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IPGL LIMITED

REPORT OF THE DIRECTORS
The Directors submut their report and financial statements for the year ended 31 March 2012
PRINCIPAL ACTIVITY

The principal activity of the Company itself 1s that of the holding company of a trading Group, and that of 1ts
subsidiary and associated undertakings 1s pnimarnily broking of mternational capital market mstruments and the
provision and trading of other financial based services including the making of investments 1n ventures to
enhance overall trading profitability

REVIEW OF BUSINESS

The 1PGL Group principally consists of three parts 1ts holding 1n ICAP ple, City Index Group and a portfolio
of other operating businesses The directors report that

ICAP Plec (“ICAP")

Revenue from continuing operations for the year to 31 March 2012 was down 3% to £1,68] million (2011
£1,741 million) however profit before tax was up 1% to £354 milhon (2011 £350 milhon) ICAP continues to
deliver good results in a difficult economic environment benefitting as 1t does from bemng wndustry leader with
its greater scale During the year ICAP undertook a cost cutting exercise reducing headcount in 1ts less
profitable areas but contrastingly recruiting 1n the more profitable areas of the business Overall some £20
mullion of recurring expenses were removed from ICAP s cost base Regulators contimue to pursue reform the
impact of which, as currently envisaged, will be to direct ICAP’s trade towards the pure electromic platforms or
electronic assisted voice platforms

City Index (* City”)

This year City has seen deterioration mn its results with trading mcome shipping to £111 4m n 2012 (2011
£122 3 million) and generating an EBITDA of £10 3 million (2011 £18 5rmulhion) The contraction 1n trading
mmcome arose prumarily as a result of a market wide reduction in leveraged FX volumes caused by a lack of
volatility in the mam currency painings Cost reductions were and continue to be sought across the business
City repard some £5 3milhon of bank debt during the year and it 1s now debt free

Other Operating Businesses

IPGL Limited has minonty/majonty holdings in a number of businesses The strategy 1s to match businesses
with good operating cash flows that are cychcal with others that are countercyclical such that the overall sub-
group provides stable growth over the long term This has continued to be a successful strategy and the
Directors view that the results of this approach this year are broadly n line with expectations

During the vear a group company, Allerton Investments BV, disposed of 100% of the ordinary share capital of
IPGL Fund Services Ltd which in turn owned 52 5% of Ongin Asset Management LLP The profit on disposal
ansing from this divestment was £27 5 million

Probability Plc again made significant progress during the year with net Gaming Revenue up 34% to £7 2
million (2011 £5 4 miilion) and the loss before tax was £(0 5) million a matenal improvement on the previous
year (2011 £(1 1Y mlhion) Strategically the company decided to spend circa £0 8 million 1n the last quarter of
the financial year on marheting the benefit of which it 1s hoped will be felt in 2012/13 financial year

Revenue 1 the Exotix group fell by 23% to £12 4million (2011 £16 2Zmilhion) reflecting the matenal reduction
of secondary fixed income trading volumes across the industry over the period During the year, IPGL
Director. Matt Wreford. was appointed CEO of Exotix to restructure the business and return 1t to growth We
are pleased to report that steps taken would mean that the reported loss of £(0 42) milhon would change to a
profit of £1 4mllion on a normalised basis and the business has returned to growth post year end

DDCAP Ltd s performance was robust given the general trading environment The Directors beheve that the
firm has mantained ns significant market share albeit that Revenue reduced to £11 4 million (2011 £13 9
million} and profit before tax was a very creditable £4 1 milhon (2011 £5 6 million)




IPGL LIMITED

REPORT OF THE DIRECTORS (continued)
REVIEW OF BUSINESS (continued)

Board Marters

On 8 March 2012 Mr D Kelly resigned as a director of 1PGL, the Board would lke to thank him for his
contribution over many years and wish him well 1n his future activities Matthew Wreford was subsequently
appomnted as Chief Executive and on 18 July 2012 Chris Clothier was appointed to the [PGL Board

POST BALANCE SHEET EVENTS

The following significant event noted since the balance sheet date which are considered, in accordance with
Financial Reporting Standard 21 “events after the balance sheet date”, to be non-adjusting events in relation to
the yearend financial statements

On 3 July 2012 Incap Gaming BV subscribed for 7,500 000 £1 redeemable non-voting preference shares m
City Index Group Ltd

KEY PERFORMANCE INDICATORS (*KPIs”)

For internal performance reporting, the Directors use the non-standard financial measures of proportionate
revenue and proporticnate EBITDA to monitor the health progress in this part of the Group This mvolves
weighting the reported financial performance of each sub-group by the percentage of the company that IPGL
owns to form a composite estimate of the sub-group’s performance 1n aggregate As a result of the challenging
market conditions, the proportionate revenue decreased by 6% (2011 mcreased 2%) compared to the same
period last year

PRINCIPAL RISKS AND UNCERTAINTIES

The Group 1s exposed to financial nisk through 1its financial assets and liabihities, including credit nisk, hquidity
risk, interest rate risk and currency nisk from 1its foreign currency balances The Group attempts to mitigate 1ts
nisk by the use of hmats, controls and hedging where appropriate The responsibility for monitoring financial
risk management 1s attributable to the individual Group companies, but overseen by the Group s board of
directors

The main risks associated with the Group’s financial assets and liabihties and key components of the nsk
management policies are given 1n Note 1(c) and Note 30

Operational risk s the potential for financial and reputation loss arising from failures mn internal controls,
operational processes or the systems that support them It includes errors, omissions, disasters and dehiberate
acts such as fraud The Group has pohcies and procedures to mitigate operational risk and 15 working towards
a more comprehensive operational risk management framework 1n conjunction with its trading entity Internal
Audit Departments

DIVIDENDS
The Directors do not recommend the payment of a dividend (2011 £mil)
DONATIONS

During the year the Company made political donations of £116,000 (2011 £530,000) This includes £82 000
(2011 £436,000) donated to the Conservative Party of which the Company considers £82,000 (2011
£419 000} to have been direct political donations and £mil (2011 £16,000) indirect political denations
£34,000 (2011 £94,000) was donated for other political purposes

Charitable donations of £70,000 (2011 £66,000) were also made durnng the year




IPGL LIMITED

REPORT OF THE DIRECTORS (continued)

DIRECTORS
The Directors who served the Company during the year were

M A Spencer

D M Gelber

J Courtenay-Stamp

M T Wreford

M P Spencer

D Kelly (resigned 9 March 2012)

C Clothier was appointed as a Director on 18 July 2012
EMPLOYEES

The Group places considerable value on the involvement of its employees and has continued to keep them
informed on matters affecting them as employees and on various factors affecting the performance of the
Group This 1s achieved through formal and informal meetings

Applications for employment by disabled persons are always considered fully, bearing in mind the aptitudes of
the applicant concerned in the event of members of staff becoming disabled every effort 15 made to ensure that
thewr employment with the Group centinues and appropriate training 15 arranged [t 13 the policy of the Group
that the training, career development and promotion of disabled persons should as far as possible be identical
to that of other employees

AUDITORS

A resolution to reappoimnt Nexia Smith & Williamson as auditors will be proposed at the forthcoming Annual
General Meeting

STATEMENT OF DISCLOSURE TO AUDITORS
In so far as each of the directors 15 aware
. there 18 no relevant audit information of which the Group’s auditors are unaware, and

. the directors have each taken all steps that they ought to have taken to make themselves aware of any
relevant audit information and to establish that the auditors are aware of that information

This information 15 given and should be interpreted in accordance with the provisions of $418 of the
Companies Act 2006

By order of the Board of Directors
and signed on behaif of the Boar

M A Spencer —

Chairman

Park House

16 Finsbury Circus
L.ondon

EC2M 7EB

Chairman

Date 31 October 2012




IPGL LIMITED

STATEMENT OF DIRECTORS' RESPONSIBILITIES

The directors are responsible for prepaning the Directors' Report and the financial statements 1n 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 Umted Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and apphcable Jaw) Under company
law the directors must not approve the financial statements unless they are satisfied that they give a true and
fair view of the state of affairs of the company and of the group and of the profit or less of the group for that
period In preparing these financial statements, the directors are required to

» select surtable accounting policies 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 matenal
departures disclosed and explained n the financial statements, and

s  prepare the financial statements on the gomng concern basis unless 1t 1s nappropriate to presume that
the company and 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 enable them to ensure that the financial statements comply with the Companies Act 2006 They
are also responsible for safeguarding the assets of the company and hence for taking reasonable steps for the
prevention and detection of fraud and other regulanties

The directors are responsible for the maintenance and ntegrity of the corporate and financial mmformation
included on the company s website Legislation mn the Umted Kingdom governing the preparation and
dissemination of financial statements may differ from legislation m other junisdictions




IPGL LIMITED

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF IPGL LIMITED

We have audited the financial statements of IPGL Limuted for the year ended 31 March 2012 which comprise
the Consolidated Profit and Loss Account, the Consolidated and Parent Company Balance Sheets, the
Consolidated Cash Flow Statement, the Consohidated Statement of Total Recognised Gains and Losses, the
Reconciliation of Movements in Consohdated Shareholders’ Funds and the related notes 1 to 30 The financial
reporting framework that has been applied in their preparation 1s applicable law and United Kingdom
Accounting Standards {(United Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the company’s members, as a body, 1n accordance with Chapter 3 of Part 16 of
the Companies Act 2006 Our audit work has been undertaken so that we might state to the company’s
members those matters we are required to state to them 1n an auditor’s report and for no other purpose To the
fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the company
and the company’s members as a body, for our audit work, for this report, or for the opmions we have formed

Respective responsibilities of directors and auditors

As explamed more fully in the Statement of Directors’ Responsibilities set out on page 5, the directors are
responsible for the preparation of the financial statements and for bemng satisfied that they give a true and fair
view Our responsibility 15 to audit and express an opimnion on the financial statements 1n accordance with
apphicable law and Intemational Standards on Auditing (UK and Ireland) Those standards require us to
comply with the Auditing Practices Board’s (APB’s) Ethical Standards for Auditors

Scope of the audit of the financial statements
A description of the scope of an audit of financial statements 1s provided on the APB’s website at

www fre org uk/apb/scope/private cfim

Opinien on financial statements
In our opinion the financial statements

¢ give a true and fair view of the state of the group’s and the parent company’s affairs as at 31 March
2012 and of the group’s profit for the vear then ended, -

¢ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, and

® have been prepared 1n accordance with the requirements of the Companies Act 2006

Opmnion on other matter prescribed by the Companies Act 2006
In our opmion the information given n the Directors” Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report n respect of the foliowing matters where the Companies Act 2006 requires us to
report to you 1f, 1n our opimion

* adequate accounting records have not been kept by the parent company, or returns adequate for our
audit have not been received from branches not visited by us, or

¢ the parent company financial statements are not in agreement with the accounting records and returns,
or
certain disclosures of directors’ remuneration specified by law are not made, or
we have not received all the information and explanations we require for our audit

/\é&(a Qrf’l,\ 4 K\L?{‘W’%/—

Carl Deane Portwall Place
Sentor Statutory Auditor, for and on behalf of Portwall Lane
Nexia Smith & Wilhamson Bristol
Statutory Auditor BS1 6NA

Chartered Accountants
Date 31 October 2012




IPGL LIMITED

CONSOLIDATED PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 MARCH 2012

Notes 2012 2011
£°000 £°000
Turnover 2 100,482 115,901
Operating expenses {108 205) {121,518)
(Losses)/Gains on investments held at fair value through profitorloss 16 (3,916) 8,277
Operating (loss)/profit for the year 4 (11,639) 2,660
Profit on disposal of subsidiaries 11 27,495 -
Profit on disposal of share of associates 12 - 23,246
Share of operating profit in associates 12 41,069 47,191
(Loss)/Profit on dilution of interest in associates 12 (397 2,423
Profit on ordinary activities before interest 56,528 75,520
Interest receivable and similar income 5 3,353 3,711
Interest payable and similar charges 6 {10,208) (22,022)
Profit on ordinary activities before taxation 49,673 57,209
Tax on profit on ordinary activities 7 (13,537 (12,562)
Profit on ordinary activities after taxation 36,136 44,647
Minonty nterests — equity 23 (656) (4,047)
Profit for the financial vear 23 35,480 40,600

All operations have been derived from continuing activities

The notes on pages 12 to 49 form part of these financial statements




IPGL LIMITED

CONSOLIDATED BALANCE SHEET AS AT 31 MARCH 2012

2012 2011
Notes £°000 £000 £000 £°000
Fixed Assets
Intangible assets 9 84,418 98,328
Tangible assets 10 15,918 13,521
Investments 1n associates 12 178,848 185,325
194,766 198,846
Current Assets
Stocks 14 33,842 33,842
Debtors 15 65,900 114,405
Investments available-for-sale 16 62 119
Investments held at fair value through profit or loss 16 48,179 47,732
Cash n bank and n hand 13 87,187 70,410
235,170 266,508
Creditors — Amounts falling due within one year 17 (107,040) (153,283)
Net Current Assets 128,130 113,225
Total Assets less Current Liabilities 407.314 410,399
Creditors — Amounts falling due after one year 18 (72,927) (94,552)
Provisions for Liabilities 19 (207 (606)
Net Assets 334,180 315,241
Capital and Reserves
Called up share capital 20 557 557
Capital redemption reserve 23 182 182
Revaluation reserve 23 8&n (81)
Foreign exchange reserve 23 29,741 34,922
Profit and loss account 23 339,470 309,045
Own shares 23 (60,020) (60,020)
Shareholders’ Funds 309,849 284,605
Minority interests 23 24,331 30,636
334,180 315,241

The financial statements were a by the Board of Directors on 31 October 2012

Dhrectors

M T Wreford
Chief Executi

M A Spencer

Chafrman /

Company Registration Number 02011009

The notes on pages 12 to 49 form part of these financial statements




IPGL LIMITED

COMPANY BALANCE SHEET AS AT 31 MARCH 2012

Fixed Assets
Tangible assets

Investments in subsidiaries and associates

Current Assets

Debtors

Investments held at fair value through profit or loss
Cash at bank and 1n hand

Credrtors — Amounts falling due within one year
Net Current Liabilities

Total Assets less Current Liabilities

Creditors — Amounts falling due after one year
Net Assets

Capital and Reserves

Called up share capital

Capnal redemption reserve

Profit and loss account

Own shares

Shareholders’ Funds

The financial statements were approved by the Board of Directors on 3\ October 2012

Signed on behalf of the Board of Directors

M A Spencer

Chairman /

Company Registration Number 02011009

Notes

15

13

20
23
23
23
23

2012
£°000 £000
61
188,193
T ig82s4
45,254
28,612
5,287
79,153
(166,663)
(87,510)
100,744
(72,927)
27,817
557
182
87,098
(60,020)
27,817

7

M T Wrefor
Chief Executive

The notes on pages 12 to 49 form part of these financial statements

-9.

2011
£:000 £000
106
182,241
182,347
61,172
25,500
2,746
89,418
(172,427)
(83,009)
99,338
(94,552)
4,786
557
182
64,067
(60,020)
4,786




IPGL LIMITED

CONSOLIDATED CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2012

Notes

Net cash inflow/(outflow) from operating 71

activities

Dividends recetved from associated
undertakings

Returns on investments and servicing of
finance

Interest received

Interest paid

Dividends recerved

Dividends paid to nunority interests

Net cash outflow from returns on
investments and servicing of finance

Taxation

Captal expenditure

Payments to acquire tangible fixed assets
Payments to acquire mtangible fixed assets
Receipts from sale of tangible fixed assets
Net cash outflow from capital expenditure
and financial investment

Acquisttions and disposals

Minority investment 1n subsidiary

Proceeds from sale of share of associated
undertakings

Proceeds from sale of subsidiary undertaking
Purchase of investment 1 associated
undertaking

Net cash mflow from acqusitions and
disposals

Net cash inflow/(outflow) before hquid
resources and financing

Management of hquid resources
Receipts from sale of current asset mvestments
Purchase of current asset mvestments

Net cash (outflow)/inflow from management
of iquid resources

Financing

New bank loans

Repayment of bank loans

Net cash outflow from financing

Increase/(decrease) m cash 22

2012
£000 £7000
28,503
21,831
1,139
(13,667)
1,698
(1,317
(12,147)
407
(7,030)
73
(6,957)
25,038
(395)
24,643
56.280
987
(5,282)
(4,295)
(35.250)
(35,250)
16,735

The notes on pages 12 to 49 form part of these financial statements

-10-

2011
£°000

(42,725)

19,354

1.559
(5,803)

1,851
(3,995)

(6,388)
(193)

(6,251)
(157)
447

(5.961)

110

31,645

31,755
(4 158)

5,060
(902)

4,158
66,800

(88,800)
(22,000)

(22,000)



IPGL LIMITED

CONSOLIDATED STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES FOR THE

YEAR ENDED 31 MARCH 2012

Retamned profit for the financial year

Exchange adjustments on net mvestments in overseas undertakings
Movement on fair value of available for sale mvestments

Share of associate exchange adjustments

Minority interest share of exchange adjustments

Share of other reserve movements of associates

Other movements

Total recogmsed gains and losses for the financial year

RECONCILIATION OF MOVEMENTS IN CONSOLIDATED SHAREHOLDERS’ FUNDS FOR

THE YEAR ENDED 31 MARCH 2012

Retained profit for the financial year
Other recognised gains and losses
Net increase m shareholders’ funds

Opening shareholders’ funds

Closing shareholders™ funds

The notes on pages 12 to 49 form part of these financial statements

-11 -

2012 2011
£000 £1000
35,480 40,600
(267 (6,319)
- (36)
(4,896) (10,353)
(18) 1,718
(5,477 987
422 12
25,244 26,609
2012 2011
£000 £000
35,480 40,600
(10,236) (13,991)
25,244 26,609
284,605 257,996
309,849 284,605




IPGL LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2012

1.

ACCOUNTING POLICIES

These financial statements have been prepared m accordance with apphcable accounting standards
The principal accounting policies which the Directors have adopted are set out below

a)

b)

d)

Accounting convention

The Group financial statements are prepared under the historical cost convention, except for
the revaluation of certamn financial instruments as described below, and i accordance with
apphcable United Kingdem Accounting Standards

Basis of consohdation

The Group financial statements consolidate the financial statements of the Company and all
subsidianes for the financial year ended 31 March 2012 and alse include the financial
statements of the Intercapital Private Group Limuted Employee Benefit Trust

The results of subsidiaries acquired are consolidated for the periods from the date on which
control passes Acquisitions are accounted for under the acquisiion method Purchased
goodwill arising on acquisition 1s capitahised and amortised over its expected useful
economic life and 1s subject to review for impairment in value.

Control comprises the power to govern the financial and operating policies of the investee, so
as to obtamn benefit from 1its activities and 1s achieved through direct or indirect ownership of
voting rights Where ownership of voting rights are less than 50%, other control factors are
considered, such as board representation and voting rights of ndividual board members

Associated undertakings, ncluding those that are themselves a Group, have been
consohdated using the equity method of accounting

Going concern

The Group’s business acuvities, together with the key factors likely to affect its future
development, profitability, cash flows, liquidity position, borrowing facilities and financial
position are outhned within the Directors’ Report The Directors' Report, together with the
addinonal mformation contamed 1n Note 30 to the financial statements, details the Group's
objectives, policies and processes for managing 1ts capital and nsk exposure

After making due enquiries, the Directors believe they have a reasonable basis to conclude
that the Company and Group have adequate resources to contimue n operational existence for
the foreseeable future For this reason, the Directors continue to adopt the going concern
basis m preparing the financial statements

Turnover

Income ts recognised when 1t 15 probable that economic benefits associated with the
transaction will accrue to the Group and can be rehably measured Sigmificant income,
analysed 1n note 2, 15 recogmsed on the following basis

Equity trading and related spread betting market operations

Trading income includes gains and losses on the operation of the spread trading markets and
trading m financial markets Open positions are carried at farr market value and gans and
losses arising on this valuation are recognised in revenue

Costs directly attributable to fee and commssion income are deducted against net fee and
commsston meome, and mclude broker s commissions and clearing fees

Costs directly attributable to equity are deducted from net trading income

Dividends receivable relating to trading actrvities are recognised when the right to receive the
payment 1s established

-12 -




IPGL LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2012

1

ACCOUNTING POLICIES (continued)

d)

€)

g)

Turnover (continued)

Foreign exchange trading and related market operations

Trading income ncludes foreign exchange gains or losses on posttions, net of commissions
expensed Open posiuons are carried at farr market value and gaws and losses realised on
positions that have closed arising on this valuation are recogmsed 1n revenue

Costs directly attributable to foreign exchange tradng activities are deducted from net
trading mcome, and nclude government duties and taxes

Net fee and commussion income from clients are recognised over the service period, as
applicable

Interest recetvable and interest payable, to the extent 1t relates to a client and financing
activity 1s included within turnover  All other terest 15 shown separately as interest mcome
or interest expense

Asset facilitation and mtermediary market operations

Income from asset facilitation and intermediary market operations relates to commissions
due from the provisiont and arrangtng of investment services for commodity transactions and
trade and asset finance Income 18 recogmised on an accruals basis

Fund management
Fund management services are provided to mstitutional mvestors Revenue for fund
management 1s recognsed as the services are provided

Other revenue
Other revenue comprises the rental of fine art and other revenue derived from external
sources

Foreign currency fransiation

The Group and Company financial statements are presented in sterling {(thousands) which 15
the Group’s presentational currency Assets and habilities denominated 1n foreign currencies
are translated mto sterling at the rates of exchange ruling at the balance sheet date Income
earned or expenses incurred in foreign currencies are translated at the rates ruling at the time
of the transactuion Profits and losses on translation are taken to the profit and loss account

On consohidation, the results of overseas entities are translated into the presentational
currency of the Group at the average exchange rates for the period where these approximate
to the rate at the date of transaction Assets and habiliies of overseas businesses are
translated into the presentational currency of the Group at the exchange rate prevailing at the
balance sheet date Exchange differences arsing are recognised within equity m a separate
foreign exchange reserve

Retirement benefits

The Group operates externally funded defined contribution pension schemes Contributions
are charged to the profit and loss account on an accruals basis i the period to which they
relate

Interest recetvable and finance costs

Interest receivable and finance costs, including premmms payable on seitlement or
redemption and direct 1ssue costs, are accounted for on an accruals basis in the profit and loss
account using the effective mterest method and are added to the carrying amount of the
mstrument to the extent that they are not settled 1n the period m which they arise

-13-




IPGL LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2012

1 ACCOUNTING POLICIES (continued)

h)

1

)

k)

Taxation
Current tax 1s provided at amounts expected to be paid (or recovered) using the tax rates and
laws that have been enacted or substantively enacted by the balance sheet date

Deferred tax 1s provided in full on timing differences which result in an obligation at the
balance sheet date to pay more tax, or a night to pay less tax, at a future date, at rates expected
to apply when they crystallise based on current tax rates and law Timing differences arise
from the mclusion of items of income and expenditure I taxation computations 1n pertods
different from those in which they are mncluded in financial statements Deferred tax assets
are recognised to the extent that they are regarded as being recoverable Deferred tax assets
and habilities are not discounted

Goodwill

Goodwill arising on the acquisition of subsidiaries 1s treated 1n accordance with Financial
Reporting Standard 10 (“FRS 10°) “Goodwill and Intangible Assets” and capitalised
Capitalised goodwill 1s amortised over the shorter of 1ts useful economic hife and 20 years
Amounts previously written off to reserves wiil be charged to the profit and loss account in
the event of the disposal of the entities to which they relate

In accordance with FRS 10, negative goodwill arising on acquisitions 15 capitalised and,
where matenial, recognised on the face of the balance sheet Negative goodwill 1s credited to
the profit and loss account over the pertod 1 which the related non-monetary assets are
depreciated or sold

Impairment tests on the carrying value of goodwill are undertaken at the end of the first full
financial year following acquisition or in other periods 1f events or changes in circumnstances
mdicate that the carrying value may not be recoverable

Goodwill related to overseas subsidiaries 1s retranslated at the closing exchange rate, m
accordance with Fmancial Reporting Standard 23 ‘The effects of changes in foreign
exchange rates

Fired asset investments
Fined asset investments are held at cost less provision for impairment

Fixed assets and depreciation

Fired assets are shown at historical cost, net of depreciatnon less provision for any
impatrment Depreciation ts provided on a straight line basis at the following annual rates, 1n
order to reflect the pattern i which the asset's econormuc benefits are consumed economic
Iife

Computer costs - 33% on cost

Website & software development costs - 33% on cost

Motor vehicles - between 20% and 33% on cost
Office furniture and equipment - between 20% and 50% on cost
Plant & Machinery - between 3% and 20% on cost
Short leasehold improvements - period to first lease break point

Assets in the course of construction are not depreciated until the asset 1s available for use
The carmymg values of tangible fixed assets are assessed annually for indicators of

impairment i accordance with Financial Reporting Standard 11 ~“Impairment of Fined assets
and Goodwill

-14-




IPGL LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2012

1

ACCOUNTING POLICIES (continued)

)

m)

n)

o)

P

q)

r

5)

Website and software development costs

Website & software development costs are capitalised only to the extent they lead to the
creation of an enduring asset delivering benefits at least as great as the amount capitahised If
there 1s insufficient evidence on which to base reasonable estimates of the economic benefits
that will be generated m the period unul further updates to the website, the development
costs are charged to the profit and loss account as incurred

Employee share ownership trust

Investments m own shares held in connection with the Group’s empleyee share schemes are
deducted from the shareholders’ funds in accordance with UITF 38 “Employee Share
Ownership Trusts’, until such time as they vest uncondmionally to the participating
employees

The Company balances also mclude the assets and labilities of the employee share
ownership trust 1n accordance with accounting guidehnes

Stocks

Stocks, representing works of fine art, are valued at the lower of cost and net realisable value,
after making due allowance for obsolete items Net realhisable value represents estimated
selling price less costs to sell based on appropriate professional valuation advice

Cash

Cash consists of cash m hand and deposits repayable on demand For the purpoeses of the
preparation of the cash flow statement, cash 1s net of outstanding bank overdrafts These
balances exclude client momes held by the Group

The Group, through its regulated subsidiary companies, holds money on behalf of chents 1n
segregated bank accounts i accordance with the client money rules of the Financial Services
Authority and other regulatory bodies Chent montes held n segregated bank accounts and
the corresponding habilities to these clients are not recognised on the balance sheet because
the Group 1s not beneficially entitled to them

Client monies subject to the client money rules of the Financial Services Authenity are held n
non-segregated bank accounts and are included on the Balance Sheet where they are
disclosed as either cash or debtors, depending on their nature, with a correspondmg creditor

Liquid resources
The Group considers short term mvestments to be liquid resources

Dividends
Fmal dividends are recognised as a hability 1n the period in which they are approved by the
Company s shareholders

Offsetting and netting

Financial assets and financial hiabilities are only offset and the net amount reported in the
consolidated and Company balance sheets when there ts a legally enforceable right to set off
the recognised amounts and where the Group mntends either to settle on a net basis or to
realise the asset and settle the hability simultaneously

Provisions

Provisions are recogmsed when the Group has a present obligation (legal or constructive) as
a result of a past event which 1t 1s probable will result in an outflow of economic benefits that
can be reasonably estimated
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IPGL LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2012

I

ACCOUNTING POLICIES (continued)

t)

u)

Leases
Amounts payable under operating leases are charged to the profit and loss account as they are
incurred over the lease term

Fiancial instruments

Classification
Financial assets and financial habilities are recognised on the balance sheet when the Group
becomes a party to the contractual provisions of the instrument

Financial assets are derecogmised when the nghts to receive cash flows from the financial
assets have expired or where the Group has transferred substantially all the risks and rewards
of ownership

Financial assets and labiliies withmn the scope of FRS 26 ‘Financial Instruments
Recogmition and Measurement™ are classified by the Group nto one of the following
categories, as appropriate

1} Fmancial assets and financial habilities at fair value through profit or loss
2) Loans and receivables

3) Available for sale financial assets

4} Fmancial liabilities at amortised cost

Financial assets and financial habilities at fair value through profit or loss

Investments are classified as held at farr value through profit or loss tf they have been
acquired principally for the purpose of seling m the short-term or 1if they have been
designated so by management

Listed nvestments are mitially recognised on purchase at trade date and measured at fair
value Subsequent to imitial recognition, all histed nvestments are measured at fawr value

Unhisted mvestments are valued by the Directors at fair value Where fair value cannot be
reliably measured, they are measured at cost less impawment When a valuation 15
undertaken, consideration is given to the most recent information available, including the
latest trading figures and management’s view of prospects and the price of any transaction 1n
the securty

The financial assets and habilities at fair value through profit or loss are stated at fair value
with any resulting gains or losses recogmsed 1n the consolidated profit and loss account in the
pertod in whtch they arise

Investments, as with other financial assets, are derecogmsed when the rights to receive cash
flows from the financial assets have expired or where the Group has transferred substantially
all the rishs and rewards of ownership

Financial assets and habilities comprising open spread bets, contracts for difference and
options are classified as derivative financial mstruments and are classified as held for trading
if they are

= acquired or incurred for the purpose of selling or repurchasng in the near term, or

»  apart of an 1dentified portfoho of financial instruments that the Group manages
together and has a pattern of recent actual short-term profit-taking, or

s adenvative that is not designated and effective as a hedging instrument
Financial assets or liabilities may also be designated on imtial recogmition at fair value

through profit or loss, provided the Group can satisfy the demanding criteria set out in FRS
26
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IPGL LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2012

1.

ACCOUNTING POLICIES (continued)

u)

Fmanaal instruments (continued)

Loans and receivables

Loans and receivables are non-denvative financial assets with fixed or determinable
payments that are not quoted m active markets Loans and receivables are initially measured
at fair value, net of transaction costs mncurred Subsequent measurement 15 at amortised cost,
using the effective interest rate method to amortise the amount at inception to the redemption
value over the life of the loan or receivable Interest is calculated using the effective interest
rate method and recogmsed n the consolidated profit and loss account

Trade debtors and creditors represent amounts receivable from and payable to brokers and
dealers representing cash in margin accounts with brokers and dealers, and payments
receivable and payable on unsettled securities transactions on behalf of chients Trade debtors
and creditors are measured at mitial recognition at fair value, and are subsequently measured
at fair value

The Group regularly reviews 1ts trade debtors to assess impairment and uses estimates based
on histortcal loss experience for similar assets with similar credit risk characteristics  The
Group uses its judgement to estimate the amount of any imparment loss in cases where a
counterparty 1s in financial difficulties and there 15 imuted available historical data relating to
similar borrowers

Other debtors are non-denvative financial assets with fined or determmable payments that are
not quoted 1n an active market, do not qualify as trading assets and have not been designated
as fair value through profit or loss Such assets are carried at amortised cost using the
effective mterest rate method 1f the time value of money 1s significant Gains and losses are
recognised 1n income when the debtors are derecognised or impaired, as well as through the
amortisation process

Available-for-sale financial assets

All other mvestments are classified as available-for-sale They are recorded mitially at far
value and are subsequently measured at fair value or at cost where fair value 1s not readily
ascertainable  Gamns and losses ansing from changes m fair value are recogmised directly m
equity until the investment 1s disposed of or 15 determmed to be 1mpaired, at which time the
cumulative gamn or loss recogmsed previously 1n equaty 15 included n the net profit or loss for
the pertod

Fancial habilities at amortised cost

Bank and other loans payable are initially recognised at fair value, being their 1ssue proceeds
net of transaction costs incurred At subsequent reporting dates bank and other loans payable
are held at amortised cost using the effective nterest rate method, with changes 1n value
recognised through the consohidated profit and loss account

The accounting policy for trade creditors was referred to above
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IPGL LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2012

1.

ACCOUNTING POLICIES (continued)

u)

v)

w)

Finanaal mstruments (continned)

Fair value of financal assets and habilities

The estimated fair value of financial assets and Labilites s made in accordance with the
requirements of FRS 26 Fair value 15 defined as the amount at which the mstrument could be
exchanged in a current transaction between knowledgeable willing parties on arm’s length
conditions, other than in a forced sale or hiquidation

The fair value of assets or liabihities that are actively traded n orgamised financial markets is
determined by reference to quoted market bid or ask prices, respectively, at the close of
business on the balance sheet date For assets where there 15 no active market, fair value 15
determmed using valuation techmiques, including valuation pricing models These models
consider time value and volatility factors underlying financial mstruments as well as other
relevant economic factors The output of a model 1s always an estimate or approximation of a
value that cannot be determined with certainty, and valuation techniques employed may not
fully reflect factors relevant to the positions the Group holds Valuations are therefore
adjusted, where appropnate, to allow for additional factors mcluding model risks and
counterparty credit risk The Group’s management believes that these valuation adjustments
are necessary and appropriate to state fairly the values of financial instruments carried at fair
value on the consolidated balance sheet

Capital risk management

The Group manages capital to ensure that it has available resources and access to markets to
ensure the continued growth of the Group and to meet 1ts borrowing and regulatory
requirements The Group s objectives when managing capital are to safeguard 1ts ability to
continue as a gomng concern and to mamtain an appropnate capital structure that comphes
with loan covenants and externally imposed capital requirements  The Group manages capital
principally through the appropriate nvestment and divestment of assets and bank loan
financing arrangements

The Board of Directors continually reviews the Group’s level of capital compared to 1ts long
term debt commitments

The Group s capital 15 made up of Share Capnal, Capital Redemption Reserve, Revaluation
Reserve, Foreign Exchange Reserve and Profit & Loss Account Further details can be found
in Note 23

Transactions with minority interests

Transactions with minority interest shareholders in which the group retains control over the
relevant subsidiary are freated as equity transactions with the munority mterests m their
capacity as owners No gam or loss 1s recognised and no adjustment to goodwill or other
asset or hiabihty 15 made

Exceptional items

The Group presents as exceptional items on the face of the Consolidated Profit & Loss
Account, those material items of ncome and expense which, because of their size, nature and
expected infrequency of the events which give nise to them ment separate presentation  This
allows shareholders to understand better the elements of financial performance in the year so
as to facilitate comparison with prior periods

-18-




IPGL LIMITED

NOTES TO THE FINANCIAL SFATEMENTS FOR THE YEAR ENDED 31 MARCH 2012
2. TURNOVER

An analysis of the Group s turnover (all from external sources) has been provided below

2012 2011
£000 £000
Equity trading and related spread betting market operations 47,633 42.808
Foreign exchange trading and refated market operations 36,399 50,349
Asset facilitation and intermediary market operations 11,377 13,977
Fund management 4,560 7.960
Other 313 807
100,482 115,901
3. DIRECTORS AND EMPLOYEES

2012 2011
Directors: £:000 £°000
Aggregate emoluments 2,496 3,079
Group pension contributions 69 41
2,565 3,120

Highest paid Director
Aggregate emoluments 2,044 1,632
Group pension contributions - -
2 044 1,632

Two Directors have benefits accruing under defined contribution pension schemes (2011 Two)
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IPGL LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2012

3 DIRECTORS AND EMPLOYEES (continued)

Employees Number of Employees

2012 2011
The average number of persons employed by the Group (including
Drrectors) was

Management, operations and administration 482 430
Staff costs 2012 2011
£000 £:000

Wages and salaries 30,147 31,944
Social security costs 2,743 2,675
Pension costs 1,140 1,240
Other costs 29 33
34,059 35,892

The Group operates externally funded retirement defined contribution pension schemes The total
pension cost for the Group was £1 1 million (2011 £1 2 million} There were no cutstanding
contributions at the year end

The Group maintains a compensation policy for its Directors and employees to facilitate pay-for-
performance and to retam key employees The benefits accruing under the policy are based upon

Director or employee achievements and the financial performance of the Group

4. OPERATING (LOSS)/PROFIT

2012 2011
£°000 £000
Operating (loss)/profit 1s stated after charging/(crediting):
Amortisation - positive goodwall 15,757 15,894
- negative goodwill {198) (198)
- on goodwill 1n associates - 709
Depreciation 4,410 6,808
Reversal of impairment of trade debtors (444) (1,418)
Loss on disposal of fixed assets 51 88
Auditors' remuneration
Audst fees - parent company auditors — company and consohdated 110 150
financial statements
- parent company auditors — subsidianies 27 25
- other auditors 733 505
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IPGL LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2012

4. OPERATING PROFIT (continued)

Other services - parent company auditors
- other auditors taxation

- other auditors other services

Operating leases - plant and machmnery

Operating leases - other (including land & buildings)

5. INTEREST RECEIVABLE AND SIMILAR INCOME

Bank interest
Foreign exchange gains
Other interest

Dividends from investments

6. INTEREST PAYABLE AND SIMILAR CHARGES

Bank mterest
Foreign exchange losses
Other mterest

Share of associates net interest payable

221 -

2012 2011
£000 £000
15 23

- 3

117 19
354 380
3,453 3,884
2012 2011
£2000 £°000
1,037 1,085
37 ;
581 775
1,698 1,851
3,353 3,711
2012 2011
£000 £2000
6,703 12,112
40 185

51 1,399
3,414 8,326
10,208 22,022




IPGL LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2012

7.

TAX ON PROFIT ON ORDINARY ACTIVITIES

UK taxation 1s based on profit for the year at a rate equivalent to 26%

(2011 28%)

Current tax

UK corporation tax on taxable profit for the year
Adjustment m respect of prior year

Share of associates’ tax

Foreign tax credit on taxable profit for the year

Deferred tax credit

Tax on profit on ordinary activities

2012 2011
£2000 £000
1,109 2,426
(7 49
12,015 13,730
276 (1,906)
13,393 14,299
144 (1,737
13,537 12.562

The standard rate of tax for the year, based on the UK standard rate of corporation tax 15 26% (2011
28%) The standard rate charge differs from the actual charge for the reasons set out in the following

reconctliation

Profit on ordinary activities before tax

Tax on profit on ordinary activities at standard rate 26%
(2011 28%)

Factors affecting the tax charge for the perod

Non deductible expenses

Current tax losses not utilised

Non taxable income

Brought forward tax losses utihised

Revaluations agamst investments (fair vaiue and other)
Profit on disposal of investments not taxable
Adjustment 1n respect of asscciates

Adjustment for amortisation of goodwill

Qverseas tax rate differences

Depreciation for period n excess of capital allowances
Total actual amount of current tax

Adjustment n respect of prior vears

Deferred tax assets not recogmsed of £32 8 mlhon (2011

2012 2011
£000 £000
49,673 57,209
12,915 16,019
1032 5,160
772 4,159
(1,713) (1,668)
(1,244) (6 835)
1018 (194)
(7,149) (8,525)
2,328 2,851
4045 4.500
762 867
634 (2 084)
13 400 14 250
(7) 49
13.393 14 299

£37 0 mlhon) arnsing from timing

differences relating to capital allowances losses and other tming differences will only be recovered 1f

there 15 sufficient future taxable net income

The Group has trade losses of £134 & milhion (2011 £127 0 million) to carry forward for offset against

future trade profits
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IPGL LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2012

8.

PROFIT ATTRIBUTABLE TO PARENT COMPANY

As permitted by Section 408 of the Companies Act 2006, the profit and loss account of the parent

company 1s not presented as part of these financial statements

The parent company’s retamned profit for the financial year amounted to £23 0 mulhion (2011 loss of

£15 2 milhon)

INTANGIBLE ASSETS

Cost
At 1 Apnl 2011
Foregn exchange adjustment

Additions
At 31 March 2012

Amortisation
At 1 Apnl 2011

Amortisation charge

At 31 March 2012

Net book value at 31 March 2012

Net book value at 31 March 2011

Foreign exchange adjustment

Concessions,
patents,
hicences,
trademarks
& sumilar Positive Negative

rights Goodwill Goodwill Total

£000 £000 £:000 £°000

287 167,048 (1,432) 165,903

- 109 - 109

- 1,540 - 1,540

287 168,697 (1,432) 167,552

130 67,890 (445) 67 575

- 15,757 (198) 15,559

130 83,647 (643) 83,134

157 35.050 (789) 84,418

157 99,158 (987) 98,328

In accordance with FRS 23 The effects of changes n foreign exchange rates™ positive goodwill
relating to overseas subsidianies has been retranslated at the closing exchange rate with the resulting
profit (2011 loss) taken to foreign eachange reserves
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IPGL LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2012

10,

TANGIBLE FIXED ASSETS
Short
leasehold
Website &  Assets 1n the Improvements
Computer software course of Plant & Motor & office
GROUP costs  development  construction machinery vehicles furniture Total
£000 £'000 £000 £000 £000 £7000 £°000
Cost
At ] Apnl 2011 11,815 9,557 1,218 4102 260 8,709 535,661
Foreign exchange
adjustment 7 5 - (222) (1) (66) (277
Additions 1,174 1,883 2,237 65 143 1,528 7,030
Dhsposals (133) (32) - (275) (8) (301) (749)
At 31 March 2012 12,863 11,413 3,455 3,670 394 9,870 41,665
Depreciation
At ! Apnl 2011 8,422 7,598 - 3,180 198 2,742 22140
Foreign exchange - "
adjustment 5 3 - (163) i (24) (178)
Depreciation charge 1,878 1,081 - 40 49 1,362 4,410
Disposals (132) ) - (275) (9 (207) (625)
At 31 March 2012 10,173 8,680 - 2,782 239 3,873 25,947
Net book value
At 31 March 2012 2,690 2,733 3,455 388 155 5,997 15,918
At 31 March 2011 3,393 1,959 1,218 922 62 5,967 13,521
Office
Motor furmiture &
COMPANY vehicles equipment Total
£000 £'000 £000
Cost
At 1 Aprit 2011 and 31 March 2012 213 177 390
Depreciation
Atl Apnl 2011 183 101 284
Charge for the year 30 15 45
At 31 March 2012 213 116 329
Net book value
At 31 March 2012 - 61 61
At 31 March 2011 30 76 106
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2012

11 FIXED ASSET INVESTMENTS

Shares Shares in
COMPANY associates subsidiaries Total
£7000 £°000 £000

Cost

At 1 April 2011 226 185,056 185,282
| Additions - 6,637 6,637
‘ Transfers - (111) (in
i Dhsposals - (166) {166)
; A131 March 2012 226 191,416 191,642

Provisions

At | April 2011 - 3,041 3,041

Impairment charge - 574 574

Disposals - (166) (166)

At 31 March 2012 - 3,449 3,449

Carrymg value

At 31 March 2012 226 187,967 188,193

At 31 March 2011 226 182,015 182,241
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{PGL LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2012

11. FIXED ASSET INVESTMENTS (continued)
SUBSIDIARY UNDERTAKINGS
The names of the principal subsidiaries of the Company, together with mterests in equity shares are
given below The country of operation 1s the same as the country of incerporation (with the exception

of Finsbury Saithing LLP which operates from Jersey and Sirar LLP which operates 1n Kenya) Indirect
holdings are marked with an asterisk

Company and Country of Operation Activity Holding

England and Wales

City Index Group Limited* Holding company 71 10%
City Index Holdings Linmted* Holding company 71 10%
City Index Limited* Financial trading & spread betting 71 10%
Islamic and Middle Eastern wholesale
DDCAP Limited* market intermediary 65 33%
Finsbury Fine Art LLP Fine Art trading 33 33%
Fmsbury Sailing LLP Yacht chartering 98 00%
IFX Group Limited* Holding company 71 10%
IFX Markets Limited* Financial trading & spread betting 71 10%
Intercapital Brokerage Services Limited Holding company 100 0%
IPGL Insurance Services Limited* Holding company 100 0%
Sira1 LLP Property developiment and operation 98 72%

Netherlands

Incap Netherlands (Holdings) BV Holding company 100 0%
Incap Gammg BV* Holding company 100 0%
Incap Finance BV* Holding company 100 0%
Incap Investments BV* Holding company 100 0%
Allerton Investments BV* Holding company 100 0%
Incap Overseas BV* Holding company 100 0%
Hong Kong

Intercapital Group (Hong Kong) Limited Investment company 100 0%
USA

Incap Holdings USA Inc* Holdmng company 100 0%
FX Solutions LL.C Financial trading & spread betting 71 10%

Where shareholdings 1n subsidiaries are less than 50%, the Company 1s considered to exercise control
over the undertaking, through consideration of other factors outlined 1 the accounting policies note In
relation to Fsbury Fine Art LLP control 1s considered to be exercised as a further 33 3% share 1s held
by M A Spencer, Chairman of the Group
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IPGL LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2012

11.

12.

FIXED ASSET INVESTMENTS (continued)

During the year the group disposed of 100% of the ordinary share capital of IPGL Fund Services
Limited which m turn owned 52 5% of Ongin Asset Management LLP The disposal of these entities
does not represent a material reduction in operating facihties or withdrawal from a particular market by
the Group Therefore the results for these entities have not been classified as generated from
discontinuing operations under FRS 3 The profit on disposal of IPGL Fund Services Limited was

£27 5 million

INVESTMENTS IN ASSOCIATES

At 1 Apnl 2011

Share of operating profit — continuing
Share of net interest

Share of corporation tax

Dividends received by Group

{Loss) on dilution of Group mterest
Share of exchange adjustments

Share of other reserve movements
Share of assets acquired

At 31 March 2012

Share of
Assets

£000

185,325
41,069
(3,414)

(12,016)

(21,831)

(397)
(4,895)
(5477)

484
178,848

The value of goodwill 1n associates at 31 March 2012 was £m] (2011 £nil)

Associated Undertakings
Name of Undertaking

ICAP ple

Exotix Holdings Limited
Sheffield Haworth Limited

Ordmary Country of Nature of
shareholding  incorperation business

15 82% England and Wales  Money, dervaive
& securities broker

45 24% England and Wales  Financial trading
20 84% England and Wales  Executive selection

During the current and prior years ICAP ple has purchased shares from the market to hold n treasury
and at 31 March 2012 holds 18,294,235 shares which has the effect of increasing the voting rights of
the group to 16 26% as reported under the FSA"s Disclosure and Transparency Rules
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IPGL LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2012
12 INVESTMENTS IN ASSOCIATES (continued)

The prncipal associate included n the Group financial statements 15 ICAP ple The Group’s share of
the assets, habilities and profit and loss of ICAP plc, derrved from the pubhshed accounts, 1s as

follows
2012 2011
£°000 £000
Share of turnover 265,851 275,380
Share of profit on ordinary activities before tax 33,844 37,487
Share of taxation (11,861) (13,287
Share of profit on ordnary activities after tax 21,667 29,578
Share of fixed assets 210,07t 230,870
Share of current assets 12,628,458 11,890,052
Share of liabilites due within one year (12,582,911) (11,853,197)
Share of habilities due after more than one year (82,871) (92 057)

The market value of the Group’s mvestment i ICAP ple at 31 March 2012 was £413 million (2011
£555 mlhon)

At the year end, the Company had balances with ICAP plc as disclosed n note 27

13 CASH AT BANK

GROUP COMPANY

2012 2011 2012 2011

£000 £°000 £°000 £000

Cash at bank and i hand 71,360 59,331 5,287 2,746

Bank deposits 3.936 470 - -

Monies held on behalf of non- 11,891 10,409 ) i
segregated clients

87,187 70,410 5.287 2,746

Where the Group holds money on behalf of clients n segregated bank accounts 1n accordance with the
chient monies rules of the Financial Services Authority and other regulatory bodies, such money and the
correspendmg habilities to chents are not shown on the face of the balance sheet, as the Group 15 not
beneficially entitled to them The amounts held on behalf of chents 1n such accounts at the balance
sheet date are £169 7 million (2011 £204 5 mlhion)

The directors consider that the carrying amouni of these assets approaimates to their fair value
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IPGL LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2012

14. STOCKS
2012 2011
£000 £000
Fine art 33,842 33,842
15. DEBTORS
GROUP COMPANY
2012 2011 2012 2011
£:000 £000 £7000 £°000
Trade debtors 44,687 86,199 - -
Amounts due from Group undertakings - - 2,957 10,942
Other debtors 14,431 17,213 39,758 48,284
Corporation tax 346 2,672 - -
Prepayments and accrued mcome 6,436 8,321 2 539 1,946
65,900 114,405 45,254 61,172

Trade debtors

Trade debtors consist of amounts receivable from brokers and dealers representing cash in margin

accounts and payments receirvable on unsettled securities transactions on behalf of clients

disclosures in relation to trade debtors have been given in note 30

Other debtors - Company

Further

Included within other debtors 15 a balance of £27 0 million (2011 £36 0 mullion) with City Index

Limited entered into in the ordinary course of business

Also mmcluded with other debtors 15 £12 6 mulhon (2011 £i2 1 mullion) due from certamn potential

beneficianes of the Employee Benefit Trust (see note 26)
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IPGL LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2012

16.

CURRENT ASSET INVESTMENTS - GROUP

Held at fair value through

profit or loss Available -for-sale
2012 201 2012 2011
£°000 £000 £000 £000
Fair value
At1 April 2011 47,732 44,730 119 267
Addmmions 5,282 %03 - -
Disposals (943) (5,061) (45) -
Transfers out - (312) - -
Impairment - - (12) (112)
Foreign exchange movements Il (512) - -
Fair value movements (3,903) 7,984 - (36)
At 31 March 2012 48,179 47,732 62 119

In addition to the above fair value movements, fawr value loss of £38,000 (2011 gamn of £0 3 million)
were recognised on contracts for difference which have been designated as held at fair value through
profit or loss

At 31 March 2012 Group listed investments are valued at £94 million (2011 £7 5 mullion) and
ongmally cost £12 1 million (2011 £17 8 million}

INVESTMENTS HELD AT FAIR VALUE THROUGH PROFIT OR LOSS - COMPANY

2012 2011
Fair value £000 £000
At 1 Apnl 2011 25,500 26,577
Addimons 2,012 903
Disposals {611) (2,960)
Transfers out - (312)
Fair value movements 1,711 1292
At 31 March 2012 28,612 25,500

At 31 March 2012 Company hsted investments are valued at £8 3 milhon (2011 £8 9 mulhion) and
ongmally cost £7 7 million (2011 £15 3 million) Further disclosures in relation to investments have
been given in note 30
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1IPGL LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2012

17. CREDITORS - AMOUNTS FALLING DUE WITHIN ONE YEAR

GROUP COMPANY

2012 2011 2012 2011

£000 £000 £000 £°000

Bank loans and overdraft 31,048 51,491 31,048 46,240

Trade creditors 49311 72 383 536 810

Loans due to Group undertakings - - 116,296 88,492

Amounts owed to Group i ) 11,055 29,952
undertahings

Corporation tax 2,415 2,625 1,444 855

Other tax and social security 451 3,342 203 845

Other creditors 12 986 13,214 5,067 4,753

Accruals and deferred income 10,829 10,228 1,014 480

107,040 153,283 166,663 172,427

Trade creditors represent amounts payable to brokers and dealers on unsettled securities transactions on
behalf of chients

The directors consider that the carrying amount of trade and other creditors approximates to thew fair
value Further disclosures in refanon to trade creditors have been given in note 30

Company Loans due to Group undertakings

As at 31 March 2012, short-term inter-company loans of £58 5 million (2011 £33 9 nullion) were due
from the Company to Incap Finance BV These are repayable at various dates ranging from on demand
to 7 September 2012, with interest rates ranging from | month LIBOR+125% pa to 6 months
LIBOR+] 25% pa The total habihity has been included within amounts due 1n less than one year

During the current year the company was granted a loan of £2 0m (2011 £n1l) from Incap Overseas BV
which was repaid on 4 September 2012 Interest was charged at a rate of 4 months LIBOR + 1 25%

As at 31 March 2012 interest bearing loans of £24 1 milhon (2011 £24 4 milhon) were due from the
Emplovee Benefit Trust to Incap Finance BV These are repayable on 30 September 2012 and 4
November 2012 at an interest rate of 3 months LIBOR + 1 25% p a Additonal interest of 2% has been
calculated on unpaid interest on repaid loan balances

The Employee Benefit Trust was granted an interest bearing loan from Incap Netherlands (Holdings)
BV of £30 8 mitlion (2011 £30 2 million) During the current vear the loan period was extended such
that 15 now repayable by 15 December 2012 and a corresponding arms-length mterest rate of 3 months
LIBOR + | 25% has been charged

During the current vear the Employee Benefit Trust was granted a new interest bearing loan of £0 9m
(2011 £mi) from Allerton Investments BV which 1s repayable on 16 December 2012 at an interest rate
of 3 months LIBOR ~ 1 25%

Details of other loans and securities have been provided in note 18
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18.

CREDITORS — AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

GROUP COMPANY
2012 2011 2012 20n
£000 £°000 £°000 £000
Bank loans 72,927 94,552 72,927 94,552

The directors consider that the carrying amount of creditors due after more than one year approximates
to their fair value as they attract nterest at a variable market rate

Facilities and terms
Company facilities

At 31 March 2012, the Company has drawn-upon £93 8m (2011 £118 3m) on 1ts mamn term facility
with HSBC and also drawn upon £15 0m (2011 £22 5m) of a revolving credit facility These loans are
secured on shares held by the Group companies

The total market value of quoted assets pledged as collateral for the Group’s loans as at 31 March 2012
was £418 7 mullion (2011 £559 8 mutlion)

In October 2008, the Company entered into a lean agreement with HSBC for £214 2 mullien payable
over the peniod to 30 September 2011 and incurred commitment fees at market rates

A repayment plan was agreed during the prior year, extending the repayment perod to 31 August 2015
The rate of nterest charged on the loan ranges from 2 25% to 3% over LIBOR per annum dependent on
the sum outstanding The contractual undiscounted cash flows are included within the disclosure in note
30

On 5 January 2011, the company entered into an addiienal £27 5 million 3 month revolving facility
with HSBC The rate of interest on the facihty 1s the percentage rate per annum which 1s the aggregate
of margin of 3%, LIBOR and mandatory cost In the current year the facility limit was reduced to £15
million which 1s now repayable by 30 November 2012

The bank loans held at the vear-end are secured with a debenture of fixed and floating charge over
various assets of the Company

Allerton [nvestments BV, Incap Netherlands (Holdings) BV, Incap Gaming BV, Incap Finance BV,
Intercapital Brokerage Services Ltd, Incap Investments BV and Incap Overseas BV all act as guarantors
with regard to this facihty Incap Finance BV and Incap Qverseas BV charge an arms-length pledging
fee for this arrangement

HSBC ple holds a fixed legal charge over all of the shares owned by the Company in Intercapital
Brokerage Services Ltd, IPGL Ventures Lid, Intercapital Debt Trading Ltd, European Derivauves
Clearing House Ltd and IPGL Property Funds Ltd

HSBC plc also holds a Dutch law share pledge over all of the Company’s shares in Incap Netherlands
(Holdings) BV, and an equitable assignment of the Company’s partnershup interest in Finsbury Fine Art
LLP

HSBC plc also holds a first ranking legal charge over selected hsted current asset investments held by
the Group

The combined year end Liabihty of £104 0 million (2011 £140 8 mlhon) has been classified as £31 1
mithon (2011 £46 2 milhon) falling due within one year and £72 9 mithon (2011 £94 6 mithon)
falhing due after more than one year The year-end hability 15 held at amortised cost using the effective
interest rate method 1 accordance with FRS 26, which takes into account any loan fees paid
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18 CREDITORS - AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR {(continued)

City Index Group facilities

The City Index Group had no facilities in place at year end The bank loan, for which £5 3m remamned
outstanding as at 31 March 2011, was repaid n full on 30 November 2011

IPGL Limuted has provided a further commitment to City Index Group Limited to provide additional
working capital, if required, up to the value of £40 0 million (201! £40 0 milhon)

Borrowing facilities

The Group has the following loan facilities in place at the year-end

GROUP COMPANY
2012 2011 2012 2011
£'000 £000 £000 £°000
Bank loans due 1n less than one year 31,048 51,491 31,048 46,240
Bank loans due in 1 — 2 vears 72,927 94,552 72,927 94,532
103,975 146,043 103,975 140,792
19. PROYVISIONS FOR LIABILITIES
GROUP
Deferred Onerous
tax lease Total
2012 2012 2012
£'000 £000 £°000
At 1 Apnil 2011 - 606 606
Settled 1n the year - (399) (39%)
Released to the profit and loss account - - -
Charges to the profit and loss account - - -
At 3] March 2012 - 207 207

The onerous lease provision, mcluding dilapidations, relates 1o vacant office space as a consequence
of the integration of the operations in London and Frankfurt in pnor years
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20. CALLED UP SHARE CAPITAL

2012 2011

£000 £2000
Authorised
1,000,000 ordinary shares of £1 each 1,000 1,000
Alotted, called up and fully paid
556.813 (2011 556,813) ordinary shares of £1 each 557 557

21. NET CASH INFLOW/(OUTFLOW) FROM OPERATING ACTIVITIES
2012 2011

£'000 £000
Operating (loss)/profit (11,638) 2,660
Depreciation 4410 6,808
Amortisation 15,559 16,405
Impairment of fixed assets 51 88
Decrease/(increase) in debtors 44,140 (15,420)
Decrease n creditors (27,336) (43,592)
(Increase) in stock - (30)
Decrease in provisions (399) (1,772)
Net losses/(gains) on revaluation of investents 3916 (7.872)
through profit or loss
Net cash inflow/{outflow) from operating activities 28,503 (42,725)

22. RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET DEBT

2012 2011
£°000 £°000
Increase/(decrease) 1n cash for the year 16.735 (22,000)
Cash flow from hiquid resources 4.295 (4,158)
Cash flow from movement n debt 35,250 22,000
Change n net debt ansing from cash-flows 56,280 (4,158)
Reclassification of fixed asset investments as iquid resources - (312)
Forex movements on investments 11 312
Other non-cash movement on cash and bank loans at amortised cost 6 860 (7,704)
Net (losses)/gains on liquid resources (3,916) 7,836
59.235 {4,850)
Net debt at 31 March 2011 (27,782) {22 932)
Net debt at 31 March 2012 31,453 (27,782)
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22  RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET DEBT (continued)

ANALYSIS OF CHANGES IN NET DEBT

At Foreign At

1 Apnl Cash exchange 31 March

2011 flons movements Other 2012

£000 £000 £°000 £000 £000

Cash at bank 70,410 16,735 42 - 87,187
70,410 16,735 42 - 87,187

Current asset investments 47,851 4,265 11 (3,916) 48,241
Bank loans due < 1 year (51,491) 35,250 - (14,807) (31,048)
Bank loans due > 1 year (94,552) - - 21,625 (72,927
Total (27,782) 56,280 53 2,902 31,453

Other changes comprise fair value movemenis in current asset investments, amortisation of 1$sue costs

relating to bank loans and transfers between loan categories
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23. RECONCILIATION OF MOVEMENTS ON SHARE CAPITAL, RESERVES & MINORITY
INTERESTS FOR THE YEAR ENDED 31 MARCH 2012

GROUP
Asat | April 2011

Retained profit for the year

Acquired 1n the year

Dwidends paid to minority
nterests

Minority share of profits and
losses i the vear

Disposal of subsidiary

Minonty interest share of
foreign exchange

Share of associates’ exchange

adjustments

Share of associates other
reserve movements
Exchange adjustments on net
IMvestments 1n overseas
subsidiaries

Balance at 31 March 2012

COMPANY
Balance at ! April 2011

Retained profit for the year
Balance at 31 March 2012

Capstal Forewgn
Minority Own  Share redemption Revaluation exchange Profit and

imterest shares capital reserve reserve reserve loss account Total
£000 £000 £000 £000 £000 £000 £000 £000
30,636 {60,020) 557 182 (81} 34,922 305,045 315241
- - - - - 35480 35480
(918) - - - - - - (918)
(1317) - - - - - - (1317)
656 - - - - - - 656
{4,744) - - - - - 422 (4 322)
18 - - - (18) - -
- - - - (4 896) - (4,896}
- - - - - - (5477) (5477)
- - - - - (267) - (267)
24331 (60020) 557 182 (81) 29,741 339470 334 180
- (60.020) 557 182 - - 64 067 4786

- - - - - - 23031 23.031

- (60020} 557 182 - - 87098 27817

At the year end, cumulative goodwill of £445,000 (2011 £445,000) had been written off directly against

reserves

The revaluation reserve represents the unrealised movement in the value of available-for-sale investments
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24.

25

26

FINANCIAL COMMITMENTS

At 31 March 2012 the Group had annual commitments under non-cancellable operating leases as set out
below

GROUP

2012 2011
Leasehold property held under operating lease £0060 £°000
Expiring within one year 74 411
Expinng within 2 - § years 780 1,416
Expiring over 5 years 2061 2,311

2,915 4,138
GROUP

2012 2011
Other commuitments under operating lease £000 £000
Expirmg within one year 13 55
Expiring within 2 - 5 years 404 447

417 502

CAPITAL AND OTHER COMMITMENTS
GROUP

2012 2011

£000 £000
Contracts for future capital expenditure not provided in the
financial statements 495 2,410

EMPLOYEE BENEFIT TRUST

As referred to in note 1(b), the financial statements of the Intercapital Private Group Limited Employee
Benefit Trust ("EBT" ) have been incorporated m the consolidated financial statements 1n accordance
with UITF 38 “Accounting for ESOP Trusts This has been done because although the Trust 1s
controlled by mdependent trustees and us assets are held separately from those of the Group, the
Directors have taken the view thai there 15 sufficient basis to require the adoption of UITF 338
Contributions to the Trust are determmed by the board from tume to time During the year, the
Company contmbuted £ml to the EBT (2011 £m)

At 31 March 2012 the net assets of the Trust amounted to £17 ! millton (2011 £17 8 million) These
assets include 212,804 (2011 212 804) ordinary shares in the Company carred at cost Other assets

were pnmarily loans due from beneficiaries

Dunng the year, and during the prior year, no Company ordinary shares were repurchased by the EBT
At the year end the EBT held 38 2% of the Company’s ordinary share capital (2011 38 2%)
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27

28.

RELATED PARTY TRANSACTIONS

The Company has taken the exemption in FRS 8 not to disclose transactions with other wholly owned
Group companies

During the year, the Company ncurred fees of £277,000 (2011 £261,000) with Macfarlanes, a
partnership in which J Courtenay-Stamp 1s a partner

As at the year end, D Kelly and M A Spencer owed the EBT £2 4 miilion and £9 8 mullion respeetively
(2011 £2 4 million and £9 5 mitlion) These balances are repayable on demand and interest 15 charged
at the gher of 1% above base rate or HM Revenue & Customs official rate

As at the year end, the Company had other debtors of £27 0 million (2011 £36 0 milhion) owed by City
Index Lumited {(see note 15)

In the year to 31 March 2012, a net rading income of £nl (2011 £53,000) and net finance costs of
£1,000 (2011 £3,000) were payable by the Company to the City Index Group Net fee and commission
payable by the Company to the City Index Group was £1,000 (2011 £29,000) Management charges of
£1 2 million (2011 £1 7 miilion) were charged by the Company to the City Index Group

During the vear, the Company had a net recharge to I[CAP plc of £80,000 (2011 £46,000) This
amount includes £37,000 (2011 £63,000) 1n respect of certain ICAP Plc employees who provided
services to the Company As at 31 March 2012, the Company owed ICAP Plc £38,000 (2011
£119,000 owed by the company)

In June 2008, ICAP Plc agreed to provide FX Solutions, a subsidiary company of City Index Limited,
with FX data from its EBS platform for $2 mullion per annum Duning the year, ICAP charged FX
Solutions £0 4 mullion (2011 £1 3 million} for the provision of data As at 31 March 2012, there was
no balance outstanding (2011 £mil})

During the year, the Group received dividends totalling £2 5 million (2011 £3 4 nulhon) from DDCAP
Limited

During the vear, M T Wreford in his capacity as Director of [PGL Limited and Exotin Holdings
Limited {an associated undertakmg) received remuneration of £52 500 from Exotix Holdings Limited

Expense recharges between related parties are made on an arms-length basis Outstanding balances
with entities are unsecured. except as disclosed 1n note 18, and are charged an arms-length interest rate
Balances are placed on mnter-company accounts with no specified credit period and are repayable on
demand

CONTINGENT LIABILITIES

The Group 15 a defendant to two htigation claims, some of which are for signficant amounts  The
Group s management believe that claims outstanding as at 31 March 2012 are either without ment and
can be successfully defended or will not have a matenal adverse effect on the Group s financial
condition, results of operanons or hquidity On the facts known to the Directors at the present ume and
supported by legal advice received, the Directors beheve that these disputes and associated costs have
been adequately accrued for at the balance sheet date
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29.

30

CONTROL

The ultimate controlling party 1s M A Spencer by virtue of his shareholding, and of those closely related
to hum, 1n the Company

FINANCIAL INSTRUMENTS

Financial Reporting Standard 29 “Fnancial instruments disclosures™ requires disclosure of information
on the significance of financial mstruments for an entity’s financial position and performance,
information about exposure to risks ansig from financial mstruments and the Group’s objectives,
policies and processes for managing capital

The Group’s financial mstruments compnise hsted and unhsted equity securittes, cash and cash
equivalents, bank borrowings and items such as trade creditors and trade debtors which arise directly
from its operations The mam purpose of these financial instruments s to provide finance for the
Group s operations

The Group attempts to mitigate 1ts risk by the use of limits and controls and hedging where appropnate
The responsibihty of monttoring financial risk management 1s attributable to the individual Group
companies, but overseen by the Group’s board of directors

Classification

The Group’s financial instruments have been classified as follows
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30. FINANCIAL INSTRUMENTS (continued)

GROUP

As at 31 March 2012

Financial assets

and labilines at Loans and
fair value recetvables- Finangial
through profit ~ Available-for- amortised lhabihties at
or loss sale cost  amoruised cost Total
£ 000 £7000 £ 000 £ 000 £000
Fimancial Assets
[nvestments available-for-sale - 62 - - 62
Investments at fair value through profit or loss 48 179 - - 48,179
Trade debtors 44,687 - - - 44 687
Other debtors and acecrued 1ncome - - 14,336 - 14 556
Cash at bank and in hand - - 87,187 - 87,187
Fotal financial assets 92,866 62 101,743 - 194 671
Firancial Liabilies
Trade creditors 49311 - - - 49,311
Other creditors and accruals - - - 23,815 23,815
Loans payable - - - 115 309 115309
Onerous lease provision - - - 207 207
Total financial liabilibes 49311 - - 139 331 188,042
GROUP
As at 31 March 2011
Financial assets
and habilities at Loans and
fair value recen ables- Financial
through profit ~ Available-for- amortised liamlities at
or loss sale cost  amortised cost Total
£ 000 £000 £ 000 £°000 £ 000
Financial Assets
Investments available-for-sale - 119 . - 119
Investments at fair value through profit or loss 47732 . - - 47,732
Trade debtors 86 199 - - - 86 199
Other debtors and accrued income - - 19,563 - 19 563
Cash at bank and tn hand . - 70,410 . 70410
Total financial assets 133931 119 89973 - 224023
Financial Lrabihties
Trade creditors 72 383 - - - 72 3183
Other creditors and accruals 425 - - 23020 23.445
Loans payable - - - 146 043 146,043
Onerous lease provision - - - 606 606
Total financial habilities 72 808 R - 169,669 242 477

-40 -




IPGL LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2012

30

FINANCIAL INSTRUMENTS (continued)
Fair value disclosures

The following table categonses the Group s financial assets and habilities held at fair value, by the
valuation method applied in determiming their fair value

s Level | far value measurements are quoted prices (unadjusted) 1n active markets for identical
assets or liabiliies,

* Level 2 fair value measurements are mputs (other than quoted prices included within Level 1)
that are observable for the asset or hability, either directly (1e as prices) or indirectly (1 ¢
derived from prices},

e Level 3 fair value measurements are mputs for the asset or hability that are not based on
observable market data (unobservable inputs)

The level i the farr value hierarchy within which the fawr value measurement 1s categonsed in its
entirety 15 determined on the basis of the lowest level mput that 1s sigmficant to the far value
measurement m its entirety For this purpose, the sigmificance of an mput s assessed aganst the fair
value measurement n 1its entirety If a far value measurement uses observable inputs that require

sigmficant adjustment based on unobservable nputs, that measurement 1s a Level 3 measurement

GROUP

As at 31 March 2012

Level 1 Level2 Level 3 Total
£000 £000 £000 £000
Financial Assets
Investments available-for-sale - - 62 62
Investments at fair value through profit or foss 8,861 12,835 26,483 48,179
Trade debtors - 44 687 - 44,687
Total financial assets 8,861 37322 26,545 92,928
Financial Liabihties
Trade creditors - 49311 - 49 311
Total financial habihties 49311 - 49311
GROUP
As at 31 March 2011
Level 1 Levei2 Level 3 Total
£000 £000 £'000 £ 000

Financial Assets
Investments as ailable-for-sale io . 109 119
Investments at fair value through profit or loss 7240 12 525 27,967 47,732
Trade debtors . 86,199 - 86 199
Total financial assets 7250 98 724 28076 134 030
Financial Liabihties
Trade creditors - 72 383 - 72 383
Total financial habihities _ 72383 - 72 383
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30.

FINANCIAL INSTRUMENTS (continued)

Movements in the year for financial mmstruments measured using the Level 3 valuation method are

presented below

Asat 1 Apnl

{Loss)/Profit recognised in profit or loss

Loss recogmised n statement of total recognised gains and losses

Additions
Disposals
As at 31 March

Other investments

Total {losses) / gains for the period included for Level 3 assets still

held at 31 March 2012

2012 2011
£2000 £2000
28,076 24,604
(5,405) 5,717
4,449 403
(637) (2,648)
26,483 28,076
(5,331} 5,259

The principal valuation techmques apphed n determining the fair value of the Groups investments, are

as follows

Methodology Description

Used for investments 1n listed
companies with an active
market

Quoted price

Share of net Used for investments in listed

assels funds and some unlisted
companies
Cost Used where the fair value of

the investment 1n unlsted
companties cannot be reliably
measured

Used for some mvestments 1n
unlisted compamies

Earnings
multiple

Financial risk management

Inputs

Clostng bid price at balance
sheet date

Net asset value reported by
the fund manager or latest
audited or management
accounts

Ongnal cost of investment

Price earmings ratio for
comparable hsted entity
Earmings for 1nvestment
from latest audited or
management accounts

Adjustments

No adjustments or
discounts apphied

In some cases fund
manager discounts applied
No internal discounts or
adjustments made

Provisions for umpairment
are made where objective
evidence of an impairment
loss has been mneurred

Adjustments  to  reflect
marhetability and hquidity
of the investment

The Group s operations expose 1t to a variety of financial rnisks mcluding credit nsk hquidity nisk and
market risk (equity price nsk, mterest rate nsk and currency rate risk} The respensibiity of monitoring
financial nisk management 15 attributable to the individual Group companies, but overseen by the

Group s board of directors

The main rnisks associated with the Group’s financial assets and liabihies and key components of the
risk management policies are summarised as follows
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30.

FINANCIAL INSTRUMENTS (continued)
Credit risk

Credit nisk represents the loss that the Group would mecur 1f a client or counterparty failed to perform its
contractual obligations

The Group’s principal financial assets exposed to credit risk are cash and trade and other debtors

The credit nisk on cash is hmited as the counterparties are all internationally recognised banks and
financial nstitutions

The Group’s main credit risk 1s attributable to 1ts trade and other debtors The amounts shown 1n the
balance sheet arising from trading 1n equities mamly relate to the City Index Group

A chent credit exposure exists where a client’s net contractual payable to the Group 1s greater than the
margin or other collateral received by the Group (“margin deficiency ) net of any credit provisions
made against the margin deficiency A counterparty exposure exists where the Group’s net contractual
debtor 1s greater than the margmn or other collateral deposited by the Group with the counterparty
(‘excess margin’ ) The Group’s credit risk 1s geographically diversified, with the majority of chents
and counterparties operating in OECD countries  Chents do not normally have external credit ratings,
however, market counterparties generally have published credit ratings  In addition to the regular credit
review of counterparties and country limuts, other measures are undertaken to mitigate credit risk
mcluding holding margin or other collateral aganst client positions A minonty of clients are permitted
to deal within specific credit terms

The Group has a formal credit policy which determines the financial and experience criteria which a
chient must satisfy before bemng given an account which exposes the Group to credit nsk, as well as
determming the account limits which are allocated to a client The Group also has potential credit risk
ansmg from its exposure to market counterparties with which 1t hedges and with banks The Group sets
limats for 1ts maximum acceptable exposure to each market counterparty and bank to which 1t has credit
exposure These hmts are approved by the Risk and Credit Commuttee and are reviewed every six
months

At the balance sheet date the Group had the followmng maximum exposure to credit risk being the trade
debtors balance net of provision per note 15

GROUP
As at 31 March
2012 2011
Trade debtors £000 £°000
Brokers and dealers 38,478 79,699
Clents 5,117 5,002
Other 1,092 1,498

44,687 86,199

Credit extended to clients 1s either by credin allocation, or waived margin  Credit allocations are a fined
amount allocated to an account which 1s treated 1n the same way as 1f cash had been deposited agamst a
chent position and 1s utilised m the calculation of a client’s margin requrement and trading resource
Waived margin 15 a fined amount allocated to an account utilised 1n the calculation of the intial margin
required In effect, imtial margimn 15 reduced and the client 1s only required to fund losses on an account
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30.

FINANCIAL INSTRUMENTS (continued)

Credit rnisk (continued)

The movement on credit provisions during the year were as GROUPFP
follows For the year ended 31 March
2012 2011
£000 £°000
Opening credit provisions 35,807 39,550
Credit to profit and loss account during year (444) (1,418)
Utilised against underlying assets during the year 309 (2,325)
Closing credit provisions 35672 35,807
Liqudity rnsk

Liquidity risk 15 the risk that an entity will encounter difficulty m meeting obhgations associated with
financial habilities

Liqudity risk arises in numerous ways, which includes the abihty to pay labihties as they fall due,
realising a market loss as a result of the premature sale of assets to raise hiquidity or loss of business
opportunity due to a lack of hquidity Internal vuinerabihities to liquidity risk anse principally because
assets are, ;n relative terms, less hqud than habilities

Ultimate responsibility for liqudity management rests with the Board of Directors The Group
manages liquidity risk by maintaining adequate cash reserves, bank facilities, borrowing facilities and
by mamntaming a mixture of long-term and short-term debt finance that 1s designed to ensure 1t has
sufficient available funds for operations and planned expansions

The Group monttors 1ts levels of working capital to ensure that 1t can meet 1ts debt repayments as they
fall due In the event of a significant movement 11 markets the Group could have a short-term funding
requirement to meet its payment obligations to counterparties Any failure by the Group to meet its
payment obligations could result in market counterparties closing the Group s hedge positions, which
would have matenally adverse consequences for the Group s busmess The level of hquidity required
15 influenced by the level of client activity and volatility in the markets

The contractual undiscounted maturities of the Group's habihities at the balance sheet date are as
follows

GROUP
As at 31 March 2012
Due between
Due within 3 4and 12 Due between
On demand months months 1and 5 years Total
£ 000 £000 £'000 £000 £000
“on-dervative Financial Liabibities
Other creditors and accruals 170 17333 1,420 4,890 21815
Loan payable - - 28,836 86 473 115,309
Onerous lease provision B, - 207 . 207
Total non-denvatinve financial habilitres 170 17 335 30,463 91 363 139 331
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30.

FINANCIAL INSTRUMENTS (continued)

Liquidity risk (continued)

GROUP
As at 31 March 2012
Due between
Due within 3 4and 12 Due between
On demand months months 1and 5 vears Total
£°000 £000 £'000 £000 £000
Derivative Financial Liabihties
Trade creditors 49111 - - - 49311
Other creditors and accruals - - - - .
Total derivate financial liabilines 49 311 - - . 49 311
GROUP

As at 31 March 2011
Duoe between

Due within 3 4and 12 Due between
On demand months months 1and 5 years Total
£000 £°000 £000 £°000 £000
Non-dernvative Financial Liabihinies
Other credrtors and accruals . 11 873 9216 1,931 23,020
Loan payable 5250 2,500 48959 105,808 162,517
Onerous lease provision R - 545 61 606
Total non-dern ative financial habilities 5250 14,373 58 720 107,800 186,143
GROUP
As at 31 March 2011
Due between
Due within 3 4and 12 Duc between
On demand months months 1and 5 years Total
£000 £:000 £000 £'000 £000
Dernvanve Fingncial Liabihties
Trade creditors 72 383 . . . 72,383
Other creditors and accruals . 425 R - 425
Total derv ate financial habilihes 72383 425 . - 72,308

The Group's policy 1s to hold its own and 1ts chents™ cash reserves with a diversified range of
counterparties, each of which 1s a major clearing bank or a financial institution  The Group s own
money 1s held almost entirely on demand as 1t needs to be readily available to meet short-term funding
requirements  Segregated client cash 1s held primarily on demand but depostts of longer duration are
also placed where this can increase returns within an agreed matunty risk profile

Market risk
Market risk 15 the nisk of loss ansing from adverse movements n the level or volatihity of market

prices The main associated risks for the Group are equity price misk, interest rate risk and currency
rate rish
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30.

FINANCIAL INSTRUMENTS (contimued)

Equity price risk

The Group 1s exposed to equity price nisk because of investments held by the Group and classified as
held at fair value through profit or loss To manage the price nisk arnising from these investments the
Group diversifies its portfolio in accordance with hmuts set by the board of directors

The Group s investment portfoho ncludes equity instruments and other indices that are publically
traded A 10% increase in the FTSE-all-share index (the ‘Index™) at the reperuing date would have
mcreased profit after tax by £0 85 mullion (2011 £0 73 milkon), an equal change n the opposite
direction weould have decreased profit after tax by £0 85 mullion (2011 a decrease of £0 73 mulhion)
The analysis was performed on the same basis for 2011

The Group had 1 77 mullien hsted contract-for-difference positions open at the year end (2011 |77
million) A 10% increase in the Index at the reporting date would have ncreased profit after tax by £0 1
mithen (2011 £0 1 million), an equal change m the opposite direction would have decreased profit
after tax by £0 1 milion (2011 £0 1 mithion) The Directors manage this risk by having direct control
over the positions opened and closed and by assessing the Group’s risk exposure at periodic ntervals

Daily and intra-day margin calls are made on clents to reflect market movements affecting client
positions The Group’s chents sign a Terms of Business agreement, in which, under certain
circumstances, the Group umilaterally reserves the night to close out client positions  Exposure
management 15 dependent on the hquidity of the relevant markets and hedging policy These policies
include himits, or a methodology for setting himuts, for each liquud financial market in which the Group
trades. and for markets which the Directors consider to be correlated The himits determine the
maximum net exposure ansing from client activity and associated hedging

The estunated fair value of financial assets and habilities 1s made 1n accordance with the requirements
of FRS 26 as described 1n note 1(u)

Interest rate risk

The interest bearing financial assets and habihues of the Group comprise cash, bank overdrafts and
bank borrowings as shown in the consolidated balance sheet Exposures to interest rate fluctuations are
managed through floating rate wstruments which give the Group its required interest and maturity
profile Interest rate and maturity profiles are regularly monitored 1n the light of current performance
and the economic environment The Group s also exposed to mterest rate rish i the form of financing
income or expense on open posittons held with chients Financing interest rate 1s pegged to LIBOR and
overnight deposit rates

The Group hedges its chents® trades to the extent determined by its risk management policies by
executing muror trades with 1ts brokers 1n order to mitigate 1nterest rate risk

As at 31 March 2012, an mcrease of 100 basis pomnts with all other variables held constant would
decrease post-tax profit and equity by £0 8 million (2011 £1 0 million) Conversely, a decrease of 100
basis points with all other variables held constant would increase post tax profit and equity by £0 7
mulion (2011 £1 0 milhon)

A sensitivity of 100 base pomts represents a reasonable movement given the current level of volauhty
observed n respect of the main iterest rates the Group 1s normally exposed to in its day-to-day
operations The calculation assumes an average Group tax rate of 26%
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FINANCIAL INSTRUMENTS (continued)

Currency rate rish

The prmcipal currencies 1n which the Group trades are sterling (GBP£), United States Dollars (USS)
and Euro This gives mise to currency risk on the translation of its net current assets (maimnly net funds
held on behalf of clients) together with a currency tisk on the conversion of 1ts non-sterling income mto

sterhng The Group economically hedges thuis nisk to the extent required by 1ts hedging strategy

The main currencies included in the other currency category are Australian Dollars, Kenyan Shilling

and Japanese Yen

The currency nish of the Group’s assets and habilities at the balance sheet date are as follows

Group
As at 31 March 2012
GBPE USss Euro Other Total
£ 000 £'000 £'000 £4000 £000
Financial assets
Investments available-for-sale 62 - - - 62
Investments at fair v alue through profit or loss 35,968 6,546 2,909 2,756 48,179
Trade debtors* 3,899 27 595 8,545 5,994 48,033
Other debtors and accrued ncome 13317 446 121 672 14,556
Cash at bank and in bank 27048 42 983 1,089 16,067 87,187
Total financial assets 82 294 77510 12,664 25,489 198,017
Financral habihitres
Trade creditors* 19 219 41,424 1,020 17,983 79,646
Other ¢reditors and accruals 13,626 8,486 1,119 584 23 815
Loan payable 115 309 - - - 115,309
Onerous lease provision 207 - - 207
Total financial habilities 148,361 49910 2,139 18 567 218977
et position
Total net financial assets/{liabiliies) {66 067) 27 660 10323 6922 20 960)
* For the purposes of this table trade debiors and trade creditors are shown as the gross posilion per currency
If there was a 20% strengtherung of sterling
with all other vanables held constant then there
would be a
— decrease n profit (4,094) (1,558) (1,024) (6,676)
~ decrease i equity (4,094) (1.538) (1,024) (6 676}
If there was a 20% weakeming of sterhng with
all other vanables held constant then there
would be an
~ increase in profi afier tax 4094 1558 1,024 6676
- ncrease m total equith 4,094 1,558 1024 6676
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FINANCIAL INSTRUMENTS (continued)

Currency rate risk (continued)

A sensitivity of 20% represents a reasonable movement given the current level of volatility observed 1n
respect of the main exchange rates the Group 1s normally exposed to 1n 1ts day-to-day operations The
calculation assumes an average Group tax rate of 26%

Group
As at 31 March 2011

GBPL USS Euro Other Total

£000 £'000 £000 £000 £000
Financial assets
Investments available-for-sale 74 43 - - 119
Investments at fair value through profit or loss 38,184 6,573 2975 - 47,732
Trade debtors* 23,837 37,616 19,513 18,162 99,128
Other debtors and accrued income 18 236 969 125 233 19,563
Cash at bank and 1n bank 10,832 40 253 6,688 12,637 70,410
Total financial assets 91,163 85,436 29,301 31,032 236,952
Financial habilities
Trade creditors* 7,769 35639 25473 16,431 85,312
Other creditors and accruals 19013 2256 219 1,957 23,445
Loan payable 146,043 - - - 146,043
Onerous lease provision 606 - - - 606
Total financial habilities 173,431 37,895 25,692 18,388 255,406
Net posifion
Total net financial assets/{hatlites) (82 267) 47 561 3,609 12 644 (18,433)

* For the purposes of this {able trade debtors and trade creditors are shown as the gress posiion per curvency

If there was a 20% strengthening of sterling
with all other vanables held constant then there

would be an
— decrease n profit (6 849) (520) (1,821) {9 189)
- decrease 1n equiny (6 849) (520) {182]) {9,189)

If there was a 20% weakening of sterhng with
all other vanables heid constant then there

would be an
— mcrease tn profit after tax 6 849 520 1821 9189
— increase 1n total equity 6 849 520 1.821 5,189
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FINANCIAL INSTRUMENTS (continued}
Capital risk management

The Group manages capital to ensure that 1t has available resources and access to markets to ensure the
continued growth of the Group and to meet its borrowing and regulatory requirements The Group’s
objectives when managing capital are to safeguard its ability to continue as a going concern and to
maintain an appropriate capital structure that complies with loan covenants and externally imposed
capital requirements The Group manages capital through the bank loan financing as disclosed above

A large proportion of the Group’s activities are regulated in a number of jurisdictions and are therefore
subject to various regulation and legislation relating to technology, the provision of mternet services, the
use of the intermet and regulatory capital This unposes extensive reporting requirements and
continmng self-assessment and appraisals The Compliance Departments of Group companies are
designed to ensure that all the Group’s entities meet the rules of the regulators in each of the
Jurisdictions 1n which the Group operates  The Group 15 required to be regulated on a consohdated basis
by the United Kingdom’s Fmancial Services Authority as discussed 1n note [{c}) The Group mamtains
a close working relationship with 1ts regulators and continually seeks to improve 1ts operating
efficiencies and standards The comphance officers are n regular contact with the Senior Executive
Management The regulatory environment 1s constantly evolving and imposes significant demands on
the resources of the Group The Group contimues to devote considerable resources to meet the
requirements, including increased training and provision of adequate capital
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