estimate the size of the possible loss or range of loss. The Company 

believes that adequate provisions have been recorded in the accounts where required. Although 

it is not always possible to estimate the extent of potential costs, if any, management believes 

that the ultimate resolution of such contingencies will not have a material adverse impact on the 

results of operations, financial position or liquidity of the Company. 
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15. Contingencies (continued): 

Also, in the normal course of operations, the Company provides indemnifications, which are often 

standard contractual terms, to counterparties in transactions, such as service agreements, 

software licenses, leases and purchases of goods.  Under these agreements, the Company 

agrees to indemnify the counterparty against loss or liability arising from the acts or omissions of 

the Company in relation to the agreement or other costs.  The nature of the indemnifications in 

these agreements prevent the Company from making a reasonable estimate of the maximum 

potential amount that the Company could be required to pay such counterparties. 

  

16. Regulatory requirements: 

The Company is subject to the CEA minimum financial requirements (Regulation 1.17), which 

requires the Company to maintain a minimum level of adjusted net capital.  As of December 31, 

2019, the Company's adjusted net capital was $45,807,232 an excess of $13,472,065 over the 

required minimum. From April 25 to August 21, 2019, the Company was below the capital 

requirement as a result of holding cash and open hedge positions with a non-qualifying institution 

as defined in CFTC regulation 1.49.  

 

17. Subsequent events: 

The Company has evaluated its subsequent events since December 31, 2019 to the date the 

financial statements were issued, which was April 21, 2020. No subsequent events were 

identified.  

The company has assessed the impact of the COVID-19 pandemic which was identified 

subsequent to December 31, 2019 on its operations and financial results. The company is closely 

monitoring its counterparty credit risk related to receivables from rate subscription customers and 

financial institutions that hold the Company’s money and hedge trades, which management 

expects are the most significant areas impacted. Management will continue to assess the impact 

of the COVID-19 pandemic on its operations and the value of its assets and liabilities.  

 

  


