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1. Jonathan Davie
(Non-Executive Chairman, 60 years old)

Jonathan qualified as a Chartered 
Accountant. He joined George M. Hill 
and Co, a jobber on the London Stock 
Exchange in 1969. The firm was acquired 
by Wedd Durlacher Mordaunt and Co 
where Jonathan became a partner in 
1975. Jonathan was the senior dealing 
partner of the firm on its acquisition 
by Barclays Bank to form BZW in 1986. 
Jonathan developed BZW’s Fixed Income 
business prior to becoming CEO of the 

Global Equities Business in 1991. In 1996 
Jonathan became Deputy Chairman of 
BZW and then Vice Chairman of Credit 
Suisse First Boston in 1998 on their 
acquisition of most of BZW’s businesses. 
Jonathan is presently a senior advisor to 
Credit Suisse, a non-executive director of 
the Credit Suisse Private Bank in the UK 
and a partner in First Avenue Partners, an 
alternatives advisory boutique.

2. Tim Howkins
(Chief Executive, 44 years old)

Tim has a first class degree in 
Mathematics and Computer Science 
from Reading. He qualified as a 
Chartered Accountant with Ernst & 
Young and is also a member of the 
Chartered Institute of Taxation. Tim was 
one of a group of partners and staff who 
left Ernst & Young in 1990 to form Rees 
Pollock, a firm of chartered accountants 
targeted at entrepreneurial, owner-
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managed businesses. Tim was a partner 
in Rees Pollock for seven years and was 
the partner responsible for IG’s audit. He 
joined IG as Finance Director in 1999, and 
became Chief Executive in 2006.

3. Steve Clutton
(Finance Director, 46 years old)

Steve gained a first class degree in 
Chemistry from Nottingham. After 
qualifying as a Chartered Accountant 
with KPMG, he spent five years in 
corporate finance with BZW. In 1994 he 
joined British Telecom heading up its 
internal corporate finance team before 
becoming the Chief Financial Officer 
of BT’s international business based in 
Virginia, USA. Between 2000 and 2004, 
Steve was Finance Director of Interoute 
Communications Ltd, a private equity 
backed supplier of telecoms services 
with operations throughout Europe. 
Steve joined IG Group in October 2006 
from Barclays Bank plc, where he was 
Finance Director of UK Retail Banking.

4. Peter Hetherington
(Chief Operating Officer, 38 years old)

Peter read Economics at Nottingham 
University and has a Masters in Finance 
from the London Business School. Peter 
was an officer in the Royal Navy before 
joining IG Index, as a graduate trainee, 
in February 1994. He became head 
of financial dealing in 1999 and was 
appointed a director of IG Group in June 
2002, since when he has performed the 
role of Chief Operating Officer. To date, 
this role has focused on driving forward 
a number of significant strategic projects 
including the highly successful launch of 
the online financial dealing system.

5. Andrew MacKay
(Legal Director, 41 years old)

Andrew has a Masters in History from St 
Andrews University and completed the 
Law Society Finals examination at the 
College of Law in London. He qualified 
as a lawyer with Linklaters and worked 
there for seven years, principally in the 
litigation and financial services practices. 
In 1998, Andrew moved to LIFFE as 
market investigations manager before 
joining the IG Group as Legal Counsel in 
March 1999.

6. Sir Alan Budd
(Non-Executive Director, 69 years old)

Sir Alan was appointed a non-executive 
director of IG in April 2005. He was Chief 
Economic Advisor to the Treasury and 
head of the government economic 
service between 1991 and 1997 and 
served as a member of the Monetary 
Policy Committee of the Bank of 
England between 1997 and 1999. 
Prior to 1991, he was group economic 
advisor at Barclays Bank and Professor 
of Economics at the London Business 
School. He was chairman of the 
Gambling Review Body and is currently 
Provost of The Queen’s College, Oxford.

7. Martin Jackson
(Non-Executive Director, 58 years old)

Martin was appointed a non-executive 
director of IG and chairman of the 
audit committee in April 2005. He was 
the group Finance Director of Friends 
Provident plc between 2001 and 
2003 and Friends Provident Life Office 
between 1999 and 2001. Prior to that, 
he was the group Finance Director 
at London & Manchester Group plc 
from 1992 to 1998 up to the date of its 
acquisition by Friends Provident Life 
Office. He is a non-executive director 
and chairman of the audit committee of 
Admiral Group plc and is a fellow of the 
Institute of Chartered Accountants.

8. Robert Lucas
(Non-Executive Director, 44 years old)

Robert read Electrical Engineering at 
Imperial College, London. He joined 
Marconi post graduation until 1987, 
when he moved into private equity 
investment with 3i plc. In 1996, he joined 
CVC Capital Partners Limited and, in 
2004, he became a Managing Partner. 
Robert is a non-executive director of a 
number of companies in which funds 
managed or advised by CVC Capital 
Partners Limited or its affiliates have 
invested, including The AA. He became 
a non-executive director of IG Group in 
2003.

9. Nat le Roux
(Non-Executive Deputy Chairman,  
50 years old)

Nat read Law at St Catharine’s College, 
Cambridge. He spent ten years in futures 
broking and stock broking before joining 
IG in 1992. Initially he held the position 
of Financial Dealing Director, which 
gave him operational management 
of all aspects of the financial division 
including dealing, risk management and 
marketing. He was promoted to deputy 
Chief Executive in 1999 in which role he 
took the lead in business development 
and overseas expansion. He became 
Chief Executive in 2002 and held the 
position for four years before becoming 
non-executive deputy chairman in 2006.

10. Roger Yates
(Senior Independent Non-Executive 
Director, 50 years old)

Roger joined the board as non-executive 
and Senior Independent Director in 
February 2006. Roger read Modern 
History at Worcester College, Oxford, 
and has 24 years’ experience in the fund 
management industry as an investment 
professional and business manager. 
Previously he was Chief Investment 
Officer of Invesco Global and held senior 
roles for fund management companies 
LGT and Morgan Grenfell. He joined 
Henderson Global Investors as Chief 
Executive in 1999, and in 2003 led the 
de-merger of Henderson from its then-
parent AMP, becoming Chief Executive 
of the resulting listed entity, now 
Henderson Group plc.



Group Operating
and Financial Review 
Introduction
The Accounting Standards Board issued Reporting 
Statement: Operating and Financial Review in January 2006. 
This statement does not have mandatory force and is not 
an accounting or reporting standard. The directors have 
considered the recommendations of this reporting statement 
in producing this operating and financial review (OFR). A 
discussion of the Group’s performance and future prospects 
has been included in the Chief Executive’s Report.

In applying this framework, the directors believe that they have 
adequately discharged their responsibilities under Section 
234ZZB of the Companies Act 1985 to provide a balanced and 
comprehensive review of the development and performance 
of the business.

Nature, objectives and strategies
The Group’s businesses
The Group has operated in two principal areas of activity 
throughout the year; financial and sport. 

Financial
Spread bets on equities, equity indices, precious and base 
metals, soft commodities, exchange rates, interest rates and 
other financial markets; spread bets on options on certain of 
these products; exchange traded futures and options. Spot 
and forward contracts for foreign exchange and contracts 
for differences (CFDs) on shares, indices and other financial 
markets. Financial binaries, being fixed odds bets on equities, 
equity indices, precious and base metals, soft commodities, 
exchange rates, interest rates and other financial markets.

Sports
Spread bets and fixed odds bets on sporting and other events.

Business objective
The Group’s objective is to maximise shareholder value by 
pursuing the following strategies:

	 �Maintaining a leading position in the Group’s UK financial 
spread betting market;

	 �Continuing to broaden the client base;
	 �Expanding the Group’s international reach; and
	 �Continuing to deliver product and technological innovation.

Business strategies
The Chief Executive’s Report provides an overall assessment 
of the Group’s progress during the year and prospects for the 
future with reference to the business strategies outlined below.

Maintaining a leading position in the group’s
UK financial spread betting market
The Group is widely recognised as the market leader in the 
financial spread betting market, which is predominantly a UK 
business. The Group’s strategy is to continue to strengthen 
this market lead by offering the broadest range of products 
and by offering quality and speed of execution. The Group’s 
advertising in this market is focused on maintaining and 
enhancing awareness of the IG brand.

Continuing to broaden the client base
The Group continues to broaden the client base, both directly and 
through introducers, from what has historically been a relatively 
narrow but sophisticated group of predominantly retail clients. This 
includes attracting a greater proportion of leisure-oriented clients 
for the Group’s fixed odds offerings and more market professionals 
and institutional clients for its CFD business. Further developing the 
business of market making on betting and financial exchanges, as 
well as white-labelling opportunities (where the Group’s products 
are branded and distributed in the name of third parties), will 
extend the reach of the Group’s products.
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4. Segment information (continued)

Year ended 31 May 2007 (restated)

			   Financial	 Sport	 Unallocated	 Total 
			   £000	 £000	 £000	 £000

	 Revenue	 			   80,325	 9,066	 -	 89,391	

	 Segment result	 			   67,237	 2,517	 -	 69,754	

	 Unallocated administrative expenses						      (20,650) 
	 Unallocated finance revenue						      2,105 
	 Unallocated finance costs						      (69)	

	 Profit before taxation						      51,140 
	 Income tax expense						      (15,472)	

	 Net profit for year						      35,668	

	 Assets and liabilities
	 Segment assets				    433,209	 6,229	 51,399	 490,837	

	 Segment liabilities			   313,418	 1,788	 5,183	 320,389	

	 Other segment information	

	 Capital expenditure 
		  Property, plant and equipment			   1,118	 589	 975	 2,682	  
		  Goodwill				    434	 -	 -	 434	  
		  Other intangible assets			   327	 148	 -	 475 
	 Depreciation				    901	 507	 797	 2,205 
	 Amortisation				    1,032	 286	 -	 1,318	

 
Unallocated administrative expenses comprise overheads, including information technology costs, which are not specifically 
attributable to business segments.

Unallocated assets and liabilities comprise property, plant and equipment, intangible assets, deferred tax assets, prepayments 
and other debtors, cash and cash equivalents, accruals, tax liabilities and financial liabilities which are not specifically attributable 
to business segments.

Unallocated assets include cash and cash equivalents amounting to £90,489,000 (2006 – £47,095,000).
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4. Segment information (continued)

Secondary reporting format – geographical segments
Geographical segment information for revenue and profit is based upon client location. The UK segment includes all clients 
located in the UK; Europe includes all clients located in Ireland and continental Europe; Asia Pacific includes all clients located in 
Australasia, Asia and the Far East; all other clients are classified as Rest of World. Geographical segment information for assets and 
capital expenditure is based upon asset location.

The Group has offices in the United Kingdom, Australia, Singapore and Germany. In previous periods geographical segments were 
reported according to office location. The Australia and Singapore segment dealt with clients serviced from the Melbourne and 
Singapore offices. The UK segment included the results of all other business. To aid comparability the figures for the previous year 
have been restated.

Year ended 31 May 2007

				    Asia	 Rest of	 Unallo- 
		  UK	 Europe	 Pacific	 World	 cated	 Total 
		  £000	 £000	 £000	 £000	 £000	 £000

	 Revenue		  96,841	 11,771	 12,704	 674	 -	 121,990	

	 Segment assets	 	 945,458	 162	 10,636	 715	 3,940	 960,911	

	 Other segment information

	 Capital expenditure 
		  Property, plant and equipment	 7,212	 16	 565	 -	 -	 7,793 
		  Intangible assets 	 1,176	 238	 -	 -	 -	 1,414	

Year ended 31 May 2006 (restated)

				    Asia	 Rest of	 Unallo- 
		  UK	 Europe	 Pacific	 World	 cated	 Total 
		  £000	 £000	 £000	 £000	 £000	 £000

	 Revenue		  73,792	 5,209	 9,199	 1,191	 -	 89,391	

	 Segment assets	 	 483,205	 -	 5,121	 -	 2,511	 490,837	

	 Other segment information

	 Capital expenditure 
		  Property, plant and equipment	 2,630	 -	 52	 -	 -	 2,682 
		  Goodwill		  -	 -	 434	 -	 -	 434 
		  Other intangible assets	 475	 -	 -	 -	 -	 475	

 
Unallocated assets comprise deferred tax assets.
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5. Operating profit

						                                           Group	  
						      2007	 2006 
						      £000	 £000

	 This is stated after charging/(crediting):	

	 Depreciation of property, plant and equipment				    3,513	 2,205 
	 Amortisation of intangible assets					     856	 1,318 
	 Operating lease rentals for land and buildings				    1,177	 785 
	 Impairment of trade receivables					     1,416	 1,401 
	 Foreign exchange differences					     63	 (392) 
	 Property, plant and equipment written off					     211	 2 
	 Intangible assets written off					     10	 -	

 
Amortisation of intangible assets is included in the administrative expenses of the income statement.

6. Auditors’ remuneration

						                                           Group	  
						      2007	 2006 
						      £000	 £000

	 Audit of the financial statements					     250	 154 
	 Additional costs in relation to the audit of prior year financial statements			   102	 -	

	 Other fees to auditors: 
	 Audit of financial statements of subsidiaries of the Company pursuant to legislation		  75	 50 
	 Other services supplied pursuant to legislation				    -	 44 
	 Services relating to corporate finance transactions entered into or proposed  
		  to be entered into by or on behalf of the Company or its subsidiaries  			   71	 -	

								        146	 94	
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7. Staff costs
The staff costs for the year including directors were as follows: 

						                                           Group	  
						      2007	 2006 
						      £000	 £000

	 Wages and salaries					     26,851	 21,838 
	 Social security costs					     2,979	 2,480 
	 Other pension costs					     1,988	 1,399	

								        31,818	 25,717	

 
Wages and salaries include the following amounts in respect of performance related bonuses, inclusive of national insurance and 
share-based payments charged to the income statement: 

						                                           Group	  
						      2007	 2006 
						      £000	 £000

	 Performance related bonuses					     9,747	 8,695 
	 Equity settled share-based payment schemes				    1,732	 1,696 
	 Cash settled share-based payment schemes					     110	 -	

								        11,589	 10,391	

 
The directors’ emoluments for the year ended 31 May 2007 and the comparative year can be found in the directors’ remuneration 
report on page 36.

The average monthly number of employees was made up as follows: 

						                                           Group	  
						      2007	 2006 
						      £000	 £000

	 Dealing, sales and client support					     244	 195 
	 Management and administration including IT				    160	 117	

								        404	 312	
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8. Finance revenue

						                                           Group	  
						      2007	 2006 
						      £000	 £000

	 Interest receivable from brokers					     5,155	 2,575 
	 Interest receivable from clients					     392	 -	  
	 Bank interest receivable					     17,057	 8,106	

								        22,604	 10,681	

 
Finance revenue includes £19,195,000 (2006 – £8,308,000) of interest receivable in respect of segregated and non-segregated 
client balances, part of which is held with brokers.

9. Finance costs

						                                           Group	  
						      2007	 2006 
						      £000	 £000

	 Interest payable to clients					     12,636	 3,272 
	 Interest payable to brokers					     174	 270 
	 Interest payable on interest-bearing loans					     1	 5 
	 Dividend on redeemable preference shares					     3	 3 
	 Other charges						      98	 61	

								        12,912	 3,611	

10. Taxation
(a)	 Tax on profit on ordinary activities
Tax charged in the income statement:

						                                           Group	  
						      2007	 2006 
						      £000	 £000

	 Current tax: 
	 Corporation tax on profit for the year					     21,791	 17,526 
	 Adjustment in respect of prior years					     (1,149)	 (978)	

	 Total current tax						     20,642	 16,548	  
	 Deferred tax: 
	 Origination and reversal of temporary differences				    385	 (1,076)	

	 Tax expense in the income statement (note 10(b))				    21,027	 15,472	



10. Taxation (continued)

(b)	Reconciliation of the total tax charge 
The tax expense in the income statement for the year is marginally higher than the standard rate of corporation tax in the UK of 
30% (2006 – 30%). The differences are reconciled below:

					     2007	 2006 
					     £000	 £000

	 Accounting profit before taxation					     68,894	 51,140	

	 Accounting profit multiplied by the UK standard rate of corporation tax of 30%		  20,668	 15,342	

	 Expenses not deductible for tax purposes					     1,123	 2,184 
	 Adjustment in respect of prior years					     (1,149)	 (978) 
	 Origination and reversal of temporary differences				    385	 (1,076)	

	 Total tax expense reported in the income statement				    21,027	 15,472	

 
The effective tax rate is 30.5% (2006 – 30.3%).

(c)	 Deferred income tax
The deferred income tax assets included in the balance sheet is as follows: 

						                                           Group	  
						      2007	 2006 
						      £000	 £000

	 Deferred tax assets:

	 Decelerated capital allowances					     936	 884 
	 Tax losses available for offset against future tax				    199	 755 
	 Share-based payments					     2,805	 469 
	 Open positions valuation at bid or offer					     -	 379 
	 Employees’ short-term compensated absences				    -	 24	

								        3,940	 2,511	

 
The tax losses available for offset against future tax relate to operating losses arising in overseas subsidiary companies, the 
recoverability of which is dependent on future operating profits in that entity. A deferred tax asset is recognised where it is 
anticipated that future operating profits will exceed the losses that have arisen to date. Where it is not anticipated that future 
operating profits will exceed the losses that have arisen to date a deferred tax asset is not recognised. At the balance sheet date 
deferred tax assets of £153,418 (2006 – £ nil) were not recognised because of uncertainty over the recoverability of tax losses 
against future operating profits.

Share-based payment awards have been charged to the income statement but are not allowable as a tax expense until the awards 
vest. The excess of tax relief in future periods over the amount charged to the income statement is recognised as a credit directly 
to equity.

The open positions valuation at bid or offer and the employees’ short-term compensated absences both arose because of the 
Group’s transition to IFRS in the year ended 31 May 2006. IFRS was not adopted in the financial statements of the individual 
entities within the Group and a deferred tax asset arose as a result of differences in the recognition of taxable items of income 
and expenditure between the Group financial statements and those of the individual entities. During the year ended 31 May 
2007, all Group companies adopted IFRS in their financial statements and as a result the deferred tax asset relating to transitional 
adjustments reversed in the Group financial statements.
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10. Taxation (continued)

The gross movement in the deferred income tax included in the balance sheet is as follows:

						                                           Group	  
						      2007	 2006	
						      £000	 £000

	 At the beginning of the year					     2,511	 1,435 
	 Income statement (charge)/credit					     (385)	 1,076 
	 Tax credited directly to equity					     1,814	 -	

	 At the end of the year					     3,940	 2,511	

	  
The deferred income tax (charge)/credit included in the income statement is made up as follows: 

	 Decelerated capital allowances					     52	 182 
	 Tax losses available for offset against future tax				    (556)	 286 
	 Share-based payments					     522	 469 
	 Open positions valuation at bid or offer					     (379)	 167 
	 Employees’ short-term compensated absences				    (24)	 (28)	

								        (385)	 1,076	

 
The deferred tax credited to equity during the year is as follows: 

	 Share-based payments					     1,378	 - 
	 Adjustment in respect of prior years for share-based payments			   436	 -	

								        1,814	 -	

 
The deferred tax asset recognised in equity relates to a deductible temporary excess of the estimated future taxation benefit and 
the amounts charged to date in the income statement.

11. Earnings per ordinary share
Basic earnings per share is calculated by dividing the profit for the year attributable to ordinary equity holders of the parent by 
the weighted average number of ordinary shares in issue during the year, excluding ordinary shares purchased by the Company 
and held as own shares held in Employee Benefit Trusts. Diluted earnings per share is calculated using the same profit figure as 
that used in basic earnings per share and by adjusting the weighted average number of ordinary shares outstanding to assume 
conversion of all dilutive potential ordinary shares. The following reflects the income and share data used in the basic and diluted 
earnings per share computations: 

						                                           Group	  
						      2007	 2006 
						      £000	 £000

	 Basic and diluted earnings attributable to ordinary shareholders			   47,867	 35,668	

	 Basic weighted average number of equity shares				    326,343,794	 326,506,126 
	 Effect of share-based payments					     3,288,896	 1,373,861	

	 Diluted weighted average number of ordinary shares				    329,632,690	 327,879,987	

	 Basic earnings per share					     14.67p	 10.92p	

	 Diluted earnings per share					     14.52p	 10.88p	
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12. Dividends

					                            	Company and Group 
						      2007	 2006 
						      £000	 £000

	 Declared and paid during the year:	
	 Final dividend for 2006 at 4.00p per share (2005 – nil)				    13,100	 - 
	 Interim dividend for 2007 at 2.00p per share (2006 – 1.50p)				    6,550	 4,913	

								        19,650	 4,913	

	 Proposed for approval by shareholders at the AGM:	
	 Final dividend for 2007 at 6.50p per share (2006 – 4.00p)				    21,288	 13,100	

 
13. Property, plant and equipment
Group

				    Office 
				    equipment, 	 Computer 
			   Leasehold	 fixtures and	 and other	 Motor 
			   improvements	 fittings	 equipment	 vehicles	 Total 
			   £000	 £000	 £000	 £000	 £000

	 Cost: 
	 At 1 June 2005			   1,518	 217	 5,555	 -	 7,290 
	 Foreign currency adjustment		  -	 -	 6	 -	 6 
	 Additions			   109	 33	 2,533	 7	 2,682 
	 Written off			   -	 -	 (3)	 -	 (3)	

	 At 31 May 2006			   1,627	 250	 8,091	 7	 9,975 
	 Foreign currency adjustment		  -	 -	 (9)	 -	 (9) 
	 Additions			   3,458	 122	 4,213	 -	 7,793 
	 Written off			   (351)	 (135)	 (712)	 -	 (1,198)	

	 At 31 May 2007			   4,734	 237	 11,583	 7	 16,561	

	 Depreciation: 
	 At 1 June 2005			   464	 120	 3,092	 -	 3,676 
	 Foreign currency adjustment		  -	 -	 4	 -	 4 
	 Provided during the year		  374	 49	 1,779	 3	 2,205 
	 Written off			   -	 -	 (1)	 -	 (1)	

	 At 31 May 2006			   838	 169	 4,874	 3	 5,884 
	 Foreign currency adjustment		  -	 -	 (7)	 -	 (7) 
	 Provided during the year		  857	 49	 2,605	 2	 3,513 
	 Written off			   (255)	 (127)	 (605)	 -	 (987)	

	 At 31 May 2007			   1,440	 91	 6,867	 5	 8,403	

	 Net book value at 31 May 2007		  3,294	 146	 4,716	 2	 8,158	

	 Net book value at 31 May 2006		  789	 81	 3,217	 4	 4,091	

	 Net book value at 1 June 2005		  1,054	 97	 2,463	 -	 3,614	
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14. Intangible assets
Group		

	 	 	 	 Client	 Development	 Software	
	 	 	 Goodwill	 lists	 costs	 and licences	 Total	
	 	 	 £000	 £000	 £000	 £000	 £000

	 Cost:	
	 At 1 June 2005	 	 	 105,786	 588	 3,093	 1,107	 110,574	
	 External purchases	 	 434	 -	 33	 442	 909	
	 Foreign currency adjustment	 	 (2)	 -	 -	 -	 (2)	

	 At 31 May 2006	 	 	 106,218	 588	 3,126	 1,549	 111,481	
	 External purchases	 	 -	 238	 -	 1,176	 1,414	
	 Written off	 	 	 -	 -	 (7)	 (47)	 (54)	

	 At 31 May 2007	 	 	 106,218	 826	 3,119	 2,678	 112,841	

	 Amortisation:	
	 At 1 June 2005	 	 	 -	 382	 2,021	 633	 3,036	
	 Provided during the year	 	 -	 206	 761	 351	 1,318	

	 At 31 May 2006	 	 	 -	 588	 2,782	 984	 4,354	
	 Provided during the year	 	 -	 111	 258	 487	 856	
	 Written off	 	 	 -	 -	 (6)	 (38)	 (44)	

	 At 31 May 2007	 	 	 -	 699	 3,034	 1,433	 5,166	

	 Net book value at 31 May 2007	 	 106,218	 127	 85	 1,245	 107,675	

	 Net book value at 31 May 2006	 	 106,218	 -	 344	 565	 107,127	

	 Net book value at 1 June 2005	 	 105,786	 206	 1,072	 474	 107,538	

	

The external purchase of goodwill in the year ended 31 May 2006 related to the purchase of the minority interest in IG Australia 
Pty Limited. The value of this acquisition was linked to the future performance of the Group’s Australian operation. This liability 
was settled in full during the year ended 31 May 2006 for £934,000, £500,000 of which was accrued in the year ended 31 May 
2005.
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15. Investment in subsidiaries
At cost:	

						                                       Company 
						      2007	 2006 
						      £000	 £000

	 At the beginning of the year					     301,471	 301,471 
	 Investment relating to equity settled share-based payments for subsidiary employees		  1,732	 1,696	

	 At the end of the year					     304,899	 303,167	

 
The following companies are all owned directly or indirectly by IG Group Holdings plc:

		  Country of 
	 Name of Company	 incorporation	 Holding	 Voting rights	 Nature of business

	 Subsidiary undertakings held directly:

	 IG Finance 	 UK	 Ordinary shares	 100%	 Financing

	 IG Group Limited	 UK	 Ordinary shares	 100%	 Holding company

	 Subsidiary undertakings held indirectly:

	 extrabet Limited	 UK	 Ordinary shares	 100%	 Fixed odds bookmaker

	 IG Asia Pte Limited	 Singapore	 Ordinary shares	 100%	 Margin trading and 
					      foreign exchange	

	 IG Australia Pty Limited	 Australia	 Ordinary shares	 100%	 Australia sales and 
					     marketing office

	 IG Finance Two	 UK	 Ordinary shares	 100%	 Financing

	 IG Finance Three	 UK	 Ordinary shares 	 100%	 Financing

	 IG Finance Four	 UK	 Ordinary shares 	 100%	 Financing

	 IG Financial Markets Inc	 USA	 Ordinary shares	 100%	 Non-trading

	 IG Index plc	 UK	 Ordinary shares	 100%	 Spread betting and 
					     fixed-odds bookmaker

	 IG Markets Limited	 UK	 Ordinary shares	 100%	 Margin trading and 
					     foreign exchange

	 IG Markets (Deutschland) AG	 Germany	 Ordinary shares	 100% 	 German sales and 
					     marketing office

	 IG Nominees Limited	 UK	 Ordinary shares	 100%	 Nominee company

	 ITS Market Solutions Limited	 UK	 Ordinary shares	 60%	 Software development 
					     and sales

	 Market Data Limited 	 UK	 Ordinary shares	 100%	 Data distribution

	 Market Risk Management Inc	 USA	 Ordinary shares	 100%	 Market maker	

 
Employee Benefit Trusts: 
IG Group Holdings plc Inland Revenue Approved Share Incentive Plan (UK trust) 
IG Group Limited Employee Benefit Trust (Jersey trust)
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16. Impairment of goodwill 
Goodwill has been allocated for impairment testing purposes to two cash generating units (CGU), which are also reportable 
segments, as follows:

				                                                                                                        Group 
						      2007	 2006 
						      £000	 £000

	 Financial						      100,968	 100,968 
	 Sport						      5,250	 5,250	

								        106,218	 106,218	

 
Goodwill arising on the purchase of IG Group plc by IG Group Holdings plc on 5 September 2003 has been allocated according 
to the profitability of the segments at that date. Goodwill arising since that date has been allocated to the financial segment as it 
related to the purchase of financial subsidiaries.

For the purposes of impairment testing of goodwill the carrying amount of each CGU (including goodwill) is compared to the 
recoverable amount of each CGU and any deficits are provided. The carrying amount of a CGU includes only those assets that can 
be attributed directly, or allocated on a reasonable and consistent basis in accordance with the segmental disclosure in note 4.

The estimated recoverable amount of each CGU was based on value in use calculated using the present value of projected 5 year 
future cash flows.

Key assumptions used in value in use calculations
The calculation of value in use for both business segments is most sensitive to the following assumptions:

	 Growth rate used to extrapolate cash flows beyond the budget period
	 Discount rate
	 Client recruitment rates
	 Average revenue per client

Projected future cash flows for each CGU, measured over a five year period, were based on Board approved two year budgets, 
reflecting past experience as well as future expected trends, and a subsequent growth rate of 5% which is below the average long 
term growth rates of the Financial and Sport businesses being 35% and 12% respectively.

The cash flows were discounted using a pre-tax discount rate of 12.2%, derived from the group’s weighted average cost of capital.

Client recruitment rates and average revenue per client were based upon actual amounts measured in prior periods which were 
projected forward in accordance with expected trends. 

The directors have performed sensitivity analysis around the cash flow assumptions and have concluded that no reasonably 
possible change in key assumptions would cause the carrying amount of either CGU to exceed its recoverable amount.

On the basis of the results of the above analysis there was no impairment of goodwill during the year.

In the previous year, the directors took the view that market capitalisation of the IG Group as a whole was a proxy for the 
aggregate fair value of the CGUs. A range of fair values for each business segment was determined by apportioning market 
capitalisation to each business segment, taking into account a number of factors including the relative profitability of each 
segment, segment growth rates and comparisons with other businesses. The range of fair values for each of the segments was 
then compared to the carrying amount, including goodwill. On the basis of the results of this testing, there was no impairment of 
goodwill during the previous year.
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17. Trade receivables

				                                                                                                        Group 
						      2007	 2006 
						      £000	 £000

	 Amounts due from brokers					     345,076	 121,857 
	 Amounts due from clients					     7,552	 5,254	

								        352,628	 127,111	

 
The fair value of collateral held as security against amounts due from clients at the balance sheet date amounted to £14,840,000 
(2006 – £14,097,000). The maximum exposure to credit risk at the reporting date is the carrying amount of each class of receivable 
as shown above.

18. Cash and cash equivalents

			                                        	Group                                                Company 
				    2007	 2006	 2007	 2006 
				    £000	 £000	 £000	 £000

	 Cash at bank and in hand			   92,116	 47,447	 607	 1 
	 Short-term deposits			   1,167	 605	 -	 - 
	 Client money held			   391,273	 199,225	 -	 -	

						      484,556	 247,277	 607	 1	

 
Cash and cash equivalents are deposited for varying periods of between one day and three months depending on the immediate 
cash requirements of the Group, and earn interest at the respective short-term deposit rates. The fair value of cash and cash 
equivalents is not materially different from the book value.

Net interest receivable on client balances amounted to £6,559,000 (2006 – £5,036,000).

Undrawn committed borrowing facilities amounted to £106m (2006 – £25m) at the balance sheet date.

19. Trade payables 

				                                                                                                        Group 
						      2007	 2006 
						      £000	 £000

	 Amounts due to clients					     726,144	 285,635	
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20. Other payables

			                                        	Group                                                Company 
				    2007	 2006	 2007	 2006 
				    £000	 £000	 £000	 £000

	 Accruals				    17,587	 13,971	 1,282	 415 
	 Other taxes and social security			   882	 633	 -	 - 
	 Amounts due to group companies			   -	 -	 3,793	 31,450	  
	 Loan notes				    -	 92	 -	 92	  
	 Dividends on redeemable preference shares			   3	 3	 3	 3	

						      18,472	 14,699	 5,078	 31,960	

 
The loan notes bore interest at LIBOR minus 1% and were repaid on 31 July 2006.	

21. Redeemable preference shares

					                                                           Company and Group 
						      2007	 2006 
						      £000	 £000

	 Authorised: 
	 Preference shares of £1 each					     40	 40 

	 Allotted, called up and fully paid:	  
	 Preference shares of £1 each					     40	 40 

 
The preference shares are entitled to a fixed non-cumulative dividend of 8% paid in preference to any other dividend. 
Redemption is only permissible in accordance with capital distribution rules or on the winding up of the Company where the 
holders are entitled to £1 per share plus, if the Company has sufficient distributable reserves, any accrued or unpaid dividends. 
The preference shares have no voting rights, except that they are entitled to vote should the Company fail to pay any amount due 
on redemption of the shares. The effective interest rate on these shares is 8% (2006 – 8%).

22. Equity share capital

					                                                           Company and Group 
						      2007	 2006 
						      £000	 £000

	 Authorised: 
	 500,000,000 ordinary shares of 0.005p each					     25	 25 
	 65,000 B shares of 0.001p each					     -	 -	

								        25	 25	

	 Allotted, called up and fully paid: 
	 At 31 May 2007 and 31 May 2006: 
	 327,500,959 ordinary shares of 0.005p each					     16	 16 
	 65,000 B shares of 0.001p each					     -	 -	

								        16	 16	

 

IG Group Holdings plc 
Notes to the Financial Statements at 31 May 2007             Report and Financial Statements 2007 71



IG Group Holdings plc 
Report and Financial Statements 2007             Notes to the Financial Statements at 31 May 2007

22. Equity share capital (continued)

Except as the ordinary shareholders have agreed or may otherwise agree, on a winding up of the Company, the balance of assets 
available for distribution after the payment of all of the Company’s creditors and subject to any special rights attaching to other 
classes of shares are distributed among the shareholders according to the amounts paid up on shares by them.

B shares
The B shares carry no entitlement to dividends and no voting rights. To the extent not already received by them the B 
shareholders shall, on a winding up of the Company be entitled to receive, from the trustee, a consideration equal to the amount 
realised by the sale by the trustee of approximately 122 ordinary shares for every B share held. 

23. Own shares held in Employee Benefit Trusts
The movements in own shares held in Employee Benefit Trusts in respect of employee share plans during the year were as follows:

					                                                           Company and Group 
						      2007	 2006 
						      £000	 £000

	 At the beginning of the year: 
	 994,833 (2006 – 994,833) ordinary shares of 0.005p each				    -	 -

	 Purchased during the year:	
	 211,612 (2006 – nil) ordinary shares of 0.005p each				    503	 -	

	 At the end of the year:	
	 1,206,445 (2006 – 994,833) ordinary shares of 0.005p each				    503	 -	

 
The Group has a UK resident Employee Benefit Trust in order to hold shares in the Company in respect of awards under the 
Group’s HM Revenue and Customs approved share incentive plan (SIP). At 31 May 2007 694,370 ordinary shares (2006 – 482,758) 
were held in the trust and at the balance sheet date have reduced shareholders’ equity by £503,124 (2006 – £24). These include 
148,351 ordinary shares (2006 – 89,071) which were not allocated to employees and are available for future SIP awards. The 
market value of the shares held conditionally at the balance sheet date was £2,296,629 (2006 – £1,071,723).

The Group has a Jersey resident Employee Benefit Trust which holds shares in the Company. At the balance sheet date the trust 
held 512,075 (2006 – 512,075) ordinary shares which are available to satisfy awards under the SIP and LTIP schemes. The shares 
held at the balance sheet date have reduced shareholders’ equity by £26 (2006 – £26). The market value of the shares held 
conditionally at the balance sheet date was £1,693,688 (2006 – £1,136,807).

Upon flotation of the Company on 4 May 2005 5,861,497 ordinary shares and cash of £2.4m were transferred to the Jersey 
Employee Benefit Trust by institutional shareholders in order to satisfy their obligations to holders of 48,059 B shares and 16,941 
B shares respectively. During the year ended 31 May 2007 33,640 (2006 – 4,600) B shares were sold by B shareholders to the trust. 
The trust sold 4,102,889 (2006 – 561,037) ordinary shares in order to realise the funds necessary to purchase these B shares. The 
trust unconditionally held 55,181 (2006 – 21,541) B shares at the balance sheet date. The Trust also held 9,819 (2006 – 43,459) B 
shares and 1,197,571 (2006 – 5,300,460) ordinary shares which it may sell in order to satisfy its obligations to B shareholders, all of 
whom are current or former employees.
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24. Reserves
Share premium
The adjustment to costs of share issue is in connection with professional fees associated with the flotation of the company on the 
London Stock Exchange in 2005.

Retained earnings
Retained earnings includes the share-based payment reserve which relates to the estimated cost of equity settled employee share 
plans based on a straight line basis over the vesting period. Retained earnings include a credit for the excess of the tax deduction 
for employee share-based payments over the amounts charged to the income statement. Retained earnings also include the 
foreign currency translation reserve which is insignificant in amount.

25. Employee share plans
The Company operates two employee share plans; a share incentive plan (SIP) and long term incentive plans (LTIPs) both of which 
are equity settled. In addition the Company operates a Shadow SIP scheme for Australian employees which is cash settled. The 
expense recognised in the income statement in respect of share-based payments was as follows:

				                                                                                                        Group 
						      2007	 2006 
						      £000	 £000

	 Equity settled share-based payment schemes				    1,732	 1,696 
	 Cash settled share-based payment schemes					     110	 -	

								        1,842	 1,696	

SIP awards made to UK staff
SIP awards are made available to all UK staff, except executive directors and are equity settled. There are no further performance 
conditions other than remaining in employment with IG for the term of each award. Shares awarded under the scheme are held 
in a UK trust in accordance with HM Revenue and Customs rules. Employees are entitled to receive dividends on the shares held in 
trust for as long as they remain employees. 

On 3 May 2005, the SIP awarded all UK employees, except executive directors, a total of 94,267 free shares which vested 
immediately and 470,758 additional free shares which vest after three years. The price of ordinary shares on the award date was 
£1.20.

On 24 August 2006, the Company invited all UK employees to subscribe for up to £1,500 of partnership shares when the share 
price was £2.38. IG offered to match every partnership share with 2 matching shares up to a maximum of £3,000. The matching 
shares vest after three years.

Shadow SIP awards made to non-UK staff
Shadow SIP awards are made to overseas staff and are cash settled. The fair value of these awards is estimated at the grant date 
using the Black-Scholes option pricing model taking into account the terms and conditions of the award. A liability is recognised 
over the expected vesting period and until the liability is settled it is re-measured at each reporting date with changes in fair value 
recognised in the income statement.

On 9 December 2005, Australian employees were awarded a total of 45,000 shares which will settle on a cash basis. There are no 
further performance conditions other than remaining in employment with IG for the term of each award. At the vesting date a 
bonus will be paid to each participant which is equivalent to the value of 2,500 IG shares at 31 May 2008. 
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25. Employee share plans (continued)

LTIP awards
LTIPs allow the award of nil cost or nominal cost shares. The fair value of awards made to UK staff is the price of ordinary shares 
at the grant date adjusted for the present value of future dividends to which the holder is not entitled. UK employees’ awards 
crystallise automatically on the vesting date. LTIP awards to Australian employees are legally categorised as options. They are 
identical to awards made to UK staff, except that Australian employees are required to exercise their options upon vesting. The fair 
values of awards made to Australian employees are calculated using the Black-Scholes option pricing model.

LTIPs vest if specific performance targets are achieved and are conditional upon continued employment at the vesting date. 
Performance is measured as the compound annual growth rate in fully diluted earnings per share over the three year vesting 
period. For each award a minimum performance target must be achieved before any shares vest and the awards vest fully once 
the maximum performance target is achieved. Further information on the Company’s LTIPs is given in the Directors Remuneration 
Report on pages 32 to 39.

On 16 May 2005, when the share price was 112.25p awards were made to staff, conditional upon growth in normalised earnings 
per share in the three years to 31 May 2008. The vesting date of these awards is upon publication of the Group’s results for the 
year ended 31 May 2008 which is expected to be 21 July 2008.

On 7 August 2006, when the share price was 217.0p awards were made to staff, conditional upon growth in diluted earnings per 
share in the three years to 31 May 2009. Further awards were made on 4 October 2006, when the share price was 261.75p. The 
vesting date of these awards is upon publication of the Group’s results for the year ended 31 May 2009 which is expected to be 27 
July 2009.

The maximum numbers of shares that vest based on the awards made are as follows:

	 Type of 	 Award date	 Share 	 Expected	 At the	 Awarded	 Lapsed	 At the end  
	 award		  price at	 vesting date	 beginning	 during the	 during the	 of the 
				    award		  of the year	 year	 year	 year 
						      No.	 No.	 No.	 No.

	 SIP	 4 May 2005	 120.0p	 3 May 2008	 393,687	 -	 (45,826)	 347,861

	 LTIP	 16 May 2005	 112.25p	 21 Jul 2008	 6,770,130	 -	 (1,016,425)	 5,753,705

	 Shadow SIP	 9 Dec 2005	 183.0p	 31 May 2008	 42,500	 -	 (7,500)	 35,000

	 LTIP	 7 Aug 2006	 217.0p	 27 Jul 2009	 -	 1,250,400	 (116,435)	 1,133,965

	 SIP	 24 Aug 2006	 237.61p	 23 Aug 2009	 -	 211,612	 (12,954)	 198,658

	 LTIP	 4 Oct 2006	 261.75p	 27 Jul 2009	 -	 427,143	 -	 427,143	

	 Year ended 31 May 2007				    7,206,317	 1,889,155	 (1,199,140)	 7,896,332	

	 Year ended 31 May 2006				    8,183,885	 45,000	 (1,022,568)	 7,206,317	
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25. Employee share plans (continued)

The weighted average fair values of the awards made were as follows:

						      At the 	 Awarded	 Lapsed	 At the end 
						      beginning	 during the	 during the 	 of the 
						      of the year	 year	 year	 year

	 Year ended 31 May 2007				    101.35p	 213.36p	 111.11p	 126.66p	

	 Year ended 31 May 2006				    101.15p	 164.00p	 102.53p	 101.35p	

 
Liability for cash settled awards
The carrying amount of the liability for the cash settled Shadow SIP scheme at 31 May 2007 is £109,518 (2006 – £86,180). No 
cash-settled awards had vested at 31 May 2007 (2006 – £nil). The weighted average fair value of cash settled awards which were 
granted in the previous year was £73,800 at the grant date. The following table lists the inputs to a Black-Scholes option pricing 
model used in calculating the liability:

Balance sheet date				    31 May 2007	 31 May 2006

	 Underlying share price (pence)						      330.75	 222.00 
	 Expected volatility (%)						      31	 45 
	 Risk-free interest rate (%)						      5.50	 4.50 
	 Expected life of awards (years)						      1.00	 2.00	

 
The expected life of the awards is not necessarily indicative of exercise patterns that may occur. The expected volatility reflects the 
assumption that the historical volatility is indicative of future trends, which may also not necessarily be the actual outcome. No 
other features of the awards were incorporated into the measurement of fair value.

Fair value of equity settled awards
The fair value of equity-settled share-based payments to employees is determined at the grant date. The weighted average fair 
value of the equity settled awards granted during the year was £4,030,659 (2006 – nil) at the grant date. For SIP awards, the fair 
value is determined to be the share price at the grant date without making an adjustment for expected dividends as awardees 
are entitled to dividends entitled over the vesting period. For LTIP awards made to UK staff, the fair value is determined to be the 
share price at the grant date after a deduction for the expected present value of future dividends over the vesting period. LTIP 
awards made to Australian staff are legally categorised as options and the fair value was calculated using a Black-Scholes option 
pricing model, using the following inputs:

Grant date					     16 May 2005	 7 Aug 2006

	 Share price at grant date (pence)						      112.25p	 217.0p 
	 Expected life of awards (years)						      1.14	 2.16 
	 Risk-free interest rate (%)						      5.00	 5.00 
	 Expected volatility (%)						      34 	 32 
	 Expected dividend yield (%)						      9.96	 7.68	  
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26. Net funds/(debt) 
Group	

			   At		  At		  At 
			   1 June	 Cash	 1 June	 Cash	 31 May 
			   2005	 flow	 2006	 flow	 2007 
			   £000	 £000	 £000	 £000	 £000

	 Cash at bank and in hand		  13,123	 34,324	 47,447	 44,669	 92,116 
	 Short-term deposits		  -	 605	 605	 562	 1,167 
	 Client money held		  107,427	 91,798	 199,225	 192,048	 391,273 
	 Loan notes			   (167)	 75	 (92)	 92	 - 
	 Redeemable preference shares		   (40)	 -	 (40)	 -	 (40)	

					     120,343	 126,802	 247,145	 237,371	 484,516	

27. Obligations under leases 
Operating lease agreements where the Group is lessee
The Group has entered into commercial leases on certain properties. The lessee has options of renewal on each of these leases 
with a notice period of three months. There were no restrictions placed upon the lessee by entering into these leases. 

Future minimum rentals payable under non-cancellable operating leases are as follows:

					     2007	 2006 
					     £000	 £000

	 Future minimum payments due: 
	 Not later than one year					     1,486	 1,097 
	 After one year but not more than five years					     4,544	 4,032 
	 After more than five years					     1,303	 2,278	

								        7,333	 7,407	

 
28. Transactions with directors
The Group had no transactions with its directors other than those disclosed in the directors’ remuneration report on pages 35-39.
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29. Related party transactions
During the year, fees amounting to £50,000 (2006 – £50,000) were paid to CVC Capital Partners Limited relating to the services of 
Robert Lucas as a director of IG Group Holdings plc of £30,000 (2006 – £30,000), and four other individuals as directors of IG Group 
Limited amounting to £20,000 (2006 – £20,000). 

Funds managed or advised by CVC Capital Partners Limited or its affiliates held 7.7% of the ordinary share capital of the Company 
at 31 May 2007 (2006 – 11.5% of the ordinary share capital).

The directors are considered to be the key management personnel of the Group in accordance with IAS 24. The directors’ 
remuneration report on pages 35 to 39 discloses all benefits and share-based payments made during the year and the preceding 
year to the directors.

The total compensation for key management personnel was as follows:

 					     2007	 2006 
					     £000	 £000

	 Salaries and other short-term employee benefits				    1,843	 1,583 
	 Post-employment benefits					     498	 392 
	 Share-based payments					     648	 386	

								        2,989	 2,361	

 
There were no further related party transactions during the year or the preceding year.

30. Derivatives and other financial instruments 
An explanation of the Group’s financial risk management objectives, policies and strategies are set out on pages 41 and 42 in the 
directors’ report.

Interest rate risk profile of financial assets and liabilities
The interest rate risk profile of the Group’s financial assets and liabilities as at the balance sheet date was as follows:

As at 31 May 2007

					     Within	 More than	  
					     1 year	 5 years	 Total 
					     £000	 £000	 £000

	 Fixed rate 
	 Redeemable preference shares (8%)				    -	 (40)	 (40)

	 Floating rate 
	 Trade receivables				    352,628	 -	 352,628 
	 Trade payables					     (726,144)	 -	 (726,144) 
	 Cash and cash equivalents				    484,556	 -	 484,556	

							       111,040	 (40)	 111,000	
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30. Derivatives and other financial instruments (continued)

As at 31 May 2006

					     Within	 More than 
					     1 year	 5 years	 Total 
					     £000	 £000	 £000

	 Fixed rate 
	 Redeemable preference shares (8%)				    -	 (40)	 (40)

	 Floating rate 
	 Trade receivables 				    127,111	 -	 127,111 
	 Trade payables					     (285,635)	 -	 (285,635) 
	 Cash and cash equivalents				    247,277	 -	 247,277 
	 Loan notes (LIBOR minus 1%)				    (92)	 -	 (92)

							       88,661	 (40)	 88,621	

 
Interest on financial instruments classified as fixed rate is fixed until the maturity of the instrument.

Interest on financial instruments classified as floating rate is re-priced at intervals of less than one year.  Trade receivables and 
payables include client and broker balances upon which interest is paid or received based upon market rates. Cash and cash 
equivalents includes client money equivalent to the amount included with trade payables. Other financial instruments of the 
Group that are not included in the above tables are non-interest bearing and are therefore not subject to interest rate risk.

The Company has floating rate interest rate risk from its cash and cash equivalents totalling £607,000 (2006 – £1,000) and fixed 
rate exposure from its preference shares of £40,000 (2006 – £40,000). In the previous year the Company and the Group had fixed 
rate interest rate exposure from loan notes of £92,000. The loan notes bore interest at LIBOR minus 1% and were repaid in full on 
31 July 2006.

Credit risk
The Group has credit exposure to the banks with which it deposits funds and the market counterparties with which it hedges. The 
Group sets limits for its maximum acceptable exposure to each market counterparty and bank to which it has credit exposure. The 
Group has no concentration of credit exposure to its clients and accepts collateral from clients to mitigate against credit risk. 

The Company has no significant exposure to credit risk.
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30. Derivatives and other financial instruments (continued)

Fair values of financial assets and financial liabilities
There are no significant differences between the fair value of the Group’s financial assets and liabilities and their carrying values in 
the financial statements. The trade receivables and trade payables are classified as held for trading. The book and fair value of the 
Group’s financial assets and liabilities, analysed into appropriate categories, is as follows:

					                     	Book value and fair value 
						      2007	 2006 
						      £000	 £000

	 Financial assets 
	 Cash and cash equivalents (note 18)					     484,556	 247,277 
	 Trade receivables (note 17)					     352,628	 127,111

	 Financial liabilities	
	 Loan notes (note 20)					     -	 (92) 
	 Redeemable preference shares (note 21)					     (40)	 (40) 
	 Trade payables (note 19)					     (726,144)	 (285,635)

								        111,000	 88,621	

 
The book and fair value of the Company’s financial assets and liabilities at 31 May 2007 amounted to net assets of £567,000  
(2006 – net liabilities of £131,000).

Currency risk
The functional currency of each company in the Group is that denominated by the country of incorporation as disclosed in note 
15. The Group’s currency exposures are measured and managed in Sterling. The net financial assets and liabilities analysed by 
currency at the balance sheet date were as follows:

					     2007	 2006 
					     £000	 £000

	 Sterling						      208,232	 115,218 
	 US Dollars						      6,784	 (13,077) 
	 Euro						      (133,702)	 (25,143) 
	 Australian dollars					     9,040	 6,025 
	 Other						      20,646	 5,598	  

								        111,000	 88,621	
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30. Derivatives and other financial instruments (continued)

Whereas the net financial assets and liabilities are denominated in the currencies shown above this does not represent the 
Group’s exposure to foreign currency risk. This is because the Group’s exposures to market risk are managed on a portfolio basis 
and the denominated currency does not necessarily match the exposure currency. The Group hedges its exposure to foreign 
currency risk within prescribed exposure limits as explained in the directors’ report on pages 41 to 42. The Group’s net exposure at 
each balance sheet date was as follows:

					     2007	 2006 
					     £000	 £000

	 US Dollars						      (8,155)	 3,121 
	 Euro						      707	 205 
	 Australian dollars					     376	 (671) 
	 Other						      3,367	 1,010	  

								        (3,705)	 3,665	

 
The Company’s exposure to currency risk is not significant.

Market risk and significant terms and conditions relating to financial instruments
The Group hedges the vast majority of its exposures to financial instruments and consequently, the directors consider these 
instruments do not represent a potentially significant exposure to market risk. In reaching this conclusion, the directors have 
considered:

	 �	net notional positions;
	 �	the underlying asset mix and the relative risks of asset classes including equity, interest rate and foreign exchange; and
	 �	sensitivity analysis relating to market movement assumptions.

Positions can be closed at any time by clients and can also be closed by the Group, in accordance with the Group’s margining 
rules. If after closing a position a client is in deficit, then the amount owing is repayable on demand to the Group. When client 
positions are closed, corresponding positions relating to the hedged position are closed with brokers. Accordingly the Group 
releases cash margin, which is repaid by brokers to the Group on demand.

31. Explanation of transition to International Financial Reporting Standards (IFRS)
This is the first year that the Company, IG Group Holdings plc, has presented its separate financial statements in accordance with 
IFRS. The last financial statements under UK GAAP were for the year ended 31 May 2006.

The Company has applied the provisions of IFRS 1, First-time Adoption of International Financial Reporting Standards. The date of 
transition to IFRS was 1 June 2005 and all comparative information in these Company financial statements has been considered to 
reflect the Company’s adoption of International Financial Reporting Standards at that date.

On the transition to IFRS, there are no adjustments to the equity or retained earnings at the date of transition, the reported profit 
or cash flows for the years ended 31 May 2006 or 2007. As such the reconciliation of reported profit under UK GAAP to IFRS is not 
presented.

With the early adoption of IFRIC11: IFRS 2 – Group and Treasury Share Transactions, the cost of the equity share-based payments 
made by the Company to employees of subsidiary undertakings are treated as an investment in the equity of that subsidiary. This 
has no effect on the reported net profit for the Company in the current or the previous financial years.
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31. Explanation of transition to International Financial Reporting Standards (IFRS) 
(continued)

The balance sheet of the Company as at 31 May 2007 includes the adjustment to the investment in subsidiaries for the amount 
of £1,732,000 (2006 – £1,696,000) and correspondingly an increase in the share-based payment reserve which is reported within 
retained earnings.

There are no adjustment on the balance sheet of the Company as at 31 May 2006 other than the adjustments to investment in 
subsidiaries and retained earnings as a result of the early adoption of IFRIC11, as set out below:

						     Effect of IFRIC11	  
					     UK GAAP	 adoption	 IFRS 
					     £000	 £000	 £000

Non-current assets 
Investment in subsidiaries				    301,471	 1,696	 303,167	

Capital and reserves 
Retained earnings				    144,284	 1,696	 145,980	  
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We have audited the Group and Company financial statements 
of IG Group Holdings plc for the year ended 31 May 2007 
which comprise the Group income statement, the Group and 
Company balance sheets, the Group and Company cash flow 
statements, the Group and Company statements of changes in 
shareholders’ equity and the related notes 1 to 31. These Group 
and Company financial statements have been prepared under 
the accounting policies set out therein.

We have also audited the information in the directors’ 
remuneration report that is described as having been audited.

This report is made solely to the Company’s members, as a 
body, in accordance with Section 235 of the Companies Act 
1985. Our audit work has been undertaken so that we might 
state to the Company’s members those matters we are required 
to state to them in an auditors’ report and for no other purpose. 
To the fullest extent permitted by law, we do not accept or 
assume responsibility to anyone other than the Company and 
the Company’s members as a body, for our audit work, for this 
report, or for the opinions we have formed.	

Respective responsibilities of directors and 
auditors
The directors are responsible for preparing the annual report, 
the directors’ remuneration report, and the Group and 
Company financial statements in accordance with applicable 
United Kingdom law and International Financial Reporting 
Standards (IFRS) as adopted by the European Union as set out 
in the statement of directors’ responsibilities. 

Our responsibility is to audit the Group and Company financial 
statements and the part of the directors’ remuneration report 
to be audited in accordance with relevant legal and regulatory 
requirements and International Standards on Auditing (UK and 
Ireland).

We report to you our opinion as to whether the Group and 
Company financial statements give a true and fair view and 
whether the Group and Company financial statements and the 
part of the directors’ remuneration report to be audited have 
been properly prepared in accordance with the Companies Act 
1985 and Article 4 of the IAS Regulation. We also report to you 
whether in our opinion the information given in the directors’ 
report is consistent with the Group and Company financial 
statements. The information given in the directors’ report 
includes that specific information presented in the operating 
and financial review and Chief Executive’s report that is cross 
referred from the review of business section of the directors’ 
report.

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

We review whether the corporate governance statement 
reflects the Company’s compliance with the nine provisions 
of the 2003 Combined Code specified for our review by the 
Listing Rules of the Financial Services Authority, and we 
report if it does not. We are not required to consider whether 
the board’s statements on internal control cover all risks and 
controls, or form an opinion on the effectiveness of the Group’s 
corporate governance procedures or its risk and control 
procedures.

We read other information contained in the annual report 
and consider whether it is consistent with the audited Group 
and Company financial statements. The other information 
comprises only the directors’ report, the Chairman’s statement, 
the Chief Executive’s report, the operating and financial review, 
the statement of directors’ responsibilities the corporate 
governance statement and the unaudited part of the directors’ 
remuneration report. We consider the implications for our 
report if we become aware of any apparent misstatements or 
material inconsistencies with the Group and Company financial 
statements. Our responsibilities do not extend to any other 
information.

Basis of audit opinion
We conducted our audit in accordance with International 
Standards on Auditing (UK and Ireland) issued by the Auditing 
Practices Board. An audit includes examination, on a test basis, 
of evidence relevant to the amounts and disclosures in the 
Group and Company financial statements and the part of the 
directors’ remuneration report to be audited. It also includes an 
assessment of the significant estimates and judgements made 
by the directors in the preparation of the Group and Company 
financial statements, and of whether the accounting policies 
are appropriate to the Group’s and Company’s circumstances, 
consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the 
information and explanations which we considered necessary 
in order to provide us with sufficient evidence to give 
reasonable assurance that the Group and Company financial 
statements and the part of the directors’ remuneration report 
to be audited are free from material misstatement, whether 
caused by fraud or other irregularity or error. In forming 
our opinion we also evaluated the overall adequacy of the 
presentation of information in the Group and Company 
financial statements and the part of the directors’ remuneration 
report to be audited.
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Independent Auditors’ Report
to the members of IG Group Holdings plc 



Opinion
In our opinion:

	 �	the Group financial statements give a true and fair view, in 
accordance with IFRS as adopted by the European Union, of 
the state of the Group’s affairs as at 31 May 2007 and of its 
profit for the year then ended; 

	 �	the Company financial statements give a true and fair view, in 
accordance with IFRS as adopted by the European Union as 
applied in accordance with the provisions of the Companies 
Act 1985, of the state of the Company’s affairs as at 31 May 
2007; 

	 �	the Group and Company financial statements and the part of 
the directors’ remuneration report to be audited have been 
properly prepared in accordance with the Companies Act 
1985 and Article 4 of the IAS Regulation; and

	 �	the information given in the directors’ report is consistent 
with the Group and Company financial statements.

Ernst & Young LLP 
Registered auditor	  
London								      
23 July 2007
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