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Interactive Brokers (U.K.) Limited

Directors’ report

The directors present their annual report, together with the financial statements and auditor’s report for the year
ended 31 December 2011

ACTIVITIES AND REVIEW OF DEVELOPMENTS

Interactive Brokers (U.K.) Limited (the “Company™) offers execution and clearing broking services in equity and
denvative products to European private and imstitutional clients. Interactive Brokers (U K.) Limited has been
authorised to carry out investment business by the Financial Services Authority smce February 2002. The firm is
amember of the London Stock Exchange, Borsa Italiana, MEFF, MexDer, Chi-X, and Crest. It 15 also a general
¢learing member of LCH for LSE, NYSE-LIFFE, EDX and the Virt-x SIX exchange

In 2011, the Corapany became a client cartymng broker dealer, offering unallocated spot gold and silver and
contracts for differences. The directors hope to expand this offening to include additional products in the near
future.

RESULTS AND DIVIDENDS

The directors report a profit after taxation of £716,637 for the year ended 31 December 2011 (2010. £1,060,689)
No dividends are proposed.

FUTURE PROSPECTS

In 2012, Interactive Brokers (U K.} Limuted intends to expand uts offering to mclude additional products

BUSINESS REVIEW

Overall, pre-tax profit decreased by 14 7% to £1.03 million for the year ended 31 December 2011 from £1.21
nullion for the previous year.

The number of customer accounts grew by 32.7% or 13,940 to 56,534 1n 201 1.

The Company currently has a shareholding of 362,903 ordinary shares in LCH Clearnet Group Limsted (“LCH”™)
classified as availgble for sale and stated at fair value, which is assessed as the original cost of the investment, as
the shares are not quoted in an active market and are subject to restrictions on transferability.

On 9 March 2012, London Stock Exchange Group PLC (“LSE™) and LCH announced thar they had reached
agreement on the terms of a recommended cash offer to be made by London Stock Exchange (C) Limited, a
wholly owned subsidiary of LSE, for LCH issued share capital. On completion, the LSE Group will hold up to
60% of the LCH issued share capital Under the terms of the mansaction, accepting shareholders will receive
cash consideration of €19 per share and a special dividend of €1, reduced by any claims made by LSE against
LCH within 5 years post transaction.

The transaction has been conditionally approved by 2 majority of shareholders, subject to numerous conditions.
Fmal approval is expected to be received during the fourth quarter of 2012  Upon fina] approval, the share offer
transachon would be closed and proceeds distributed 10 the selling shareholders, including the Company.
FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

Operational Risk

Management takes appropriate steps to minimise the impact of operational nisks faced by the Company

Market Risk

Markes risk 15 inherent to the investment 1 government bonds and, accordingly, the scope of the Company’s
market risk management procedures includes all market risk-sensitive financial instruments. The Company’s
exposure to market risk 1s directly related to its role as a financial imtermedhary in customer trading transactions.

[ %]




Interactive Brokers (U.K.) Limited

Directors’ report (continued)

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continned)
Credit Risk

The Company’s credit risk is pnimarily attributable to its trade recervables. Credit risk 1s mutigated through the
rigorous assessment of all new clients and through an annual review of the creditworthiness of existing clients

Liquidity and Interest Rate Risk

The Company has established hiquidity procedures for measurmg funding requirements and identifying potential
hquidity mismatches. The Company maintams a highly liquid balance sheet. The majonty of our assets consist
of cash and collateralised receivables, pnmanly consisting of receivables from clearing houses for settlement of
securities transactions via inter-company balances

GOING CONCERN

The Company is part of IBG LLC, formerly known as Interactive Brokers Group LLC Whilst the Company is
not reliant on funding from the Group to provide sufficient capital resources and liquidity to mest its obligations
as they fall due, 1t is currently reliant on the Group for operanonal support. After making tnquiries about the
continued availability of the Group operanonal support and considering the level of hquid capital within the
Company, the directors have a reasonable expectation that the Company has adequate resources 1o continue n
operational existence for the foreseeable future As a consequence, the directors believe that the Company 1s
well placed to manage its business risks successfully despite the current uncertain economuc outfook.
Accordingly, the Directors continue to adopt the going concemn basis in preparing the annual report and financial
statements.

DIRECTORS

Thomas Peterffy, Gerald Perez, Yograj Aggarwal and Jonathan Chait have been directors of the Company
throughout the year

AUDITORS
Each of the persons who is a director at the date of approval of this report confirms that:

(1) so far as the director is aware there is no relevant audit mformation (as defined in the Compantes Act 2006)
of which the Company’s auditor 1s unaware; and

(2) the dmector has taken all the steps that he/she ought to have taken as a director n order 10 make himself /
herself, aware of any relevant audit information (as defined) and to establish that the Company’s auditor 1s
aware of the mformation.

This confirmanon is gaven and should be interpreted 1n accordance with the provisions of section 418 (2) of the
Compantes Act 2006. Deloitte LLP have expressed their willingness to continue in office as audiors and a
resolution to reappoint thern will be proposed at the forthcoming Annual General Meeting.

Approved by the Board of Directors
and signed on behalf of the Board

Gerald P
D

25 April 2012




Interactive Brokers (U.K.) Limited

Statement of directors' responsibilities

The directors are responsible for preparing the Annual Report and the financial statements tn accordance with
applicable laws and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare company financial statements in accordance with Unnted Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and apphicable law). Under company law
the directors must not apprave the financial statements unless they are sansfied 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 preparing the financial statements, the directors are required to
+ select suitable accounting polictes and then apply them consistently;
e make judgements and accounting estimates that are reasonable and prudent,

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

* prepare the financial statements on the gomg concern basis unless it 1s inappropriate to presume that the
Company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explam the
Company’s transactions and disclose wrth reasonable accuracy at any time the financial position of the Company
and enable them to ensure that the financial statements comply with the Compames 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 wrregularities.




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF INTERACTIVE
BROKERS (U.K.) LIMITED

We have audited the financial statements of Interactive Brokers (U.K.) Limited for the year ended 31 December
2011 which comprise the Profit and Loss Account, the Balance Sheet and the related notes 1 to 22 The financial
reporing 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, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has beer undertaken so that we might state to the Company’s members
those matters we are required to state to them in 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 opinions we have formed.

Respective responsibilities of directors and anditor

As explained more fully in the Directors’ Responsibilities Statement, the dmectors are responsible for the
preparation of the financial statements and for bemng sahsfied that they give a true and fair view Ouwr
responsibility is to audit and express an opmion on the financial statements in accordance with applicable law
and Internatonzl Standards on Auditing (UK and Ireland) Those standards require us to comply with the
Auditing Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial siatements sufficient to
give reasonable assurance that the financial statements are free from matenal misstatement, whether caused by
fraud or error. Thus includes an assessment of: whether the accounting policies are appropriate to the company’s
circumstances and have been consistently applied and azdequately disclosed, the reascnableness of significant
accounting esumates made by the directors, and the overall presentation of the financial statements In addinon,
we read all the financial and non-financial information in the annual report to 1dentify material inconsistencies
with the audited financial statements. If we become aware of any apparent matenal mmisstatements or
inconsistencies we consider the implications for our report

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Directors’ Report for the financial year for which the financial
statements are prepared is consistent with the financial statements.

Opinion on financial statements
In our opmon the financial statements,

. give a true and fair view of the state of the Company’s affairs as at 31 December 2011 and of us profit
for the year then ended;

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

. have been prepared in accordance with the requirements of the Compames Act 2006




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF INTERACTIVE
BROKERS (U.K.) LIMITED (CONTINUED)

Matters on which we are required to report by exception
We have nothing to report in respect of the following maners where the Companies Act 2006 requires us to
report to you if, 1n our opinion-
. 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 retums; 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

Chartered Accountants gdd Statutory Audiror
London, UK
25 April 2012




Interactive Brokers (U.K.) Limited

Profit and loss account
Year ended 31 December 2011

Turnover

Administrative expenses
Other operating income/(expense)

Operating profit

Interest receivable
Interest payable

Profit on ordinary activities before taxation
Tax on profit on ordinary activities

Profit on ordinary activities after taxation and profit
for the financial year

Note 2011 2010
z £

7,075,576 5,986,755

(6,430,108) (5,244,893)

20,043 (21,241)

2 665,511 720,621
6 560,651 543,047
i (192,814) (52.970)
1,033,348 1,210,698

8 (316,711) (150,009)
716,637 1,060,689

The Company has no recogmsed gains or losses other than the results stated above, hence a statement of total

; recogrused gains and losses is not presented.
! All activities are derived from continuing operations
\




Interactive Brokers (U.K.) Limited

Balance sheet
As at 31 December 2011

FIXED ASSETS
Tangible assets
Investments - avaitable for sale

CURRENT ASSETS
Deferred taxation
Debtors

Investments

Prepayments
Cash at bank and in hand

CREDITORS: amouats faling due within one year
NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES
CREDITORS: amonnts falling due after one year
NET ASSETS

CAPITAL AND RESERVES

Called up share capital

Capntal contribution

Profit and loss account

EQUITY SHAREHOLDERS’ FUNDS

Note

15
11
12

13

14

16
18
18

17

2011 2010

£ £

69,805 100,400
297,619 297,619
367,424 398,019
160,224 137,602
98,993,535 21,366,698
. 17,137,151

71,591 55,779
26,745,669 1,526,386
125,971,019 40,223,616
(100,986,871) (15,938,871)
24,984,148 24,284,745
25,351,572 24,682,764
- {47,829)
25,351,572 24,634,935
79,332 79,332
14,220,668 14,220,668
11,051,572 10,334,935
25,351,572 24,634,935

The financial statements were approved by the Board of Directors and authorised for 1ssue on 25 April 2012.

They were signed on behalf of the Board of Directors by.

Gera 73
Drrector

Company Registration No. 3958476




Interactive Brokers (U.K.) Limited

Notes to the accounts
As at 31 December 2011

Accounting policies

‘The financ:al statements are prepared under the historical cost convention as modified by the valuation of
current asset investments at market value and in accordance with applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

The financial statements have been prepared on a going concern basis as set out on the Director’s Report
on page 3

The principal accounting policies are¢ summanised below. They have all been applied consistently
throughout the year and the preceding year.

Tangible {ixed assets

Tangible assets are stated at cost net of depreciation and any provision for impairment. Depreciation 1s
provided on all tangible fixed assets at rates calculated to write off the cost of each asset on a straight-line
basis gver 1ts expected useful life as follows.

Leasehold improvements over the lease penod
Fixtures and fitings 7 years
Computer equipment 3 years

Financizl assets

Financial assets are classified into financial assets at fair value through profit or loss, available for sale
investments or loans and receivables.

Financial assets at fair value through profit or loss — financial assets that the Company designates on
initial recogrition as being at fatr value through profit or loss are recognised at fair value, with transaction
costs being recogmised in the profit and loss account and are subsequently measured at fair value. Gains
and losses on financial assets that are designated as at far value through profit or loss are recognised
the profit and loss account as they arise. The net gain or loss recognised in profit or loss incorporates the
imerest eamned on the financal asse1, Farr value 1s determined in the manner described in Note 21,

Available for sale investments — the investment in London Clearing House 1s classified as available for
sale and is stated at fair value. Fair value 1s determined i the manner described in Note 21. Gans and
losses ansing from changes in fair value are recognised directly in the mvestment revaluation reserve with
the exception of impairment losses, interest calculated using the effective interest method and foreign
exchange gains and losses on monetary assets which are recognised directly in profit or loss Where an
investment 13 disposed of or is determined to be impaired, the cumulative gain or loss previously
recognised in the investments revaluation reserve 1s reclasstfied to profit and loss accounts for the period.

Loans and receivables — non-denvative financial assets with fixed or determinable repayments that are not
quoted in an active market are classified as loans and receivables. Loans and receivables are initially
recognised at farr value plus directly related transaction costs. They are subsequently measured at
amorused cost using the effective interest method less any impairment losses. Interest is recogmsed by
applying the effective mterest rate, except for short-term receivables when recogaition of interest would
be immaterial.

Investrents as at 31 December 2010 consisted of foreign government bonds, carned at market value.




Interactive Brokers (U.K.) Limited

Notes to the accounts
As at 31 December 2011

1. Accounting policies (continued)

Impairment of financial assets

The carrying amount of the financial asset is reduced by the impairment loss on the asset or for all
financial assets with the exception of trade receivables, where the carrying amount is reduced through the
use of an allowance account. When a trade receivable 1s uncollectible, it is written off against the
allowance account. Subsequent recoveries of amounts previously written off are credited against the
allowance account. Changes in the carrying amount of the allowance account are recognised in profit or
loss

With the exception of available-for-sale equity instruments, if, in a subsequent period, the amount of the
mmpairment loss decreases and the decrease can be related objectively to an evert occurnng after the
impairment was recognised, the previously recognised imparment loss is reversed through profit or loss
to the extent that the carrying amount of the investment at the date the imparrment reversed does not
exceed what the amortised cost would have been, had the impairment not been recognised.

In respect of available-for-sale equity securities, any subsequent increase in fair value afier an impatrment
loss 1s recognised directly in equity.

Debt and equity

Debt and equity instruments are classified according to the substance of the contractual arrangements
entered into.

Financial liabilities

Financial liabilities are classified as esther financial Habilities at fair value through profit or loss or other
financial liabilities.

Financia] liabilities at fair value through profit or loss

Financial habilities at fair value through profit or loss are mitially measured at fair value and subsequently
stated at farr value, with any resultant gain or loss recognised m profit or loss. The net gain or loss
recogmised in profit or loss incorporates any interest paid on the financial hability The Company does
not have any financial habilines at fair value through profit or loss.

Other financial liabilities

Other financial liabilities are initially measured at fair value, net of transaction costs. Other financial
lisbilines are subsequently measured at amortised cost using the effective interest method, with interest
expense recognised on an effective yield basis. The effective interest method is a method calculating the
amortised cost of a financial liability and of allocating interest expense over the relevant period. The
effective interest rate 1s the rate that exactly discounts estimated future cash payments through the
expected Dife of the financial liability, or where approprate, a shorter period, to its initial carrying value

10




Interactive Brokers (U.K.) Limited

Notes to the accounts
As at 31 December 2011

Accounting policies {(continued)

Share-based payments

The Company operates equity-settled share-based payments schemes 10 certain employees whereby the
employee are awarded stock units in the parent company. Under FRS 20: Share Based Payments, the
equity-settled share-based payments are measured at fair value (excluding the effect of non-market-based
vesting conditions) at the date of the grant. The fair value determined at the grant date of the equity-
settled share-based payments is expensed over seven years, with 10% of the cost being expensed in the
first year and 15% of the cost in each of the succeeding six years, based on the Company’s estimate of the
shares that will eventually vest, adjusted for the effect of non-market based vesting conditions Fair value
is measured based on the market value of parent company shares at grant date

Turnover

Turnover is recognised on an accrual basis and represents commisston earned from agency trades and
trading revenues from financial instruments carried at fair value net of associated costs.

Interest receivable and payable
Interest recervable and payable are recognised on an accrual basis based on the contracted nterest rate

Foreign currencies

Assets and liabilites in foreign currencies are translated into sterling at the rates of exchange ruling at the
balance sheet date Sterling is the Company’s functional and presentationa! currency. Transactions 1
foreign currencies are translated into sterling at the rates of exchange ruling at the dates of the
transactions. Exchange differences are included in the profit and loss account.

Cash flow statement

The Company has taken advantage of the exemption from preparing a cash flow statement under
paragraph 5 (a) of Financial Reporting Standard No. 1.

Taxation

Current taxation is 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 15 recognised in
respect of all timing differences that have originated but not reversed, at the balance sheet date, where
transactions or events that resulted in an obligation to pay more tax in the future or a right to pay less in
the future tax have occurred at the balance sheet date. Tuning differences are differences between the
Company’s taxable profit and 1ts results as stated in the financial staternents that arise from the inclusion
of gains and losses in tax assessments in peniods different from those in which they are recognised in the
financial statements

Deferred tax assets are recognized to the extent it 1s regarded as more hkely than not that they will be
recovered. Deferred tax assets and liabilities are not discounted.

Client money

Client money for clients held directly by Interactive Brokers (U.K) Limited is held in designated
segregated client bank accounts segregated from the Company’s own funds Client money for clients
introduced to the Company’s affiliate, Interactive Brokers LLC (“IB LLC™), a broker-dealer registered in
the USA, are held by that company. Such money and the comresponding liabilities to clients are not
reflected in the Company’s balance sheet.

11




Interactive Brokers (U.K.) Limited

Notes to the accounts
As at 31 December 2011

2 Operating profit
Operating profit is stated after charging/{crediung):

Clearing fees payable

Exchange fecs payable

Depreciation

Foreign exchange (gamn)/loss

Fees payable to the Company’s auditors for the
audit of the Company’s annual accounts

3. Employee information including directors

Employees

Sales

Information technology
Compliance
Administration

The average monthly number of emiployees in the year was 9 (2010: 9)

4, Directors® emoluments

Emoluments

Remuneration of the highest paid director

Emoluments
Stock incentive compensation
Pension contribution

2011 2010

£ £
1,195273 784,297
757,120 852,462
38,925 35,766
(24,297) 8,288
17,000 16,500
2011 2010
No No.

3 3

1 2

4 2

1 2

9 9

2011 2010

£ £
629,619 553,620
2011 2010

4 £
225,000 220,000
95,912 70,521
5,480 5,480
326,392 296,001




Interactive Brokers (U.K.) Limited

Notes to the accounts
As at 31 December 2011

s Share-based payments

The Company has a stock compensation plan which was a scheme mtroduced in 2007 to increase the
emphasis on stock based incentive compensanon and align the compensation of its key employees with
the long term interest of sharcholders. Under the terms of tus plan, IBG, Inc. stock was granted and
issued to directors, officers, employees, contractors and consultants of IBG, Inc and its subsidianes.

The Stock Incentive Plan (“SIP Plan™) and 2007 ROI Unit Stock Plan (*2007 RO! Unit Stock Plan™)
provided for a portion of certain key employee compensation 1o be granted in the form of stock units
Under the SIP Plan and 2007 ROI Unit Stock Incentive Plan, stock units granted to employees had
various vesting provisions and generally converted to common stock within seven years Such unnts are
restricted from sale, transfer or assignment until the end of the restnction period. The number of stock
units credited, was a function of the amount awarded to cach participant and the closing fair market value
of the parent company common stock on grant date. During the years ended 31 December 2011 and 2010,
the Company recognised compensation expenses of £336,589 and £180,588, respectively, related to these
plans. As at 31 December 2011 and 2010, there are £184,371 and £323,550, respecuvely, of total
unrecognised compensation costs refated to stock based compensation granted under the SIP Plan which
is expected to be recognised over a weighted average penod of approximately seven years.

For the year ended 31 December 2011, Company employees were granted awards of 23,278 shares of
Common Stock (2010: 15,856 shares of Common Stock), with 2 fair value at the date of grant of £222,724
(2010: £174,923) based upon the December 2011 Volume Weighted Average Price (“VWAP™) (314 86
(2010: $17 21)) of the IBG, Inc.’s Common Stock. No shares were granted under the 2007 ROl Unit
Stock Incentive Plan during 2011 or 2010

2007 ROI
The Stock Unrit Stock
Incentive Incentive

Plan Shares Plan Shares

No. No.
Balance as at 31 December 2010 50,632 4,024
Granted to employees 23,278 -
Forfeited by employees (2,237) -
Distributed to employees (6,862) (1,341)
Balance as at 31 December 2011 64,811 2,683
6. Interest receivable
2011 2010
£ £
Interest recervable from London Clearing House 78,396 83,566
Interest receivable from banks and market counterparties 141,559 35,808
Govemment bonds 93,076 132,205
Interest receivable on inter-company balances 91,403 291,468
Interest receivable from clients 156,217 -
560,651 543,047

13




Interactive Brokers (U.K.) Limited

Notes to the accounts
As at 31 December 2011

7. Interest payable

2011 2010
£ £
Interest payable to London Clearmg House 2,467 17,592
Interest payable to banks and market counterparties 3,113 3,359
Interest payable on inter-company balances 182,788 32,019
Interest payable to clients 4,446 -
192,814 52,970
8. Tax charge on profit on ordinary activities
2011 2010
Analysis of tax charge on ordinary sctivities £ 3 £
Current tax
UK Corporation Tax at 26 5% * (2010: 28%) 340,372 355,344
Prior year adjustmeant {1,039) {177.479)
339,333 177,865
Deferred tax
P t year (22.6222 (32&5;1:)3
Prior year adjustment '

Current tax charge for peniod 316,711 150,009
2011 2010
£ £

Factors affecting tax charge for the current period
Profit on ordinary activities before tax 1,033,348 1,210,698
Tax at 26 5% * (2010 28%) thereon. 273,766 338,995
Expenses not deductible for tax purposes 13,180 3,905
Depreciation in excess of capital allowances 4,772 (4,605)
Other short-term timing differences 48,654 17,049
Adjustments tn respect of prior years (1,039) (177,479)
Current tax for period 339,333 177,865

*Tax rate reduced from 28% to 26% on 1 Apni 2011. Rate shown is weighted average for the period.

14




Interactive Brokers (U.K.) Limited

Notes to the accounts

As at 31 December 2011

9.

10.

Tangible fixed assets
Leasehold Fixtures and Computer
improvement fittings equipment Total
£ £ £ £
Cost
As at | January 2011 104,755 65,122 54,427 224,304
Additions - 3,669 4,661 8,330
As at 31 December 2011 104,755 68,791 59,088 232,634
Depreciation
As at | January 2011 53,990 51,943 17,971 123,904
Charge for the year 9,671 9,783 19,471 38,925
As at 31 December 2011 63,661 61,726 37,442 162,829
Net Book Value
At 31 December 2011 41,094 7,065 21,646 69,805
At 31 December 2010 50,765 13,179 36,456 100,400
Fixed asset investments — available for sale
2m 2010
£ £
Fixed asset investment — available for sale 297,619 207,619

The fixed asset investments relate to the Company's shareholding of 362,903 ordmary shares 1n
LCH Clearnet Group Limited (“LCH™). The holding 1s classified as available for sale and 1s stated at fair
value The cost of the investment approximates the fair value as the shares are not quoted in an active
market and are subject to restrictions on transferability

On ¢ March 2012, London Stock Exchange Group PLC (“LSE”) and LCH announced that they had
reached agreement on the terms of a recommended cash offer to be made by Landen Stock Exchange (C)
Limited, a wholly owned subsidiary of LSE, for LCH issued share capital. On completion, the LSE
Group will hold 60% of the LCH issued share capital Under the terms of the wransaction, accepting
shareholders will receive cash consideration of €19 per share, payeble on completion and a special
dividend of €1, payable in 5 years post completion, reduced by any claims made by LSE aganst LCH
within the 5 years.

The transaction has been conditionally approved by a majority of shareholders, subject to numerous
conditions. Final approval is expected 1o be received during the fourth quarter of 2012. Upon finzal
approval, the share offer transaction would be closed and proceeds distributed to the selling shareholders,
including the Company.




Interactive Brokers (U.K.) Limited

Notes to the accounts

As at 31 December 2011

11.  Debtors
Trade debtors
Amounts owed from group undertakings
Other debtors

12.  Current asset investments — fair value through profit or loss

Foreign government bonds
Uneamned discount on government bonds

201 2010

£ £
98,519,307 21,326,913
445,415 25,885
28,813 13,900
08,993,535 21,366,698
2011 2010

£ £

- 17,143,837

- (6,686)

- 17,137,151

The balance as at 31 December 2010 represented investments in foreign government bonds that were

classified as current assets. The bonds were valued at market value.

13.  Creditors: amounts falling due within one year

Other financial liabilities:

Bank overdraft

Trade creditors

Amounts owed to group undertakings
UK Corporation Tax

Accruals and deferred income

2011 2010

£ £

- 1,015

51,454,724 141,208

48,184,783 14,212,874

151,851 97,842

1,195,513 1,485,932
100,986,871 15,938,871

16




Interactive Brokers (U.K.) Limited

Notes to the accounts
As at 31 December 2011

14.  Creditors: amounts falling due after one year

The employee incentive plan was a performance-related plan that allocazed payments to certain
employees over a five-year term. The costs relating to the plan were accrued on a monthly basis until it

was paid in 2011.

Employee meentive plan

15. Deferred taxation

As at 1 January
Credited to the profit and loss account

As at 31 December

Analysis of deferred tax balance

Depreciation tn excess of capital allowance
Short term timing differences

Deferred tax assets recogmsed

16.  Share capital

Authorised

A ordmary shares of £1 each
B ordinary shares of €1 each

Allotted, called up and fully paid:

700 A ordinary shares of £1 each
125,000 B ordinary shares of €1 each

As at 31 December

2011 2010

£ £

- 47,829

2011 2010

£ £
137,602 109,746
22,622 27,856
160,224 137,602
2011 2010

£ £
(1,89%) 6.911)
162,119 144,513
160,224 137,602
2011 2010
No. No.
700 700
125,000 125,000
£ £

700 700
78,632 78,632
79,332 79,332

17



Interactive Brokers (U.K.) Limited
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17.

Share capital (continued)
Class A and B shares rank pari passu and have one vote per share, no preferential dividend rights, no

redemption nghts and an unlimited nght to share in any surplus remawning on the winding up of the
Company.

Reconciliation of movements in shareholders' funds

2011 2010

£ £

Shareholders’ funds as at 1 January 24,634,935 23,574,246

Profit for the financial year 716,637 1,060,689

Shareholders’ funds as at 31 December 25,351,572 24,634,935

18.  Statement of movements on reserves

Capital Profit and

contribution loss account Total

£ £ £

Balance as at 1 January 14,220,668 10,334,935 24,555,603

Profit for the financial year - 716,637 716,637

Balance as at 31 December 14,220,668 11,051,572 257272240

19,

20.

Client money

The Company is responsible for the stewardship of chient momes These responsibilities are defined in the
Company's Client Money Policy, and include the appointment and periodic review of the institutions with
which client money 1s deposited. The policy is that all financial institutional counterparties holding chent
money on deposit should have a minimum credit agency rating of AA-. In some operating jurisdictions,
where accounts are mamtained to provide local banking facilities for clients, 1t may be difficult to find a
counterparty meeting these requirements. If this were the case, balances held with such counterpanties
would be mmimised.

At 31 December 2011, £11,163,601 of client money was held by the Company (2010* £Nil).

Immediate and ultimate controlling company and related party disclosures

The Company’s immediate and ultimate controllmg party is IBG LLC, a company incorporated in the
USA. Ths is the largest group i which the resuits of the Company are consolidated. Copies of the IBG
LLC financial statemnents are aveilable from 2 Pickwick Plaza, Greenwich, Connecticut, 06830, United
States of America.

The Company has taken advantage of the exemption from reporting related party transactions with group
undertakings under paragraph 3(d) of Financial Reporting Standard No. 8

i3
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Financial instruments and risk management

Overall

The Company’s principal business activities result it exposure to market and credit risks. In addition, the
Company 15 subject to lhquidmy and interest rate risks. Effective 1dentfication, assessment and
management of these risks is critical to the success and stebility of the Company. As a result,
comprehensive nisk management procedures have been established to identify, monitor and control each
of these major risks.

At the parent company level, various management committees have been established that have
responsibiliies for monitormg and oversight of its activities and risk exposures of the companies within
the Group.

Market risk

Market nsk generally represents the nisk of loss that may result from the potential change m the value of a
financial instrument as a result of flucmations 1n market prices. Market risk can be exacerbated in times
of ilhquidity where market parucipants refrain from transacting in normal quantines and/or at normal bid-
offer spreads Market risk is inherent to the investment in government bonds and, accordingly, the scope
of the Company’s market risk management procedures includes all market risk-sensitive financial
mstruments

The Company’s exposure to market risk is directly related to its role as a financial intermediary 1n
customer trading transactions. Its market risk policy incorporates the hedging of all trades from its
customers. Exposure to market price fluctuations 1s generally hmited to residual currency balances
different to the Company’s functional currency, dertved from operational activities This 15 monitored and
cleared on a regular basis. The Directors consider that the Company has no significant exposure to market
nsk

The Company’s exposure to foreigh exchange risk was as follows

2011 2010

£ £

US Dollars 100,237 (73,779)
Euros (255,880) {2,820)
Swiss Francs (103,006) (62,041}
Others (83,746) (37,187}

Credit risk
Brokerage activities expose the Company to credit risks. These risks are managed n accordance with

established risk management policies and procedures. To accomplish this, management has established a
risk management process that includes:

® A regular review of the nsk management process by the executive management as part of their
oversight role;

¢ Defined nsk management policies and procedures supported by a ngorous analytic framework;
and

e Articulated risk tolerance levels as defined by executive management that are regularly reviewed
to ensure that the Company’s risk-taking is consistent with 1ts business strategy, caprtal structure,
and current and anticipated market conditions.
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21.

Financial instruments and risk management (continued)

Credit risk (continued)

The Company is exposed to risk of loss if a counterparty or 1ssuer fails o perform its obligations under
contractual terms (“default risk™). The Company has established policies and procedures for reviewing
and establishing limits for credit exposure, maintaining collateral, and contnually assessing the
creditworthiness of counterparties.

Financial msututional counterparties are subject to a credit review when a new relationship 1s entered 1nto
and this 15 updated on a regular basis. Maximum exposure limits for the Group are established for each
counterparty

The Company manages the credit exposure to each of its marker counterparues by typically keeping the
mirimum required balances at each counterparty.

In the normal course of busmess, the Cormnpany executes, settles and finances various customer securities
transactions. Execution of these transactions includes the purchase and sale of secunties by the Company
that exposes the Company to default risk arising from the potential that customners or counterparties may
fail 1o satisfy their obligations. In these situations, the Company may be required to purchase or sell
finapcial instruments at unfavourable market prices to satisfy obligations to other customers or
counterparties  The Company seeks to control] the risks associated with its customer margin activities by
requirnng customers to maintain collateral in compliance with regulatory and internal guidelines.

‘The Company operzates a real time mark-to-market trading platform wrth clients’ profits and losses beng
credited and debited eutomatically to their account. Customer credit risk can arise where there are
sigmficant, sudden movements m the underlying market for the product they are wading Credit loss
mitigation is achueved by ensuring clients collateralise therr accounts at an appropriate level and by the
unlisation of an automated close owt facility which hqudates a clhemt’s risk posiions appropriately if
liquidation thresholds are broken.

As at 31 December 2011 and 2010, the Company did not have past due or impamed receivables and the
receivables arc expected to be recovered during the normal course of business. The carrying amount of
financial assets recorded in the financial statements represents the Company’s maximum exposure (o credit
risk without taking into account the value of any collaterzl obtained.

Concentrations of credit risk

The Company’s exposure to credit nisk associated with its brekerage and other activities is measured on an
individual counterparty basis, as well as by groups of counterparties that share simlar attributes.

Concentrations of credit risk can be affected by changes in poliical, industry, or economic factors To
reduce the potential for risk concentration, credit imits are established and monitored in light of changing
counter party and market conditions. As at 31 December 2011 and 2010, the Company did not have any
material concentrations of credit risk.

Liquidity ard interest rate risk

Liquidity risk 1s the risk that an entity may encounter difficulty m realising assets or otherwise raising
funds o meet commitments associated with financial instruments. The Company has established
procedures for measuring funding requirements and identifying potential liquidity mismatches

The Company maintains a highly liquid balance sheet. The majority of assets ¢onsist of margin deposits

with clearing houses and as at 31 December 2010, investments in government bonds. The Company’s
exposure to mterest rate nisk is considered by the Board to be immatenal
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21. Financial instruments and risk management (continued)

Liquidity and interest rate risk (continued)

The following table details the Company’s expected maturity for its non-derivative financial assets and
remaining contractual maturity for its non-derivative financial iabilities. The tables below have been
drawn up based on the undiscounted contractual manurities of the financial assets and financial liabilities

including interest that will be earned on or accrue to those assets and hiabilities.

2011 Weighted
average
effective Less
interest than 1 1103 3 months More than Total
rate month months to 1 year 1 year
% £ £ £ £ £
Financial assets
Non-interest bearing - 28,813 - - 297,619 326,432
Vanable interest rate instruments 0.01 111,263,824 - - - 111,263,824
Fixed interest rate mstruments 0.01 14,446,567 - - - 14,446,567
Financiai liabilities
Non-interest bearing - - 1,347,364 - - 1,347,364
Variable interest rate instruments - 99,639,507 - - - 99,639,507
2010 Weighted
average
effective Less
interest than 1 103 3 months More than Total
rate month months to 1 year I year
% £ £ £ £ £
Financial assets
Non-interest bearing - 484019 - - 297,619 781,638
Variable interest rate mstruments 001 20,882,685 - - - 20,882,685
Fixed interest rate mstruments 0.01 18,663,537 - - - 18,663,537
Financial liabilities
Non-interest bearing - 329,955 1,607,612 - 68,829 2,006,396
Vanable interest rate instruments - 13,296,987 - - - 13,256,987
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2L

Financial instruments and risk management (continuned)

Fair value of financial instruments

At 31 December 2011 and 2010, all of the Company's financial assets and financia] hahlites were carried
at fair value or at amounts that approximate fair value. In determining fair value, all investments with the
exception of shares held at LCH, are classified within Level 1 of the fair value hierarchy, and are valued
using quoted market prices as published by exchanges and clearing houses or otherwise broadly
distributed in active markets. Level 1 fair value measurements are thost derived from quoted prices
{unadjusted) in active markets for 1dentical assets or habilities

The cost of invesiment in LCH.Cleamnet Linuied (“LCH™) is deemed to approximate fair value as the
shares of LCH are not quoted in an active market, the shares are subject to restrictions on transferability.
This would be classified within Level 3 of the fair value hierarchy. Level 3 fair value measurements are
those derived from valuation techmiques that include mnputs for the asset or habibiy that are not based on
observable market data (unobservable inputs)

As stated 10 note 10, on 9 March 2012, London Stock Exchange Group PLC (“LSE”) and LCH
anpnounced that they had reached egreement on the terms of a recommended cash offer 10 be made by
London Stock Exchange (C) Limited, a wholly owned subsidiary of LSE, for LCH 1ssued share capital.
On completion, the LSE Group will hold up to 60% of the LCH 1ssued share capital Under the terms of
the transaction, accepting shareholders will recewve cash consideration of €19 per share and a special
dividend of €1, reduced by any claims made by LSE agamnst LCH within 5 years post transaction.

The transaction has been conditionally approved by a majority of shareholders, subject to numerous
condittons Final approval 1s expected to be received durning the fourth quarter of 2012 Upon final
approval, the share offer transaction would be closed and proceeds distributed to the selling shareholders,
including the Company.

The carrying amount of other financial assets and financial habilities approximate fair value due to their
maturities of less than 1 year.

Included within trade debtors and creditors are payables and receivables to customers and counterparties
which relate to finds placed as margin to support trading in Contracts for Differences (CFDs). The
notional value of the underlying CFD positions with customers, which the Company has fully hedged
with ts counterparties as at 31 December 2011, was £22,968,850 (2010: £Nil)
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21. Financial instruments and risk management (continued)

Categories of financial instruments

Detuils of the significant accounting policies and methods adopted, including the eriteria for recogmtion,
the basis of measurement and the basis on which income and expenses are recognised, in respect of each
class of financial asset, financial liability and equity instrument are disclosed 1 Note 1 to the accounts

2011 2010
£ £
Financial assets
Cash 26,745,669 1,526,386
Government bonds - far value through profit or loss* - 17,137,151
‘ Available for sale 297,619 297619
| Loans and receivables 98,993,535 21,366,698
|
| Financial liabilitics
| Amortised cost 100,986,871 15,986,700

*The notional price of the Government Bonds in 2011 was £Nil (2010- £17,143,837)

22, Capital risk management

The Company manages s capital to ensure that 1t will be able to conuinue as a going concern while
' maximising the return to stakeholders through the optimisation of the equity balance. During the year and

pnior year, the Company complied with the Financial Services Authority minimum capital requirements.

The capital structure of the Company consists of shareholders® equity comprising 1ssued capral and

retained earnings as disclosed in notes 17 and 18.
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