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I Hennig & Co Limited

Report of the directors for the year ended 31 December 2009

The directors present their report together with the audited financial statements for the year ended 31 December 2009
Results and dividends

The profit and loss account 1s set out on page 6 and shows the profit for the year The profit for the year after
taxation amounted to $161,323 (2008 $3,828,024)

No dividend was paid during the year (2008 $1,000,000)

The directors do not recommend the payment of a final dividend (2008 nil)

Principal activities and future developments

The group's principal activities continue to be diamond broking There have been no significant changes in the
activities of the group and no significant changes are anticipated by the directors 1n the foreseeable future

Review of the business

Hennig operates in the diamond industry Along with most other industries the diamond industry was severely
affected 1n 2009 by the global recession

Hennig’s main source of income 1s commussion from clients who purchase rough diamonds from the De Beers SA
group of companies (“De Beers”) Consequently Henmig’s performance 1s somewhat dependent on the performance
of De Beers

Sales made by De Beers decreased by 44% in 2009 to $3 2bn as a result of the continuing world economic
downturn  Over the first six months of the year De Beers sales of gem diamonds were substantially lower than in
2008 as demand for rough stones was depressed due to low levels of retail demand and adverse conditions in the
cutting centres In the second half of the year demand increased and sales were 24% higher than 1n the first half

Hennig responded quickly to the drop in income and successfully cut costs The directors are therefore pleased to
report an operating profit in 2009 of $0 4m This compares with $4 5m 1n 2008 There was a cash outflow from
operating activities of $1 Im compared with a cash inflow of §1 6m in the previous year

The directors beheve the long term prospects for the diamond industry and therefore the group to be good Demand
for rough diamonds has improved in the first half of 2010

Principal risks and uncertainties

Demand for retall diamond jewellery s beginning 1o recover, particularly in the developing markets of India and
China The long term outlook 1s positive given that the demand for diamond jewellery 1s expected to grow and there
are expected to be lower levels of diamond supply for many years to come

Hennig’s income 15 1n US dollars but the vast majority of 1ts expenses are not  As a result, Henmg 1s exposed to the
risk of adverse movements 1n Sterling, Euros, Shekels, Rupees, Baht, South African Rand and Botswana Pula
Hennig's board has considered the nisk resulting from the movement n these exchange rates but has decided not to
hedge agamst these rnisks

Charitable and political donations

During the year the group contributed $3,267 (2008 $97,259) to charities  There were no pohtical donations during
the year




I Henmig & Co Limited

Report of the directors for the year ended 31 December 2009 (Continued)

Directors
The directors of the company during the year were as follows

D S Shein (Chairman)

A Sela (Managing Director)
S L Stewart

G J F Stubbs

I D Hambro

FJ A Howard

R A Hambro

Sadly, Richard Alexander Hambro, the then Chairman, died on 25 Apnl 2009 J D Hambro held a beneficial
interest 1n 6,800 £1 ordinary shares of the company at 31 December 2009 (2008 6,800 £1 ordnary shares) No
other directors had a beneficial interest in the share capital of the company

Directors' responsibilities

The directors are responsible for preparing the directors’ report and the financial statements in 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 group and company financial statements 1n accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law) Under
company law the directors must not approve the financial statements unless they are satisfied that they give a true
and fair view of the state of affairs of the group and company and of the profit or loss of the group and company for
that period

In preparing these financial statements, the directors are required to
. select surtable accounting policies and then apply them consistently,
. make judgements and accounting estimates that are reasonable and prudent,

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

. prepare the financial statements on the going concern basis unless 1t 1s mappropriate to presume that the
company will continue i business

The dwrectors 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 ume 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 wrregularinies

Auditors

BDO LLP have expressed their willingness to continue 1n office and a resclution to reappoint them as auditors will
be proposed at the next annual general meeting All of the current directors have taken ali the steps that they ought
to have taken to make themselves aware of any information needed by the company's auditors for the purposes of
their audit and to establish that the auditors are aware of that information The directors are not aware of any
relevant audit informauon of which the auditors are unaware

On behalf of the Board

S L Stewart Date 2,6/8/"’ |

Director




I Henmg & Co Limited

Report of the independent auditors

Independent Auditor's Report To The Members Of [ Henmig & Co Limited

We have audited the financial statements of I Henmig & Co Lunuted for the year ended 31 December 2009 which
comprise the consohidated profit and loss account, the consolidated and company balance sheets, the consolidated
cash flow statement, the consolidated statement of total recognised gains and losses, the consolidated reconciliation of
movements (n sharcholders funds and the related notes The financial reporting framework that has been applied m
their preparation 1s applhicable 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, n accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the company’s members those
matters we are required to state to them 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 responstbilities of directors and auditors

As explained more fully m the statement of directors’ responsibilities, the directors are responsible for the preparation
of the financial statements and for being satisfied that they give a true and farr view  Qur responsibility 1s to audit the
financial statements 1n accordance with applicable law and International Standards on Auditing (UK and Ireland)
Those standards require us to comply with the Auditing Practices Board’s (APB’s) Ethical Standards for Auditors
Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from matenal misstatement, whether caused by fraud or
error This includes an assessment of whether the accounting policies are appropriate to the group’s and parent
company’s circumstances and have been consistently applied and adequately disclosed, the reasonableness of
significant accounting estimates made by the directors, and the overall presentation of the financial statements
Opinien on financial statements

In our opinion the financial statements

» give a true and fair view of the state of the group’s and parent company’s aftairs as at 31 December 2009 and
of the group’s profit for the year then ended,

s have been properly prepared in accordance with Umted Kingdom Generally Accepted Accounting Practice,
and

* have been prepared m accordance with the requirements of the Companies Act 2006

Opinion on other matters prescribed by the Companies Act 2006

In our opmion the information given n the directors’ report for the financial year for which the financial statements
are prepared 15 consistent with the financial statements




I Hennig & Co Limited

Report of the independent auditors (Continued)

Matters on which we are required to report by exception

We have nothing 1o report in respect of the following matters where the Compantes Act 2006 requires us to report to
you 1f, in our opinion

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

« the parent company financial statements are not in agreement with the accounting records and returns, or
e certain disclosures of directors’ remuneration specified by law are not made, or

o we have not received all the information and explanations we require for our audn

s (P

David Campbell (Semor Statutory Auditor)

For and on belalf of BDO LLP, statutory auditor
London
United Kingdom

Date zé/&)/la

BDO LLP 15 a imuted lrability partnership registered in England and Wales (with registered number OC305127)




I Hennig & Co Limited

Consohdated profit and loss account for the year ended 31 December 2009

Note
Turnover )
Cost of sales
Gross profit
Adminmistrative expenses
Before exceptional items 9,440,922
Exceptional item — amounts recovered
on investments 12 -
After exceptional 1tems
Other operating income 4
Operating profit 3
Income from other fixed asset investments
Loss on sale of fixed assets
Profit on ordinary activities before interest
Interest receivable and similar income 5
Interest payable and similar charges 5
Other finance (costs)/income 16
Profit on ordinary activities before taxation
Tax on profit on ordmary activities 8

Profit on ordinary activities after taxation

All amounts relate to continuing activities

The notes on pages 11 10 26 form part of these financial statements

2009
3

19,818,329
10,697,487

9,120,842

9,440,922

(320,080)

519,274
199,194
240,500
(45,619)

394,075

57,193
(899)
(184,110)

266,259

104,936

161,323

13,860,462

(1,002,000)

2008
5

79,550,699
62,917,731

16,632.968

12,858,462

3,774,506

676,979

4,451,485

4,451,485

196,629
(4,281)
123,654

4,767,487

939,463

3,828,024




I Henmg & Co Limited

Consolidated statement of total recognised gains and losses and consolhidated reconcihation of movement

1in shareholders’ funds for the year ended 31 December 2009

Note

Consolidated statement of total recogmised gains and losses

Profit for the financial year

Actuanal (loss) on defined benefit scheme 16
Deferred tax effect of actuanal loss 17
Exchange translation differences on consohdat:on

Total recogmised (losses)/gains since last financial statements

Consohdated reconcihation of movement in shareholders' funds

Profit for the financial year

Dividends 9
Other net recognised (losses) relating to the year

Net movement 1n shareholders' funds

Opening sharcholders’ funds

Closing shareholders’ funds

The notes on pages 11 to 26 form part of these financial statements

2009

161,323
(3,174,194)

888,774

32,047

(2,092,050)

161,323
(2,253,373)

(2,092,050)

10,202,890

8,110,840

2008

3,828,024
(1,369,990)
383,597
(106,587)

2,735,044

3,828,024

(1,000,000)
(1,092,980)

1,735,044

8,467,846

10,202,890




I Henmig & Co Limnted
Company Number 646001

Consolidated balance sheet at 31 December 2009

Fixed assets
Tangible assets
Investments

Current assets
Stocks
Debtors due in less than one year
Debtors due in more than one year
Cash at bank and 1n hand

Creditors amounts falling due
within one year

Net current assets

Net assets excluding pension scheme
habihties

Retirement benefits hiabilities

Net assets

Capital and reserves
Called up share caputal
Profit and loss account

Sharcholders' funds (equity)

Note

13
4
14
21

16

18
19

2009

534,011
3,373,471
393,286
7,740,877

12,041,645

2,949,761

2009

927,286

1,201,645

2,128,931

9,091,884

11,220,815

3,109,975

8,110,840

121,067
7,989,773

8,110,840

2008

620,067
4,532,061
318,145
8,784,754

14,255,027

5,318,282

The financ:al siatements were approved by the Board and authorised for 1ssue on 26/8’/!0

SL Stewart
Director

The notes on pages 11 to 26 form part of these financial statements

8

2008

1,182,344

1,201,645

2,383,989

8,936,745

11,320,734

1,117,844

10,202,890

121,067
10,081,823

10,202,890




I Henmg & Co Limtted
Company Number 646001
Company balance sheet at 31 December 2009

Note
Fixed assets
Tangible assets 11
Investments 12
Current assets
Debtors due in less than one year 14
Debtors due tn more than one year 14
Cash at bank and in hand
Creditors amounts falhng due
within one year 15
Net current assets
Net assets excluding retirement benefit
liabilities
Retirement benefits habihities 16
Net assets
Capatal and reserves
Called up share capital 18
Profit and loss account 19

Shareholders’ funds (equity)

2009 2009

$ $

679,388

654,124

1,333,512
2,802,039
1,702,378
6,228,633
10,733,050
1,628,989

9,104,061

10,437,573

3,109,975

7,327,598

121,067

7,206,531

7,327,598

2008 2008

$ $

837,985

653,910

1,491,895
1,400,191
2,022,795
8,057,344
11,480,330
2,038,607

9,441,723

10,933,618

1,117,844

9,815,774

121,067

9,694,707

9,815,774

The financial statements were approved by the Board and authorised for 1ssue on '26/3/”’

S L Stewan
Director

The notes on pages 11 to 26 form part of these financial statements

5




I Hennig & Co Limited

Consolhidated cash flow statement for the year ended 31 December 2009

Note

Net cash (outflow)/inflow from operating
activities 20

Returns on mvestments and
servicing of finance

Dividends from other investments
Interest recerved
Interest paid

wh LA

Net cash inflow from returns on
investment and servicing of finance

Taxation
Corporation tax (paid)
Group relief paid to parent

Capital expenditure and financial
investment

Purchase of tangible fixed assets
Sale of tangible fixed assets
Loans payments received

Net cash inflow from capital
expenditure and financial investment

Equity dividends pad

(Decrease) in cash n the year 21

2009
S

240,500
57,193

(899)

(57,352)

(36,321)
31,541
30,730

The notes on pages 11 to 26 form part of these financial statements

10

2009

(1,317,902)

296,794

(57,352)

25,950

(1,052,510)

2008

196,629
(4,281)

(327,439)
(831,918)

(186,381)

211,101

2008

1,619,351

192,348

(1,159,357)

24,720

(1,000,000)

(322,938)




I Hennmig & Co Limited

Notes forming part of the financial statements for the year ended 31 December 2009

1

Accounting policies

The financial statements have been prepared under the historical cost convention and are m accordance with
applicable accounting standards

The directors have given consideration to the cashflow forecasts and budgeted profitability of the company and
the 1 Henmg group for a period of not less than 12 months from the date of approval of these financial
statements Based on this the directors are of the opimion that the company 1s a going concern and therefore that
1t 1S appropriate to prepare on a going concern basis

Reporung currency

The financial statements have been prepared in US Dollars  As a matter of industry convention, diamonds have
for many years been priced in US Dollars As substantially all the group’s income 1s charged and received in US
Dollars the directors feel that US Dollars represent the most appropriate reporting currency The year end
exchange rate 1s $1 6149 to £1

Basis of consolidation and goodwill

The financial statements consolidate the accounts of the company and all of 1ts subsidiaries up to 31 December
20097

On acquisition of a business, fair values are atnibuted to the Group’s share of the identifiable assets and
lLiabilities of the business existing at the date of acquisitien and reflecting the condition as at that date Where the
cost of acquisition exceeds the fair value attributable to such net assets the difference 1s treated as purchased
goodwill and capitalised in the balance sheet Goodwill 1s then amortised through the profit and loss account
over the direciors’ estimate of 1ts useful economic Life Prior to the implementation of FRS 10, “Accounting for
goodwill and ntangible assets” purchased goodwill was written off directly to reserves and has not been
reinstated

Results of subsidiaries are included n the consolidated profit and loss account up to the date of rehnquishing
control The profit or loss on the disposal or closure of a previously acquired business includes the attributable
amount of any purchased goodwill relating to that business not previously charged through the profit and loss
account

The group provides for the munonity's share of net habilities only to the extent there 1s a commercial or legal
obligation (formal or 1mplied) to make good the minority's share of Liabihties through the provision of add:tional
finance that may not be recoverable Any provision made with respect to mmority debit balances 1s set directly
agamst the mmority interest in the profit and loss account and the balance sheet

The results and cash flows relating to a business are included in the consolidated profit and loss account and the
consolidated cash flow statement from the date of acquisition to the date of disposal

Turnover

Turhover represents amounts receivable, less value added tax, by the group in the ordinary course of business for
goods sold or supplied by 1t as principal and for services provided by 1t as brokers Credit 1s taken for dividends
when received, for valuation fees and brokerage commission when earned, and merchanting sales when effected
Didends

Equity dividends are recogmised when they become legally payable

Tangible fixed assets and depreciation

Depreciation 15 provided to write off the cost or valuation, less estimated residual values, of all assets evenly
over their useful lives It 15 calculated as follows

Long leasehold property - 2% straight Iine
Motor vehicles and equipment - 20%-33% straight line
Short leasehold improvements - over the length of the lease

11




I Henmig & Co Limited

Notes forming part of the financial statements for the year ended 31 December 2009 (Continued)

1 Accounting policies (Continued)

Stocks

Stocks are valued at the lower of cost and net reahisable value Net realisable value 15 based on estimated seiling
price less any further costs expected to be incurred to disposal

Deferred taxation

Deferred tax 1s provided 1o full on timing differences which result 1n an obligation at the balance sheet date to
pay more tax, or a right to pay less tax, at a future date, at rates that are expected to apply n the periods 1n which
the timing differences reverse Deferred tax assets are recognised to the extent that it 15 regarded as more likely
than not that they will be recovered Deferred tax balances are not discounted

Foreign currency transiation

Transactions 1n currencies other than the group’s functional currency are recorded at the spot rate ruling at the
beginning of the month in which the transaction occurred, which s not materially different from the rate on the
date on which the transaction occurred Monetary assets and habilities denominated in foreign currencies at the
balance sheet date are translated at the rates of exchange prevaihng at that date All exchange differences are
mciuded in the profit and loss account

The financial statements of overseas subsidiaries are translated at the rates of exchange ruling at the balance
sheet date Exchange differences arising from the re-translation of opening net assets are taken directly to
reserves

The principal US Dollar exchange rates used were as follows
Rate to 1 USS

Closing exchange rates 2009 2008
Pounds Sterling 0.619 0696
Euro 0697 0719
South African Rand 7.366 9245
Botswana Pula 6 662 7 582
Indian Rupee 46 534 48 720
Thai Baht 33,339 34 780
Israell Shekel 3788 3777

Finance and operating leases

Where the group has substannally all the nisks and rewards of ownership of an asset subject to a lease, the lease
1s treated as a finance lease Other leases are treated as operaung leases Future mstalments payable under
finance leases, net of finance charges, are included 1n creditors with the corresponding asset values recorded in
tangible fixed assets and depreciated over the shorter of therr estimated useful hves or their lease terms
Payments are apportioned between the finance etement, which 1s charged to the profit and loss account as
mterest and the capital element, which reduces the outstanding obligation for future instalments Operating lease
payments are charged to the profit and loss account in equat annual amounts over the penod of the leases

Pension costs and other post retirement benefits

Contributions to the group’s defined contribution scheme are charged to the profit and loss account m the year in
which they become payable

Under FRS 17, pension scheme assets are measured using fair values Pension scheme habihties are measured
using a projecied unit method and discounted at the current rate of return on a high quahty corporate bond of
equivalent term to the liability Each pension scheme surplus {to the extent that it 1s recoverable) or deficit 15
recognised 1n full, net of deferred tax and presented on the face of the balance sheet The movement n the
scheme surplus/deficit 1s spht between operating and financing items n the profit and loss account and the
statement of total recognised gans and losses The full service cost of the pension provision is charged to
operating profit The net impact of the unwinding of the discount rate on scheme liabilities and the expected
return on the scheme assets 1s charged/credited to other finance costs

12




I Hennig & Co Liumited

Notes forming part of the financial statements for the year ended 31 December 2009 (Continued)

2 Turnover

2009 2008
$ s

Class of business
Diamond broking 8,783,443 16,101,364
Diamond merchanting : 11,034,886 63,449,335

19,818,329 79,550,699

3 Operating profit

2009 2008
S b
This 15 arrived at after charging/ (crediting)
Depreciation of fixed assets 221,115 269,395
Auditors' remuneration - audit services 85,297 71,206
- services related to taxation - 5,3%0
Operating lease rentals - land & buildings 516,245 536,943
Exchange losses/(gains) 68,864 (118,006)
Defined contribution pension scheme cost 476,206 438,868
Defined retirement benefits scheme (credit)/cost (181,239 517,374
Admimstration costs of defined retirement benefits scheme 220,260 -
4 Other operating income
2009 2008
L 5
Other operating income consists of
Consultancy fees 451,667 463,510
Rent 3,751 4,464
Other income 63,856 209,005
519,274 676,979
5 Interest
2009 2008
3 5
Interest receivable and similar income
From banks 32,269 182,802
Other interest receivable 24,924 13,827
57,193 196,629
Interest payable and similar charges on borrowings
wholly repayable within five years
To banks 899 4,281




I Hennig & Co Limited

Notes forming part of the financial statements for the year ended 31 December 2009 (Continued)

6 Employees

Group Group Company Company
2009 2008 2009 2008
b s $ s

Staff costs consist of
Wages and salaries 5,256,767 7,339,168 1,957,352 3,997,374
Social secunty costs 441,782 636,098 273,074 507,449
Pension costs 498,484 870,290 264,517 634,154
6,197,033 8,845,556 2,494,943 5,138,977

Included within pension costs 1s a charge of $476,206 (2008 $438,868) relating to defined contribution pension
schemes

The average monthly number of employees {including directors) during the year was as follows,

Group Group Company Company
2009 2008 2009 2008
Brokers 17 18 4 5
Admnmistrative staff 25 31 10 16
42 49 14 21
7 Directors

2009 2008
h] g

Directors' remuneration consists of
Emoluments 1,815,095 1,613,635
Pension contributions 140,733 67,954
1,955,828 1,681,589

During the year 2 directors were members of the group’s defined benefit pension scheme (2008 2) and 3
directors were members of the group’s defined contribution scheme (2008 2)

Highest paid director 2009 2008
s s

Emoluments 821,005 1,028,180
Pension contributions 67,494 19,006
888,499 1,047,186

The highest paid director 15 also a member of the defined benefit pension scheme and had an accrued pension
entitlement at 31 December 2009 of $107,757 (2008 $83,134)

14




I Henmig & Co Limited

Notes forming part of the financial statements for the year ended 31 December 2009 (Continued)

8

9

10

Taxation
2009 2008
3 $
Current tax
UK corporation tax - 842,297
Adjustments in respect of previous periods (232,955) (148,988)
Foreign tax 125,003 46,915
Total current tax (see below) (107,952) 740,224
Deferred tax
Current year deferred tax 199,931 162,848
Prior year deferred tax 12,957 6,391
Tax on profit on ordnary activities 104,936 939,463

The tax assessed for the period 1s lower than the standard rate of corporation tax in the UK The differences are

explained below

Profit on ordinary activities before tax 266,259 4,767,487
Profit on ordinary activities at the standard rate of
corporation tax 1n the UK of 28% (2008 28 5%) 74,552 1,358,735
Effects of
Expenses not deductible for tax purposes 68,071 73,967
Losses utihsed (12,395) -
Non taxable losses/(gains) 73,056 (428,168)
Short term timing differences (199,791) (154,849)
Tax rate difference 4,889 32,881
Over provision 1n prioer year (232,955) (142,342)
Losses carried forward 116,621 -
Current year tax (credit)/charge (as above) (107,952) 740,224
Dividends
2009 2008
) 3

Equity shares
Ordinary shares
Dividend paid of $nil (2008 $14 71) per share - 1,000,000

Profit for the financial year

The company has taken advantage of the exemption allowed under Section 408 of the Companzes Act 2006 and
has not presented 1ts own profit and loss account i these financial statements The group profit for the year

includes the parent company loss after tax of $202,756 (2008 profit $2,205,563)

15




I Henmg & Co Limited

Notes forming part of the financial statements for the year ended 31 December 2009 (Continued)

11 Tangible assets

Long Short Motor
leasehold leasehold vehicles and
Group property 1mprovements equipment Total
5 5 3 $
Cost
At 1 January 2009 70,099 1,310,059 2,273,331 3,653,489
Exchange adjustment - 2,085 18,807 20,902
Additions - 1,468 34,853 36,321
Disposals - - {(211,810) (211,810)
At 31 December 2009 70,099 1,313,622 2,115,181 3,498,902
Depreciation .
At 1 January 2009 14,190 581,763 1,875,192 2,471,145
Exchange adjustment - (1,356) 15,362 14,006
Charge for the year 778 84,342 135,995 221,115
Disposals - - (134,650) (134,650)
At 31 December 2009 14,968 664,749 1,891,899 2,571,616
Net book value
At 31 December 2009 55,131 648,873 223,282 927,286
At 31 December 2008 55,909 728,296 398,139 1,182,344
Long Short Motor
leasehold leasehold vehicles and
Company property 1mprovements equipment Total
b $ b 5
Cost
At | January 2009 70,099 1,058,474 750,472 1,879,045
Exchange adjustment - 2,356 4,107 6,463
Additions - - 20,170 20,170
Disposals - - (132,275} (132,275)
At 31 December 2009 70,099 1,060,830 642,474 1,773,403
Depreciation
At 1 January 2009 14,123 410,756 616,181 1,041,060
Exchange adjustment - (24) 2,599 2,575
Charge for the year 845 70,757 33,893 105,495
Disposals - - (55,115) (55,115)
At 31 December 2009 14,968 481,489 597,558 1,094,015
Net book value
At 31 December 2009 55,131 579,341 44,916 679,388
At 31 December 2008 55,976 647,718 134,291 837,985

16




I Henmg & Co Limited

Notes forming part of the financial statements for the year ended 31 December 2009 (Continued)

12 Fixed assets investments

Group Group Company Company
2009 2008 2009 2008
3 5 5 5
Subsidiary undertakings - - 652,479 652,265
Other investments 1,201,645 1,201,645 1,645 1,645
Net book value 1,201,645 1,201,645 654,124 653,910
Subsidiary undertakings
Cost 5
At 1 January 2009 4,342,067
Additions 214
At 31 December 2009 4,342,281
Provisions
At 1 January 2009 and 31 December 20069 3,689,802
Net book value
At 31 December 2009 652,479
At 31 December 2008 652,265
[ Hennig & Co Limited has investments in the following companies
Country of
Name in¢orporation %* Nature of business
I Hennig & Co (USA) Ltd USA 100 Agency company
I Hennig & Co (Belgium) NV Belgium 100 Agency company
I Hennig & Co (Pty) Ltd Botswana 100 Agency company
[ Henmig & Co (Thailand) Limited Thailand 100 Agency company
I Henmig & Co (Hong Kong) Limited Hong Kong 100 Dormant company
I Henmig & Co (Overseas) Limited Israel 100 Agency company
IHBS Inc USA 65 Diamond merchants &
Consultants
Diamond Realisations Limited England & Wales 100 Investment holding company
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Notes forming part of the financizal statements for the year ended 31 December 2009 (Continued)

12

Fixed asset investments (Contintied)

Country of
Name incorporation
Clemente Business Limited Briish Virgin

Islands

Diamond Realisations Limited has the following subsidiaries

Country of
Name mcorporation
Diamond Realisations (Belgium) NV Belgium
Diamond Realisations {Overseas) Limited israel
Diamond Realisations India (Private)
Limited India

* Proportion of voting rights and ordinary share capnal held

Other investments

Cost
At 1 January 2009 & 31 December 2009

Provisions
At 1 January 2009 and 31 December 2009

Net book value
At 31 December 2009 and 2008

OA)*

100

l:l/“*

100

100

100

Nature of business

Investment holding company

Nature of business

Diamond merchants

Diamond merchants

Diamond merchants

Group Company
Unlisted Unlisted
Investments Investments
5 $

2,880,473 386,473
1,684,828 384,828
1,201,645 1,645

Clemente Business Limited (an | Henmg & Co Limited 100% subsidiary as listed above) owns 37% of the 1ssued

share capital of MDS Group Holdings Limited

MDS Group Holdings Limited has been accounted for as an mvestment and is included in the consohdated
balance sheet at its cost of investment less diminution 1n value as, in the opimon of the directors, the group does
not exercise significant influence over the management and operations of the company

Exceptional item

The carryimg value of the avestment in MDS Group Holdings was increased in 2008 by $1,002,000 to
$1,200,000 followmng significantly improved trading results and a corresponding increase n the value of the

group’s share of the net assets of the company
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Notes forming part of the financial statements for the year ended 31 December 2009 (Continued)

13 Stocks

Goods for resale

14 Debtors

Amounts falling due within one year

Trade debtors

Amounts owed by subsidiary undertakings
Corporation tax

Other debtors

Prepayments

Amounts falling due after more than one
year

Amounts owed by subsidiary undertakings
Long term loan

Deferred tax asset {note 17)

Other debtors

Total debtors

15 Creditors amounts falling due wathin one year

Trade creditors

Amounts owed to subsidiary undertakings
Amount owed to parent undertaking
Corporation tax

Other taxation and soctal security

Other creditors

Accruals

Group Group

2009 2008

b b

534,011 620,067

Group Group Company Company
2009 2008 2009 2008

3 $ S $
1,286,395 3,520,226 289,050 382,227
- - 684,178 384,628

400,174 181,162 289,765 -
1,435,214 570,950 1,307,179 405,858
251,688 259,723 231,867 227,478
3,373,471 4,532,061 2,802,039 1,400,191
- - 1,397,260 1,704,893

80,269 110,895 80,269 110,985
225,517 207,250 224,849 206,917
87,500 - - -
393,286 318,145 1,702,378 2,022,795
3,766,757 4,850,206 4,504,417 3,422,986
Group Group Company Company
2009 2008 2009 2008

s ) $ 5
1,130,751 3,191,857 160,825 107,012
- - 167,263 142,196

912,472 764,419 859,761 764,419
- - - (86,844)

372,261 228,092 246,361 228,092
69,543 92,953 4,498 3,694
464,734 1,040,961 190,281 880,038
2,949,761 5,318,282 1,628,989 2,038,607




I Henmg & Co Limted

Notes forming part of the financial statements for the year ended 31 December 2009 {Continued)

16 Retirement benefits

-

The company has four different classes of retirement benefits
o A defined contribution pens:on scheme
e A funded defined benefit pension scheme
«  An unfunded obligation to provide post-retirement health insurance

e  Other unfunded defined benefit pensions

The first class of benefit, the “defined contribution pension scheme”, has been accounted for 1n accordance with
Financial Reporting Standard 17 (FRS 17) and contrtbutions are therefore charged to the profit and loss account
in the year in which they become payable

The second class of benefit, the “funded defined benefit pension scheme”, operates through the company making
contributions to The Hattron Group Staff Benefits Plan However, the scheme closed to new members in 2003
and from | April 2009 ceased accruing further benefits for active members of the scheme

The scheme funds are admimstered by trustees and are mdependent of the company’s finances Deficit
contributions are paid to the scheme m accordance with the recommendations of an independent actuarial adviser
and the plan agreed with the trustees In 2010 the company will make a deficit contribution of £175,000 In
addition the company will meet the administration costs of running the scheme From 2011 to 2020 the
company will make an annual deficit contribution of £124,000 and continue to meet the administration costs of
running the scheme

The third class of benefit, “post retirement health msurance”, pays for the costs of healthcare for life for some
retirees and their spouses Currently the arrangement 1s insured through and premiums paid to BUPA

The fourth class of benefit, the “other unfunded defined benefit pensions”, represents unfunded pension
obligations of the company to three individuals

These last three types of retirement benefit have been accounted for as defined benefit schemes 1n accordance

with FRS 17  Accordingly, habilities have been calculated using the projected umit valuation method and
scheme assets are valued at fair value The rest of this note gives further information about these three schemes

Fmancial and Actuanal Assumptions

Based on actuarial advice updated as at 31 December 2009, the financial assumptions used 1n calculating
retirement benefits habilities were

2009 2008 2007 2006 2005
Price inflation 36% 2 8% 32% 29% 2 8%
Discount rate 56% 6 4% 59% 52% 4 8%
Pension mcreases 35% 2 6% 31% 2 9% 2 8%
Salary growth n/a 38% 4 2% 39% 38%
Medical advance inflation over retail price inflation 25% 2 5% 25% 25% 25%

Life expectancy of male aged 60 at accounting date 281yrs 291 yrs 29 yrs 256 yrs 255 yrs
Life expectancy of male aged 60 at 20 years after
accounting date 303 yrs 3153yrs 312yrs 26 8yrs 26 8 yrs
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Notes forming part of the financial statements for the year ended 31 December 2009 (Continued)

16 Retirement benefits (Continued)

The long-term rates of return expected (ER) on the main classes of the Hattron Group pension scheme assets, far
valued (FV) as at 31 December 2009, were as follows

2009 2008 2007 2006 2005

ER FV ER FV ER FV ER FV ER FV

$£'000 $°000 $000 $°000 $’000

Equities 80% 12,489 7 4% 9,084 76% 17259 75% 17,127  73% 18,622
Hedge funds 7 2% 1,994 7 2% 1,761 7 4% 2,331 7 3% 2,081 n/a -
Bonds 56% 3,440 6 4% 2,723 59% 3,969 52% 3,670 4 8% 716
Gults 4 3% 7,303 3 6% 6,815 4 4% 8,550 43% 7,451 n/a -
Property n/a - n/a - n/a - n/a - 57% 252
Cash 22% (1,017) 21% (203) 4 4% 330 52% (143 42% 2,326
Total 24,209 20,180 32,439 30,186 21,916

Assets & habilities of group pension schemes

Funded & Unfunded
unfunded pensioners

pensions health

benefits msurance Total Total

2009 2009 2009 2008

b3 $ $ $
Fair value of pension scheme assets (24,208,966) - {24,208,966) (20,179,523)
Present value of habilities 27,449,335 1,099,846 28,549,181 21,869,654

Deficit as at 31 December 3,240,369 1,099,846 4,340,215 1,690,131
Related deferred tax asset {note 17) (1,230,240) (572,287
Net pension habiity 3,109,975 1,117,844

Analysis of the amounts (credited)/charged to operating profit

Current service cost 61,832 - 61,832 517,374
Curtallment gain (243,071} - (243,071) -
(181,239) - (181,239) 517,374
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Notes forming part of the financial statements for the year ended 31 December 2009 (Continued)

16 Retirement benefits (Contmnued)
Funded & Unfunded
unfunded pensioners

pensions health
benefits  1nsurance Total Total
2009 2009 2009 2008
3 g s 5
Analysis of the amount charged to other finance costs
Expected returm on pension scheme assets (1,279,651) - (1,279,651} (1,941,200)
Interest cost on pension scheme habilities 1,394,130 69,631 1,463,761 1,817,546
Net finance costs/(income) 114,479 69,631 184,110 (123,654)
Analysis of the amount recognised 1n the Statement of
Total Recognised Gamns & Losses (“STRGL.”)
Actual return less expected return on pension scheme assets  (1,510,176) - (1,510,176) 5,705,840
Experience gains and losses arising on scheme habilities (674,326) - (674,326) 84,640
Changes 1n assumptions underlying the present value of 5,411,858 (53,162) 5,358,696 (4,420,490)
scheme Liabilittes
Actuanial loss / (gain) recognised in the STRGL 3,227,356 (53,162) 3,174,194 1,369,990
Movement in defined benefit obligation
Opening defined benefit obligation 21,869,654 33,996,279
Employers’ part of current service cost (181,239) 517,374
Interest cost 1,463,761 1,817,546
Actuanal loss / {gains) 4,684,370 (4,335,850)
Benefits and fund expenses paid (2,098,851) (1,456,689)
Exchange losses / (gains) 2,811,486 (8,668,997)
Closing defined benefit obligation 28,549,181 21,869,663
Movement in fair value of plan assets
Opening fair value of plan assets 20,179,523 32,438,818
Expected return on plan assets 1,279,651 1,941,200
Actuarial gain/(loss) 1,510,176  (5,705,840)
Contributions by the employer 827,233 1,074,462
Benefits and fund expenses paid (2,098,851) (1,456,689)
Exchange gains/(losses) 2,511,234 (8,112,419
Closing fair value of plan assets 24,208,966 20,179,532
Scheme deficit as at 31 December 4,340,215 1,690,131
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16 Retirement benefits (Connmued)

History of plan position, assets, habilities and experience gains and losses

2009 2008 2007 2006 2005
5000's $000's $000's 5000's $000's

Gross deficit 4,340 1,690 1,557 2,713 8,958
Fair value of pension scheme assets 24,209 20,180 32,439 30,186 21,916
Present value of pension scheme habilities 28,549 21,870 33,996 32,899 30,874
Actual less expected return on scheme assets (1,510) {5,706} (533) 939 2,384
Percentage of scheme assets 624%  2828% 1 64% 311% 10 90%
Experience gains & losses on scheme habilities (674) (85) (801) 1,170 (231
Percentage of scheme habuilities 2.36% 0 39% 236% 3 60% 0 70%
Total amount recognised in the STRGL* 3,174 (1,370) (1,151) 4,375 (590}
Percentage of scheme habilities 11 12% 626% 339% 13 30% 1 90%

*Statement of Total Recognised Gains & Losses

17 Deferred tax

The movements 1n deferred tax assets were as follows

Group  Company

2009 2009

Y 3

Asset as at 1 January 2009 779,337 779,202

Amount charged to the profit & loss account (212,553) (212,888)

Amount credited to the statement of total recogmsed gains & losses 888,774 888,774

Asset as at 31 December 2009 1,455,758 1,455,088
Reported in these financial statements within

Debtors {note 14} 225,517 224849

Retirement benefits hability (note 16) 1,230,240 1,230,240

Total deferred tax balance 1,455,757 1,455,089
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17  Deferred tax (Continued)

The elements of the deferred tax balance are as follows

Accelerated capital allowances
Other iming differences

Total deferred tax asset

18 Share capital

Allotnted, called up and fully pard
68,000 ordinary shares of £1 each

19 Reserves

At ] January 2009
Profit for the year
Dividends

Other recognised (losses)

At 31 December 2009

20 Reconcihation of operating profit to net cash flow from operating activities

Operating profit

Depreciation

Decrease 1n stocks
Decrease/(increase) 1n debtors
(Decrease)/increase 1n creditors
(Decrease) in provisions

Exchange & translation adjustments

Net cash (outflow)/inflow from operating activities

24

Group Group Company Company
2009 2008 2009 2008

$ 3 s $
59,777 102,015 59,109 101,682
1,395,980 677,522 1,395,980 677,522
1,455,757 779,537 1,455,089 779,204
2009 2008

5 5

121,067 121,067

Group Company

Profit Profit

and loss and loss

account account

$ 3

10,081,823 9,694,707

161,323 (202,756)

(2,253,373) (2,284,420)

7,989,773 7,206,531

2009 2008

3 $

199,194 4,451,485

221,115 269,395

86,056 156,705

1,291,615 (1,405,929)

(2,517,270) 443,366

(708,220) (2,115,675)

109,608 (179,996)

(1,317,902) 1,619,351
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21  Analysis of changes 1n net funds

At At

1 January Cash Exchange 31 Pecember

2009 flows movements 2009

5 3 3

Cash 8,784,754 (1,052,510) 8,633 7,740,877

22  Commtments under operating leases

As at 31 December 2009, the group had annual commitments under non-cancellable operating leases as set out
below

2009 2008
3 $

Operating leases which expire
After more than five years 516,245 536,943

23 Related party transactions

The company has taken advantage of the exemption within the Financial Reporting Standard No 8 “Related Party
Disclosures” not to disclose any transactions with entihes that are included in the consohdated financial
statements of [ Hennig & Co Limited where 100% of the voting rights are owned by the group

Transactions with directors

The managing director, Arik Sela, was advanced a loan by I Henmig & Co Limited in 1999 The loan 1s secured
on his home n Israel and 15 repayble by 30 April 2014

Interest 1s charged on the loan at the same rate as the 3 month US LIBOR {Londoen Interbank Offered Rate) The
transactions that occurred during the year are as follows

$
Balance at [ January 2008 188,994
Repayment received (32,500)
Interest charged 1,812
Balance at 31 December 2009 158,306
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Related party transactions (continued)

1HBS In¢

The following transactions took place between 1 Henmg & Co Limited and IHBS Inc, a company which 1s 65%
owned by the group

Investment loan
[ Henmg & Co Limited 1s providing IHBS Inc with an imvestment loan to help fund 1ts operations n 1ts early

years of operation The loan s provided at a fixed interest rate of 8% and 1s repayable by 2019 In 2009 the
following loan transactions occurred

2009

5

Balance at 1 January 2009* 441,758

Funds advanced 549,960

Interest charged 53,274

Other intercompany transactions (see below) (167,322)

Balance at 31 December 2009 877,670
The movements m the IHBS Inc investment loan provision were as follows

S

Provision at 1 January 2009* 441,758

Further provision made 435912

Provision at 31 December 2009 877,670

* The balance of the loan account as at 1 January 2009 has been adjusted for an amount of £162,500 n respect
of subscribed share capital in THBS Inc and 2008 unaccrued nterest of $14,258 The loan was fully provided
against both before and after the revision

Other intercompany transactions

Other intercompany transactions includes a charge by IHBS Inc to | Henmig & Co Limted for its share of
comnussion mvoiced by I Hennig & Co Limited In 2009 this charge amounted to $200,000 (2008 $400,000)

24 Ultimate parent undertaking

The directors regard Hattron Limited, a company registered 1n England and Wales, as the company's immediate
parent undertaking

Copies of that company’s financial statements are available from Companies House, Crown Way, Maindy,
Cardiff, CF4 3UZ

Theseus Limited, a company incorporated in the British Virgin Islands, 1s, in 1ts capacity as trustee of the
Westridge Fund, the ultimate controlhing party of I Henmig & Co Limited
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