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Corporate governance

The London Organising Committee of the Olympic Games and Paralympic Games Limited
(“the Company”) is a private company charged with organising the 2012 Games and has
responsibility for the delivery of all Games-time operations. It is recognised by the
International Olympic Committee (IOC) and International Paralympic Committee (IPC) as the
official Organising Committee and primary point of contact. The Company is accountable to
its stakeholders the Department of Culture, Media and Sport (DCMS), the Greater London
Authority (GLA) and the British Olympic Association (BOA), under the terms of a Joint
Venture Agreement. The Company is committed to meeting high standards of corporate
governance and as such the Board acknowledges its contribution to achieving management
accountability, improving risk management and ultimately building a world class Company to
deliver an inspirational Olympic Games and Paralympic Games.

The Board and its committees

The Board currently comprises the Chairman, Deputy Chairman, Chief Executive Officer,
Chief Financial Officer and thirteen Non-Executive Directors. The Chairman and Deputy
Chairman are responsible for ensuring that the Company fulfils its objectives in respect of
the planning, organisation, financing and staging of the operational elements of the Olympic
Games and Paralympic Games and for the management generally of the Company and its
business. The Board met six times during the year. A statement of the Directors’
responsibilities in respect of the financial statements is set out on page 12.

The Board has established an Audit Committee and a Remuneration Committee. Committee
chairmen are required to report regularly to the Board and to ensure that the relevant
committee has sufficient resources to undertake its duties.

Audit committee

The Audit Committee met twice during the year. Its members are Martin Stewart (Chairman),
Lord Moynihan, Murziline Parchment and Sir Craig Reedie. The Company Secretary acts as
secretary of the committee. The Chief Financial Officer attends each meeting. The Board is
satisfied that at least one member of the Audit Committee has recent relevant financial
experience and that the Audit Committee comprises only independent Non-Executive
Directors. As required, meetings are attended by the external auditors and by invitation the
Chief Executive Officer.

Remuneration committee

The Remuneration Committee met three times in the financial year and its members are Sir
Robin Wales (Chairman), Sir Craig Reedie and Jonathan Edwards. Throughout the year the
Remuneration Committee has comprised only independent Non-Executive Directors. The
committee is independently advised by Deloitte & Touche LLP which consults with the
Chairman of the Board on a regular basis.

Code of Ethics

The Company is subject to compliance with the Code of Ethics adopted by the 10C. The
Company has also adopted a Code of Conduct covering conflicts of interest to which all
Directors and staff are subject, a code of practice on gifts and gratuities and an anti fraud
policy. These policies are intended to ensure that all employees observe the spirit and letter
of relevant laws and exercise high standards of ethical conduct in all of the Company’s
activities. These include its dealings with stakeholders, creditors, sponsors, suppliers,
employees and the general community in which the Company operates.



Internal Control

The Directors acknowledge that they are responsible for the Company’s systems of internal
control and for reviewing its effectiveness. The system is designed to manage rather than
eliminate the risk of failure to achieve the Company’s strategic objectives and can only
provide reasonable and not absolute assurance against material misstatement or loss.

Within the context of establishing an internal audit function, a framework for identifying and
assessing the key risks impacting the achievement of the Company’s objectives was
presented to, and approved by, the Audit Committee at its March 2007 meeting. The
Company’s Management Committee has reviewed the framework and a list of key risks
identified for priority review and is in the process of developing an integrated approach to
risk within the existing corporate governance structure. In building the internal audit function,
the new head of risk assurance will work to ensure that the Company continuously reviews
priority risks and maintains a robust assurance process appropriate to its mission and
capable of adjustment in accordance with increased operational size and complexity.

The Company’s key risk management processes and system of internal control include the
following;

Management structure: The Management Committee, comprising the key functional heads
responsible for the day to day running of the Company, has established an Operations
Committee and a Deal Committee as part of the organisational structure for the oversight of
the Company’s activity. The terms of reference of the Operations Committee provide that it
considers matters relating to venue operations and proposals for changes to plans or
commitments which may be of significant impact. The terms of reference for the Deal
Committee provide that it considers all significant transactions to ensure that commitments
by the Company to pay or receive value are subject to appropriate review and approval.
These two committees consist of members of the management team and meet regularly to
undertake their duties. A joint committee has been established with key members of the
Company’s and the Olympic Delivery Authority’s (ODA) management teams, which meets
monthly to ensure coordination of areas of responsibility particularly in relation to venues.

Identification and evaluation of business risks: As the Company evolves, methods of
identifying and measuring business risks are continuing to be enhanced. Together with the
Board and its committees and generally with the management team, the Management
Committee and the committees it has established work together to develop and implement
key policies and internal control strategies for the Company. The Audit Committee has
adopted terms of reference for the risk assurance function and early in the new financial year
after this accounting period, the Company recruited a head of risk assurance. The objective
of the risk assurance function is to monitor the internal control framework of the Company.
The Audit Committee will oversee the risk assurance function ensuring the detailed work
plan established during the year and other operational reviews are focused on key areas of
the business and aligned to business risk.

Information and financial reporting systems: The Company has an extensive planning and
financial reporting programme which includes operational budgets for the year and lifetime of
the Company. The Board reviews and approves all operational budgets at the
commencement of the year. Performance is monitored and relevant action taken throughout
the year through the monthly reporting of key performance indicators, monthly cash flow
forecasts and information on key risk areas. A new ERP system was implemented 1 April
2007, strengthening the controls of the finance reporting function. The ERP system will be
implemented across other key functions in Human Resources and Procurement in the
coming financial year.



Report of the Audit Committee

The Audit Committee of the Board comprises Martin Stewart (Chairman), Lord Moynihan,
Murziline Parchment and Sir Craig Reedie. The Company Secretary acts as secretary to the
committee. The Chief Financial Officer attends each meeting. Meetings are attended by the
external auditors and other parties as required, including by invitation the Chief Executive
Officer.

The members of the Audit Committee have no personal financial interest in matters to be
decided, no potential conflicts of interest arising from their affiliations with external interested
parties and no day-to-day involvement in running the business. The relationships between
members and stakeholders (i.e. Lord Moynihan as Chairman of the BOA, Murziline
Parchment as staff member of the GLA, and Sir Craig Reedie as a member of the I0C) are
recognised and appropriately disclosed, consistent with the processes applicable to their
position as members of the Board of Directors.

The Audit Committee has formal written terms of reference with the full remit of the committee’s
roles and functions described.

The Audit Committee is a committee of the Board and its primary duties are to monitor and
review the Company’s financial reporting, internal controls and risk management, internal
audit and external audit. It is also responsible for reviewing the Company’s arrangements
for its employees to raise concerns, in confidence, about possible wrongdoing in financial
reporting or other matters.

The Audit Committee Chairman is required to attend the AGM prepared to respond to
guestions raised by stakeholders and the committee is required to compile an annual report
to stakeholders on its activities, covering the matters described herein.

The Audit Committee meets every two months and more frequently as required. During the
year the Audit Committee met twice, in January and in March. All members of the
committee attended the January meeting. All members other than Murziline Parchment and
Lord Moynihan attended the March meeting.

The Audit Committee has approved, and recommended adoption by the Board, the following
policies:

Code of conduct: To extend the coverage of the Company’s Code of Conduct as previously
adopted in July 2006 to all staff members, covering disclosure of interests (so as to identify
and manage conflicts appropriately).

Code of practice on gifts and gratuities: To ensure that payment or receipt of gifts and
hospitality is appropriate and above reproach, requiring all staff to communicate in the first
instance to line managers and to seek approval as necessary from the ethical compliance
officer before acceptance or payment.

Anti-fraud policy: To establish the explicit principle that fraudulent activity by any of the
Company’s staff, or any party with whom the Company deals, is unacceptable, by describing
what fraud is, giving examples of different types, and setting forth how staff members and
the Company should respond to actual or suspected fraud. It also established an external
referee to whom any relevant concerns may be communicated by employees through a
channel independent of management.

To fulfil its responsibility to monitor and review financial reporting matters and to oversee the
relationship with its external auditors, the committee met with external auditors in January
2007 to consider the audit plan for these financial statements. The committee met the
external auditors again in May 2007 to receive an update on the progress of the audit and
again in early July 2007 to review the draft report and Financial Statements prior to their
subsequent approval by the Board. 4



In order to fulfil its responsibility to review the Company’s internal financial controls, and
internal control and risk management systems, the committee received a report on internal
controls at its March 2007 meeting, and will plan to do so at least annually.

Following the establishment of the risk assurance function, which will have responsibility for
internal audit, the committee will meet regularly with the head of risk assurance to monitor
the internal audit plan and management’s responsiveness to findings and recommendations,
in order to assess the role and effectiveness of the function.

On behalf of the Board

Martin Stewart
Chairman of the Audit Committee
31 July 2007



Directors’ remuneration report

Remuneration committee and advisers

The Remuneration Committee of the Board comprises Sir Robin Wales (Chairman), Sir
Craig Reedie and Jonathan Edwards, all of whom are Non-Executive Directors.

During the year under review, the Remuneration Committee members had no personal
financial interest in matters to be decided, no potential conflicts of interest arising from their
affiliations with external interested parties, or from their specialist consultancy duties on
behalf of the Company, and had no day-to-day involvement in running the business.

During the period under review, the Remuneration Committee consulted with the Chief
Executive Officer on matters relating to Directors’ and other Management Committee
members’ performance and remuneration. The Chief Executive Officer, Chief Financial
Officer and Human Resources Director attended meetings by invitation. Directors are not
present at those parts of meetings where their own remuneration is discussed.

The Remuneration Committee is advised by Deloitte & Touche LLP.

The Remuneration Committee has written terms of reference delegated by the Board. These are
summarised below.

Terms of reference
The Remuneration Committee is a committee of the Board and its primary responsibilities
are to:
- Define the Company’s overall remuneration strategy;
- Set the component parts, relative potential sizes, and overall potential sizes of the
Executive Directors’ remuneration packages; and
- Consider and take responsibility for approving the Chief Executive Officer’s
recommendations on the remuneration of members of the Management Committee
and of other members of the senior management team with significant strategic
impact.

Remuneration strategy

The Company has a key role in delivering an inspirational, safe and inclusive Olympic
Games and Paralympic Games in 2012. The Remuneration Committee considers it
important that executive leadership be enabled to recruit, retain and motivate a high quality,
high performance team. The team must be able to build, organise and manage, and finally
wind down what will at its peak be a substantial, complex and dynamic organisation. World
class skills and experience will be required, drawn not only from the United Kingdom but also
where appropriate from further afield.

In light of these unique circumstances, the committee has adopted the following principles,
which collectively define the Company’s current overall remuneration strategy:

- Recruitment will at all times take account of the Company’s diversity and inclusion
agenda, which emphasises six strands of diversity: race, gender, disability, sexual
orientation, religion and age.

- The right quality and quantity of talent, skills, experience and ability must be
recruited, taking account of overall business plan budgets.

- As well as the many anticipated enthusiastic volunteers who will be recruited and
trained to help in the delivery of the Olympic Games and Paralympic Games in 2012,
the Company will seek to recruit high quality staff including world class specialists.

- Basic salaries will be benchmarked against the main employment geography — ie
London.

- In order to ensure that high quality recruits are attracted to join and remain with the
Company an element of bonus will be incorporated within the renumeration structure.



- In order to recognise the critical role the Chief Executive Officer has in the delivery of
the London Games, a greater proportion of his remuneration will be linked to
performance and continuity of service.

- The Company will aim to be a good practice, responsible employer and will also offer
a range of benefits, such as pensions, to its longer term employees.

This framework of principles provides a general guide to the operation of the remuneration
strategy. Experience elsewhere suggests that it will be necessary to implement this in a
practical, flexible manner and the Remuneration Committee will monitor and, if appropriate,
adapt the strategy in future years. Any major changes to this strategy will be disclosed in
future remuneration reports.

Elements of remuneration
Outlined below are the key elements of Directors’ and employees’ remuneration packages,
as they applied to the year under review.

Basic salary: Salaries and fees are reviewed annually taking account of benchmarks drawn
from the relevant markets. Where appropriate the majority of Directors, including all
Executive Directors, received a 4% increase in salary or fee with effect from 1 April 2007.
This was in line with the increase applied generally across the Company.

Bonus: For the year under review in this report, the Company has operated discretionary
bonus arrangements that have been driven primarily by an assessment of progress for the
Company as a whole. This assessment has been made by the Board and has been taken
into account by the Remuneration Committee in setting levels of bonus.

Other than for the Chief Executive Officer, the maximum bonus award that could have been
earned in the year under review, for all employees, was 10% of salary. The Chief Executive
Officer is eligible for a bonus of up to 75% of salary although, as explained below, a
considerable proportion of any bonus earned by the Chief Executive Officer is not paid
immediately, is subject to continuing employment, and is in part also subject to the future
performance of the Company.

The Chief Executive Officer was selected following a rigorous recruitment programme which
emphasised that the remuneration package would be structured so as to attract and retain
applicants with the extraordinary skill set required to carry out the Company’s mission. The
package provides for a bonus in respect of the current financial year of up to 25% of salary
to be paid in 2007, and the right to two further instalments of 25% of salary payable in Spring
2009 and after completion of the Games in 2012, if the Chief Executive Officer remains in
employment. The final instalment will also be adjusted based on the success of the Games.
This could mean that the final bonus element could be halved or, for exceptional
performance, could be doubled. For 2007, the Remuneration Committee approved a full
bonus for the Chief Executive Officer.

The Board considers that good progress has been made by the Company during this
financial year, and has awarded a bonus of 7% of salary to all employees who participate in
the Company bonus scheme.

The Chief Financial Officer is seconded from Deloitte & Touche LLP to whom the Company
pays a fee for his services. The Chief Financial Officer is not eligible to participate in the
Company bonus scheme nor is he eligible to receive any other employee benefits provided
by the Company.



Non-Executives

The remuneration of Non-Executive Directors is decided by the Chairman and executive
members of the Board, who take appropriate independent advice. Fees for the Chairman
are determined by the Board as a whole, subject to independent advice. Current fees for
Non-Executive Directors are £1,000 for each Board meeting attended and £500 for each sub
committee meeting attended.

Non-Executive Directors are not involved in any discussions or decisions about their own
remuneration. They do not participate in any of the Company’s incentive or retention plans
and are not eligible to join the Company’s pension scheme.

Directors’ remuneration
The remuneration of the Directors is as follows:

Basic salary Performance Total (5) Total
and fees related bonus 2007 2006
£ £ £ £
Executive directors:
Paul Deighton (1) 436,000 100,000 536,000 -
Neil Wood (2) 250,000 - 250,000 116,083
Non-executive directors:
Lord Coe (2) 285,000 - 285,000 156,616
Sir Keith Mills 62,500 - 62,500 100,000
Lord Moynihan 6,500 - 6,500 -
Simon Clegg 11,000 - 11,000 -
Michael Brace 11,000 - 11,000 -
Sir Philip Craven 8,000 - 8,000 -
HRH The Princess Royal 4,000 - 4,000 -
Sir Craig Reedie (3) 12,500 - 12,500 -
Sir Robin Wales 8,000 - 8,000 -
Richard Caborn (4) - - - -
Murziline Parchment 8,500 - 8,500 -
Dr Muhammad Abdul Bari 5,000 - 5,000 -
Martin Stewart 4,000 - 4,000 -
Jonathan Edwards (3) 14,500 - 14,500 -
Charles Allen 7,000 - 7,000 -
1,133,500 100,000 1,233,500 372,699

(1) The remainder of the bonus is deferred under the terms of the Chief Executive Officer's
bonus arrangements and may be paid in 2009 and 2012 as explained above.

(2) The amounts shown in respect of earnings in 2006 reflect a trading period of 8 months.

(3) Sir Craig Reedie and Jonathan Edwards are Non-Executive Directors of the Company.
They also provide services to and on behalf of the Company under consultancy agreements.
In addition to the fees in respect of their Non-Executive duties, during the year, the Company
purchased £12,000 (2006: nil) of consultancy services from Sir Craig Reedie and £87,000
(2006: nil) of consultancy services from Jonathan Edwards.



(4) Richard Caborn does not draw a fee for his services as a Non-Executive Director.

(5) Fees to Non-Executive Directors, includes amounts of £39,500 for meetings attended in
the 2006 financial year which were paid in the 2007 financial year.

On behalf of the Board

Sir Robin Wales
Chairman of the Remuneration Committee
31 July 2007



Directors’ Report

The Directors present their annual report and the audited financial statements for the year
ended 31 March 2007.

Principal activities
The Company is responsible for the planning, funding, preparation and staging of the 2012
Olympic Games and Paralympic Games.

Business review and future developments

The vision for the London 2012 Games is to host an inspirational, safe and inclusive Olympic
Games and Paralympic Games and leave a sustainable legacy for London and the UK.

The delivery of this vision is shared between Government, the Mayor of London, the
Company, the ODA, the BOA and the British Paralympic Association (BPA).

Two years into the project the Company continues to make excellent progress in the Games
planning lifecycle, a sentiment endorsed by the I0C Coordination Commission in June 2007.

The Company is focused on delivering on its four strategic imperatives; building a world
class organisation; working with our stakeholders to advance our joint responsibility for
planning and delivering a memorable games; working on the preparations needed to stage a
great games and ensuring that we manage our resources and costs whilst maximising
income to deliver a balanced budget.

A number of key milestones have been achieved during the year and post year end:

- In June 2006 the Venues team, alongside the ODA, finalised the Olympic Park
Master plan.

- Throughout the year the Company continued its goal to build a world class
organisation, filling a number of key management positions including a Commercial
Director, a Human Resources Director, a Director of Culture, Ceremonies and
Education and a General Counsel. The Company has now put in place the key
management team responsible for delivering the Games in 2012.

- The initial design of the Olympic Route Network was completed.

- In September 2006 the Marketing plan agreement was signed with the 10C which put
in place the framework for all of the Company’s marketing plans.

- The Company completed its Domestic Partner Sales strategy and in March 2007
Lloyds TSB was unveiled as the first domestic partner.

- The application process for the Pre-games Training Camps has been completed with
over 750 applications received.

- In June 2007 the Company unveiled the 2012 brand.

- In June 2007 the second IOC coordination commission visited London, reviewing the
progress to date. They provided a strong endorsement of the Company’s
achievements.

During the forthcoming year the Company will focus on its revenue raising efforts and plans
to announce a series of domestic sponsorship deals as the year progresses. Detailed
financial planning will continue to ensure that the Company’s plan for 2012 can be realised
within its available resources.

As set out in the governance report, the Company will continue to enhance its existing
controls to provide a robust operating framework for the organisation as it grows.

The forthcoming year will see the first major visible steps in the preparation for and staging
of a memorable Games in 2012. Major preparatory work will begin on the Olympic Park and
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while this is primarily the responsibility of the ODA, it will be a major milestone for London
2012 Games.

Significant planning for the Company’s participation in the Handover Ceremonies at the 2008
Games in Beijing will take place during the forthcoming year. A creative brief will be finalised
with production underway by the end of the financial year.

The detailed Games planning undertaken to date will continue throughout the year.
Significant focus will be applied to the Company’s telecommunications needs with the team
being expanded as the detailed work commences during the year.

The Company will continue working with the International Federations ensuring that all
sporting venues comply with the technical requirements and that, wherever possible legacy
is factored into design. The Company will seek to complete venue requirements and overlay
block designs and agree briefs for venues being delivered by the ODA.

The advanced planning for a carbon footprint program will be finalised in the year with the
launch of the first carbon offset project. In parallel a programme is being developed for
domestic sponsorship partners to participate in One Planet Olympic projects.

A framework for identifying the long term risks and uncertainties of the Company was
presented to the Audit Committee in March 2007. The newly appointed head of risk
assurance will work closely with the internal audit department in identifying and developing
the risks and uncertainties of the Company into a risk register. As with the other internal
controls of the Company the risk register will be refined and developed inline with Company
growth and activity.

Directors and their interests

The Directors of the Company who served throughout the period are shown in the list of
officers and professional advisors on page 1.

No Directors had an interest in the Company during the period.

Auditors
A resolution to reappoint Ernst & Young LLP as auditors will be put to the members at the
Annual General Meeting.

Directors’ statement as to disclosure of information to auditors

The Directors who were members of the Board at the time of approving the Directors’ report
are listed on page 1. Having made enquiries of fellow Directors and of the Company’s
auditors, each of these Directors confirms that:

. to the best of each Directors’ knowledge and belief, there is no information relevant
to the preparation of their report of which the Company’s auditors are unaware; and
. each Director has taken all steps a Director might reasonably be expected to have

taken to be aware of relevant audit information and to establish that the Company’s auditors
are aware of that information.

On benhalf of the Board 2 August 2007

Paul Deighton
Chief Executive Officer
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Statement of directors’ responsibilities in respect of the
financial statements

The Directors are responsible for preparing the financial statements in accordance with
applicable United Kingdom law and those International Financial Reporting Standards as
adopted by the European Union.

The Directors are required to prepare financial statements for each financial year which
present fairly the financial position of the Company and the financial performance and cash
flows of the Company for that period. In preparing those Company financial statements the
Directors are required to:

- select suitable accounting policies in accordance with IAS 8: Accounting Policies,
Changes in Accounting Estimates and Errors and then apply them consistently;

- present information, including accounting policies, in a manner that provides relevant,
reliable, comparable and understandable information;

- provide additional disclosures when compliance with the specific requirements in
IFRSs is insufficient to enable users to understand the impact of particular
transactions, other events and conditions on the Company’s financial position and
financial performance; and

- state that the Company has complied with IFRSs, subject to any material departures
disclosed and explained in the financial statements.

The Directors are responsible for keeping proper accounting records which disclose with
reasonable accuracy at any time the financial position of the Company and enable them to
ensure that the financial statements comply with the Companies Act 1985 and Article 4 of
the IAS Regulation. They are also responsible for safeguarding the assets of the Company
and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities.
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Independent auditors’ report

to the members of The London Organising Committee of the Olympic Games and
Paralympic Games Limited (formerly The London Organising Committee of the
Olympic Games Limited)

(Limited by guarantee)

We have audited the Company’s financial statements for the year ended 31 March 2007
which comprise the Income and Expenditure Account, the Statement of Changes in Equity,
the Balance Sheet, the Statement of Cash Flows and the related notes 1 to 22. These
financial statements have been prepared under the accounting policies set out therein.

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’ responsibilities for preparing the Report and financial statements in
accordance with applicable United Kingdom law and International Financial Reporting
Standards (IFRSs) as adopted by the European Union are set out in the Statement of
Directors’ Responsibilities.

Our responsibility is to audit the financial statements 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 financial statements give a true and fair view
and are properly prepared in accordance with the Companies Act 1985. We also report to
you whether in our opinion the information given in the Directors' Report is consistent with
the financial statements.

In addition we report to you if, in our opinion, the company has not kept proper accounting
records, if we have not 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 read other information contained in the Report, and consider whether it is consistent with
the audited financial statements. This other information comprises only the Corporate
Governance Statement, the Directors’ Remuneration Report and the Directors’ Report. We
consider the implications for our report if we become aware of any apparent misstatements
or material inconsistencies with the 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 financial statements. It
also includes an assessment of the significant estimates and judgments made by the
Directors in the preparation of the financial statements, and of whether the accounting
policies are appropriate to the 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 financial statements 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 financial statements.
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Opinion
In our opinion:
- the financial statements give a true and fair view, in accordance with IFRSs as
adopted by the European Union, of the state of the Company's affairs as at 31 March
2007 and of its result for the year then ended;
- the financial statements have been properly prepared in accordance with the
Companies Act 1985; and
- the information given in the Directors' Report is consistent with the financial
statements.

Ernst & Young LLP
Registered auditor
London
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Income and expenditure account

for the year ended 31 March 2007

Revenue

Administrative expenses
Operating deficit
Finance costs

Finance revenue

Result for the period

17 month period

Year ended ended

31 March 31 March

2007 2006

Notes £ £
3 72,865 -
(21,171,653) (8,261,119)

4 (21,098,788) (8,261,119)

6 (1,880,174) (548,783)

3 10,439 -
(22,968,523) (8,809,902)

Statement of changes in equity

for the year ended 31 March 2007

Opening balance

Result for the period

Closing balance

17 month period

Year ended ended
31 March 31 March
2007 2006

£ £
(8,809,902) -
(22,968,523) (8,809,902)
(31,778,425) (8,809,902)
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Balance sheet
at 31 March 2007

Notes
Non-current assets
Property, plant and equipment 8
Intangible assets 9
Financial assets 10
Current assets
Trade and other receivables 12
Cash and cash equivalents 13
Total assets
Current liabilities
Trade and other payables 14
Deferred Income 15
Financial liabilities 16
Non-current liabilities
Financial liabilities 16
Other payables 14

Total liabilities

Net liabilities

Capital and reserves
Income and expenditure reserve

2007 2006

£ £

5,255,949 2,307,616
20,718,737 18,166,855
904,426 -
26,879,112 20,474,471
1,688,027 1,084,620
20,474,251 517,206
22,162,278 1,601,826
49,041,390 22,076,297
9,480,149 4,024,868
20,773,087 -
3,756,336 764,699
34,009,572 4,789,567
46,610,243 26,096,632
200,000 -
46,810,243 26,096,632
80,819,815 30,886,199
(31,778,425) (8,809,902)
(31,778,425) (8,809,902)

The financial statements were approved by the Board of Directors on 26 July 2007

and were signed on its behalf by:

Paul Deighton
Chief Executive Officer
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Statement of cash flows
at 31 March 2007

17 month period

Year ended ended
31 March 31 March
2007 2006

£ £

Notes

Operating activities

Operating deficit (21,098,788) (8,261,119)
Adjustments to reconcile operating deficit to net
cash outflows from operating activities:

Depreciation 8 592,655 121,174
Amortisation 9 2,919,354 1,345,693
Increase in trade and other receivables (1,507,833) (1,084,620)
Increase in trade and other payables 5,701,379 4,024,868
Movement in deferred income 20,773,087 -
Net cash flow from operating activities 7,379,854 (3,854,004)

Investing activities

Interest received 10,439 -
Purchase of property, plant and equipment (3,585,491) (2,428,790)
Net cash flow from investing activities (3,575,052) (2,428,790)

Financing activities

New borrowings 19,335,279 6,800,000
Repayment of borrowings (1,650,000) -
Repayment of capital element of finance lease (1,418,942) -
Interest paid (114,094) -
Net cash flow from financing activities 16,152,243 6,800,000
Increase in cash 19,957,045 517,206
Cash and cash equivalents at the beginning of

the period 13 517,206 -
Cash and cash equivalents at the period end 13 20,474,251 517,206
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Notes to the financial statements
at 31 March 2007

Authorisation of financial statements and statement of compliance with IFRS

The financial statements of the Company for the year ended 31 March 2007 were authorised for
issue by the Board of Directors on 26 July 2007 and the balance sheet was signed on the
Board’'s behalf by Paul Deighton, the Chief Executive Officer, on 26 July 2007. The London
Organising Committee of the Olympic Games and Paralympic Games Limited is a company
limited by guarantee, incorporated and domiciled in England & Wales.

The Company’s financial statements have been prepared in accordance with International
Financial Reporting Standards (IFRSs) as adopted by the European Union as they apply to the
financial statements of the Company for the year ended 31 March 2007 and applied in
accordance with the Companies Act 1985. The principal accounting policies adopted by the
Company are set out in note 2.

Accounting policies
Basis of preparation

The financial statements have been prepared on a going concern basis. The Company has in
place a revolving credit facility which in the opinion of the Directors will enable the Company to
meet its debts as and when they fall due for the foreseeable future.

The Company’s financial statements are presented in Sterling.

Revenue recognition
I0OC Contribution

The Company receives a revenue contribution from the 10C representing a share of the 10C’s
broadcasting rights revenues. The Company will receive this contribution via cash settlements
in accordance with an agreed timeline with the 10C.

In consideration for these contributions, the Company have contractual obligations to stage the
2012 Olympic Games and Paralympic Games. For that reason, the Company will not have
satisfied their contract obligations with the IOC until the staging of the Olympic Games and
Paralympic Games in 2012. Consequently any contributions received prior to 2012 will be
deferred in the balance sheet until Games time in 2012 when all contributions will be recognised
in the income and expenditure account as revenue.

Local Sponsorship

Revenue will be received by the Company from local domestic sponsors in the lead up to 2012.
These revenues will be in support of staging the 2012 Olympic Games and Paralympic Games
and will vary in value and nature, cash or value in kind from sponsor to sponsor.

The Company will recognise revenue from local sponsors on a straight line basis over the term
of the individual sponsorship contract where income has been earned. Sponsorship revenue
which relates to specific events of services will be recognised when the events occur or services
are supplied. Any surplus of consideration received or receivable above amounts recognised
will be deferred in the balance sheet.

Intangible assets

Intangible assets, including patents and trademarks, are measured initially at cost and are
amortised on a straight line basis over their estimated useful lives.

The carrying value of intangible assets is reviewed for impairment whenever events or changes
in circumstances indicate the carrying value may not be recoverable.
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Accounting policies (continued)
Interest bearing loans and borrowings

All loans and borrowings are initially recognised at fair value less directly attributable transaction
costs. After initial recognition the loans are measured at amortised cost using the effective
interest method.

Pensions

The Company offers a pension contribution of 8% to employees, which is payable into a Group
Personal Pension Plan which operates on a defined contribution basis. For employees to be
eligible for the pension scheme they must make a minimum personal contribution of 2%. From
April 2006 the scheme is closed to employees who have applied for enhanced pension
protection from HM Customs and Revenue.

The pension costs represent the contributions payable in respect of the accounting period.
Borrowing costs

Borrowing costs are recognised as an expense when incurred.

Taxation

A UK resident company falls within the charge to corporation tax under the Income and
Corporation Taxes Act (ICTA) 1988. Due to specific provisions introduced in the 2006 Finance
Act, the Company is exempt from corporation tax effective from 22 October 2004, the date of
incorporation. No current or deferred tax has therefore been provided in the Company’s
financial statements.

New standards and interpretations not applied

At the date of authorisation of these financial statements the following standards, which have not
been applied, were in issue but not yet effective for the Company (effective date shown in
brackets).

IFRS 7 Financial Instruments: Disclosures (1 January 2007)
IFRS 8 Operating Segments (1 January 2009)

The Directors do not anticipate that the adoption of these accounting standards will have a
material impact on the Company’s financial statements.

Revenue
Revenue disclosed in the income and expenditure accounts is as follows.

17 month period

Year ended ended

31 March 31 March

2007 2006

£ £

Revenue 72,865 -
Finance revenue 10,439 -
Total Income 83,304 -
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Operating deficit
This is stated after charging:

Depreciation of owned assets
Amortisation of intangible assets

Operating lease payments — minimum lease
payments

Auditors’ remuneration

Audit of the financial statements

Other fees to auditors — Support in IT
procurement selection

Finance costs

Bank loans and overdrafts
Finance leases (see note 11)

17 month period

Year ended ended
31 March 31 March
2007 2006

£ £

592,655 121,174
2,919,354 1,345,693
470,188 178,819

17 month period

Year ended ended
31 March 31 March
2007 2006

£ £

65,000 20,000
165,572 -
230,572 20,000

17 month period

Year ended ended
31 March 31 March
2007 2006

£ £

865,416 74,252
1,014,758 474,531
1,880,174 548,783
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7. Staff costs and directors’ emoluments

17 month period

Year ended ended
31 March 31 March
2007 2006
£ £

€) Staff costs
Wages and salaries 8,253,597 2,306,030
Social security costs 819,171 240,838
Pension costs 414,959 85,502
9,487,727 2,632,370

The average number of employees during the year, including Directors, was as follows:

2007 2006
No. No.
Finance and administration 102 27

(b) Directors’ emoluments
17 month period

Year ended ended

31 March 31 March

2007 2006

£ £

Directors’ emoluments (1) 971,000 152,616

Amounts paid to third parties in respect of Directors’ 262,500 216,083

services

Company contributions paid to defined contribution - 4,000
pension schemes

1,233,500 372,699

During the year there were no Directors under the defined contribution pension scheme (2006:
1). The remuneration paid to Executive Directors is shown in the Directors’ Remuneration
Report.

(1) Directors’ emoluments include fees to Non-Executive Directors amounting to £39,500, for
meetings attended in the 2006 financial year which were paid in the 2007 financial year.
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9.

10.

Intangible assets

Cost:
At 1 November 2004
Additions

At 31 March 2006 and 1 April 2006
Additions

At 31 March 2007

Amortisation:
At 1 November 2004
Amortisation during the period

At 31 March 2006 and 1 April 2006
Amortisation during the year

At 31 March 2007
Net book value at 31 March 2007

Net book value at 31 March 2006

Trademarks
£

19,512,548

19,512,548
5,471,236

24,983,784

1,345,693

1,345,693
2,919,354

4,265,047

20,718,737

18,166,855

The Company has entered into agreements with the BOA and BPA to acquire the rights to
certain trademarks until 31 December 2012. The related lease obligation is recorded in

obligations under leases (see note 11).

Financial assets

31 March

2007

Non-current £
Forward exchange contracts (see note 16) 904,426

31 March
2006
£
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11. Obligations under leases

Operating lease agreements where the company is lessee

The Company has commercial leases for the three floors of its offices and for motor vehicles.
The average remaining duration of the office floors leases is between 5-6 years but the leases
contain options for renewal, with such options being exercisable 12 months before the expiry of
the lease term. The motor vehicles leases are renewable each year.

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

Not later than one year
After one year but not more than five years
After five years

31 March 31 March
2007 2006

£ £

415,951 348,464
5,909,258 4,565,635
1,276,609 3,803,312
7,601,818 8,717,411

Under a license agreement entered into by the Company and ODA, the total lease liability for

the office space, is shared between the two companies.

The figures above represent the

Company’s share only. They are net of the guaranteed minimum rental amounts payable by the

ODA under the terms of the license agreement.

Obligations under finance leases

The Company has entered into finance lease agreements with the BOA and BPA to acquire the

rights to certain trademarks over the period 1 October 2005 to 31 December 2012.

Future minimum payments due:

Not later than one year
After one year but not more than five years
After five years

Less: finance charges allocated to future periods

The present value of minimum lease payments is analysed as follows:

Not later than one year
After one year but not more than five years
After five years

31 March 31 March
2007 2006

£ £
4,700,000 773,942
20,329,174 13,558,976
4,000,000 9,815,198
29,029,174 24,148,116
(3,975,043) (4,161,037)
25,054,131 19,987,079
3,756,336 764,699
17,439,398 11,872,462
3,858,397 7,349,918
25,054,131 19,987,079
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12. Trade and other receivables

13.

Trade receivables
Other receivables

Cash and cash equivalents

Cash at bank and in hand

Cash at bank earns interest at floating rates based on daily bank deposit rates.

31 March 31 March
2007 2006

£ £
1,086,391 -
601,636 1,084,620
1,688,027 1,084,620
31 March 31 March
2007 2006

£ £
20,474,251 517,206

The majority of

the balance of cash at bank was received shortly before the year end and was subsequently

utilised to reduce the Company’s borrowings.

14. Trade and other payables

15.

Current

Trade payables
Other payables

Non-current

Other payables

Deferred Income

Deferred Income

31 March 31 March
2007 2006

£ £
2,849,169 1,748,549
6,630,980 2,276,319
9,480,149 4,024,868
200,000 -
31 March 31 March
2007 2006

£ £
20,773,087 -
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17.

18.

19.

The Company has entered into several forward foreign exchange contracts to protect certain
future foreign currency cash flows. The instruments used are accrual forward contracts and
conditional forward contracts. The accrual forward contracts have ceased accruing and the
hedge amounts are shown. The conditional forward contracts deliver variable notional amounts
depending on the spot rate at certain trigger dates. With one exception all the conditional
forward knock-out periods have expired leaving the contracts intact. The 9 August 2012 contract
will be subject to a knock-out if the exchange rate breaches 1.7975 on 29 May 2009.

The following is a summary of outstanding forward contracts as of 31 March 2007.

Accrual Forwards (GBP:USD)

Forward
Maturity date Notional amount rate
27 July 2011 $5.9m 1.794
31 July 2012 $4.0m 1.797
Conditional Forwards (GBP:USD)
Trigger Forward
Maturity date Notional amount date rate
27 July 2011 $25m or $50m 29/05/09 1.7975
26 July 2012 $25m or $50m 29/05/09 1.7975
9 August 2012 $25m or $35m 09/08/12 1.7975

Called up share capital

The Company is limited by guarantee. It has three members (see note 18) that each guarantee
to pay £1 in the event of the Company being wound up.

Ultimate controlling interest

The Company has three members who hold the ultimate controlling interest. The members are
the Secretary of State for Culture, Media and Sport, The Mayor of London and the BOA.

Contingent liabilities

If on the closure of the Company’s final books the Company has generated income greater than
US$815,000,000 from UK sponsorship, official suppliers and licensing it is required, as part of its
contract to purchase trademarks from the BOA, BPA and British Paralympic Enterprises Limited
(BPEL), to pay 5% of any surplus to the BOA and 2.5% of any operating surplus to the BPA and
BPEL.
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20.

21.

22.

Post-balance sheet events (Continued)

The Company has signed a loan facility with its new bankers Lloyds TSB. The loan is a rolling
draw-down multi currency facility of £75,000,000 repayable in full on 31 March 2013. The loan
can be utilised over the period to 31 March 2013 bearing an interest rate of LIBOR + 0.125%.
This facility replaces the variable rate multi currency loan 2008 shown in note 16 which it has
now cancelled.

Commitments

Under the Host City Contract with the IOC the Company has undertaken the commitment to host
the Olympic Games and Paralympic Games in 2012. The contract sets the detailed
commitments for the host city.

In accordance with the Host City Contract, in the event of a final surplus at the conclusion of the
2012 Olympics, the surplus will be divided as follows:

20% to the BOA
20% to the 10C

60% to the Company to be used for the general benefit of sport in the United Kingdom, as may
be determined by the Company in consultation with the BOA.

As set out by a letter of guarantee to the 10C dated 9 November 2004 and signed by the Prime
Minister and a letter of guarantee to the IOC dated 10 November and signed by the Chancellor
of the Exchequer on behalf of the United Kingdom Government, the United Kingdom
Government guarantee to provide all the necessary financial support to ensure a successful
Games and to act as the ultimate guarantor of Olympic funding.

The Host City Contract stipulates the Company is committed to providing to the IOC a 3% share
of revenue earned on the retail price of Olympic coin and banknote programmes.

The Host City Contract also requires the Company to pay to the IOC:

e 7.5% of the value of the cash consideration of all contracts pertaining to the Joint
Marketing Programme and ticket sales.

e 5% of the value of the consideration of all contracts which provide for the value in kind
pertaining to the Joint Marketing Programme.

Related party disclosures

During the year the Company made a £418,000 (2006: nil) contribution to the DCMS and
invoiced the DCMS £705,781 (2006: £878,819) as part of a cost sharing agreement.

The Company made purchases of £35,000 (2006: nil) from the GLA during the year. As at 31
March 2007 this balance was still owed to the GLA. During the year the Company received a
£15,000 grant from the GLA.

During the year five Directors of the Company held Board positions at the BOA. Lord Moynihan
served as chairman of the BOA, Simon Clegg served as Chief Executive of the BOA, Her Royal
Highness The Princess Royal is the President of the BOA, Sir Craig Reedie is a Non-Executive
Director of the BOA and Sir Philip Craven is a Non-Executive Director of the BOA. The
Company has an agreement with the BOA for the use of trademarks owned by the BOA. As at
31 March 2007, the present value of the liability due under this agreement is £20,168,697 (2006:
£19,987,079). This is payable to the BOA between 1 July 2006 and 31 December 2012. During
the year the Company made payments of £778,748 (2006: nil) to the BOA, of which £773,942
was for payments in relation to this agreement.

31



22. Related party disclosures (Continued)
Other related party interests

The Company and the ODA are the key delivery bodies of the London Olympic Games and
Paralympic Games. The ODA is primarily responsible for the delivery of new venues and
infrastructure. The two organisations are separate legal entities, are separately funded and
have separate and distinct governance arrangements. The Company and the ODA are co-
located and have a cost sharing agreement governing how costs are shared. The ODA became
a legal entity at the beginning of April 2006. During the year the Company invoiced the ODA
£2,814,114 (2006: £1,607,000) for its share of office running costs and made purchases of
£4,750 (2006: nil) from the ODA. As at 31 March 2007 there was an amount of £4,750 (2006:
nil) owed to the ODA and an amount of £317,210 (2006: nil) owing to the Company by the ODA.

Directors’ interests

During the year Neil Wood served as a Director of the Company and is also a Partner in Deloitte
& Touche LLP. During the year, the Company purchased £540,865 (2006: £330,497) of
services from Deloitte & Touche LLP, of which £250,000 (2006: £116,083) related to Neil
Wood's services as Chief Financial Officer of the Company. As at 31 March 2007 there was an
amount of £32,199 (2006: £207,893) owed to Deloitte & Touche LLP.

Sir Keith Mills served as the Chief Executive Officer of the Company during the year, resigning
on 3 April 2006. On 3 April 2006 Sir Keith Mills was appointed Deputy Chairman. During the
year Sir Keith Mills was contracted through KEM Management Limited and transactions between
the Company and KEM Management Limited amounted to £35,750 (2006: £110,000). Included
in this amount are Directors emoluments of £12,500 (2006: £100,000). As at 31 March 2007
there was an amount of £8,857 (2006: £13,750) owed to KEM Management Limited.

Sir Craig Reedie and Jonathan Edwards are Non-Executive Directors of the Company. They
also provide services to and on behalf of the Company under consultancy agreements. In
addition to the fees in respect of their Non-Executive duties, during the year, the Company
purchased £12,000 (2006: nil) of consultancy services from Sir Craig Reedie and £87,000
(2006: nil) of consultancy services from Jonathan Edwards.
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