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2006 Highlights

u Turnover ug 718% to £8.65 million {2005: £4.86 million)
= EBITDA* up 144% to £4.03 million (2005: £1.66 million)

= Operating profit (before share option reserve) up 142% to
£3.87 million (2005: £1.60 million)

= Strong EBITDA margin of 47% up from 35% in 2005
= Adjusted earnings per share up 122% to 7.3p (2005: 3.3p)
= Maiden dividend of 1.7p per share

m No debt and cash resources of £3.35 million up from £1.67
million in 2005

= Average daily Spread betting trades up 120% to 4,314

= Number of live financial Spread betting client accounts
increased 95% to 8,708

» Forex monthly trading volumes increased significantly
during the year rising from US$$1.3 billion in January 2006 to

US$13.2 billion in December 2006

*EBITDA represants earnings before exceplanal admimistration costs share option reserve depraciation taxation interest recewvable on corporate cash
balances and includes interest recewnvable aon clients money net of interest payable to clients
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About Us

Welcome to London Capital Group Holdings plc

Based in the City of Landon, Londor Capital Group Holdings plc
{ LCG ) 1s a rapudly growing financial services company offering
online trading Its core activities are the prowsion of spread
betting products on the financtal markets to retail clients under the
trading name Capital Spreads {capitalspreads com), online foreign
exchange trading services to insiitutional and intermediate chents
under the Capital Forex brand (capitalforexprocom) and
nstitutignal  derivatives broking under the npame Capral
Denvatives (capitalderivatives co uk)

As experienced risk managers, LCG aim to provide customers
with the most campetitive prices and best value for money in the
marketplace Customer service 1s a key priority and LCG
continues to offer customers a high qualty service through
regular upgrades, investment in technology and the development
of new products

LCG 1s authonised and regulated by the Financial Services
Authenity, has a European passport and holds mambearships of the
London Stock Exchange, Liffe, Eurex and Euronext gwing it direct
access to all majar European markets LCG also has access to
international markets through its global ¢learning relationships

About LCG

LCG was onginally established in the mid 1990s as a proprietary
trading business, under different management In September 2002,
it commenced trading as an institutional broker (now known as
Capital Derwvatives) concentrating on the inter-bank futures
market The arriva! at LCG of the current management prec pitated
the launch of LCG s spread betting division, Capital Spreads, in
Octaber 2003 LCG s legacy proprietary trading business was hived

Lendon Capital Group Holdings plc

off in early 2004 to leave LCG as a pure spread betting and
denvatives broking business

In Octaber 2005, a Forex dwision was launched to market FX
products to nstitutional chents This divsion trades under the
name of Capital Forex

LCG floated on AIM on the 22 December 2005 with an issue price
of 82 pence per share The placing raised approxmately £15
million for the company and {at Admission) the market
capitahsation at the (ssue price was approximately £31 4 milhon

Spread Betting

Capital Spreads offers an online financial spread hetting service to
private Individuals, share clubs and private organmisations
Customers can speculate on a wide vanety of financial products
and benefit from low margin requirements and ught spreads The
Spread Betting division also incorporates the Binary Bet business

Capital Forex

Capital Forex affers financial nstitetions hedge funds and
professionai trraders access to multibank portals, enabling them to
trade with multipfe counterparties at the hest possibie rate with
deep liguicity using a prime broker s credit Iine

Capital Denvatives
Capnal Derwatives provides execution services for exchange

traded futures and options tn fixed income products for
institutional chents




Chairman and CEQ’s Statement

FRANK CHAPMAN

The Group has had another successful and exciting year in
2006, hoth in terms of profit and business development We

have laid the foundatrons for the future expansson of the
Group, having invested substantiatly in people, IT and
infrastructure duning the year Simultaneously, we have
more than deubled our EBITDA and operating profit
compared to 2005

Resuits

Dur businesses all performed robustly with Group turnover
nsing by 78% to £8 65 million EBITDA was up 144% to £4 03 million
and operating profit also rose by 142% to £387 million
Both the EBITDA and the operating profit are stated before
recognising an expense of £0 54 million refating to the creation
of a share aption reserve for the first time 1n 2006 Net cash inflow
from operating actwvities increased to £13 23 mihon from £5463
milbon in 2005

This perfermance reflects the increased number of spread betting
accounts and trades, which averaged 278,000 trades per guarter
during the year {2005 129,000 trades per guarter), a like for like
increase of 115% Furthermore, the Capital Forex divisian which
commenced actvities in iate 2005 has generated significant
moementum during the year In the secand half of the year the
average trade ticket size was over USE2 milhon and trading
activity increased from US$2 } billion in the fourth quarter of 2005
1o USE38 7 billion in the same quarter of 2006

The Capital Dervatives division had a good year in an increasingly
compettve markel, showing an crease in volumes of 20%
over 2005

We apponted Raj Gandhr as Group Finance Director in the
fourth quarter of 2006 and his fuller financial review follows
this statement

Dividend

The Group s policy (s to pay dwvidends which seflect the earnings,
cash flow and potential of the Group

The Board propases that the Group pay a fufl year dividend of 17p
per share on 20 Apnil 2007 1o ordinary shareholders gn the register
an 30 March 2007 The dwidend 1s subject to appraval at the
Annual General Meeting to be held on 19 April 2007

Operating Review
Capital Spreads and Binary Bets

Capital Spreads, our financial spread betting business, has
continued to enjoy exceptional growth dunng the period wath the
number af live accounts having grown from 4,456 at 31 December
2005 ta 8,708 at 31 December 2006 Trading volumes were also up
115% n 2006

“2006 was a year of significant
expansion for LCG. We have
enhanced the scalability of our
various businesses and have laid
the foundations for the future
growth of the Group.”

Whilst our marketing activity plays a signihcant partin building our
chent base, our reputation means that in excess of 50% of Capital
Spreads clients are acquired via word of mouth or
recommendation These chents are attracted to our highly
regarded and popular service due in great part to our commitment
to some of the tightest spreads in the industry

It remains aur policy not to accept bets from US resident clients

Capital Forex

Capnal Forex has enjoyed an excellent year with substantial
growth n trading, culminating 1n a large increase in month-an-
month volumes fram the muddle of 2006 through to the end of the
year The division achieved daily turnover in excess of USS1 hiilion

Annual Report 2006




Chairman and CEQ’s Statement continved

FRANK CHAPMAN

“Capital Forex together with its
excellent liquidity, pricing and
hands-on personal customer
support, has generated favourable
reviews throughout the forex
community.”

on several occasions in November and December leading to an
impressive incraase in profitabiity along with a large influx of new
enquiries from potential chents of all sizes Trading actwvity n
Capital Farex increased to US$38 7 billion in the fourth quarter of
2006 from US$2 1 billion in the same quarter of 2005

Capital Forex, with its excellent quidity pncing and hands-on
personal customer suppart has generated favourable reviews
throughout the farex commumity leading to significant interest in
the product

Notably the marketing budget for the year was minimal yet the
divisian signed up in excess of 100 new nstitutronal and
professional clients The average trade ticket size of over US$2
milhon in the second half of the year 1s particularly pleasing and
should encourage more mstiiutional customers to opan accounts

Given these facts the Board reascnably expects the Forex divisign
10 enjoy centinued growth throughout 2007 and beyond
Capital Denvatives

In an increasingly competitive market Captal Derivatives
increased volumes by 20% dunng 2006

In the third quarter of 2006 some major new (nstitutional chens
ware signed up and the division was further strengthened by the
arnval of experienced new personnel

During the first quarter of 2007 expansion into the institutional
equities market 1s planned by offering both cash and equity
dervative broking This will further broaden the reach and client
base of the division with growth expected in 2007

Growth Strategy

Our growth strategy in spread hetiing remains organic, augmented
by white label partnerships and international expansion

During 2006 we launched white labels 1n South Africa,
Scandinavia and Greece and have now translated our spread
betting platiorm into German French Dutch and Chinese With
the implementation of new Eurcpean directives dunng 2007
the Group plans to market Capital Spreads products throughout
Europe with associated growth ansing from this region In
2008 As the benefits of trading via a spread betting platform
bacoms more ewident glcbally Capital Spreads 1s very well
placed to take advantage of its strong brand name reputaton and
gualty product offering and will cantinue to be a major player in
this sector

The Forex division will continue ta concentrate on its instiutianal
customer growth, marketing its platform to major insututions
internationally In additran, we plan to launch a more retail fecused
{orex trading platform in the second quarter of 2007 delivering our
superb hquidity to a more broadly based market

Capital Oervatves s highly respected in the industry for its
options expertise and plans to continue to capitelise on this
during 2007

We are also prepanng for the impact of the new Furppean
MiFID (Markets in Financial Instruments Directive} and Capital
Adequacy drectives which will come into force during the latter
part of 2007

“2006 was a year of significant
momentum for LCG, with strong
organic growth in its main trading
divisions and major investment in
scalable infrastructure, preparing
the platform for continued future
growth in 2007 and beyond.”




Chairman and CEQ’s Statement continues

FRANK CHAPMAN

Employees

On behalf of the Board, | would Itke to thank all our employees
including divisional heads for thewrr continued contribution hard
work and support duning the past year Qur business would not
have achieved these mpressive results without their effort
and dedication Qur emplayee numbers have nsen from 17 at the
start of the year to 33 at the end of 2006, in fine with tha expansion
of the business

The increase n employee numbers, together with the expiry
of cur lease, prompted the reguirement for wmproved office
space and faciities As a result, in August 2006 the Group
relocated offices to 12 Appold Street, London whera we were
able to buld and nstall the new IT infrastructure needed to
suppart the scalabibity of our predominantly electronic
businesses going forward

We firmly believe that our emaloyees are our most valuable assst
and, in recagnition of this we have introduced the Group share
option scheme

My thanks alse go to my fellow board members and semor
management for all ther efforts | would also ke to take this
opportunity to welcome Ra) Gandhi our new Group Fnance
Director and also Jack Inghis our new Non Executive Director, to
the team

On 5 February 2007 we announced that our two non-executive
directors, Rob Loosemore and Geoffrey Forster, would be stepping
dawn pending the outcome of the investigation into Torex Retail
plc  with which they were each connected They both
subseguently resigned fram the board of LCG and we appointed
Jack Ingls as a Nen-Executive Director on 15 March 2007

Both the Audit Committee and the Remuneration Committee
are being chaired by Rachel Waodford with the supporting
member for each committee being Simon Denham and Raj
Gandhi respectively

Current Trading and Qutlook

2006 was a year of sigmficant momentum for LCG, with strong
orgamc growth i its main trading divisions and major Investment
in scalable infrastructure, prepanng the platform for continued
future growth in 2007 and beyond Capital Spreads continues to
attract new customers at an encouraging rate and Capital Forex is
also growing rapidly 1n an expanding market

Overall we are delighted with the progress made by the Group
and we remain confident that 2007 will deliver further
shareholder value

Frank Chapman
Chatrman and Chief Executive Othcer




Group Finance Director’s Review

RAJ GANDHI

1 am delighted to report on the financial performance of the
Group for 2006, its first full year of reporting as an AlM listed
company These are exciting times for LCG with many

opportunities for growth and expansion ahead

The Group continues to grow at a rapid pace across its man
dwvisions and this 1s reflected in all key financial metrics The
turnover from our continuing business rose by 78% to £8 65 million
from £4 8§ million last year

As a result, EBITDA increased by 144% to £4 03 milhon {2005 £1 66
million) and 1s state¢ before recogmising an expense of £054
million (2005 ENil) relatng to the share option reserve This
reserve was created for the first time during the year and arises
from the adoption of FRS 20 Share Based Payment

EBITDA represents earnings before exceptional administration
costs share option reserve, depreciation, taxatien, interest
receivable on corporate cash balances and includes interest
receivable on chents money net of interest payable to chents

“These are exciting times for LCG
with many opportunities for
growth and expansion ahead.”

The EBITDA margin was 47% up from 35% in 2005 and represents
EBITDA as a percentage of turngver This clearly demenstrates
our ability ta benetit from operational gearing

The operating profit, befare the expense relating to the share
option reserve rose to £387 milhon (2005 £160 million)
representing an increase of 142% After adjusting for the share
opuion reserve, aperating profit rose by 108% to £3 33 million {2005
£160 milhan}

Net cash inflow from operating activittes ncreased to £1323
milion from £563 milhon in 2005 Earnings per shara also
increased hy 122% to 7 3p from 3 3p 1n 2005

Bath the Capital Forex and the Capital Derivatives divisions are

operated under a profit share arrangement with managers wha
head up each gwision As a result, the profit generated by the

Landon Capital Group Holdings plc

wrngver 15 shared and the operating profit 1s stated after the
deductian of such profit share

The Group maintains a low cost operation by companson with
other companies in our sector because of the continued use of an
outsourcing madel

We are pleased to report the Group had no debt at the year end,
the same as1n 2005 thad cash resources of £335 million up from
£167 milhon i 2005, after allowing for nermal business running
casts and large payments made for capral expenditure and
corporationtax This serves to demonstrate a high conversien rate
of profit into cash

The Group will seek approval, at its Annual General Meeting far
its maiden final devidend for 2006 of 1 7p per share resulting in total
dividends for the year of £650,000 This represents a dividend
coverof 43

These results have been reported under UK GAAP The Group will
be adopting international accounting standards in 2007 and future
results will therefore be reported under IFRS

Ra| Gandh
Group Finance Director




Board of Directors

Executive Directors

Francis (Frank) Chapman
Chairman and
Chief Executive Officer {Age 56)

Frank was appointed Managing Directar of LCG in Apnl 2004
having been on the board of LCG since October 2003 Before
Joining the Group, Frank was a director at Cal Futures, London
Investment Trust and Baring Secunties He has also been a
managing director at Deutsche Margan Grenfell and subsequently
managing director of Amerex Petroleum Throughout Frank's
career, he has been principally involved in the denvatives and FX
markets in bath sales and trading

Rachel Woodford
Sales and Marketing Director (Age 37)

Rachel s a founding member of Capital Spreads and heads up the
Groups sales and marketing, having launched the brand in
Dctober 2003 Before ca-foundig Capital Spreads, Rachel spent
four years as marketing manager for Cantor Index where she was
instrumental to the launch of Cantar Index Cantor CFDs and
Centor Sport She also worked at City Index Rachel holds a
Masters degree in Marketng from Guildhall University Londen

Non-Executive Director

Jack Inglis
Non-Executive Director (Age 45)

Jack Inghs spent the last 15 years of his career at Margan Stanley
& Co Internaticnal in London, mast recently as Managing Director
and Co-Head of European Prnime Brokerage Previously he was
Head of European Equity Linked Qrnigination and Head of
imernational Convertbles He left Morgan Stanley n January
2007 Pnor 1o joining Morgan Stanley Jack worked in the fixed
ncome and convertible bond market teams for HSBC/James
Capel in Londen and Paris

Simon Denham
Chief Operating Officer {Age 45)

Simon designed, commissioned and runs the spread batting division
of LCG He joined LCG in March 2003 and jotned the board of LCG n
Octaber 2003 Prior ta this, Simen ran the options and denvatives desk
at Cantor Index speciahsing in spread beting for the general pubhc
Before Cantor Index, Simon worked for Chrisuamia Bank, where he
launched the banks nterest rate denivatives and options desk, trading
In swaptions, swaps capsffloors, futures, FRAs and government and
corparate bonds Before Christania Bank Simon worked for Bank of
Nova Scota where he was responsible for the inter bank and
corporate swap market making in ltalizn Lira and Spanish Peseta

Raj Gandhy
Finance Director (Age 45)

Raj was appointed to the board in November 2006 Previously he
spent five years at Royal Dutch Shell p/c as a Business Analystin
Group Reporting and as an Internal Audit Manager responsible for
trading and treasury activities Prior to that, Ra) warked at Man
Group plc for three years as a Treasury Risk Consultant His career
alse includes five years spent as Group Treasurer and Tax
Manager at Empire Stores Group plc, 2 mail order retailer Raji1s a
fellow of the Association of Chartered Certified Accountants and
Is also a member of the Associauon of Corparate Treasurers

Annual Report 2006




Directors’ Report

The directors present their annual report and the audited financial statements far the penod ended 31 December 2006

The Bustness and 1ts Management

Principal Activities

London Capital Group Holdings plc 1s a cash generative supplier of financial products Operating through its principal subsidiary, Landan
Capital Group Limited, its core activity 1s the prowvision of spread bettng products on financial markets to retail ¢lients It also provides
institutional derivatives broking and foreign exchange trading services to institutional chents and retail brokers

Developments affacting the Group during the year and its prospects for the future are evaluated in the Chawrman and Chief Executive Officer s
Statement on pages 3to §

Research and Development
The Group s research and development programme 15 concentrated on enhancing the bespoke software systems which are fundamental to
Its activities

Fixed Assets
In the opirion of the directars the market value of the Group s properties at 31 December 2006 1s not significantly different from the book value
shown in the financial statements

Employment of Disabled Persons

Full and fair consideration s given to employment applications from disabled persons having regard to therr particular aptitudes and abilines
So far as 1s pracucal, arrangements are made to continue the employment of an individual whe becomes disabled Disabled empioyees are
given fair consideration far traiming career development and promotion

Employment Policies

The development of employee ivolvement in the Group's business is kept under regular review and the directors are committed ta
encourageng greater involvement by all employees Formal and informal briefing of employees takes place as appropriate

The Group takes all reasonable steps ta ensure that employment candibians are equal in all respects for both men and women

Charitatle and Polittcal Donations

During the year, the Group has not made any political donations Charitable donations totaling £4 000 {2005 £5 000) were made to the foilowing
charitres Cancer Research UK, Oxfam, NSPCC and RNLI

Statutory and other Complhiance

Diwvidend
Group profit for the year after tax amounted to £2 404,000 {2005 £304,000)

The directors recommend the payment of & maiden final diwidend of 1 7p per ordinary share amounting to £650 000 !f appraved, the dwvidend
wili be pai on 20 April 2007 to shareholders on the register at 30 March 2007

London Capitat Group Holdings plc




D i e CtO I'S' Rep Ol't continued

Substantial Interests n Shares
Details of substantial holdings in the ssued ordinary share capital of the company nonfied as at 20 February 2007 were

Number of Shares % of
Simon Denham 8,140,000 2126
Frank Chapman 7 040,000 1838
Rachel Waoodferd 4,820,000 1259
Legal & General Investment Management Ltd 2 215000 578
BlackRock, Inc 2,043,213 533
The Goldman Sachs Group Inc 1,637,352 428
BT Pension Scheme Trustees 1,190 582 in

Health and Safety

The Group aims to provide and maintain a safe working environment for all its employees and wisitors and seeks the involvemant af its
employees i improving health and safety throughout its operations The board keeps its health and safety policy under regular review to take
account of changes in legislation, best practice and the working enviranment

Environment

Given the nature of its activities there 1s hmited scope for the Group to have a major impact on enviranmental matters Nevertheless, the
directors are mindful of thew responsibilities in this regard and strive to seek opportunities where improvements may be made s likely that
these will be concentrated in areas of energy conservation and waste contral

Payment of Commercial Debts

The company s pelicy in relation to all of its supaliers 15 to settle the terms of payment when agreeing the terms of each transaction pravided
always that it 1s satisfied the supplier has provided the goods or services n accordance with the agreed terms and conditions The company
does not follow any code or standard on payment practice but it 1s the company s policy, unless otherwise negotiated to pay all its suppliers
within 30 days of the end of the month 1n which it received the goads or services

The number of days purchases { creditor days '} outstanding for payment by the Group at the year end was 32 days (2005 32)

Authorsty to Allot Shares

In accardance with cusrent guidelines, the directors seek authonty for a penod of five years from the date of the Annual General Meeting to
allot a maximum of 16,707 317 relevant securities This represents the current amount of the authonsed but unissued ordinary share capital
Further in order to retain same flexibility the directors seek power to allot 1,914,630 equity secunities whally for cash other than on a pre-
emptive basis to current shareholders pro-rata to their existing holdings This amaunt represents 5% of the 1ssued ardinary share capital on
the balance sheet at 31 December 2006 Resclutians covering the abave matters appear as Items 7 and 8 in the Notice convening the Annual
General Meeting on page 34

Auditors
Hurst Marnsen Thamson LLP have indicated ther willingness ta continue in office and a resclution for their re appointment as auditors of the
company will be proposed at the forthcorming Annual General Meeting

Directors, their Remuneration and therw interests

Directars
The names of the current directars together with brief biographical details are shown on page 7

Raj Gandhi was appointed a dizector on 30 November 2006 Robert Lopsemore and Geoffrey Forster resigned and Jack Inghs was appointed a
director on 15 March 2007

tn accordance wrth article 90 of the company s articles of association Rej Gandhi and Jack [nghs retire and, being ehgible, each offers himself
for re appointment

Annual Report 2006
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Directors’ Report coninved

In accordance with article 84 of the company s the articles of asscciation, Frank Chapman retires by rotatien and, being eligible, offers
himself for re-appomtment Raj Gandhi and Frank Chapman each has a service contract which s terminable by the company on nat less than
6 months naotice

The board recammends the re appointment of each of the above retinng directors

Directors service agreements
All executive directors service contracts are subject to & months’ notice of termination fram the company and 6 months from the employee

The non-executive directors are each appainted for fixed terms of 12 months and these terms are extendible by mutual agreement All appointees

are subject ta regular re-appointment by shareholders Contracts are terminahle on three months notice exceptin the case of the company being
taken aver or the individual concerned becaming prohibited by law from acting as a director tn which case termination (s immediate

Directors contracts 1

Executive Directors Date of contract Natice period
Frank Chapman 15 December 2005 6 manths
Simon Denham 15 December 2005 6 months
Rachel Woodford 15 December 2005 6 months
Ra) Gandhi 12 Saptembar 2006 6 months
Non-Executive Directors Date of letter of appointment Peniad of appointment
Jack Inglis 15 March 2007 12 menths

Non-Executive directors remuneration
The remuneration for non executve directors 1s set by the full board on the recommendation of the executive directors Remunerabon
comprises an annual fee Non-executive directors are not eligible to participate i any of the company s bonus schemes

Remuneration policy
It s the company s policy to provide far each of its executive directars a remuneration package which 1s adequate to attract, retain and
motivate indwiduals of the appropriate cahibre, whilst at the same time not paying more than I1s necessary for this purpose

Executive directors remuneration
The remuneration of the executive directors 1s determined by the remuneration committee

The fallawing comprised the principal elements of executive directors remuneration for the period under review

* bhasic salary

+ annual cash bonus

* healthcare for the executive diractar, spouse and dependent chitdren
« gym membership {far Frank Chapman ard Rachel Woodford only)

Share options

On 14 December 2005 the directors adopted the London Capital Group Holdings plc Entesprise Management Incentive Scheme and the Londan
Caprtal Group Holdings plc Unapproved Share Option Plan

Landan Capital Graup Holdings plc




Directors’ Report continue

Directors emoluments

Summary remuneration table
The varigus alaments of ramuneration {excluding employer pension contributions) received by each director were as follows

Salary & fees Benefits Annual Bonus Other Total

Year to 31 December 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

£ £ £ £ £ f £ f £ £
Executive
Frank Chapman 105,000 74112 34393 2,029 5000 60,000 - - 113493 136141
Siman Denbam 105,000 74,112 497 530 5000 127 890 - - 110497 202,532
Rachel Woodford 105,000 35000 905 652 5000 75486 - - 110805 111,498
Raj Gandhi* 9,872 0 1] ] 0 0 - - 9872 ]
Subtotal 320872 183,224 4,895 3 15000 263,736 - - 4 344767 45017
Non executive
Robert Loosemaore 36,000 1,630 - - - - 35,000 1,630
Gecffrey Farster 25000 1,164 - - - 25,000 1,164
Subtotal 60,000 27% - - - 60,000 2,794
TOTAL 384,872 186018 4,895 3an 15000 263,736 - 404767 452,965

* period from 20 November 2006
Benelits fwinch are taxable) comprise the prowsian of healthcare and gym membership

The highest pa:d director was Frank Chapman

Pansion benefits

No director has an entitlement to pension benefits from the company

Directors inzerasts in shares

At 31 December 2006

At 31 December 2005

Ordinary shares Beneficial Non-beneficial Benehicial Non-beneficial
Frank Chapman 7 040,000 - 1,040,000
Simon Denham 8,140,000 - 6,140,000
Raj Ganéh 15,000 - -
Geoffrey Forster 811 - 6097
Robert Loosemore 121,951 - 121,951
Rachel Woodford 4,820 0C0 - 4,820,000

By order of the board
Peter Dawes
Secretary

Annual Repart 2006
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Corporate Governance Statement

The directors am to comply with the provisions of the Combined Code so far as it 1s practicable and appropriate for a public company of its
size and nature

The directors believe the Board 1s soundly constituted and, at this stage of the Group s development, it is felt the functions of a Norminatien
Committee can he adequately fulfilled by del:beration of the full Board, this will nevertheless be kept under review

With eleven Board meetings spread throughout this first year, the Board was able 0 exercise control over the actwities of tha Group There
was a clear distinction during 2006 between the rola of the nan-executive chairman 1n running the Board and the chief executive in running
the business The latter s abliged to comply with a schedule of matters requiring Board appreval befare implementatian, tus schedule will be
reviewed by the Board at least annually

In 2006 Geoffrey Forster had been designated Semior Independent Directar

On 5 February 2007, we announced that our twa non executive directors, Rab Loosemore and Geoffrey Forster, would be stepping down
pending the cutcome of the invesugation into Torex Retail ple, with which they were each coanected They both subsequently resigned {rom
the board of LCG and we appointed Jack Inglis as a Non Executive Director on 15 March 2007

The company maintans appropriate derectors and officers hability insurance All directors have access to the advice and services of the
company secretary

The company has been develapting an engaing dialogue with its magor institutienal sharehelders and the directors” intention s {0 adop1 an even
mare proactive approach to this

The Risk Commitiee meets regularly to discuss and manage the financial nsk of the Group including, amongst other financial risks hguidity
levels, overall hrits and financia!l parameters used (nits hedging policy

During 2006 the Audit Committee comprised Geoffrey Forsier (Chairman) and Robert Loosemore However, since the above announcement
made on 5 February 2007, Rachel Waodford has assumed the rale of Chair with Simon Derham acting as the supporung member of the
committee pending appointment of new nan-executive directars Both Rachel and Simon are currently on the executive board The executive
direcicrs and representatives of the external auditors attend meetings by inwitation as required The Committee recewves reports from the
company s management and external auditors relating to the annual and interim accounts and the accounting and nternal control systems
within the Group The Committee has diract and unrestricted access to the external auditors

Dunng 2006, the Remuneration Committee compnsed Robert Loosemore {Chairman) and Geoffrey Forster However, since the above
announcement made on 5 February 2007 Rachel Woodford has assumed the role of Chair with Raj Gandhi acting as the supporting member,
pending appointment of new non-executive directors The principal duties of the Committee are to determine the total individual remuneration
packages for executve directors and to review the scale and structure of the remuneration and service contracts for senier management The
Committee atso administers the company s share option schemes

The Chair of the Audit and Remuneration Committees will be available to answer questions at the AGM The company secretary is secretary
to bath Committees

Internal controls

The Group has established processes and procedures for identfying, evaluating and managing the sigmificant risks faced by the Group The
processes have been embedded into the {abric of the Group and have been in place for the penod under review and up to the date of approval
of the annual report and financial statements The processes and procedures well be reqularly rewiewed by the Board

The Board is ultmately responsible for the Group s system of internal controls and for reviewing its effectiveness The role of management 1s
to implement Board policies on risk and control The system of internal contrats 1s designed 1o manage rather than ehminate the nsk of falure
of the achievement of business objectives |n pursuing these objectives nternal controls can only provide reasanable and nat absolute
assurance against material misstatemeant or foss

A process of control, self-assessment and hierarchical reporting has been estabhshed which provides for a documented and auditable trait of

accountabihty These procedures are relevant acrass all group operations they provide for successve assurances 1o be given atincreasingly
higher levels of management and, finally, to the Board

Londan Capital Group Holdings ple




Corporate Governance Statement

The pracesses used by the Board to review the effectiveness of the system of interna!l controls snclude the following

» annual budgets are prepared far each operating business and compared with manthly management repcrting which fecuses on actual
perfarmance against these budgets

* management reports and externa! audit reporis on the system of internal controls and any matenal control weaknesses that are idenufied,

+ discussions with management including discussions on the actions taken on any problem areas ident:fied by Board members or in the
external audit reports and

» (eview of the adequacy of the level of experienced and professional staff throughout the business and the expertise of indmdual staff
members such that they are capable of carrying out thewr indwidual delegated responsibiliies,

The Group has a Complance department responsible for the Group s adherence tg the rules of the Financial Services Authority and additionally
the Board has concluded that an internal audit department 1s not required at this stage in the Group s development
Going coencern

After making due enquiries, the directors have a reasonable expectation that the Group has adequate resources to continue 1n operational
existence for the foreseeable future For this reason they continue to adopt the going concern basis in prepanag the financial statements

Peter Dawes
Secretary

13




14

Statement of Directors’ Responsibilities

Company law in the United Kingdem requires the directors to prepare financial statements for each financial period whuch give a true and fair
view of the state of affairs of the company and of the Group and of the profit or loss of the Group for that penod In preparing those financial
statements, the directors are required to

= select suitable accounting policies and then apply them consistently

+ make judgments and estimates that are reasonable and prudent

* state whether applicable accounting standards have been followed, subject to any matenal departures disclosed and explained in the
financial statements

« prepare the financial statements on the going concern basis unless 1t)s inapproprate ta presume that the Group will continue in business

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any tme the financial position
of the Group and enable them to ensure that the financial statemants camply with the Companies Act 1985 The directors are also responsibie
for safeguarding the assets of the Group and hence for taking reasonabla steps for the prevention and detection of fraud and other irregularities

The directors are responstale for the mamntenance and integrity of the companys website Financial information published on the website
1s based on legislatior in the United Kingdom gaverning the dissemination of financial statements that may differ from legislation n
other jurisdiztions

In so far as the Directors are aware

* there Is no refevant audit information of which the Group’s auditors are unaware and

+ the directors have taken all steps that they ought to have taken to make themselves aware of any relevant audit infarmation to estabhish that
the auditors are aware of that information

London Capital Group Holdings plc




Report of the Independent Auditors

To the shareholders of London Capital Group Heldings plc

We have audited the financia! statements of London Capital Group Holdings plc far the year ended 31 December 2006 on pages 16 to 33 which
have been prepared on the basis of the accounting pelicies set out on pages 21 and 22

This repart1s made sclely to the company s sharehalders, as a body 10 accordance with Section 235 of the Companies Act 1985 Qur audit work
has been undertaken so that we might state to the company s sharehalders those matters we are required to state to them in an auditor's report
and for no other purpose To the fullest extent permitted by law, we do not accept or assume rasponsibility to anyane other than the company
and the company s sharehalders as & bady, for our audit work, for this repart or for the opinions we have fermed

Respective Responsthilities of Directors and Auditor

As described in the Statement of Diectors Respansibiliies the companys directors are responsible for the preparation of the
financ:al statements in accordance with applicadle faw and United Kingdom Accounting Standards (United Kingdom Generally Accepted
Accounting Practice)

Our responsibility 15 to audit the financial statements in accordance with relevant legal and regulatory requirements and International
Standards ¢n Auditing {UK and Ireland)

We report to yeu our omivion as 1o whether the financial statements give a true and fair view and are properly prepared in accordance with
the Companies Act 1985 We also report to you # 1n our apinion, the Directors Report 1s not consistent with the financial statements, if the
caompany has not kept proper accounting records, if we have not recewved all the information and explanations we require for our auds, or If
information specified by law regarding directors remuneration and other transactions Is not disclosed

We read the Directors Report and constder the implications for our report if we become awere of any apparent misstatements within 1t

Basis of Audit Opinion

We conducted our auditin accordance with International Standards on Auditing {UK and Ireland} issued by the Audibng Practices Board An
audit Includes examination, on a test hasis, of evidence relevant to the amounts and disclosures n the financial statements It also includes
an assessment of the significant estimates and judgements made by the directars in the preparation of the financial statements, and af
whether the accounting policies are appropnate to the Group s and company s circumstances, cans:stently applied and adequately disclosed

We planned and performed our audit sa as to obtain all the information and explanations which we considered necessary in order to provide
us with sufficient evidence ta give reasonable assurance that the financial statements are free fram material misstatement whether caused
by fraud or other irregulanty ar error In forming our opinion we also evaluated the overall adequacy of the presentatran of information in the
financial statements

Opinion
Ingur opimion the financial statements give a true and fair view in accordance with Unsted Kingdom Generallty Accepted Accounting Practice
of the state of the campany s affairs and of the Group as at 37 December 2006 and of the profit of the Group for the year then ended, the

financtal statements have been properly prepared in accordance with the Companees Act 1985, and the informatian given in the Directors
Report 1s consistent with the financial statements for the year ended 31 December 2006

Vt—_\_/ /('\/ A—/\ - Hurst Mornson Thomson LLP

Chartered Accountants & Registered Auditor

5 Farmile, Henley-an-Thames, Oxfosdshire RGY 2JR 20 February 2007
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Group Profit and Loss Account

Group Profit and Loss Account

Far the penod ending 31 Becember 2006

2006 2005

Note £000 £000

GROUP TURNOVER 2 8,651 4,861
Cast of sales 1,793 1,085
GROSS PROFIT 6,853 3,776
Administrative expenses excluding depreciation 2819 2,117
EBITDA 4034 1,559
Depreciation 164 56
OPERATING PROFIT BEFORE SHARE OPTION RESERVE 3870 1603

Equity-settled share-based paymenis Recognition of expense 17 541

OPERATING PROFIT 3 3328 1,603
Interest recevable 45 21
Interest payable and similar charges 6 (2) (1,121}
PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION 332 503
Tax on profit on ordinary activities 7 9568 199
RETAINED PROFIT FOR THE FINANCIAL PERIOD 2404 304
Earmings per share pence pence
{pro forma)

Basic 0 63 08
Diluted i0 58 08
Adjusted il 13 33

The 2005 comparatives for both the basic and diluted EPS have been stated on a pro forma basis as they provide a mare meaningful
number, given the Group was floated in December 2005 On a non pro forma basis, EPS would have been 16 1p (basic} and 15 5p (diluted}

All of the activities of the Group are classed as continuing The Group has no recogmised gains or losses other than the results for the year
as set out above The company has taken advantage of section 230 of the Companies Act 1985 not to publish its own Profit and Loss Account

Londan Capital Group Ho!dings plc




Group Balance Sheet

Group Balance Sheet

As at 31 December 2006

2006 2005
Note £000 £000
FIXED ASSETS
Intangible assets 1 9,303 9303
Tangible assets 12 1,655 276
10,958 9,579
CURRENT ASSETS
Debtors 14 2125 1,044
Cash at bank 16,622 5,592
18,847 6,636
CREDITORS Amounts falling due within one year 15 16,464 5131
NET CURRENT ASSETS 2,383 893
TOTAL ASSETS LESS CURRENT LIABILITIES 1330 10,478
PROVISIONS FOR LIABILITIES
Geferred taxation 16 - 82
13,30 10,396
CAPITAL AND RESERVES
Calted-up equity share capita! 21 3823 3829
Share premium account n 11,607 11,607
Share option reserve 22 51 -
Other reserves 22 (5.344) (5,344)
Profit and loss account 22 2,708 304
SHAREHOLDERS' FUNDS 23 13,341 10,396

These financial statements were appraved by the directors on the 20 February 2007 and are signed on their behalf by

/(V‘OW @L-LM

Frank Chapman
Director
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Company Balance Sheet

Company Balance Sheet

As at 31 December 2006

2006 2005

Nete £000 £000
FIXED ASSETS
tnvestments 13 5139 5139
CURRENT ASSETS
Debtors 14 11313 11,151
CREDITORS Amounts falling due within one year 15 923 854
NET CURRENT ASSETS 10,389 10297
TOTAL ASSETS LESS CURRENT LIABILITIES 15,528 15,436
CAPITAL AND RESERVES
Called-up equiiy share capital 21 3829 3,829
Share premium account 22 11,607 11,607
Share option reserve 22 541
Profit and loss account 22 (449}
SHAREHOLDERS® FUNDS 15528 15436

These financial statements were approved by the directors on the 20 February 2007 and are signed on their behalf by

Frank Chapman
Birector

London Capital Group Haldings plc




Group Cash Flow Statement

Group Cash Flow Statement

For the penod ended 31 December 2006

2606 2005
£000 £000
NET CASH INFLOW FROM OPERATING ACTIVITIES 13,225 5627
RETURNS ON INVESTMENTS AND SERVICING OF FINANCE
Interest recewed a5 21
Interest paid (2} {1121}
NET CASH INFLOW/(OUTFLOW) FROM RETURNS ON INVESTMENTS AND SERVICING OF FINANCE 43 (1,100)
TAXATION (695)
CAPITAL EXPENDITURE
Payments to acquire intangible fixed assets - (9,303}
Payments to acquire tangible fixed assets {1,543) {132)
NET CASH OUTFLOW FROM CAPITAL EXPENDITURE {1543) {5,435)
ACQUISITIONS
Paymants to acquire Group campanies . (6,324)
NET CASH OUTFLOW FROM ACQUISITIONS - {6,324}
EQUITY DIVIDENDS PAID (242)
CASH INFLOW/{OUTFLOW) BEFORE FINANCING 11.030 {11474)
FINANCING
Issue of equity share caprtal 34829
Share premium on 1ssue of equity share capital 11,607
NET CASH INFLOW FROM FINANCING 15,436
INCREASE IN CASH 11,030 3962
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Net Cash Flow Statement

RECONCILIATION OF GPERATING PROFIT TO NET CASH INFLOW FROM OPERATING ACTIVITIES

2006 2005
£000 £000
Cperating profit 3329 1603
Depreciation 164 56
Increase in deblors (1,138} 38
Increase in creditors 10329 3,930
Equity-settied share-based payments fe
Net cash inflow from eperating activities 13,225 5,627
RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET FUNDS
2006 2005
£000 £000
Increase in cash in the period 11030 3962
Movement in net funds in the penod 11,030 3,962
Net funds at 1 January 5,592 1,630
Net tunds at 31 December 16,622 5592
ANALYSIS OF CHANGES IN NET FUNDS
At 1.Jan 2006 Cash flows At 21 Dec 2006
€000 £000 £000
Net cash
Cash in hand and at bank 5 592 11,030 16,622
Net funds 5,592 11030 16,622

London Capital Graup Holdings plc




Notes to the Financial Statements

1 ACCOUNTING POLICIES

Basis of accounting
The financial statements have heen prepared under UK GAAP using the historical cost conveation, and in accordance with applicable
accountng standards

Changes 1n accounting policies
In prepaning the financial statements far the current year, the Group has adopted the fallowing Financial Reporting Standards

FRS 20 Share based payment

FRS 20 Share Based Payment requires the recagnitian of equity settled share based payments at fair value at the date of the grant and the
recognition of liabilities for cash settled share-based payments at the current fair value al each balance sheet date Prior to the adoption of
FRS 20, the Group did nat recognise the financial effect of share-based payments untl such payments were settled

For year ended 3t December 2005 there has heen no financial )impact of the change in accounting pelicy

For the year ended 31 December 2006 the change in accounuing policy has resulted in a net charge to the profit and loss account of £540,707
At 31 December 2006 the share options reserve amounted to £540 707 the liability recognised for share-based payments amounted to nil and
the related deferred tax asset amounted to £162 212

Basis of consolidation
The results for the pancd ended 31 December 2006 comprises the consolidated results Londen Caprtal Group Holdings plc and its suhsidianes
The company adopted the merger method of accounting for consclidation

Goodwill

Positive purchased goodwill ansing on acquisitions 1s capitalised, classified as an asset on the Balance Sheet The policy 1s to amortise
goodwll, however this has not taken place in 2006 1 e the accounting standard FRS 10 does not require amortisation af goodwill in the first full
year following its acquisition

Tangible fixed assets and depreciation
All fixed assets are imitially recordad at cost

Depreciation (s calculated so as to write off the cast of an asset, less its estmated residual value, over the useful ecanomic life of that asset
as follows

Leasehold Property Over lease term

Ptant & Machinery 25% straight line

Operating lease agreements
Rentals applicable to operating leases where substantially alt of the benefits and nisks of ownerstup remain with the lessor are charged agaimnst
profits on a straight ine basis over the period of the lease

Deferred taxation

Deferred tax 1s recogrised on all tming differences where the transactions or events that give the Group an ohhigation to pay more tax in the
future or a nght to pay less iax in the future have occurred by the balance sheet date Deferred tax assets are recogmised when it 1s more
Iikely than nat that there will be suitable taxable profits fram which future reversals of the underlying tming differences can be deducted
Deferred tax 1s measured on an undiscounted basis at the rates that are expected to apply in the periods when the timing differences are
expected to reverse based on rates of tax that have been enacted or substantively enacted by the balance sheet date

Annual Report 2006
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Notes to the Financial Statements

Cash
Cash compnses cash in hand and demand deposits which may be accessad without penalty For the purposes of the consolidated cash flow
statement, net cash consist of cash as defined above, net of outstanding tank overdrafts if any

The Group holds money on behalf of chents in accordance with the client money rules of the Financial Services Authority (FSA) and
other regulatory bodies This money 1s included within cash an the balance sheet and the corresponding hiability to ¢lients 1s included in
Trade Creditors

Foretgn currencies

Assets and hablities in foreign currencies are translated into sterhing at the rates of exchange ruling at the balance sheet date Transactions
in fareign currencies are translated into starling at the rate of exchange ruling at the date of the transaction Exchange differences are taken
into agcount (n arrving at the operating profit

Share-based payments

The Group 1ssues equity-settled and cash-settled share based payments to certain employees {inctuding directars) Equity-settled share-
based payments are measured at fair value at the date of grant The fair vatue determined at the grant date of the eguity settled share based
payments is expensad on a straight-line basis over the vesting penod together with a corresponding increase in equity, based upon the
Group s estimate of the shares that will eventually vest

Farr value 1s measured using the Black-Scheoles-Merton formula The expected (ife used in the model has bean adjusted, based on
management s best estimate for the effects of non transferability, exercise restrictions and behavioural considerations

Where the terms of an equity-settled transaction are modified as a mimmum an expense 1s recagmsed as if the terms had not been modified
In addition, an expense Is recagmsed for any increase in the value of the transaction as a result of the modification, as measured a1 the date
of modification

Where an equity-settled transaction ts cancelled, tt 1s treated as if it had vested on the date of the cancellatign, and any expense not yet
recognised for the transaction s recognised immediately However, If a new transacton s substituted for the cancelled transacton, and
designated as a replacement transaction on the date that it 1s granted, the cancelled and new transactions are treated as If they were a
modification of the original transaction, as described i the pravious paragraph

For cash settled share-based payments, a hability equal to the portion of the goods and services received 15 recognised at the current fair
value determined at each balance sheet date

Bets and denvative financizl instrurnents

The Group uses denvatve transactions with brokers in order to hedge exposures resulung from derwvative transactions placed by clients
Bets and denvative financial instruments are carned at fair market value and the resultant profits and lasses are included n sales Assets or
iabilties resulting from gains or iosses on open positens are reported geoss in amounts due from/ta clients, netied with bank balances Fair
value 1s determined by reference to third party market values

Revenue recognition
Revenue 1s recagnised to the extent cash flows to the Group and the revenue can be measured
Rendering of services includes gams and losses on the running of betting and trading in financial markets, net of commission expensed Open

positions are carned at fair market value and gains and losses anising on this valuation are recognised in revenue as well as gains and losses
on positions that have closed

London Capital Group Holdings plc




Notes to the Financial Statements

2 TURNOVER

Turnover represents net trading results rabates received and management services supphed by The Group Turnover 1s aniributable to the
provision of spread betung, denivatives brokening and foreign exchange services, which arose wholly in the United Kingdom

An anatysis of turnover 1s given below

2006 2005
£000 £000
Spread betting Income 1112 4,242
Forex ncome 1,380 -
Brokerage income 905 1066
Gross Group turnover 9,397 5,308
Spread betting brokerage and hedging costs {746) {447)
Net Group turnover 8,651 4861
3 OPERATING PROFIT
Operatng profit1s stated after chargingf{crediing)
2006 2005
£000 £000
Equity-settled sharg based payments 511
Depreciation of owned fixed assets 164 56
Auditor s remuneration as auditor 40 20
other services W0 134
Operating lease costs
Land and buildings 94 150
Net profit on foreign currency translatien - {3)
Exceptional items (2005 Non recurnng costs and exceptional income) - 262

Audnors remuneraiion - Other services in 2006 relate prnimarily to taxation and in 2005 to corporate finance services undertaken in connection

with the company s floatation and 1ssue of shares

Exceptional items 2006 200%
£000 £o00

Veador non-recusring costs - 266
Other ron-recurring costs - 16
Exceptional ncome - (120)
- %2

Annual Report 2006
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Notes to the Financial Statements

4 PARTICULARS OF EMPLOYEES

The average number of staff employed by the Group during the financial year amounted to

2006 2005
No No
Number of administrative staff 3 17
The aggregate payroll costs of the above were
2006 2005
£000 £000
Wages and salanes 1,335 816
Social security costs 160 94
1555 910
5 DIRECTORS' EMOLUMENTS
The directors zggregate emoluments in respect of qualifying services were
2006 2005
£000 £000
Emofuments recevable 405 453
Emoluments of highest paid director
2006 2005
£000 £000
Total Emoluments {excluding pension contributions} 13 203
6 INTEREST PAYABLE AND SIMILAR CHARGES
2006 2005
£000 £000
Interest payable on bank borrowing 2 R
Other similar charges payahle - 1121
2 1121

London Capital Group Haldings ple




Notes to the Financial Statements

7 TAXATION ON ORDINARY ACTIVITIES

a) Analys:s of charge in the year

2006 2005
£000 £000
Current tax
in respect of the year
UK Corporauon tax based on the results for the year at 30% (2005 30%) 1,093 194
Total current tax 1,093 154
Deferred tax
Ongmation and reversal of timing differences (125} 5
Tax on profit on ordinary activities 968 199
(b} Factors eftecting Current Tax Charge
2006 2005
£000 £000
Profit on ordinary activities before taxation 332 503
Profit/{losst on ordinary activities before taxation 1,012 151
Mavement in short term tming differences 137 26
Depreciation in excess of capital allawances {62} {3}
Utnltsavon of losses b/fwd - {23)
Other disallowable expenses [} 43
Total current tax {note 7{a)) 1,093 194

8 {LOSS)/PROFIT ATTRIBUTABLE TO MEMBERS OF THE PARENT COMPANY

The loss dealt with in the accounts of the parent company was £(449,000) {2005 £Nil)

9 DIVIDENDS

A dividend for £650 000 has been recommended for the year ended 31 December 2006
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Notes to the Financial Statements

10 EARNINGS PER SHARE

Basic EPS 2006 2005
(pro forma)

£000 £000

Profit after tax 2,404 304

Woaighted average no af shares 38292 633 38,292,683
Weighted average basic EFS 63p 08p

Diuted EPS 2006 2005
{pra forma)

£000 £600

Proht after tax 2,404 304

Weighted average no of shares 41,199,304 38,360,251
Weighted average basic EPS 58p ¢8p

Diluted earmings per share :s the basic earnings per share after allowing for the dilutive effect of the conversion into Ordinary shares of the
weighted average number of options outstanding dunng the period

The 2006 comparatives for bath the basic and diluted EPS have been stated on a pro forma basis as they provide & more meaningful number,
gwven the Group was floated in December 2005 On & non pro forma hasis, EPS would have been 16 1p (basic) and 15 5p (diluted)

Adjusted £PS 2006 2005
{pro forma)
£000 £000
Profit after tax 24304 304
Add
Share optian reserve 591 -
Exceptional items - 262
Interest payahle - 1121
Tax effect on the above adjustments 1162} {415}
Adjusted profit atter tax 2,783 1,272
Issued number of shares at the period end 38 292 643 38,292 683
Adjusted EPS 73p 33p

The adjusted EPS has heen calculated using normalised earnings pev share and using the shares in issue at the end of the year as this will
be more comparable with future years Normalised earnings represent earmings adjusted, net of tax, for the share option reserve, excepucnal
Items and nan-recurring interest payable

26 London Capttal Group Holdings plc




Notes to the Financial Statements

11 INTANGIBLE FIXED ASSETS

Group Goodwall £000
COST - At 1 Janvary 2006 and 31 December 2006 9,303
AMORTISATION At 1 January 2006 and 31 December 2606 -
NET BOOK VALUE - At 31 December 2005 and 2006 9,303

The goodwill arose from the purchase by Tradex Enterprises Lumited acquisition of tondon Capital Group Limited during the period ended 31

December 2005

12 TANGIBLE FIXED ASSETS

Group Leasehold Plant & Total
Property Machinery

£000 £000 £000
COST
At 1 January 2006 336 336
Additiens 339 1,204 1,543
At 31 December 2006 333 1,540 1879
DEPRECIATION
At 1 January 2006 - 60 60
Charge for the year 18 146 164
At 31 December 2006 18 206 224
NET BOOK VALUE
At 31 December 2006 k| 134 1655
At 31 December 2005 278 276

13 INVESTMENTS

Company Group companies
£000

cosT

At 1 January 2006 and 31 December 2006 5,139

NET BOOK VALUE

At 31 December 2006 5139

A3 December 2005 5139
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Notes to the Financial Statements

Details of principal investments in which the company hold 100% of the nominal value of any class of share capital are as follows

Name of Company

Principal Actvity

Country of Incorporation

Tradex Enterprises Linited

Holding company

England and Wales

London Capital Group Limited

Spread betting

England and Wales

Elan Capital Partners Limited

Service Company

Gibraltar

Capital Spreads Limited Dormant England and Wales
Capital Forex Limited Dormant England and Wales
Capital Equities Limited Dormant England and Wales
Capital Global Dervatives Limited Dormant England and Wales
Capital Investment Management Limited Dormant England and Wales
14 DEBTORS
Group Company
2006 2005 2006 2005
£000 £000 £000 £000
Trade debors 1.4 RN - -
Amgunts owed by Group undertakings - - 11,150 11,150
Other debters 2 %8 ] 1
Deferred tax {note 16) 43 - 162
Prepayments and accrued income k1] 55 -
2225 1,044 1313 nis
15 CREDITORS Amounts falling due within one year
Growp Company
2006 2005 2006 2005
£000 £000 £000 £000
Trade creditors 15,498 4650 - -
Amounts owed to Group undertakings - - 921 179
Taxes and social security §76 3 - -
Accruals and deferred income 290 770 - 75
16.464 5737 924 854

London Capital Group Hatdings plc




Notes to the Financial Statements

16 DEFERRED TAXATION

Group Company

2006 2005 2008 2005

£000 £000 £000 £000

Provision brought forward 82 77 - -
Increase / (decrease} in provision {125} 5 162 -
Provision carried forward (a3} 82 162 -

17 SHARE OPTION RESERVE

Equity-settied share-based payments

The Group has a share option scheme for all employees (including directors} Options are exercisable at a price equal to the average market
price of the companys shares on the date of grant The vesting period 1s usually 3 years The exercise of a number of options are also
dependent on certain executives meeting specific performance critena The options are settled in equity once exercised

{if the options remain unexercised after a period of 10 years from the date of grant, the options expire Options are normally forfertad if the
employee resigns the Group before the options vest

The weighted average exercise price (WAEP) of the share options outstanding durning the year was 82 5 pence

The share opticns outstanding at the end of the year have a weighted average remaming centractual life of 9 1years (2005 - 10 years) and have
the following exercise prices

Exercise price 2006 2005
Expiry date pence No No
21 December 2015 82 1,323,076 1,323,076
13 March 2016 82 25847
22 June 2016 82 1,148,780 -
20 September 2016 1165 95000 -
6 December 2016 1420 40,000 -

In the year ended 31 December 2006, options were granted on the following dates 14 March, 23 Jure 21 September and 6 December The
estimated far value of the options granted on those dates were £21,454, £953,547, £58,358 and £19,306 respectively in the year ended 31
December 2005, opuons were granted on the following date 22 December 2005 The estmated fair value of the options granted on this date
was £296 000

The Black-Scholes model has been adopted as the directors believe 1t provides a reasonable approximation to the fair valuas of the options
concerned The inputs into the model were as follows

2006 2005
Current share price 156 5p 835
Expected Iife 2yrs 3yrs
Expected valatility 31% 31%
Risk-free rate 475% 475%

Expectad dividends .
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Notes to the Financial Statements

Expected volatlity was determined by calculating the historical volatility of the Group s share price over the previous year The expected life
used in the madel has heen adjusted, based an the management s best estimate, for the effects of non-transferability, exercise restrictions and
behavioural consideratiens

Each tranche ot share options was valued separately using the actual exercise price

The Group recogmised total expenses of £540,707 (2005 E£Nil) related to equity-settled share based payment transactions duning the year

18 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Groups principle finanzial instruments, other than derivative transactions, comprise ¢ash balances with brokers chents and other debtors
or creditars that anse through the normal course of business other cash and short term deposits Dersvative transactions with brokers are
entered (nto in the normal course of husiness in order to hedge market exposures resulung from derwative transactions placed by clients

The Board reviews and agrees palicies for managing these risks and they are summarised below

The Groups computensed trading system enables exposure to market risk to be menitored in real tme and management take action to manage
these exposures as limits are approached

Interest rate risk

Financial assets on which no interest is earned and financial hafities on which na interest 1s paid compnise, predominantly, apen positions
with chents and brekers and have been marked ta market in accordance with the accounting palicy set out in note 1 The majority of positions
have an expiry date but clients are able to close their positions with The Group at any time up 1o the expiry date The directors therefore
consider that a matunty analysis based on expiry date would not provide @ meamingful representation as to the maturity of open positians and
hence no matunty analysts ts provided The Group finances its operations through a mixture of retained prafits and barrowings

The floating interest rate exposure of the financial assets of the Group at 31 December 2006 was

At 31 December 2006 At 31 December 2005

£000 £000

Sterling 12,915 4,579

Euro 2,040 156

US Dollar 3120 1,016
Other currency 113

18 188 6351

Floating rate fianancial assets comprises bank balances at relevant bank rates money market deposits at call rates The table above includes
chents money and deposits with hrokers

Credit nisk
The Group monitors credit nsk closely and considers that its current policies of credit checks meeis its objectives of managing exposure to
credit nsk

The Group has no significant concentrations of credit isk Amounts shown in the balance sheet best represent the maximum credit risk
exposure In the event other parties fail to perform therr abhigations under financial instruments

Liguidity nisk

The Group s policy 1s to maintain a mixture of short-term facilities to meet foreseeable requ:rements As at 31 December 2006 the faciities
covered amounts due to clients of £14 8 mdlion {31 December 2005 £4 6 millon)

London Capital Group Holdings plc




Notes to the Financial Statements

Curreney nsk

The Group trades in Major currencies as prncipal with ws chents Limits on the exposures which the Group will accept are set by the board,
and the Group hedges its exposure as necessary with market counterparties The table below shows the Group transacnonal cureency
exposures st 31 December 2006 that gives fise to net currency gains and losses in the profit and loss account Such exposures comprise the

monetary assets and habilines of the Group that are not denominated in the functional currency

At 31 December 2006

A1 31 December 2009

Sterling Sterling
£000 £000
Net monetary assets and habilities
Functional currency
Euros 2,040 756
usD 3120 1,015
Dther currency 13
Fawr values of financial assets and habihties
The fair values of the Groups financial assets and labilites are as follows
At 31 December 2065
Book value Fair value
£00¢ £000
Prnimary financial instruments held or 15sued to finance the Group operations
Financial asseis 6,351 6,351
Amounts due to chents 4,600 4,600
At 31 December 2006
Book value Fair value
£002 £000
Primary financial instruments held or 1ssued to finance the Group operations
Financial assets 18 188 18,188
Amounts due to clhients 14,800 14 800

Hedging activities

Although the Group business is increasingly a two-way market, there is often a net customer position in many of the quoted cantracts When
these net positions reach a pre-determined level, such that the Group consider the nsk to be above set parameters the Group will then hedge

its exposure (n the market

Every market quated by the spread betting division of the company has ts indwidual imits The Group systems allow it to cantinually moniter
Its exposure against these imits The Group also operates nisk parameters such that for example, # in any ene day the Group reaches its
loss imit 115 dealers will then hedge all chent positions for the remainder of that day All thesg permissible hmits are hable to vanation as
and when the Directors coasider that the financial position of the Group justifies the increased risk Changes to the hedging pakcy require

the approval of the chuef operating officer and the chief executive
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Notes to the Financial Statements

19 COMMITMENTS UNDER OPERATING LEASES

At 31 December 2006 the Group had annual commitments under nan-cancellable operating leases as set out below

Group Land and hutldings
2006 2005
£000 £000

Operating leases which expire

Within 2 to b years 108 150

20 RELATED PARTY TRANSACTIONS

No transactions with related parties were undertaken such as are required to be disclosed under Financial Reporung Standard 8

21 SHARE CAPITAL

Authorised shate capital

2006 2005
£000 £000
55,000,000 Ordinary shares of £0 10 each 5,500 5,500
Allotted called up and fuily pard
2006 2005
No £000 Na £000
Grdinary shares of £0 10 each 38,292,683 3,829 38,292 683 3820
Equity shares
Ordinary shares of £ 10 each 38,292,683 3829 38,292,583 1829

Landan Capitat Group Holdings ple




Notes to the Financial Statements

22 RESERVES

Group Share premium Share opion  Merger reserve Profit and
account reserve hatance loss account
£000 £000 £000 £000
Balance brought forward 11,607 - 15344} 3N
Retained profit for the year - - . 2,404
Cther movements - iransfer to other reserves - - - -
Recagmtion of equity settled share-based payments in the year . 541 - -
Movement an merger reserve - - . -
Balance carred forward 11,607 501 {5344} 2,708
Company Share premium Profit and Share option Total
account loss account reserve
£000 £000 £000 £000
Balance brought forward 11,607 - - 11,607
Recognition of equity-settled share-based payments in the year - 541 541
Prafit and loss movement for the year - (449) - (449}
Balance carred forward 11,607 {449) LL3) 11,699
23 RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS
2006 2005
£000 £000
Profit for the financial year 2,404 304
New equity share capital subscnbed - 3829
Premium on new share capital subscribed - 11,607
Movement on merger reserve - (5,344}
Recagmition of equity settled share-based payments in the year 541
Net addition to shareholders funds 2,945 10,396
Opening shareholders funds 10,396
Closing shareholders funds 13341 10,396
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Notice of Annual General Meeting

NOTICE tS HEREBY GIVEN that the Annual General Meeting of London Capital Graup Holdings plc will be held at 4th Fioar 12 Appold Street
London EC2A 2AW an Thursday 19 April 2007 at 11 am for the following purposes

To recewe the repart of the directors and the audited financial statements for the penod ended 31 December 2006

To declare a dividend

Te re-appomt Raj Gandhi as a director of the company

To re-appoint Jack Inghs as a director of the company

To re-appoint Frank Chapman as a director of the company

To re appant Hurst Mernson Thomson LLP as the company s auditors nd to authanse the directors to determine their remuneration

T oh B R -

Special Business
7 To consider and, if thought fit, to pass the following reselution which will be proposed as an Ordinary Resolution

THAT tha directors of the company be and are hereby generally and uncondionally authonsed, pursuant to and in accordance with Section
80 of the Companies Act 1985 { the Act ) to exercise all the powers of the company to allot relevant securities {within the meaning of section
80(2) of the Act) up to an aggregate amount of £1,670 317 provided that this authorty shalf expire (unless previcusly renewed, varied or revoked
by the campany i general meeting) on the earlrer of 15 months after the date of the passing of this resolutign or at the conciusion of the
company s next Annual Genaral Meeting follawing the passing of this resolution but the company may before such expiry make an offer or
agreement which would or might require relevant securities to be allotted atter such expiry and the directors of the company may allot relevant
secunties in pursuance of any such offer or agreement as if the authority conferred hereby had not expired and provided further that the
authonity hereby conferred shall be in substitution for, and to the exclusion of, the existing authority conferred upon the directors on 25 May
2006 to the extent unused

8 Toconsider and, if thought fit to pass the following reselution which will be proposed as a Special Resolution

THAT the duectors of the company be and hareby are empowered pursuant to section 95 of the Compames Act 1885 {“the Act | to allot equity
securities {within the meaning of section 94 of the Act} for cash andar to sell or transfer shares held by the company in treasury (as the
directors shall deem appropriate) pursuant to the authorty eonferred an them under section 80 of the Act by Resolution 8 above as if section
B89{1) of the Act did not apply under any such allctment provided that this power shali be imited

{a} to the allotment of equity securities In connection with any rights 1ssue ar other pro-rata offer in favour of the holders of ordinaty shares
of 10p each in the company where the equity securities respectively attributable to the interests of all such holders of shares are proportionate
(as nearly as may be} 1o the respective numbers of shares held by them, provided that the directors of the company may make such
arrangements in respect of overseas holders of shares as they constder necessary ar convenient, and

{b} 1o the allotment (otherwise than pursuant te sub-paragraph (a) above) of equity securities and/or the sale or transfer of shares held by the
company In treasury (as the directors shall deem appropriate) up to an aggregate nominal amount of £191,463

and this authority shali expire at the conciusion of the companys next Annual General Meeting or 15 months after the date of the passing of
this resolution whichever first occurs provided that the company may before such expiry make offers or agreements which would ar might
require eguity secunties to be allotted after such expiry and the directors of the company may allot equity secunties 1n pursuance of such
offers or agreements as if the pawer conferred hereby had not expired and provided further that the authority hereby conferred shall be in
substitution for, and o the exclusion of, the existing authonty conferred on the directors on 25 May 2006 to the extent unused

By order of the 8oard
Peter Dawes
Secretary

-

4th Floar, 12 Appold Street, London EC2A 2AW 26 March 2007

Notes

1 Amember enttled to attend and vote at the meeting may appoint one o7 mare praxies 16 attend and an a poll to vote instead of fum A proxy need not be a member of the company A
ferm of proxy 15 anached and its acceptance s subject 1o the condibions printed thergon the farm together with the power of atlorney or ather authorizy {if any) under which 1t1s signed
or a duly ceruhed copy of such agthonty) must be lodged at the offica of the company 5 registrars not less than 48 hours before the tme appointed for the holding of the meeting

2 Under Regulation 41 of the Uncertihed Secunues Regulatians 2001 enly shareholders included i the register of members of the company at 71 am on 17 April 2007 lor 0 the event of an
adjournment, 17 am on the date which is 48 hours befare the time of the adiourned meetyna} are enbtled to attend er vate at the. meaetag i respect of the shaces taqustered n ther names
atthatime Changes te entries on the reqester ahter the relevant deadkne shall be disregarded in determining the nghts of any person to attend or vote at the meeung (or adjoumned meeung)

3 Theifoll gd will be avaitable for atthe panys registered othce during normal business hours on any weekday {Saturdays and Sundays excluded) from the
date of this Notice until the date of the meeting and at the place of the meeting from 1045 am on 19 April until its conclusion a) the ragister of duectors interests in the capital of the
company (b copies of the directors contracts of senvice

London Capital Group Holdings plc




Proxy Form

I{We, being {a} holder{s) of ordinary shares in London Capital Group Holdings plc hereby appoint the Chairman of the meeting

as my/our proxy to vote for me/us on my/our hehalf at the Annual General Meeting of the Company to be held on Thursday 19
Apni 2007 and at any adjournment thereof and 1n particular, in respect of the undermentioned resolutions referred to in the

Notice of the Annual General Meeting dated 26 March 2007, to vote

Resolution Far Against

ORDINARY BUSINESS

1 Receive the report and accounts

2 Declare a dvidend

3 Re-appoint Ra) Gandhi as a director

4 Re-appoint Jack knglis as a director

5 Re-appoint Francis Chapman as a director

6 Auditors appointment and remuneratign

SPECIAL BUSINESS

7 Authority to allot relevant secunties pursuant to section 80 Companies Act 1985

8 Disapplication of section 89(1) Companies Act 1985

FULL NAMES (in block letters)

ADDRESS

____________________________________________________________ POSTCODE L

SIGNATYRE bAE
NOTES

1 Aproxy need not be a member of the company

2 Please indicate with and X in the appropnate boxes above how you wish your votes to be cast Unless otherwise instructed the proxy may vote or abstam fram voting as he thinks fir.

3 To be vald thes proxy form must be deposited with or despatchad 1o Capua Registrars (Froxies] Proxy Pracessing Centre Telford Road Bicester 0X264LD so as to be recewed by them
nat less than 43 hours before the time fed for the meeuny

4 The praxy farm Must be signed by the member or the member s attarney duly avthassed in wriing or if the member s a corporation it must be either under its commaon seal or signed on
its behalf by an atirmey or afiicer duly authonzed whose capacity should be stated

5 Inthe case of joiRt members the vote of the semor joint member who signs & aroxy form will be accepted to the exclusion of athers semionty beng determined by the ordar of names in
the register

6 It youwsh to appoint sameana other than the Charman as your proxy delete the Charman of the meeting (or)” and nsest the name and 2ddress of your proxy in the spaces provided

7 Complenon and return of the proxy form will not preclude you from attending and voung in persen at the meeting should you subsequently decide 1o do so

8 Any alteration made ta this proxy form should be initialled
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SECOND FOLD

THIRD FOLD AND TUCK IN

BUSINESS REPLY SERVICE
Licence No RRHB-RSXJ-GKCY
Capita Registrars (PROXIES)
The Proxy Processing Centre

Telford Road

Bicester

0OX26 4LD




Officers and Advisors

Registered and Principal Office

Londan Capital Group Holdings ple
ath Floor

12 Appold Street

Lendon

EC2A 2aW

United Kingdom

Tel +44{0)20 7665 9400
www londongapitalgroup co uk
Registered Number

5497744

Adwiser and Broker

Cenkos Securities plc
678 Takenhguse Yard
Landon

EC2R 7AS

Solicitors to the Company
Pitmans
47 Castle Street

Reading
RG1 7SR

Auditors

Hurst Mornson Thomson LLP
5 Fairmile

Henley on Thames
Oxfordshire

RGH 248

Registrar

Capita Registrars
Northern House
Woadsoma Park
Fenay Bndge
Huddersfield
West Yorkshire
HD8 OLA

Tei UK 0870 162 310
Tel Qverseas +44(0)20 8639 3131
shareholder services@capntaregistrars com

Financial and Corporate PR

Smithfield Consuttants Ltd
10 Aldersgate Street
London

EC1A 4HJ

Tel +44{0)20 7360 4900
Financial PR

George Hudson, Associate Director
ghudson@smrthfieldgroup cam

Corporate PR
Richard Stephenson Director
rstephensan@smithfieldgroup com

Andrew Wilde, Account Executive
awilde@smithieldgroup com

Annual Report 2005

37



For more nformatien about London Capital Group Holdings plc, please visit www londoncapitalgroup co uk
Registered address 4th floer, 12 Appold Street London EC2A 2AW
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