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Marex Spectron Group Limited

DIRECTORS’ REPORT

The directors present their report and financial statements for the year ended 31 December 2012 for Marex Spectron
Group Limited (Group)

About Us

Marex Spectron offers unrivalled market access to chents that buy or sell commodities and commodity derivatives on
exchanges or over-the-counter

Marex Spectron 1s a young company with deep roots, formed 1n 2011 by a merger that brought together two leading
European specialist brokers, one 1n metals and agriculture, with another in OTC energy, freight and fuel We have
built on the strength of the compames that form our core, growing out of our European base to become a major force
in the commodity markets in North America and Asia

Responding to chent demand for our services in markets outside of commodittes, we have expanded our capabilities
into financial futures and options, equity and fixed-income broking

Marex Spectron exists to create deep and easy to access liquidity pools 1in markets that have been traditionally difficult
for clients to trade We have leading market shares in metals, gas, fuel, freight, coal, electricity, environmental energy,
cocoa, coffee and sugar markets

We offer voice and electronic broking, market data and analysis, a full range of post-trade services and a leading suite
of market connectivity and trade execution technologies

Marex Spectron has 607 market professionals serving commodity producers and consumers, banks, hedge funds,
brokers, CTAs and professional traders We are members of the London Metal Exchange, the CME Group exchanges,
ICE US, NYSE Liffe, ICE Futures and Eurex, Dubai Gold & Commodity Exchange and offer access to all major
exchanges

Chief Executive Officer Review
Overview

1 jomed Marex Spectron, in October 2012, because | believed in 11s strategy, in the strength of 1ts market position and,
above all, in the quality of its people | am very pleased to report that the firm’s reputation 1s well-deserved, as these
results show In a tough year, one which saw many chients and potential clients cut back and rival brokers struggle,
Marex Spectron delivered a sohd set of results Given the prevailing environment, that would have been impressive
enough but to achieve this while integrating acquisitions and driving into new territories 1s particularly pleasing

Our strategy of focusing on creating deep iquidity pools in markets where we can bwld substantial market share has
served us well, helping us to increase commission revenue in 2012 even as risk aversion, regulatory uncertainty and
wider economic turmotl deterred some client activity

Marex Spectron’s focus on providing efficient access to markets that have traditionally been esoteric and difficult to
reach for many clients has given us a sohd base from which to expand Our businesses in America started to break
even at the end of 2012 and while our Asian operations are at an earlier stage of development, performance has been
encouraging

We have now completed the integration of Marex and Spectron groups and 1 am very pleased to say that that process
has gone smoothly, we have retained key staff and clients have not seen disruption 1n service levels Quite the
opposite, we continued to grow rapidly in 2012 and we have brought 1n over 100 new colleagues since acquiring
Spectron Group We now number over 600 and we are still hiring to meet demand, notably in our energy businesses

We are also investing heavily in new technology platforms, ensuring that we can offer chients a mix of high-touch
telephone-based broking and low-touch electronic execution that fits with the way they want to work




Marex Spectron Group Limited

DIRECTORS’ REPORT (CONTINUED)

These are difficult umes but | firmly believe that Marex Spectron 1s well placed to succeed We have deminant shares
n our core markets, which provide a robust base on which to grow n each of those markets and a set of deep chent
relationships We are prudently managed and maintain conservative regulatory capital levels and hiquidity buffers

Review of the Financial Performance

Marex Spectron’s commission remained consistent year on year This was a very sohd performance that flowed from
our ability acquire new clients (last year we added 57 new clients a month on average and grew overall active client
numbers by 48% m total) and expand the business we earn from our existing clients

Our energy business had a solid year Other core markets also performed well in difficult conditions

[ am pleased to say that our financial futures & options business outperformed nivals in 2012, nising up exchange
rankings and mamntaining chient business volumes Fixed income also had a solid year Equity securities were, along
with the entire equities market, weaker, and our foreign exchange desk was fundamentally restructured in 2012 to
create a service more suited to the demands of our clients

Financial Electronic
Commodities products markets Total
Year ended Year ended Year ended Year ended
31 Dec 2012 31 Dec 2012 31 Dec 2012 31 Dec 2012
$'000 3'000 $'000 $'000
Revenue:

Broker dealer
activities 199416 38,335 79,172 316,923
Trading 897 897
Software Fees 3,991 3,991
Other 6,199 1,204 14,519 21,922
Total 205,615 39,539 98,579 343,733

Financial Electronic
Commodities products markets Total
Year ended Year ended Year ended Year ended
(Unaudited) 31 Dec 2011 31 Dec 2011 31 Dec 2011 31 Dec 2011
$'000 $'000 $'000 $'000
Revenue:

Broker dealer
acnvities 209,409 32,620 79,660 321,689
Trading 2,161 2,161
Software Fees 4,425 4,425
Other 8,627 461 9,170 18,258
Total 218,036 33,081 95,416 346,533

Profit before tax for the year to December 2012 was $21 0 m (including a one-off gain on the sale of our shares in the
London Metal Exchange as part of its acquisition by Hong Kong Exchanges & Clearing as well as impatrment of
goodwill on the Securities business) Headcount rose to 607 at year end




Marex Spectron Group Limited

DIRECTORS’ REPORT (CONTINUED)

We continue to make significant investments 1n North America (a business that broke even n the final quarter of
2012) and Asia and within our Electronic Markets Division we acquired the professional trader division of Schneider
Trading Associates (STA) for a small consideration to bolster our independent professtonal trader services business
Full details of the cost of acquisition are shown 1n notes to these financial statements

Performance Highlights

The energy sector was stable and our dominant market position enabled the business to maintain revenue levels
despite a marked decline n activity by many participants who were deterred maimnly by political uncertainty
Nonetheless, we saw good growth in Fuel Oul and Gas as demand held up thanks to delays in bringing nuclear and
alternative energy supphes online and a mild recovery in the transport industries

We were able to maintain the volumes seen in 2011 i both our Exchange-listed and Over-The-Counter (OTC) energy
futures businesses This was despite the depressive impact on demand of a mild autumn that kept activity low n the
last quarter of 2012

Demand for base metals remamed strong, particularly from Asian and emerging economies London Metal Exchange
(LME) volumes continue to grow and Marex Spectron has maintained its share of the market Our Metals business
continued to add new chents throughout the vear, notably in Asia and from the hedge fund community

Our agriculture teams maintained commission income which was particularly impressive given that “soft”
commaodittes were coming off the multi-decade highs seen in 2011

The financial futures & options (FFO) business performed well in 2012, notably in the second half when reducing
political uncertainty (notably 1n the eurozone) brought clients back to the markets

The foreign exchange (FX) desk was completely reconfigured in 2012 and whulst this impacted revenues negatively,
we behieve that we now have a team and a technology platform that stands comparison with the best in the market and
which will generate positive results in the future

The first full year of trading for our Securities Division was impacted by the same client reticence that other
businesses struggled with However, many banks are withdrawing from primary activity in this business which has
created a unique opportunity for us to service clients who find themselves without adequate market access or support

Priorities

For many of our competitors, 2012 was marred by sharply lower trading volumes on exchanges, lower pricing
volatility in core markets and the prevailing low interest rate environment While Marex Spectron also had to face
these challenges, our strategy of focusing on core markets in which we are leading players and only building out from
those where we are sure of chent demand, meant that we performed significantly better than many within the financial
services sector

In 2013 we will continue to execute on our strategy, with particular emphasis as follows

o  We will focus on doing more business with our existing client base which, in our core markets, 1s extensive

e  We are investing heavily 1n a new suite of technology solutions that provide low-latency access to exchanges
around the world and unnivalled trade execution and clearing We already clear over 1 5 million contracts a
day and expect that to rise in 2013 as more clients join our electromc platform

¢  We will continue to develop our voice broking services, recogmzing that chents want a mixture of electronic
broking, direct market access and voice support and that the mix they use changes depending on trading
conditions and which markets they want to access

e We are developing a suite of data and analytics products that offer deep insight into over-the-counter markets
that clients often find difficult to gain real insight into




Marex Spectron Group Limited

DIRECTORS’ REPORT (CONTINUED)

Conclusion

In 2012, our strategy of staying focused on core markets in which we have built leading market shares in Europe and
leveraging those to grow internationally worked We also completed the integration of Marex and Spectron groups,
made a small acquisition and added significantly to headcount

Qutside of our core markets we are butlding a strong range of non-commodity and technology services, many of which
are already gaiming commercial traction Commodities remain at the heart of what Marex Spectron does but we now
have the capacity to serve clients across a range of asset classes

There have not been many successful growth stories in financial services in recent years but Marex Spectron 1s,
undoubtedly, a business that 1s not only performing well during these periods of economic turmoil but at the same tume
making investments for future growth

Future Outlook

QOur core priorties are now the development of our international locations 1n North America and Asia and growing
our electromic market capability We will lead with global products where we already have a foothold such as Metals,
Fuel, Crude and Coal products We will alse continue the build out of the financials business 1n all locations and 1n
particular on re-establishung FX as a global product Our electronic business will see growth as we have made
substantial investments 1n our electronic offering

Movement of Share Capital

The movement 1n share capital 1s shown 1n Note 18 to these financial statements

Dividends

No dividends were paid during the year ended 31 December 2012 (for the period ended 31 December 2011 - $1ul)
Directors

The following directors have held office during the year

] C Cohen

S Fink

D A Hallgarten

S J N Heale

} M Isaacs

P Kadas

I T Lowitt (appointed 1 November 2012)
R B Nagioff

J P Phuzackerley

V Pignatti-Morano

G H Prentice

S H Sparke

P M Sugarman

J P Wall (appomted 6 December 2012)

Goimng Concern

Afiter reviewing the Group and Company’s annual budget, hquidity requirements, plans and financial arrangements,
the directors are satisfied that the Group and Company has adequate resources to continue to operate for the
foresecable future and confirm that the Group and Company are going concerns For this reason they continue to adopt
the going concern basis in preparing these financial statements
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DIRECTORS’ REPORT (CONTINUED)
Charitable and political contributions

Charitable donations of $900,000 were made during the year ended 31 December 2012 to support charities in the
markets that we operate in (for the period ended 31 December 2011 - $980,000) No contributions were made for
pohitical purposes during the year {for the period ended 31 December 2011 - $ml)

Events since the balance sheet date

Events since the balance sheet date are disclosed in note 25

Financial risk management objectives, principal risks and uncertainties, and policies
The Group’s financial risk management objectives and policies are disclosed in note 17
Auditors

The auditors are deemed to be reappointed under section 487(2) of the Companies Act 2006
Indemnity of Directors

Each director 1s indemmified out of the assets of the Group against all costs, charges, losses and habilities incurred by
them in the proper exercise of their duties Directors who have resigned during the year also benefit from the same
indemnity arrangement In addition to this the directors are covered by an insurance policy

Directors’ responsibilities

The directors are responsible for preparing the Annual Report and the Group financial statements in accordance with
applicable Umted Kingdom law and regulations Company law requires the directors to prepare Group financial
statements for each financial year Under that law, the directors are required to prepare Group financial statements
under International Financial Reporting Standards ("IFRS") as adopted by the European Union

Under Company Law the directors must not approve the Group financial statements unless they are satisfied that they
give a true and fair view of the state of affairs of the Group and of the profit or loss of the Group for that period In
preparing the Group financial statements the directors are required to

present fairly the financial position, financial performance and cash flows of the Group,

select suitable accounting policies 1n accordance with 1AS 8 Accounting Policies, Changes in Accounting
Estimates and Errors and then apply them consistently,

e present information, including accounting policies, in a manner that provides relevant, rehable, comparable
and understandable information,
make judgements that are reasonable,
provide additional disclosures when complhiance with the specific requirements in IFRSs as adopted by the
European Union 1s insufficient to enable users to understand the impact of particular transactions, other events
and conditions on the Group's financial position and financial performance, and

¢ state whether the Group financial statements have been prepared 1n accordance with ITRSs as adopted by the
European Union, subject to any material departures disclosed and explained n the financial statements

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Group‘s transactions and disclose with reasonable accuracy at any iime the financial position of the Group and enable
them to ensure that the Group financial statements comply with the Companies Act 2006 and Article 4 of the 1AS
Regulation They are also responsible for safeguarding the assets of the Group and hence for taking reasonable steps
for the prevention and detection of fraud and other irregularities
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DIRECTORS’ REPORT (CONTINUED)
Directors® statement as to disclosure of information to auditor

All of the current directors have taken all the steps that they ought to have taken to make themselves aware of any
information needed by the Company's auditors for the purposes of their audit and to establish that the auditors are
aware of that information The directors are not aware of any relevant audit information of which the auditors are
unaware

On behalf of the Board

NN

J P Wall
pate  15[041




Marex Spectron Group Limited

AUDITORS® REPORT
INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF MAREX SPECTRON GROUP LIMITED

We have audited the financial statements of Marex Spectron Group Limited for the year ended 31 December 2012
which compnise the Consolidated Income Statement, the Consohdated and Company Statement of Financial Position,
the Consolidated Statement of Comprehensive Income, the Consolidated and Company Statement of Changes n
Shareholders’ Equity and the Consolidated Statement of Cash Flows, and the related notes 1 to 26 The financial
reporting framework that has been applied 1n their preparation 1s applicable law and International Financial Reporting
Standards (“IFRSs”) as adopted by the European Union and, as regards the parent company financial statements, as
applied 1n accordance with the provisions of the Companies Act 2006

This report 1s made solely to the Group’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the Group’s members those
matters we are required to state to them m an auditor’s report and for no other purpose To the fullest extent permitted
by law, we do not accept or assume responsibility to anyone other than the company and the company’s members as a
body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

As explained more fully in the Directors’ Responsibilities Statement sel out on page 6, the directors are responsible for
the preparation of the financial statemnents and for being satisfied that they give a true and fair view Our responsibility
1 to audit and express an opinion on the financial stalements 1n accordance with applicable law and International
Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board’s
(APB’s) Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaiming evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or
error

This mncludes an assessment of whether the accounting policies are appropriate to the group’s and the parent
company’s circumstances and have been consistently applied and adequately disclosed, the reasonableness of
significant accounting estimates made by the directars, and the overall presentation of the financial statements In
addition, we read all the financial and non-financial information 1n the directors’ report to 1denufy matenal
inconsistencies with the audited financial statements If we become aware of any apparent matertal misstatements or
inconsistencies we constder the implications for our report

Opinion on financial statements

In our opinion the group financial statements

o give a true and fair view of the state of the group’s and the parent company’s affairs as at 31 December 2012
and of the group’s profit for the year then ended,

o have been properly prepared 1n accordance with IFRSs as adopted by the European Union, and

o] the financial statements have been prepared 1n accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opimion the information given n the Directors’ Report for the financial year for which the financial statements
are prepared 1s consistent with the financial statements
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AUDITORS’ REPORT (CONTINUED)

Matters on which we are required to report by exception

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

o]

adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us, or

the parent company financial statements are not 1n agreement with the accounting records and returns, or
certain disclosures of directors’ remuneration specified by law are not made, or

we have not recetved all the information and explanations we require for our audit

Eﬂ-/(L LLf

Robert McCracken (Semor-S$tatutory Auditor)

For and on behalf of Ernst & Young LLP (Statutory Auditor)

London

/2

pd 20 %




Marex Spectron Group Limited

CONSOLIDATED INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2012

Year ended 31 Nine months to
Dec 2012 31 Dec 2011
Note $'000 $'000
Revenue 2 343,733 232,239
Operating expenses {351,554) (226,878)
Provision for doubtful debts 12 (178) 742
Operating profit 3 (7,999) 6,103
Other non-operating expenses 4 (5,000) (1,609)
Other income 4 30,995 23,346
Finance income (net) 6 3,009 1,955
Profit before tax 21,005 29,795
Taxation 7 (8,626) (9,595)
Profit after tax 12,379 20,200
Attributable to:
Equity holders of the parent 12,289 20,126
Minority interest 90 74
12,379 20,200

The notes on pages 19 to 48 form part of these financ:al statements

10




Marex Spectron Group Limited

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2012

Profit after tax

Other comprehensive income
Reclassification adjustment for gains on sale
of mvestments, included mm incotme statement
Net gain on revaluation of AFS investments

Other comprehensive income, net of tax

Total comprehensive income

Attributable to:
Equity holders of the parent
Minority interest

Year ended Nine months
31 Dec 2012 to 31 Dec 2011
$'000 $'000
12,379 20,200

- (16,280)

848 11,994

848 (4,286)

13,227 15,914
13,137 15,840

90 74

13,227 15,914

The notes on pages 19 to 48 form part of these financial statements

11




Marex Spectron Group Limited

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2012

At1 Apnl 2011

Share capital 1ssued
Redenomination of share
capital

Minornity interest of entities
acquired

Profit for the pertod

Stock buyback

Gain on sale of AFS
investments

Deferred tax on gain on sale
of AFS investments
Revaluation of AFS
mvestments

Deferred tax on market value
movement of unlisted shares
Foreign currency translation

At 31 December 2011

Share captal 1ssued
Premium on sale of shares
Minority interest movement
Profit for the period
Revaluation of AFS
investments

Deferred tax on market value
movement of unlisted shares
Foretgn currency translation

At 31 December 2012

Share Share Retained Other AFS Minority
capital premium earpings reserves reserve interest Total
$'000 $000 ‘$'000 5000 $'000 $'000 $000
171,170 6,197 15,915 (5,328) 4,019 593 192,566
5 127,364 - - - - 127,369
5,062 283 (5,345) - - - -
- - - - - (304) (304)
- - 20,126 - - 74 20,200
- - (3,931) - - - (3,931)
- - - - (22,000) - {22,000)
- - - - 5,720 - 5,720
- - - - 16,312 - 16,312
- . - - (4,243) - (4,243)
- - (5,328) 5,274 (75) - {129)
176,237 133,844 21,437 (54) (267) 363 331,560
1 - - - - - 1
- 442 - - - - 442
- - - (235) - 363 128
- - 12,289 - - 90 12,379
- - - - 1,101 - 1,101
- . - - (253) - (253)
- - - 45 - - 45
176,238 134,286 33,726 (244) 581 816 345,403

12



Marex Spectron Group Limited

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AT 31 DECEMBER 2012

31 Dec 2012 31 Dec 2011

Note $000 $'000
Assets
Non-current assets
Property, plant and equipment
(PPE) 8 13,014 11,884
Intangible assets 9 148,283 149,246
Investments 10 14,472 33,351
Total non-current assets 175,769 194,481
Current assets
Inventory 11 - 69,219
Trade and other receivables 12 345,953 329,108
Financial assets 14 59,981 -
Deferred tax asset 7 469 -
Cash and cash equivalents 15 419,183 618 898
Total current assets 825,586 1,017,225
Total assets 1,001,355 1,211,706
Liabilities
Current liabilities
Trade payables 16 632,351 800,399
Provisions 2,353 1,230
Derivative instruments 13 12,677 72,727
Corporation tax hability 8,571 1,052
Total current liabilities 655,952 875,408
Non-current habilities
Deferred tax hability 7 - 4,738
Total liabilities 655,952 880,146
TOTAL NET ASSETS 345,403 331,560

13




Marex Spectron Group Limited

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AT 31 DECEMBER 2012 (CONTINUED)

Capital and reserves attributable
to equity holders of the Company

Share capatal

Share premium
Retained earmings
Other reserves
Revaluation reserve

Minority interest
TOTAL EQUITY

Note

18
19
19
19
19

31 Dec 2012 31 Dec 2011
$'000 $'000
176,238 176,237
134,286 133,844
33,726 21,437
(244) (54)

581 (267)

344,587 331,197

816 363

345,403 331,560

The financial statements on pages 10 to 48 were approved by the Board of Directors on 26 March 2013 and were

signed on its behalf by

I

J P Wall
Date |5!04(,5

14



Marex Spectron Group Limited

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE PERIOD ENDED 31 DECEMBER 2012

Year ended Nine months to
31 Dec 2012 31 Dec 2011
Note $000 $'000

Operating activities
Profit before tax 21,005 29,795
Adjustmenis for

Depreciation g 6,981 3,271
Amortisation of intangible fixed assets 9 2,200 1,272
Gain on sale of investments 4 (30,798) (22,000)
Impairment of intangible and investments 4 5,000 1,609
Share of associate's profit - non-cash component - (9
Operating cash flows before changes in working capital 4,388 13,938
(Increase) / decrease in trade receivables 12 (16,845) 719,341
Decrease 1n trade payabies 16 {168,048) {203,797
Increase 1n provisions 1,123 1,230
Net trade payables on acquisition of subsidiaries - (3,870)
Decrease in imventory 11 69,219 130,791
Decrease in derivative instruments 13 (60,050) (425,903)
Increase 1n financial asset held to maturity 14 (59,981) -
(234,582) 217,791
Cash (outflow) / inflow from operating activities (230,194) 231,730
Corporation tax paid to taxation authorities (3,174) (5,633)
Corporation tax group rehef paid to ultimate parent (3,393) (346)
Foreign currency translation 124 (47)
Net cash (outflow) / inflow from operating activities (236,637) 225,704
Investing activities
Purchase of fixed asseis 8 (8,111) (8,453)
Proceeds of disposal of Investments 10 50,328 -
Development expenditure capitalised 9 3,777 (1,498)
Purchase of STA 9 (1,960) -
Purchase of Spectron group - (155,293)
Purchase of Eden - (9,046)
Purchase of other investments - (1,609)
Net cash inflows / (outflows) from investing activities 36,480 (175,899)

15




Marex Spectron Group Limited

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE PERIOD ENDED 31 DECEMBER 2012

Financing activities

Proceeds on sale of shares

Captal distribution paid

Redemption of preference shares

Net cashflows from financing activities

Net (decrease) / increase in cash and cash equivalents

As at  January /1 April

Cash available on demand and short term deposits
Cash on acquisition of subsidiaries

(Decrease) / Increase in cash and cash equivalents

Cash available on demand and short term deposits
At end of Year / Period

Note

Year ended Nine months to
31 Dec 2012 31 Dec 2011
$'000 $'000

442 127,370

- (2,790)

- {(801)

442 123,779
(199,715) 173,584
618,898 413,311

- 32,003

(199,715) 173,584
419,183 618,898
419,183 618,898
419,183 618,898

16



Marex Spectron Group Limited

COMPANY STATEMENT OF FINANCIAL POSITION

Assets

Non-current assets

Investments

Subordinated loan due from group undertaking
Total non-current assets

Current assets

Amounts due from group undertakings
Trade and other receivables

Deferred tax

Cash and cash equivalents

Total current assets

Total assets

Liabilities

Current liabilities

Corporation tax lability

Amounts due to group undertakings
Total current liabilities

Total liabilities

TOTAL NET ASSETS

Capital and reserves attributable to equity
holders of the Company

Share capital

Share premium
Retained earnings
Revaluation reserve

TOTAL EQUITY

Note

10
24

18
19
19
19

31 Dec 2012 31 Dec 2011
$'000 $'000
353,456 354,042
23,000 23,000
376,456 377,042
20,021 728
55 237

275 140

67 567
20,418 1,672
396,874 378,714
341 481
76,140 58,457
76,481 58,938
76,481 58,938
320,393 319,776
176,238 176,237
134,286 133,844
10,739 10,115
(870) (420)
320,393 319,776

The financial statements on pages 10 to 48 were approved by the Board of Directors on the 26 March 2013 and were

signed on its behalf by

N

] P Wall
Date ,5/04/’%

17



Marex Spectron Group Lumited

COMPANY STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2012

At 1 Apnl 2011

Share caprtal 1ssued
Redenomination of share capital
Profit for the period

Stock buyback

Revaluation of AFS investments
Deferred tax on market value
movement of unlisted shares
Foreign currency translation

At 31 December 2011

Share capital 1ssued

Premium on sale of shares
Profit for the period

Revaluation of AFS investments
Deferred tax on market value
movement of unlisted shares

At 31 December 2012

FX

Share Share Retamed translation AFS
capital premium earnings reserve reserve Total
$'000 $'000 $'000 $000 $'000 $'000
171,170 6,197 4,460 (181) 280 181,926
5 127,364 - - - 127,369
5,062 283 (5,345) - - -
- - 15,112 - - 15,112
- - (3,931) - - (3,931)
- - - . (938) (938)
- - - - 238 238
- - (181) 181 - -
176,237 133,844 10,115 - (420) 319,776
] - - - - 1
- 442 - - - 442
- - 624 - - 624
- - - - (585) (585)
- - - - 135 135
176,238 134,286 10,739 - (870) 320,393

The notes on pages 19 to 48 form part of these financial statements

18




Marex Spectron Group Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

1.

Accounting Policies
Basis of preparation

The principal accounting policies adopted 1n the preparation of the financial statements are set out below The
policies have been consistently applied during the period presented, unless otherwise stated

These financial statements have been prepared on a going concern basis and 1n accordance with International
Fmancial Reporting Standards (IFRS and IFRIC interpretations) issued by the International Accounting
Standards Board (IASB) as adopted by European Union and with those parts of the Companies Act 2006
applicable to companies preparing their accounts under [FRS

Basis of consolidation

Where the Group has the power, either dwrectly or indirectly, to govern the financial and operating pohicies of
another entity or business so as to obtamn benefits from 1ts activities, 1t 15 classified as a subsidiary The
consolidated financial statements present the results of the Company and its subsidiaries ("the Group") as 1f they
formed a single entity The Group’s share of joint ventures 1s accounted for under the equity method

Intercompany transactions and balances between Group companies are elimnated 1n full

Revenue
Revenue compnises the following
o execution and clearing commissions, which are recognised on trade date basis,

o] metals broking, energy broking and foreign exchange trading activity where the Group acts as principal,
which 15 typically recognised on a fair value basis whereby movements 1n fair values of the position are
recognised in the income statement, and

0 desk facilities fees, hicense and software fees, which are recogmised on an accrual basis

In accordance with accepted practice, those financial instruments held for trading purposes are marked to market
and consequently gamns and losses are taken to the Income Statement

Finance income - net

Finance income 1s earned on balances held at exchanges, banks and brokers, and on overdrawn client balances
Fmance expenses are paid on overdrafts, overdrawn accounts with brokers and exchanges, chent and
counterparty balances Finance income and expenses are recognised on an amortised cost basis using effective
mterest rates

Business combinations

The consolidated financial statements ncorporate the results of business combinations using the purchase
method In the consolidated balance sheet, the acquiree's 1dentifiable assets, liabilities and contingent habilities
are muially recognised at therr fair values at the acquisition date The results of acquired operations are
included in the consolidated income statement from the date on which control 15 obtained

Goodwill

Goodwill represents the excess of the cost (including the fair value of deferred and contingent consideration} of
a business combination over the interest mn the fair value of identifiable assets, habilities and contingent
habilities acquired Cost comprises the fair values of assets given, Labilities assumed and equity instruments
1ssued, plus any direct costs of acquisition

Goodwill 15 caputahsed as an intangible asset with any impairment n carrying value being charged to the
imcome statement
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Marex Spectron Group Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

1.

Accounting Policies (Continued)
Impairment of non-financial assets

Impairment tests on goodwill and other intangible assets with indefinite useful economic lives are undertaken
annually  Other non-financial assets are subject to impairment tests whenever events or changes
circumstances indicate that their carrying amount may not be recoverable Where the carrying value of an asset
exceeds 1ts recoverable amount (1 ¢ the higher of value 1in use and fair value less costs to sell), the asset 1s
written down accordingly

Where 1t 15 not possible to estimate the recoverable amount of an mndividual asset, the impairment test 1s carried
out on the asset's cash-generating umit (1 ¢ the lowest group of assets in which the asset belongs for which there
are separately 1dentifiable cash flows) Goodwill 1s allocated on 1mitial recognition to each of the Group's cash-
generating umits that are expected to benefit from the synergies of the combination giving nise to the goodwill

Impairment charges are included in other non-operating expenses line item 1n the income statement
Intangible assets

The Group's intangible assets include those determined at the time of a business combination, nternally
generated intangible assets (development costs) and software licences

Internally generated intangible assets (development costs)

Expenditure on internally developed products 1s capitahised 1f 1t can be demonstrated that

o 1t 1s technically feasible to develop the product for 1t to be sold,
o} adequate resources are available to complete the development,
o there 15 an 1mention to complete and sell the product,

o] the Group 1s able to sell the product,

o] sale of the product wi!l generate future economic benefits, and
o) expenditure on the project can be measured reltably

Capnahised development costs are amortised over the periods the Group expects to benefit from selling the
products developed The amortisation expense 15 included as a charge within the income statement

Devetopment expenditure not satisfying the above criteria and expenditure on the research phase of internal
projects 1s recognised in the income statement as mcurred

Software hicences

The licences have been granted for a period of between two and five years with, option of renewal at the end of
this period It 1s amortised evenly over the period of the patent

Joint ventures, subsidiaries and associates

A jomnt venture 15 an entity 1n which the Group has an interest and, 1n the opimon of the directors, exercises jont
control over its operating and financial policies An interest exists where an instrument 1s held on a long term
basis

The consolidated financial statements account for imvestments in joint ventures under the equity method of
accounting The income statement includes the Group’s share of post-tax profit or losses for that entity The
balance sheet shows the Group’s share of the net assets or habilities of those entities, together with any
attributable goodwill and separately rdentifiable intangible assets

In the Company accounts, interests in subsidiaries are accounted for at cost less impairment

Investments 1n associates are accounted for under the equity method in the consolidated financial statements
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Marex Spectron Group Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

1.

Accounting Policies (Continued)
Foreign currency
The financral statements are presented in US Dollars (USD), which 1s the functional currency of the Group

Transactions entered mto by Group entities 1n a currency other than the currency of the primary economic
environment in which they operate (the "functional currency") are recorded at the rates ruling when the
transactions occur Foreign currency monetary assets and liabilities are translated at the rates ruling at the
balance sheet date  Exchange differences arising on the retransiation of unsettled monetary assets and habilities
are similarly recogmsed immediately 1n the income statement

On consolidation, the results of overseas operations are translated into USD at rates approximating to those
ruling when the transactions took place All assets and hiabihities of overseas operations, including goodwill
arising on the acquisition of those operations, are translated at the rate ruling at the balance sheet date Any
exchange differences arising on translaung the opening net assets at opeming rate and the results of overseas
operations at actual rate are recogmsed directly i equity, in the "foreign exchange reserve"

Financial assets

The Group classifies its financial assets mnto one of the following categories, depending on the purpose for
which the asset was acquired The Group’s accounting policy for each category 1s as follows

o Fair value through profit or loss  This category includes derivatives held for trading  They are carnied in
the balance sheet at fair value with changes in fair value recogmsed n the mcome statement  The Group
records uts “held for trading” financial assets at fair value through the Income Statement

0 Loans and recewvables  These assets are non-derivative financial assets with fixed or determinable
payments that are not quoted 1n an active market They arise principally through the provision of goods
and services to customers (trade debtors), but also mmcorporate other types of contractual monetary asset
They are carned at amortised cost using the effective interest method less any provision for impairment

o] Available-for-sale  Non-dervative financial assets that are held are classified as available-for-sale They
comprise the Group’s strategic investments n entities not qualifying as subsidiaries, associates or jointly
controlled entities, and investments in memberships, seats and interests 1n investment exchanges They
are carried at fair value with changes in fair value recogmised directly in equity  Fair values of quoted
imvestments are based on current prices If the market for a financial asset 1s not active, and for unhsted
securities, fair value 1s established by using the latest available trade or offered price where a takeover bid
IS I progress

o Held to Maturuy Held to Maturity investments are financial assets with fixed or determinable payments
and fixed maturities where the Group has the intention and ability to hold to matunty These assets are
measured at amortised cost, calculated taking into account any premium and discount on acquisition The
amornisation 1s included 1n interest and simitar income n the profit and loss account

Financial liabilities

The Group classifies its financial liabihities mto one of two categories, depending on the purpose for which the
hability was assumed The Group’s accounting policy for each category 1s as follows

o Fair value through profit or loss This category includes derivatives held for trading They are carried
the balance sheet at fair value with changes in fair value recognised 1n the income statement

o] Other financial liabiliies  Other financial habihties include the following items
o Trade payables and other short-term monetary hiabilities, which are recognised at amortised cost
o Bank borrowings Such interest bearing habilities are subsequently measured at amortised cost

using the effective interest rate method, which ensures that any interest expense over the period to
repayment 1s at a constant rate on the balance of the habulity carried in the balance sheet
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Marex Spectron Group Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

1.

Accounting Policies (Continued)
Netting of financial assets and habilities

Financial assets and habilities are offset with counterparty 1f a vahd contractual netting agreement 1s 1n place
and the Group has an intention and ability to settle on a net basis with that counterparty This creates a single
obligation to pay {or receive) a net sum of cash

Retirement benefits: defined contribution schemes

The Group operates defined contribution schemes Contributions are charged 1o the income statement in the year
to which they relate

Leased assets

Where substantially all of the risks and rewards incidental 10 ownership of a leased asset have been transferred
to the Group (a "finance lease"), the asset 1s treated as 1f it had been purchased outright The amount 1mitially
recogmsed as an asset I1s the present value of the mimimum lease payments payable over the term of the lease
The corresponding lease commitment 1s shown as a hability Lease payments are analysed between capital and
mterest  The interest element 1s charged 10 the income statement over the penod of the lease and 1s calculated
so that it represents a constant proportion of the lease hability The capial element reduces the balance owed to
the lessor

Where substantially all of the nisks and rewards incidental to ownership are retained by the lessor (an "operating
lease™), the total rentals payable under the lease are charged to the income statement on a straight-line basis over
the lease term

The land and bwidings elements of property leases are considered separately for the purposes of lease
classification

Inveniories

Inventories represent metal warrants held by the Group Inventories are stated at market value with revaluation
differences reported m the Income Statement

Deferred taxation

Deferred tax assets and habilities are recogmised where the carrying amount of an asset or hability in the balance
sheet differs to 1ts tax base, except for differences arising on

0 the iminial recognition of goodwill,
o] goodwill for which amortisation 1s not tax deductible,
o] the imtial recognition of an asset or hability 1n a transaction which 1s not a busimess combination and at

the time of the transaction affects neither accounting or taxable profit, and

ol investments n subsidiaries and jointly controlled entities where the Group 1s able to control the timing of
the reversal of the difference and 1t 1s probable that the difference will not reverse n the foreseeable
future

Recognition of deferred tax assets 1s restricted to those instances where 1t 1s probable that taxable profit will be
available against which the difference can be utilised

The amount of the asset or hability 1s determined using tax rates that have been enacted or substantially enacted
by the balance sheet date and are expected to apply when the deferred tax habuliies/(assets) are
settled/(recovered) Deferred tax balances are not discounted

Deferred tax assets and habilities are offset when the Group has a legally enforceable right to offset current tax
assets and habilities and the deferred tax assets and habilities relate to taxes levied by the same tax authority
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Marex Spectron Group Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

1.

Accounting Policies (Continued)
Property, plant and equipment

Items of property, plant and equipment are mmuially recognised at cost As well as the purchase price, cost
mmcludes directly attributable costs and the estimated present value of any future costs of dismantling and
removing items The corresponding liability 15 recognised within provisions

Depreciation 1s provided on property, plant and equipment to write off the carrying value of items over their
expected useful economic lives It 1s applied at the following rates

Leasehold improvements -  over the remaining length of the lease or 20% per annum straight line, where
appropniate

Fixtures and fittings - 2010 50% per annum straight line

Computer equipment - 20 to 50% per annum straight line

Provisions

Provisions are recogmsed for Liabiliies of uncertain timing or amount that have arisen as a result of past
transactions and are discounted at a pre-tax rate reflecting current market assessments of the time value of
money and the risks specific to the hability

Critical accounting estimates and judgments

The Group makes estimates and assumptions regarding the future Estimates and judgments are continually
evaluated based on historical experience and other factors, including expectations of future events that are
beheved to be reasonable under the circumstances In the future, actual experience may differ from these
estimates and assumptions The estimates and assumptions that have a sigmificant risk of causing a matenal
adjustment to the carrying amounts of assets and hiabilities withun the next financial year are discussed below

(a)  Useful hves of intangible assets and property, plant and equipment

Intangible assets and property, plant and equipment are amortised or depreciated over their useful hves
Useful lives are based on the management’s estimates of the period that the assets will generate revenue,
which are periodically reviewed for continued appropriateness Changes to estimates can result n
significant variations n the carrying value and amounts charged to the Income Statement n specific
periods

{b)  Fair value of financial instruments

The Group determines the fair value of financial instruments that are not quoted, based on estimates using
present values or other valuation techniques Those techmiques are sigmificantly affected by the
assumptions used, including discount rates and estimaies of future cash flows Where market prices are
not readily available, fair value 1s either based on estimates obtained from independent experts or quoted
market prices of comparable instruments In that regard, the derived fair value estimates cannot be
substantiated by comparison with independent markets and, 1in many cases, may not be capable of bemng
realised immedately

c) Impaiwrment of non-financial assets

The Group‘s impairment test for goodwill with indefinite useful lives 1s based either on fair value less
costs to sell or a value mn use calculation The fair value less costs to sell calculation 1s based on available
data from binding sales transactions in an arm‘s length transaction on sumilar assets or observable market
prices less incremental costs for disposing of the asset The value in use calculatuon 1s based on a
discounted cash flow model The cash flows are derived from the budget for the next five years and do
not include restructuring activities that the Group 1s not yet commtted to or significant future investments
that will enhance the asset's performance of the cash generating umt bemng tested The recoverable
amount 1s most sensitive to the discount rate used for the discounted cash flow mode! as well as the
expected future cash inflows and the growth rate used for extrapolation purposes
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Marex Spectron Group Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

I

Accounting Policies (Continued)
Investments
Fixed asset investments are stated at cost less diminution n value

Current asset investments are stated at their market value Profits and losses arising from this valuation are taken
mto the Income Statement

Chent money

The Group holds money on behalf of chients 1n accordance with the client money rules of the Financial Services
Authority Such monies and the corresponding hability are included on the balance sheet

Cash and cash equivalents

Cash and cash equivalents mclude cash in hand, deposits held at call with banks, other short-term highly hquid
mvestments with original maturities of three months or less, and bank overdrafis

Trade recetvables

Trade receivables are recognised mitially at fair value and subsequently measured at amortised cost using the
effective interest method, less provision for impairment A provision for impairment of trade receivables 15
established when there 1s objective evidence that the Group will not be able to collect all amounts due according
to the orignal terms of the receivables Significant financial difficulties of the debtor, probabulity that the
debtor will enter bankruptcy or financral reorganisation, and default or delinquency in payments are considered
indicators that the trade receivable 1s impawred  The amount of the provision 1s the difference between the
asset’s carrying amount and the present value of estumated future cash flows, discounted at the appropriate
origimal effective interest rate The carrying amount of the asset 15 reduced through the use of an allowance
account, and the amount of the loss 1s included in the Income Statement within *Operating Profit” When a trade
recetvable 1s uncollectible, 1t 15 written off against the allowance account for trade receivables Subsequent
recoveries of amounts previously written off are also included within ’Operating Profit’ mn the Income
Statement

Trade payables

Trade payables are recognised mitially at fair value and subsequently measured at amortised cost using the
effective interest method

New and amended standards and interpretations

The accounting pohicies adopted are consistent with those of the previous financial year, except for the
following amendment to IFRS effective as of 1 January 2012

IFRS 7 Financial Instruments  Disclosures — Enhanced Derecogmition Disclosure Requirements

The amendment requires additional disclosure about financial assets that have been transferred but not
derecognised to enable the user of the Group's financial statements to understand the relattonship with those
assets that have not been derecogmised and their associated habilities In addition, the amendment requires
disclosures about the entity’s continuing involvement 1n derecognised assets to enable the users 1o evaluate the
nature of, and nsks associated with, such mvolvement The amendment 1s effective for annual periods
beginning on or after 1 July 2011 The amendment will affect the disclosure of the inventory positions within
the financial statements

None of the other amendments to IFRS effective as of 1 January 2012 has any effect on the presentation of its
financial statements
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Marex Spectron Group Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2012

1. Accounting Policies (Continued)

Standards and Interpretations 1ssued by the IASB and not endorsed by the EU

At 31 December 2012, the following amendments to standards and interpretations, effective for these
consohdated financial statements, were 1ssued by the IASB but not endorsed by the EU

IFRS 9 ‘Financial Instruments’
IFRS 10 Consolidate financial statements

IFRS 13 ‘Fair Value Measurement’

Amendments to [AS 19 “Employee benefits”

Our assessment 1s that these changes will not have a material impact on the Group financial statements

2. Revenue Analysis

Effective date for periods beginning

on or after

1 January 2015
1 January 2013

1 January 2013

1 January 2013

Financal Electronic Total Year
Commodities praeducts Markets ended
Year ended Year ended Year ended 31 Dec
31 Dec 2012 31 Dec 2012 31 Dec 2012 2012
$'000 $'000 $'000 $'000

Revenue
Broker dealer activities 199,416 38,335 79,172 316,923
Trading - - 897 897
Software fees - - 3,991 3,991
Other 6,199 1,204 14,519 21,922
Total 205,615 39,539 98,579 343,733

Finanaial Electronic

products Markets Total Nine
Commodities Nine Nine months to
Nine months months to months to 31 Dec
to 31 Dec 31 Dec 2011 31 Dec 2011 2011
2011 $'000 $'000 $'000 $'000

Revenue
Broker dealer activities 125,927 33,135 54 282 213,344
Trading - - 1,686 1,686
Software fees - - 3,295 3,295
Other 6,695 - 7,219 13,914
Total 132,622 33,135 66,482 232,239
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Marex Spectron Group Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

3. Operating profit

Nine months

Year ended to 31 Dec
31 Dec 2012 2011
$'000 $'000
This has been arrived after charging
Staff costs 176,232 113,813
Depreciation 6,981 3,271
Amortisation 2,200 1,271
Payments under operating leases 11,139 7,425
Sale and purchase expenses 292 114
Auditors services
Audit services 984 900
Non-audit services
- Tax advisory services 234 111
- Other non audit services 196 -

Audit fees for the Company for the year ended 31 December 2012 and the prior period were borne by a
subsidiary undertaking

4. Non-operating expenses and other income

Nine months

Year ended to 31 Dec
31 Dec 2012 2011
$000 $000

Non-operating expenses

Impairment of investments and goodwill (5,000) (1,609)
(5,000) (1,609)

Other income

Dividends received 204 204
Profit on sale of AFS investments 30,798 22,000
Derecogmition of habihity - 1,087
Share of associate's profit - 55
Other expense (7) -

30,995 23,346

During the year management have reclassified the foreign exchange revaluation loss of $3,000 (gain of
$3,174,000 for the period to 31 December 2011) from other income/ expense to operating income/ expense to
better reflect the nature of the incorne/ expense
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Marex Spectron Group Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

s. Staff costs

Year ended Nine months to
31 Dec 2012 31 Dec 2011
$'o000 $'000
Staff costs (including directors) comprise

Wages and salaries 151,059 100,070
Short-term monetary benefits 3,051 3,553
Defined contribution pension cost 1,379 981

Employer's national insurance contributions and similar
taxes 20,743 9,209
176,232 113,813

Directors’ remuneration

The remuneration for directors for their services to the Group, for the period that they were directors of Marex
Spectron Group Limited was as follows

Year ended Nine months to

31 Dec 2012 31 Dec 2011

$'000 $'000

Directors' emoluments 4,287 2,407
Short-term monetary benefits 18 10
Defined contribution pension cost 20 24
4,325 2,441

There were 3 directors 1n the Group’s defined contribution scheme (for the period ended 31 December 2011 ~
3)

The remuneration of the highest paid director for his services to the Group was $1,800,000 (for the period ended
31 December 2011 - $1,613,501) Group pension contributions of $20,006 (for the period ended 31 December
2011 - $15,038) were made on his behalf, whilst he was a director of Marex Spectron Group Limited

Interest free loans amounting n aggregate to $216,993 (as at 31 December 2011 - $178,286) were given to 2
directors to finance tax due on non-cash emoluments These amounts were outstanding as at 31 December 2012
and are included in total receivables

The average number of employees, including directors, during the year to 31 December 2012 was 576 (for the
period ended 31 December 2011 — 462)

27




Marex Spectron Group Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

6. Finance income
Year ended Nine months to
31 Dec 2012 31 Dec 2011
$'000 $'000
Interest receivable from brokers 293 747
Interest receivable from counterparties 2,216 1,042
Interest recervable from warrant financing 463 805
Bank 1nterest receivable 891 851
Finance revenue 3,863 3,445
Interest payable to clients (176) (280
Interest payable to brokers (251) (498)
Bank 1nterest payable (427) (712)
Finance expense (854) (1,490)
Finance income net 3,009 1,955
7. Taxation
Year to
31 Dec Nine months to
2012 31 Dec 2011
$'000 $'000
7 (a) Tax expense
Current tax expense
UK and foreign corporation tax on profit for the year 13,895 4,064
Adjustment for prior year 191 95
Sub total 14,086 4,159
Deferred tax credn
Ongnatien and reversal of temporary differences
arising 1n the current year (5,689) 5,573
Origmation and reversal of temporary differences
arising 1n the prior year 229 (137
Sub total (5,460) 5,436
Total tax charged for the year 8,626 9,595
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Marex Spectron Group Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

7. Taxation {Centinued)

Year to

31 Dec 2012

Tax charge relating to items charged to equity $'000
Charge for the year 253

Nine months to
31 Dec 2011
$'000

4,243

Reconciliation of the total tax charge

The reasons for the difference between the actual tax charge for the year ended 31 December 2012 and the

standard rate of corporation tax in the UK applied to profits for the year are as follows

Year to Nine months to
31 Dec 2012 31 Dec 2011
$'000 $'000
7(b) Reconcihiation of the total tax charge
: Profit before tax 21,005 29,795
Expected tax charge based on the standard rate of
corporation tax n the UK of 24 5% (Dec 2011 26%) 5,146 7,747
Impact of 26 5% effective rate for applicable entities - 72
Variance in corporation tax of non-UK entities (1,329) {684)
Income not taxable (50) 412)
Expenses not deductible for tax purposes 1,384 1,034
| Indexation applied to chargeable gains (8) (58)
Prior year adjustments 419 (42)
Unutilised tax losses 3,079 1,910
Deferred tax restatement due to legislated change in future tax rate (15) 28
8,626 9,595
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Marex Spectron Group Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2012
7. Taxation (Continued)

7(c) Deferred tax (asset) / hability

Accelerated capital allowances

Revaluation of available for sale financial assets

Deferred sale of available for sale assets
Total deferred tax (asset) / liabihty

At 1 Jan 2012 /1 Apnl 2011

Fair value upon acquisition of subsidiaries

(Credited)/charged to the Income Statement for the

year
On sale of AFS investments

Charged to the Revaluation Reserve for the peniod

FX translation

At 31 December

31 Dec 2012 31 Dec 2011
$'000 $'000
(1,490) (836)
164 (89)
857 5,663
(469) 4,738
4,738 884

- (107)

(766) 5,436
(4,694) (5,720)
253 4,243

- 2

(469) 4,738

Deferred tax assets have been stated at the corporation tax rate of 23% (2011 25%) reflecting the reduction 1n
the UK corporation tax rate which takes effect from 1 April 2013 and which was substantially enacted on 3 July
2012, on the basis that it 1s anticipated that the Company’s deferred tax assets will unwind after 1 Apnl 2013

In the Budget of 20 March 2013, the Government announced that the UK rate of corporation tax will reduce to
20% from 1 April 2015 As the further reduction was not substantially enacted as at 31 December 2012, the

corporation tax rate of 23% has been applied 1n calculating the deferred tax asset

7 (d) Unrecognised deferred tax asset

These assets have not been recognised as 1t cannot be foreseen when the 1items will be utilized

. Gross share scheme deductions of $5,585,000 (at 31 December 2011 - $5,336,000) The potential UK

deferred tax asset at 23% 1s $1,285,000 ( at 31 December - $1,334,000)

. Gross realised losses in the United States for the year ended 31 December 2012 of $11,256,248 (at 31

December 2011 - $£6,559,000)
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Marex Spectron Group Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

8. Property, Plant and Equipment

Furniture,
Leasehold Computer fixtures and Cycle
improvements equipment fittings scheme Total
$'000 £000 $'000 $'000 $'000

Cost:
At 1 January 2012 6,506 15,852 4,620 9 26,987
Additions 4,003 3,548 557 3 8111
Adjustments /
reclassifications (3,525) (841) 911 - (3,455)
At 31 December 2012 6,984 18,559 6,088 12 31,643
Depreciation:
At 1 January 2012 4,056 9,138 1,903 6 15,103
Charge for the year 1,593 4,475 913 - 6,981
Adjustments /
reclassifications (3,525) (341) 911 - (3,455)
At 31 December 2012 2,124 12,772 3,727 6 18,629
Net book value:
At 31 December 2012 4,860 5,787 2,361 6 13,014
At 31 December 2011 2,450 6,714 2,717 3 11,884

During the year fully depreciated assets that are no longer 1n use were writien off and items reclassified into

appropriate categories
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Marex Spectron Group Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

9.

Intangible Assets

Computer
development,
licences and

Goodwill software Total
$'000 $'000 $'000

Cost:
At 1 January 2012 146,725 6,411 153,136
Additions 3,242 2,361 5,603
Adjustments 134 (1,480) (1,346)
At 31 December 2012 150,101 7,292 157,393
Amortisation:
At 1 January 2012 - 3,890 3,890
Charge for the year - 2,200 2,200
Impairment 4,500 - 4,500
Adjustments - (1,480) (1,480)
At 31 December 2012 4,500 4,610 9,110
Net book value:
At 31 December 2012 145,601 2,682 148,283
At 3] December 2011 146,725 2,521 149,246

During the year fully amortised assets that are no longer in use were written off and 1tems reclassified into
appropriate categories

Goodwill acquired through business combination has been allocated for impairment testing purposes to
operating segments as monitored for internal management purposes Of the $145 6m of goodwill, $137 8m 1s
within the Commodities segment

The recoverable amount has been determined based on a value in use calculation using cash flow projections
based on financial budgets approved by the board The projected cash flows have been updated to reflect the
demand for the services offered The discount rate applied to the cash flows 1s 12% and projections have been
extrapolated to a five year period using a growth rate of 5% which measures conservatively based on historic
trend No impairment 1s considered necessary

The goodwill of the securities business within the Financials sector has been deemed to be impaired based on
valuation estimated using current and projected cash flows growing at 4% and a discount rate of 12% by $4 5m
to 84 6m This charge 1s attributed largely to the deterioration of market activity within the Pan European
Equity markets

On 27 May 2012, the Group acquired the Professional Trader Division of Schneider Trading Associates (STA),
a business that 1s complimentary the existing Pro-Trader business within Electronic Markets of the Group The
consideration was $2 5m including a deferred earn-out based on the performance of the professional services
business of the Group The fair value of 1dentifiable assets and liabilities of STA as at the date of acquisition
were
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Marex Spectron Group Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

Intangible Assets (Continued)

Total
$'000
Consideration:
Cash 1,960
Contingent Consideration 538
2,498
Recogmsed amounts of identifiable assets acquired and habilhities assumed
Fixed assets 3,227
Other recervables 679
Accruals and other habhties (2,869)
Provisions (1,781)
Total 744
Goodwill 3,242
10. Investments
Unlisted Unlisted
Assoclates investments Associates investments
31 Dec 2012 31 Dec 2012 31 Dec 2011 31 Dec 2011
$'000 $'000 $'000 $'000
Cost or valuation
At 1 January 191 33,160 - 16,529
Farr value of assets on acquisition of
subsidharies - - 182 319
Additions - 49 - 25,052
Disposals - (19,529) - (23,443)
Revaluation - 1,101 - 16,312
Impairment charge (191) (309) - (1,609)
Share of associate's profit - - 9 -
At 31 December - 14,472 191 33,160

Unlisted investments include memberships, seats and nterests in mvestment exchanges, which are classified as
available for sale financial assets and are recorded at market value with changes in fair value reported n equity
These and all other unlisted investments are recorded at cost less any provision for impairment
value for unlisted mvestments 1s determined as the latest available traded or offered price where the investment

15 under a takeover lmd

Associates are accounted for using the equity method

The market
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10. Investments (Continued)

Investments in subsidiaries are

31 Dec

Company: 2012 31 Dec 2011

$'000 $'000
At 1 January 354,042 199,687
Additions 1n year - 156,902
Revaluation (586) (938)
Impairment - (1,609)
At 31 December 353,456 354,042

The principal subsidianes of Marex Spectron Group Limited as at 31 December 2012 are as follows

Proportion of

Name .Country 0‘: Class ownership Nature of business
incorporation .
interest
Commodities and
Marex Financial Limited United Ordinary 100% financial instruments
Kingdom shares
broker and clearer
Marex Services Limited United Ordmnary 100% Facilities company
Kingdom shares
United Ordinary o
Easyscreen Limited Kingdom chares 100% Technology services
Marex USA Limited United Ordmnary 100% Futures and options
Kingdom shares broking

Commodities and
100% financial instruments
broker and clearer

United States  Ordinary

Marex North America LLC
of America shares

Ordinary Futures and options

0,
Marex Hong Kong Limited Hong Kong shares 100% broking
Spectron Group Limited United Ordnary 100% Spectron holding
Kingdom shares company
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10. Investments (Continued)

Principal subsidiary undertakings held indirectly

Proportion of

Name Fountry of Class ownership Nature of business
incorporation interest
Marex Financial Suisse SA  Switzerland Ordinary 60% Futures and OTC
shares broking
Marex Trading Services Ordinary o Provision of
{Gibraltar) Limited Gibraltar shares 100% facilities to traders
Carlton Commodities 2004  United Partnership n/a Commodity and
LLP Kingdom mterest option trading
United Ordmary o
Spectron Services Limited Kingdom Shares 100% Facilitigs company
Unuted States  Ordinary o Energy OTC
Spectron Energy Inc of America Shares 100% broking
Spectron Commodities United Ordmary 100% Futures and option
Limited Kingdom Shares ? broking
Spectron Energy Services United Ordinary 100% Energy OTC
Limited Kingdom Shares ’ broking
Marex Spectron Securities United Ordinary o
Holdings Limned Kingdom Shares 100% Equity broking
Marex Spectron Securities United Partnership
LLP Kingdom Interest n/a Equities broking
Marex Spectron Asia Pte Ordinary o Freight OTC
Ltd Smgapore Shares 100% broking
Spectron Energy Asia Pte Ordinary o Energy OTC
Lid Singapore Shares 100% broking
Spectron Commodity United States  Ordinary 100% Futures brokng
Futures Inc of America Shares
United Ordinary o Energy OTC
Spectron Oil Limited Kingdom Shares 100% Broking
Other related entities
Proportion of
Country of Class ownership Nature of business
mecorporation interest
Ogier Employee Benefit Channel Ordnary
Trust Limited Islands Shares Nl Trustee
Echpse Energy Group AS Norway g}:g::;ary 22% Consulting
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11. Inventory

31 Dec 2012 31 Dec 2011
$'000 $'000
Investment in metal warrants . 69,219

The above investments relate to metal warrant positions, and are accounted for at market value The Group held
no positions in metals warrants as at 31 December 2012, however 1t has entered into a forward coniract to acquire
metals warrants at fair market value which 1s worth $24,629,000 at year end rates As at 31 December 2012, nil
warrants are held by a bank as collateral against cash borrowings (at 31 December 2011 - $68,750,000)

12. Trade and Other Receivables

31 Dec 2012 31 Dec 2011
3'000 $'000

Amounts due from exchanges, clearing houses and other counterparties
- fair value of transactions 321,859 295,782
Deposits with exchanges and clearing houses 7,000 21,390
Other debtors 2,078 3,215
Loans receivable 1,568 1,676
Prepayments 11,897 7,045
Other tax and social security taxes 1,551 -
345,953 329,108

Amounts due from exchanges, clearing houses and other counterparties are stated after deducting an impairment
provision of $4,442 000 (as at 31 December 2011 - $4,738,000)
The movement 1n the impairment provision 1s as follows

31 Dec 2012 31 Dec 2011

$000 $'000

At 1 January 4,738 5,765
On acquisition of subsidianes - 207
Charged / (credit) to Income Statement 178 (742)
Bad debts written off (590) (309)
Foreign exchange revaluation 116 (183)
At 31 December 4,442 4,738
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13. Derivative Instruments

Included n derivative investments are the Group’s own positions in commodities and financial products stated
at market value The substantial decrease reflects a matched position that matured during the period, the
position was undertaken to facilitate the transfer of a specific customer position in a prior pentod and was not
subject to market risk and had been fully cash settled by the client

14. Held to Maturity Financial Assets

The Group purchase financial assets with fixed or determinable payments and fixed maturitics where the Group
has the intention and ability to hold to matunty These assets are measured at amortised cost, calculated taking
into account any premium and discount on acquisiion As at 31 December 2012, the carrying value of these

assets was $59,981,000 (Smil — 31 December 2011)
15. Cash and Cash Equivalents

Included 1n cash and cash equivalents at 31 December 2012 are balances of $318,842,000 (as at 31 December
2011 - $442,183,000) held by the Group on behalf of clients in accordance with the Client Money rules of the
Financial Services Authority

16. Trade and Other Payables

31 Dec 2012 31 Dec 2011
$'000 $'000
Trade payables

Amounts due to chents - fair value of
transactions 561,549 666,591
Other tax and social security taxes 2,555 1,585
Other creditors 2,093 2,386
Accruals 66,154 67,337
Bank borrowings - 62,500
632,351 800,399

17. Financial Risk Management Objectives and Policies

The Group’s activities expose 1t to a number of financial nsks — market risk (foreign currency risk, interest rate
risk and volatility 1n the markets 1n which the Group operates), credit nisk, operational risk and hquudity nisk

The Group manages these risks through various control mechanisms and its approach to nsk management 1s
both prudent and evolving

Overall responsibility for risk management rests with the Board Dedicated resources within the Risk
department control and manage the exposures of the Group’s own positions, the posiions of its clients and 1ts
exposures to 1ts counterparties as well as operational exposures, within the Risk Appetite set by the Board This
Risk Appetite and the associated Risk Framework and procedures are reviewed by sentor management, the Risk
Committee and the Board on a regular basis

The Group aims to mitigate foreign exchange risk generated by the FX desk by setting pre-determined limits
and by daily review and monitoring of the currency positions and exposures within such agreed hmits
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17. Finanaal Risk Management Objectives and Policies (Continued)
Foreign currency risk

As the majority of the revenue and asset and habilities of the Group are generated in US dollars, the Group 1s
subject to minimal structural currency risk In addition a small level of foreign currency market risk 1s denved
from the Foreign Exchange (“FX") desk

Interest rate nisk

The Group 1s exposed to interest rate sk on cash and investment balances 1t holds, clhient balances and bank
borrowings

The Group’s view 1s that the main interest rate risk 1s derived from interest bearing deposits in which the Group
invests surplus funds, and bank borrowings

Market risk

The level or volatihty of the markets in which the Group operates can adversely affect its abihity to meet 1its
business objectives and earmings The Board has defined its risk appetite for market risk and this 1s implemented
through the Board and senior management approved Integrated Risk Management Framework A variety of
measurement methodologies, including Value at Risk {(VaR), scenario analysis and stress testing are used to
quantify and assess the levels of market risk to which the Group 1s exposed

The Group’s overall exposure to market risk 1s mitigated by its operations as an intermediary on most
transactions As an intermediary, the Group aims to minmuse 1ts market risk by matching buyers and sellers
However, from time to time the Group will take the risk of a given trade onto 1ts own books within pre-defined
parameters and risk hmts which are monitored and controlled by the Risk Department

All trading instruments are subject to market nisk, (the potential that future changes in market conditions may
make an instrument less valuable — for instance due to fluctuations 1n prices, volatility interest rates or foreign
exchange rates) Market risk 15 also directly impacted by the hquidity 1n the markets 1in which the mstruments
are traded As the instruments are recogmised at fair value, those changes are directly reported 1n income

Although the Group has a matenal holding in metal warrants, the market nisk 1n this activity 1s largely
elimnated or mimmised by hedging these warrants using spot and forward trades on the London Metal
Exchange

Concentration risk

In order to avoid excessive concentrations of risk with respect to bank counterparties the Group maintains a
diversified portfolio of cash accounts in accordance with the Boards® Risk Appetite

To mitigate the concentration of credit risk exposure to a particular smgle customer or counterparty or group of
affiliated customers or counterparties, the Group monitors these exposures carefully and ensures that these
remain within pre-defined limits and the Large Exposures limits determined by appropriate regulatory rules

Liquidity risk
The Group defines hqudity misk as the failure to meet 1ts day Lo day capital and cash flow requirements
Liguidity nisk 1s assessed and managed under the ILAA and Liguidity Risk Framework

To mutigate liquidity risk the Group has implemented robust cash management policies and procedures that
momtor liquidity daily to ensure that the Group has sufficient resources to meet its margin requirement at
clearing houses and third party brokers

There are strict guidelines followed m relation to products and duration into which excess hquidity can be
invested Excess liquidity 1s mvested in cash deposits with financial institutions for a period of less than three
months

All non-derivative financial assets and habihities mature, or are repayable, within one year

All of the financial assets of the Group are either based upon floating rates or upon fixed rates with an interest
term of less than three months The financial habihties are based upon rates set on a daily basis, apart from the
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17. Financial Risk Management Objectives and Policies (Continued)
Liguidity risk (Continued)

financing of the warrant positions where the rates are set for the term of the loan For assets not marked to
market there 15 no material difference between the carrying value and fair value

Other risk management

In addition to the financial nisks above, the Group 15 also exposed to various elements of operational risk, most
evident amongst these are geographical risk and internal control failure

Operational risk

Operational risk 1s the risk of loss ansing through failures associated with personnel, processes or systems, or
from external events It 1s inherent 1n every business organisation and covers a wide spectrum of 1ssues
Operational risk 1s managed through systems and procedures in which processes are documented, authorisation
15 mdependent, and transactions are monttored and reconciled

The Group maintains disaster recovery or contingency facihties to support operations and ensure business
continuity The innovation of these facilities 1s regularly tested

Comphance or regulatory nisk arises from a failure or inability to comply with the laws, regulations or codes
apphcable specifically to the financial services industry Non-compliance can lead to fines, public reprimands,
enforced suspensions of services, or in extreme cases, withdrawal of authonsation to operate

Companies within the Group are subject to authorisation by the Financial Services Authonty (“FSA™) governing
the UK financial services industry, Commodity and Futures Trading Commission (“CFTC”) under the delegated
rules of the CME and Nauional Futures Association (“NFA™) m the US and the Securities and Futures
Commuission (“SFC™) in Hong Kong and their respecuve regulatory requirements

Geographical nisk arises from the physical separation of some elements from the central control locations
Internal control failure 1s the risk ansing from the adequacy or breakdown of critical internal control processes

Capital management

The primary objective of the Group’s capital management 1s to ensure that it mantains strong healthy capital
ratios 1n order to support i1ts business growth as well as to maximise sharcholder value

The Group manages 1ts capital structure and makes adjustments 10 1t, 1in light of changes 1n economic conditions
The Group also manages its capital so that it complies with the requirements of the regulatory authorities, as
well as ensuring 1ts capital base 15 adequate to cover the risks inherent 1n the business as defined mn its Group
ICAAP document

Marex Financial Limited 1s regulated by the FSA as a BIPRU 730k Investment firm Marex Financial Limited
has fully complied with 1its externally imposed capital requirements in the year The Capital Resources
Requirement as at 31 December 2012 was $96,575,000 and 31 December 2011 was $94,125,000 This
compares to the Regulatory Capital of $158,427,000 at 31 December 2012 and $157,468,000 at 31 December
2011

Marex USA Limited 15 regulated by the FSA as a BIPRU 730k Investment firm The Company has fully
complied with 1ts externally imposed capital requirements 1n the year. The Capital Resources Requirement as at
31 December 2012 was $963,000 and 31 December 2011 was $946,000 This compares to the Regulatory
Capital at 31 December 2012 was $2,257,000 and 31 December 2011 of $1,127,000

Marex USA Limited 1s also regulated in the USA by the NFA, on behalf of the CFTC, and has fully complied
with 1ts externally imposed capital requirements 1n the year Under the requirements of the NFA, as of 31
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17. Financial Risk Management Objectives and Policies (Continued)
Capital management (Continued)

December 2012, the adjusted net capital of the Company was $3,080,000 (31 December 2011 - $1,991,000) and
the net capital requirement was $1,000,000 (31 December 2011 31 - $1,000,000)

Marex North Amenica LLC 1s regulated by the CME on behalf of the CFTC and has fully complied with 1ts
externally impaosed capital requirements in the year Under the requirements of the CME, as of 31 December
2012, the adjusted net capital of the Company was $9,993,000(31 December 2011 - $16,546,000) and the net
capital requirement was $6,148,000 (31 December 2011 - $7,333,000)

Marex Hong Kong Limited 1s regulated by the SFC Under the requirements of the SFC, as of 31 December
2012, the adjusted net capital of the Company was HKD 7,382,000 (31 December 2011 - HKD 7,803,000) and
the net capital requirement was HKD 3,000,000 (31 December 2011 - HKD 3,000,000)

Spectron Energy Services Limited 1s regulated by the FSA as a BIPRU 50k Investment firm Spectron Energy
Services Limited has fully complied with its externally imposed capital requirements in the year The Capatal
Resources Requirement as at 31 December 2012 was $8,098,000 and 31 December 2011 was $10,357,000
This compares to the Regulatory Capital of $39,711,000 at 31 December 2012 and $29,832,000 at 31 December
2011 Spectron Energy Services Limited 1s also regulated in the USA by the NFA, on behalf of the CFTC, when
it was approved as an Introducing broker as at 12 October 2012, and has fully complied with its externally
imposed capital requirements from 1ts registration date to the rest of the year Under the requirements of the
NFA, as of 31 December 2012, the adjusted net capital of the Company was $2,903,000 and the net captal
requirement was $45,000

Marex Spectron Securittes LLP 1s regulated by the FSA as a BIPRU 50k Investment firm Marex Spectron
Securities LLP has fully complied with 1its externally imposed caputal requirements in the vear The Capital
Resources Requirement as at 31 December 2012 was £679,000 and 31 December 2011 was £634,000 This
compares to the Regulatory Capital of £700,000 at 31 December 2012 and £700,000 at 31 December 2011

Determination of fair value and fair value hierarchy

The Group uses the following hierarchy for determining the fair value of financial instrument by valuation
techniques

Level | quoted (adjusted) prices in active markets for identical assets or habilities,

Level 2. other techmques for which all inputs which have a sigmificant effect on the recorder fair value are
observables, either direcily or indirectly, and

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

All of the Group’s trading instruments are classified within Level 1 {at 31 December 2011 all in Level 1)

Set out below 1s a comparisen by category of the carrying amounts and fair value of the Group’s financial
instruments that are carried in the financial statements Due 10 the nature of the underlying assets the difference
between the book and fair value 1s deemed immaterial
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17. Finanaal Risk Management Objectives and Policies (Continued)

Determination of fair value and fair value hierarchy (Continued)

Fair Fair
and and
book book
value value
31 Dec 31 Dec
2012 2011
$'000 $'000
Financial assets
At Fair value through the income statement
Amounts due from exchanges, clearing houses and other counterparties - fair value of
transactions 321,859 295,782
321,859 295,782
Available for sale
Invesiments 14,472 33,160
At amortised cost
Cash and cash equivalents 419,183 618,898
Deposits with exchanges and clearing houses 7,000 21,390
Loans receivable 1,568 1,676
Held 10 maturity investments 59,981 -
487,732 641,963
Total 824,063 970,905
Financial liabilities
At Fair value through the income statement
Amounts due to clients - fairr value of transactions 561,549 666,591
Dernivauve financial instruments 12,677 72,727
574,226 739,318
At amortsed cost
Bank borrowings - 62,500
Total 574,226 801,818

Credit risk

The maximum credut risk exposure relating to financial assets 1s represented by the carrying value as at the
balance sheet date

Credit nisk 1n the Group principally anises from cash and cash equivalents deposited with third party institutions,
exposures from transactions and balances with exchanges and clearing houses, and exposures resulting from
transactions and balances relating to customers and counterparties, some of which have been granted credit
lines
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17. Financial Risk Management Objectives and Policies (Continued)
Credit risk (Continued)

The Group only makes treasury deposits with banks and financial institutions that have received the necessary
approval by the Group’s Credit Risk Commitiee and, 1f beyond the Executive Management discretion, by the
Risk Committee of the Board These deposits are also subject to counterparty limits with respect to
concentration and maturity

The Group’s exposure to customer and counterparty fransactions and balances 1s managed through the Group’s
credit policies and, where appropriate, the use of mitial and vaniation margin credit limits in conjunction with
overall position limuts for all customers and counterparties These exposures are momitored both intraday and
overnight

The hmits are set by the Credit Commuttee through a formalised process Credit limits over a certain Board
approved amount also require the direct approval of the Risk Commuttee of the Board

The held to maturity assets of $59,981,000 are of AA+ quality The table below shows the credit quality of the
Group’s remaining financial assets

31 Dec 2012 31 Dec 2011
$'000 $'000

(Fitch ratings or equivalent S&P/ Moody's ratings)

Fair value of amounts due from exchanges, clearing houses and other counterparties

AA 14,308 29,236
AA- 41,013 62,193
A+ 75,820 75,943
A 27,962 11,006
A- 1,711 589
BBB+ 204 301
Lower rated and non-rated 167,841 137,904
Total 328,859 317,172

Cash balances

AA - 64,726
AA- 147,528 315,105
A+ 127,506 8,667
A 120,451 195,275
A- 21,417 21,040
Lower rated and non-rated 2,281 14,085
Total 419,183 618,898
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17. Financial Risk Management Objectives and Policies (Continued)

Concentration risk

The largest concentration of cash balances as at 31 December 2012 was 30 0% (as at 31 December 2011 —
38 7%) to a US based, A rated global banking group (as at 31 December 2011 AA-)

The largest concentration of exposures to exchanges, clearing houses and other counterparties exposures as at 31
December 2012 was 19 5% (as at 31 December 2011 — 32 8%) to a non-rated global clearing house (as at 31
December 2011 non-rated global clearing house)

Interest rate sensitivity analysis

The Group’s exposure to mterest rate fluctuations 1s hmited through the offset that exists between the bulk of its
interest beaning assets and interest bearing habilities Since the return paid on client liabilities 15 generally reset
to prevailing market interest rates on an overnmight basis the Group 1s only exposed for the time 1t takes to reset
its investments which are held at rates fixed for a maturity which does not exceed three months

Foreign exchange sensitivity

The majority of the Company’s net assets are in USD which minimises the effect exchange rate fluctuations will
have on overall net assets

Market risk sensitivity

As principally an intermediary, the Group’s market risk exposure 15 modest It manages this market risk
exposure using sophisticated risk management techniques within pre-defined and independently monutored
parameters and lumits

The Group uses a range of tools to momitor and Imit market risk exposures These include value at nisk
(*“VaR™), sensihivity analysis and stress testing

Value at risk

VaR 1s a technique that estimates the potential losses that could occur on risk positions as a result of movements
in market rates and prices over a specified time horizon and to a given level of confidence

The VaR models used by the Group are based upon both Monte Carlo and historic simulatiens  These models
denive plausible future scenarios from past series of recorded market rates and prices, taking account of inter-
relationships between different markets and rates, including interest rates and foreign exchange rates These
models also incorporate the effect of option features on the underlying exposures

The historical simulation model used by the Group incorporates the following features
o) potential market movements are calculated with reference to data from the past 250 days,

o historical markets rates and prices are calculated with reference to foreign exchange rates and commodity
prices, interest rates and the associated volatilines, and

o VaR 15 calculated to a 1 day 99 75% one tail confidence level and multiplied by the square root of time to
calculate the VaR for a 10 day holding period

The Monte Carlo simulation model used by the Group incorporates the following features
o] 1,000 simulations using a variance covariance matrix,
o] simulations generated using geometric Brownian motion,

o Jomt estimatton 1s done using regulatory variance covariance, 1¢ no decay factor 1s applied The
estimation period 1s 250 days, and
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Value at risk (Continued)

(o]

VaR 1s calculated to a 1 day, 99 75% one tail confidence level, multiphied by the square root of time to

calculate the 10 day holding period,

The Group validates the VaR by companing to alternative risk measures, for example, scenario analysis and
exchange initial margins

Although a valuable guide to risk, VaR should always be viewed m the context of its limitations, for example

o]

o}

the use of historical data as a proxy for estimating future events may not encompass all potential events,

particularly those which are extreme n nature,

the use of a 10 day holding period assumes that all positions can be hquidated or hedged 1n 10 days This
may not fully reflected the market risk arising at times of severe hiquidity, when a 10-day holding period

may be nsufficient to liquidate or hedge ail positions fully,

the use of a 99 75% confidence level, by defimtion, does not take into account losses that might occur

beyond this level of confidence,

the VaR, disclosed below, 15 calculated on the basis of exposures outstanding at the close of business and

therefore does not necessanly reflect intra-day exposure; and

VaR 1s unlikely to reflect loss potential on exposures that only arise under significant market moves

The Group recognises these limitations by augmenting its VaR limits with other position and sensitivity limut

structures

The Group also applies a wide range of stress testing, both on individual portfolios and on the

Group's consolidated positions The average monthly VaR for the year ended 31 December 2012 was $679,000

(for the period ended 31 December 2011 - $773,000)

18.

Share Capital

Ordinary shares of $0 000165 each
Non-voting ordinary shares of $0 000165 each
Deferred shares of $1 65 each

Growth shares of $0 000165 each

Ordinary shares of $0 000165 each
Non-voting ordinary shares of $0 000165 each
Deferred shares of $1 65 each

Growth shares of $0 000165 each

Issued and
Fully Paid

31 Dec 2012
Number

106,491,588
3,991,251
106,798,427
15,941,238

31 Dec 2011
Number

106,491,588
3,991,251
106,798,441
6,314,159

31 Dec 2012
$

17,571

659
176,217,405
2,630

176,238,265

31 Dec 2011
s

17,571
659
176,217,428
1,042

176,236,700
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18. Share Capatal (Continued)

During the year the company 1ssued 9,867,079 Growth shares 10 a number of senior employees and cancelled

240,000 Growth Shares previously 1ssued to certain individuals

In accordance with the Companies Act 2006 the Company has adopted a new Articles of Association, which

defines the new share classes with

no authonsed limits

The rights of the shares are as follows

Ordinary shares

Non-voting ordinary shares

Deferred shares

Growth shares

19. Reserves

Group

At | January 2012

Proceeds from sale of shares
Profit for the period
Revaluation of AFS investments
Deferred tax on market value
movement of unlisted shares
Foreign currency translation

At 31 December 2012

Fult voting rights and right to participate in ordinary dividends pro rata with
non-voting Ordinary shares In the event of a winding up, entitled to a return

of capital pro rata with non-voting Ordinary shares No nght of redemption

Same nights as Ordinary shares, other than having no voting rights

No voting rights, no nght to participate in dividends and no night to
redemption In the event of a winding up, entitled to return of capatal pro rata

with Ordinary shares

No vating rights, no nights to participate in dividends, no entitlement to

participate in winding up and no night of redemption

Share Retained Other
premium AFS earnings reserves
31 Dec reserve 31 Dec 31 Dec
2012 31 Dec 2012 2012 2012
$'000 $'000 $'000 $'000
133,844 (267) 21,437 (54)
442 - - -

- - 12,289 (235)

- 1,101 - .

- (253) - -

- - - 45
134,286 581 33,726 (244)
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19. Reserves (Continued)

Share Retained Other
premium AFS earnmngs reserves
31 Dec reserve 31 Dec 31 Dec
2011 31 Dec 2011 2011 2011
Group $'000 $'000 $'000 $'000
At 1 Apnl 2011 6,197 4,019 15,915 (5,328)
Share capital 1ssued 127,364 - - -
Redenomination of share capital 283 - {5,345) -
Profit for the period - - 20,126 -
Capital disiribution - - (3,931) -
Gain on sale of AFS investments - (22,000) - -
Deferred tax on gain on sale of AFS investments - 5,720 - -
Revaluation of AFS investments - 16,312 - -
Deferred tax on market value
movement of unhsted shares - (4,243) - -
Foreign currency translation - (75) (5,328) 5,274
At 31 December 2011 133,844 (267) 21,437 (54)
Share Retained
premium AFS earnings
31 Dec reserve 31 Dec
Company 2012 31 Dec 2012 2012
$'000 $'000 $'000
At 1 January 2011 133,844 (420) 10,115
Proceeds from sale of shares 442 - -
Profit for the period - - 624
Revaluation of AFS investments - (585) -
Deferred tax on market value movement of
unlisted shares - 135 -
At 31 December 2012 134,286 (870) 10,739

45




Marex Spectron Group Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

19. Reserves (Continued)

Share Retamned

premium AFS earnings

31 Dec reserve 31 Dec

2011 31 Dec 2011 2011

Company $'000 $'000 $'000

At 1 Apnil 2011 6,197 280 4,460

Share capital 1ssued 127,364 - -

Redenomination of share capital 283 - (5,345)

Profit for the peniod - - 15,112

Capatal distribution - - (3,931)

Revaluation of AFS investments - (938) -
Deferred tax on market value movement of

unlisted shares - 238 -

Foreign currency translation - - (181)

At 31 December 2011 133,844 (420) 10,115

The following describes the nature and purpose of each reserve within owners' equity

Reserve Description and purpose

Share capital Amount subscribed for share capital at nominal value

Retained earnings Cumulative net gains and losses recognised 1n the consolidated income statement
AFS reserve Cumulative unrealised gains on mvestments 1n exchanges that are held as available

for sale, recognised 1n equity
Share premium Amount of consideration recetved over and above par value of shares
20. Dividends Paid and Proposed

Neither the Group nor the company made any dividend payments during the year ended 31 December 2012 (for
the period ended 31 December 2011 — nil)

21. Leases

The Group has entered into commercial leases on its properties During the current year and as part of its
expanding operations both in the UK and overseas, the Group entered into several new lease arrangements for
additional properties The lessee has the options of renewal on each of these leases subject to negotiation
between the Group, as lessee, and each landlord in the period preceding the expiration of each lease There were
no restrictions placed upon the lessee by entering into these leases

The total future mimimum lease payments are due as follows

31 Dec 2012 31 Dec 2011

$'000 $'000

Not later than one year 11,431 5,646
Later than one year and not later than five years 31,740 21,826
Later than five years 5,299 9,080
At 31 December 48,470 36,552
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22. Company Fmancial Statements — Profit for the Year

As permitted by section 408 of the Companies Act 2006 the Company has elected not to present its Income
Statement for the year Marex Spectron Group Limited reported a profit for the peniod ended 31 December
2012 of $624,000 (for the period ended 31 December 2011 profit of $15,112,000) The Company paid ml
dividends during the year (for the period ended 31 December 2011 - $ml)

23. Contingent Liabilities and Other Commitments

As at 31 December 2012 the Group had $53 8m (31 December 2011 $65m) of bank guarantees lodged with
clearing houses to offset margin requirements

24, Subordinated Loan

31 Dec 2012 31 Dec 2011
$'000 $'000
Subordinated loan 23,000 23,000

On 30 March 2010, Marex Spectron Group Limited, the Company, loaned $3,000,000 under a Revolving
Subordinated Loan Agreement, to Marex USA Limited, which terminates on 31 March 2017 The facitity limit
of this agreement 15 $5,000,000 Interest 1s accrued on the lability at the US Prime rate plus 0 5% Included in
the Company income statement of Marex Spectron Group Limited 1s $112,808 of interest income related to
the subordinated loan

Marex Spectron Group Limited, the Company, loaned Marex North America LLC $20,000,000 under a
Revolving Subordinated Loan Agreement on which the borrowing term expires on March 31, 2013 Interest 1s
accrued on the Liability at the US Prime rate plus 0 5% This subordinated facihty represents a commitment
under an agreement drawn on March 18, 2011, with a scheduled maturity date of March 31, 2016 Included in
the company income statement of Marex Spectron Group Lumited 15 $750,000 of interest income related to the
subordinated loan

25. Subsequent events

Subsequent to the year end, the Group has acquired the Minority Interest in Marex Financial Suisse SA This
was completed as of 28 March 2013

Additionally, one of the investments held as available for sale treatment was under offer at year end This
offer was completed on 25 March 2013 As a result the Group will reclassify a gain from revaluation reserves
to profit and loss account of approximately $2 1m

26. Ultimate and Immediate Parent Undertaking

In the directors’ opinton, the ultimate and immediate parent and controlling party 1s Amphitryon Limited, a
company ncorporated in Jersey, Channel Islands

The Group pays management faes 1o parties associated to the ultimate parent company based on a percentage of
the Group’s profitability amounting to $1,510,000 (for the period ended 31 December 2011 - $1,717,000) of
which 3500,000 was receivable as at 31 December 2012 (payable as at 31 December 2011 - $796,000)
Furthermore, additional charges amounting to $2,550,000 (for the period ended 31 December 2011 -
$2,700,000) were made for provision of various management and professional services to the Group
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