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JPMorgan Cazenove Lirruted

Directors’ report

The directors submit their annual report and the audrted financial statements of JPMorgan Cazenove Limited (‘the
Company) for the year ended 31 December 2006

PRINCIPAL ACTIVITIES

The Company's main activities are investment banking and corporate broking The Company, which also has a branch
in Pans, 1s a member of The London Stock Exchange and s regulated by the Financial Services Authonity

BUSINESS REVIEVY AND FUTURE DEVELOPMENTS

The main rsks and uncertainties facing the Company's business are market nsk, in particular the nsk of a downtum in
the market, which has histoncally resufted in downtumns in both pnmary and secondary business, competrion from
other nvestment banleng organisations, and reputational nslc

Key performance indicators of the JPMorgan Cazenove Holdings Group are deemed by management to be more
relevant at Group leve! rather than at the level of indwidual statutory entries Key performance indicators in the
respect of the JPMorgan Cazenove Holdings Group are shown below

5T 2006 2005|
Staff costs as a % of revenue 50 53
Costs as a % of income 64 69
Retumn on equity pre exceptional tems and reserve movements as a % I1é 92

These indicators are based upon a management view of the accounts whereby bonus share awards made over
vesting penods just after a year end are seen as a cost in full for that year, and armortisation charges over vesting
penods are consequently excluded

No significant change in the Company’s principal business activities 1s anticipated

RESULTS AND DIVIDENDS

The results for the year are set out in the profit and loss account on page 4 Dmdends of £72,000,000 were paid in
respect of the year ended 31 December 2006 (31 December 2005 nif) The directors recommend an intenm
dividend of £112,000,000 The payment, if confirmed, will be presented in the Company's results in the year to 31
December 2007

DIRECTORS

The following directors served throughout the year
D L Mayhew
R M Pickenng
MR P Power

DIRECTORS’ INTERESTS

None of the directors has any direct beneficial interest in the shares of the Company MNone of the directors held
any Interests in the shares or debentures of JPMorgan Cazenove Holdings and rts subsichanes or the shares or
debentures in JPMorgan Chase & Co and its subsidianies, pursuant to Sections 324 and 328 of the Compares Act
1985

EMPLOYEES

The Company did not have any UK employees duning the year under review, but recerved services from JPMorgan
Cazenove Service Company, the employer of UK based employees within the |PMorgan Cazenove Group The
Company has employees working in its Pans branch




JPMorgan Cazenove Limited

Directors’ report

DONATIONS

The Company made no chartable donations dunng the year (2005 £9,33342) No contnbutions or payments were
made to any political organisation

STATEMENT OF DIRECTORS' RESPONSIBILITIES

The directors are responsible for prepanng the report and the financial statements in accordance with applicable law
and regulations

Company law requires the dwrectors to prepare financial staterments for each financial year Under that law the
directors have elected to prepare the financial statements in accordance with UK Generally Accepted Accounting
Practice (UK Accounting Standards and apphcable law) The financial statements are required by law to give a true
and fair view of the state of affairs of the Company and of the profit ar loss of the Company for that year

In prepanng those financial statements, the directors are required to

* select surtable accounting policies and then apply them consistently;

* make judgements and estimates that are reasonable and prudent,

+ state whether applicable UK Accounting Standards have been followed subject to any matenal departures
disclosed and exptained in the financial staternents,

+ prepare the financial statements on the gong concern basis unless it 18 inappropnate to presume that the
Company will continue in business, In which case there should be supporting assumptions or qualifications as
necessary

The directors confirm that they have complied with the above requirements in prepanng the firancial statements

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any
time the financial position of the Company and enable them to ensure that the financial statements comply with the
Companies Act 1985 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 wregulanties

Each director (as at the date of this report) 15 responsible for ensuring that.

a)} so far as he 15 aware, there 15 no relevant audit information of which the auditors are unaware, and

b} he has taken all the steps that he ought to have taken as a director in order to make humself aware of any
relevant audit iInformation and to establish that the Company's auditors are aware of that information

AUDITORS

An elective resolution was passed on 24 January 2002, under the prowisions of section 366A and section 252 of the
Companies Act 1985, to dispense with holding annual general meetings and the laying of financiaf statements before
the Company in a general meeting The Company has also elected to dispense with the obligation to appaint
auditors annually and, accordingly, PricewaterhouseCoopers LLP shall be deemed to be re-appointed as auditors for
a further term under the provisions of section 386(2) of the Companies Act 1985

By order of/be Board
J o ..

Jang Ear
Company Secretary

26 February 2007




JPMorgan Cazenove Limited
Independent auditors’ report to the members of JPMorgan Cazenove Limited

We have audited the financial statements of JPMorgan Cazenove Limited for the year ended 3 1% December 2006
which compnse the profit and loss account, the balance sheet, the reconciliation of movements of shareholders’
funds and the related notes These financial statements have been prepared under the accounting policies set out
therein

Respectrve responsibilties of directors and audrtors

The directors’ responsibiliies for prepanng the financial statements in accordance with applicable law and Unrted
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are set out in the
Statement of Directors’ Responsibilities

Cur responsibifity 15 to audit the financal staternents in accordance with relevant legal and regulatory requirements
and Intemational Standards on Auditing (UK and Ireland) This report, including the opinion, has been prepared for
and only for the Company’s members as a body In accordance with Section 235 of the Companies Act 1985 and for
no other purpose  We do not, in gnvng this opinion, accept or assume responsibility for any other purpose or to any
other person to whom this report 1s shown or Into whose hands t may come save where expressly agreed by our
prior consent In wrtting

We report to you our opinion as to whether the financial statements give a true and far iew and are properly
prepared Iin accordance with the Companies Act 1985 We also report to you whether in our opinion the
information given in the Directors' Report 15 consistent with the financial statements

In addition we report to you If, in our opinion, the Company has not kept proper accounting records, if we have not
recerved all the information and explanations we require for our audit, or if Information specified by law regarding
directors’ remuneration and other transactions 15 not disclosed

We read the Directors’ Report and constder the implications for our report if we become aware of any apparent
musstatements wrthin 1t.

Basis of audrt opinion

We conducted our audit in accordance with International Standards on Audrting (UK and Ireland) 1ssued by the
Audting Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the financial statements It also includes an assessment of the significant estimates and judgments made
by the directors in the preparation of the financial statements, and of whether the accounting policies are appropnate
to the Company's arcumstances, consistently appled and adequately disclosed

We planned and performed our audrt so as to obtan all the information and explanations which we considered
necessary In order to provide us with sufficient evidence to give reasonable assurance that the financial statements
are free from rmatenal misstaterment, whether caused by fraud or other wregularty or error In forming our opimion
we also evaluated the overall adequacy of the presentation of information in the financial statements

Opinion
In our opinion

+ the financial statements give a true and far view, in accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of the Company's affairs as at 315t December 2006 and of rts profit for
the year then ended,

*  the financial statements have been properly prepared in accordance with the Compantes Act 1985, and

s  the information given in the Directors' Report 1s consistent with the financial staterments
. [

/')v\ WUW C..\_()

PncewaterhouseCoopers LLP

Chartered Accountants and Registered Auditors

London
26 February 2007




JPMorgan Cazenove Limrted

Profic and loss account

Year ended 3| December 2006

T e R Note Yearréﬁéed . Year ended . Yedr ended  Year ended
371206 . - 311206 /311205 311205
C£000 7. £000 77 . .£'000 £'000
TURNOVER 2 410,888 317814
Staff costs 3 {188,680) (142.044)
Other admunistrative expenses (61.986) (60,335)
Administrative expenses (250.666) {202,379)
OPERATING PROAT 8 160,222 115435
Interest recervable and similar income 5 10,765 6,022
Gain on disposal of iInvestments 12 1,549 1,055
Interest payable and similzr charges 6 (4,038) (4.820)
Cost of early redemption of subordinated debt 7 - (10.170)
8276 (7913)
PROAT ON ORDINARY ACTIVITIES BEFORE TAXATION 168,498 107522
Tax charge on profit on ordinary acivities 9 (49.351) (30,761)
PROFIT ON ORDINARY ACTIVITIES AFTER TAXATION 119,147 76,761
Dradends 10 (72,000 -
RETAINED PROHAT FOR THE YEAR 23 47,147 76761

All activities derve from continuing operations

There were no recognised gains or losses dunng the current or preceding year cther than the retained profit
disclosed above Accordingly, no statement of total recognised gans or losses 1s presented




JPMorgan Cazenove Limited

Balance sheet

31 December 2006

T 31206 % 311206 -311208 311208
Nate £'000 £000 ~£'000 £°000
FAXED ASSETS
Tangible assets il 43,760 49818
Investment in subsidianes 2 2459 2,592
46,219 52410
CURRENT ASSETS
Financial assets held at fair value through the profit 92105 48,344
and loss account
Avallable for sale investments 12 25 25
Money paid against stock borrowed 128,705 103,962
Margin held with deanng houses 4,560 2,659
Market and chent debtors 14 398,136 257,300
Other debtors 15 31,578 51906
Cash at bank and in hand 142,452 83,436
797561 567,634
CREDITORS Amounts falling due
within one year
Financal habiles held at fair value through the profit 69,850 55,293
and loss account
Amounts due against stock lending 7874 -
Market and chent creditors 16 344207 228,138
Other creditors including taxation and soctal secunty |7 90,407 52,794
Bank overdraft 35,209 34,882
{547,547} (371,107y
NET CURRENT ASSETS 250,014 196,527
TOTAL ASSETS LESS CURRENT LIABILITIES 296233 248937
CREDITORS. Amnourts falling due
after more than one year
Subordinated loans 26 50,000 50,000
Other 19 11,284 12,582
{61.284) {62582)
PROVISIONS FOR LIABILITIES AND CHARGES pit] {15.898) (14451)
NET ASSETS 219,051 171,904
CAPITAL AND RESERVES
Called up share caprtal 22 48303 48,303
Share premium account 45,880 45,880
Revaluaton reserve 393 393
Profit and loss account 3 124,475 77328
EQUITY SHAREHOLDERS' AUNDS 219,051 171,904

e Board of Directors

MRP Power
Director

ents were approved by the Board of Directors on 26 February 2007




JPMorgan Cazenove Limited

Reconcilatuon of movements in shareholders’ funds

Year ended 3| December 2006

e

|

Iea“r 3 Year,
g3 P ended - . ended

31206, - 3171205

Note £000°. .+ '£000
Profit for the financial year H19.147 76,761
Dnadends 10 {72,000) -
Net increase in shareholders’ funds 23 47,147 76,76]
Opening shareholders’ funds 171904 95,143
219,051 171,904

Closing shareholders’ funds




JPMorgan Cazenove Limited

Notes to the financial statements

ACCOUNTING POLICIES

The financal statemenits are prepared on a going concemn basss in accordance with applicable Unrted Kingdom
law and accounting standards The particular accounting policies adopted are descnbed below

Accounting convention

These financial statements have been prepared under the histoncal cost convention, as modified by the
revaluation of certan tangible fixed assets and financial instruments in accordance with the Companies Act 1985
and apphcable accounting standards

Accounting period

The Company's financial penod was the year ended 31 December 2006 The comparative amounts are for the
year ended 3| December 2005

Foreign currency translatuon

Transactions denorrunated in foreign currencies are translated into sterling at the rates ruling at the dates of the
transactions Monetary assets and liabilrbies denominated in foreign currencies at the balance sheet date are
translated into sterling at the closing rates of exchange Any foreign exchange differences are taken directly to
the profit and loss account.

Leasehold improvements

Leasehold improvements are caprtalised and depreciated over their useful esttmated economic lives This is
restricted to the length of the relevant lease or to the date of the next break If the lease if shorter Ths ranges
from three years to the minimum lease term (25% December 2018)

Fixtures, fittings and equipment

Fextures, fitungs and equipment are held at cost less depreciation The assets are depreciated over their useful
economic lives which range from three to five years

Reinstatement costs of leasehold properties

Costs of reinstating leasehold properties are capitalised and amortised over the life of the relevant lease A
related prowvision has been established

Trading revenue

Tumover compnses

1) Gains and losses on market making and ather securtty transactions, which are armved at after taking into
account attnbutable dvidends and interest payable and recervable This 1s recorded on trade date

Wy  Gross commussions from acting as agent in nvestment business, less rebates and commissions paid away
This 15 recorded on trade date

m}  Gross underwnting commussions received, less commissions paid away This is recorded on the date on
which 1t 1s entrtled to be received and can be reliably measured

) Corporate finance and other fees These are recognised when they are contractually due

Interest recervable and payable
Interest recevable and payable are recogmised on an accruals basis

Operating leases — leasehold propertes
Operating lease rentals are charged to the profit and loss account on a straight line basis over the lease term

Contribution to fit-out costs

The contnbution to the fit-out costs of 20 Moorgate from the former partners of Cazenove & Co will be
released to the profit and loss account over the useful economic lives of the undertying assets




JPMorgan Cazenove Lirmited

Notes to the finaneial statements

I ACCOQUNTING POLICIES {conunued)
Clients’ deposits

The firm holds money on behalf of chents in accordance with the Client Asset Rules of the Financial Services
Authonty Such monies and the corresponding llability to chents are not shown on the face of the balance sheet,
as the firm 15 not beneficially enttled to them. The amount held on behalf of clients at the year end 15 disclosed
In note 24

Fixed asset invastments

Fixed asset investments held in subsidiary undertakings are valued at cost less any prowision for impairment In
value that the directors consider necessary

Financial instruments

Financal instruments are recognised and derecognised on a trade date basis They are measured at far value,
with movements in far value going through the profit and loss account for instruments held for trading Income
on financial instruments 1s recognised when contractually due

Deferred taxation

Deferred taxation 15 prowvided in full on timing differences that result in an obligation at the balance sheet date to
pay more or less tax, at a future date, at rates expected to apply when they crystallise based on current tax
rates and law Timing differences anse from the inclusion of tems of mcome and expenditure in taxation
computations in penods different from those in which they are recogrised in the financial statements Deferred
tax assets are recognised to the extent that it 1s regarded as more likely than not that they will be recovered
Deferred tax assets and labilities are not discounted

2  TURNOVER

, x S H Year endeg;“ R Year ended

- SR 311206 - 311205

- £000 £000

Equities income 158,888 120,08%
Corporate Finance/ Capital Markets Income 252,000 197,725
Total Income 410888 317814

Tumaver 1s almost entirely denved from UK operations

3 STAFF COSTS

JPMorgan Cazenove Service Company Is the employer of alt the UK based employees working for
JPMorgan Cazenove Holdings and rts subsidianes The average number of employees employed n the UK
dunng the year was 788 (2005 798) JPMorgan Cazenove Limited pays a majonty of the total staff cost va
management recharges from |PMorgan Cazenove Service Company  In the year ended 31 December
2006 this amounted to £185,682,000 (2005 £140,310,000) Staff costs of £2,998,000 (2005 £1,734,000)
were incurred In respect of those employees working in the Company's overseas branch The average
number of overseas based employees for the year was 8 (2005 7)

Pension disclosures are contained in the financial statements of JPiMorgan Cazenove Service Company and
JPMorgan Cazenove Holdings |PMorgan Cazenove Service Company, as the employer of all JPMorgan
Cazenove Moldings employees in the UK, makes contrbutions to a defined benefit pension scheme and a
defined contnbution scheme for all employees in respect of pensions.




JPMorgan Cazenove Limited

Notes to the financial statements

4 DIRECTORS
Year . Ye.ar]
erﬁ?—f’ae&w - ended

AT “u
- RS o a~o
H

3 I206 ey, o+ 311205

£00002 ° £000

Directors’ emoluments

Total emoluments (excluding pension contnbutions)

Highest paid director

Number of directors who are current members of a defined benefit pension
scheme

Number of directors whe are current mernbers of a defined contribution scheme

23
4,702 3224
2.051 1,502
No No
| 2
0 0

5 INTEREST RECEIVABLE AND SIMILAR INCOME
. S L Year 2T 1inear
o e iy endedw }:fr\)ggi
v Lo J“"&‘;:‘? e ‘a‘§;‘~m3|+11 06777, 3205
: T ;;ff St ur At L oy e
P T e LBt PR e SR b m,g-fPOg s Ly L0
Interest recevable 9,287 6019
Interest recenvable from subsidary undertalungs 92 -
Dmdends from subsidiary undertaking 1,382 -
Other income 4 3
10,765 6,022
6 INTEREST PAYABLE AND SIMILAR CHARGES
N - Year ¥ UL Year,
P * [ ooboeh g #owd s R iR s
. . b et R T iy B ol LY
3 SR e Mg JBnded JrithRy 5 7 ended
. AR 1M206%: <", ) 304708
o £000,7 ~ 7 £000,
Interest payable to group undertaking: JPMorgan Europe subordinated loan 2570 2170
Interest payable to group undertaking other 419 299
Interest payable on B 125% subordinated loan stock - 1,533
Other 1,049 818
4,038 4820

The 8 1252 subordinated loan stock was redeemed on 28t February 2005

7 COSTS OF EARLY REDEMPTION OF SUBORDINATED DEBT

The cost of early redemption of the subordinated debt in the prior year represented the cost ansing from
the early redemption of |JPMorgan Cazenove Limted'’s £100m subordinated loan in February 2005




JPMorgan Cazenove Limited

Notes to the financial statements

8 OPERATING PROFIT

A b - . s ’ e BT P! R:g_&;g)’earir 1xl¢:§”;§§%r
o poseoe erfas I Juended, (in g chded
- - TR B%gj . CRUERTEI05
Operaung profit 1s stated after charging/ (crediung) €000 “YIE000
Depreaation 6957 8180
Foreign exchange differences (1.683) (934)

Operating lease rentals
* land and bulldings 7015 7018

Fees paid to auditors in respect of audrt and non-audit services were borne by an affilated company in the

current and pnor years

9 TAX CHARGE ON PROFIT ON ORDINARY ACTIVITIES

The tax assessed for the year s lower than that resutting from applying the standard rate of corporation tax

The differences are explained below

91 ANALYSIS OF TAX CHARGE

. _Yeir'ended <, 'Year, énded wéﬁféigﬁed : ”‘@M
o v - 3? 1206 B 5:;231 1206 | ;”LM;,],JQ{Z%OS im«qfl‘;@gp}
5 - - £000 AcE 000, " » E TEG00 . | ~E4500
i PR - mm%’# - P B £
UK corporation tax at 30% 28,428 18,221
(Year ended 31 1205 30%)
Consoruum relief 21,301 12,454
Adjustments in respect of prior years (1.283) 161
Current tax charge for the year 48446 30,836
Deferred fax
Timing differences, ongnation and reversal (227) (30)
Adjustments in respect of prior years 1,132 15
Total deferved tax charge 905 {75)
Tax on profit on ordinary actvities 49,351 30,761




JPMorgan Cazenove Limited

Notes to the finanaial statements

92 FACTORS AFFECTING TAX CHARGE FOR THE CURRENT YEAR

a St I Lo 311208
- ’ B A SR L a0
Profit on ordinary actvties before tax 168,498 107,522
Tax on profit on ordinary actvities at 30% (Year ended 31 1205 30%) 50,549 32257
Factors affecting charge
Pricr year cost of redeeming subordinated debt now decuctible for tax purposes - {1.078)
Dilapidations/amortisation not deductible for tax purposes 238 226
QOther expenses not deductible for tax purpeses 6% 49
MNon-taxable reverse premium (258) (387}
Non-taxable release of contribution to fit out (558) (722)
MNon-taxable profit on disposal of subsidiary undertakings - 3BI17)
MNon-taxable wnte back of investment in subsidiary undertaking (465) -
DCepreciation in excess of capnal allowances 227 90
Depreciation on assets not qualifing for capital allowances 250 557
Underlying tax on overseas dwvidends receved (323) -
Adjustments in respect of pnor years (1.283) 161
Current tax charge for the year 48,446 30,836
DIVIDENDS
L :IM Lo - Coe ey S d 11206 =311205
RIS x ‘M“‘am. T R

Intenm paid in March 2006

TANGIBLE FIXED ASSETS

72,000

A - - = Fictures; ..
E l:i“: <P " - L w&? A g - i jﬁ{ézﬁgzaa ]
- :; NE = “ - ML" e i“ o S ) a0 : J?l{k *:;,iig’ i Yeﬁﬂp:rﬁmt}m}w e g:e: V;ﬁgg
F i e ; i £000 o £000 - £1000; -£.000
Cost
At | January 2006 10,510 600 45,585 14,284 70979
Additions 542 - 320 4| 903
Written off in the year - - (146) {1,130 (1 276)
As at 3| December 2006 11,052 600 45,759 13,195 70,606
Deprecation
At | January 2006 1,780 - 871l 10,670 21,161
Charge for the year 793 - 3467 2,697 6957
Whitten off in the year - - (142) {1,130) (1.272)
Depreciation at 31 December 2006 2573 - 12,036 12,237 26,846
Net Book Value
At 31 December 2006 8,479 600 33723 958 43,760
Net Bock Value
At 31 December 2005 8,730 600 36874 3614 49818




JPMorgan Cazenove Limited

Notes to the financial statements

12 INVESTMENTS

- — i L et
.- - Investmems E|n§,ﬁAva,l!aI:'Itﬂ.= for®: saigﬁ-‘ig%gﬂ : ;Big;‘[g@l

v - Lidhea s - HE, o et
e, ,%?%k PP j“!}%’i‘af; m,i?f;??w; i i,”;‘"“ed?%;"’,ff oy b
- ST Dmizﬁ‘%%ﬁamva&henm Saner T CTREL000
- = Lk v 5 iﬁs ”";"’Nﬁl;‘:ﬁi P “mﬁ%m ”““}‘g aa;).ggtu
g iN o S o o
Balance at | january 2006 2592 25 2617
Disposals (133} - (133)
Balance at 3| December 2006 2,459 25 2,484

JPMorgan Cazenove Limited's loan to Cazenove AG was redeemed dunng the year It acquired the loan at
an impaired value of £133,000 The profit ansing on redemption was £1,549,000

In the prior year, it realised a profit of £1,055,000 on disposal of some subsidianes following the
restructuning of the group

13 FINANCIAL INSTRUMENTS AND RISK MANAGEMENT
The financial assets and habilties of the Company compnse

. Financial assets and labilities held at fair value through the profit and loss account, all of which are
trading book investments, are in listed securtties and marked to market.

. Cash at bank and in hand 1s held at rts cash value and includes cash deposits Deposits are normally
placed overnight and are always deposited with a maturty of less than one year

. An avallable for sale investment which 1s shown at its £25,000 cost figure as this 15 not matenally
different to fair value

. COther liabilries held at their cash value, with the only contractual cash hability held with a matunty
of more than one year being the subordinated loan {see note 26)

Financial assets and habilities are recognised on a trade date basis Market counterparty debtors and
creditors predominantly relate to trades not yet settled

No financial assets or labilities are categonsed as held to maturtty investments, nor are any such assets or
habilties hedged for accounting purposes Carrying values on the balance sheet for financial assets and
habilities equate to fair values

Rusk management 1s subject to Group board policies on nsk exposure and tolerance Particular nsks are
considered below

a) Market nskis assessed on all trading book positions by vanous means including Value at Risk (VaR} It
15 Group policy that VaR on the trading book will not exceed £3 Om at a 95% confidence level with a
one day time honzon VaR dunng the year to 31 December 2006 never exceeded £592,000 and as
at 3| December 2006 was £148,000 (3| December 2005 £150,000)

b) Trading book credit nsk only occurs with any significance due to participation by the Group in
underwrttings and placings Counterparty exposures due to such participations amounted to £nil as at
31 December 2006 (31 December 2005 £nil} Such participations are exarmined by and have to be
approved by the Group's Commitments Committee

<) Credt or lquidity nsk ansing from potential defaults on cash deposits 1s mitigated by the Group's
policy of himiting exposure to any single bank to a set imit and only placing deposits with banks
approved by the Group's Credit and Limits Commuttee with reference to prevailing credrt ratings




JPMorgan Cazenove Limned

Notes to the financial statements

14

MARKET AND CLIENT DEBTORS

TR T
Bed s - o £000.7 -° 7 £000
Market and client debtors include
Amounts owed by subsidiary undertakings 5045 5.806
OTHER DEBTORS
311206 311208
€000 . £000,
Amounts owed by parent undertaking 7577 7452
Amounts owed by fellow group undertakings 2,764 17,256
Amount owed by subsidiary undertaking 705
Corporation tax recoverable 4,074 12,046
Other debtors 13971 12,151
Prepayments 2487 3,001
31,578 51,906
MARKET AND CLIENT CREDITORS
- i Rk _ 301206 531205
"n . E o vw-i;-” ¥ ;{r‘ : i 00 K‘%Hi’;l;% :{ . ) x‘* 't"z-‘ow
Market and client creditors include
Amounts owed to subsidiary undertakings 11,967 1,887
OTHER CREDITORS INCLUDING TAX AND SOCIAL SECURITY
311206 311205
£060 £'000
Amount owed to fellow group undertaking 52,134 24,103
Amount owed to subsidiary undertaking 1,223 4,468
Contrbution from former partners of Cazenove & Co 1,590 1,859
Corporation tax 19,825 11,862
Other creditors 11,606 6913
Accrued interest payable on JP Morgan subordinated loan 235 223
Accruals and deferred income 3794 3366
90,407 52,794




{PMorgan Cazenove Limited

Notes to the financial statements

18

20

pd |

OPERATING LEASE COMMITMENTS

At 3| December 2006, the Company was committed to malking the following payments dunng the next
year in respect of operating leases

<. B I206 .- 31208
S e and Bldingss Lind and bulldmgs
e 2 ;ﬂgf?;%w " £000
Leases which expire
Within two to five years 210
After five years 7591 8,202

CREDITORS AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

- 311206 31 1205
- . :;mwéww ¥ ’2'5&
- 43 £000 - £9
Contnbutions from former partners of Cazenove & Co 10,106 11,696
Amounts owed to fellow group undertaking 1,178 886
11,284 12,582
PROVISIONS FOR LIABILITIES AND CHARGES
C e ! “iz’gﬁ ) e Reinstat“é*f%iéntif%;ﬁ‘ w[)*e;{e"f'fé:a;?;;:} 5 igsj}%‘ﬁfégafl
- - ' ; i L P‘rowsnon ik iiiﬁqwmr% } . »f‘“}j:‘%g;j
SR cooow CoSERom0E T 0000
- 2 2 ot % sos beth
1) Prowision at | January 2006 IO.SIO 3941 14,45
Movement in the year 542 905 1,447
Provision at 31 December 2006 11,052 4,846 15,898
i) Analysis of deferred tax balance
Capital allowances in excess of depreciation 4,846
Other short term trming differences -
Provision at end of year 4,846

The reinstatement prowvision relates to obligations to reinstate the Group's mamn office at 20 Moorgate,
London, to the landlord’s requirements as specified in the lease agreement at the end of the lease in
January 2026 (or at the next break clause in December 2018) The eventua! cost of this or any negotiated
settlement 1s highly uncertain, but the prowision 1s based upon an estimate at current pnces by a qualified
surveyor

GUARANTEES

JPMorgan Cazenove Limited has guaranteed 1o certain counterparties the settlerment of securties
transactions undertaken in the normal course of business
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CALLED UP SHARE CAPITAL
. - 311208+ 7 - - 3141205
‘ - Tt T TR i e
e sy - e LREbepT L T
Authonsed
600,000 000 ordinary shares of 10p each 60,000 60,000
Called up, allotted and fully pad
483,034,776 ordinary shares of 10p each 48,303 48,303
PROFIT AND LOSS ACCOUNT
311206 311205
Ly ' vt bl £ e
i i 5 E000, s CE000
Retained profit brought forward 77328 567
Profit on ordinary actities after tax 119,147 76761
Dadends (see nate 10} (72000) -
Retained profit carmed forward 124475 77328

CLIENTS' DEPOSITS

At 31 December 2006, amounts held by the Company on behalf of clients in accordance with the Client
Asset Rules of the Finanoia! Services Authonty amounted to £380,758,000 (31 December 2005
£829,012,000) The Company has no beneficial interest in these deposits and accordingly they are not
included on the Company's balance sheet.

CONTINGENT LIABILITIES

The Company has contingent liabilies, which cannot be quantified, in respect of letters of indemnity
(pnncipally for certified stock transfers and share certificates) given in the ordinary course of business

SUBORDINATED LOANS

The £50.000,000 subordinated loan stock from JP Morgan Europe Limited was issued on 28t February
2005, due for repayment in 2015 The loan cames an interest rate of LIBOR + 40 basis points for the first
five years, and LIBOR + 140 basis points thereafter This loan meets the critena of an ‘approved
subordinated loan' for regulatory purposes

CASH FLOW AND RELATED PARTIES

The Company 15 a wholly-owned subsidiary of jPMorgan Cazenove Holdings and 1s included n the
consolidated financial statements of |PMorgan Cazenove Holdings, which are publicly avatlable
Consequently, the Company has taken advantage of the exemption from prepanng a cash flow statement
under the terms of FRS | The Company s also exempt under the terms of FRS 8 from disclosing related
party transactions wrth entries that are part of JPMorgan Cazenove Holdings or investees of JPMorgan
Cazenove Holdings

PARENT UNDERTAKING

The parent company of the largest group for which consolidated financial statements are prepared and the
ultmate parent company 15 JPMorgan Chase & Co, a company imcorporated in the Unsted States of
Amenca. The smallest group of which the Company 1s a member, and which 15 required to prepare
conschdated financial statements, 1s |P Morgan Caprtal Holdings Lirnited, registered in England and Wales
The consolidated financial statements of this group are avallable to the public and may be obtained from
The Company Secretary, 125 tondon Wall, London EC2Y 5A), England
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29 SEGMENTAL REPORTING

No segmental reporting 1s presented apart from that of turnover (see note 2) as no further such reporting
15 considered meaningfu! by the directors

30 POST BALANCE SHEET EVENTS

The Company has proposed an intenm dividend of £112,000,000 in February 2007 The payment, if
confirmed, will be presented in the Company's results in the year to 31 December 2007




