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STRATEGIC REPORT FOR THE YEAR ENDED 31 DECEMBER 2013
The directors present their strategic report for the year ended 31 December 2013

Principal activities and future developments

The principal activities of Euroclear UK & Ireland during the year were the operation and continuing
development of the CREST settlement system and the EMX Message System The CREST system
provides advanced, fow-cost electronic settlement facilities for a wide range of corperate and
government secunties, including those traded on the London Stock Exchange, Insh Stock
Exchange, SWX Europe and various multilateral trading platforms The CREST system also settles
transactions in money market instruments, investment funds and a varety of international
secunties, and offers a range of asset servicing and optimisation facilities, including corporate
action services The EMX Message System provides electronic message order routing, thereby
automating the purchase, sale, valuation and settlement of unitised funds

The Euroclear group continues to adapt Its operations tn response to changes in market behaviour
and new regulations Delivering relevant and timely services that meet chent needs 1s our top
priority. Automating and standardising critical post-trade processes, with business partners or
through our own initiatives, remains an important means to reduce risk and processing costs both

for our clients and for Euroclear

The Euroclear group’s vision 1s to be the market’s post-trade provider of choice - we strive to
provide services that are preasely what clhents want when they need t We aim to be one of the
world’s pre-eminent providers of post-trade services, supporting the stability and development of
the capital markets, locally and globally Key elements of the Euroclear group’s strategy are to

» broaden our service offering in fund products,
+ build our asset servicing and collateral management capabilities, and

« expand our business opportumities beyond Europe
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STRATEGIC REPORT FOR THE YEAR ENDED 31 DECEMBER 2013 (continued)

Euroclear UK & Ireland’s strategy continues to be to provide a robust and reliable Central Secunties

Depository {CSD) services to the UK and Insh market and to offer expanded services to the funds
market

Various service enhancements were introduced 1n the year to provide additional functionalty:

e The CREST funds settlement service was a key success in 2013 It offers fully automated
and reliable service for funds transactions and end to end STP (Straight Through
Processing) for those who use our EMX funds order routing system

« An improved Euro setttement service provides a direct ink to the TARGETZ2 payment
system and offers settlement banks risk reduction and efficiency enhancements

» The move of IT production to the more flexible HP non-stop *Blade’ hardware offers cost
savings by running a platform jointly with Euroclear Bank, and offers us an efficient route

to a third live data centre as added resilience against a regional disaster,

s Improvements to the EMX service include a reregistration service and a new web front end

to improve the lock and feel of our order routing service

Further CREST system enhancements will be introduced to provide additional functionahty,
including

e Cleared Sterling General Collateral, an enhancement to support LCH Clearnet Ltd This will
deliver a cleared term DBV product to the London market; and

= a stamp assessment tool, to enable chients to demonstrate to HM Revenue & Customs

(HMRC) that they have met their stamp duty requirements
These enhancements will directly or indirectly help chents manage nsks or reduce costs.

Principal risks and uncertainties facing the company

Euroclear UK & Ireland, as a provider of settlement services, has minimal exposure to price
(market) risk and does not extend credit to third parties, other than in the normal invoicing cycle
A prudent investment policy 1s followed for the investment of cash, based upon money market
deposits with at least AA rated institutrons, or at least A rated institutions for cash that I1s in excess
of our Financtal Resource Requirement Cash flow and prudenbal cash requirements, including
those necessary to support working and regulatory capital, are monitored regularly to ensure that
sufficient funds are avallable There has been no change since the year-end in the major financial
risks faced by Euroclear UK & Ireland (see note 26).
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STRATEGIC REPORT FOR THE YEAR ENDED 31 DECEMBER 2013 (continued)

Key performance indicators

In the opinion of the directors, the key financial performance indicator 1s profit before tax
Euroclear UK & Ireland made a profit before tax of £33,737,000 (2012 £15,022,000) Thisis
subject to a taxation charge of £7,796,000 (2012 £3,782,000) The dnvers of this result have
been discussed above.

Financial performance and dividends

The Company has performed well in the continuing difficult market conditions in 2013. Revenues
have increased with transaction volumes, and the programme of measures to reduce costs and
improve efficiency has continued, ensuring profitability

Euroclear UK & Ireland’s profit after tax for the year was £25,941,000 {2012 profit after tax
£11,240,000) The period end financial position of the Company remains strong with net assets of
£84,254,000 (2012 net assets £73,303,000)

An intenm dividend of £14,990,000 (£0 623 per ordinary share) was paid during the year (2012
Nit) A final dvidend of £29,835,000 (£1 240 per ordinary share) has been proposed for 2013
(2012 MNil). Itis to be agreed in the board meeting on 10 March 2014

By order of the Board

iM }-u.,l/q

JOoHN TRUNDLE
Chief Executive Officer
10 March 2014
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DIRECTORS’ REPORT FOR THE YEAR ENDED 31 DECEMBER 2013

The directors present thetr report and the audited financral statements of Euroclear UK & Ireland
Limited for the year ended 31 December 2013 Euroclear UK & Ireland 1s domiciled and
tncorporated in the United Kingdom The address of its registered office 15 33 Cannon Street,
London, EC4M 5SB.

Directors

The following directors held office during the reporting period
Frederic Hannequart ¥ (Chaiwrman)
John Trundle (CEQ)

Mike Wilhams Resigned 31 March 2013
Sue Concannon ¥ *

Peter Sucaet Appointed 27 February 2013
Tom Challenor # ¢ Appoimnted 1 April 2013

+ Member of Nomination and Remuneration Committee
*Independent Director and Member of the Audit and Risk Committee
2 semor Independent Director and Chairman of the Audit and Risk Committee

The Company Secretary throughout the year was Lisa Kelty, who has since resigned effective 19
February 2014.

Insurance of directors

Euroclear UK & Ireland mantains insurance for directors in respect of their duties as directors of
Euroclear UK & Ireland

Employees

Euroclear UK & Ireland’s policy 1s to consult and discuss with employees, through staff meetings
and builetins, matters hkely to affect employees’ interests, Information on matters of interest to
employees 1s given through meetings and newsletters which seek to achieve a common awareness
on the part of all employees, including the financial and economic factors affecting Euroclear UK &
Ireland’s performance

Euroclear UK & Ireland’s training and development misston 1s to ensure that the organisation has
the right skills developed at the nght time through appropreate learning and development tools, as
to meet the organisation’s strategic needs and contnibute to employee engagement

Euroclear UK & Ireland 1s an equal opportunities employer, 1ts policy is to consider recruiting
disabled workers for those vacancies that they are able to fill Arrangements would be made,
wherever possible, for retaining employees who became disabled, to enable them to perform work
appropriate to their aptitude and abihties
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DIRECTORS’ REPORT FOR THE YEAR ENDED 31 DECEMBER 2013 (continued)
Remuneration policy

Euroclear UK & Ireland operates a remuneration policy designed to attract, retain and motivate
executive directors and staff of the quality required to operate its business,

Going concern

After making enquinies, the directors have formed a judgement, at the tme of approving the
financtal statements, that there i1s a reasonable expectation that Euroclear UK & Ireland has
adequate resources to continue to operate for the foreseeable future For this reason, the directors
continue to adopt the ‘going concern’ basis in preparing the financial statements.

Creditor payment policy

Euroclear UK & Ireland’s policy on the payment of suppliers 1s to settle according to the terms of
payment once all contractual terms have been observed For all trade creditors, 1t 1s Euroclear UK &
Ireland’s policy to agree the terms of payment at the start of trading with that supplier, ensure that
suppliers are aware of the terms of payment, and pay promptly in accordance with 1ts contractual
and other legal obligations Total creditor days are based on the ratto of trade creditors at the end
of the year to the amounts invoiced during the year by trade creditors For the year ended 31
December 2013 the creditor days are calculated to be 15 days as suppler invoices outstanding at
year end were minimal (2012 12 days)

Charitable donations

The Community Relations Committee encourages charitable donations and community involvement
within the UK based operations of the Euroclear group The group operates pro-active policies and
supports employees in donating and raising funds All donations in the UK as determined by this
committee are paid through Euroclear SA/NV, London (total UK for 2013 £70,000, 2012

£80,000)

Political donations
Euroclear UK & Ireland made no pohtical donations during the year (2012: Nil).
Financial instruments

The exposure of Euroclear UK & Ireland to price nisk, credit risk, liquidity risk and cash flow risk are
discussed in note 26 on page 29 of the Financial Statements
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DIRECTORS’' REPORT FOR THE YEAR ENDED 31 DECEMBER 2013 (continued)

Statement of directors’ responsibilities

The directors are responsible for preparing the Directors’ Report and the financial statements 1in
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 prepared the financial statements in accordance with International
Financial Reparting Standards (IFRSs) as adopted by the European Union,

Under company law the directors must not approve the financial statements unless they are
satisfied that they give a true and fair view of the state of affairs of the company and of the profit
or loss of the company for that period In preparng these financial statements, the directors are
required to

« select suitable accounting polictes and then apply them consistently,

« make judgements and accounting estimates that are reasonable and prudent,

« state whether applicable International Financial Reporting Standards (IFRSs) as adopted by the
European Union have been followed, subject to any matenal departures disclosed and explained
in the financial statements,

» prepare the financal statements on the going concern basis unless it 1s inappropriate to
presume that the company will continue iy 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
irregularities,

Statement of disclosure of information to auditors

In accordance with the provisions of Section 418, directors’ reports shall include a statement, n the
case of each directar in office at the date the directors’' report 1s approved, that

(a) so far as the director 1s aware, there 1s no relevant audit information of which the

company’s auditors are unaware, and

{b) he has taken all the steps that he ought to have taken as a director in order to make
himself aware of any relevant audit information and to establish that the company’s
auditors are aware of that information
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DIRECTORS’ REPORT FOR THE YEAR ENDED 31 DECEMBER 2013 (continued)
Independent auditors

PricewaterhouseCoopers LLP acted as Euroclear UK & Ireland’s auditors during the year

PricewaterhouseCoopers LLP have expressed their willingness to continue 1n office as auditors and a
resolution to reappoint them will be proposed at the Annual General Meeting

By order of the Board

P Dol

JoHN TRUNDLE
Chief Executive Officer
10 March 2014
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF EUROCLEAR UK & IRELAND
LIMITED

We have audited the financial statements of Euroclear UK & Ireland Limited for the year ended 31
December 2013 which comprise the Statement of Financial Position, the Statement of
Comprehensive Income, the Statement of Cash Flows, the Statement of Changes in Equity and the
related notes The financial reporting framework that has been applied in their preparation is
applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European

Union

Respective responsibilities of directors and auditors

As explained more fully in the Statement of Directors’ Responsibilities on pages 6, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a
true and fair view Our responsibility 1s to audit and express an opinion on the financial statements
tn accordance with applicable law and International Standards on Auditing (UK and Ireland) Those
standards require us to comply with the Auditing Practices Board's Ethical Standards for Auditors

This repert, including the opinions, has been prepared for and only for the company’s members as
a body In accordance with Chapter 3 of Part 16 of the Compantes Act 2006 and for no cther
purpose. We do not, in giving these opinions, accept or assume responsibility for any other
purpose or to any other person to whom this report 1s shown or into whose hands it may come

save where expressly agreed by our prior consent in wnting

Scope of the audit of the financial statements

An audit iInvolves cbtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from material
misstatement, whether caused by fraud or error This includes an assessment of whether the
accounting policies are appropriate to the company’s crcumstances and have been consistently
apphed and adequately disclosed; the reasonableness of significant accounting estimates made by
the directors, and the overall presentation of the financal statements In addition, we read all the
financial and non-financial information in the Strategic Report and the Directors’ Report to identify
material iInconsistencies with the audited financial statements and to 1dentify any information that 1s
apparently matenally incorrect based an, or matenally inconsistent with, the knowledge acquired
by us in the course of performing the audit If we become aware of any apparent matenal

misstatements or inconsistencies we consider the implications for our report
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF EUROCLEAR UK & IRELAND
LIMITED (continued)

Opinion on financial statements

In our opinion the financial statements

give a true and fair view of the state of the company’s affairs as at 31 December 2013 and
of 1ts profit and cash flows for the year then ended,

have been properly prepared in accordance with IFRSs as adopted by the European Union,
and

have been prepared in accordance with the requirements of the Companies Act

2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Strategic Report and the Directors’ Report for the

financial year for which the financial statements are prepared is consistent with the financial

statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006

requires us to report to you if, In our opmion

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

the 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

Simon Hunt (Senior Statutory Auditor)
For and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

London

10 March 2014
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STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 31 DECEMBER 2013

2013 2012
Note £'000 £'000
Revenue 1¢c 95,893 86,177
Discounts 1c - (796)
Net revenue 95,893 85,381
Administrative expenses 2 (62,354) (70,631)
Other losses 3 (38) (44)
Operating profit 4 33,501 14,706
Finance income and costs
Interest receivable and similar income 7 237 316
Interest expense 7 {1) -
Profit before tax 33,737 15,022
Income tax expense 8 {7.796) (3,782}
Profit and total comprehensive income for the year 25,941 11,240
o The total comprehensive income for the year s all attributable to continuing operations
() The total comprehensive income for the year 1s attnbutable to the owners of the parent

company

The notes on pages 14 to 31 form part of the financial statements

10
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STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 2013

2013 2012

Note £'000 £'000
Assets
Non-current assets
Intangible assets 9 6 9
Property, plant and equipment 10 61 100
Investrments 1n subsidiary undertakings 11 7 7
Other non-current assets 12 12 12
Term Deposits 16 5,000 -
Deferred tax assets 13 163 221

5,249 349
Current assets
Trade and other recervables 14 8,186 8,962
Cash and cash equivalent 15 82,017 70,836
90,203 79,798

Current habilities
Trade and other payables 17 (7,417) (4,979)
Current tax habilities (3,781) (1,865)
Net current assets 79,005 72,954
Net assets 84,254 73,303
Equity
Ordinary Shares 18 6,015 6,015
Share premium account 6,015 6,015
Other Reserves 12 5 5
Retained Earnings 72,219 61,268
Total equity 84,154 73,303

The notes on pages 14 to 31 form part of the financial statements

The financial statements on pages 10 to 31 were approved by the Board of Directors on 10 March
2014 and authorised for 1ssue on that date

Signed on behalf of the Board

Ve

Chief Executive Officer
10 March 2014

JouN TRUNDLE

11
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STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 31 DECEMBER 2013

Cash flows from operating activities

Operating profit

Adjustment for

Amortisation Charge

Depreciation Charge

Changes in working capital

Decrease/(Increase} n trade and other receivables
Decrease/(Increase) in trade and other payables

Cash generated from operations

[nterest received

Interest paid

Tax pad

Net cash generated from operating activities
Cash flows from investment activities

Term Deposits

Purchase of property, plant and equipment
Purchase of intangible assets

Net cash used in investing activities

Net cash generated from financing activities
Revaluation of DTCC shares

Ordinary dividends paid

Net cash used in financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents as
at 1 January

Cash and cash equivalents as
at 31 December

2013 2012
£' 000 £°000 £'000 £'000
33,501 14,706
6 20
43 60
825 (1,289)
2,428 (3,658)
36,803 9,839
198 303
(1) -
(5,822) (3,842)
31,178 6,300
(5,000) -
(4) (47)
(3 - -
(5,007) (47)
(14,990) -
(14,990) -
11,181 6,254
70,836 64,583
82,017 70,836

The notes on pages 14 to 31 form part of the financial statements

12
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STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2013

Share
Ordinary premum Other Retained

Shares account Reserves earnings Total
£'000 £'000 £'000 £ ' 000 £'000

Balance asat 1 January 2012 6,015 6,015 - 50,028 62,058

Profit and total comprehensive income for the year - - - 11,240 11,240

Gamn in AFS Resere - - 5 - 3

Balance as at 31 December 2012 6,015 6,015 5 61,268 73,303

Profit and total comprehensive income for the year - - - 25,941 25,941
| Divmdend (£0 623 per ordinary share) - - - (14,990)  (14,990)

|

Balance as at 31 December 2013 6,015 6,015 5 72,219 84,254

The total equity 1s attributable to the owners of the parent company

The notes on pages 14 to 31 form part of the financial statements

13
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013

1. Summary of significant accounting policies

A summary of the principal accounting policies, which have been applied consistently, 1s set out
below:

(a) Statement of compliance

The financial statements of Euroclear UK & Ireland (the ‘Company’) have been prepared in
accordance with International Financial Reporting Standards (IFRSs) as adopted by the European
Umion (EU), International Finanoial Reporting Interpretations Committee ("IFRIC") interpretations
and with those parts of the Companies Act 2006 apphcable to companies reporting under IFRS

(b) Basis of preparation
The financial statements have been prepared under the historical cost convention

The preparation of financial statements in conformity with IFRS requires the use of judgements,
estimates and assumptions that affect the reported amounts of assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting
period The estimates and associated assumptions are based on historical experience

The Company i1s exempt by virtue of Section 400 of the Companies Act 2006 from the requirement
to prepare group financial statements, These financial statements present information about
Euroclear UK & Ireland as an individual undertaking and not with regard to 1ts group

In preparing the financial statements for the current period, consideration was given to new IFRSs
as well as amendments to IFRS and IFRIC interpretations There are no new IFRSs or amendments
to existing IFRSs and IFRIC interpretations which apply to Euroclear UK & Ireland for the year

under review.

After making enguines, the directors have formed a judgement that there 1s a reasonable
expectation that Euroclear UK & Ireland has adequate resources to continue to operate for the
foreseeable future. For this reason, the directors continue to adopt the ‘going concern’ basis in
preparing the financial statements

{c) Revenue recognition

Revenue comprises the fair value of the consideration received or receivable for the sale of services
in the ordinary course of Euroclear UK & Ireland’s activities Revenue 1s shown net of Value Added
Tax Revenue represents transaction fees, message fees and standing charges for using the
systems; revenue earned for collecting Stamp Duty Reserve Tax on behalf of HM Revenue &
Customs and Stamp Duty on behalf of the Insh Revenue Commissioners, and income from
admnistering the settlement discipline regime on behalf of the market All revenue arises in the
United Kingdom and Republic of Ireland and is recogrised at the point the relevant service 1s
provided

14
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013
(continued)

1. Summary of significant accounting policies (continued)

Discounts are standard price reductions based on eligible fees. They are calculated at rates set out
in Euroclear UK & Ireland’s published tanff and are accounted for on an accruals basis, so that
revenues are not overstated where discount payments are outstanding. No discounts were given to

customers 1in 2013

(d) Admunstrative expenditure

All items of expenditure are included 1n administrative expenses, as there are no directly
attnbutable selling and marketing costs

(e) Intangible assets and amortisation

Acquired computer software 1s capitalised on the basis of the cost incurred to acquire and to bring
to use the specific software These costs are amortised over the assets’ estimated useful ives
{normally estimated to be over three years with some exceptions)

The cost of internally developed intangible assets i1s capitalised only where these costs are
separately identifiable and where the development project 1s expected to generate future economic
benefit to the Company The cost of these assets are amortised on a straight-line basis over the life
of the system estimated at a pernod of 10 years.

Costs associated with maintaining or upgrading computer software programs are recognised as an
expense as incurred.

(f) Property, plant and equipment and depreciation
Property, plant and equipment are stated at cost less accumulated depreciation

Depreciation 1s calculated using the straight-line method of cost less estimated residual value In
equal annual instalments over the expected useful economic ife of the assets The periods
generally applicable are

Furniture and fixtures Over 7 years

Office equipment, including Personal Computers  Over 4 to 5 years
Communications equipment Over 4 to 5 years

(g) Taxation

Corporation tax payable 1s provided at the current rate on the profits arnsing in the period

Deferred income tax 1s provided in full on a non discounted basis, using the liability method, on
temporary differences arising between the tax bases of asset and liabihties at the anticipated rate
of recovery and their carrying amount in the financial statements.

15
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013
(continued)

1. Summary of significant accounting policies (continued)

(h) Investments

All of the subsidiary undertakings are non-trading and the Company’s investment in them is not

material. The investments are accounted for In Euroclear UK & Ireland at cost

(1) Foreign currencies

Euroclear UK & Ireland uses GBP as both its functional and presentational currency Monetary
assets and habihties denominated in foreign currencies are transtated into GBP at the rate of
exchange ruling at the end of the financial year Transactions in foreign exchange are transiated at
foreign exchange rates present on the date of the transaction Foreign exchange gains and losses
on the retranslated amounts for assets and liabihties are recognised in the income statement as

they anise

(1) Pensions
Euroclear UK & Ireland operates a Company Personal Pension scheme for employees This is a
defined contribution scheme, and the costs of the scheme are charged to the income statement as

incurred

(k) Cash and cash equivalents

Cash and cash equivalents are carried in the statement of financial position at fair value

For the purposes of the cash flow statement, cash and cash equivalents comprise balances with a
maturity of not more than six months including: cash on hand, deposits held on call with banks,
and other short-term, highly hquid investments which are subject to insignificant risk of change Iin
fair value,

(/) Fimnancial assets
The Company retains financial assets primarily in the form of trade and other receivables and cash
and cash equivalents These assets are non-dernivative financial assets with fixed or determinable

payments that are not quoted in an active market

16
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013
{continued)

1. Summary of significant accounting policies (continued)

({m) Available-for-sale mvestments
Avallable-for-sale investments are those financial assets which are intended to be held for an
indefinite period of time, but which may be sold in response to changesn the group’s financial

environment.

Avallable-for-sale investments are recognised in the balance sheet on settlement date at fair value
Gains or losses arising from changes in the fair value of such assets are recognised directly in
equity, until the asset is either sold or becomes impaired, at which time the cumulative gain or loss
previcusly recognised in equity 1s released to the income statement Where the fair value of
unhisted equity investments cannot be reliably measured, they continue to be valued at cost

(n) Impairment of financial assets

The Company assesses at each end of reparting pentod whether there 1s objective evidence that
financial assets are impaired Where there 1s an indication of impairment, an assessment of the
difference between the carrying amount and the present value of estimated future cash flows is
performed Any excess of carrying amount over the present value of estimated future cash flows is
reduced through the use of an allowances account

(o) Cntical accounting estimates and judgements
There were no crnitical accounting estimates and judgements applied inthe preparation of these
financial statements.

17
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013

(continued)

2. Administrative expenses

Employee benefit expense (note 5)

Services provided by parent company (note 24)
Network commissions
Other costs

3. Other losses

Exchange rate loss

4. Operating profit

Operating profit on ordinary activities before interest and tax after taking into account

Amortisation charge
Depreciation charge
Auditors’ remuneration
audit fees
other audit related

5. Employee benefit expense

2013 2012
£'000 £°000
5,796 5,304

46,621 56,412
4,433 3,954
5,504 4,961

62,354 70,631

2013 2012
£'000 £'000
38 44
38 44
2013 2012
£°000 £'000
6 20
43 60
128 144
236 193

The number of employees including directors employed by Euroclear UK & Ireland was as follows

Total - monthly average for year

Total - at 31 December

2013 2012
Number Number
81 77
79 79

18
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013
{continued)

5. Employee benefit expense {continued)}

Employee benefit expense - all employees including directors employed by Euroclear UK & Ireland

2013 2012

£ ' 000 £'000

Wages and salarnes 3,927 3,656
Social secunty costs 583 457
Other penston costs 408 378
Other benefits {including termination benefits) 246 255
Bonus * 632 558
5,796 5,304

*The bonus figure represents the amount payable to employees in relation to the performance for
the year ended 31 December 2013.

6. Pensions

The cost of contributions to the Company Personal Pension scheme 1n the year was £408,000
{2012 £378,000) There were ne outstanding or prepaid contributions at either 31 December 2013
or 31 December 2012 The scheme Is classified as a defined contribution scheme

7. Finance income and costs

2013 2012
£'000 £°000
Bank interest income 237 316
Other interest expense {1) -
Net finance income 236 316
8. Income tax expense
2013 2012
£ 000 £°000
UK Corporation Tax
Current tax on income for the year 7,814 3,647
Adjustments in respect of pnor years {76) 60
Total Current Tax 7,738 3,707
Deferred Income Tax (note 13)
Ongination/Reversal of iming differences 47 66
Remeasurement due to change in tax rate 11 i
Total Deferred Tax 58 75
Tax expense 7,796 3,782
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(continued)

8. Income tax expense (continued)

The tax on Euroclear UK & Ireland’s profit befare tax differs from the theoretical amount that would
arise using the average tax rate applicable to profit of the Company as follows

2013 2012
£'000 £'000
Profit before tax 33,737 15,022
UK Corporation Tax at 23 25% (2012 24 5%) 7,844 3,680
Expenses not deductible for tax purposes 17 4
Adjustments in respect of prior years (76) 89
Remeasurement of deferred tax due to change In tax rate 11 9
Tax charge 7.796 3,782

The tax expense for the period comprises current and deferred tax Tax i1s recognised in the income
statement,

The current income tax charge 1s calculated on the basis of the UK tax laws enacted or
substantively enacted at the end of the reporting period. Management periodically evaluate
positions taken in tax returns with respect to situations n which applicable tax regulation 1s subject
to interpretation It establishes provisions where appropriate on the basis of amounts expected to
be paid to the tax authonties

A change in the UK main corporation tax rate to 23% was effective from 1 April 2013, and further
reductions to 21% and 20% will be effective from 1 Apnl 2014 and 2015 respectively

The changes in the main corporation tax rate gave rise to an adjustment of £11,000 in the
calculation of deferred tax,
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{continued)

9. Intangible assets

Internally
developed Purchased
software software Total
£'000 £'000 £'000

Cost
At 1 January 2013 24,724 3,190 27,914
Additions - 3 3
At 31 December 2013 24,724 3,193 27,917
Accumulated amortisation
At 1 January 2013 24,724 3,181 27,905
Charge for the year - 6 6
At 31 December 2013 24,724 3,187 27,911
Net book value at 31 December 2013 - 6 6
Net book value at 31 December 2012 - 9 9

Internally developed software consisted entirely of the CREST system which has been fully
amortised and continues to be in use

10. Property, plant and equipment

Furniture and Office Communications

fixtures Equipment equipment Total

£'000 £'000 £'000 £° 000
Cost
At 1 January 2013 69 19 714 802
Addittons 4 4
Disposals - (3) (546) {549)
At 31 December 2013 69 16 172 257
Accumulated depreciation
At 1 January 2013 68 10 624 702
Charge for the year 1 3 39 43
Disposals - (3) (546) (549)
At 31 December 2013 69 10 117 196
Net book value at 31 December 2013 - 6 55 61
Net book value at 31 December 2012 1 9 90 100
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11. Investments in subsidiary undertakings

2013 2012
£ £
Investments in subsichary undertakings 7,008 7.008
Subsidiary undertakings Cost of Investments
Holding
Equity Shares 2013 2012
£ £
in the name of Euroclear UK & ireland Limited
CREST Stamp Nominee (No 1) Limited 100% 2 2
CREST Stamp Nominee (No 1) Limited 100% 2 2
Trnrity Nominees Limited 100% 2 2
CREST Depository Limited 100% 7,000 7,000
CRESTCo Limited 100% 2 2
in the name of CREST Depository Limited
CREST International Nominees Limited 100% 2 2
CREST Clhent Tax Nominee (Nc 1) Limited 100% 2 2
CIN (Belgiuum) Limited 100% 2 2

The principal activity of CREST Stamp Nominee (No 1) Limited i1s the collection of UK Stamp Duty
Reserve Tax on behalf of HM Revenue & Customs The principal activity of CREST Stamp Nominee
(No 2) Limited 1s the collection of Insh Stamp Duty on behalf of the Insh Revenue Commissioners.

The principal activities of CREST Depository Limited, CREST International Nominees Limited, CREST
Chent Tax Nominee {No. 1) Limited and CIN (Belgium) Limited are in connection with the provision
of the CREST custody service for international securities,

Trinity Nominees Limited and CRESTCo Limited did not trade dunng the year

All the subsidiary companies are incorpeorated in England and Wales

12. Other non-current assets
2013 2012
£'000 £°000
At 1 January 12 7
Gains transfer to equity - 5
At 31 December 12 12

The other financial assets represent a holding of 2 28770 (2012 2 26795) common stock in the
Depository Trust and Clearing Corporation {DTCC), an unhsted entity, which is required to support
membership of the DTCC system These shares are held in a nominee capacity via CIN (Belgium)
Limited The investment is designated 1n US dollars
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13. Deferred tax assets

The gross movement on the deferred income tax account i1s as follows

2013 2012

£'000 £'000
Beginning of the year 221 296

Income statement charge (47) (104)
Adjustment in respect of prior years {11} 29
End of year 163 221

A deferred tax asset has been recognised at 31 December 2013 on temporary timing difference
ansing between the tax basis of accounting for assets and habilities and their carrying values in the

Financial Statements The asset will be recovered against the expected future profits of the
Company

14, Trade and other receivables
2013 2012
£ ' 000 £'000
Trade receivables 159 588
Amounts owed by group undertakings (note 24) 448 1,194
Other debtors 4 403
Tax and social secunty - 308
Prepayments 210 314
Accrued income 7,365 6,165
8,186 8,972

Amounts owed by group undertakings are categonised as loans and receivables and are short-term,
hence their carrying value 1s a reasonable approximation of their fair value

15. Cash and cash equivalents

2013 2012
£'000 £'000
Cash at bank and in hand 11,537 33,336
Short term bank deposits 70,480 37,500
82,017 70,836
16. Term Deposits
2013 2012
£'000 £'000
Term deposi 5,000 -

Term deposits are cash balances with banks with a matunty of more than one year
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17. Trade and other payables

2013 2012
£ '000 £'000
Trade creditors 373 315
Amounts owed to group undertakings (note 24) 855 478
Other creditors 231 447
Tax and social security 1,445 -
Employee benefits 697 702
Accruals and deferred income 3,817 3,048
7,417 4,989
All amounts owed to group undertakings are due on receipt of iInvoice
All current trade and other payables are due within six months
18. Ordinary shares
2013 2012
£'000 £'000
Authornised, alotted and fully paid share capital
24,060,400 (2012 24,060,400) Ordinary Shares of 25 pence each 6,015 6,015
6,015 6,015
19, Dividends
2013 2012
£'000 £'000
Equity - Ordinary
Intenm paid £0 623 (2012 nil) per 25p share 14,990 -
14,990 -

In addition, the directors are proposing a final dividend in respect of the financial year ending 31
December 2013 of £1 24 per share which will absorb an estimated £29 8m of shareholders’ funds.
It 1s to be agreed in the board meeting on the 10 March 2014,

24




Euroclear UK & Ireland Limited (Registered Company Number: 2878738)
Directors’ Report and Financial Statements for the year ended 31 December 2013

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013
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20. Management of capital

The Company considers the following to be elements of its capital
« Called up share capital
¢« Share premium reserve

« Retained earnings

The Company is required by the Financial Conduct Authority (FCA) to retain financial resources (1.e
hquid financial assets and net capital) sufficient for the proper performance of its regulated
activities The FSA monitors compliance with this based upon 150% of the Financial Resources
Requirement, which is calculated as six months cash operating expenses relevant to the delivery of
the regulated services

The above requirement has been met consistently throughout the year

It 1s the policy of Euroclear UK & Ireland to maintain high levels of hquidity Capital s held in the
form of cash deposits

21, Contingent liabilities

As part of the corporate restructuring arrangements effected in 2005, the property leases held by
Euroclear UK & Ireland were novated to Euroclear SA/NV In 2012 there was a partial surrender
and extension of the lease of the premises at 33 Cannon Street Under the terms of the lease the
landlord requested Euroclear UK & Ireland guarantee the rent, currently £2,409,000 per annum
(2012, £2,409,000) until the end of the lease 1n 2026, The total contingent liabihty 1s £29,315,000
(2012 £31,724,000)

22. Future commitments

As part of the transfer of the EMX business, Euroclear UK & Ireland has adopted EMX Company
Limited's commitment to discount the future charges (in respect of the use of the EMX system) of
the four orniginal system sponseors The current aggregate value of £299,055 1s to compensate all
sponsors for the expenditure incurred at the outset of the system development The commitment s
hmited to £15,000 per annum per sponsor Compensation 1s provided via usage of the EMX
system, If usage of the system 1s discontinued then Euroclear UK & Ireland will be released from
the commitment

23. Ultimate parent company

Euroclear UK & Ireland 1s a wholly owned subsidiary of Euroclear SA/NV, which 1s incarporated in
Belgium. The ultimate parent and the controlling entity 1s Euroclear plc, which 1s incorparated in
England and Wales
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23. Ultimate parent company (continued)

The largest group 1n which the results of Euroclear UK & Ireland and its subsidiaries are
consolidated 1s that of Eurcclear plc  The smallest group in which the results of Euroclear UK &
Ireland and its subsidiaries are consolidated 1s that of Euroclear SA/NV

The registered office of Curoclear UK & Ireland 1s 33 Cannon Street, London EC4M 5SB, Copies of
the Euroclear plc group financial statements and the Euroclear SA/NV financial statements can be
obtained from this address

24, Related party transactions
Euroclear UK & Ireland has entered into various agreements with group entities for the provision of

services These are priced on an arm’s length basis in accordance with the group’s intercompany
transaction policy

Services provided by the parent are invoiced monthly and settled by way of a monthly prepayment
At the end of the year a final adjustment for each invoice 1s prepared

Other services are either invoiced subsequent to the service being provided, or on a quarterly or

annual basis If the service 1s on-going  All Invoicing 1s In accordance with agreed arrangements for
that particular service

None of the intercompany charges 1s secured.

The following transactions have been made with related parties during the year
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24. Related party transactions (continued)

Retated Party Services provided Revenue {Charge)
{by}ito the group 2013 2012 2013 2012
£'000 £'000 £'000 £ '000
Parent IT Services - - (27,775) (35,940)
Commercial, Product - - {6,427) (6,690)
Management & Strategy
Support Services - - {12,419) (13,782)
Dividend Paid - - {14,990) -
Fellow subsidianes * Commercial, Product 629 20 1,699 (1,289)
Management & Strategy
Support Services - 262 - (66)
Royalty Payment - - (260) {354)
Other Other services - - (19) (17
Related Party Receivable (Payable)
2013 2012 2013 2012
£'000 £°'000 £'000 £'000
Parent 443 1,152 (414) -
Fellow subsidianes * 5 32 (435) {454)
Other - - (5) (13)

*of the total receivable for 2013, none (2012 none) represents cash and cash equivalents {note 15)
KEY

Parent Euroclear SA/NV

Fellow subsidiaries Euroclear Bank, Euroclear Nederland, Euroclear France, Eurgclear Sweden and EMX
Company Limited

Other Euroclear Investments

Key management personnel remuneration and other compensation

Key management personnel are those persons having authonty and responsibility for planning,
directing and controlhing the activities of the entity, directly or indirectly, including any director
(whether executive or otherwise) of the entity or of the parent of the entity

The Board considers key management personnel to comprise the directors of Euroclear UK &
Ireland and the group as well as voting members of Euroclear UK & Ireland’s Executive Committee
The following information 1s presented only in respect of those members of key management

personnel who have rendered services to Euroclear UK & Ireland

27




Euroclear UK & Ireland Linuted (Registered Company Number: 2878738)
Directors’ Report and Financial Statements for the year ended 31 December 2013

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013
{continued)

24, Related party transactions (continued)
2013 2012
£'000 £'000
Short-term employee benefits 723 820
Post employment benefits 13 13
Other long-term benefits 92 46
Total remuneration and compensation 829 879

Directors’ emoluments

The following information 1s presented only in respect of the directors of Euroclear UK & Ireland. At
31 December 2013, the number of directors and independent directors was 5 (2012 5) Of these,
2 did not receive any remuneraticn from Euroclear UK & Ireland (2012 2) The number of directors
and non-executive directors who participate in the defined contribution pension scheme 1s 1 (2012
0)

2013 2012
£'000 £'000
Aggregate remuneration 308 406
Short-term employee benefits 1 2
Long-term benefits 92 46
Total remuneration and compensation 401 454
The emoluments of the highest paid director.
Aggregate remuneration 247 266
Short-term employee benefits 1 1
Long-term benefits 92 34
Total remuneration and compensation 340 301

The highest paid director has not exercised any share options or received any shares under a long
term incentive scheme for the year ending 31 December 2013

25. Monies held in trust

Two of the subsidiary companes of Euroclear UK 8 Ireland hold monies in trust as disclosed below:

Subsidiary Held in trust for 2013 2012
£°'000 £'000

CREST Stamp Nominee (No 1)

Limited HM Revenue and Customs 100,352 75,891

CREST Stamp Nominee {No 2)

Limited Insh Revenue and Commissioners 7,768 8,133
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26. Financial risk management

The Company's activities expose 1t to a vartety of financial risks {including currency risk, cash flow
interest rate rnisk and credit nsk) The Company manages these nsks through varicus control
mechanisms

Overall responsibility for risk management rests with the Board of Euroclear UK & Ireland Day to
day responsibility 1s delegated to the Executive Committee

Additional information on Euroclear UK & Ireland’s financial nsk management policies has been
included n the Directors’ Report

{a) Management of market rnsk

Market rnisk 1s the uncertainty on future earnings and on the value of assets and habilities (on or off
the statement of financial position) due to changes in interest rates and foreign exchange rates
Market risk comprises currency risk, interest rate risk and other price risk

(1} Currency risk

The Eurcclear group operating model is designed to faciitate the supply of services between
entities in different locations, including to Euroclear UK & Ireland from various Eurcopean countries
Foreign exchange risk arises from the supply of services where the underlying cost has been
accounted for in Euro Related party transactions are accounted for in GBP This mitigates a
significant proportion of the Company’s exposure to foreign exchange nsk arising from currency
exposures

A consistent approach has been applhed to the management of foretgn currency transactions A
group view s taken in relation to the requirement for hedging exchange rate exposure, given the
bi-directional flows of recharge arrangements

The Company does not actively hedge against currency exposures
The Company has no significant investments n foreign operations

(n) Interest rate risk
Interest rate nsk arises on interest-bearing assets (e g loans, deposits placed and receivables) and

borrowings

The Company's exposure to interest rate risk in relation te interest expense 1s minimal, as
Euroclear UK & Ireland does not maintain overdrafts or loans

29




Euroclear UK & Ireland Limted {Registered Company Number: 2878738)
Directors’ Report and Financial Statements for the year ended 31 December 2013

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013
{continued)

26. Financial risk management {continued)

The average rate of interest received i the year was 0 32% {2012 0 36%) If the average interest
rate in the year had been 1 32% (2012 1 36%), the resulting effect would be an increase in
revenue of £1 5 mullion (2012 £1.6 million) This would have increased profit before tax for the
year by 4% (2012 10%)

The Company employs a prudent treasury policy whereby surplus funds are placed on money
market deposit for periods of up to 3 years Interest rates obtained are monitored to ensure that
interest iIncome 15 Maximised

(m) Price risk
The Company dees not hold investments or trade in any financial instruments where value
fluctuates with market prices (with the exception of the other financial asset disclosed in note 12)

(b) Management of credit risk
Credit nsk 1s the risk that Euroclear UK & Ireland i1s exposed to loss if another party fails to perform
its financial obligations to the Company Credit nsk exposure 1s minimised as

« the majonty of customers are regulated entities more than 70% (by value of fees) are
entitres subject to capital adequacy requirements, and
+« customers largely settle amounts by monthly direct debit

Exposure to credit risk 1s monitored on an on-going basis through regular review of customers’
outstanding balances Exposure to credit risk 1s represented by the carrying amount of each
financial asset in the Statement of Financial Position At the end of the reporting period there were
ne significant concentrations of credit nsk

Impairment provisions are provided for balances which are considered to be at risk and could result
in a loss to the Company These balances are identified as due from parties in administration
Further analysis of trade receivables by payment due status 1s provided in the table below
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26 Financial risk management (continued)
2013 2012
£°'000 £°'000
Neither past due or impaired 18 164
Past due but not impaired
less than 6 maonths 11 306
6 to 12 months 97 37
over 12 months 33 81
159 588
Impaired
less than 6 months 8 -
6 to 12 months 7 6
over 12 months 144 131
159 137

(c) Management of hquidity risk
Liguidity nisk 1s the risk that Euroclear UK & Ireland, though solvent, does not have sufficient

financial resources available to enable 1t to meet its obligations as they fall due

Responsibility for Euroclear UK & Ireland’s iquidity has been delegated by the Board to the
Executive Committee Cash reserves are managed to ensure that Euroclear UK & Ireland 1s able to
meet its financial obligations at all times As detalled in note 1(l}, Euroclear UK & Ireland holds
most of its iquid assets in the form of cash or cash equivalents, which give nse to little or ne

hquidity rnisk.

In addition, the Financial Conduct Authority has set a Financial Resources Requirement which
requires that sufficient iquid financial assets are retained Monthly reports are filed with the FCA to
evidence that the requirement 1s met

27. Events after the reporting period

Per note 19, a final dividend of £29 8m has been proposed but not yet approved by the Board

31




