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SG Hambros Bank Limited
REPORT OF THE DIRECTORS

The directors have pleasure 1n presenting their report, together with the audited financial statements of SG
Hambros Bank Limited (the “Bank™), for the year ended 31 December 2011

RESULTS FOR THE YEAR
The profit on ordinary activities after tax for the financial year ended 31 December 2011 1s £1,856,000
(2010 loss of £622,000)

An mtenm dividend of £26,914,433 was paid in 2011 (2010 £ml) The directors do not recommend
payment of a final dividend for the year 2011 (2010 £nil)

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

The Bank and 1ts subsidiaries form the private banking arm of the Société Générale Group (“SG Group”)
m the UK, the Channel Islands, Gibraltar, and Canada The Bank offers 1ts clientele an integrated wealth
management service, including the provision of banking products and trust structures as well as
investment management advice

In 2011, client deposits have reduced by 6%, reflecting a highly competitive UK market for deposits and
concerns for European bank credit worthiness This impacted the client assets under management of the
Bank which decreased by 5%, before market movements, to a balance of just over £ 27 billion at 31
December 2011 Whilst average staff headcount increased to 209 (2010 202), the headcount reduced at
the year end, reflecting the reduced level of chent activity The headcount as at Decemnber 2011 was 199
The average number of client relationship managers and assistants also reduced to 71 (2010 79)

During the year, in accordance with the hquidity risk appetite as defined by the board, the Bank has
reduced the amount of borrowing from group entities as the Bank’s available-for-sale securities have not
been replaced upon maturity Chent lending has grown strongly and, in accordance with the agreed
business plan, property backed lending s the major growth element of the loan portfolio with the Bank
maintainmg 1ts risk profile with an average loan-to-value ratio of 54%

On 27 May 2011, the Bank acquired the private clieat investment management business of Baring Asset
Management Limited This transaction 1s part of SG Hambros® ambition to continue to grow its business
across the United Kingdom and Channel Islands The business brings with 1t highly qualified and
experienced professionals 1n the wealth management sector and a client base with a similar geographic
coverage to that of the Bank

In December 2011, the Bank received a dividend of US$ 42million from its subsidiary in the Bahamas,
SG Hambros Bank and Trust (Bahamas) Limited This dividend represented the major share of this
subsidiary’s net assets, and an impairment review was undertaken An impairment was raised against the
mnvestment 1n the subsidiary On 6 January 2012 the Bank subsequently sold its remaining interest in 8G
Hambros Bank and Trust (Bahamas) Limited, and all underlying subsicharies and branches to the
Bahamian subsidiary of SG Private Banking Switzerland, for US$ 2,392,195, reahising a loss on disposal
of US $252,634

In January 2012, the Bank received a dividend of £164,000 1elating to the closure of the Channel Islands
activities of nts associate DAH Holdings company, and recetved a loan as shareholder for approximately
US$2 mulhon The Bank’s expectation 1s that this loan will be redeemed as and when a final dividend will
be distributed from the DAH Holding company

PRINCIPAL RISKS AND UNCERTAINTIES
The principal risks of the bank rematn credit or counterparty risk and hiquidity risk

CREDIT RISK

During 2011, the bank experienced some further deterioration in the credit ratings of some financial
counterparttes, reflecting underlying sovereign risk concerns The Bank’s view 1s that these changes have
not been so severe as to suggest the necessity of any impaurment, and no issues regarding redemptions and
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interest payments have been experienced The Bank continues to manage holdings withm authonised
limits and regular impairment reviews are undertaken in the Group Asset and Liability Committee
(*ALCO") The Bank has experienced a similar level of provisioning as in 2010 related to a limited
number of client loans, but there remains a very low level of chient default in the portfoho, reflecting
conservative loan to value policies The Bank continues to grow its property secured client lending
portfolio at stmilar levels of loan-to-value

GOING CONCERN INCLUDING LIQUIDITY MANAGEMENT

Note 31 to the financial statements includes the Bank’s objectives, polictes and processes for managing its
capital, its financial nsk management objectives, details of its financial instruments and hedging activities,
and 1ts exposures to credut risk and hquidity risk

The Bank has maintained at all times over the year sufficient higuid asset buffer investments to operate
within the business risk appetite as defined in 1its Internal Capital Adequacy Assessment Process document
(the “ICAAP”) and for survival under prescribed stress scenarios mcluding combined stressed scenarios
Liquidity momitoring under stress 1s monitored frequently by the Group ALCO and reported regularly to
the Directors of the Board

The directors believe that the Bank 1s well placed to manage 1ts business risks successfully despite the
curtent uncertam economic outlook After consideration, the directors have a reasonable expectation that
the Bank has adequate resources to continue in operational existence for the foreseeable future
Accordingly, the going concern basis will continue to be adopted in preparing the annual report and
financial statements.
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DIRECTORS
The following were directors during the financial year
Chairman W J Newbury
Chief Executive E E Barnett
Other Directors J P Flais
D Truchi
Y Thieffry (resigned 08 02 11)
C C G Clarke
1 Fisher

J Rupoll (resigned 06 07 11)
J Coulsseon (appointed 06 07 11}

DIRECTORS’ INTERESTS
No director had a beneficial interest in the shares of the Bank or its subsidiaries during the year

EMPLOYMENT OF DISABLED PERSONS

The Bank supports the employment of disabled persons, where possible, i recruitment, by retention of
those who become disabled during their employment, and generally through traiming, career development
and promotion

EMPLOYEE INVOLVEMENT

The Bank pays particular regard to the involvement of employees generally in the Bank’s activities and
achievements Employees are kept aware of particular developments by means of a regular circulation of
copies of press notices, memoranda and a separate employee report by means of an intranet site

DONATIONS
The Bank made charitable donations of £36,467 during the year (2010 £2,590) No political donations
were made during the year

CREDITORS PAYMENT POLICY

The Bank 1s committed to establishing mutually beneficial relationships with 1ts suppliers and it 1s the
policy to pay them within 30 days of the invoice date, or as otherwise agreed The aggregate amount
owed to trade creditors at 31 December 2011 represented 6 days (2010 7 days) of purchases (based on the
aggregate amount mvoiced by suppliers during the financial year)
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AUDITOR

Deloitte LLP have indicated thewr wilhingness to be reappointed for another term and appropriate
arrangements have been put in place for them to be deemed reappointed as auditors in the absence of an
Annual General Meeting

Each of the persons who 1s a director at the date of approval of this report confirms that

- as far as the director 1s aware, there 1s no relevant audit information of which the Bank’s auditors
are unaware, and

- the director has taken all the steps that he ought to have taken as a director 1n order to make
himself aware of any relevant audit information and to estabhish that the company’s auditors are
aware of that information

This confirmation 1s given and should be nterpreted in accordance with the provisions of s418 of the
Companies Act 2006

BY ORDER OF THE BOARD

Jean-Pierre Flais

Director
Date:




SG Hambros Bank Limited
STATEMENT OF DIRECTORS™ RESPONSIBILITIES

The directors are responsible for preparing the financial statements in accordance with applicable laws
and regulations Company law requires the directors to prepare financial statements for each financial
year Under that law the directors have elected to prepare financial statements in accordance with United
Kingdom Generally Accepted Accounting Practice (Unmited Kingdom Accounting Standards and
applicable law)} Under Company law the directors must not approve the accounts unless they are satisfied
that they give a true and fair view of the state of affairs of the Bank and of the profit and loss of the Bank
for that period

In preparing those financial statements, the directors are required to
®  seiect suitable accounting policies and then apply them consistently,
¢ make judgements and estimates which 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, and

&  prepare the financial statements on the going concern basis, unless 1t 1s inappropriate to presume that
the Bank will continue n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explam the Bank’s transactions and disclose with reasonable accuracy at any time the financial position of
the Bank and enable them to ensure that the financial statements comply with the Companies Act 2006

They are also responsible for safeguarding the assets of the Bank and hence for taking reasonable steps for
the prevention and detection of fraud and other rregularities

The directors are responsible for the mamtenance and integrity of the corporate and financial information
inc¢luded on the Bank’s website Legislation in the United Kingdom governing the preparation and
dissemmnation of financial statements may differ from legislation n  other junisdictions




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SG HAMBROS BANK
LIMITED

We have audited the financial statements of SG Hambros Bank Limited for the year ended 31 December
2011 which compnise the Profit and Loss Account, the Balance Sheet, the Statement of Total Recognised
Gains and Losses and the related notes 1 to 34 The financial reporting framework that has been applhed in
therr preparation 1s applicable law and Umited Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice)

This report 1s made solely to the company’s members, as a body, 1 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 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 company’s members as a body, for our audit work, for this report, or for the opintons we
have formed

Respective responsibilities of directors and auditor

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

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures n the financial statements
sufficient to give reasonable assurance that the financial statements are free from material misstatement,
whether caused by fraud or error This includes an assessment of whether the accounting policies are
appropriate to the company’s circumstances and have been consistently apphed and adequately disclosed,
the reascnableness of significant accounting estimates made by the directors, and the overall presentation
of the financial statements In addition, we read all the financial and non-financial information n the
annual report to 1dentify material inconsistencies with the audited financial statements If we become
aware of any apparent material misstatements or inconsistencies we considered the implications for our
report

Opinion on financial statements
In our opinion the financial statements

. give a true and fair view of the state of the company’s affairs as at 31 December 2011 and of 1ts
profit for the year then ended,

. have been properly prepared 1n accordance with United Kingdom Generally Accepted Accounting
Practice, and

] have been prepared 1n accordance with the requirements of the Compames Act 2006

Opmion on other matter prescribed by the Companies Act 2006
In our opnion the informatien given in the Drrectors’ Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements




Matters on which we are required to report by exception
We have nothing to report 1n respect of the following matters where the Companies Act 2006 requires us
to report to you 1if, 1n our opinion
. adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us, or
the financial statements are not 1n agreement with the accounting records and returns, or
certain disclosures of directors’ remuneration specified by law are not made, or
we have not received all the information and explanations we require for our audit

QBlash S

Stuart Bamett (Senior statutory auditor)

for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
London

United Kingdom

Date 90 Mpecn ROV




SG Hambros Bank Limited

PROFIT AND LOSS ACCOUNT
For the year ended 31 December 2011

Notes 2011 2010
£000 £°000
Interest recervable 2 30,749 30,317
Interest payable 3 (14,170) (12,890)
NET INTEREST INCOME 16,579 17,427
Fees and commissions income 22,792 20,350
Fees and commissions expenses (1,721) (304)
Net fee and commaission income 4 21,071 20,046
Net trading income 5 3,601 2,708
Other operating income 6 27,141 653
OPERATING INCOME 68,392 40,834
Administrative expenses 7 (36,096) (34,381)
Amortisation 19 918) 671
Depreciation 20 (639) (1,106)
Impamment of Financial Assets 25 (709) (741)
Impairment of shares in group undertakings 17 & 18 (27,019) (3,212)
PROFIT ON ORDINARY ACTIVITIES BEFORE TAX 8 3,011 723
Tax on profit on ordinary activities 11 (1,155} (1,345)
PROFIT / (L.OSS) ON ORDINARY ACTIVITIES AFTER TAX 1,856 (622)

RETAINED FOR THE YEAR

The results for the years ended 31 December 2011 and 31 December 2010 are derived from continuing
operations

The statement of accounting policies and notes on pages 14 to 46 form part of these financial statements
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SG Hambros Bank Limited

BALANCE SHEET
As at 31 December 2011

ASSETS

Cash

Loans and advances to banks
L.oans and advances to customers
Derivative financial instruments
Financial investments
Participating nterest

Shares in group undertakings
Gooedwill

Tangible fixed assets

Deferred tax assets

Other assets

Prepayments and accrued income

Total assets

LIABILITIES

Deposits by banks

Customer accounts

Derivative financial instruments
Provisions for tax

Other habilities

Accruals and deferred income

Total Liabihities

SHAREHOLDERS’ FUNDS

Called up share capital
Share premium account
Profit and loss account
Available-for-sale reserve
Undistributable reserves

Shareholders’ funds

Total habilities and shareholders’ funds

Notes

12
13
14
16 & 25
18
17
19
20
21
22
22

23
24
14

26
26

27
28
28
28
28

2011 2010
£2000 £2000

40 53
111,992 61,920
593,602 508,684
2,877 4,104
404,994 791,082
1,555 1,660
124,863 152,061
13,347 8,054
1,214 1,287
1,205 1,229
2,129 2,361
2,700 3,433
1,260,518 1,535,928
115,292 308,907
860,577 914,537
4,575 9,870
1,652 2,382
4,895 2,602
16,649 18,135
1,003,640 1,256,433
143,800 143,800
45,500 45,500
22,501 47559
2,577 136
42,500 42,500
256,878 279,495
1260518 1,535,928




SG Hambros Bank Limited

BALANCE SHEET (CONTINUED)
As at 31 December 2011

Approved by the Board of Directors on and authorised for 1ssue and
signed on 1ts behaif by

Jean-Pierre Flais

*
Y

Director

The statement of accounting policies and notes on pages 14 to 46 form part of these financial statements

Registered No 964058
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SG Hambros Bank Limited

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

For the year ended 31 December 2011

Profit / (Loss) for the financial year

Gains on revaluation of available-for-sale
investments taken to equity

Deferred Tax on available-for-sale investments taken to equity

Transfer to profit or loss on sale of available-for-sale investments

Total recognised gains and losses relating to the year

Notes

28

28

28

28

2011 2010
£7000 £°000
1,856 (622)
3,547 2,203
(880) (434)
(226) (652)
4,297 495




SG Hambros Bank Limited

STATEMENT OF ACCOUNTING POLICIES
For the year ended 31 December 2011

ACCOUNTING CONVENTION

The financial statements are prepared on the historical cost basis of accounting except for available-for-sale
instruments and derivatives which are recorded at fair value They have been drawn up 1n accordance with
applicable accounting standards i the United Kingdom

GOING CONCERN

The Bank’s financial statements are prepared on a going concern basis as the Directors believe there are no
material uncertamtes that lead to sigmificant doubt cencerning the entity’s ability to continue as a going
concern The directors’ report on pages 3-5 provides more information on the going concern review

GROUP FINANCIAL STATEMENTS

SG Hambros Bank Limited (the “Bank™) 1s exempt by virtue of Section 400 of the Companies Act 2006, from
the requirement to prepare group financial statements and deliver them to the Registrar of Companies These
financial statements present information about the Bank as an individual undertaking and not about 1ts group
The Bank 1s included 1n the consohdated financial statements of Société Générale SA (“SG’™) which 1s
incorporated 1n France

CASH FLOW STATEMENT

Under Financial Reperting Standard 1 (Revised) the Bank 1s exempt from the requirement to prepare a cash
flow statement This 1s on the grounds that for the year ended 31 December 2010 more than 90% of the voting
rights were controlled by Société Générale SA and a consolidated cash flow statement, including the cash
flows of the Bank for this year, 15 included 1n Société Générale SA’s financial statements for the year ended 31
December 2011 which are publicly available

FAIR VALUE OF FINANCIAL INSTRUMENTS
The financial assets and habilities are classified into available for sale, loans and rcceivables, financial assets
and habilhities designated to fair value through profit and loss, held-to-maturity and held for trading n
accordance with FRS 26 The Bank has not designated any financial investments or debt securities as fawr
value through profit and loss, on adoption of FRS 26

FINANCIAL ASSETS AND LIABILITIES

Purchase and sale of non-derivative financial assets and liabihities at fair value through profit or loss, financial
assets held-to-maturity and available-for-sale financial assets are recogmised in the balance sheet on the
settlement date while derivatives are recognised on the trade date Changes in fair value between the trade and
settlement dates are booked in the income statement or to shareholders’ equity depending on the relevant
accounting category Loans and receivables are recorded in the balance sheet on the date they are paid or on
the maturity

When imitially recognised, financial assets and habilities are measured at fair value plus transaction costs




SG Hambros Bank Limited

STATEMENT OF ACCOUNTING POLICIES
For the year ended 31 December 201 1

FINANCIAL ASSETS AND LIABILITIES (CONTINUED)

(1) Loans and receivables

Loans and advances to banks and customers include non-derivative financial assets with fixed or determinable
payments that are not quoted 1n an active market and neither held for trading purposes nor ntended for sale
from the time they are originated or contributed After inial measurements, these loans and advances are
subsequently measured at amortised costs using the effective nterest rate method, less allowance for
impairment Amortised cost 1s calculated by taking into account any premium or discount on acquisition and
fees and costs that are an integral part of the effective interest rate method

(1) Held for trading assets and habilities

These are financial assets and liabilities held for trading purposes They are booked at fair value at the balance
sheet date and recognised n the balance sheet under investments - Financial assets or liabiliues at fair value
through profit and loss Changes in fair value are recorded in the profit and loss account as net gamns or losses
on financial instruments at fair value through profit and loss

(1) Held-to-maturity financial assets (“HTM")

These are non-derivative financial assets with fixed or determined payments and a fixed matunty, that are
quoted in an active market and which the Bank has the ntention and ability to hold to maturity They are
valued after acquisition at their amortised costs and may be subject to impairment as appropriate The
amortised cost includes premiums and discounts as well as transaction costs and they are recognised in the
balance sheet under investments

(v} Available-for-sale financal assets (“AFS")

These are debt securities held for an indeterminate period which the Bank may sell at any time Afier initial
measurement, available-for-sale financial investments are subsequently measured at fawr value Unrealised
gamns or losses are recognised directly in equity n the *Available-for-sale reserve’ When the mmvestment 1s
disposed of or if 1t becomes part of fair value hedging relationship, the cumulative gain or loss previously
recogmised 1 the reserve 1s included 1n the profit and loss for the pertod

EFFECTIVE INTEREST METHOD

The effective interest method 1s a method of calculating the amortised cost of a financial asset and of
allocating interest income over the relevant period The effective interest rate 1s the rate that exactly discounts
estimated future cash receipts (including all fees paid or received that form an integral part of the effective
mterest rate, transaction costs and other premiums or discounts) through the expected hife of the financial asset,
or, where appropriate, a shorter period

Income 1s recognised on an effective interest basis for debt instruments

LEASES

Rentals under operating leases are charged on a straight-line basis over the lease term, even if the payments are
not made on such a basis Benefits received and receivable as an incentive to sign an operating lease are
similarly spread on a straight-line basis over the lease term, except where the penod to the review date on
which the rent 1s first expected to be adjusted to the prevailing market rate 1s shorter than the full lease term. n
which case the shorter period 15 used

NET INTEREST INCOME

Net interest income comprises income from banking activities, namely interest receivable on loans, advances,
deposits placed and investment in debt securities less interest payable on deposits taken Interest ansing from
the internal funding of dealing activities 1s mncluded within interest receivable Revenue 1s recognised as
nterest accrues using the effective interest method
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SG Hambros Bank Limited

STATEMENT OF ACCOUNTING POLICIES
For the year ended 31 December 2011

NET TRADING INCOME
This comprises profits and losses from foreign exchange activities and from dealing 1n financial mstruments,
including interest and dividends receivable, less associated funding costs

DIVIDENDS
Revenue 1s recognised when the Bank’s right to receive payment 1s established

FEES AND COMMISSIONS INCOME
Fees and commissions are recognised on an accruals basis Arrangement fees are booked as deferred income
on the balance sheet and recognised 1n the profit and loss account over the period of the arrangement

FOREIGN CURRENCIES

Monetary assets and habilities denominated n foreign currencies have been translated into sterling at the rates
of exchange ruling at the balance sheet date Net income 1n foreign currencies 1s translated into sterling and
recorded at the rates of exchange ruling at the end of each day

Foreign currency equity investments hedged by foreign currency borrowings or foreign exchange contracts are
translated into sterling at the rates of exchange ruling at the balance sheet date and the exchange differences
ansing taken to the profit and loss The exchange difference ansing on related foreign currency borrowings 1s
also taken to the profit and loss

PENSION COSTS

The Bank operates a defined contribution pension scheme and contributes to a Société Générale UK defined
benefit pension scheme and the Société Générale Group scheme Contributions are charged to the profit and
loss account as they become payable 1n accordance with the rules of the scheme

PROVISIONS FOR LIABILITIES
A provision is recognised when the Bank has a legal or constructive obligation as a result of a past event and it
is probable that an outflow of economic benefits will be required to settle the obligation

PROVISIONS FOR BAD AND DOUBTFUL DEBTS

Specific provisions are made against loans and advances when, as a result of a detailed apprasal of the loans
and advances portfolio, 1t 15 considered that recovery 15 doubtful Specific provisions are deducted from loans
and advances Provisions made during the year (less amounts released and recoveries of amounts written off
n previous years) are charged aganst profits When the collection of interest 1s 1n significant doubt 1t 1s
credited to a suspense account Where there 1s no longer any realistic prospect of recovery the outstanding
debt 1s written off
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STATEMENT OF ACCOUNTING POLICIES
For the year ended 31 December 2011

IMPAIRMENT OF FINANCIAL ASSETS

Fmancial assets, other than those held at fair value through profit and loss, are assessed for ndicators of
impairment at each balance sheet date Financial assets are impaired where there 1s objective evidence that, as
a result of one or more events that occurred after the imitial recognition of the financial asset, the estimated
future flows of the investment have been impacted

Objective evidence of impairment could include

- significant financial difficulty of the 1ssuer or counterparty, or
- default or delinquency n interest or principal payments, or
- 1t becoming probable that the borrower will enter bankruptey or financial re-organisation

DERECQGNITION OF FINANCIAL ASSETS

The Bank derecognises a financial asset only when the contractual rights to the cash flows from the asset
expire, or it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to
another entity If the Bank neither transfers nor retains substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Bank recognises 1ts retamned interest in the asset and an
associated liability for amounts it may have to pay If the Bank retains substantially all the nisks and rewards of
ownership of a transferred financial asset, the Bank continues to recognise the financial asset and also
recognises a collateralised borrowing for the proceeds received

DERIVATIVE FINANCIAL INSTRUMENTS

The Bank enters into a variety of derivative financial insiruments to manage its exposure to mterest rate and
foreign exchange rate risk, including foreign exchange forward contracts, interest rate swaps and options
Further details of derivative financial instruments are disclosed in the ‘Financial mstruments’ note to the
financial statements

Derivatives are mitially recogmised at fair value at the date a derivative contract 15 entered mto and are
subsequently remeasured to their fair value at each balance sheet date A derivative with a positive fair value 1s
recognised as a financial asset whereas a derivative with a negative fair value 1s recognised as a financial
hability The resulting gamn or loss 1s recogmsed mn the profit and loss account immediately unless the
derivative 1s designated an effective hedging instrument, 1n which event the timing of the recognition in the
profit and loss account depends on the nature of the hedge relationship The Bank designates certain
derivatives as either hedges of the fair value of recognised assets or liabihities or firm commitments (fair value
hedges), hedges of highly probable forecast transactions or hedges of foreign currency nsk of firm
commitments (cash flow hedges), or hedges of net investments mn foreign operations

A dervative 1s presented as a non-current asset or a non-current liability 1f the remaining maturity of the
mstrument 1s more than 12 months and 1t 15 not expected to be reahsed or settled within 12 months Other
derivatives are presented as current assets or current hiabilities

CURRENT TAX
Current tax 1s provided at amounts expected to be paid (or recovered) using the tax rates and laws that have
been enacted or substantively enacted by the balance sheet date

DEFERRED TAX

Deferred tax 1s recognised wn respect of all timing differences that have originated but not reversed at the
balance sheet date where transactions or events have occurred at that date that will result in an obligation to
pay more, or right to pay less tax, with the exception of deferred tax assets which are recognised only to the
extent that the directors consider that it 1s more hkely than not that there will be suitable taxable profits from
which the future reversal of the underlying timing differences can be deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply 1n the periods n
which timing differences reverse, based on tax rates and laws enacted or substantively enacted at the balance
sheet date
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SG Hambros Bank Limited

STATEMENT OF ACCOUNTING POLICIES
For the year ended 31 December 2011

INVESTMENTS IN GROUP UNDERTAKINGS
The carrying value of the Bank’s investments 1n subsidiary undertakings 1s stated at historical cost adjusted for
any movement mn foreign exchange rate less any provisien for impairment

PARTICIPATING INTERESTS

Participating interests are mmvestments m companies, not being group undertakings, whose directors include
representatives of the Bank The Bank intends to hold these investments long term with the purpose of
securtng a contribution to the Bank’s profits Such interests are stated at cost less any provision for
impairment

TANGIBLE FIXED ASSETS
Tangible fixed assets are stated at cost, net of depreciation and any provision for impairment They are written
off on the straight-line basis over therr estimated useful lives as follows

Leasehold properties 3 years
Computer equipment 3 - 5 vyears
Furniture, fixtures and fittings 10 years

The carrying values of tangible fixed assets are reviewed for impawrment when events or changes n
circumstances indicate the carrying value may not be recoverable

RELATED PARTY TRANSACTIONS

Under Financial Reporting Standard 8, the Bank 1s exempt from the requirement to disclose related party
transactions within the Société Générale Group on the grounds that for the year ended 31 December 2010
100% of the voting rights were controlled by Société Générale SA whose financial statements are publicly
available

INTANGIBLE ASSETS - GOODWILL

Goodwill anising on the acquisition of subsidiary undertakings and businesses, representing any excess of the
fair value of the consideration given over the fawr value of the identifiable assets and liabihties acquired, 1s
capitalised and written off on a straight line basis over 1ts useful economic life The useful economic hfe for
the goodwill resulting from the acquisitions of ABN Amro’s private banking business and Baring Asset
Management’s private banking business 15 15 years, reflecting the nature of the long-term relationships and
low aftrition rates A review for impairment indicators 1s carried out periodically, and provision 1s made for
any 1mpamrment Impairment indicators would include the loss of client assets under management or a
reduction of future mmcome generating capacity

HEDGE ACCOUNTING

The Bank makes use of derivative instruments to manage exposures 1o interest rate, foreign currency and credit
risks, including exposures arising from forecast transactions and firm commitments In order to manage
particular risks, the Bank applies hedge accounting for transactions which meet the specified criternia

At inception of the hedge relationshap, the Bank formally documents the relationship between the hedged 1tem
and the hedgmng instruments. including the nature of the risk. the objective and strategy for undertaking the
hedge and the method that will be used to assess the effectiveness of the hedging relationship

Also at inception of the hedge relationship, a formal assessment 1s undertaken to ensure that the hedging
mstrument 15 expected to be highly effective in offsetting the designated risk i the hedged item Hedges are
formally assessed each quarter A hedge 1s expected to be highly effective if the changes in fair value or cash
flows attributable to the hedged risk during the period for which the hedge 1s designated are expected to offset
n a range of 80% to 125% For situations where the hedged item 15 a forecast transaction, the Bank assesses
whether the transaction 1s highly probable and presents an exposure to variatiens in cash flows that could
ultimately affect the income statement
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SG Hambros Bank Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

HEDGE ACCOUNTING (CONTINUED)

Fair value hedges

For designated and qualifying fair value hedges, the change in fair value of a hedging derivative 1s recognised
in the income statement 1n ‘Net trading income’ Meanwhile the change 1n the fair value of the hedged item
attmibutable to the nisk hedged 1s recorded as part of the carrymmg value of the hedged item and 1s also
recognised in the income statement n “Net trading income’

If the hedging instrument expires or 1s sold, terminated or exercised, or where the hedge no longer meets the
criteria for hedge accounting, the hedge refationship 1s terminated and the face value 1s amortised over the
remaining term of the original hedge using the effective interest rate method 1f the hedge 1s derecognised, the
unamortised fair value adjustment 1s recognised immediately in the income statement
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SG Hambros Bank Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

SEGMENTAL ANALYSIS

The Statement of Recommended Practice on Segmental Reporting by Bank recommends, nter alia, operating
profit and net assets to be disclosed by class of busmess and geographical segment No such analyses have
been presented, since the Bank operates 1n a single segment, private banking, based primarily in the United
Kingdom

INTEREST RECEIVABLE

2011 2010
£000 £°000
Due from banks 419 450
Loans and advances to customers 13,310 9,426
Financial investments- available-for-sale 11,955 14,425
Financial investments- held-to-matunty 3,428 4,312
Other 1,637 1,704
30,749 30,317

INTEREST PAYABLE
2011 2010
£°000 £2000
Due to banks 2,385 2,860
Due to customers 3,963 3,175
Other 7,822 6,855
14,170 12,890

NET FEE AND COMMISSION INCOME

Included in the net fee and commission income 15 £898,065 (2010 £799,465) of fee mcome relating to trust
and other fiduciary activities
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SG Hambros Bank Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

NET TRADING INCOME

2011 2010
£7000 £000
Other interest rate instruments (976) (256)
Foreign exchange 771 3,088
Hedge neffectiveness from fair value hedging
- Losses on hedged 1tems attributable to the hedged risk (4,299) (3,339)
- Gaimns on hedging instruments 8,105 3,215
3,601 2,708

The results of trading money market mstruments, interest rate swaps, options and other derivatives are
recorded under ‘Other interest rate instruments’

‘Foreign exchange’ income ncludes gamns and losses from spot and forward contracts and other currency
derivatives

OTHER OPERATING INCOME

2011 2010
£000 £7000
Dhividend income from

- other equity investments 1 1

- subsidiaries 26,914 -
Losses from sales of available-for-sale financial investments (54) (85

Gains from sales of available-for-sale financial investments 280 737

27,141 653

SG Hambros Bank & Trust (Bahamas) Ltd paid a dividend of US$ 42,000,000 (sterling equivalent
£26,914,433) The value of the investment in this subsidiary has also been wrnitten down (Note 17)

ADMINISTRATIVE EXPENSES

2011 2010
£000 £°000

Staff costs
- Wages and salaries 19,982 20,465
- Social security costs 2,211 2,422
- Pension costs (Note 10) 1,962 1,042
- Other staff costs 1,306 1,311
Other administrative expenses 10,635 9,141

36,096 34,381

The average number of employees during the year was 209 (2010 202) In addition 1 (2010 nil) contracted
employee was seconded to work n a subsidiary company All employees were employed in private bankmg
based principally in the United Kingdom
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SG Hambros Bank Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

PROFIT ON ORDINARY ACTIVITIES BEFORE TAX

Profit on ordinary activities before taxation 1s stated after the following charges

2011 2010
£000 £000

Auditors’ remuneration
- Audit of the bank 207 276
- Non-audit work - -

DIRECTORS' REMUNERATION

2011 2010

£000 £°000

Salary and benefits 590 535
Performance related benefits 331 400
Company contributions to money purchase schemes 23 17
944 952

Benefits comprise provision of motor cars, accommeodation, subsidised loans and private health care insurance

The emoluments of the highest paid director were as follows

2011 2010
£2000 £°000
Salary and benefits and performance related bonuses 419 396

Company contributions to money purchases schemes - -

The accrued pension of the highest paid director as at 31 December 2011 was £62k (2010 £57k)

2011 2010
No. No.
The number of directors accruing berefits under the following
schemes during the year was
SG UK Defined Benefit Scheme 1 L
SG Hambros Defined Contribution Scheme 1 1

Three of the current non-executive directors are employed by Société Genérale SA, emoluments for these
directors are included in the statutory financial statements of Société Genérale SA and are excluded from the
figures above
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SG Hambros Bank Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

PENSION COSTS

All employees are covered by SG Group pension schemes, subject to their satisfving mimmum entry
requirements The schemes are of both the defined benefit and defined contribution type The total pension
cost for the Bank was £1,962,416 (2010 £1,042,107)

Defined Benefit Scheme

The Bank participates in a multi-employer scheme, the SG UK Defined Benefit Scheme (“the Scheme™) This
Scheme 1s not open to new members The Scheme was created with effect from 1 January 2004 following the
merger of the Société Générale Group Retirement and Death Benefit Scheme for United Kingdom Staff (the
[.ondon Branch Scheme) and the Société Générale Strauss Turnbull Securities Limited Pension Scheme (the
SGST Scheme) with the SG Hambros Scheme To effect this merger, the assets and habilities of the SGST and
London Branch schemes were transferred into the SG Hambros Scheme In addition, members of the SG
Hambros Scheme received benefit improvements and the financial effects of these benefit inprovements are
reflected in the disclosure below

The Scheme 1s a "multi-employer scheme", 1in accordance with paragraphs 8-12 of the FRS 17 The Durectors
based on the advice of the Scheme Actuary consider that, in accordance with paragraph 9(b) of the Standard,
the Bank 1s unable to identify on a consistent and reasonable basis its share of the underlying assets and
habilities of the Scheme Therefore, for the purposes of FRS 17, the Bank accounts for 1ts pension cost arising
under the Scheme as 1f 1t were a defined contribution scheme

The total defined benefit penston cost and contribution for the Bank was £755,845 1n 2011 (2010 credit of
£199,518)

FRS 17 Disclosures

For the purpose of FRS 17 only, the results of the valuation of the assets and habilities of the scheme were
updated as at 31 December 2011 to take account of the requirements of FRS 17 m order to assess the habilities
of the Scheme at 31 December 2011 The disclosures as below are based on that valuation In calculating the
scheme liabilities, the impact of moving pension indexation from RPI to CPI results in a circa £10million
reduction 1n habilities

Faiwr value Review 2011 2010
£000 £000

Fair Value of Scheme assets 479,900 438,200
Actuarnal value of Scheme habilities (491,500) (464,900)
Deficit in the Scheme before deferred tax (11,600) (26,700)
Deferred tax at 25% (2010 27%) 2,900 7,209

Net Scheme habihity after deferred tax (8,700) (19,491)
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SG Hambros Bank Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

PENSION COSTS (CONTINUED)

Defined Contribution Scheme

The Bank also provides employees access to a defined contnbution scheme “SG Money Purchase Scheme”
Contributions to this scheme were £1,183,978 during the year (2010 £1,196,059) No contributions were
outstanding at the year end The contributions to this fund currently range from 2 5% to 15% of pensionable
salary In addition £20,079 was paid into employees’ personal money purchase schemes (2010 £19,038) and
£2,514 was paid into the SG Group Scheme 1n relation to expatriate employees (2010 £26,528)

TAX ON PROFIT ON ORDINARY ACTIVITIES

UK corporation tax
Current year charge at 26 5% (2010 28%)
Prior year adjustment

Deferred tax

Current year release

Prior year adjustment

Reduction 1n corporation tax rate to 25% (2010 27%)

Total taxation charge

The tax assessed on the profit on ordinary activities for the year at 41% (2010

2011
£°000

1,131

1,131

(71)
95

1,155

2010
£000

1,398
(95)

1,303

(66)
62
46

1,345

186%) 1s higher than the

standard rate of corporation tax in the UK of 26 5% (2010 28%) The differences are reconciled below

Profit on ordinary activities before tax

Notional charge at 26 5 % (2010 28%)
Permanent differences

Bank Pavroll Tax

Short term timing differences

Prior year adjustment

Impairment provision

Dividend income

2011
£°000

3,0t1

798
234

71

7,160
(7,132)

1,131

2010
£°000

723
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SG Hambros Bank Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

LOANS AND ADVANCES TO BANKS

Repayable on demand

Remaining maturity

- 3 months or less

- 1 year or less but over 3 months
- Over lIyear

Amounts include:
Due from group undertakings
- unsubordinated

FINANCIAL INSTRUMENTS CLASSIFICATION

2011
£°000

104,355

2,286
51
5,300

111,992

8,526

2010
£°000

40,346
8,264

7,510
5,300

61,920

15,364

The followmg tables analyse the Group’s financial assets and financial habilities in accordance with the
categories of financial instruments 1n FRS 26 Assets and habilities outside the scope of FRS 26 are shown

separately
Held-to Held for Hedging Loans and Non
Maturity Trading Denvatives AFS  receivables Financial Total
31* December 2011 £000 £000 £°000 £000 £7000 £7000 £000
Assets
Cash - - - 40 - 40
Loans and advances - - - 111,992 - 111,992
to banks
Loans and advances - - - 593,602 - 593,602
te customers
Denvative financial - 2,877 - - - 2,877
mstruments
Financial mmvestment 68,248 - 336,746 - - 404,994
Participating interest - - - - 1,555 1,555
Shares 1n group - - - - 124,863 124,863
undertakings
Intangible fixed - - - - 13,347 13,347
assets
Tangible fixed assets - - - - 1,214 1,214
Deferred tax assets - - - - 1,205 1,205
Other assets - - - 2,129 - 2,129
Prepayments and - - - - 2,700 2,700
accrued income
68,248 2,877 336,746 707,763 144,884 1,260,518
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SG Hambros Bank Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

FINANCIAL INSTRUMENTS CLASSIFICATION (CONTINUED)

31" December 2011

Liabilities
Deposits by banks

Customers accounts

Derivative financial
mstruments

Provisions for tax
Other habilities

Accruals and
deferred income

Equity

31" December 2010

Assets

Cash

Loans and advances
to banks

Loans and advances
o customers

Denvative financial
struments

Financial investment

Participating interest

Shares 1n group
undertakings

Intangible fixed
assets

Tangible fixed assets
Deferred tax assets
Other assets

Prepayments and
accrued mmcome

Held-to Held for Hedging Loans and Non
Matunty Trading  Derivatives AFS  receivables Financial Total
£000 £7000 £°000 £'000 £000 £1000 £000
- - - - 115,292 - 115,292
- - - - 860,577 - 860,577
- 4,575 - - - - 4,575
. . - - - 1,652 1,652
- - - - 4,895 - 4,895
- - - - - 16,649 16,649
- - - - - 256,878 256,878
- 4,575 - - 980,764 275,179 1,260,518
- - - - 53 - 53
- - - - 61,920 - 61,920
- - - - 508,684 - 508,684
- 4,104 - - . - 4,104
81,590 - - 709,492 - - 791,082
- - - - - 1,660 1,660
- - - - - 152,061 152,061
. . . - - 8,054 8,054
- - - - - 1,287 1,287
. . . - - 1,229 1,229
. R . - 2,361 - 2,361
- - - - . 3,433 3,433
81,590 4,104 - 709,492 573,018 167,724 1,535,928
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SG Hambros Bank Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

FINANCIAL INSTRUMENTS CLASSIFICATION (CONTINUED)

Held-to Held for Hedging
Matunty Trading Denvatives AFS
31* December 2010 £000 £000 £000 £000
Laabilities
Deposits by banks - - - -
Customers accounts - - - -
Derivative financial - 4,626 5,244 -
mstruments
Provisions for tax - - - -
Other labilhities - - - -
Accruals and - - - -
deferred imncome
Equuty - - - -
- 4,626 5,244 -

Loans and Nen
vecervables Financial Total
£°000 £000 £000
308,907 - 308,907
914,537 - 914,537
- - 9,870
- 2,382 2,382
2,602 - 2,602
. 18,135 18,135
- 279,495 279,495
1,226,046 300,012 1,535,928

DERIVATIVE FINANCIAL INSTRUMENTS
The table below shows the fair values of derivative financial instruments, recorded as assets or hiabilinies,
together with their notional amounts The notional amount, recorded gross, 1s the amount of a derivative’s
underlying asset, reference rate or index and 1s the basts upon which changes in the value of derivanives are
measured The notional amounts indicate the volume of transactions outstanding at the year end and are
indicative of neither market rtsk nor the credit nisk

Assets
2011
£°000
Derivatives  held
for trading
Interest rate swaps 55
Forward foreign
exchange contracts 2,806
Equity options 16
2,877
Derivatives used as
fair value hedge
Interest rate swaps -
2,877

Notional

Liabihities Amount
2011 2011
£°000 £°000
(1,621) 43,616
(2,796) 178,103
(158) 248
(4,575) 221,719
(4,575) 221,719

Assets Liabilities

2010 2010
£000 £°000
383 (1,841)
3,721 (2,785)
4,104 (4,626)
- (5,244)
4,104 (9,870)

Notional
Amount
2010
£°000

57,660

276,582

334,242

170.000

504,242
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SG Hambros Bank Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

DERIVATIVE FINANCIAL INSTRUMENTS (CONTINUED)

Derivatives often involve at therr inception only a mutual exchange of promises with little or no transfer of
consideration However, these instruments frequently involve a high degree of leverage and are very volatile
A relatively small movement 1n the value of the asset, rate or index underlying a denvative contract may have
a sigmificant impact on the profit and loss of the Bank

Over-the-counter derivatives may expose the Bank to the risks associated with the absence of an exchange
market on which to close out an open position

The Bank’s exposure under derivative contracts 1s closely monitored as part of the overall management of the
Bank’s market risk (see Note 31)

Derivative financral instruments held for trading purposes

Most of the Bank’s derivative trading activities relate to deals with customers which are normally offset by
transactions with other counterparties

Derrvatrve financial instruments held for hedging purposes
Fair value hedge

As part of 1ts asset and liability management, the Bank entered nto fair value hedges i 2009 to reduce its
exposure to changes n far value of financial assets due to movement 1n interest rates The hedged items for
these fair value hedge relationships of interest rate nisk are large corporate fixed-rate bonds The Bank uses the
Interest rate swaps to hedge against the interest rate risks of fixed rate available-for-sale debt securities where
the interest 1s fixed for more than three months As at 31 December 2011 the Bank do not have any fixed rate
financial assets (2010 £174 8m) hedged by nterest rate swaps 1n fair value hedge relationship

The accounting treatment, explained in Notes to the Financial statements ‘Hedge accounting’, depends on the
nature of the item hedged and comphance with FRS 26 hedge accounting criteria The hedge ineffectiveness,
recognised n net trading expenses, 1s shown in Note 5

LOANS AND ADVANCES TO CUSTOMERS

2011 2010
£°000 £°000
Remaining maturity

- 3 months or less 543,574 445,127
- 1 year or less but over 3 months 13,729 33,078
- Over 1 year 37,768 31,981
595,071 510,186

Impairment of financial assets (Note 25) (1,469) (1,502)
593,602 508,634
Of whach repayable on demand 443,495 360,681

No amounts were due from group undertakings
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

FINANCIAL INVESTMENTS
Investments comprise of the following

(a) Held-to-matunty investments at amortised cost

2011 2010
£000 £000

Quoted mvestments
Government debt securities 68,248 81,590

The fair value of the HTM investments as at 31 December 2011 1s £71,890,309 (2010 £85,430,141)

(b} Available-for-sale investments at fair value

2011 2010
£000 £°000
Quoted investments
Fixed rate bonds - 175,815
Other debt securities
- Government debt securities 88,291 49946
- Floating Rate Notes 246,766 469,548
- Certificate of deposit - 13,114
Equities 1,689 1,069
336,746 709,492
Total financial investments 404,994 701,082

SHARES IN GROUP UNDERTAKINGS

2011 2010
£000 £'000
Cost
At 1 January 172,850 167,882
Additions 5 2,482
Exchange movements (289) 2,486
At 31 December 172,566 172,850
Provision for Impairment
SG Hambros Bank & Trust (Bahamas) Ltd (44,491) (17,577)
Canadian Wealth Management Ltd (3,212) (3,212)
Carrying value at 31 December

124,863 152,061

Additions represent the incorporation of SG Hambros Trust Company (New Zealand) Ltd

The carrying value of the Bank’s investments in subsidiary undertakings 1s recorded at historical cost, less any
impairment Following the receipt of a dividend (Note 6) from SG Hambros Bank & Trust (Bahamas) Ltd an
impairment review was undertaken, from which the directors decided to make an additional smpairment
provision of US$ 42,000,000 (sterling equivalent £26,914,433)
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SG Hambros Bank Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

SHARES IN GROUP UNDERTAKINGS (CONTINUED)

2011 2010
£°000 £000

Subsidiary Undertakings
Credut institutions 124,613 151,811
Other 250 250
124,863 152,061

All of the shares in subsidiary undertakings are unhisted
The principal subsidiary undertakings are as follows

Country of

Incorporation Company

Activity

Interest %

Bahamas SG Hambros Bank & Trust Executer & trustee
(Bahamas) Ltd services 100
Gibraltar SG Hambros Bank
{Gibraltar) Ltd Private banking 100
Jersey SG Hambros Bank
(Channel Islands) Ltd Private barking 100
Jersey S$G Hambros Trust Company Executor & trustee
{Channel Islands} L.td services 100
UK S$G Hambros Trust Company Ltd Executor & trustee
services 100
UK S$G Hambros (London) Nominees Ltd Nominee compary 100
Canada SG Hambros Trust Co (Canada) Inc Executor & trustee
services 100
Canada Canadian Wealth Management Ltd Wealth management 100
New Zealand SG Hambros Trust Company (NZ) Ltd Trustee services 100

All the above holdings are 1n ordinary shares and are owned directly by the Bank with the exception of SG
Hambros Trust Company {Channel Islands) Ltd and Canadian Wealth Management Ltd

The SG Hambros Trust Company Ltd and SG Hambros (London) Nominees Ltd were incorporated in Great
Britain and are registered in England and Wales

The country of incorporation 1s also the principal area of operation for each of the above undertakings
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

PARTICIPATING INTEREST

Cost
DAH Holdings Limited
SG Trust (Asia) Ltd

At 31 December

Provision for Impairment
DAH Holdings Limited

Equity shares represent unhisted investments in participating interests

2011
£7000

1,436
224

1,660

(105)

1,555

2010
£2000

1,436
224

1,660

1,660

A 24 5% holding of the ordinary shares of DAH Holdings Limited, a company incorporated in Bermuda
whose principal activity 1s private banking, was purchased for £1,436,263 (HKD 18,065,316) on 21 February

1997 The company’s functional currency 1s US dollar

The directors have written down the value of the investment so the holding 1s not greater than the value of the

net assets

A shareholding 1in SG Trust (Asia) Ltd (incorporated in Singapore), purchased for £223,793 (SGD 570,000) on
25 January 2001, representing 19% of the ordmnary share capital of the company This company’s principal

activity 18 executor and trustee services

These investments are classified as participating interests as, in the Directors’ opinion, the Bank has no

significant influence over their activities

GOODWILL

Cost

At | January
Additions Baring Asset Management

At 31 December

Amortisation

Charge for the year

Carrymg value at 31 December

2011
£000

8,054
6,211

14,265

(918)

13,347

2010
£7000

8,725

8,725

671

8,054

Goodwill relates to the acquisition of ABN Amro’s private banking business in 2007 and the acquisition of the

BAM’s private banking business in 2011
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

TANGIBLE FIXED ASSETS

Furaiture
Leasehold Computer fixtures &
Property equipment fittings Total
£°000 £'000 £°000 £°000
Cost
At 31 December 2010 1,144 951 2,311 4,406
Additions - 279 287 566
At 31 December 2011 1,144 1,230 2,598 4,972
Accumulated Depreciation
At 31 December 2010 (1,144) (672) {1,303) 3.119)
Charge for the year - (162) 477 (639)
At 31 December 2011 (1,144) (834) (1,780) (3,755)
Net book value at:
31 December 2010 - 279 1,008 1,287
31 December 2011 - 396 818 1,214
The Bank does not hold any property with leases over 50 years
DEFERRED TAX ASSET
2011 2010
£000 £:000
At 1 January 1,229 730
Prior year adjustment - (62)
Release / (Charge) for the year
- Profit and Loss account 71 66
- Transfer to Corporation tax - 541
Reduction in Corporation tax rate to 25% (2010 27%) (95 (46)
At 31 December 1,205 1,229

The provision for UK deferred tax asset relates to capital allowances and other timing differences and has been
calculated at 25% (2010 27%) being the rate of corporation tax at which the assets or habihities are expected
to reverse As the Bank remains profitable and contnues as a going concern, deferred tax 1s expected to be
fully recovered 1n future periods

32




22,

23.

24.

SG Hambros Bank Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

OTHER ASSETS

Other debtors
Prepayments and accrued income

Other debtors include £485,808 due from group companies (2010 £nil)

DEPOSITS BY BANKS

Repayable on demand

With agreed maturity dates or periods of notice, by remaining matunty
- 3 months or less but not repayable on demand
- 1 year or less but over 3 months

Amounts include:
Due to group undertakings

CUSTOMER ACCOUNTS

Repayable on demand

With agreed maturity dates or pertods of notice, by remaining maturity
- 3 months or less but not repayable on demand

- 1 year or less but over 3 months

- Over | year

Amounts include:

Due to group undertakings

860,577

2011
£000

2,129

2,700

2011
£'000

27,260

88,032

115,292

114,123

2011
£°000

489,680

259,470
20,404
31,023

500

2010
£000

2,361
3,433

2010
£°000

53,797
90,504
164,600

308,907

308,634

2010
£°000

586,421

254,728
42,741
30,647

914,537
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For the year ended 31 December 2011

IMPAIRMENT OF FINANCIAL ASSETS

2011 2010
£°000 £°000

Specific provisions
At 1 January 1,502 785
Written off )] an
Charged against profits 709 741
Exchange rate movement 27 )]
At 31 December 2,177 1,502

The above provisions relate to loans and advances to customers £1,469,000 (2010 £1,502,000) and the
impaimment of the AFS equity investment, SG European Distressed Opportunities Fund I L P £708,000 (2010
£n1l)

The Bank has experienced a low level of chient default since concentrating on Private Client banking in 1998

Included within the year-end specific provision 1s an amount of £ml (2010 £628) relating to interest

OTHER LIABILITIES

2011 2010
£°000 £°000
Other creditors 4,895 2,602
Accruals and deferred income 16,649 18,135
Other creditors include £14,812 owed to group companies (2010 £3,429)
SHARE CAPITAL
2011 2010
Number of Value of Number of Value of
shares shares shares shares
‘000 £°000 ‘000 £000
Authorised:
Ordinary shares of £1 each 150,000 150,000 150,000 150,000
Allotted, called up and fully paid:
Ordinary shares of £1 each 143,800 143,800 143,800 143,800
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

EQUITY SHAREHOLDERS’ FUNDS

At 1 January 2010
Loss for the year

Released on disposal of
available-for-sale
investments to profit
and loss

Increase in fair value on
revaluation of
available- for —sale
mvestments

Tax on fair value
movement of available-
for-sale investment

At 31 December 2010
Profit for the year

Released on disposal of
available-for-sale
investments to profit
and loss

Increase n fair value on
revaluation of
available- for —sale
mvestments

Dividend
Tax on fair value

movement of available-
for-sale investment

At 31 December 2011

Called up
Share Share
Capital Premmum
£°000 £7000
143,800 45,500
143,800 45,500
143,800 45,500

Profit

& Loss
Account
£°000
48,181

(622)

47,559

1,856

(26,914)

22,501

Undis-
tributable AFS
reserves reserves
£°000 £000
42.500 (981)
- (652)
- 2,203
- (434)
42,500 136
- (226)
- 3,547
- (880)
42,500 2,577

Undsstributable reserves relate to the unrealised gain on the transfer of a subsidiary i 20035

Total
£°000

279,000

(622)

(652)

2,203

{434)
279,495

1,856

(226)

3,547

(26,914)

(880)

256,878
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For the year ended 31 December 2011

MEMORANDUM ITEMS
At the year end the contract amounts and nisk weighted amounts of contingent habilities and commitments
were

CONTINGENT LIABILITIES

2011 2010
Risk Risk
Contract weighted Contract weighted
amount amount amount amount
£7000 £7000 £7000 £°000
Guarantees and assets
pledged as collateral security
- guarantges and
urevocable letters of credit 138,684 58,471 133,551 83,696

Included in the above are guarantees given on behalf of subsidiary undertakings of £1,262,606 (2010
£958,159)

COMMITMENTS
2011 2010
Risk Risk
Contract weighted Contract weighted
amount amount amount amount
£°000 £000 £°000 £000

QOther commitments

undrawn facilities

- less than | year 123,759 16,637 186,894 2,513

The credit equivalent and risk weighted amounts have been calculated in accordance with the Bank of
England’s guidelimes implementing the Basel agreement on capital adequacy

Annual commitments under operating leases are as follows

2011 2010
£000 £000
Expiry date
- within one year 1,528 1,433
- between two and five years 4,520 5,589
- after five years 19 85
6,067 7,107
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FAIR VALUE OF FINANCIAL INSTRUMENTS
Determination of fair value and fair value hierarchy

The Bank uses the following hierarchy for determining and disclosing the fair value of financial instruments
by valuation technique

Level 1 quoted (unadjusted) prices in active markets for identical assets or liabihities,

Level 2 other techmques for which all inputs which have a significant effect on the recorded fair value are
observable, either directly or indirectly, and

Level 3 techmiques which use inputs which have a significant effect on the recorded fair value that are not
based on chservable market data

The following table shows an analysis of financial instruments recorded at fair value by level of the fair value
hierarchy

2011 Level 1 Level 2 Level 3 Total
£'000 £°000 £°000 £°000

Financial assets

Derivative financial instruments

Interest rate swaps - 55 - 55
Forward foreign exchange - 2.806 - 2,806

contracts
Equities Option - 16 - 16
- 2,877 - 2,877

AFS Financial investments

Government debt securities 88,291 - - 88,291
Other debt securities 246,766 - - 246,766
Equities - 1,689 - 1,689
335,057 4,566 - 339,623

Finanecial habihties
Denvative financial instruments

Interest rate swaps - 1,621 - 1,621
Forward foreign exchange - 2,796 - 2,796
contracts
Equities Option - 158 - 158

1
e
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w

1
v-h
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~3
th
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FAIR YALUE OF FINANCIAL INSTRUMENTS (CONTINUED)

2010 Level 1 Level 2
Financial assets £°000 £°000
Denvative financial instruments
Interest rate swaps - 383
Forward foreign exchange - 3,721
contracts
- 4,104
AFS Financial investments
Government debt securities 49 946 -
Other debt securities 658,477 -
Equities 1,069 -
709,492 4,104

Financial habilities
Dernivative financial instruments

Interest rate swaps - 7,085
Forward foreign exchange - 2,785
contracts

- 9,870

Level 3
£°000

3

Total
£000

383
3,721
4,104

49,946
658,477
1,069

713,596

7,085
2,785

9,870

There were no transfers between each level of the fair value hierarchy for financial assets and liabilines which

were recorded at fair value during the financial year

Level 3 valuations

The interest rate options have matured during the year The Bank no longer has any Level 3 valuations

Financial instruments recorded at fair value

The following 1s a description of the determination of fair value for financtal instruments which are recerded at
fair value using valuation techmiques These incorporate the Bank’s estimate of assumptions that a market

participant would make when valwing the instruments

Derrvatrves

Denvative products are valued using a valuation technique with market observable mputs are manly interest
rate swaps and forward foreign exchange contracts The most frequently applied valuation techniques include
forward pricing and swap models, using present value calculations The models incorporate various mnputs
including the credit quality of counterparties, foreign exchange spot and forward rates and interest rate curves

Fancial investments- avarlable-for-sale

Available-for-sale financial assets are valued using quoted market prices or pricmg models
These assets are valued using models incorporating data observable in the market
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RISK MANAGEMENT

The Bank’s financial mstruments comprise cash, deposits, money market assets and hiquid Fixed Income
securnities 1ssued by Financial Institutions and Sovereign entities In the ordinary course of business customer
deposits are invested in the Money and Fixed Income markets The Bank’s share capital 1s invested
government debt securities with maturities up to 10 years The Bank does trade financial instruments,
including denivative financial instruments, for speculative purposes The Bank 1s exposed to market risk
(including currency risk, interest rate nisk and price risk), credit risk, hquidity risk and operational risk

To miugate these risks, the Bank enters into derivatives transactions (principally nterest rate swaps and
forward foreign currency contracts) The process of nsk management 1s critical to the Bank’s continuing
profitability and each individual within the Bank 1s accountable for the risk exposures relaung to his or her
responsibilities

The Group Risk function reports monthly to the Asset and Liability Committee (ALCO) Risk policies and
limits are established, reviewed and approved by the ALCO to mitigate risk exposures The Board has
delegated the approval of the risk based policies to the ALCO Adherence with these policies 1s monitored by
the Board

Market Risk
(a) Interest rate risk

The Bank deals 1n instruments offering both fixed and floating rates, and uses interest rate swaps to generate
the desired interest profile and to manage the Bank's exposure to interest rate fluctuation The Bank's policy 15
to enhance the return on financial instruments by controlled mismatching of the dates on which interest
recervable on assets and interest payable on habilities are next reset to market rates or, 1f earlier, the dates on
which the instruments mature The Risk Management Department produces and circulates regular reports on
interest rate risk exposures Levels of risk are maintained within defined limits and are monitored daily The
ALCO considers ali exposures on a monthly basis

The Bank’s policy to invest free capital 1s to purchase government debt securities of varying maturities up to
ten years At 31 December 2011 £1153m (2010 £134 0m) of the Bank’s free capital was mvested in UK
government debt securities with a weighted average duration of 3 69 years (2010 4 2 years)

Interest rate swaps may be used to hedge the interest rate exposure

The sensitivity analysis below has been determmed based on the Bank’s asset and liabihities present 1n the
balance sheet as at 31 December 201 and by reference to 2 movement in market interest rates reasonably
possible in the Bank’s next financial reporting period

If interest rates for the current year had been 50 basis points lower and this movement applied to the assets and
habilities as at balance sheet date, the pre-tax profit for the year ended 31 December 2011 would have been
£0 7m higher (2010 £0 7m) which ultimately would result 1n higher retained earmings of £0 5m (2010
£0 5m) This would have mainly resulted from lower interest income on variable rate assets and lower
financing costs 1n respect of 1ts ioans

The 1inverse 15 equally true for the current year 1f interest rates had been 50 basis points higher
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(b) Foreign currency risk

Foreign currency risk 15 the risk that the value of a financial instrument will fluctuate because of changes n
foreign exchange rates The Bank’s foreign exchange exposure arises from providing services to customers
and from its wvestment in overseas subsidiary and associated undertakings In the case of subsidiary
undertakings, the Bank’s policy 1s to hedge agamnst these structural foreign exchange nsks with currency
borrowings, forward currency transactions or currency swaps The Bank’s Dollar investment in SG Hambros
Bank & Trust (Bahamas) Ltd 15 hedged by an equivalent amount of approximately $51m of Customer
Deposits The Risk Management Department produces and circulates regular reports on foreign currency
exposures Levels of risk are maintamed within defined limits and are monitored daily The ALCO considers
all exposures on a monthly basis

The table below shows the Bank’s exposure to major currencies on Its non-trading monetary assets and
liabilities The analysis calculates the effect of a reasonably possible movement of the currency rate against
Sterlng, with all other varniables held constant, on the income statement and equity A negative amount 1n the
table reflects a potential net reduction 1n income statement or equity, while a positive amount reflects a net
potential increase

2011 2010
Change 1n Effect on Change 1n Effect on
Currency profit Effect on Currency profit Effect on
Currency rate before tax equity rate before tax equity
% £°000 £000 Yo £000 £000
UsD +1 (18) N +1 162 2
EUR +1 5 4 +1 (155) (16)
Credif risk

Credit risk 1s the risk of loss due to a debtor’s non-payment of a loan (principal, interest or both) or other line
of credit The Bank 1s also exposed to other credit risks ansing from investments 1n debt securittes and other
exposures arising from derivatives as well as settlement balances with market counterparties

The Bank manages 1ts counterparty credit nisk, based on defined limits, to optimise the use of credit
availability and to avoid excessive risk concentration Credit risk 1s monitored by the Credit and Rusk
Management Departments and reported to the ALCO on a monthly basis and the Risk Committee on a
quarterly basis Reports to these committees include information on large credit exposures, credit quality, asset
allocation and couniry exposures, along with any provisioning levels

The risk approval process 1s based on the following principles

- all transactions involving counterparty risk must be pre-authonized,

- all counterparty himits must be set in consultation with the SG Group risk departments, which review all
authorisation requests relating to a specific ¢lient or chent group, to ensure a consistent approach to risk

management, and

- all retail credits are categorised by reference to the underlying collateral in accordance with Basle 11
principles
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Credit risk (contnued)
Maximum exposure to credit risk before collateral held or other credit enhancements
The table below outlines the maximum credit risk exposure of the Bank’s financial assets, net of depreciation

and before any bilateral netting agreement and collateral, including revaluation differences on 1tems hedged or
listed at fair value on the balance sheet

2011 2010

£°000 £°000

Loans and advances to banks 111,992 61,920
Loan and advances to customers 593,602 508,684
Derivative financial instruments 2,877 4,104
Financial investment 404,994 791,082
Other assets 2,129 2,753
Exposure to balance sheet commitments 1,115,554 1,368,544
Loan commitments granted 123,759 186,894
Guarantee commitments granted 138,684 133,551
Exposure to off-balance sheet commitments 262,443 320,445
Total net exposure 1,378,037 1,690,989

Collateral and Security

The Bank routinely obtains collateral and security to mitigate Private Client credit risk The Credit Department
ensures that any collateral held 1s sufficiently liquid, legally effective, enforceable and regularly reassessed

The amount and type of collateral required depends on an assessment of the credit nisk of the counterparty
Guidehnes are implemented regarding the acceptability of types of collateral and valuation parameters

As a matter of principle, any credit exposure granted by the Bank to Private Chients will be backed by
collateral, and meeting specific criteria that the potential loss for the Bank 1s mimimal Unsecured facilities
(other than small temporary facilities) can be granted but on an exceptional basis

On a daily basis, the Credit Department monitors the market value of collateral, requests additional collateral
m accordance with the underlymmg agreements In addition the department monitors the adequacy of
allowances for imparment losses on a regular basis

41




31

SG Hambros Bank Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

RISK MANAGEMENT (CONTINUED)

Credit risk (continued)

All loans and advances are categorised as ‘Neither past due nor individually impaired’, ‘Past due but not
individually impaired’, or ‘Individually impaired’

Neither past Past due but

due or not
mdividually individually Tndividually Impairment  Total carrying
impaired impaired impaired Taotal allowance value
£000 £°000 £000 £000 £'000 £000
2011
Loans and 111,992 - - 111,992 - 111,992
advances to banks
Loans and 587,896 3,214 3,961 595,070 1,468 593,602
advances to
customers
2010
Loans and 61,920 - - 61,920 - 61,920
advances to banks
Loans and 504,688 1,344 4,154 510,186 1,502 508,684
advances to
customers

Credit quality of loans and advances neither past due nor indwvidually imparred

The Bank’s Private Client loan book 1s generally perceived to be of high quality with 27 2% (2010 44 1%)
secured against liquid collateral in the form of either cash, bank guarantees or well diversified imnvestment
portfolios, with a further 67 0% (2010 50 8%) being secured against real estate The balance of the loan book
1s secured aganst non-diversified assets (2011 2 9%, 2010 2 2%), unsecured facilines (2011 1 5%, 2010
20%) and facilities in default account (2011 12%, 2010 0 9%) Unsecured faciliies are generally
attributable to short term overdrafts where substantial securities or cash are held by the Bank

The Bank regularly reviews the loan-to-value percentages detailed in the Bank’s Credit Policy apphed to assets
taken as collateral

Loan-to-values against Real Estate are generally based upon the property value which 1s determined by
reference 1o professional valuations and, for residental properties only, the subsequent apphcation of relevant
geographical residennal property indices The Bank has no material exposure to commercial real estate The
table below shows all leans where there 15 any element of real estate exposure Scme loans may be supported
by other forms of collateral, hence the total does not equal the real estate exposure as per the Bank’s Basle 11
pooling classification, where real estate exposure 1s shown as 67% of the loan book

Loan-to-Value Exposure £'000 Number of loans
Up to 50% 265,877 257
50% - 60% 154,758 88
60% - 70% 89,100 76
70% - 80% 6,610 7
80% - 90% 535 1
Over 90% Nil Nil

Loans and advances that are past due but not indvidually impaired

As at 31 December 2011, unimpaired past due loans accounted for Q0 5% (2010 02%) of the portfolio of
performing loans
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Credit risk (continued)

The amounts presented 1n the table below include past due loans for technical reasons, with past due loans
mainly belonging to the category “less than 29 days old” Loans past due for technical reasons are loans that
are classified as past due with a delay between the accounting in the customer account and payment value date

Total unmmpaired past due loans declared are all inclusive of outstanding balance, interest and past due
amounts These outstanding loans are monitored as soon as first payment 1s missed

Once an instalment has been past due for 90 days, or 180 days for mortgage backed loans, the counterparty 1s
deemed to be 1n default

Regular meetings are held with management to discuss loans where there 1s a possibility of impairment This
will include loans where there have been severe detrimental changes to the borrower’s financial circumstances
leading to concerns as to the ability to service and repay debt obhgations, failure to meet margm calls,
degredation n collateral value or hquidity, under collaterahsed facilities etc Decisions will be taken based
upon recommendations made by the Credit Department to make specific capital provisions and the action for
work-out

2011 2010
£°000 % of Gross £000 % of Gross
Gross outstanding loans outstanding outstanding
loan loan
Past due amounts less than 90 - - - -
days
Past due amounts greater than 2,726 05% - -
90 days but less than 1 year
Past due amounts greater than 4,448 07% 1,344 02
1 year
7,174 12% 1,3

[
<
58]

|
|

Loans and advances that are past due and individually impared

An analysis of financial assets individually assessed as impaired 1s as follows

2011 2010
Original Impairment Revised Onginal Impairment Revised
carrymng allowance carrying carrying allowance carrying
amount amount amount amount
£°000 £000 £000 £7000 £°000 £°000
Loans and advances 3,961 1,468 2,493 4,154 1,502 2,652

to customers

Debt securities

The available-for-sale assets are measured on a fair value basis The fair value will reflect, among other things,
the credit risk of the 1ssuer

All the debt securities are rated by external rating agencies
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Credit risk (continued)
Dermvatives

Derivatives are measured on a fair value basis The majonity of the Bank’s derivatives are transacted with our
parent group, which has a A+ rating

Dervative transacted with clients are frequently secured against cash deposits

Liquidity risk

The FSA state that they will require firms to mamntain adequate liquidity resources and manage their hquidity
risks independently The firm must at all times maintain hquidity resources which are adequate, in terms of
both the amount and quality, to ensure that there 1s no significant risk that 1ts labihities cannot be met as they
fall due At the same time, a firm must be self sufficient for hquidity purposes This 1s being met by the new
liquidity monitoring processes and the ongoing review of the suitability of the Ligud Asset Buffer and
Contingency Funding Plan (“CFP™}

The new standards also state that ‘a firm must have 1n place sound, effective and complete processes, strategies
and systems that enable 1t to 1dentify measure, monitor and control hquidity nisk® For the Bank, this
requirement 1s being met through the major developments being made in terms of the monitoring systems and
processes, governance and oversight, and stress testing functionality

The hiquidity risk appetite for the Bank has been defined by the Board as follows

The Bank will mamntain lhiquidity resources to target survival for a minimum period of 3 months under the
idiosyncratic, market-wide and combined hquidity stresses defined in comphance with FSA Regulations
(BIPRU 12 4 and 12 5)

The monitoring of the Bank’s hiquudity position has been significantly revamped since the introduction of the
new liquidity regime and the adoption of the Individual Liquidity Adequacy Assessment (the “ILAA™) n
October 2010 Thss has allowed the business to fully understand the sources of hquidity rnisk and our ability to
mutigate them

Our stress scenarios and stress testing functionality were developed duning this exercise, which highlighted the
Bank’s ability to face 1diosyncratic and market wide stress scenarios, along with a combination of the two

The Bank monitors the expected stressed cash flows for the following year, which are based on the
assumptions defined in the Bank’s stress testing models, of which there are two The first model considers the
impact of SG Hambros defined stress events {in accordance with BIPRU 12 4), while the second considers
those defined by the FSA (as per BIPRU 12 5) In both cases, the hquidity position of the Bank must remain at
such a level as to ensure a positive cash flow for the first three months of the stressed forecast

Liquidity monitoring for the Bank also includes the analysis of the reverse stress tesung of the Bank’s balance
sheet The liqmdity situation of the Bank 1s reported weekly to ALCO members, discussed monthly during
ALCO meetings and reported quarterly to the Board In times of stress and as defined within the Bank’s CFP
specific daily liquidity ALCOs can be convened

The ILAA concluded with an estimation of our required Liquid Asset Buffer, which we have adequately

covered This, taking 1nto consideration our Contingency Funding Plan as well, provides comfort that our
lrabilities are covered by suitably hquid assets
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The table below analysed the Bank’s non-derivative financial habilhities by their remaming contractual
maturities

Less 3to 6 to 1to Over
2011 Carrying than 3 6 12 5 5
amount months months months years years
£000 £7000 £'000 £000 £°000 £°000
Liabilities
Deposits by banks 115,292 115,292 - - - -
Customer accounts 860,577 776,128 24,544 29,241 30,664 -
Other habilities 23,206 23,206 - - - -
Total 999,075 214,626 24,544 29,241 30,664 -
2010
Liabihtes
Deposits by banks 308,907 293,907 15,000 - - -
Customer accounts 914,537 830,941 14,943 29,839 34,326 4,488
Other habilities 23,119 23,119 - - - -
Total 1,246,563 1,147,967 29,943 29,839 34,748 4,488
Operational risk

Procedures and controls to manage operational risk are codified in manuals, with Key Risk Indicators being
assigned to departments for completion on a monthly basis Breaches are reported to management and all
losses are recorded by the Group Risk Department Losses or control failures above a certain level, or of a
repetitive or serious nature, are reported to the Audit Committee and Board of Directors who has executive
responsibility for risk An annual Risk Control Self Assessment 15 conducted across selected departments by
the Operational Risk Management department The results are reviewed by management and the Board,
before being submitted to the SG Group for consideration and effect upon the SG Advanced Method Approach
Capital model for calculation of Operational Risk Capital requirements

Capital management

The primary objective of the Bank’s capital management policy 15 to ensure that the Bank complies with
externally imposed capital requirements and the Bank marntains strong credit ratings and healthy capital ratios
m order to support its business and to maximise shareholder’s value

The Bank actively manages its capital structure and makes adjustments to 1t in hght of changes 1n economic
conditions and the nisk characteristics of 1ts activities There are no changes 1n the objectives, policies and
processes from previous years

The Bank’s capital 1s monitored at SG Hambros Group level using the supervisory requirements set by the
FSA The FSA 1ssues Individual Capital Guidance (“ICG™) based on the review on the Bank’s capital planning
model as evidenced under the ICAAP Under the ICG currently in place the Bank’s regulatory capital exceeds
its capital resource requirements The ICAAP 1s reviewed annually by the Bank and by exception when
necessary
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The Bank's regulatory capital resources at 31 December in accordance with FSA definitions were as follows

2011 2010
£°000 £°000
Risk weighted assets
Tier 1 capital ratio 10 27% 10 13%

Tier | capital 1s the core measure of a bank’s financial strength from a regulator’s point of view It 1s
composed of core capital which consists primarity of common stock and disclosed reserves (or retained
earnings)

TRANSACTIONS WITH DIRECTORS AND RELATED PARTIES
The aggregate amounts outstanding under transactions, arrangements and agreements entered into by the Bank
with directors and officers were

Number of 2011 Number of 2010

Persons Amount Persons Amount

£'000 £000

Directors' loans 3 1,209 3 1,313

No other loans, arrangements or agreements require disclosure under the Companies Act 2006 or under the
requirements of Financial Reporting Standard No 8 regarding transactions with related parties

As the Bank 1s a 100% subsidiary undertaking and consolidated financial statements for its ultsmate parent,
Société Générale SA, are publicly available, group transactions have not been disclosed pursuant to the
exemptions permitted in the Financial Reperting Standards number 8

ULTIMATE PARENT COMPANY
SG Hambros Limited 1s the direct holding company of the Bank The ultimate parent undertaking and
controlling party 1s Soci€té Genérale SA which 1s incorporated 1n France

The largest and smallest group 1n which the results of the Bank are consohdated 1s Société Générale SA  The
consolidated financial statemnents of the group are available from the Company Secretary, Société Générale,
29 Boulevard Haussmann, 75009 Pans, France

POST BALANCE-SHEET EVENTS

In January 2012, the Bank disposed of its remaining interest in SG Hambros Bank & Trust (Bahamas) Lid, and
all underlying subsidiaries and branches to the Bahamian subsidiary of SG Private Banking Switzerland for US
$9,392,195, realising a loss on disposal of US $252,634
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