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WORLD GOLD COUNCIL

INTRODUCTION TO THE WORLD GOLD COUNCIL

THE WORLD GOLD COUNCIL'S MISSION IS

TO STIMULATE AND SUSTAIN THE DEMAND FOR GOLD

AND TO CREATE ENDURING VALUE FOR ITS STAKEHOLDERS

Founded In 1987, the World Gold Council (*WGC”) 1s an organisation formed and funded by the
world's leading gold mining companies The organisation represents the world's leading gold mining
companies, who produce more than 60% of the world's annual corporate gold production in a
responsible manner and whose Chairmen and CEO’s form the Board of the World Gold Councll
{(WGC)

The WGC 1s a not-for-profit-crganisation and is focused on creating a new prominence for gold It has
its headquarters in London and operations in the key gold demand centres of India, China, the Middle
East and United States The WGC 1s the leading source of independent research and knowledge on
the international gold market and on gold's role In meeting the social and economic demands of
soclety

The World Gold Council's mssion 1s to stimulate and sustain the demand for gold and to create
enduring value for its stakeholders

As the gold industry’'s key market development body, WGC works with multiple partners to create
structural shifts in demand and to promote the use of gold in all its forms, as an investment by
opening new market channels and making gold's wealth preservation qualities better understood, in
Jjewellery through the development of the premium market and the protection of the mass market, in
industry through the development of the electronics market and the support of emerging technologies
and in government affairs through engagement In macro-economic policy issues, lowering regulatory
barrers to gold ownership and the promotion of gold as a reserve asset

As the global advocate for gold, the World Gold Council 1s committed to playing a key role in the
development of a responsible gold mining industry

Gold mining companies regard the management of the local environment, and relationships with local
communities as paramount considerations during the lifetime of any mine project, and the industry as
a whole 1s stnving to develop and integrate best practice

WGC and its members are committed to the principles of the International Council on Mining and
Metals (ICMM) These principles seek continual improvement In sustainable development
performance WGC Is a member of the ICMM and, where relevant, follows the same principles in the
way It conducts its own business

WGC and its members also support the International Cyamde Management Code, a voluntary
industry programme that promotes the responsible management of cyanide used in gold mining,
enhancing the protection of human health and reducing the potential for environmental impacts

!
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WORLD GOLD COUNCIL

WGC has a sharp awareness of its socral responsihilities, and devotes significant resources to this
area In particular WGC researches the impact gold has on the following

. Society WGC explores the secial, monetary and cultural value of gold in societies around the
world, including the effects of gold mining on developing economies

. Production how geld 1s rmined and the resolve of Issues surrounding mining

. Science discovering gold’'s many scientific and medical applications which have a positive

impact on humanity and the environment
. Jewellery WGC explores gold jewellery's significance in key markets and 'dirty’ goid
. Money the role of gold as a monetary asset and the why and how to investing in gold

. Sustainabity researching sustanability principles through member company reports and
independent reports

Our investment research programme provides investors around the world with key information about
gold This includes the publication of a wide range of research papers - by acknowledged academics
and our own n-house experts alike - looking at gold's investment characteristics, as well as a wealth
of informatwon on the structure of the market, demand and supply flows and regular updates on gold
market statishics

WGC devotes resources to the research of mdustnal uses for gold As more and more commercially
viable uses for gold are being put into production by manufacturers, this area has the potential to be
of increased focus in the future Currently WGC has an investment in a US company Nanostellar Inc
which s using gold to partly replace the more costly platinum 1n therr manufacture of catalysts for
diesed engine systems

For thousands of years, gold has been valued as a global currency, a commodity, an investment and
simply an object of beauty As financial markets developed rapidly dunng the 1980s and 1990s, gold
receded into the background and many mvestors lost touch with this asset of last resort Recent years
have seen a siriking increase in investor interest in gold While a sustained price rally, underpinned by
the fact that demand consistently outstrips supply, i1s clearly a positive factor in this resurgence, there
are many reasons why people and institutions around the world are once again nvesting in gold The
graph below shows the upward trend in the gold price since January 2000 through to January 2010

Gold price, dollar per ounce, London PM fix
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WORLD GOLD COUNCIL

For management purposes, the Group is currently orgamised into six distinct segments due to the
diverse operational aspects of each of these areas The principal activities of each of the six
segments are as follows

Investment - WGC’s mission is to transform the role of gold in the new financial landscape,
influencing asset allocation strategies, financial planning, product design, availabiity and accessibility
to an international audience of insttutional, retal and Sovereign Wealth Fund nvestors

Investment demand for gold has nisen steadily over the last decade and the market opportunity is still
significant, as gold represents less than 1% of total global investment assets To help maximise this
demand, WGC has developed and launched a senes of gold ETFs, trading on 12 stock exchanges
globally, with current AUM of over US$45 bilion Additional investment products are being developed
for future launch WGC also publishes leading research to ensure it remains the authontative voice on
the world gold market

Jewellery - Our jewellery strategy has two strands - to defend gold’s volume base in the mass
market, and to grow sales value and market share in the premium market

WGC acts to create new demand and combat commoditisation in the mass market through the
creation of key volume occasions, the development of the rural market and the incorporation of
‘Iifetime value benefit into gold jewellery products Driven by shifts in the premium market, WGC
works closely with its trade partners, extending market share through successful partner brand
programmes These are focused on high-potential consumer targets and on dnving the transformation
of a full customer expenence n the retall market Addionally, WGC-owned products and brands will
be created and marketed, maximising gold's core values and benefits and driving additional demand

Industrial - In the industrial sector, WGC promotes the applhcation of gold in the electronics industry
based on its proven durability and rehabiity The organisation's unnvalled breadth and depth of
understanding of the industnal uses for gold affords it @ unique position to help facilitate and
accelerate commerciaiisation of cost effective, gold-based innovations WGC achteves this through
nnovation partnerships and venture investments which support research and development of new
practical applications for the metal by industrial partners

Government Affairs - WGC’s Government strategy has three key strands

e Engaging with central banks and the IMF through research, value propositions and a campaign-
driven approach to ensure the stature of gold 1s maintained in reserve asset management
policies

s Actively engaging in the debate around the new financial architecture to dentify opportunitres for
involvement and lobbying as required

« Continuing to research and pursue opportunities to reduce regulatory barriers to gold investment
around the world

Corporate Communications - Corporate Communications I1s responsible for the overall protection
and development of WGC’s reputation and brand identity It develops, executes and monitors
marketing standards throughout the organisation and provides central resources in public relations,
public affars, brand management and digital marketing Corporate communications develops global
WGC policies and position statements whilst measunng WGC’s voice in the marketplace It acts as
the hiaison point for member companies and ensures the value of WGC 1s effectively communicated to
all key stakehclders

Infrastructure - This segment 1s a support base for the other segments operations and activites A

robust human resources department, finance department and operations support network are not only
necessary but add significant value to WGC's operations and activities

;
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WORLD GOLD COUNCIL
THE REPORT OF THE CHIEF EXECUTIVE OFFICER
The year has seen a change in direction for the World Gold Council ("WGC"}, with the new strategy

being mplemented durnng the latter haif of 2009 The WGC s in a strong financial pesition and was
further strengthened during 2009 as the highlights for the year indicate

Highlights for 2009 2009 2008

Increase in revenue US$26 6 milion US$5 5 million
Reduction / (increase) in expenditure US$4 0 million {US35 7 milhon)
Increase In net current assets US$%24 5 million US$13 7 million
Increase In reserves US$48 8 millon US$152 4 millien

RESULTS FOR THE YEAR

The financia! year ended 31 December 2009 has seen the World Gold Council's ("the Assoctation’s”)
revenue grow by US$26 € million as a result of the increase in sponsor fees from the SPDR® Gold
Trust

Operational expenditure for the Association for the year was controlled to 94 5% of the expenditure
level of the previous financial year For 2009, operational expenditure represents 67% of the tumover
(2008 95 9%)

The Association's surplus after tax for the year was US$28 2 milion Of this, the net effect of farr value
adjustments, wnte-offs against equity accounted for investments and exchange losses represent
US$10 7 milhon of the total Increase in reserves for the year

Revenue

Dues are calculated on members' production levels for the year Member dues for 2009 were
US$1 85 per ounce of production for Regular Dues (2008 US$1 75 per ounce) and US$1 00 for
Reduced Dues (2008 US$1 00 per ounce) Associate members pay a fixed annual fee

Income from the sponsor fees payable by SPDR® Gold Trust in 2009 was significantly higher at
US$49 9 million (2008 USS$26 5 milhon) due to growth in the volume of gold held by the Trust, along
with an mncrease in the average price of gold dunng 2009 At the end of 2009 the London PM spot
price was US3$1,087 50 per ounce (2008 US$869 75 per ounce) which represents a 25% increase

Expenditure

Expenditure 1n 2009 totalled US$68 9 million (2008 US$72 9 million)

Market development expenditure reduced by US$9 7 million to US$53 6 million in companson to the
previous year due to a deferral in programme spend whilst the Association realigned its activities
spend with its new strategic direction

Duning 2009 General and Administrative expenditure rose by US$5 7 million to US$15 3 million as
staff numbers increased from 53 to 87 in order to support these new inthiatives

:
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Uperating surplus

Revenue exceeded operating expenditure by US$33 7 mulhon (2008 US$3 1 milhon) before interest,
other income, exchange differences and taxation

Net finance and other income

Interest income n 2009 amounted to US$02 millon (2008 US31 1 milion), whilst interest
expenditure amounted to US$0 18 million (2008 US$0 11 milion) Interest expenditure arose from
the unwinding of the armortised cost and effective interest on last year's purchase of shares held in
Gold Bullion Holdings by Gold Bullion 1nvestment Trust on a deferred payment basis

Net exchange differences showed a loss of US$0 49 million (2008 a gain of US$2 4 million)

Income tax

The tax charge for 2009 was US$16 3 million (2008 US$1 2 millton), mamly ansing from a taxable
profit in World Gold Trust Services LLC, which i1s the recipient of the sponsor fees earned from the
SPDR® Gold Trust The majority of the 2008 tax charge was also as a result of WGTS’s profitable
posttion

Net cash

The.cash-holdings.-of-the Association rose from_US$45.6_million.at.the.end.of.2008.to.US$54.5_miliion
at the end of the 2009 financial year Operating activities generated a surplus of US$12 4 million,
whilst investing activities resulted in a net outflow of US$2 4 million The current cash balance 1s being
held in reserve for new infrastructure spend

Chjef Executive Officer
31 March 2010

:
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WORLD GOLD COUNCIL

COMPANY SECRETARIAL REPORT
General

The consolidated financial stalements of the World Gold Council {the “WGC” or the "Assocration”) for
the year ended 31 December 2009 are presented The WGC 1s established under Swiss law with the
purpose of promoting, researching and developing the uses of gold for jewellery, investment and
indusinal applcations Since the WGC 1s registered in Switzerland, it 1s not subject to the laws and
codes of practice relating to the operation of companies in the UK

The Board of Directors (“the Board”) of the WGC agreed during the year ended 31 December 2008
that going forwards it would apply, the spint of the (UK) Combined Code of Corporate Governance
{"The Code"), and, the principles of The Code that can be applied to a not-for-profit organisation In
preparing the Annual Financial Statements for the current financial year, the Board believes that it has
carned this out

The Association has also complied with the International Financial Reporting Standards ("IFRS") in
compiing s financial statements for the year ended 31 December 2009, even though 1t 1s not
required to do so by virtue of it being a not-for-profit organisation registered in Switzerland

The WGC carries out its activittes through a number of subsidianies, branches and representative
offices and which are detailed in note 13 to the financial statements

Membership

Members of the Association are made up of gold mining companies of all sizes, with operations
spanning six continents The World Gold Council 1s funded by gold mining companies who pay an
annual fee based on an agreed pnce per ounce of gold produced Membership confers the right to
elect Directors to the board of the World Gold Council

Dunng the financial year ended 31 December 2009 one mining company resigned its membership
and left the WGC

During 2008 The Board of Directors established that the Membership Dues to be applied for the
financial year ending 31 December 2008 would be

. Reguiar Dues - US$1 85 per oz of declared production (2008 US$1 75 per ounce)
. Reduced Dues - US$1 00 per oz of declared production (2008 US$1 00 per ounce)
. Asscciate Dues - US$20,000 per annum (2008 US$20,000 per annum)

During the Board meeting held in December 2009, the Directors approved the following membership
dues for the year ending 31 December 2010

) Regular Dues - US$2 00 per 0z of declared production
. Reduced Dues - US$1 15 per oz of declared production
. Associate Dues - US$20,000 per annum

Membership of the WGC, as at 31 December 2009, 1s to be found on Page 11 of these Financial
Statements

:

gold




WORLD GOLD COUNCIL

COMPANY SECRETARIAL REPORT {Continued)
Governance

The Board I1s responsible for the Group's system of mternal control In the context of the Group's
business any such system can only reasonably be expected to manage rather than ehminate nisks
arnising from its operations It can therefore only provide reasonable and not absolute assurance
agamnst materal loss or misstatement

The Code requires the Directors to review the effectiveness of the Group’s system of internal control
in the wider sense, encompassing operattanal and compliance matters in addition to the traditional
financial Issues

The Board 1s committed to the principles of corporate governance and has continued to apply the
Code in a manner which it considers appropnate for the size of the Group The Board regularly
reviews the process, which has been in place from the start of the year to the date of approval of this
report and which 1S in accordance with revised guidance on internal control The Board’'s monitoring
covers ali controls including financial, operational and comphance controls along with that of nsk
management It 1s based principally on reviewing reports from management to consider whether
significant risks are identified, evaluated, managed and controlled and whether any significant
weaknesses are properly remedied and indicate a need for more extensive monitoring

The main areas of nisk In relation to the governance of subsidiaries in foreign junsdictions arise as
result of

. The 100% owned subsidiary World Gold Trust Services LLC ("WGTS") is based i the United
States WGTS s the recipient of the sponsor fees from the SPDR® Gold Trust which 1s in itself
SOX compliant and audited on an external basis every quarter

. The Association 1s responsible for filing its accounts in Switzerland As a result of Swiss
regulations the Directors need to ensure that there 1s an internal control matrix operating within
the Association and ts branches The internal control matrix needs to be reviewed at least
annually, where the board considers its effectiveness and instigates further additional controls
and measures where it believes these are necessary

The Board of Directors

The Board 15 responsible for the management, control and direction of the activities, affairs and
property of the WGC in accordance with the Articles of Association The composition of the Board 1s
shown on Page 12 A Board Director, and therr alternate, holds office for one year, which 1s renewable
annually The Chawrman holds office for two years, which is renewable once

Responsibilities of the Board

. The Board's role 1s to provide leadership of the organisation within an internal control
framework which enables nisks to be assessed and managed

. The Board sets the organisation's strategic aims, ensures that the necessary financial and
human resources are in place for the orgamisation to meet its objectives and reviews
management performance

. The Board sets the organisation’s values and standards and ensures that its obligations to the
members and others are understood and met

There 1s a clear distinction between the responsibilities of the Chairman of the Board and the Chief
Executive Officer of the World Gold Council

7

gold




WORLD GOLD COUNCIL

COMPANY SECRETARIAL REPORT (Continued)

. The Chairman 1s responsible for the leadership of the Board and ensuring tts effectiveness on
all aspects of its role and the setting of the Board's agenda

. The Chief Executive Officer i1s responsible for the day to day operations of the Association,
along with the setting of the Association’s strategy and direction

Election of Directors and Committees

The election of Directors by Members and Associates 1s governed by the WGC's Articles of
Association

. Members each nominate therr representative as a Director to represent them on the Board, and
therr alternative representative to be their Alternate Director

. Associates are entitled to nominate one representative as a Director to represent them on the
Board, and an alternative representative, to be ther Alternate Director If there 1s more than
one nomnation, the Asscciates will each have one vote to select, by simple majorty, one
representative (and therr alternate) from those nominated If there are more than 15 Assoctates,
the Associates may be entitled to nominate an additional representative to the Board

. Board Directors and Alternate Board Directors of the WGC, as at the current date are to be
found on Page 12 of these Financial Statements

The Audit Committee

The Audit Committee’s role 1s to assist the Board in meeting its responsibilities in the areas of
financial systems and control, reporting, ethical standards, and in overseeing the processes by which
the WGC identifies measures and manages nsk

The Committee comprises the Chairman and at least two other Directors The Committee operates
under terms of reference determined by the Board Reports of the Committee’s proceedings are made
avallable to the Board The Committee has unlimited access to both internal and external auditors
The Committee meets on a regular basis and met four imes during the 2009 financial year

. Detalls of the members of the Audit Committee of the WGC, as at the current date are {o be
found on Page 12 of these Financial Statements

The Audit Committee 15 responsible for

. Monitoring the ntegnty of the financial statements of the orgamisaton and any formal
announcement relating to the organisation’s financial performance and reviewing significant
financial reperting Judgements contained therein

. Reviewing the organisation’s financial controls and the internal control and nsk management
systems

. Monitoring and reviewing the effectiveness of the organisation’s internal audit function

. Making recommendations to the board on the appointment and the approval of the

remuneration and the terms of engagement of the external auditors
) Reviewing and monitoring the external auditors’ independence and objechvity, the

effectiveness of the audit process, whilst taking into constderation the relevant professional and
regulatory requirements

:
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COMPANY SECRETARIAL REPORT (Continued)

. Developing and implementing a policy on the engagement of the external auditors to supply
additional non audit services, taking into account relevant guidance regarding the provision of
non audit services by an externat audit firm

The Remuneration Committee

The company has established a Remuneration Committee which I1s constituted in accordance with the
recommendations of the code The Remuneration Committee, which operates under terms of
reference determined by the Board, comprises the Chairman and at least two ather Directors The
Chief Executive Officer and the Operations Director attend all the Remuneration Committee meetings,
however no director plays a part in any discussion about ther own remuneration Details of the
members of the Remuneration Committee of the WGC, as at the current date are to be found on Page
12 of these Financial Statements The Remuneration Committee met twice in 2009

The Committee Is responsible for all aspects of remuneration policy, bonuses, retirement and all other
benefit arrangements The Committee determines the individual remuneration packages of the Chief
Executive Officer and members of the leadership team During 2009 the Committee signed off a new
compensation strategy The Committee evaluated WGC’'s performance based on a dual
measurement approach The first six months of the year were measured agamst a balanced
scorecard and the second half of the year against a transitional scorecard All salanes and bonus
payments for 2009 were approved by the Remuneration Committee

Employees and the World Gold Council’s Treatment of Employees

WGC 15 developing a programme of cultural change The focus 1s on Innovation, delivery and
engagement Each employee has been engaged in the production of our ‘Big Picture’, and will shortly
be invoived in the development of our core values

. We manage our people with great care, continuing our commitment to recruit high calibre
individuais

) The WGC'’s overall policy 1s to consult and discuss with employees, through meetings, both
formal and informal, those matters lkely to affect employees’ interests

Employees are incentivised directly through the WGC's bonus scheme, performance reviews and
training and development opportunities The Association’s aim I1s to recrut and retain sufficiently
skilled and motivated employees to meet the needs of the business The required skills are defined
and employees are encouraged to continually develop thewr skills The traming and development
strategy encourages individuals to take ownership of their development

It 1s the WGC's policy to give full and farr consideration to all applications for employment from
disabled persons, having regard to their particular apttudes and abihties and to encourage the
traming and career development of all personnel employed by the WGC Should an employee
become disabled, the Association would, where practicable, seek to continue the employment making
all adaptations required

9
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GOING CONCERN STATEMENT

The Directors of the WGC have formed a judgement, at the tme of approving the financial
staternents, that there 1s a reasonable expectation that the WGC has adequate resources to continue
in operational existence for the foreseeable future For this reason the Directors continue to adopt the
going concern basis in preparnng the financial statements

The Directors’ judgement 1s based on the following
. The members of the WGC have a contractual obligation to give 12 months’ notice of their
intention to withdraw from membership This provides the WGC security and sufficient time to
alter plans and budgets
. The revenue generated from SPDR® Gold Trust 1s Independent of the level of membership and
covers a significant proportion of the WGC's fixed costs |

) There 1s a substantial asset In the form of deferred consideration recewable in gold which 1s
paid 1n instalments each year

. There are no matenal contractual obligations, except property leases, that are longer than one
year

. The WGC has no borrowings and maintains a strong cash position that is adequate for working
capital requirements

. The WGC aims to operate a “balanced budget” where income equals or exceeds expenditure

The WGC continuousty monitors expenditure commitments to ensure compliance
DIRECTORS’ RESPONSIBILITIES

The Directors are responsible for preparng the Annual Report and its financial statements in
accordance with applicable laws and regulations In preparing these financial statements, the
Directors are required to

. Select suitable accounting policies and apply them consistently

. Make judgements and estmates that are reasonable and prudent

. Present information Including the accounting policies in a manner that provides relevant,
reliable, comparable and understandable information

. Maintains proper books and records that show and explain the Association’s financtal position

Prepare the financial statements of the Association on a going concern basis

DIRECTORS’ RESPONSIBILITY STATEMENT
We confirm to the best of our knowledge '

a The financial statements, prepared In accordance with the International Financial Reporting
Standards, give a true and fair view of the assets, liabiities, financial position and surplus in
reserves for the Assoctation, its branches and subsidiary undertakings included in the
consolidation as a whole

b The various reports within the annual report include a farr review of the development and
performance of the business and the positton of the Association, its subsidiaries, branches and .
representative offices together with a description of the principal nsks and uncertainties that -
they face

By Crder of the Board

Ian%\ Aram Shishmanian

Chairman Chief Executive Officer
31 March 2010 31 March 2010
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MEMBERS OF THE ASSOCIATION
AS AT 31 DECEMBER 2009
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13

14

15

16

17

18

19

20

21

Agnico-Eagle Mines Limited
Alamos Gold Inc

AngloGold Ashant Limited

Barrick Gold Corporation

Cedimin — Buenaventura

China National Gold Group Corporation
Coeur d’Alene Mines Corporation
Compania de Minas Buenaventura
Eldorado Geld Corporation
Franco-Nevada Corporation
Goldcorp Inc

Gold Fields Limited

Huthi Gold Mines Company Limited
IAMGOLD Corporation

Kinross Gold Corporation
Mitsubishi Matenals Corporation
Minera Yanacocha

New Gold Inc

Newmont Mining Corporation
Royal Gold, Inc

Yamana Gold Inc

All the above are still members at the date of signing this report
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WORLD GOLD COUNCIL

DIRECTORS, OFFICERS AND COMMITTEES

The Directors, Officers and Committees who served during 2009 and to the date of this report
were:

DIRECTORS ALTERNATE MEMBER

| Telfer (Chairman) Goldcorp Inc

J Garver Barnck Gold Corperation

A Shishmanian (CEO of WGC)

R Benavides P Solis Compafita de Minas Buenaventura
S Boyd D Allan Agnico-Eagle Mines Limited

T Burt J Crossland  Kinross Gold Corporation

N Holland R Jordaan Gold Fields Limited

P Lassonde D Harquail Franco-Nevada Corporation

P Marrone C Main Yamana Gold In¢c

J McCluskey Alamos Gold Inc

C Nelsen R Oliphant New Gold Inc

R O'Bren R Ball Newmont Mining Corporation

J Conway L Philips IAMGOLD Corporation

T Setiloane M Cutifani AngloGold Ashanti Limited

D Wheeler M Krebs Coeur d'Alene Mines Corporation
P Wnght E Price Eldorado Gold Corporation

Directors who resigned dunng 2009 P Hambro (February 2009), G Wilkins (November 2009)

AUDIT COMMITTEE REMUNERATION COMMITTEE

b Teifer (Chairman) T Setiloane (Chawrman)

S Boyd R Benavides

R O’'Brien N Holland

T Setiloane P Lassonde

D Wheeler | Telfer

OFFICERS KEY MANAGEMENT PERSONNEL

I Telfer, Charrman J D Calnon, Managing Director, Amernca
R Benavides, Vice-Chairman A Cheng, Managing Director, Far East

A Shishmanian, CEO of WGC M Grubb, Managing Director, Investment

R Lee, CFO & Company Secretary of WGC A Mitra, Managing Director, India and ME
J Toussaint, Managing Director, Investment

Officers appointed dunng 2009 N Hanrahan (December 2008)

Officers who resigned during 2009 J Lowe {December 2009), N Hanrahan (February 2010)

PRINCIPAL BANKERS PRINCIPAL PLACE OF BUSINESS
Barclays PLC 55 Old Broad Street

54 Lombard Street London

London EC3V 9EX EC2M 1RX

UK UK

AUDITORS: Deloitte SA Geneva
REGISTERED COMPANY NUMBERS:

UK Companies House FC014324
Switzerland Federal Registry Number CH-660-0135992-5
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Deloitte.

Route de Pre-Bois 20
Case Postale 1808
CH-1215 Geneve 15

Tél +41 (0y22 747 70 00
Fax +41(0)22 747 7070
Report of the statutory auditor www deloitte ch

To the Board of Directors of the
World Gold Council, Geneva

Report on the consolidated financial statements

As statutory auditor, we have audited the consoldated financial statements of the World Gold Counci for the
year ended 31 December 2009, presented on pages 14 to 47, which comprise the statement of financial
position, statement of comprehensive surplus, cash flow statement, statement of changes In reserves and
notes

Board of Directors' Responsibility

The Board of Directors 1s responsible for the preparation and fair presentation of the consolidated financia!
statements in accordance with Internationat Financial Reporting Standards (IFRS) and the requirements of
Swiss law This responsibility includes designing, implementing and mamntaining anintemal control system
relevant to the preparation and far presentation of consolidated financiat statements that are free from matenal
misstatement, whether due to fraud or error The Board of Directors 1s further responsible for selecting and
applying appropnate accounting policies and making accounting estimates that are reasonable in the
crcumstances

Auditor's Responstbiitty

Our responsibiity 1s to express an opinion on these consolidated financial statements based on our audit We
conducted our audit in accordance with Swiss law and Swiss Auditing Standards Those standards require that
we plan and perform the audit to obtain reasonable assurance whether the consolidated financial statements
are free from matenal misstatement

An audit Involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements The procedures selected depend on the auditor's judgement, iIncluding the
assessment of the nsks of material misstatement of the consohdated financial statements, whether due to fraud
or error In making those nsk assessments, the auditor considers the internal control system relevant to the
entity's preparation and fair presentation of the consolidated financial statements in order to design audit
procedures that are appropnate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity's internal control system An audit also includes evatuating the appropniateness of
the accounting policies used and the reasonableness of accounting estimates made, as well as evaluating the
overall presentation of the consolidated financial statements We believe that the audit evidence we have
obtained 1s sufficient and appropnate to provide a basis for our audit apinion

Opinion

In our opinton, the consolidated financial statements for the year ended 31 December 2009, give a true and fair
view of the financial position, the results of operations and the cash flows in accordance with IFRS and comply
with Swiss law

Report on Other Legal Requirements

We confirm that we meet the legal requirements on licensing according to the Auditor Oversight Act (AOA) and
independence (article 728 CO) and thal there are no circumstances incompatible with our iIndependence

In accordance with article 728a paragraph 1 item 3 CO and Swiss Auditing Standard 8380, we confirm that an
miternal control system exists, which has been designed for the preparation of the consolidated financial
statements according to the instructions of oard of Directors

L

Michéle Costafrolaz
Licensed audit expert

Peter Quigley
Licensed audit e
Audstor in charge

Geneva, 31 March 2010

Audit Fiscalite Consell Corporate Finance
Member of Deloitte Touche Tohmaisu




WORLD GOLD COUNCIL

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
At 31 December 2009

2009 2008
Note Us$ 000's  USS 000's
Non-Current Assets
Fixed assets 3 709 345
Other non-current assets 5 565 352
VAT recoverable i ltaly 6 536 573
Research and dewelopment gold 4 65 -
Defarred tax asset 10 299 418
Deferred consideration on the GBH transaction 153 169,627 147,905
Total Non-Current Assets 174,801 149,593
Current Assets
Invesiments 14 2274 1,472
Gold resene 4 8,610 2,276
Dues receivable from members 16 407 1,070
Other current assets 5 7,608 5,566
Prepaid expenses 2,766 1,214
Cash and cash equialents 54,523 45,572
Deferred consideration on the GBH transaction 153 7,250 5,577
Total Current Assets 81,438 62,747
Current Liabilities
Market development payables (3,112) (12,857)
Other payables and accrued expenses 7 {10,519} (6,615)
Prousions 8 (1,447) {2,990)
Defemred consideration payable on the GBH transaction 151 {584) (569)
Income taxes 10 {1.625) (54)
Total Current Liabilities (17,287} {23,085)
Net Cumrent Assets 64,151 39,662
Non-Current Liabihties
Prowstons 8 {1,630} {3,120)
Deferred consideration payable on the GBH transaction 151 {b,968) (6,552)
Total Non-Current Liabilities {7,598) (9,672)
Net Assots 228,354 179,583
CAPITAL EMPLOYED
Reseres 228,354 179,583
Total Capital Employed 228,354 179,583

The annual financial statements were approved by the Board on 31 March 2010 and signed on ther
behalf b

B G

lan Telfer Aram Shishmanian
Chairman Chief Executive Officer
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WORLD GOLD COUNCIL

CONSOLIDATED STATEMENT OF COMPREHENSIVE SURPLUS
For the year ended 31 December 2009

2009 Restated 2008
US$ 000's Uss 000's
Note Note 15
REVENUE

Members' dues 51,370 49,485
Sponscr fees 49,850 26,498
Other income 1,387 g
Total revenue 102,607 75,992

EXPENDITURE
Market dewvelopment expenditure (53,590) (63,289)
General and administratne expenditure 9 (15,317) (9,5986)
Operating expenditure (68,907) {72,885)
Operating surplus 33,700 3,107
Interest income 230 1,127
Interest expense {181} (111}
Associate related results 14 (588) 1,361
Net foreign exchange transaction (losses) / gains 8 (488) 2,331
Net gain on the GBH transaction® 15 - 173,540
Changes in farr value of financial instruments 15 11,779 39,8675
Release of negative goodwill to Income 15 - 4821
Surplus before tax 44,452 226,111
Income taxes 10 (16,272) {1,195)
Surplus after tax 28,180 224,916
Exchange differences on translation 20,591 (72,702)
Total comprehensive surplus for the year 48,771 152,214

* The comparatives for 2008 show a net gain on the GBH transaction above In the 2008 Financial
Statements, this number was shown separately under gross proceeds on sale and minonty interest
(see note 15)

The entire operating surplus has been derived from the activities of continuing operations
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CONSOLIDATED CASH FLOW STATEMENT
For the year ended 31 December 2009

WORLD GOLD COUNCIL

2009 2008
US$ 000's USS$ 000's

CASH FLOW FROM OPERATING ACTIVITIES
Operating surplus 33,700 3,107
Depreciation on property, plant and equipment 174 154
{Profit) on disposal of property, plant and equipment {5) (4}
Bad debt expense 877 -
(Decrease) in provisions (3,033) (3,865)
Net movement in gold 4,573 -
{Increase)} / decrease in working capital {9,258) 7,222
Taxes pad (14,582) (2,605)
Cash inflow from operating activities 12,446 4,009

CASH FLOW FROM INVESTING ACTIVITIES
Interest and other iIncome receved 230 1,016
Proceeds on disposal of property, plant and equipment 5 8
Purchase of property, plant and equipment (491} (254)
Investment in associate (588) -
Purchase of investment (802) {400)
Deferred consieration paid (750) (1,749}
Cash outflow from investing activities {2,396) {1,379)

CASH FLOW FROM FINANCING ACTIVITIES
Loans advancad to associate (611) -
Cash outflow from investing activities (611} -
Effect of exchange rate (Joss) / gam on cash and cash equivalents {488) 2,39%
Netincrease in cash and cash equivalents 8,951 5,021
Cash and cash equivalents at beginning of year* 45572 40,651
Cash and cash equivalents at end of year* 54,523 45,672

* This comprises bank balances and cash
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WORLD GOLD COUNCIL

STATEMENT OF CHANGES IN RESERVES
For the year ended 31 December 2009

Donation of Translaton Revaluation Retained Total
net assets reserve reserve surplus resarves
US$000's UsSs000's US$000's US$000's US$000's

Balance at 1 January 2008 182 1,000 53 286,164 27,369
Exchange differences on transiation of _ (72,702) _ - (72,702)
owerseas operations

Net excess of revenue over expenditure for
penod

Balance at 31 December 2008 1527  (71,702)" 53 261,080 179,583
Exchange differences on translation of . 20,591 R 20,591
owerseas operations

MNet excess of revenue over expenditure for
penod

- - - 224,916 224,916

- - - 28,180 28,180

Balance at 31 December 2009 152 {51,111) 53 279,260 228,354
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THE WORLD GOLD COUNCIL
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2009
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WORLD GOLD COUNCIL

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

GENERAL

The World Gold Council (the "WGC" or the “Association”) 15 a not-for-profit organisation
established under Swiss law The habiity of its members 1s hmited to the amounts of their
assessed dues as laid out in the Association’s Articles of Association

Under the Articles of Association, the Board of Directors fix the dues to be paid to WGC by each
member in order to defray the known and anticipated expenses of the Association

The Association 1s organised for the purposes of

Promoting the use of gold for jeweltery, investment and industnal applications and as a
store of value

Research and development leading to new uses of gold and gold products

Collecting and disseminating information about gold

These financial statements are presented in the functional currency of the Association which 1s
United States Dollars ("US$") as a substantal portion of the Association's revenue and
expenditure incurred 1s In US$

1. SIGNIFICANT ACCOUNTING POLICIES

The Association prepares its financial statements in accordance with International
Financial Reporting Standards (“IFRS")

The financial statements have been prepared on the histoncal cost basis, except for the
revaluation of certain gold based assets Historical cost 1s generally based on the far
value of the consideration given in exchange for the assets The principal accounting
policies adopted are set out below

There has been no matenal mpact on the Association’s financial results as a result of
adopting the new standards listed below Other than the adoption of these standards
(isted below as standards adopted n 2009), there were no changes In accounting
policies applied to these financial statements in companson to the policies that were
adopted in the Asscciation’s 2008 financial statements

Applicable Standards adopted in 2009 (with nil effect on the Association’s resuits)

Standard Details of standard When effective
1AS 1 (revised) Presentation of financial statements 1 January 2009
IFRS 1 and |AS 27 Cost of an investment in an associate 1 January 2009

Applicable Standards adopted in 2009 (which affect the Association’s
results/disclosure)

Standard Details of standard When effective
IFRS 7 Reclassification of financial assets 1 July 2008

Adopting IFRS 7 has not impacted the financial results in any way
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WORLD GOLD COUNCIL

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

1. SIGNIFICANT ACCOUNTING POLICIES {Continued)

Applicable Standards and interpretations which will become effective in future

periods
Standard Detalls of standard When effective
IFRS 9 Financial instruments 1 January 2013 (1)

Notes on the adoption of standards

1 - The directors do not expect the adophon of this standard te have a material impact on
the financial statements

1.1 Basis of consolidation
The conseolidated financial statements incorporate the financial statements

. The consolidated financial statements include the financial statements of
the Assaciation, its subsidianes, branches and representative offices (“the
Group”) made up to 31 December each year (see note 13} Control I1s
achieved where the company has the power to govern the financial and
operating policies of an investee entity so as 1o obtain benefits from its

activities

. Subsidianes are consalidated from the date on which control 1s transferred
to the Group and are no longer consolidated from the date that control
ceases

. All intergroup transactions and balances have been eliminated

1.2 Business combinations

The acquisithon of subsidianes 1s accounted for using the purchase method The
cost of the acquisition 15 measured at the aggregate of the fair values, at the date
of exchange, of assets given, labilities ncurred or assumed, and equity
instruments 1ssued by the Group in exchange for control of the acquiree, plus any
costs directly attributable to the business combination The acquiree's identifiable
assets, habiliies and contingent liabilites that meet the conditions for recognition
under IFRS 3 are recognised at their far value at the acquisition date

Goodwill ansing cn acquisition 1s recognised as an asset and intially measured at
cost, being the excess of the cost of the business combination over the Group's
interest in the net far value of the dentifiable assets, habilities and contingent
habiities recognised |f, after reassessment, the Group's interest in the net fair
value of the acquiree’s identfiable assets, habiihes and contingent habhnes
exceeds the cost of the business combination, the excess i1s recognised
immediately in the statement of comprehensive surplus

The interest of minority shareholders in the acquiree 1s inthally measured at the

minonty's proportion of the net far value of the assets, iabilities and contingent
kabilities recogrised
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WORLD GOLD COUNCIL

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

1. SIGNIFICANT ACCOUNTING POLICIES {Continued)

1.3

14

investments In assoclates

An associate 15 an enhity over which the Association 1S In a position to exercise
significant influence, but not control or joint control, through participation m the
financial and operating policy decisions of the investee

The results of any asscciate, along with their assets and habilities are incorporated
in these financial statements using the equity method of accounting as follows

) Investments in associates are mitially carned in the statement of financial
position at cost

. The nvestment 15 adjusted by post-acquisition changes in the
Associatton’s share of the net assets of the associate

. An adjustment to the investment value 15 made for any impairment in the
value of the indwvidual investment

Losses of the associates In excess of the Group’s interest in those associates are
recognised only to the extent that the Group has incurred legal or constructive
obligations or made payments on behalf of the associate

The amount by which the Group’s share of the associate’s loss exceeds its investment
in the associate will be disclosed by way of a note to these financial statements and
will show the armount for the year and the accumulative amount to date

The share of results of associates included in the statement of comprehensive
surplus 1s the Group's share of the profit after taxation of the associate as stated in
the financial statements of the associate

Fixed assets

Leasehold Property, Furniture and Fittings, Office Equipment, Computer
Equipment and Motor Vehicles are carried at cost less accumulated depreciation
and any recogmsed impairment loss

Depreciation 1s recognised so as to write off the cost or valuation of the respective
asset less any residual value over the anticipated useful Iife of the asset, using the
straight line method on the following basis

Leasehold Property Over the perod of the lease
Furniture and Fittings 5to 7 years

Office Equipment 31to 5 Years

Computer Equipment 3 years

Motor Vehicles 3 years

The gains or losses ansing on the disposal or retirement of an asset 1s determined
as the difference between the sales proceeds and the carrying amount of the asset
and 1s recognised in income

Where the carrying amount of an asset 1s greater than its estimated recoverable
amount 1t 1s written down immediately to its recoverable amount
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WORLD GOLD COUNCIL

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

1. SIGNIFICANT ACCOUNTING POLICIES (Continued)
1.5 Gold holdings

Within the financiai statements, Gold Heldings are broken down into Research and
development gold and Gold reserve

. Research and development gold Gold held for the research and
development process which 1s valued at the lower of cost or net realisable
value This asset s considered to be a non current asset due to the usage
rate of the gold in the research and development process

. Gold reserve Gold received is recorded at farr value based on the London
PM Fix on the date that it 1s received The Gold reserve is classified as Fair
Value Through Profit or Loss

1.6 Cash and cash equivalents

Cash and cash equivalents, comprises cash on hand and deposits with banks with
matunties of less than three months

1.7 Provisions

The Association recognises provisions when it has a present legal or constructive
obligation to transfer economic benefits as a result of past events and where a
reasonable estimate of the obligation can be made

Provisions are the Group's best estimate of the expenditure required to settle the
obligaton at the statement of financial position date, and are discounted to present
value where the effect 1Is matenal

1.8 Market development expenditure

Market development expendifure comprises all programme refated costs including
marketing, promotions, PR campaigns, advertisement and publications Personnel
related costs of those staff members that are engaged full-time 1n market related
activites are also charged to this line within the statement of comprehensive
surplus

1.9 Revenue
Members' dues and voluntary contributions

Members' dues are assessed and recognised on a quarterly basis when invoiced
These revenues are recorded at ther estmated net collectible amounts

Sponsor fees

This represents the fee payable to the Association’s subsidiary, World Gold Trust
Services, LLC, by the SPDR® Gold Trust This fee i1s recognised on an accruals
basis In accordance with the terms of the Trust Indenture governing the
admimstration of the Trust This revenue i1s recorded at its collectible amount
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WORLD COLD COUNCIL

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

1. SIGNIFICANT ACCOUNTING POLICIES (Continued)

1.10

1.11

QOther income

This pnmanly represents royalty fees recognised on an accruals basis in accordance
with the substance of the underlying agreement relating to GBS/ETFS products

Taxation

The Association provides for iIncome taxes on the basis of taxable earnings for the
year The tax expense represents the sum of the tax currently payable and
deferred tax The tax currently payable 1s based on taxable profit for the year and
imputed return on annual expenditure

Current tax 1s provided at amounts expected to be paid (or recovered) using the
tax rates and laws relevant to the vanous junsdictions in which the Group operates

Deferred income tax s provided, using the hability method, for all temporary
differences arnsing between the tax bases of assets and liabiities and their carrying
values for financial reporting purposes

Deferred tax is calculated at the tax rates that are expected to apply in the period
when the hability 1s settled or the asset 15 realised Deferred tax 1s charged or
credited In the consolidated statement of comprehensive surplus

Deferred tax liablities are generally recognised for all taxable temporary
differences Deferred tax assets are recognised to the extent that it 1s probable that
taxable profits will be available against which deductible temporary differences can
be utiised

The carrying amount of deferred tax assets 1s reviewed at each statement of
financial position date and reduced by the value that it 1s no longer probable that
sufficient taxable profits will be available to allow alt or part of the asset to be
recovered

Foreign currencies

The individual financial statements of each group company are recorded in the currency
of the pnmary economic environment in which it operates (its functional currency)

On consolidation, statements of Income and Expenditure of foreign operations are
translated into US dollars at the average exchange rates for the year At each
statement of financial position date monetary assets and lablities that are
denominated in foreign currencies are translated at the year-end exchange rates
Any resulting exchange differences are recognised as foreign transtation reserves
in the period in which they occur Non monetary items that are measured in terms
of histortc cost In a foreign currency are not retranslated

Foreign currency transactions in the Group’s entities are accounted for at the
exchange rates prevailing at the previous month end Gains and losses resulting
from the settlement of such transactons and from the translaton of monetary
assets and habiihes denominated in foreign currencies are recognised In the
statement of comprehensive surplus The resuiting balances are translated at year-
end exchange rates
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WORLD GOLD COUNCIL

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

1. SIGNIFICANT ACCOUNTING POLICIES (Continued)

1.12

1.13

For the purpose of presenting conscolidated financial statements, the assets and
habiities of the group's foreign operations are translated at exchange rates
prevailing on the statement of financial position date Income and expenditure are
translated at the average exchange rates for the period Exchange differences
ansing if any are recognised in other comprehensive income and accumulated in
reserves

Retirement henefit costs

The Group operates a number of defined contribution plans, the assets of which
are generally held in separate trustee-administered funds The pension plans are
generally funded by payments from employees and by the relevant Group entiies

The Group's contributions to the defined contnbution pension plans are charged to
the statement of comprehensive surplus and recognised in the year to which they
relate

Payments made to state managed pension schemes are dealt with as payments to
defined contnbution schemes, where the Group’'s obligations under the schemes
are equivalent to those ansing in a defined contnbution plan

Financial instruments

Financial assets and financial habilities are recognised in the Group's statement of
financial posihion when the Group becomes a party to the contractual provisions of
the instrument

In 2007 the WGC adopted IFRS 7 “Financial Instruments Disclosures” The
detailled accounting policies and the effects in respect of such instruments are set
out In note 12

Financial assets

All financial assets are recogmsed and derecognised on a trade date where the
purchase or sale of a financial asset 1s under a contract whose terms require
delivery of the investment within the timeframe established by the market
concerned The relevant transactions are imitially measured at far value, plus
transaction costs

Financial assets are classified into the following specified categories

. Financia! assets ‘at Fair Value Through Profit or Loss’ ("FVTPL")

. ‘Held-to-maturty’ tnvestments
. ‘Avallable-for-sale’ ("AFS”) financial assets
. ‘Loans and receivables’

The classification of financial assets depends on the nature and purpose of the
financial assets and I1s determined at the time of iniial recognition
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WORLD GOLD COUNCIL

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

1. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Dues receivable from Members and any outstanding costs recoverable from
partners are carred at original invoice amount less an estimate made for doubtful
debts, based on a review of all outstanding amounts at the year-end Bad debts
are charged to the statement of comprehensive surplus as and when identified

The deferred consideration in gold is classified as FVTPL
Financial assets at FVTPL

Financial assets are classified as at FVTPL where the financial asset 1s either held
for trading or designated as at FVTPL

A financial asset Is classified as held for trading if

. It has been acquired principally for the purpose of selling in the near future

. It s a part of an dentified portfolio of financial instruments that the Group
manages together and has a recent actual patiern of short-term profit-
taking

. It 15 a denvative that is not designated and effective as a hedging
instrument

A financial asset other than a financial asset held for trading may be designated as
at FVTPL upen imtial recognition if

. such designation eliminates or significantly reduces a measurement or
recognition inconsistency that would otherwise arise, or

. the financial asset forms part of a group of financial assets or financial
habilities or both, which 1Is managed and its performance 1s evaluated on a
far value basis, in accordance with the Group's documented nsk
management or tnvestment strategy, and information about the Group 1s
provided internally on that basis, or

. it forms part of a contract containing one or more embedded denvatves,
and 1AS 39 Financial Instruments Recognition and Measurement, permits
the entire combined contract (asset or habihty) to be designated as at
FVTPL

Financial assets at FVTPL are stated at far value, with any resultant gain or loss
recognised in the statement of comprehensive surplus The net gan or loss
recognised in profit or loss incorporates any dividend or interest earned on the
financial asset Fair value 15 determined in the manner descrnibed In the relevant
notes
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WORLD GOLD COUNCIL

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

1. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Gold recewved in heu of cash pertaining to the sale of the GBS entites in 2008 has
been designated as FVTPL financial asset The Association's intention 1s to sell
this asset In the normal course of business when the gold 1s recewed, as it 1s not
the intention of the Association to speculate on the gold price

Available for sale financial assets

Investments in the shares of companies that do not have a quoted market pnice In
an active market and whose fair value cannot be reliably measured are classified
as Available For Sale and are valued at cost

An impairment review 1s undertaken on these investments on a yearly basis to
determine whether the carrying value 1s supported Investments are impaired and
written down to lower than cost as and when circumstance dictate, or as and when
it 1s considered appropriate to do so as determined on a case by case basis

Loans and receivables

Trade receivables, loans and other receivables that have fixed or determinable
payments that are not quoted In an active market are classified as loans and
receivables Loans and receivables are measured at amortised cost using the
effective interest method, less any imparrment Interest income 1s recognised by
applying the effective interest rate, except for short-term recewvables when the
recognition of interest would be immatenal

Financial habilities

Financial liabilities are classified as either financial habilities ‘at FVTPL' or ‘other
financial iabilities’

Other financial iabilities, including borrowings, are initially measured at fair value,
net of transaction costs

Other financial labilites are subsequently measured at amorhised cost using the
effective interest method, with interest expense recognised on an effective yield
basis

The effective interest method 15 a method of calculating the amortised cost of a
financial hability and of allocating interest expense over the relevant period The
effective interest rate 1s the rate that exactly discounts estimated future cash
payments through the expected life of the financial liability, or, where appropriate, a
shorter penod

Derecognition of financial liabilities

The Group derecognises financial habiliies when, and only when, the Group’s
obhgations are discharged, cancelled or when they naturally expire
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WORLD GOLD COUNCIL

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

1. SIGNIFICANT ACCOUNTING POLICIES (Continued)

1.14

1.15

Hedging pohcy

The Group may enter into foreign exchange forward contracts to match anticipated
future cash outflows in foreign currencies The Group’s policy 1S o enter intoforeign
exchange forward contracts up to a maximum of 100% of the anticipated foreign
currency expenditures for up to 12 months In advance Imited to the approved
annual expenditure budget for those currencies The Group does not use
dernvative financial instruments for speculative purposes

Foreign exchange forward contracts are imtially recorded at cost and are re-
measured to farr value at subsequent reporting dates Changes in the farr value of
foreign exchange forward contracts that are designated and effective as cash flow
hedges are recogrised directly n equity Amounts deferred in equity are
recognised In the statement of comprehensive surplus in the same period in which
the hedged firm commitment or forecasted transaction affects net profit or loss

Leasing

Leases are classified as finance leases whenever the terms of the lease transfer
substantially all the nsks and rewards of ownership to the lessee All other leases
are classified as operating leases

Rentals payable under operating leases are charged to income on a straight-line
basis over the term of the relevant lease

Critical accounting judgements required and key sources of estimation
uncertainty

In the application of the Group's accounting policies which are described above,
the directors are required to make judgements, eshmates and assumptions about
the carrying amounts of assets and labihities that are not readly apparent from
other sources These Judgements and estimates are based on the directors’ best
knowledge of the relevant facts and circumstances, having regard to previous
expenence The estimates and underlying assumptions are reviewed on an
ongoing basis

Information about judgernents and estimations I1s contained In the accounting
policies and/or the notes to the financial statements, and the key areas below

Areas of judgement that have the most significant effect on the amounts
recognised in the financial statements are

. Identification of functional currencies — note 1 11
. The fair value of the deferred consideration receivable in gold — note 15
. The fair vatue of the investment in Nanostellar — note 17
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WORLD GOLD COUNCIL

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

2.

DETAILED ANALYSIS OF PERFORMANCE

The Group’s main activities can be broken down Into six sectors Investment, Jewellery,
Industnal, Government Affairs, Corporate Communications and Infrastructure Currently
these activites are carried out by the Group in the following geographical locations
Europe, the Far East, India, the Middle East and the United States of Amernica

The detailled analysis included in these financial statements 1s in accordance with the
measures reported to decision makers for the purpose of allocating resources to the
segments and assessing ther performance from January 2010 The Group 1s not
required to comply with the disclosure requrements of IFRS 8 Operating Segments and
this analysis does not purpoert to address those requirements

Major Customers

In 2009 two members centributed 22 16% (2008 29 3%) of the Association's total
revenue with the largest member being responsible for 13 7% (2008 17 6%) of total
revenue The Association's 21 members consist of the main Gold Producers in the world
Membership dues are based on the Member's production level for that year at a cost per
ounce

Sponsor fees from the SPDR® Gold Trust represent 49% (2008 35%) of total revenue
earned by the Group

Business Sector
The Group 15 divided into six distinct sectors due to the diverse operational aspects of
each of these areas, the pnincipal activities of the six segments are as follows

Investment

The investment sector aims to transform the role of gold in the new financial landscape,
influencing asset allocation strategies, financial planning, product design, availability and
accessibiity to an international audience of institutional, retall and Sovereign Wealth
Fund investors

Jewellery
The jewellery sector aims to defend gold's volume base in the mass market, and to grow
sales value and market share in the premium market

Industnal
The industnial sector 2ums to promote the application of gold in the electronics industry
based on its proven durability and reliability

Government Affairs

The Government Affairs sector ams to engage with central banks and the IMF whilst
continuing to research and pursue opportunities to reduce regulatory barners to gold
investment around the world

Corporate Communications
The Corporate Communications sector 1s responsible for the overall protection and
development of WGC reputation and brand dentity

Infrastructure
The Infrastructure sector i1s the support base for the other segments’ operations and
achwvities
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WORLD GOLD COUNCIL

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

2. DETAILED ANALYSIS OF PERFORMANCE (Continued)

Geographical Split for 2009 GROUP
1 Consolidston
m US$ 000's EUROPE FAR EAST INDIA _ MIDOLE EAST usa Adjusunents TOTAL
Revenue
Members' dues . - - 51370 - 51370
Income from ETF products 161 1 - 1 51074 51 237
imer group trading 23 950 13 710 6 955 8110 (52 737) 12
Total revenue 24,111 13 711 6,955 8,111 49,707 12 102 647
Cosis
Marketing expenditure {10 950} {30 779) (5 700) (5 088) (10571} - (43 128)
Marketing expendsture (re-allocated field staff) {3 629) (2,182) {698) (1774) (3 809) 1630 (10 462)
Staff costs {8 237) (1 889) {572) (1954) 4 5409 - {17 192)
Depreciation {24) (41) 40) {31) {38) - (174)
Gowemance {346) - - - (346)
Other G&A owerheads (4 355) (B64) (360) {1020) {1268) - (8 067)
G&A owrheads {re-allocated field staff) 3629 2,182 698 1774 3809 {1 630} 10 462
Operating expenditure {23,952) {13,573) {6,872) (8,093) {16,417) - {68,907)
Operating surplus 159 138 83 18 33,290 12 33,700
Interest received 28 - - - 202 B 230
Interesi paid - - - - {181) - {181)
Share of associates ({588) - - - - - {588)
Currency exchange differences {79 (58) (79) (11) {239} {12) {488)
Other Income 11,778 - - - - - 11,779
Surplus bafore tax 11,299 70 4 7 33,072 - 44,452
Taxation (342) {10} {4) (7 (15,909) - (16 272)
Surplus after tax 10,957 60 - - 17,163 - 28,180
Segment resenes {194,686) {1,088) - {57,111) 24,531 {228,354)
Segment assets 245,828 14,317 10,517 11,253 137,774 {166,450) 253,229
Segment habilties (51,142) {13,229) {10,517) {11,253} {80,663} 141,919 {24,885)
Geographicai Split for 2008 GROUP
v Consotidaton
in US$ 000's EUROPE FAR EAST INDIA  MIBDLE EAST USA Adjusiments YOTAL
Rewenue
Members' dues - . - - 49 485 49 485
Income from ETF products - . - 26,554 {47) 26 507
Inter group Irading 21644 13,112 8,556 9,987 {50,957) (2 343) -
Total revenue 21,644 13,113 8,556 9,987 25,082 (2,390) 75,992
Costs
Marketng expenditure {13,225) (10 287} (7 440) (8 078) {17 880} 3689 {53 241)
Markeling expenditure {re-allocated field siaff) (3270} (2 098) (725) (1.560) {2 375) - {10 028}
Staft costs B717) (1,760) (534) (1 631) 609 - {12 033)
Depreciation (33) (40) (25) (15) A1} - {154)
Gowemance (436) - - - - - {436)
Other G&A overheads {3528) (859) (536) (542) {1 516) - (7 021)
GAA owerheads (re-allocated field staff) 3270 2,098 725 1,560 2,375 - 10,028
Operating expenditure {25,939) {12,996) {8,535) (10,266} (18,838) 3,689 (72,885)
Operating surpius (4,295) 117 2% {279) 6,244 1,299 3,107
Interest recelved 306 - - 302 531 {12) 1,127
Interest paid . - - . (1) - (11
Share of associstes - - - - - 1,361 1,361
Currency exchanpe diferences 63 T (4} {18) 2172 255 23n
Other income 241,610 - - - - (23,374) 218 236
Surplus bafore tax 237,684 40 17 5 8,836 (20,471) 226,111
Taxation {301) (13} {7 (5} (2,415) 1 556 {1 185)
Surplus after tax 237,383 27 - - 6,421 {18,915) 224,918
Segment resenes {164,412} {967) - - (39,848) 25,745 {179,583)
Segment assets 208,269 13,528 9,700 8475 123,222 {148,852) 212,340
Segment habilitles {41,857) (12,559) {8,700} (8,475) {83,273} 123107 {32,757)
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2,

DETAILED ANALYSIS OF PERFORMANCE (Continued)

Sector Spls for 2009 GRoup
n US$ 000 s GOVERKLENT CORPORATE INFRAS- Consoitdation
INVESTMENT JEWELLERY INDUSTRIAL AFFAIRS COMMUNICA TION TRUCTURE A FOTAL
Rewenua
Wembers dues - 51 370 51370
Income ram ETF procucts 51237 . 51237
Inler group iracing - - 2 12 9
Total Revenus 51 237 - - - 51,358 12 102 807
Costs
Marketing expendiure {11 998) (24632) 847} 517) {3 668) (1 835) {43 128)
Marketing expenditune {re allocated field stafl) (3 444) {5656) (369) (820) {1 QEE) 1630 (10 482)
Staff costs (431) - - {18 761) (17 192)
Depreciation - - . (174) . (T4
Amortisation of nlangibles - - -
Wmpairment of intangiblas - - -
Gowmance {4} - . {342) {346)
Othar GAA overheads (138} @ - {19) (7 804} (B 067)
Other G&A (re alfoceied fisld staffy = - 12,092 {1,630) 10,462
Operating expenditure (16,013) {20 337) 1,018) [1,137] (5,783) (14,821} N {68,907}
Operating Surplus 35,224 (30 337) {1 016) 11,137] {5,783} 36,737 12 33 700
interest recened - - 210 - 230
Interest paid - - (181} 1181y
Share of asscCiates (588) - - - . (588)
Curmrency exchange diffsrences (38 {437) (2} {488}
O1her income - - 11,779 11 779
Surplus before tax 34 597 (30 337) 11,016} 1,137} [5,783) 48,128 44457
Taxadon (15 296) {376) - (16 272)
Surplus atker ax 18,701 {30,337} 11,018) 11,137} {5,783) &1, 752 - 23,980
Segmant resenes 252,885 24,531 228 354
Segmant 2ssets 419,689 (166,447} 253,242

Segmant habikies

(166,804) 144,918 (24,8838}

Sector Spld for 2008 GROUP
inUS$ 000's GOVERNMIENT CORFORATE INFRAS- Consotudrion
INVESTMENT JEWELLERY IXDUS TRIAL AFFMRS COMMUNICATION TRUCTURE Adjusmantss TOTAL
Rewenue
Anilysis Code
Members dues - - 49 486 49 486
Incoms from ETF products 35 038 - {8 532y 28 506
Inter group trading - - - {142y 142 -
Total Revenire 35 0w - - = 49 344 (8.380) 75 992
Costs
Marketing axpanciture {14 568) (32 492) a71) (370} (8 637) o1 3685 (53 240)
Marketing {re 8l d fald stuffy (1 854) 15 202} {283} (587} (2 073) - {10 029)
Staff costs %)) {12 033) (12 034)
Depreciation {18) - {138) {154)
Amodsaton of intangibles - - - - -
Irnpaiment of intangibles - - . - - -
Gowernance - . (438) - {436}
Other G&A owerhaads (428) - &) @ 201} (8 384) . {7 020}
Other G&A {re-allocated beld stal - - 10,028 10,028
Oparating sxpenditure (16 708) (37,884} 1.059) (960) [10 914) 19,054 3629 (72,885)
Operating Surplus 18,232 {37 824) 11.058) {980) {10 811) 40 150 (8 704) 3107
Interest recered - - - 1139 {12) 1127
Intarest pad - . - {(H1} {111}
Share of associates - . . 1381 1381
Currency exchange diflerencas - - 2137 254 23
Cthar income - - + - 2418610 (23,374) 218 236
Surplus before tax 10 332 {37,384) {1 653) [960) (10,911) 285,085 (26 472) 276 111
Taxaton - - (2 751) 1558 (1 185)
Surplus after tax 18,332 {37,884) {1,059} {960} (16,211} 282,314 {24,818} 224 916
Segmen| resenes 205,328 25,745 179,583
Sepmend assels 361,182 [{148,852) 212,340
Segrnent Labdities {155 864) 123,307 (32,757)
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3. FIXED ASSETS

Leasehold Furniture Oifice  Computer Motor
Improvements and Fittings Equpment BEupment Vehicles Total
Us$ 000°s US$ 000's US$ 000's US$ 000's US$ 000's US$ 000 s
Cost
At 1 January 2008 330 529 106 477 160 1,602
Additions 33 110 19 92 - 254
Disposals (239) - 4 {46) - (289}
At 1 January 2009 124 639 121 523 160 1,567
Additions 248 41 38 115 49 491
Mowement on exchange 6 27 7 4 10 46
Transfers (13) - - 13 . -
Disposals - (5} (18) (69) (33} (125)
At 31 December 2009 365 702 148 578 186 1,979
Accumulated depreciation
At 1 January 2008 3N 525 81 356 80 1,353
Depreciation charge for the year 20 19 6 79 30 154
Disposals (239} - (2} (44) - (285}
At 1 January 2009 92 544 85 3 110 1,222
Depreciation charge for the year 30 24 10 76 34 174
Mowvement on exchange 2 (4) 2 (5 4 (1
Transfers 1 - - 1 - -
Disposals - (5) {18) (69) (33) (125}
At 31 December 2009 123 559 79 394 115 1,270
Net book value
At 31 December 2008 242 143 69 184 7 709
At 31 December 2008 32 85 36 132 50 345

4, GOLD HOLDINGS

This 1s made up of research and development goid

and gold reserve as detailed below

Research and development gold 2009 2008
oz oZ.

At 1 January - -
Transfer from gold holding 179 -
Received in respect of deferred consideration - -
Received in respect of licence fee - -
Utiised for research 4) -
Sales of gold - -
At 31 December 175 -
Cost (US$ 000's) 65 -
Market value (US$ 000's} 196 -

Research and development gold s valued at the

lower of cost or net realisable value

The gold s used In research and development purposes and 1s held by a third party

which accounts for its usage on a yearly basis
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4. GOLD HOLDINGS (Continued)

Gold Reserve 2009 2008
0z 0z

At 1 January 3,528 184
Transfer from research and development stock (179) -
Recened in respect of deferred consideration 6,567 3,283
Recened In respect of licence fee 1,114 66
Utiised for research - (5
Sales of gold (5,050) -
At 31 December 5,980 3,528
Cost (US$ 000's) 5,788 2,276
Market value (US$ 000's) 6,610 3,052

Gold reserve 1s principally gold bullion that 1s received by the Group through

) The deferred sales consideration on the sale of the GBS entities m 2008 A fixed
amount of 3,283 ounces of gold are received each year in March and September
untl March 2058, and commenced September 2008 (see note 15)

. A royalty fee that 1s recetved monthly in gold

It 15 the intention of the Association to sell the gold received within a short period of time
as it 1s not the policy of the WGC to speculate on the gold price

During 2009, the Group transferred 179 ounces to research and development gold

The gold reserve represents a level 1 farr value measurement as this 1s dernived from
quoted gold prices

Sensitivity to movement in Gold Price

For every US$10 movement in the gold price, the Group is subject to an approximate
US$61,000 fluctuation in the value of its gold holdings (2008 US$ NIl due to being
previously recorded as research and development stock valued at cost)
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5. OTHER NON-CURRENT ASSETS AND OTHER CURRENT ASSETS

2009 2008
US$ 000's US$ 000's
Other non-current assets
Lease and utiity deposits 551 337
Other non-cument assets 14 15
565 352
2009 2008
US$ 000's Us$ 000's
Other current assets
Recewable from the SPDR Gold Trust 5.211 2,575
Trade partner recelvables 388 1,185
VAT recewable 643 600
Other cumrent assets 1,366 1,208
7,608 5,666
6. VAT RECOVERABLE IN ITALY
2009 2008
US$ 000's US$ 000's
Total VAT recowerable 536 573

The amount of €357,000 outstanding at the end of December 2009 represents the final
amount that 1s due from the ltalian Tax authorities for VAT reclaims that date back to
1992 and which amounted to €3 6 mitlion

The process of recovenng the final amount of VAT from the Milan tax authorities has
proven to be a protracted process The management of the Association believes, based
on legal advice that this amount will be paid by the Italan tax authorities Thus, no
provision has been made against this amount

7. OTHERPAYABLES AND ACCRUED EXPENSES

2009 2008

US$ 000's Uss 000's

Accrued expenses 9,252 6,340
Other payables 1,267 275
10,519 6,615

A major portion of the Group's marketing activity has traditionally been geared towards
the fourth quarter of the year Also, performance-based incentive pay 1s accrued for at
each year-end but Is not approved until after the year-end As a result, accrued expenses
represent a significant proportion of total annual expenditure
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8. PROVISIONS

Stock Contractual
Post employment Appreciation benefits Other Total
medical benefits LTIP Plan US3 000s US$ 000's USS 000's
USS 000's  USSO00s USS O00s

Current habilities - 906 1959 2,865 125 2980
Non-current liabiliies 87 2133 - 3,120 . 3,120
Balance at 1 January 2009 087 3,039 1959 5,985 125 6110
Released from prousions {10} - {10) - {(10)
Increase in provsions - 1149 - 1,149 - 1,149
Amounts utiised (65) (2,002) {1 959) (4,116) (125) (4 241)
Exchange difference 108 {37) - 69 - 8]
Balance at 31 December 2009 1,018 2,059 - 3,077 - 3,077

Analysis between non-curent and current hatilties

Current liabiblies 68 1,379 - 1,447 - 1,447
Non-cument habiities 950 680 - 1,630 - 1,630
Balance at 31 December 2009 1,018 2,059 - 3,077 - 3,077

Contractual benefits
These are analysed below

Post-employment medical benefits

The prowviston covers the projected cost of contractual retiree benefits and 1s calculated
on contnbutions to health insurance premiums payable each year for the expected life
span of the indwidual based on actuanal tables The provision for retiree benefits
increased by US$31,000 duning the year (2008 US$59,000 increase) There are
currently 11 (2008 12) surviving Geneva relirees and their spouses The Association
pays a maximum of 50% of their total medical insurance costs for the year for the retirees
and therr surviving spouses

Long Term Incentive Plan (LTIP)

A Long Term Incentive Plan ("LTIP") has been n operation since the Remuneration
Committee approved the plan for senior employees in 2003 During the year there was
an increase In provisions of US$1 96 million (2008 US$535,000) In accordance with the
terms of the LTIP US$1 90 milion was exercised (2008 US$1 31 million) The total
amount provided at 31 December 2009 1s US$2 1 million (2008 US$3 04 milion) The
terms of the LTIP are such that US$1 38 milhon will vest within the next financial year
with the balance vesting in subsequent penods

Stock Appreciation Plan {“SAP”)
The SAP was In favour of the former Chief Executive Officer The SAP was fully paid up
on his retirement from the Group n the current year
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9. OPERATING EXPENDITURE

General and administrative expenditure 1s made up as follows

2009 2008
US$ 000's US$ 000's
Membership and Gowernance 346 436
General management and finance and administration staff
Staff related 9,012 4,681
Infrastructure costs
Premises 1,889 1,574
Office equipment and supplies 535 607
Communication 467 358
Professional fees 2,083 1,706
Bank expenses 78 72
Other 907 162
Total infrastructure costs 5,959 4,479
Total general and administrative expenditure 15,317 9,596
The surplus for the year has been arrived at after charging/(crediting):
2009 2008
Us$ 000's US$ 000's
Auditors’ remuneration 374 827
Depreciation of fixed assets 174 154
Impaiment loss recognised on recewvables 877 -
Net foreign cumrency differences 488 {2,391)
Operating lease and rental costs
Premises 1,918 1,535
Other 57 102
Personnel related costs 17,192 12,033
Professional fees 1,708 1,706
Profit on sale of fixed assets (5) 4
Employee numbers and contributions to retirement plans (all staff)
2009 2008
No No.
Number of employees {at year end) 87 53
2009 2008
US$ 000's US$ 000's
Contnbutions made to retirement ptans 1,215 1,049

The impatrment loss recognised on recewvables in 2009 includes an amount provided
against a loan to WGC Holdings associate company Dubai Gold Investments DMCC
("DGIM
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10. TAXATION

The WGC s incorporated mn Switzerland but operates 1n various countries that have
differing tax laws and rates

The majonty of the WGC'’s foreign operations are not subject to any income taxes and
those that are taxed, are on the basis of an imputed return on annual expenditure {cost
plus method)

In 2009 US$15 @ million (2008 US$2 2 miliron) of the WGC’s taxes were the US taxes on
WGTS's profits of US$34 4 million (2008 US3%5 1 millicn) at an effective tax rate of 46%
{2008 42%) The effective rate of tax in the US 1s greater than 28% due to a higher rate
of tax in the US and permanent disallowable expenditure

The WGC 1s regarded as a mutual orgamisation for UK tax purposes As a result its UK
Income taxes are not directly related to its deficit or excess of revenue over expenditure
of but on its non-mutual trading income

The income fax expenses consist of the following for the year ended

Analysis of Tax Charge 2009 2008
US$ 000's US$ 000's
Current taxes on profit for year 16,153 2,440
Deferred taxation 119 (1,245)
Total 16,272 1,195
Reconciation of Taxation - Current Liabihity UK Tax Foreign Tax Total
$ 000's $ 00U's $ 000's
Balance at 1 January 2009 428 (374 54
Tax pad (662) (13,905} (14,567)
Charge for current year 480 15,792 18,272
Exchange differences (143) g (134)
Balance at 31 December 2009 103 1,522 1,625
Reconcihlation of Deferred Taxation Asset Unutihised
Losses Total
$ 000's $ 000's
Balance at 1 January 2009 (418) {418)
Charge for current year 119 119
Batance at 31 December 2009 (299) {299)
Non-current assets 2939 299

Non-current habilities - -
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11. COMMITMENTS
11 1 Capital commitments
No capital commitments were undertaken m 2009 (2008 US$ Nil)
11 2 Non-cancellable operating lease commitments

Relating to the rental of office space and equipment

2009 2008

US$ 000's us$ 000's

Due within one year 1,189 1,395
Due between 2 and 5 years 1,946 2,385
Pue beyond 5 years 1,515 1,790
4,650 5,570

The London based office has served notice on its current rental agreement, with a
move likely to happen in the early part of 2010 In the above figure only three
months rental 1 included for the London based office, as the lease agreement for
the new premises Is still to be signed

All leases terminate within five years other than for the New York office  During
2009 and early 2010 vanous changes m office location have occurred, the above
numbers reflect the new commitments in this respect

12. FINANCIAL INSTRUMENTS

Risk management I1s carnied out by the finance department under policies approved by
the Board of Directors The Board provides wrniten pnnciples for overall nsk
management, as well as wntten policies covering specific areas such as foreign
exchange nsk, credit nisk, as well as the use and investment of excess hquidity The
finance funchion dentifies, evaluates and hedges financial nsks where required to do so

12.1 Capital risk management

The Group manages Its reserves In order to ensure that the entities within the
Group will be able to continue as going concerns, whilst the Group delivers on its
strategic objectives The Group operates a balanced budget methodolegy whilst
ensunng that programme related costs and overheads do not exceed revenue
earmed

The Group 1s nsk averse and operates without leverage It 1s not the intention of
the Group to borrow In order to deliver on its objectives, but instead utiises cash
flow to fund current expenditure and potential investments

An annual assessment 1s made of the Group's strategic direction at board level,
considering the nisk factors facing the Group and the world gold market
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12.

FINANCIAL INSTRUMENTS (Continued)

122

12.3

12.4

12.5

12.8

Credit risk

The Group has significant concentrations of credit nsk, with exposure spread over
a bmited number of members

During 2009 one of our members dues accounted for 13 7% (2008 18%) of the
Association's total revenue This member's dues anse from revenue calculated on
production spread across eight mines within the members’ group This therefore
reduces the overali nsk to the Association as it 15 not dependant on one actual
source of revenue

Financial assets, which potentally subject the Group to concentrations of credit
nsk, consist principally of cash and short-term deposits The Group's cash
equivalents and short-term deposits are placed with high credit quality financial
nstitutions At the year-end the Group’s short-term deposits, which constitute the
majority of its cash resources, were placed with more than one bank

Interest rate risk

The Group's short-term deposits are at fixed and vanable interest rates and mature
within three months

Fair values

At 31 December 2009 and 31 December 2008 the carrying amounts of cash and
short-term depostts, other accounts receivable, market development payables and
miscellaneous payables and accrued expenses approximate their far values given
the short term maturities of these assets and habihties

The farr values of other non-current assets and habilities are not matenally different
from their carrying amounts

Hedging policy

At 31 December 2009, there were no forward exchange contracts in operation No
forward exchange contracts were taken out in 2009

Foreign exchange rates

The Group’s revenues are received in US dollars whereas sizeable portions of its
expenditure 1s incurred i currencies other than the US dollar and currencies linked
to the US dollar
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13.

SUBSIDIARIES, BRANCHES AND REPRESENTATIVE OFFICES

The Consolidated Financia! Statements incorporate the assets and liabilities and revenue
and expenditure (other than intra-group items) of the following subsidianes, branches and

representative offices through which the WGC conducts ts operations

Subsidiaries (all 100% owned)

World Gold Council Sri

World Gold Council, Inc

World Gold Trust Services, LLC
World Gold Council KK

World Gold Council (Far East) Pte Limited
WGC Financial Services SA
Exchange Traded Gold Limited
Gold Buthon Securities Limited
WGC Holdings Limited

Gold Bullion Heldings Limited
Gold Bullion Nominees Limited
Gold Bullion Secunties Limited

Branches and Representative Offices

United Kingdom
United Arab Emirates
China

india

Turkey

Notes:

Location

italy

United States of Amenca (Dormant)

United States of America
Japan

Singapore

Switzerland

England (Dormant)

England {Dormant)

Jersey

Jersey (note 1)

Hong Kong (Dormant) {note 2)
Hong Kong (Dormant) {note 2)

Location

London

Dubai

Bening and Shanghat
Mumbal and Chennal
Istanbul

1 The Assoctation increased Its holding to 100% on 18 July 2008

2 Owned by Gold Bulion Holdings
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14.

INTERESTS IN ASSOCIATES

During 2009 the Association through its 100% owned substdiary World Gold Council
Holdings (‘WGCH") which s registered in Jersey, invested in Dubai Gold Investments
{("DGI") which 1s based in Bubar DGI 1s an Exchange Traded Fund ("ETF"), which was
set up In 2009 WGCH owns 39% of the equity of DGI, on which WGCH 1s able to exert
significant influence, but not control over the operations or the decision making process
of DGl As a result of this, WGCH accounts for its investment in DGI as an associate
using the equity accounting methodology

The results for the year for DGI are shown in the table below The comparatives are of
Gold Bullion Heldings which ceased to be an associate in 2008 when the transaction took
place that 15 described in note 15

2009 2008
US$ 000's UsS$ 000's

Aggregated amounts relating to associales

Total assets 699 -
Total iabitities (2,680) -
Net (habilities)/assets (1,981} -
Group's share of net assets (llabilities) (772) -
Rewenues 66 384,603
Revenues - excluding increase in market value of holders' gold 17 6,033
Profit before 1ax {1,470} 2,462
Profit after tax (1,470} 2,299
The Group's share of the (loss)/profit of associates {573) 1,361
Amount of investment imparred {15) -
Total impairment on investment in associate {588} 1,361
Loan to DGI 611 -
Provision against loan (611) -

Net Recenable - -

Dunng 2008 DGl made a loss of US$1 47 milion of which WGCH's share amounts to
US$588,000 The Directors assessed whether the carrying value of the Investment in
DGI was supported by its recoverable amount As a result of undertaking discounted
cash flows and consideration of the future prospect of the business, management
imparred the carrying value of the investment in DGI to nil

A loan of US$611,000 to DGI was also provided for as it 1s unlikely that this amount will
be repaid in the near future as the assoctate I1s currently undergoing a change in focus

WGCH's share of DGI's net labilities amounts to a US$772,000 debit which has not been
reflected in the Group’s investment in DGI in accordance with IAS 28 WGCH's losses
have therefore been imited to its share of DGI's losses to date
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15. DEFERRED CONSIDERATION ON THE GBH TRANSACTION
15.1 Purchase

On 11 July 2008, the Association acquired the 28% shareholding in Gold Bullion
Holdings itd {"GBH") which was owned by Gold Bullion Investment Trust (“GBIT")
for a deferred cash consideration of US$10 milion making GBH a 67% subsidiary
of the WGC The US$10 million 15 payable in instalments through to December
2019 and the investment has been accounted for at its fair value of US$7 1 million
(2008 US%8 8 milign) The lability at 31 December 2009 was US$6 6 million
(2008 US37 1 million), broken down as follows

Movement on deferred payable 2009 2008
us$ 000's Us$ 000's

Amount payable to GBIT 7,121 10,000
Fair value adjustrment - (1,239)
Fair value of payable 7.121 8,761
Effective interest 181 110
Payments in 2009 (750) (1,750
At 31 December 2009 6,552 7,121
Current habilities 584 569
Non-current habilities 5,968 6,552
6,552 7,121

Shareholding acquired 28%
Economic interest acquired 5%
Net assets acquired 13,5682
Negative goodwail 4,821)
Total consideration 8,761

15.2 Sale

On 18 July 2008 GBH completed the sale of its subsidianes, Gold Bullion
Securities Jersey and Gold Bullon Secunties Australia (collectively called the
“GBS entibes”), to ETF Secuntes Limited ("ETFS") In return for the sale of its
subsidiarnies GBH will receive a total deferred consideration in gold of 328,333
ounces, payable in equal instalments every six months, between 2008 and March
2058 (‘the Deferred Consideraton”) The far value of this consideration at the
time of sale was US$174 1¢ millon and the gain on disposal was US$173 54
miihon

15.3 Financial instrument

The accounting treatment adopted for the consideration receivable for the GBS
entties is based on a discounted cash flow projechon utiising the closing price of
gold, the gold curve for a maxamum period of ten years and an applied relevant
discount factor over the period of the deferred consideration
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15. DEFERRED CONSIDERATION ON THE GBH TRANSACTION (Continued)

The future receivable 1s dependent on the market price of gold, and it 1s therefore
considered that the Deferred Consideration 1s a financial instrument as it
conshtutes a compound instrument which includes an embedded dervative

Method of fair valuing the deferred consideration

The present value of each instalment of the Deferred Consideration 1s valued by
multiplying by the forward price of gold for that instaiment and discounting the
resulting value at an appropriate rate to determine the net present value The
L.ondon PM fix (AM fix if ro PM fix) 1s used as the fair value per ounce of gold

The Deferred Considerahion represents a level 2 fair value measurement as this 1s
denved from quoted gold prices and inputs, other than quoted prices, that are
observable for gold

Financial asset at fair value through the statement of comprehensive surplus

The whole Deferred Consideration contract was designated at the time of the
transaction as a financial asset at FVTPL, accordingly movements in the fair value
of the contract will be taken to the statement of comprehensive surplus over the life
of the Deferred Consideration

2009 2008

US$ 000's Us$ 000°s

At 1 January 2009 153,482 -
Gross consideration on sale of subsidianes - 258,984
Minonty interest on sale - {85,794)
Deferred consideration receivable - 174,190
Gold recenved (6,258) (1,248)
Fair value adjustment 10,750 39,875
Exchange difference 18,903 (59,335)
At 31 December 2009 176,877 153,482
Current assets 7,250 5,677
Non-current assets 169,627 147,905
176,877 153,482

In the statement of comprehensive surplus, profit on the GBH transaction has been
presented as the net Deferred Consideration recewable of US$174,190 in the
2008 comparative This represents a restatement from the prior year financial
statements where the statement of comprehensive surplus presented gross
consideration of US$259,984 and minonty interest of US$85,794 The directors
consider the netting off of these numbers in 2009 to better reflect the substance of
the deal as a single transaction and not two separate transactions

The representation of the items in the statement of comprehensive surplus triggers
the requirement to disclose a third statement of financial position at the beginning
of the comparative peried in accordance with IAS 1 Revised As the representation
does not result In a restatement to the statement of financial position it has been
concluded that the presentation of the third statement of financial position 1s not
matenal to the financial statements, and has therefore not been included
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WORLD GOLD COUNCIL

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2009

15. DEFERRED CONSIDERATION ON THE GBH TRANSACTION (Continued)

The Deferred Consideration payable by ETFS to WGCH in 2008 was based on
total ounces payable to WGCH of 328,333 At the end of December 2009 the
number of ounces payable to WGCH by ETFS 1s 318483 ounces after 3,283
ounces had been received in both March 2009 and September 2009

Famr Value adjustment on Gold 2009 2008
Us$ 000's Us$ 000's

Fair value on deferred consideration 10,750 39,875
Fawr value adjustment on Gold Holdings 1,029 -
11,779 39,875

Gold is fair valued at current prices at the end of each financial year with the farr
value adjustment going through the profit and loss

Market risk

The value of the Deferred Consideration wilt vary directly in ltine with changes In
the gold price, the discount factor used and the gold yield curve

IFRS 7 requires disclosure of a “sensitivity analysis” for each type of market nisk to
which the entity 1s exposed to at the reporting date, showing how profit or loss and
equity would have been affected by changing the relevant nsk varnable that were
possible at that date

Sensitivity summary

2009 2008

Discount rate sensitivty
1% Increase $26,349k decrease $24,502k decrease
1% Decrease $34,421k increase  $32,602k increase

Gold pnce movement
$10 USD increase
$10 USD decrease

Gold pnce 1% increase
Gold pnce 1% decrease

$1,576k increase $1.561k increase
$1,627k decrease  $1,561k decrease

$1,744k Increase  $1,535k increase
$1,793k decrease  $1,535k decrease

Credit risk

The Deferred Consideration 1s wholly payable by ETFS  However, the gold
payable 1s secured on the gold sales charge generated by the assets held in the
gold-backed secunties issued by GBSJ and GBSA

In the event of iquidation of the holding company (of GBSJ and GBSA), the nght of
WGC to receive payments in gold would revert to GBSJ and GBSA (1 e GBSJ and
GBSA would become iable to continue making the payments to GBH)

During the year the discount rate used to value the deferred consideration was
increased from 5% to 7 75% to reflect current estimates on credit nsks and gold price
fluctuations applicable to the Deferred Consideration The financial impact and
cumulative financial impact of this change Is to reduce the total deferred consideration
by US$124 47 milion (2008 Nil)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

15. DEFERRED CONSIDERATION ON THE GBH TRANSACTION {Continued)
At 31 December 2009 and to the date of this report, the assets of ETFS are more

than sufficient to permit payments to be made The following represents GBH's
exposure In this respect

2009 2008

US$ 000's Us$ 000's

In iess than one year 7,250 5,577
In more than one year 169,627 147,905
Value of deferred consideration outstanding 176,877 153,482

Currency risk

The Deferred Consideration 1s based in monetary terms in US$, however GBH and
WGC pay expenses in the main for their operations i UK Pounds Sterling There
15 thus a potential exposure to currency nisk if the US$ weakens against the pound

16. RELATED PARTY TRANSACTIONS

In accordance with 1AS 24 we believe that the following equate to related party
transactions In respect of internal and external dealings that the Group may have

16.1 Trading transactions

. Transactions between the Association, its subsidianes and its branches,
are ehminated on consoldation and are not disclosed in this note
Transactions with members of the Association are disclosed separately
below

. Transactions with trading partners who are joint shareholders n
investments that the Group holds are disclosed below

Members dues 2009 2008

us$ 000's Us$ 000's
Top 10 members dues 48,860 47,528
Percentage over total members dues 95 12% 96 04%
Amounts due from members at 31 December 407 1,070

Total Members Dues in 2009 amounted to US$51 3 million (2008 US$495
million)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

16. RELATED PARTY TRANSACTIONS (Continued)

Trading/Investment transactions with Dubar Gold 2009 2008
Investment (DGI) US$ 000's US$ 000's
Amount recevable from DGI 611 -
investment in DGE 588 -
Prouwsion to wnte off DGI recevable (611) -
Investment wnte off in DGI {588} -

The above relates to WGCH’s direct investment in DGI, along with the funding of
part of its operations The shareholders of DGI funded its operations in 2009 on the
basis of their shareholding in DG

Trading transactions with Gold Bullion 2009 2008
Investment Trust (GBIT) Us$ 000's Us$ 000's
Interest charge on deferred consideration 180 11
Amount receivable from GBIT 5 5
Accrued liabihity / loan to GBIT 165 23
Deferred consideration paid to GBIT 750 1,750
Deferred consideration current habiity 584 569
Deferred consideration non-current liability 5,968 6,552

The above note represents all transactions associated with WGCH's holding in
DGl DMCC and GBIT are the other shareholders of DGI's capital At the end of
2009, WGCH owed US$541,000 to DMCC for costs expended by DMCC on behalf
of DGI

The members of GBIT are the members of the WGC, however the WGC s unable
to influence the actions of GBIT

Key management personnel compensation 2009 2008
US$ 000's US$ 000's
Short-term employee benefits 1,894 2,836
Post-employment benefits 151 316
Other long-term benefits 680 161
Termination Benefits 460 -
Total 3,185 3,313
Compensation paid for loss of key staff 1,976 -
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FOR THE YEAR ENDED 31 DECEMBER 2009

16. RELATED PARTY TRANSACTIONS (Continued)
16 2 Other significant trading parties

The following parties are significant in nature for the underlying operations of the
Group, however, we are not able to influence these parties, but due to the nature,
significance and timeframe of the relationship they have been detailed below

Trading transactions with ETF Securities 2009 2008

US$ 000's US$ 000's
Monthly participation fee received 1,093 55
Monthly participation fee recenvable 130 -
Semi-annual capital gold received 6,258 2,654

The above represents transactions with ETF Secunties ("ETFS”™) in 2009 ETFS
was the third party that the subsidianes of GBH were sold to tn 2008 The above
transactions represent a flow of income to the Association and WGCH as a result
of the 2008 transaction The Group will receive gold from ETFS by way of the semi
annual payment until March 2058 The royalty fee is received menthly in gold

ETFS has heen detalled here due to the timeframe over which the gold will be

receved

Trading transactions with SPDR Gold Trust 2009 2008
USs$ 000's UsS$ 000's

Sponsor fees received from the Trust 49,850 26,488

Amount receivable from the Trust 521 2,523

The above relates to all transactions undertaken with the SPDR® Goid Trust by
the Group’s US based subsidiary WGTS

17. INVESTMENTS

Through its Jersey based subsidiary WGC Holdings ("WGCH"), the Group holds
approximately 11 07% of the share capital of Nanostellar Inc

In 2007 the WGC invested in Nanostellar Inc, a U S start-up company that develops and
manufactures catalysts for emissions control in autornotive diesel engine systems Using
gold to partly replace the more costly platinum 1s the main reason for therr interest in gold
The Nanostellar announcement represented a major breakthrough for gold In a high
profile, environmentally important application

This investment was made to support Nanostellar's commercialisation dnve, accelerating
the rate at which the gold technology 1s brought to market and has been used for
marketing promotion and catalyst testing with car manufacturers
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FOR THE YEAR ENDED 31 DECEMBER 2009

17.

INVESTMENTS (Continued)

Thea investment in Nanastellar stock s classified as an AFS wvestment The value of the
Investment s carned in WGCH's books at the lower of cost or net realisable value, as the
shares in Nanostellar do not have a quoted price in an active market and thus the farr
value of the holding cannot be reliably measured

An impatrrment review of the carrying value of Nanostellar for the year ended 31
December 2009 has indicated that the investment value 1s appropriate and need not be
impaired

At the end of December 2009, the US3$2 27 million investment in Nanostellar by WGCH
comprnises the following

UsS$ 000's
Preferred share capital - Senes C 1,802
Conwertible Loan 400
Interest capitalised — Senes C preferred share capital 72
Total investment in Nanostellar 2,274

WGCH hotds 46 8millien units of preferred share capital made up of 36 8 milhon units of
Senes 2 preferred share capital and 10 5 million units of senes 3 preferred share capital of
Nanostellar Inc, which represents 11 07% of the issued share capital of Nanosteliar Inc
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LOCATIONS OF THE WORLD GOLD COUNCIL

The WGC network covers the Americas, Europe, Middle East, India and the Far East including China
and Japan This network provides us with expertise in every aspect of the gold market and 1s
fundamental to creating local and increasingly global imtiatives with partners Strong contacts with
local governmental organisations and trade bodies enable the World Gold Council to play a leading

role in liberahsing markets

HEADQUARTERS

55 Old Broad Street
London EC2ZM 1RX
United Kingdom

Tel +44 (0)20 7826 4700
Fax +44 (0)20 7826 4799

@qold org

AMERICAS

Regional Office & USA
424 Madison Avenue
New York, NY 10017
Tel +1 212 317 3800
Fax +1 212 688 0410

CHINA (BEIJING OFFICE)

Room 1706, SciTech Tower
22 Jian Guo Men Wai Dajie
Beipng, 100 004

Tel +86 106515 8811

Fax +86 106522 7587

REGIONAL OFFICE & INDIA
(MUMBAI OFFICE)

B-6/3, 6th floor, Laxmi Towers
C-25, Bandra Kurla Complex
Bandra (East)

Mumbai - 400051

Tel +91 22 6157 9100

Fax +91 22 6157 9199

JAPAN

Shin Aoyama Building / E19F
1-1-1 Minami-Aoyama
Minato-ku, Tokyo 107-0062
Tel +81 3 3402 4811

Fax +81 3 3423 3803

REGIONAL OFFICE & SINGAPORE

9 Raffles Place

Level 57 Republic Plaza
Singapore 048619

Tel +65 6823 1510
Fax +656823 1410

CHINA (SHANGHA! OFFICE)

Unit 3504, 35th Floor, Plaza 66
1266 Nan Jing Road (West)
Shanghai, 200040

Tel +86 21 6289 2111

Tel +86 21 6289 2555/2777
Fax +86 21 6289 3222

INDIA (CHENNAI OFFICE)

B-2 Alexander Square
34/35 Sardar Patel Road
Guindy

Chennar 600 032

Tel +91 44 2230 0083/0084
Fax +91 44 2230 0086

DUBAI

25th floor, Habtoor Business Tower
Dubai Marna, Duba, UA E

PO Box 214766

Tel +971 4 449 8500

Fax +971 4 449 B599
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Strong local trade contacts have also allowed the development of joint marketing mitiatives with
retailers, manufacturers and trade organisations Local offices develop the relationships with the key
partners helping to create demand for specific partner pieces and to improve the image of gold as a
category

Qur trade contacts are supplemented by in depth consumer knowledge about each market derved
from globat and local research This gives the World Gold Council a deep understanding of consumer
attitudes and behaviour

WEBSITES ASSOCIATED WITH THE WORLD GOLD COUNCIL
WWW GOLD ORG

fiwww exchangetradedgold com

Iwww spdrgoldshares com

Iiwww dubaigoldsecurnties com
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