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London Multi-Asset Exchange (Holdings) Limited
Directors’ report and consolidated financial statements
Year ended 30 April 2011

Directors’ report

The directors present their directors’ report and consolidated financial statements for the year ended 30 Apnl 2011
Principal achvities

London Multi-Asset Exchange (Holdngs) Limited (*LMAXHL” or “the Company”) 1s the parent company of Tradefair Spreads
Limuted (“Tradefair”y and LMAX Limuted (“LMAX” and together “the Group”}

LMAX was set up m order to utilise the Betfair Group ple (“Betfair”) exchange technology in a major new ndustry vertical The
Company began operating 1ts financial rading platform in October 2010 The business 1s 74 8% owned by Betfair, 15 regulated
by the Financial Services Authenty and operates with an independent board of directors  Goldman Sachs owns 12 7% of the
Company with the remainder owned by LMAX employees

LMAX brings buyers and sellers of financial instruments together on a neutral multilaterai trading facility (the exchange) by
offenng retail investors a platform to trade FX and CFD’s transparently via an open order book accessible by Direct Market
Access, without the need for dealer acceptance A key by-product to the platform 1s the LMAX Applcation Programming
Interface which allows customers to automate algonthmic trading strategtes Further developments dunng the year included the
wntroduction of a mobile trading apphcation to facilitate access via mobile telecommunications along with a hosted commumity
which offers members a vaniety of free useful tools to help support their trading decisions

Tradefarr 15 an online financial spread betting provider operating as a white label partner with the London Capital Group
Business review

LMAX opened to the public on 25 October 2010 The technology which powers the platform has delivered four key elements on
which te build an attractive customer proposition speed, execution, rehability and pricing  LMAX generated £0 3m of revenue
in the year and recorded a loss after tax after of £10 Sm  This figure includes the development expenditure which is only
capttahsed at the Group level

Following a change of Chief Executive in March 2011, the Board of LMAX has reassessed the Company’s approach to 1ts target
audience Work has begun on broadening the product offenng, with a particular slant toward the bqud FX, Index and
Commodity markets and taking advantage of LMAX's high frequency trading capability The sales infrastructure of the business
15 also being reorgansed in order to provide a more effective channel to market

Tradefair generated £3 4m revenues 1n 2011 (2010 £2 6m) representing 31% growth year on year, despite reduced marketing
spend and focus in light of the launch of LMAX  As a resuit, profit for the year of £1 7m led to a 120% 1mprovement on 2010

The Group loss on ordinary activities after tax for the year was £7,033,000 (2018 loss £3,470,000)
Research and development

The Group has capitahised development costs in line with the accounting policy of 1ts ultimate parent undertaking Betfair Group
ple The capitalisation of development expenditure 1s permutted by SSAP 13, Accounting for Research and Development

The Group has capitalised development expenditure of £3 6m m the financial year ended 30 April 2011 (2010 £3 4m)

A large proportion of the Group’s employment and consultancy costs in the financial year relate directly to the development of
the core exchange platform and has thus been capitalised

Rusks
The Group’s risk procedures are managed with reference to FSA requirements  The major risks to the business are

IT security

As an online business, the integnty and operational robustness of the Group’s [T systems are crinical for ongoing performance
Ensunng that appropriate protections are in place to detect and prevent any intrusion such that all systems are safeguarded against
hackers, email viruses, attacks and other forms of cyber cnime 15 essential

Any failure in these measures could sigmficantly impact the Group’s reputation and hence financial performance As part of the
systems infrastructure, the Group regularly reviews 1ts system securty using mternal and external audit procedures to venfy its
continued effectiveness
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London Mulu-Asset Exchange (Holdings) Limited
Directors” report and consolidated financial statements
Year ended 30 April 2011

Directors’ report (continued)
Impact of the economic environment

The economic environment remains a nsk to the growth plans for the business, and whilst we continue to momitor its cffects upon
our customer base, we believe that due to the strength of the current and future product offering, the Group 1s well positioned to
manage any adverse impact

Proposed dividend
The directors do not recommend the payment of a dividend (2010 £a1l)
Directors

The directors who held office during the year were as follows

Robin Osmond (resigned 30 Apnl 2011)
Mike Birkett

Edmond Warner

Edward Wray

Alison Hutchinson (apponted 1 June 2010)
Phillp Hylander (appotnted 1 August 2010)
Dawvid Mercer (appointed 31 March 2011)

Employees

The Group 1s comnutted to promoting and encouraging equal opportuntties for all prospective and current employees and
acuvely promotes good relations We aim to eliminate any conditions, procedures and individual behaviour that can lead to
discnnenation even where there was no intent to discriminate, with particular regard to race, gender; disability, sexuality; age,
religron and belief

Management recogmises that employees are key to both the present and future success of the company and places considerable
value on the involvement of 1ts employees In order to maximise the potenunal of every employee, management support the
fundamental belief that there must be considerable investment 1 training and development, a supportive and progressive working
environment and employee¢ contribution and invelvement in business matters

Management has continued its practice of keeping employees informed on matters affecting them and on the vanous factors
affecting the performance of the company This 15 achieved through formal and informal meetings Employees are consulted
regularly on a wide range of matters affecting their current and future interests

Suppher payment policy

It 15 the Group’s policy to comply with the terms of payment agreed with its supphiers Where payment terms are not hegotiated,
the Group endeavours to adhere to suppliers’ standard terms As at 30 Apnil 2011, the Group had trade creditors of £0 2 million
(2010 £0 6 mllion), with a credstor tumover ratio of 12 days (2010 33 days})

Disclosure of information to auditor
The directors holding office at the date of approval of the accounts confirm that, so far as they are each aware, there 15 1o
relevant audit nformation of which the Company’s auditors are unaware, and each director has taken all the steps that they ought
to have taken as a director to make themselves aware of any relevant audit information and to establish that the Company’s
auditors are aware of that information

Auditors
Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and KPMG Audit Ple will
therefore continue n office

On behalf of the board
Michael Birkett Level 2
Dhirector Yellow Building
1 Nicholas Road
London
27 July 2011 W11 4AN
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London Multi-Asset Exchange (Holdings) Limited
Directors’ report and conschdated financial statements
Year ended 30 April 2011

Statement of directors’ responsibilities in respect of the Directors’ report and the
financial statements

The directors are responsible for preparing the Directors' Report and the financial statements (n accordance with applicable law
and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law they have elected to
prepare the financial statements n accordance with UK Accounting Standards and applicable law (UK Generally Accepted
Accounting Practice)

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

e  select suitable accounting policies and then apply them consistently;

+  make judgements and estimates that are reasonable and prudent,

+  state whether apphcable UK Accounting Standards have been followed, subject to any matenal departures disclosed
and explamed m the financial statements, and

¢ prepare the financial statements on the going concern basis unless 1t 1s inappropriate to presume that the company will
continue i 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 uts financral statements comply with the Companues Act 2006 They have general responsibility for taking such steps as are
reasonably open to them to safeguard the assets of the company and to prevent and detect fraud and other wrregulanties

Registered number 06331069 30 Apni 2011 5
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF London Multi-Asset
Exchange (Holdings) Limited

We have audited the financial statements of London Multi-Asset Exchange (Holdings) Limited for the vear ended 30 Apnil
2011 set out on pages 7 to 20 The financial reporting framew ork that has been applied in their preparation 1 applicable law
and UK Accounting Standards (UK Generally Accepted Accounting Pracuice)

I his report 1s made selely to the company’s members as a body 1n accordance with Chapter 3 of Part 16 of the Companies
Act 2006 Qur audit worh has been undertakhen so that we might state to the company’s members those matters we are
required to state to them 1n an auditor's report and for no other purpose To the fullest extent permitted by law we do not
accept or assume responsibility to anyone other than the company and the companv's members as a body for our audur
work for this report. or for the opimons we have formed

Respective responsibilities of directors and auditor

As explamed more futly in the Directors' Responsibilities Statement set out on page 5 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 15 10
audit and express an opimion on the financial statements 1n accordance with applicable law and Internationai Standards on
Audinng (Uk and Ireiand) [hose standards require us 10 comply with the Auditing Pracuces Board's (APB's) Ethical
Standards for Auditors

Scope of the audit of the financial statements

A description of the scope ot an audit ot financial statements 1s provided on the APB's website at
www frc org ub/apb/scope/privale ctm

Opinion on financial statements

In our oprnion the financial statements

* give g true and tair view ot the state of the group's and of the parent company's attairs as at 30 April 2011 and of the
group's loss for the year then ended

+ have been properly prepared m accordance with UK Generally Accepted Accounting Practice and

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

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Directors” Report for the finanaial vear tor which the financial statements are
prepared 15 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
1n our opInION

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

» the parent company financial statements arc 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 recerved all the intormation and explanations we require for our audit

Avtar Jalf (Senior Statutory Auditor)

for and on behalf of KPMG Audit Plc, Statutory Auditor
Chartered Accountants

15 Canada Square

l.ondon

Ei4 5GL

27 July 2011




Consolidated Profit and Loss Account
For the year ended 30 Apnii 2011

Turnover

Cost of sales

Gross profit

Admumnstrative expenses

Operating loss
Gawn on disposal of business
Interest payable and similar charges

Other nterest receivable and simular income

Loss on ordinary activities before taxation

Tax on loss on ordinary activities

Loss for the financial year

London Mulu-Asset Exchange (Holdings) Limited
Directors’ report and consolidated financial statements
Year ended 30 Apnl 2011

Note 2011 2010
£000 £000

i 3,461 2,858
(444) (144)

3,017 2,714

(12,197) (8,032)

(9,180) (5,318

2 - 1,000
(85) (292)

30 6

2 T (9.235) T (4,604)
3 2,202 (866)
(7,033) (5,470)

Consolidated Statement of Total Recognised Gains and Losses

For the year ended 30 April 2011

Group

Loss for the financial year
Adjustment to equity for modified share option scheme

Total recogmsed losses for the year

2011 2010
£000 £000
(7.033) (5,470)
- 660
(7.033) (4,810)

The notes on pages 11 to 20 form an ntegral part of these financial statements
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Consolidated Balance Sheet
As at 30 Aprd 2011

Fixed assets
Intangible assets
Tangible assets

Current assets
Debtors

(including £270,000 (2010 £271 000) due afier more than one

year)
Deferred tax
Cash at bank and 1n hand

Creditors amounts falling due within one year

Net current assets / (habilifies)

Total assets less current hahlities

Creditors, amounts falling due after more than one year

Deferred tax habihty

Net assets / (habilities)

Capital and reserves
Share capital

Share premium account
Preference shares
Profit and loss account

Shareholders’ funds / (deficit)

Note

10

1

12
i3
i2

13

Londor Multi-Asset Exchange (Holdings) Lymited
Dhrectors’ report and consohdated financial statements
Year ended 30 Apnl 2011

2011 2010
£000 £000
16,015 14,661
1,160 1,854
17,175 16,515
3,068 836
74 -
9,318 865
12,460 1,701
(2,144) (16,823)
10,316 (15,122)
27,491 1,393
- (9,120}
- {1,608)
27,491 (9,335)
122 86
13,340 -
30,483 .
{16,454) (9,421)
27,491 9,335)

The notes on pages 11 to 20 form an integral part of these financial statements

These financial statements were approved by the board of directors on 27 July 2011 and were signed on 1ts behalf by

chael Birkett
Director

Registered number 06331069 30 Apnl 2011




London Mulu-Asset Exchange (Holdings) Limted
Directors’ report and consolidated financial statements
Year ended 30 Apni 2011

Company Balance Sheet

As at 30 Apri 2011
Note 2011 2010
£000 £000
Fixed assets
[nvestments 6 43,815 2
Current assets
Debtors 7 129 81
Cash at bank and in hand 3 3
132 84
Net current assets 132 84
Net assets 43,947 86
Capatal and reserves
Share capital 12 122 86
Share premium account 13 13,340 -
Preference shares 12 30,483 -
Profit and loss account 13 2 -
Shareholders’ funds 13 43,947 86

The notes on pages 11 to 20 form an integral part of these financial statements

These financial statements were approved by the board of directors on 27 July 2011 and were signed on 1ts behalf by

»

Michael Birkett
Director

Registered number 06331069 30 Apri! 2011




Consolidated Cash Flow Statement
For the year ended 30 Aprd 2011

Cash flows from operating activities

Operating loss for the year

Adjustments for

Depreciation and amortisation

Loss on disposal of property, plant and equipment
(Increase) / decrease in trade & other receivables
Increase in trade and cther payables

Charge n relation to share based payments

Nect cash outflow from operating activities
Cash flows from investing activities
Acquisition of property, plant and equipment
Acquisition of other intangible assets
Capitalised development expenditure
Finance income pard

Net cash used 1n investing activities

Cash flows from disposals
Sale of fixed odds business

Cash flows from financing activities
Proceeds from 1ssue of share capital
{Decrease)/ increase in loan from group undertakings

Net cash from financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at the beginmng of the year

Cash and cash equvalents at year end

Registered number 06331069 30 Apnl 2011

London Mulu-Asset Exchange (Holdings) Limited
Durectors’ report and consolidated financial statements

Year ended 30 Apnl 2011
Note 2011 2010
£000 £000
(9,180) (5,318)
3,313 1,254
3 -
(2,224) 11
64 451
- 660
(8,029%) (2,942)
(348) (873)
- (9,000)
(3,627) (3,442)
(55) (286)
(4,030) {13,001}
- 1,000
43,859 -
(23,351) 15,643
20,508 15,643
8,453 99
865 766
8 9,318 865
10




London Multi- Asset Exchange (Holdings) Limited
Drrectors” report and consolidated financial statements
Year ended 30 Apnl 2011

Notes
(formung part of the financial statements)
1 Accounting policies

The following accounting policies have been apphed consistently in dealing with items which are considered matenal in relation to
the Group's financial statements

Going concern

The financial statements have been prepared on a going concern basis as the ultimate parent company, Betfair Group plc, has
formally 1ndicated that 1t will provide sufficient funding to the Company, to enable it to meet 1ts habilities as they fall due, for at
Ieast twelve months from the date of approval of these financial statements The directors have no reason to believe that the parent
company will not be 1na position to provide the support referred to above

Bass of preparation

The financial statements have been prepared under the historical cost accounting rules and in accordance with applicable
accounting standards in the United Kingdom

Basis of conselidation

The consolidated financial statements nclude the financial statements of the Company and 1ts subsidiary undertakings made up to
30 Apnil 2011 Where necessary, adjustments are made to the financial statements of subsidianes to bring the accounting policies
into line with those used by the Group

All intra-group transactions, balances, income and expenses are elminated on consohdation

Under s408 of the Companies Act 2006 the Company 1s exempt from the requirement to present its own profit and loss account
The Company results for the year are included 1n note 13

Investments
[nvestments 1 subsidiary undertakings are stated at cost less provision for any impairment
Fixed assers and depreciation

Fixed assets are stated at historical cost less accumulated depreciation Depreciation 1s provided to write off the cost less the
estimated residual value of tangible fixed assets by equal nstalments over their estmated useful economic hives as follows

Leasehold improvements - Shorter of the term of the lease or the useful economic hife of the asset
Computer equipment and sofiware - 33% straight line
Fixtures and fittings - 20% straight line

Impairment of fixed assets and intangibles

The carrying amounts of the Group's assets are reviewed for impairment when events or changes tn circumstances indicate that the
carrying amount of the fixed asset may not be recoverable If any such indicanon exists, the asset’s recoverable amount 1s
estimated

An impairment loss 1s recognised whenever the carrying amount of an asset or its income-generating unit exceeds 1ts recoverable
amount Impatrment losses are recognised in the profit and loss account unless 1t anses on a previcusly revalued fixed asset An
impairment loss on a revalued fixed asset 15 recognised in the profit and loss account if 1t 15 caused by a clear consumption of
econgmuc benefits Otherwise impairments are recognised 1n the statement of total recogmsed gams and losses until the carrying
amount reaches the asset’s depreciated histenc cost

Impairment losses recognised 1n respect of mcome-generating units are allocated first to reduce the carrying amount of any
goodwill allocated to income-generating units, then to any capitalised intangible asset and finally to the carrying amount of the
tangible assets 1n the umt on a pro rata or more appropriate basis  An income generating umit 1§ the smallest identifiable group
of assets that generates tncome that 1s largely independent of the income streams from other assets or groups of assets

Calculation of recoverable amount

The recoverable amount of fixed assets 15 the greater of their net realisable value and value 1n use In assessing value in use, the
expected future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the rate of return expected on an equally msky investment For an asset that does not generate largely
independent tmcome streams, the recoverable amount 1s determined for the income-generating unit to winch the asset belongs

Registered nember 06331069 30 Apn! 2011 11




London Mulu-Asset Exchange (Holdings) Limited
Durectors’ report and consohdated financial statements
Year ended 30 Apnl 2011

Notes (continued)

1 Accounting pohcies (continued)
Intangible asseis
1] Research and development expenditure

Expenditure on research activities 1s recognised in the mcome statement as an expense 1n the period in which 1t 1s incurred

The Group capitalises software development costs in line with the accounting policy of its ulimate parent underiaking Betfar
Group plc The capitzahsation of development expenditure 1s permutted by SSAP 13, Accounting for Research and Development

Expenditure on software development activities 1s recognised as an wnternally generated intangible asset only when the necessary
cniterta are met, including demonstrating the techmcal feasibility of the product and having sufficient certainty over the future
revenue or cost savings that will be generated from the product

The qualifying expenditure caputalised represents costs directly attributable to the development of the asset This expenditure 15
capitalised from the point at which the above critena are met up to the point at which the asset 1s 1n econome use If the cntena are
not met the expenditure 1s recogmised mn the profit and loss as an expense n the penod m which 1t 15 incurred

Capitalised software development expenditure 1s amortised on a straight-line basis from the date the asset 15 available for use over
1ts useful bfe of three years

() Intellectual property

Intettectual property 1s valued at cost and amortised to the profit and loss account in equal instalments over 1ts estmated useful life
of 10 years

Share-based payments
0] Equuty settled

The A share programme allows employees to acquire shares of the Company The grant date fair value of share-based payment
awards are recogmised as an employee expense with a corresponding mncrease m equity, over the penod that the employees become
uncondimonally entitled to the awards The fair value of the nghts granted 1s measured using a nghts pricing medel, taking into
account the terms and conditions upon which the nghts were granted  The amount recognised as an expense reflects the actual
number of awards for which the related service and non-market vesung condittons are expected to be met, such that the amount
ulumately recogmsed as an expense 1s based on the number of awards that meet the related service and non-market performance
conditions ar the vesting date

(u} Cash settled

For cash settled share based payment transactions, the fair value of the amount payable to the employee 1s recognised as an expense
with a corresponding increase 1n habilittes The fair value is imitially measured at grant date and spread over the penod dunng
which the employees become unconditionally ennitled to payment The fair value 15 measured based on an option pricing model
taking 1n to account the terms and conditions upon which the mstruments were granted The hability 1s revalued at each balance
sheet date and settlement date with any changes to farr value being recognised in the profit and loss account

Turnover

Tumover 1s measured as the consideration received from customers and represents amounts recewved for services that the Group 1s
in business to provide, as set out below

White label spread betting commussion income 1s recognised on the date of the transaction upon which it 1s levied as reported by
the spread betting service provider

Tumever in LMAX 1s measured as the consideration receved from customers for trading comrmussions and other charges and 1s
recogmsed on the date a trade 15 settled

Foreign currencies

Transactions 1n foreign currencies are recorded using the rate of exchange ruling at the date of the transaction (or, if hedged
forward, at the rate of exchange under the related forward currency contract) Monetary assets and habihitres denomunated 1n
foreign currencies are translated using the contracted rate or the rate of exchange ruling at the balance sheet date and the gains or
losses on translation are included tn the profit and loss account

Leases

Operating lease rentals are charged to the profit and loss account on a straight hine basis over the penod of the iease

Regstered number 06331069 30 April 201} 12




London Multi- Asset Exchange (Holdings) Limited
Directors’ report and consoldated financial statements
Year ended 30 Apri) 2011

Notes (continued)
Taxanon

‘The charge for taxation 1s based on the loss for the year and takes into account taxation deferred because of tmung differences
between the treatment of ¢certain 1tems for taxation and accounting purposes

The charge n the year anses due to deferred taxation which 1s recogmised, without discounting, tn respect of all tmuing differences
between the treatment of certamn 1tems for taxation and accouniing purposes which have arisen but not reversed by the balance
sheet date, except as otherwise required by FRS 19

Cash

Cash, for the purpose of the cash flow statement, compnses cash 1n hand and deposiis repayable on demand, less overdrafts
payable on demand

Frducrary activities

LMAX holds money on behalf of clients i accordance with the Client Money Rules of the Financial Services Authonty Such
monies and the corresponding amounts due to clients are included on the balance sheet as LMAX have the nghts 1o receive cash
flows from the asset

2 Loss on erdinary activities before taxation

The following items have been included in amwving at the Group loss on ordinary activities before taxation

Group 2011 2010
Note £000 £000

Depreciation of property, plant and equipment and owned leasehold

improvements 5 1,040 879

Amortisation of intangible assets 4 2,273 375

Other operating lease rentals — buildings 14 393 377

Exceptional item - Gain on sale of Fixed Odds business - (1,000)

Services provided by the Group’s auditor and network firms

Duning the year, the Group obtained the following services from the Group’s auditor as detailed below

2011 2010
Group £000 £000
Fees payable to the Company’s auditor for the audit of the Company’s annual
accounts 10 9
Fees payable to the Company's auditor and its associates for other services
Audit of financial statements of subsidiaries pursuant to legislation 4] 22
Adwvice in relation to FSA application - 46
Other services relating to taxation 6 8
Regulatory audit fees 30 -
All other services 24 -

i11 85

Registered number 06331069 30 Apni 2011 13




Notes (continued)

3 Taxation
Group

Analysis of tax charge in year

Group rehef recoverable

Total current tax

Deferred tax
Ongination of timing differences (note 11)
Change In tax rates

Total tax (¢credit) / charge

Faciors affecthng the tax charge for the current period

London Mulu-Asset Exchange (Holdings) Limited
Directors’ report and consolidated financial statements
Year ended 30 Apnl 2011

2011 2010
£7000 £:000
(520) -
(520) -
(1,676) 866
(6) -
(1,682) 866
(2,202) 866

The current tax charge for the penod 1s hugher (2010 higher) than the standard rate of corporation tax in the UK of 27 8%

(2010 28%) The differences are explained below

2011 2010
£000 £000
Current tax reconcthation
[.oss on ordinary activities before tax 9,238 (4,604)
Loss on ordinary activiies multiplied by standard rate of corporation tax in the UK of (2,567) (1,289}
27 8% (2010 28%)
Effects of
Non deductible expenses 198 62
Depreciation in excess of capital allowances 155 97
Timing diufferences in relation 1o software development costs 1,521 (964)
Unrelieved tax losses camed forward 173 691
Group relief surrendered for ml payment - 1,403
Total current tax (520) -
Registered number 06331069 30 Apnil 2011 14




Notes (conninued)

4 Intangthle fixed assets

Group

Cost
At beginning of year
Addons

At end of year

Amorfisation
At beginning of year
Charge for year

At end of year

Ner book value
At 30 Apnl 2011

At 30 Apnl 2010

The Company does not have any intangible fixed assets (2070 m}

1 Tangible fixed assets

Group

Cost

At beginning of year
Additions

Disposals

At end of year

Depreciation

At beginming of year
Charge for year
Disposals

At end of year

Net book value
At 30 April 2011

At 30 Aonl 2010

The Company does not hold any tangible fixed assets (2010 nil)

Regustered number 06331069 30 Apnl 2011
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Directors’ report and consolidated financial statements

Year ended 30 Apnl 201 |
Intellectual  Development Total
property costs
£000 £000 £000
9,000 6,036 15,036
- 3,627 3,627
9,000 9,663 18,663
375 - 375
900 1,373 2,273
1,275 1,373 2,648
7,725 8,290 16,015
8,625 6,036 14,661
Leasehold Computer Fixtures & Total
Improvements Egqmpment Fittings
£000 £000 £000 £000
422 2,635 37 3,094
- 334 13 347
- ) - 4
422 2,965 50 3,437
113 1,118 9 1,240
88 943 9 1,040
- €] - 3)
201 2,058 18 2,277
221 907 32 1,160
309 1517 28 1854
15




London Muln-Asset Exchange (Holdings) Limited
Directors’ report and consolidated financial statements
Year ended 30 Apnl 2011

Notes (continued)

6 Investments
Company 2011 2010
£000 £000
Subsidiary undertakings 43,815 2
Dunng the year the Company purchased 438, 125 shares in LMAX Limited
The companies in which the Company has an interest at the year end are as follows
Country of Ordinary
ncorporation Principal achwvity shares held

%

Finanoial exchange

LMAX Limuted England platform 100
Tradefair Spreads Linuted England Financial spread betting 100
7 Debtors

2011 2010
Group £000 £000
Trade debtors 200 148
Rental deposits 270 271
Amounts owed by group undertakings 80 80
Other debtors 79 6
Collatera! requirement for trade cleanng 1,899 -
Prepayments and accrued income 540 331

3,068 836
Amounts falling due after more than one year included in the above are

2011 2010
Group £000 £000
Rental deposits 270 271

2011 2010
Company £000 £000
Amounts owed by group undertakings 80 80
Other debtors 49 1

129 81

Registered number 06331069 30 Apnil 2011 16




London Mulu-Asset Exchange (Holdings) Limited
Dhrectors® report and consolidated financial statements
Year ended 30 Apnl 2011

Notes (continued)

8 Cash and cash equivalent
2411 2010
£000 £000
Cash at bank and 1n hand 9,137 8635
Chient money held 181 -
9,318 865
9 Creditors amounts falling due within one year
2011 2010
Group £000 £000
Trade creditors 228 556
Taxation and social security 445 323
Amounts owed to group undertakings 157 14,416
Amounts owed to chents 186 -
Other creditors 44 18
Accruals and deferred income 1,084 1,510
2,144 16,823
10 Creditors amounts falling due after more than one year
201 2010
Group £000 £000
Amounts owed to group undertakings - 9,092
Accruals and defared income - 28
- 9,120
The Company did not have any creditors falling due after more than one year (20/0 nil)
11 Deferred taxation
2011 2010
Group £000 £000
At beginning of year (1,608) (741)
Adyustments for
Net intangible capitalised costs 627 (867)
De-grouping charge asset 2,148 -
Change n tax rates 161 -
At end of year 74 (1,608)

Amounts credited to the profit and loss account above are due to the recognition of a deferred tax asset, equal to the future
amortisation of the de-grouping charge which arose n the year This charge resulted from Betfarr’s share 1n LMAX falling below
75% tmpgering the mtellectual property purchased in December 2009 (current net book value £7 7m) from Betfair becoming
subject to a tax charge

With effect from | Apnil 2011, the UK Statutory rate of corporation tax was reduced to 26 0% Thus resulted in a blended standard
statutory rate of 27 8% in the year ended 30 April 2011 The Budget on 23 March 2011 announced further measures to reduce the
UK corporation tax rate to 23 0% by 2014, although these have not been substantively enacted at the balance sheet date

These changes will reduce the Company’s future current tax charge accordingly The measurement of deferred tax 1s based upon
the change 1n rate to 26 0% that apphed at the balance sheet date which had the effect of reducing the deferred tax asset recogmsed
at that date by £161,000 It has not yet been possible 1o quantfy the full anncipated effect of the announced further 3 0% rate
reduction, although this will further reduce the future current tax charge and reduce deferred tax asset accordingly
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Notes (coniinued)

12 Called up share capital

Allotted and called up

12,245,014 (2010 8,590,000) Ordinary shares of £0 01 each
30,482,336 (2010 Nu) Preference shares of £1 each

London Mulu-Asset Exchange (Holdings) Limited
Duirectors® report and consolidated financial statements
Year ended 30 Apnl 2011

2011
£000

122
30,483

During the year 3,655,014 ordinary shares of £0 01 were 1ssued for consideration of £13 4m

2010
£000

86

The Company has the option to redeem the preference shares i full from July 2015 wath no premuum due upon redemption, hence
this has been treated as equuty A preferred dvadend of LIBOR + 2% 15 payable when the Company turns profitable

13 Reconciliation of movements in shareholders’ funds / (deficit)
Group
Share Share Profit and loss
capital Premium account
£000 £000 £000
Opemng shareholders’ funds at 30 Apnl 2010 86 - (9,421)
[ssue of new share capital 30,519 13,340 -
Loss for the financial year - - (7,033)
Recognised gains
Closing shareholders’ funds / {(deficit) at 30 Aprd 2011 30,605 13,340 (16,454)
Company
Share Share Profit and loss
capital Premium account
£000 £000 £000
Opemng shareholders’ funds at 30 April 2010 86 - -
Issuc of new share capital 30,519 13,340 -
Profit for the financial year - - 2
Closing shareholders’ funds at 30 April 2011 30,605 13,340 2
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Notes (continued)

14 Commitments under operatng leases

Annual commutments under non-cancellable operating leases are as follows

Group
Land and builldings 2011 2010
£000 £000
Operating leascs whih expire
In the second to fifth years inclusive 360 353

The Company does not hold any operating leases

15 Employees and Directors

The average number of persons employed by the Group (including directors) during the year, analysed by category, was as follows

Number of employees 01 2010
Corporate and admiustration 18 9
Product development 38 34
Operanons 11 6
Sales and marketing 15 9
) s
2011 2010
The aggregate payroll costs of these persons were as follows, £000 £000
Wages and salaries 5,108 4,229
Social secunity costs 592 499
Share-based payments (see note 16) - 250
5,700 4,978

Of the above costs, £2 3m has been capitalised as part of the qualifying development expenditure

Directors’ remuneration

2011 2010
The aggregate payroll costs of these persons were as follows £000 £000
Emoluments 608 548

The highest patd director recerved total emoluments for the year of £335,000 (2010 £301,000)

16 Share-based payments
The Group had the following share-based payment schemes 1n place during the year

a) 2010 Phantom share option scheme
b) A Shares scheme

In accordance with FRS 20, the Company measures the fair value of all share based awards unvested There has been no expense
recogmsed in respect of these schemes for the pertod ended 30 Apnl! 2011

The fair value of the options 1s determined using the Black-Scholes option pricing model The expected volaulity 1s based on
historical velatihties of traded options 1n businesses comparable to LMAX Limited, such as information technology and gaming
companies over a pertod equal 1n length to the relevant expected life of the option and ending at the date of grant The expected
term used in the model 1s based on management’s best estimate, of non-transferability, exercise restrictions and behavioural
considerattons

The expected dividend yield 15 nil as London Multi-Asset Exchange (Holdings) Limuted has not paid any dividends in the past, nor
are there any dividends expected to be paud 1n the foreseeable future
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Notes (continued)

16 Share-based payments (contnued)

a} 2010 Phantom share option scheme

The grant of an award under this scheme enttles the holder to a cash sum based on the increase in value of the shares of the
Company above a sirike price, over a holding penod of three years or upon a specified hquidity event if sooner Accordingly, this
scheme has been determuined to be cash settled 1n accordance with FRS 20 As at 30 Apnl 2011, 230,000 cash settled share
options (2010 60,000) remain outstanding and are exercisable up to 30 April 2013 No share rights under this scheme were
exercised during the year

Based on our fair value assessment of the scheme, an expense has not been recognised for the year ended 30 Apnl 2011 (2010
£250,000) A lhability of £28,000 (2010 £28,000} remains within “Accruals and deferred income’ for the schemes determined to
be cash setded

b) A share scheme

Share nghts under this scheme may be granted to directors and employees to purchase ordinary shares Rights are granted under a
service condition, there are no market based condimons associated with these grants Rights vest over a penod of three years or
upon a specified liquidity event 1f sooner, and are subject to continued employment, although certain employees’ rights may vest
even if this employment condition 1s not fulfilled, at the discretion of the Board The grant of rights under this scheme entitles the
holder to an equity share of the Company, above a hurdle rate  Accordingly, this scheme has been determined to be equuty settled
in accordance with FRS 20

Durmg the year 175,000 new A shares were 1ssued, however 335,000 were forfeited  As at 3¢ Apnl 2011, 600,000 nghts (2010
760,000) 1 the capital of the Group remained outstanding and are exercisable up to 30 Apnl 2015 by 12 employees (2010 12} No
rights were exercised during the year and no costs were incurred for this scheme as the expense was fully recogmsed at grant date
(2010 £250,000)

No further expense has been recogmised i the profit and loss account for 30 April 2011 (2010 £660,000), as the nghis were fully
expensed based on their fair value at grant date

17 Related party transactions
Trading transactions

Duning the year the Group was recharged operating and admunistrative costs by Betfair Limited amounung to £2,105,000 (2010
£6,602,600) which were incurred on its behalf

Duning the year the Group recharged The Sporting Exchange Linuted £519,000 i recogrition of tax losses utithised
Details of related party outstanding balances

The outstanding intercompany balances at 30 Apnlk 2011 were as follows

Due to Betfair Limited £676,800 (2010 £14,416,000)

Due to TSE Development Limmted £ml (20/0 £9,092,000)
Due from The Sporting Exchange Limuted 15 £600,000 (20/0 £80,000)

18 Immediate and ultimate parent company

The immediate parent company 1s The Sporting Exchange Limited, a company incorporated 1n England and Wales

The ulumate parent company of the Group 1s Betfar Group ple Copies of the financial statements of Betfair Group ple can be
obtained from

Companies House
Crown Way
Mamdy

Cardiff
CF143UZ

Registered number 06331069 30 Apnl 2011 20




