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Tradition London Clearing Limited

Directors’ report

The directors present their report and financial statements of the company for the year ended 31 December
2007

Results and dividends

The loss after tax for the year after tax was £2,709 (2006 - £328,375) as shown in the profit and loss
account on page 6 The directors do not propose 2 dividend and propose that the loss 1s transferred to
reserves

Principal activity and review of the business

The company’s principal activity during the year continued to be the provision of clearing services to
other group companies

The company’s key financial and other performance indicators during the year were as follows

2007 2006  Change (%)
£ £

Company tumover 1,951,083 1,495,390 +30%
Administrative expenses 2,053,526 2,001,638 +3%
Operating loss {102,443) (506,248) -80%
Shareholders’ funds 1,235,288 987,997 +25%
Current assets as % of current habtlities 100% 100%
Average number of employees 11 10

Company tumnover mcreased by 30% during the year s pnmanly due to favourable market conditions and
an ncrease 1n the volume of transactions

Principal risk

The principal nisk to the company 1s that of credit risk, the risk that one party to a financial transaction will
cause a financial loss for the other party by failing to discharge an obligation It 1s company policy to
monitor failed trades and non-delivered trades on a daily basts in order to minimise such losses

Future developments

In the directors’ opinion the company’s affairs and future prospects are satisfactory, due to the continued
support of the parent company, Tradition Service Holding SA

Capital management

Responsibility for capital planming 1s delegated to the CFO reporting through the Finance Committee to
the CEQ and Board of Directors  All caputal adjustments are to be proposed by the CFO to the CEO and
Board and require the approval of the CEO and at least one Non-Executive Director

Capital 1s obtained from two sources internally generated capital, and shareholders funds Shareholder
funds are obtained via Group Treasury




Tradition London Clearing Limited

Directors’ report

Directors and their interests
The directors who served during the full financial year were as follows

P A Brault
G Craggs (resigned 30 September 2007)
N M Gleeson (appointed 18 May 2007, resigned 15 March 2008)

R M Houldsworth  (resigned 24 November 2007)
WPFN Wostyn  (appointed |8 December 2007)

The following director was appointed after the year-end

P Regan (appointed 31 March 2008)

None of the directors had any interests in the share capital of the company or any other UK group
company at any time during the year

Audit information

So far as each person who was a director at the date of approving this report 1s aware, there 1s no relevant
audit information, being information needed by the auditor in connection with preparing its report, of
which the auditor 1s unaware Having made enquines of fellow directors and the company’s auditer, each
director has taken all the steps that he 15 obliged to take as a director in order to make himself aware of
any relevant audit information and to establish that the auditor 1s aware of that information

Auditors

A resolution to reappoint Emst & Young LLP as auditors will be put to the members at the Annual
General Meeting

By order of the board

/\/@&M_

Company Secretary
31 March 2008




Tradition London Clearing Limited

Statement of directors’ responsibilities in respect of the
financial statements

The directors are responsible for preparmng the Annual Report and the financial statements m accordance
with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law

the directors have elected to prepare the financial statements m accordance with United Kingdom

Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law)

The financial statements are required by law to give a true and fair view of the state of affairs of the group

and the company and of the profit or loss of the group for that period In preparing those financial

statements, the directors are required to

®  select suitable accounting policies and then apply them consistently,

&  make judgements and estimates that are reasonable and prudent,

e  state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained 1n the financial statements,

®  prepare the financial statements on the gomg concern basis unless 1t 1s inappropriate to presume that
the company will continue in business

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy
at any time the financial position of the group and the company and to enable them to ensure that the
financial statements comply with the Companies Act 1985 They are also responsible for safeguarding the
assets of the group and company and hence for taking reasonable steps for the prevention and detection of
fraud and other irregularities

The directors are respensible for the maintenance and integnity of the corporate and financial information
mcluded on the company’s website Legislatton in the United Kingdom goveming the preparation and
dissemination of financial statements may differ from legislation n other jurisdictions




Independent auditors’ report

to the members of Tradition London Cleanng Limited

We have audited the financial statements of Tradition London Clearing Limuted for the year ended 31
December 2007 which compnise the Profit and Loss Account, the Balance Sheet, and the related notes 1 to
16 These financial statements have been prepared under the accounting pelicies set out therein

This report 1s made solely to the company’s members, as a body, in accordance with Section 235 of the
Companies Act 1985 Our audit work has been undertaken so that we might state to the company’s
meimbers those matters we are required to state to them m an auditors’ 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 auditors

The directors’ responsibilities for the preparing the Annual Report and the financial statements 1n
accordance with applicable law and United Kingdom Accounting Standards (UK Generally Accepted
Accounting Practice) are set out in the Statement of Directors’ Responsibilities

Our responsibility 15 to audst the financial statements i accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland)

We report to you our epinion as to whether the financial statements give a true and fair view and are
properly prepared i accordance with the Companies Act 1985 We also report to you whether 1n our
opinion the information given 1n the Directors’ Report is consistent with the financial statements

In addition we report to you if, 1n our opinion, the company has not kept proper accounting records, 1f we
have not recerved all the information and explanations we require for our audit, or 1f information specified
by law regarding directors’ remuneration and other transactions 1s not disclosed

We read the Directors’ Report and consider the implications for our report if we become aware of any
apparent misstatements within 1t

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and lreland) 1ssued
by the Auditing Practices Board An audit mncludes examination, on a test basis, of evidence relevant to
the amounts and disclosures in the financial statements It also includes an assessment of the significant
estimates and judgements made by the directors in the preparation of the financral statements, and of
whether the accounting policies are appropriate to the company’s circumstances, consistently applied and
adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we
constdered necessary 1n order to provide us with sufficient evidence to give reasonable assurance that the
financial statements are free from material misstatement, whether caused by fraud or other urregulanty or
error In forming our opinion we also evaluated the overall adequacy of the presentation of information 1n
the financial statements

Opinion

In our opimnion

e the financial statements give a true and fair view, 1 accordance with United Kingdom Generally
Accepted Accounting Practice, of the state of the company’s affairs as at 31 December 2007 and of
its loss for the year then ended,

e the financial statements have been properly prepared in accordance with the Companies Act 1985,
and

e  the informatton given in the Directors’ Report 1s consistent with the financial statements

o oyl
Emst & You LP

Registered Auditor
London

Date 2, naanl 2003




Tradition London Clearing Limited

Profit and loss account
for the year ended 31 December 2007

2007 2006

Notes £ £

Turnover 2 1,951,083 1,495,390
Total administrative expenses (2,053,526) (2,001,638)
Operating loss 3 (102,443) (506,248)

Net interest receivable 119,275 37,443
Gain/(less) on ordinary activities before taxation 16,832 (468,805)

Taxation 6 (19,541) 140,430
Loss for the year 13 (2,709) (328,375)
Retatned loss brought forward (1,012,003) (683,628)
Retained loss carnied forward (1,014,712) (1,012,003}

The Statement of Total Recognised Gains and Losses has not been provided as there are no recognised
gains or losses other than the loss for the year

The Profit and Loss account 1s derived from continuing operations




Tradition London Clearnng Limited

Balance sheet
at 31 December 2007

Tangible fixed assets

Current assets
Debtors
Cash at bank and :n hand

Creditors amounts falling due within one year
Net current assets

Net assets

Capital and reserves

Called up share capital
Profit and loss account

Notes

K= -]

12
13

2007 2006

£ £

59,684 82,016
934,790,642 703,952,632
836,318 2,979,156
935,626,960 706,931,788

(934,451,336)

(706,025,807)

1,175,604 905,981
1,235,288 987,997
2,250,000 2,000,000
(1,014,712)  (1,012,003)
1,235,288 987,997

The financial statements were approved by the board of directors and were signed on 1ts behalf by

2:7124'4? ij/ P LEC

Director

31 March 2008




Tradition London Clearnng Limited

Notes to the financial statements
at 31 December 2007

Accounting policies

The financial statements are prepared under the historical cost convention n accordance with United
Kingdom Generally Accepted Accounting Practice

Foreign currency transfation
The financial statements are presented in sterling, which 1s the functional currency of the company

Monetary assets and habilities are expressed in sterhing at spot market rates of exchange ruling at the
balance sheet date Non-monetary assets and habilities are translated at the rates ruling when acquired or
1ssued, respectively Income and expenses expressed in foreign currency are translated into sterling usmg
the rates of exchange ruling at the transaction dates Translation differences are dealt with in the profit and
loss account

Revenue recognition
Revenue comprises clearing fees which are recognised on trade date basis

Net interest recervable

Interest 15 received from financial mstitutions, and 15 accounted for on an accruals basis All interest
recetvable relates to third parties

Depreciation

Depreciation 15 provided on the cost of all tangible™ fixed assets 1n use during the year at a rate calculated
to write off the cost less estimated residual value of each asset over its expected useful life The following
annual rate 1s used

Equipment 20%
Computer software 33%

Deferred taxation

Deferred tax 1s recognised in respect of all iming differences that have originated but not reversed at the
balance sheet date where transactions or events have occurred at that date that will result 1n an obligation
to pay more, or a right to pay less tax, with the following exception

e Deferred tax assets are recognised only to the extent that the directors consider that it 1s more
likely than not that there will be suitable taxable profits within the company from which the
future reversal of the underlying timing differences can be deducted

Deferred tax 15 measured on an undiscounted basis at the tax rates that are expected to apply in the periods
in which timing differences reverse, based on tax rates and laws enacted or substantively enacted at the
balance sheet date

Pensions

The company operates a defined contribution scheme for the benefit of its employees Contributions
payable are charged to the profit and loss account i the period in which they become payable in
accordance with the rules of the scheme




Tradition London Clearing Limited

Notes to the financial statements
at 31 December 2007

Accounting policies (continued)
Chents’ deposits

The company holds money on behalf of clients in accordance with the client money rules of the Financial
Services Authority Such monies and the corresponding hability to clients are included on the balance
sheet

Turnover

Tumover represents income earmned from continuing operations (net of VAT) in connection with the
provision of clearing services (all of which were provided 1n the Umited Kingdom)

Operating loss
This 1s stated after charging/(crediting)

2007 2006

£ £

Auditors’ remuneration — audit services 49,296 80,800
Exchange (gain)/loss (11,623) 8,866
Depreciation of tangible fixed assets 48,144 41,687

Employees

During the year one director received aggregate emoluments of £175,000 (2006 £140,000) n respect of
his services as director of the company All other directors were remunerated by other group companies
1n respect only to their services to these other group companies

2067 2006

No No

Average number of employees (including directors) 11 10
Employee costs during the year were as follows

2067 2006

£ £

Wages and salary costs 662,260 628,558

Social security costs 70,341 85,976

732,601 714,534

Pension costs

The company operates a defined contnibution pension scheme The assets of the scheme are held
separately from those of the company 1n an independently administered fund The pension cost charge
represents contributions payable by the company teo the fund

2007 2006

£ £

Contnbutions payable by the company for the year 8,050 6,813
There were no unpaid contributions at 31 December 2007 (2006 £Nil)

9




Traditton London Cleanng Limited

Notes to the financial statements
at 31 December 2007

Taxation

The tax charge / (credit) 1s made up as follows

UK corpoeration tax
Deferred tax

2007 2006
£ £
26,060  (132,333)
(6,519) (8,097)
19,541  (140,430)

The tax charge for the year 1s higher than the standard rate of corporation tax i the UK The differences

are explamed below

2007 2006
£ £
Profit/(loss) on ordinary activities before tax 16,832 (468,805)
At standard rate of UK corporation tax of 30% (2006 - 30%) 5,050 (140,642)
Effect of
Adjustments for prior year taxation 13,207 3,064
Disallowed expenditure 958 289
Depreciation n excess of capital allowances 6,845 4,956
Current tax credit for the year 26,060 (132,333)
Tangible fixed assets
Computer
Equipment Software Total
£ £ £
Cost
At 31 December 2006 214,647 — 214,647
Additions i year 11,771 14,041 25,812
At 31 December 2007 226,418 14,041 240,459
Depreciation
At 31 December 2006 132,631 - 132,631
Charge for the year 43,854 4,290 48,144
At 31 December 2007 176,485 4,290 180,775
Net book value
At 31 December 2007 49,933 9,751 59,684
At 31 December 2006 82,016 - 82,016
10




Tradition London Cleanng Limited

Notes to the financial statements
at 31 December 2007

8. Debtors

2007 2006
£ £

Amounts due from parent company and
fellow subsidianies 137,242 10,972
Prepayments 64,316 155,280
Due from clearing houses 934,572,305 703,637,771
Deferred taxation (see Note 10) 4,562 -
Staff loans 12,218 -
Corporation tax recoverable - 148,609

934,790,643 703,952,632

9. Cash at bank and in hand

Included in cash at bank and on hand are balances of £68,594 (2006 £32,242) held by the company
trust on behalf of clients in accordance with the Client Money Rules of the Financial Services Authority

10. Deferred taxation asset / (liability)

2007 2006
£ £
Accelerated capital allowances
At start of year (1,957 (10,054)
Decrease duning the year 6,519 8,097
At end of year 4,562 (1,957)
11. Creditors: amounts faling due within one year
2007 2006
£ £
Amounts due from parent company and
fellow subsidiaries 742,539 3,179,840
Trade creditors 932,835,518 702,603,017
Other creditors and accruals 859,134 240,993
Deferred taxation (see Note 10) - 1,957
Corporation tax 12,853 -
Other taxes 1,312 -

934,451,356 706,025,807

11




12.

13.

14.

15.

Tradition London Clearing Limited

Notes to the financial statements
at 31 December 2007

Authorised and issued share capital
2007 2006
£ £
10,000,000 authorised ordinary shares of £1 each 10,000,000 10,000,000
Allotted, called up and fully paid ordinary shares of £1 each 2,250,000 2,000,000

All shares have one vote and participate equally in the event of the winding up of the company

Reconciliation of movements In shareholders’ funds
Total
Share  Profit and shareholders’
capital loss account Junds
£ £ £
At | January 2006 2,000,000 (683,628) 1,316,372
Loss for the year - (328,375) (328,375)
At 31 December 2006 2,000,000 (1,012,003 987,997
Shares 15sued 250,000 - 250,000
Loss for the year - {2,709} (2,709)
At 31 December 2007 2,250,000 (1,014,712) 1,235,288

Ultimate parent company

The company’s immediate parent undertaking 1s Tradition Service Holding S A, a company registered in
Switzerland Tradition Service Holding S A n turn 15 a subsidiary of Compagnie Financiere Tradition
which 15 also registered in Switzerland Compagnie Financiere Tradition has included the company m 1ts
group financial statements, coples of which are available from 1ts registered office 11, rue Langallerie,
Lausanne CH 1003, Switzerland

The company’s ultimate parent company and controlling party 1s Viel et Cie Finance, which 1s
incorporated 1n France Copies of 1its group financial statements, which include the company, are
available from 253, Bd Pereire, 75852 Pans

Related party transactions

The company has taken advantage of the exemption 1n Financial Reporting Standard 8 from disclosing
transactions with related parties that are part of Viel et Cie Finance group or investees of the group on the
grounds that consolidated financial statements are prepared by 1ts parent company

12
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Tradition London Ciearing Limited

I————_

Notes to the financial statements
at 31 December 2007

16. Statement of cash flows

The company has taken advantage of the exemption in Financial Reporting Standard 1 from disclosing a
statement of cash flows on the grounds that 100% of voting rights are controlled within the group and
financial statements are prepatred by 1ts parent company

13




