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KPMG Hotdings Linited (formerly KPMG Hoeldings Plc)
Dircetors’ report and financial stalements
30 September 2010

Directors’ report

I[he directors prescnt their annual report and the audited financial statements of the company for the year ended 30 September
2010

Business review
Nature of the business

On 31 August 2010 the company was re-registered as a povate limited company and accordingly changed 1ts name 1o KPMG
Huoldings Limited IFollowang the change i status the share capital of the company was reduced from £10 93 milhon to
L100:000 1 iccognimon that although the company was then and continues 1o be solvent the company s accumulated losses
represent & permanent loss ol much ot this capital

Fhe company adts oy o holding and co-ordimating company tor a number of companies associated with KPMG LI P winch as
explamcd 10 note 14 to these financial statemants s the compam < immeduate controlling party During the yuar the company
was appomiud a corporate member ot KPMG LLP

I he principal nvesuments of the company at 30 September 2010 are set out i note 7
Strategy

e company 1s part of the KPMG Lurope 1 LP group (the group)  The purpose of the group 1s to turn knowludge into value for
the bunefit of 1ts <lients its people and the capital markets  The group s business plan for the vear ended 30 September 2010
continued to tocus on people chient rddanonships quality and reputation and profitable growth  Portormance of the group 15
maonitored regularly throughout the vear using a range of hev performance indicators (KPPIsy

The company acts as 4 holding company within the group and (= engaged solchv with the transactions associated with this
actviy - Henee there ware no speafic KPL s relating sodedy o the performance of the company

Performance and development during the year

The company gencrated o smali profit for the vear ended 30 September 2010 There was no divadend paid or received inthe vear
endud 30 September 2010 (2009 dividend recened £3 306 000 dividend paid £3 890 000)

Nnnancial position at the end of the year
I he net assets of the company were £3 600 000 at 30 Scpember 2010 (2009 L3 586 000)

1 he compeany has no external recavables or payables  The moyement m gross assels and babihines from year o vear s wholly
due o transactions wath subsichanes

I'vents aiter the vear end

In 1 ebruary 2011 the company acgquired 100% ovwnershup of Equaterra Europe Limited a provider of advisory services (see note
13)

Ireasury pohicies

[he company s Licasury policies focus on ensuring that thae are sutficient tunds to finance the business 1l detads of the
impact lor the company of these treasury policies and management of the associated rishs are given m note 13 to the finanual
slatements

Relationships and resources
Relationsiups with the comnuinn

All communiy support work of the group m the UK 15 channelled through KPMG LLP Siilarly environmental matiers in the
UK are managed through KPMG LLP The company made no poliical or chantable contnbutions 1 erther the current or prior
vLars

Directors and directors’ interests

I he. directors who held office durimg the vear were as follows

R Beanison

1G Gritiith-Jones

MD Blake Resigned 29 September 2010

All Anderson Appomted 29 September 2010




KPMG Holdings Limited (tormerly KPMG Holdings Ple)
Directors’ report and financiat stalements
30 Scptember 2010

Directors’ report continued

The companm s a wholly owned subsidiany of KPMG LI P The company s uitimate controlling party 15 KIPMG ECurope LLP
(F1LPY  The dircctors i office at the end of the financial vear therefore had no direct interest in the shares of the company or
anv other members of the KPMG Holdings group but by virtue ol thetr position as members of ELLP had an indirect interest in
the entire share capital of the company

I he company secretary 1s NK Chalhis
sclosure of information to auditors

I he directors who held office at the date ot approval of this directors report conlirm that so far as they arc cach aware there s
no relevant andit information of which the company s auditors are unaware and cach director has taken all the steps that he
ought to have taken as a director 10 make himself aware of any relevant audit information and 1o establish that the companv s
audtiors are aware of that information

Auditors

In accordance with Section 487 of the Companies Act 2006 the auditors will be deemed to be reappointed and Grant Thornton
will theretore continue 1n otfice

By ordur of the Board

VAL

Nigel Challis 15 Canada Square
Compam Seci etean y London

E14 5GL

28 March 2011

Statement of directors’ responsibilities i respect of the directors’ report and the financial
statements

I he directors are responsible lor prepanng the directors report and the financial statements in accordance with applicable law
and regulations

Company law requures the directors to prepare financial statuments for each financial year  Under that law they have clected to
prepare the finanaal statements in accordance with Inturnational Financial Reporting Standards as adopted by the European
Union

Under company law the directors must not approve the financial statements unless they are satistied that thev give a true and fair
vicw of the state of affairs of the company and of the protit or loss of the company tor that period

In preparing these finanaial statements the dircctors are required to

e sclect sutable accounting pohcics and then apply them consistenth
s make judgements and ¢siimates that are reasonable and prudent
s stale whether they have been prepared in accordance with IFTRS as adopted by the U and

s prepare the finanaial siatements on the goimg concern basis unless 1t 1s wappropriate to presume that the company will
continue 1 business

The directors are responsible for heeping adequate accounting records that are sufficient to show and explain the company’'s
transactions and disctose with reasonable accuracy at any time the financial position of the company and enable them to ensure
thai the linancial statements comply with the Companies Act 2006 They have general responsibibty for taking such steps as are
rcasonably open to thum to safcguard the assets ot the company and to prevent and detect fraud and other irregutanues

-~




KPMG Holdmgs Lunited (formerly KPMG Holdings Plc)

Directors report and financial statements
30 Sceptember 2010

Report of the independent auditor to the members of KPMG Holdings Limited

We have audited the tinancial statements ot KPMG Holdings Limuted for the year ended 30 September 2010 which comprise the
meome statement the statement of comprehensive meome  the statement ol financial position the siastement of changes in equity
the statement of cash flows and related notes  The financial reporting framework that has been apphed 1n their preparation 1s
applicable law and International Fnancial Reporuing Standards (FFRSs) as adopted by the Furopean Union

I'hss report 1s madc selelv to the company’s members as a body m accordance with Chapter 3 of Part 16 of the Companies Act
2006 Our audn work has been undertaken <o that we might state to the company's members those matters we are required to
state to thum i an auditor's 1epert and Jor no other purpose o the fullest extent pernitted by law we do not accept or assume
respanssbility to anvone other than the company and the company 's members as a body for our audit work for this report or tor
the opimens we have tormed

Respectiv e responsibilities of the directors and auditor

As explamed more fully n the statement of dircetors responsibilities on page 2 the directors are responsible lor the preparation
of the linanciat statements and for buing sansfied that they give a ttue and fair view  Qur responsibihty 1s to audit and expiess an
opirion on the financial statuments 1in accordance with the apphicable law and International Standards on Audiing (UK and
[rcland) 1 hose standards require us to comply with the Audiing Practices Board s (APB) s Ethical Standard tor Auditors

Scope of the audit of financial statements
A descniption of  the scope ol an auwdit of  finanual  statements s provided on the APB s websie at
wwwy {1 org uk/apb/scope/private odm

Opinion on financial statements

In our opinion the financal statements

e give atrue and fair view of the state of the company's affairs as at 30 Scptember 2010 and of 1ts profit for the yvear then
cnded

*  have been properhy prepated inaccordance with [FRSs as adopted by the Lutopean Union and

e have been preparcd in accordance with the requirement of the Companics Act 2006

Opimion on other matters preseribed by the Compamies Act 2006
In eur epimion the infermation grven in the dircctors report tor the financial year for which the financial statements are prepared
1~ consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companics Act 2006 requiees us to report to vou i (n
our opInion

¢ adeguate accounting records have not been kept or returns adequate for our audit have not been recerved trom branches not
visited by us or

¢ the financial statenmenis are not in agreement with the accounting records and returns or

o certain disclosures of dircetors remuneration spectfivd by law are not made or

o we have not recerved all the mformanon and explanations we require for our audit

fm %usacé/«/’

Mark Cardhft

Sentor Statiors Auditor

for and on behatf of Grant Thornton Uk LLP London
Statutory Auditer Chartered Accountants 3/ March 2011

@ Grant Thornton



Income statement
Jor the vear ended 30 Sepiember 20110

Revenue

Other oporating cxpenses
Operating loss

I"inancial mcome
IMnanuial expensc

Nt financial mcome

Profit/{loss) before taxation

[an expense

Profit/ (loss) for the financial vear

Statement of comprehensive income
Jor the year ended 30 September 201 ()

Profit/(loss) for the financial year

Fotal comprehensive income for the year

KPMG Holdings Limited (tormerly KPMG Holdings Plc)

Directors’ repott and financial statemenis
30 September 2010

Note 2010 2009
£000 £000
4 - (7 389)
. (7 389)

5 331 3948
5 (312) (607)

19 3341
19 (4 048)
6 (S (10)
14 (4 058)

2010 2009

£000 £000
14 (4 058)
14 (4 058)




Statement of financial position
at 30 September 2010

Assets

Non-current assets

Investments

Non-current loans and receivables

Current assets

Investments

I radle and other receivables

Cash and cash cquivalents bank balances

Total assets

Equity and habihities
Equity

Share capital

Retained earnings

Non-current habilities
Loan payable

Current habhhties
[rade and other payables

Total equity and habihities

KPMG Holdings Limited (formerly KPMG Heldings Plc)
Directors report and financial statements

30 September 2010

Nore 2010 2009
£000 £000

7 1,30t 1301
8 15,446 16,380
16,747 17,681

7 - 1362
g 13,489 13,226
- 32

13,489 14,620

30,236 32,301

12 100 10,950
3,500 (7.364)

3,600 3586

10 15,446 16,380
i1 11,190 12,335

30,236 32,301

The financial statements on pages 4 to 17 were approved by the board of directors on 2% March 2011 and were

signed on 1ts behalf by

Nae Messon

Adele Anderson
Drector

KPMG Holdings Limited 03512757




Statement of changes 1n equuity
at 30 September 2010

Balance at | Qctaber 2008
lotal comprehensive meome — koss tor the financial vear
Dividend pard duning the year

Balance at 30 September 2009
fota! comprehensive income — profit tor the financial year
Cancellation of shares

Balance at 30 September 2019

KPMG Holdings Limuted (formerly KPMG Holdings Ple}
Dircctors report and financial statements
30 September 2010

Aote Share  Retained Total
capital earnings equity

£000 £000 £000

10 930 584 11 534

- (4 0538) (4 058)

- (3 890y (3 890)

10 930 (7 364) 3 586

- 14 14

12 (10 830) 10 850 -
100 3,500 3,600

6




Statement of cash flows
for the vea ended 30 Sepienber 2010

Cash flows from operating activities
Protitf(loss) for the financial sear

Adystments for

Provisins against investments and recenables
Finanuial income

b inancial expense

Fay enpense

Operating result before changes in working capital
Ducrease o trade and ather recen ables
{(Decreasuyincrease in trade and other pavables

Cash (absorbed by Ygenerated from operations
Group rehict recerved/{(pad)
Compensation payments reecined from group underighings

Net cash (absorbed by Ygenerated from operating activities

Cash flows from investing activities
Dividends receved

Interest recened

Disposal of mvestments

1 oans advanced

Net cash flows from investing achivities

Cash flows from financing activities
Diadends paid
Loans received

Net cash flows from financing actinvities

Netderease i cash and cash cquivalents
Cash and cash equivalents at the begmming of the yaar

Cash and cash equivalents at the end of the year

KPMG Holdings Limited (formerlhy KPMG Holdimgs Ple)

Directors report and financial stalements

30 September 2010

Note 2010 2009
£000 £000
14 (4 038)

£ - 7 389
5 (331) {3 948)
h) 312 607
6 5 10
13 163

(1.472) 303

(1,459} 668

49 (111)

IS 1

(1,395) 558

- 33006

1 3

1.362 -
- (16 380)
1,363 (13071}
- (3 890)

- 16 380

- 12 490
32) (23)

32 55

- 32




Notes

KPMG Holdings Limted (formerly K PMG Holdings Ple)

Dhirectors report and financial siatements
30 Septemnber 2050

Jormng pare of the financial statements

Accounting policies

KPMG Holdings Linuted (the company) 1s a company wmcorporated in the UK In actordance with the exemption
avatlable m IAS 27 these financial statements present information about the company as a separate entity and not about
its group  Details of the group in which the results of the company are consehidated are given in note 14

The company & financial statements have been prepared by the directors 1n accordance with International T'inancial
Reporting Standards 1ssued by the [nternational Accounting Standards Board (IASB) as adopted by the Luropean
Union {adopted 1'RSs)

Ihe accounting pohicies set out below have been applied consistently to all periods presented 1 these financial
statements A number of amendments and interpretations to published standards have been endorsed by the Curopean
Umion with eltective dates such that thev fall o be applied by the company  Most notably the following amendments
and miteipretanens to published standards have buen apphed by the compans

. Impravements to 11 RSs (1ssued by the TASB mm May 2008) varous etlective dates all of which are mandatory
tor the year ended 30 September 2010

. Amendment 1o [FRS 7 improving Disclosuies about Fmancial Instruments — etfective tor penods beginmng on
or aftes | Tanuary 2009

. Improvements 1o ['RSs (1ssued by the TASI3 in Apnl 2009) vainous eltective dates some of which are for

pertods beginning on or after 1 Tuly 2009 others for periods begmning on or after | lanuary 2010 | he latter
have buen voluntarilv adopted in these financial staterments

I hese amendments have had no impact on these financial statemenis

lhe compamy  has previously voluntardly adopted the tollowing adopted [FRSs and related amendments and
mictpretations

. Revision to IAS 1 Presentation of T mancial Statements Revised 2007 voluntanly adopted in the year ended
30 Scptember 2009 This standard 15 eflectnv e tor inancial vears begmning on or atter 1 lanuary 2009
. Amendments 10 1AS 32 and 1AS 1 Puttable financial instrumenis and obligations arnising on liquidation

voluntarily adopted n the year ended 30 September 2009 This standard 15 effective for tinancial years
begimning on or atter 1 lanuary 2009

[here are no other adopted IFRSs amendiments or interpretattons that sequire mandatory application  The followimng
amendment has buen endorsed and will bu adopted by the company in the year ending 30 September 2011

. Revisud TAS 24 Related Party Disclosures eftcctinve for pertods beginning on or alter 1 January 2011

1t 15 expected that this change will result i a small number of insigmficant changes to disclosures but otherwise have
no mpact

Basis of preparation

{ hese financial statements have been prepared in accordance with adopted IFRSs  The financial statements have been
approved by the directors  The financial statements are prepared on the historical cost basis

The preparation of financial statements in conformity with adopted 1FRSs requires management to make judgements
estimales and assumptiens that affeet the application ot pelicies and reported amounts of assets and habihues income
and ¢xpenses  ludgements made by management in the application ot adopted 1M'RSs that have a significant effect on
the financial statements and estimates with a significant nisk of matenial adjustment n the next year are discussed n
note 2

[he functional and presentation curreney of the company 1s the pound sterling  The financial statements are presented
n thousands ot pounds (£000) unless otherwise specified



KPMG Holdings Limited {tormerly KPMG Holdings Plc)
Drrectots 1eport and financial staiements
30 September 2010

Notes continued

Accounting pohicies continucd

Foreign currency

Iransactions n foreign currencies are recorded at the foreign exchange rate ruling at the date of the transaction
Monutary asscts and habilities denomimated 1in toreign currencies at the vear end are translated at the foreign exchange
rate ruling at that date  Forugn exchange differences arsing on translation are recogmised in the ncome statemens
within financial income or expense as appropriate

Taxation

lax on the profit or loss for the year comprises current and deferred tax Tax s recogmised in the income statement or
statement of comprehensive income under the relevant heading and related balances are carred as tas payvable or
recetvdble n the statement of financial posion

Current tax 1s the expected tax pavable on the taxable income tor the vear using tax rales enacted or substantively
enacted at the vear end and any adjustment to tax pavable in respect of previous vears

Dederred tax s provided on temporary ditferences between the carrving amounts of assuts and liabilines tor financial
1eporting purposcs and the amounts used for tanation purposes  [he amount of deferred tax provided 15 based on the
expected manner of realisation or scitiement of the carrying amount of assets and habihties using tax rates enacted or
substantively enacted at the vean end

A deferred 1ay assct 1s recognised only (o the ostent that 1t s probable that future tasable profits will be available
against which the asset ¢an be utilised
Financialt income and expense

Fmancial meome and expense comprises dividend mmcome [oan interest income and expense. bank mterest income and
forergn oxchange gans and Tosses  Interest income and oxpense 15 recognised as 14 acerues using the elfective interest
method

Non-derwvative financiat instruments

Non-derivative financial mstruments comprise

Imesiments

Non-current and current mvestments are stated at cost less provision lor imparment
Aon-cunrent locns and 1ecenables

Non-current loans and recevables are maally recognised at tair value based upon the estimated present value of future cash
flows discounted at the mathet rate of anterest at the vear end  Subsequent to imitial recognition non-current loans and
recenvables are recorded at amortsed cost

Fiade and other recen ables

Irade and other receivables are recognised at fair value based upon discounted cash flows at provailing interest rates or
at their nominal amount less imparment losses 1t due in less than 12 months  Subsequent to nitial recognition trade
and other recervables are valued at amortised cost less impairment losscs

Foans payable

Loans pavable are imtially recogmised at fair value based upon the estunated present value of future cash flows discounted at
the market rate of interest at the yvear end  Subsequent to initial recognition loans pavable are recorded at amortised cost

11 ade and other pavables

frade and other pavables are recogmnised at far value based upon the nominal amount outstanding  Subscquent to
tnittal recogmition they are recorded at amortised cost

Cash and cash equinalenis

Cuash and cash cquivalents comprise cash balances and call deposns The cash and cash equivalenis are stated at therr
normunak values as this approvimates to amortised cost




KPMG Holdings Limuted (formerly KPMG Holdings Plc)

Ducctors report and (inanciat statcments
30 September 2010

Notes continued
1 Accounting policies contimued

Impairment

The carrving amounts of the company s assets are reviewed at each vear end 1o determine whether there 1s anv indication
of impawment 1t any such ndication exists the asset s recoverable amount s estimated

The recoverable amount oi recervables carried at amortised cost 1s caleulated as the present value of ¢stimated tuture
cash flows discounted at the original elfective mierest rate {being the eifective nterest rate computed at mtial
recognition of these financal assets) Recervables with a short duration are not discounted

I he recoverable amount of other assets 1s the greater ot their fair value less costs to sell and value in use  In assessing
value 1 use the estimated future cash Mows are discounted to thewr present value using a pre-tax discount rate that
retlects current market assessments ot the tme value of money and the risks speaific to the asset

An imparmrment loss 15 recognised whenever the carrving amount of an assct or s cash-generating unit exceeds 1ts
recoverable amount  Imparment losses are recognised m the income stalement

An impairment loss v respect of a finaneial asset carried at amortised cost 15 reversed if the subsequent ncrease 1n
recoverable amount can be related objectivelv (o an cvent oceurnng after the impairment loss was recognised

2 Accounting estimates and judgements
I he directors of the company do not consider there 10 be amy criteal accounting judgements i apply ing the company s
accounting pohicies  However the tollowing 1s considered a key source of cstimation uncertainty
Carrving vafue of imestments

In considering the carrving value of nvestments the company considers the ustumated future profitabibity of 1ts
subsidiaries A different assessment of the futwre profitability may result n o ditlerent value being determined for
mvestnents

3 Personnel numbers and costs

[he company employed no stalt durimg the period  Management services are carried out on behalf of the company by
fellow group undeitahings no charges are levied for these scrvices  No remuneration was paid to the directors for therr
services o the compant

4 Other operating expenses

Othor operating C\puitses LOMPISE NNPAINBCnl Provisons agdinst investments of £ml (2009 £7 328 000) and £nil
(2009 £61 000) against amounts due from other LLLP group undertakings

e auditor s remuncration of £3 000 (2009 £4 000) was borne by KPMG I LP

10



Notes continued
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KPMG Holdings Limued (fomerlv KPMG Holdings Plc)
Directors report and financiat statements

30 September 2010
Fimancial income and expense
Recognised in profit or loss 2010 2009
£000 £000
Interest income 1 3
Dividends receaved - 3 306
Loan mterest ncont {see note 8) 330 639
Financial meome 331 3948
Loan imterest expense (see note 10) (2658) (607)
Prchange losses N -
Financial expense (312) (607)
[ax expense
Analvsis of tax charge inthe year
2010 2009
£000 000
Crarent yea
Group relicd pav able 17 24
Compensation payments reeelyable (12) (14)
Lax expense im meome statement 5 10
2010 2009
£000 £000
Curtent year oy reconcifiaion
Proit/(loss) betore tavation 19 (4 048)
Pretit{loss) muluphed by average standard rate of corporation tax in the Uk of 28%
(2009 28%) 5 (1133)
[mpact ot ttems not lasable - 1143
UK corporation lax arising on transler pricing adjusiments 12 14
Compensatien payments recetvable relatmg to transder pricing adjustments (12) (14)
Actual tax chaige lor the yaar as above s 10

The tax charge largeds results from the impact of UK transler pricing legislation  However a payment o compensate
KPAMG Holdings Limited 15 made by dellow group undertahings where appropnate

Paviment for group rehief surrendered 1s generally made at 28% (2009 28%) No deferred tay arose in erther vear




iNotes continued

7 Iny estments

Cont
At begmning and «nd of year

Provisions
At begimning and end ol year

Net book value
At 30 September 2010

AL 30 September 2009

KPMG Holdings Linuted (tormerly KPMG Holdigs Ple)
Directors report and financtal statements

AL 30 September 2010 the prinaipal entities in which the company had a significant interest were

Subsidary undertahings

Held directh
KPAMG Umited kingdom Ple
KPMG UK Eimited

Held mdrectly
KPMG Audit Pl

Prinaipal activity

Specialist advisory services
Cmploymunt company

Statutory audits and related services

30 September 2010

Shares n
group
undertakings
£000

I 746

10 443

1,301

1 301

Percentage of
ordinary shares

100
100

100

All of the above subsidianies mahe up thor accounts to 30 Scptember cach year and all are incorporated 1in England and

Wales

During the vear the company s mvestment i KPMG Corporate Finance LLC (0 US incorporated enlity providing
speciabist advisory services) was sold tor consideration of £1 362 000 which matched the arrying value of the
nvesument (after approprigte impatrment provisions) held as a current asset investment at 3¢ Scptember 2009

During the vear the company was appointed a cotporate member of KPMG LLP

company has not contributed capitat to KPMG LLP

No pavment was required and the



KPMG Holdings | imited (formerly KPMG Holdings Plc)
Directors report and financral statemenis
30 Seprember 2010

Notes continued

8 Non-current loans and receivables
2010 2009
£000 £000
Amounts due from other LELP group undertakings 15,446 3 640
Amounts due from other KPMG Interaattonal member firms - 12740
15,446 16 380

Amounts due from other 1 LP group undertakings are denominated i curos and are due for repayment on the carhier
ol 10 years from 1 Oclober 2008 or the date the member firm leaves the ELLP group  The loans altract interest at o rale
of 3% above Funbor

One of these loans was ckasstiled in 2009 as an amount due from other KPMG International member {irms  as the
company involved was not then part of the LLLIP group

9 T'rade and other receivables
2010 2009
£000 £000
Amounts due trom other ELT P group undertakimgs 13,489 12 741
Amounts due Trom other KPMG Intetnational member firms - 485
13,489 13 226

All reeeivables tall due within one vear
10 Loan payable

I'he loan pavable relates to a loan advanced by a tellow ELLP group undertabing s loan s also denominated i
curos (s subject o the same repavment terms as the loans receivable {see note 8) and so 1s classified as @ non-current
lability  The loan attracts interest at a rate o 1% above Curibor

I Irade and other pavables
2010 2009
£000 £000
Amounts due to other ELLP group undertabings 11,190 12333




KPMG Holdings Limited (formerh KPMG Holdings Pic)

Buectons report and financial stalcmcents
30 Seplember 2010

Notes continued

Capital

Share capural

2010 2009
£000 £000
Authorsed
100 000 (2009 10 930 000) Ordinary shares of L1 cach 100 10950
Allonted, called up and fully pard
100 000 (2009 10 930 000} Ordinary shares of 11 each 100 10 930

I he share capital of the company 1s entuely owned by KPMG LLP (see note 14)  Capnial requirements ar considered
by the group from time to time  Lhe share capital of the company s considered o bu the onlv capital 1o be managed
the objectives Tor managing capital bemg to cnsure that the company remams selvent  There are no oxternally imposed
waptial requuements

During the year the company was 1e-registered from 4 public hmited company to a private company and subsequently
10 830 000 shares were cancelled tollowmg a caputal reduction

Financial mnstruments

Fancal instruments held by the company anse dircetly from its operations  Lhe main purpose of these financal
msteuments s o finance the operaiions ot the company 1t 1s and has been throughout the perwod under review the
group s policy that no tradimg m financal nstruments shall by undertahen

[he company has exposure 10 market nisk credit nish and hquidity nsh ansing from s use of financial nstruments
Tus note presents mformation about the company s vyposure o cach of the above nishs  The company adheres 10
group objectin s policies and processes for measunng and managing risk

lhe ELLP board has overall tesponsibihty for the estabhishment and oversight ol the group s risk management
tramework 1he group s rish management policics are ostabhished to identify and analyse the risks taced by the group
1o scl appropriate risk limits and contols and to montor risks and adherenee 1o s Risk management policies and
svalems are teviewed regalarly to reflect changes i market conditions and the group s activities [he group through
s tramng and management standards and procedures ams to develop a disuiphned and constructive control
emvironment t which all emplovees understand ther reles and obligations

Further quantitative disclosurcs are ncluded throughout these financial statements
a) Market rish

Market risk s the sk that changes i market prices such as toreign exchange rates and interest rates will affect the
company s mcome or the value ol ts holdings of financial instruments I he objpctive of market rish management 1s Lo
manage and control market nsh exposurcs within acceptable parameters while optinusing the return

I'he company uses der atives on a case by case basts 1 order 10 manage marhct risks The company docs not hold or
1ssue derivative financial mstruments tor trading purposcs

Interest rate 11vh

I he company laces intercst rate rishs trom myvesting and financing activitics 1 he positons held are closely monntored
by the treasury department and proposdls are discussed 1 align the positions with market expeciations Use of interest
rate options or swaps 1s considercd bui no such dervatives were in fact entered into duning the vear

Fxchange taic i ish

The tunctional currency of the company 1s the pound sterhing  However certan ¢vpenses and charges trom other
KREPMG International member firms are denominated n other currencies

The company has awcess o group currency cash balances in grder 10 Cover vxposure 10 enisting toreign currency
recervables and payables and also to committed future transactions denominaled m a toreign currency
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Financial instruments continued

by  Credit rish

Credit risk 15 the risk of financial loss to the company 1f a counterparty 10 a {inancial strument farls to meet 1ts
contractual obligations and ariscs principally from the company s receivables

Exposure to credit risk

Ihe maximum exposure to credit nisk s represented by the carrving amount of the company s financial assets as set out
1 the teble below

2010 2009

£000 £000
L.aans and recenvables
Non-current assels amoeunts due from other FLID P group undertakings 15,446 3 640
Non-current assets  amounts due from other KPMG [nternational member finms - 12 740
Cuwrrent assets amounts due from other ELLP group undertakings 13,489 12741
Current assets amounts due lrom other KPMG Enternational member irms - 485
Current investments - 1 362
Bank balances - 32
Total financial assets 28,935 31000

There were no significant impaimment provisions against the company s financial assets  Lhe non-current receivables
due from other ELLP group undatakings rank alter other unsecured creditors of the relevant KPMG member firms in
Spamn

c) Liqudity risk

Liquidity nisk s the risk that the company will not be ablc to meet its financial obligations as they fall due  The
company s approach to managing hiquidity is to cnsure that it will ahways have sutficient hquidity to meet 1ts habilitics
when they tall duc without incurrig vanaceeptable fosses or rishing damage to the group s reputation

The locus of the group s treasury policy 15 to ensure that there are sutficient tunds to finance the business  Surplus
tunds arc normally invested according to the assessment of rates of return available through the money market

The treasu v department monitors the company s cash position dailv and 1t 1s the group s policy 1o use finance facihties
or 1o mvest surplus funds cificiently T imits are mamtamed on amounts to be deposited with ¢ach banking counterpart
and these are reviewed regularly in the hght of market changes

I he company has the followig non-dernvative financial habihitics measured at amortised cost

2010 2009

£000 £000

Non-current liabihities loan pavable 15,446 16 380
Current habilities amounts due 10 other ELLP group undertahings 11,190 12 335
26,636 28715
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Financial instroments continucd

None of the company s current financial habilities are mterest bearing  Hence the contractual cash flows cqual the
carrving amount  Whilst the company s non-current liabthiies bear interest al 1% above Eunibor this 1s matched by
amounts recervable bearing interest at 3% above Eunbor - Since the repavment terms of both these loans are matched
the directors do not consider there to b any Liguidity rish

dy  Interestarate rish

lhe financial asscis ol the company are non mterest bearing  with the exception ol the non-currint loans and
recenvables and bank balances which are vanable rate instruments | he interest risk arising from the variable rate non-
current loans and reccivables is matched with a vanable rate non-current iabiity - Hence no cash low sensiivity 1s
presented in this regard

Castr flove sersun ity analvss for yanable vare mstruments

A change of 100 basis points 10 micrest rates during the vear would have inereased or decreased profit by £200 (2009
£400) This analysis assumies that all other vanables remain constant

¢} Exchange rate rish

A st out above the company generally trades in its functional correncey  The company has Euro denonunated non-
cutrent loans and reectvables matched by cqual Ture denominated non-current [abilities such that no oxchange rate
1ish 15 deemied 1o arise on these balances  [he company has no other matenial reecivables or payables denvminated in
currencies other than steching at either 30 Soptember 2010 or 2009

N Fair salues

[he wstmated fan values ol the company  financial asscts and habilities approximate their carrving valucs at 30
September 2010 and 2009 largels owing to therr short maturits Fhe company s non-current assels and labihties are
inturest bearmg at mterest rates that approsimate the relevant discount rates  Hence the fair value of these balances also
approsmiaies thar careying vatues at 30 September 2010 The bases for determming tair values ate disclosed m note
1

Related party disclosures
Ihe companv s wholly owned bv KPMG LLP a limaed Lability partnership registered in England and Wales i

which 1t s also a corporate membet

In October 2007 KPMG LLP and the KPMG International member firm in Germany merged their previousiv
independent practices  As a result ot the merger the company s uttimate controlling parts became ELLIP

Lhe largest group in which the results of the company were consolidated at 30 September 2010 was that of 11 P The
accounts of ELLP are available 1o the public and may be obtamed from the principal place of business Mane-Curie-
Strasse 30 60439 ranklurt am Mam Gormany and at www kpmg cuw/annualreport No other group accounts include
the results of the company

I'he company has a related party relationship with s fellow group undertakimgs  The company aiso has a related party
relauonship with kev management considered to be the statwtory directors ol the compam

Transactions with group under takings

Whilst management services are carried out on behalt of the company by tellow group undertakings no charges are
levied for these services
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Related party disclosures continued

I ransactions with group undertahings dunng the vear were os tollows

2010 2009
£000 £000
Loan mterest receivable 330 639
Loan interest pavable (265) {607)
Corporalion tax COMpLsation pavinents = current vear (12) (1)
Group relicd — current year 17 24

Durtng the vear the company recerved dividends ot tmil (2009 £3 306 000) and paid a dividend of il (2009
£3 890 000)

At vear end balances with group undertahings were as follows

2010 2009
£000 £000
Non-current loans and recen ables
Amounts duc from other ELL P group undertakings 15,446 3 640
Irade and other recen ables
Amounts due trom other ELLP group undantakings 13,489 12 741
Non-current liabihities
| oan pas able (15.446) {16 380)
Irade and other payables
Amounts due 10 group undertakngs (11,190) (12335)

lienmisactions with hev managemeni {)L’l‘.)f)”}](!{

Fhe directors of the company arc all scparatelv members of FLLP and therefore have annterest i the transactions set
out above  Kov management personnel reecive no directors emoluments for their services to the company - There are
no other transactions with kev management personnel  There were no balances duc o or from key management at
vither 30 Sepiember 2010 or 30 Septembar 2009

Events after the year end

In I'ebruary 2011 the company acgquired 100% ownership ot Equaterra Europe Limited  a provider of advison
survices tor consaderabion of USS22 mulhon




