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Directors’ report and financial statements
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Directors’ report

The directors present their annual report and the audited financial statements of the company for the 15 months ended 30
September 2012

Business review
Nature of the business

In October 2011, the entire 1ssued share capital of the company was acqured by KPMG Holdings Limuted (see note 13)
Following the change of ownership, the company changed its name from Xantus Limuted 10 KPMG CIO Adwvisory Limted

The activity of KPMG CIO Advisory Linuted 1s the provision of information technology consultancy services, particularly chent-
side advice across the IT hfecycle, including IT strategy, architecture, sourcing, change delivery and service management

Strategy

KPMG CIO Advisory Limuted’s strategy reflects that of KPMG Europe LLP (ELLP), s ulumate controlling party at 30
September 2012 (sce noie 15} The purpose of the ELLP group (the group) 15 to turn knowledge into value for the benefit of 1ts
clents, 1ts people and the capital markets More specifically, the defined strategy for KPMG CIO Advisory Linuted 1s to focus
on the quality and integnity of advisory services

The group’s business plan for the year ended 30 September 2012 continued to focus on people, chent relationships, quality and
reputation, and profitable growth Performance of ihe group 1s monitored regularly throughout the year using a range of key
performance indicators (KPIs) including matters relevant to the group’s Management Consulting practice (of which the company
forms part) There were therefore no specific KPI's relating solely to the performance of the company

Change in year end and accounting convention

The company has changed its accounting reference date from 30 June to 30 September to coincrde with the rest of the group
These results therefore cover the 15 month penod to 30 September 2012 The company has also adopted International Financial
Reporting Standards as adopted by the European Umon as its accounting convention The change has had no impact on the
company’s reported results or assets and habilities see note 1

Performance and development during the period

Revenue ncreased significantly as the benefits of tegration into KPMG UK are realised Profit levels in the penod suftered
from inefficiencies ansing from the integrauon but are expected to improve 1n the current year No dividends were paid in the
current financial period (2011 £384,000)

Financial position at the end of the period
The company's financial position remains satisfactory with net assets of £5,883,000 at 30 September 2012 (2011 £4,247,000)

The level of unbilled amounts for chent work increased in line with the ncrease 1n revenues, but the level of trade receivables
decreased These assets are morutored regularly (particularly in the current economuc circumstances) as part of the working
capital management of the group

Treasury policies

The company’s treasury pohcies focus on ensuring that there are sufficient funds to finance the business  Full details of the
impact for the company of these treasury policies and management of the associated risks are given 1n note 13 to the financial
statements

Relationships and resources
Relationsinps with chients

Fundamental to the company’s strategy 15 strengthening existing, and buitding new, relationships, with growth based on a quality
sales culture Relationships with clients are monutored through the group’s routine client service review

Relationslups with employees

The employees of the company now compnse the directors, within the meaning of the Compares Act 2006 (as hisied below) and
the company secretary The directors are separately members of KPMG LLP, the company’s intermediate parent entity, and of
ELLP They receive no remuneration from KPMG CIO Advisory Limited {or services performed for the company

Following the change in ownership and integrating the company into KPMG UK, charges are recewved from KPMG UK Linuted,
a company set up for stalf employment purposes, in respect of the services it provides in respect of employees working on
assignments for KPMG CIO Advisory Limiied Charges are also received from KPMG LLP 1n respect of services provided to
the company by members of KPMG LLP who are authonsed to sign contracts and related matenial on behalf of the company




KPMG CIO Advisory Linuted (formerly Xantus Limited)

Directors’ report and financial statements
30 September 2012

Directors’ report continued

Every effort 15 made to ensure that there 1s no discnmination, direct or indirect, agamst disabled persons 1n any human resources
policies or actions, cluding recruitment  Employees who become disabled will, wherever possible, be retained 1n employment
with the same opporturuties for training and career development

Considerable emphasis 15 placed on open and elfective communication between the company’s directors and the employees of
KPMG UK Limited This communication operates principally through regular meeungs, newsletiers and electronic mail
bulleuns

Relationships with the commumity

All commumity support work of the group 1n the UK 15 channelled through KPMG LLP  Sumlarly, environmental matters in the
UK are managed through KPMG LLP  The company made no political or chanitable contnibutions in the current period (2011
chantable contributions £7,100)

Relationshups with creditors

Following the change in ownership, services (o the company are provided principally by KPMG LLP and 1ts subsidiaries
Arrangements are 1n place to settle these accounts generally one month 1n arrears  Services provided by other suppliers are not
matenal and no amounts were outstanding at the period end The company does not follow a speafic standard or code for
payment, its policy 18 (o agree terms of business with suppliers and to settle their accounts 1n accordance with such agreed terms

Future development and performance

Risk management and mtemal control systems exist within the group to ensure that nsks affecung the future development and
performance of the group are mitigated A number of nisks genernic to the accounung profession are also relevant to the future
development and performance of the company

»  Regulatory changes — the ability of the company, and of the group, to react to future changes in regulation,
e  Falure to win key chents — the ability of the company to win and maintain key chent relanonstups, and
e  Falure to mamntarn service quality — the ability of the company to consistently deliver high standards of client service

Each of these risk areas 1s considered by the board of ELLP as part of the overall nsk management of the group
Going concern

The financial position of the company, its cash flows and hiquidity position are discussed above The company has access to a
broad range of business expertise within the group and as a consequence, the Board believes that the company 15 well placed to
manage 1ts business risks successfully  After making enquiries, the Board has reasonable expectation that the company has
adequate resources to conlinue 1n operational existence for the foreseeable future  Accordingly, the Board continues to adopt the
going concern basis in preparing these financial statements

Darectors and directors’ interests

The directors who held office dunng the period were as follows

R Benmison Appomted 1 October 2011, resigned 10 May 2012
A Cates Appointed 1 October 2011, resigned 30 July 2012
S Collins Appointed 30 July 2012

P Crozier Resigned 1 October 2011

JG Gnffith-Jones Appointed 1 October 2011, resigned 30 July 2012
H Jackson Resigned 1 Ociober 2011

R Kerry Resigned 1 October 2011

PLlong Appomnted 1 October 2011

¥ Marsh Appointed 30 July 2012

S Ross Resigned 1 October 2011

S Watmough Resigned 1 October 2011

D Yip Resigned 1 October 2011
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The company is a wholly owned subsidiary of KPMG Holdings Limuted, a company owned by KPMG LLP (sce note 15) The
company’s ulumate controlling party 1s ELLP The directors in office at the end of the financial year therefore had no direct
interest 1n the shares of the company or any other members of the KPMG Heldings group but, by virtue of their position as
members of KPMG LLP and ELLP, had an indirect interest in the entire share capital of the company

The company secretary 15 CG Cleaves
Disclosure of information to the auditor

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each aware, there 18
no relevant audit information of which the company's auditor 1s unaware, and each director has taken all the steps that he ought
to have taken as a director to make humself aware of any relevant audit information and to estabhsh that the company’s auditor 1s
aware of that information

Auditor

In accordance with Section 485 of the Compantes Act 2006, Grant Thornton UK LLP were appouted as auditor of the company
during the period In accordance with Section 487 of the Compames Act 2006, the auditor will be deemed to be reappointed and
Grant Thornton UK LLP will therefore continue 1n office

By order of the Board
CG Cleaves 15 Canada Square
Company Secretary London

El4 5GL

24 June 2013

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

The directors are responsible for preparing the directors’ report and the financial statements 1n accordance with applicable law
and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law they have elected to
prepare the financial statements 1n accordance with International Financial Reporung Standards as adopted by the EU and
applicable law

Under company law the directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the company and of the profit or loss of the company for that penod

In prepanng these financial statements, the directors are required to

+  select suitable accounting policies and then apply them consistently,

+  make judgements and esumates that are reasonable and prudent,

#  state whether they have been prepared 1n accordance with IFRS as adopted by the EU, and

s  prepare the financial statements on the going concern basis unless it 1S napproprate (o presume that the company will
continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company’s
transactions and disclose with reasonable accuracy at any ume the financial position of the company and enable them to ensure
that the financial statements comply with the Companies Act 2006 They have general responsibility for taking such steps as are
reasonably open to them to safeguard the assets of the company and to prevent and detect fraud and other 1rregulanies
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Independent auditor’s report to the members of KPMG CIO Advisory Limited

We have audited the financial statements of KPMG CIO Advisory Limited for the 15 months ended 30 September 2012, which
comprise the mcome statement, the statement of comprehensive income, the statement of financial position, the statement of
changes 1n equity, the statement of cash flows and related notes The financial reporting framework that has been applied 1n their
preparation is applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European Union

This report 1s made solely to the company's members, as a body, n accordance with Chapter 3 of Part 16 of the Companies Act
2006 Our audit work has been undertaken so that we might state to the company's members those matiers we are required to
state to them in an auditor's report and for no other purpose  To the fullest extent permiited 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 the directors and auditor

As explamed more fully in the statement of directors’ responsibilities on page 3, the directors are responsible for the preparation
of the financial statements and for being sansfied that they give a true and fair view Qur responsibility 1s to audit and express an
opinton on the financial statements in accordance with apphicable law and International Standards on Auditing (UK and Ireland)
Those standards require us to comply with the Auditing Practices Board’s (APB)’s Ethical Standards for Auditors

Scope of the audit of finanaial statements
A description of the scope of an audit of financial statements s provided on the APB’s website at
www frc org uk/apb/scope/private cfm

Opinion on financial statements

In our opinion the financial statements .

e give a true and fair view of the state of the company’s affairs as at 30 September 2012 and of its profit for the penod then
ended,

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

*  have been prepared 1n accordance with the requirements of the Companies Act 2006

Opimon on other matter prescribed by the Companies Act 2006
In our opimon the information given n the directors” report for the financial penod for which the financial statements are
prepared 1s consistent with the financial stalements '

Matters on which we are required to report by exception
We have nothing to report 1n respect of the following matters where the Companies Act 2006 requires us to report to you 1if, 1n
our opinion

e adequate accounting records have not been kept, or returns adequate for our audit have not been received from branches not
visited by us, or
the financial statements are not 1n agreement with the accounting records and retumns, or
certain disclosures of directors’ remuneration specified by law are not made, or
we have not recerved all the information and explanations we require for our aucht

e

Mark Cardiff

Senior Statutory Auditor

for and on behalf of Grant Thornton UK LLP London
Staiutory Auchtor, Chartered Accountants o 7 June 2013

o GrantThornton




Income statement
for the 15 months ended 30 September 2012

Revenue

Personnel costs
Depreciation and amortisation
Other operating expenses

Operating profit

Financial income
Financial expense

Net financial income

Profit before taxation

Tax expense

Profit for the financial perod

Statement of comprehensive income
for the 15 months ended 30 September 2012

Profit for the financial period

Total comprehensive income for the period

KPMG CIO Advisory Limited (formerly Xantus Liited)
Dhrectars’ report and financial statements

30 September 2012

Year
ended 30
June
Note 2012 2011
£000 £000
25,512 15,993

4 (12,867) (9,148)

8 (118) (202}

3 (11,218) (4,990)
1,309 1,653
6 77 8
6 72) -
5 8
1,314 1,661

7 (452) (478)
862 1,183

Year

ended 30

June

2012 2011

£000 £000

862 1,183

862 1,183




Statement of financial position
at 30 September 2012

Assets
Non-current assets
Property, plant and equipment

Current assets

Trade and other receivables
Deferred tax

Cash and cash equivalents

Total assets

Equity and lialhties
Equity

Share capital

Share premium account
Retained earnings

Current habilities
Trade and other payables
Corporation tax

Total equity and liabilities

KPMG CIO Advisory Limited (formerly Xantus Limited)

Durectors’ report and financial statements

30 September 2012
30 June
Note 2012 2011
£000 £000
8 - 370
- 370
10 11,058 6,052
7 - 159
9 1,294 2,135
12,352 8,346
12,352 8,716
12 113 96
1,012 255
4,758 3,896
5,883 4,247
1 6,132 3,795
337 674
6,469 4,469
12,352 8,716

These financial statements on pages 5 to 21 were approved by the board of directors on 244-June 2013 and were signed on 1ls

behalf by

P./(LQ

Director

KPMG CIO Advisory Limited 03906440




Statement of changes in equity
for the 15 months ended 30 September 2012

Balance at 1 July 2010

Shares 1ssued during the year

Purchase of shares

Total comprehensive income — profit for the financial year
Dividend paid dunng the year

Cost of employee share scheme

Balance at 30 June 2011
Shares 15sued duning the penod
Total comprehensive income — profit for the financial period

Balance at 30 September 2012

KPMG CIO Advisory Limited (formerly Xantus Limted)
Directors’ report and financial statements

30 September 2012

Share Share Retained Total
capital premium earnings equity
£000 £000 £000 £000
95 224 2,527 2,846
1 40 - 41

- (9} - ©
- - 1,183 1,183

- - (384) (384)
- - 570 570
96 255 3,896 4,247
17 757 - 774
- - 862 862
113 1,012 4,758 5,883




Statement of cash flows

for the 15 months ended 30 September 2012

Cash flows from operating activities
Profit for the financial penod
Adpustments for

Depreciation and amortisation

Property, plant and equipment written off
Financial income

Financial expense

Tax expense

Coslts of employee share option scheme

Increase in trade and other recervables
Increase 10 trade and other payables

Cash (absorbed by)/generated from operations
Tax paid

Net cash ahsorbed by operating activities

Cash flows from investing activities
Acquisition of property, plant and equipment
Interest received

Net cash flows from investing activities

Cash flows from financing activities
Dividends pard N
Proceeds from issue of share capital

Net cash flows from financing activities

Net decrease 1n cash and cash equivalents

Cash and cash equivalents at the beginning of the pertod

Cash and cash equivalents at the end of the penod

KPMG CIO Advisory Limited (formerly Xantus Limited})
Directors’ report and financial statements

30 September 2012
Year
ended
30 June
Note 2012 2011
£000 £000
862 1,183
8 118 202
8 252 -
6 an 8
6 72 -
7 452 478
- 570
1,679 2,425
(4,905) (2,794)
2,337 722
(889) 353
(736) 418)
(1,625) (65)
- (254)
10 8
10 (246)
- (384)
774 32
774 (352
(841) (663)
2,135 2,798
1,294 2,135




Notes

KPMG CI10 Advisory Limited (formerly Xantus Limted)
Durectors’ report and financial statements
30 September 2012

formung part of the financial statements

1

Accounting pohicies

KPMG CIO Advisory Limuted (the company) 1s a company incorporated 1n the Unuted Kingdom

The company’s financial statements have been prepared by the directors in accordance with International Financial
Reporting Standards 1ssued by the International Accounting Standards Board (IASB) as adopted by the European
Umon (adopted IFRSs) The company 1s preparing s financial stalements tn accordance with adopted 1FRSs for the
first ume as a result of being acquired by KPMG Europe LLP, an enuty applying adopted IFRSs The company’s
previous financial statements, for the year ended 30 June 2011, were prepared n accordance with UK accounting
standards

In adopting 1FRS for the first time, the company has applied IFRS 1 However, he transiion to IFRS had no impact on
etther the income statement or statement of financial position as previously presented under UK GAAP Accordingly, a
statement of financial position as at 30 June 2010 required under IAS 1 1s not presented Simularly, notes reconciling
equity and profit under both UK GA AP and IFRS, required by IFRS 1, are not relevant and $0 are not presented

The accounting policies set out below have been applied consistently to all peniods presented in these financial
statements, and 1n prepanng an opeming IFRS balance sheet at 1 July 2010 for the purposes of the transition to adopted
IFRSs

In applying adopted IFRSs, the company has apphed improvements to IFRSs (1ssued by the IASB in May 2010) This
amendment has vanous effective dates, some of which are for periods beginming on or after 1 July 2010, others for
penods beginning on or after 1 January 2011

The company has also adopted the following IFRSs and related amendments and 1nterpretations

. Revised IAS 24 ‘Related Party Disclosures’ effective for penods beginming on or after 1 January 2011
. Amendments to IFRS 7 Financial Instruments ‘Disclosures - Transfers of Financial Assets” effective for
peniods beginning on or after 1 July 2011

These amendments have resulted 1n a small number of insigmificant changes to disclosures given in the company’s
financial statements but otherwise have had no impact

There are no other adopted IFRSs, amendments or interpretattons that require mandatory applicanon  The following
amendment was endorsed during the year ended 30 September 2012 and will be adopted by the company 1 future
peniods

e  Amendments to JAS 1 ‘Presentation of Items of Other Comprehensive Income’ effective for pertods beginming
on or after 1 July 2012

It 15 expected that this change will result 1n a small number of insigmficant changes to disclosures

Since the period end, a number of other amendments and new IFRS standards have been endorsed and will be adopted
by the company 1n future penods It 15 expected that these changes will have an insignificant effect on these financial
statements

Basis of preparation

These financial stalements have been prepared 1n accordance with adopted IFRSs  The financial statements have been
approved by the directors The financial statements are prepared on the histoncal cost basis

The preparation of financial statements 1n conformity with adopted IFRSs requires management to make judgements,
estimates and assumptions that affect the application of policies and reported amounts of assets and liabilines, income
and expenses Judgements made by management in the apphcation of adopted IFRSs that have a sigmficant effect on
the financial statements and estimates with a sigmficant nsk of matenal adjustment 1n the next year are discussed 1n
note 2

The functional and presentation currency of the company 1s the pound sterling The financial stalements are presented
1n thousands of pounds (£000), unless stated otherwise
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Notes continued

1

Accounting policies continued

Foreign currency

Transactions 1n foreign currencies are recorded at the foreign exchange rate ruling at the date of the transaction
Monetary assets and liabilities denominated in foreign currencies at year end are translated at the foreign exchange rate
ruling at that date Foreign exchange differences ansing on translation are recognised in the income statement within
financial income or expense, as appropriate

Revenue

Revenue represents the fair value of the consideration receivable 1n respect of professional services provided during the
year, wnclusive of recoverable expenses incurred on chent assignments but excluding value added tax Where the
outcome of a transaction can be esthmated rehably, revenue associated with the transacuon 15 recogmsed 1n the income
statement by reference to the stage of completion at the peniod end, provided that a right to consideration has been
obtained through performance Consideration accrues as contract activity progresses by reference to the value of work
performed Hence revenue wn respect of service contracts represents the cost appropnate to the stage of completion of
each contract plus attributable profits, less amounts recogmsed 1n previous years where relevant

Where the outcome of a transaction cannot be estimated reliably, revenue 1s recogmsed only to the extent that the costs
of providing the service are recoverable No revenue 1s recogmsed where there are significant uncertainties regarding
recovery of the consideration due or where the right to receive payment i1s contingent on events outside the control of
the company Expected losses are recognised as soon as they become probable based on latest estimates of revenue and
cOsts

Unbulled revenue 15 included 1 trade and other receivables as ‘Unbilled amounts for client work®  Amounts billed on
account 1n excess of the amounts recogmsed as revenue are included 1n “Trade and other payables’

Recoverable expenses represent charges from other KPMG member firms and sub-contractors and out of pocket
expenses incurred in respect of assignments 1n progress and expected to be recovered from clients accordingly

Taxation

Tax on the profit or loss for the period comprises current and deferred tax Tax 15 recogmised 1n the tncome stalement or
statement of comprehenstve income under the relevant heading and related balances are carried as tax payable or
recervable 1n the statement of financial position

Current tax 15 the expected tax payable on the taxable income for the penod, vsing tax rates enacted or substantively
enacted at the period end, and any adjustment to tax payable 1n respect of previous years

Deferred tax 18 provided on temporary differences between the carrying amounts of assets and habilities for financial
reporting purposes and the amounts used for taxauon purposes The amount of deferred tax provided 1s based on the
expected manner of realisation or settlement of the carrying amount of assets and habiliues, using tax rates enacted or
substantively enacted at the year end

A deferred tax assel 1s recogmsed only to the extent that it 15 probable that future taxable profits will be avinlable
against which the asset can be utilised

Financial income and expense

Financial income and expense comprises bank interest and expenses and foreign exchange gains and losses  Interest
mmcome and expense 1s recogmised as 1t accrues, using the effective interest method

Property, plant and equipment

Property, plant and equipment 1s stated at cost less accumulated depreciation and impairment losses  Parts of an 1tem of
property, plant and equipment having different useful lives are accounted for as separaie 1lems

Depreciation 1s provided to wnte off the cost less the estimated residual value of property, plant and equipment and 15
charged to the income statement on a straight-line basis over the estimated useful lives of each part of an 1tem of
property, plant and equipment The estimated useful lives are as follows

Office furniture, fitungs and equipment 5-12 years
Computer and commumications equipment 2-5 years

The residual value, if not insigruficant, 15 reassessed annually

10
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1

Accounting policies continued

Non-derivative financial instruments

Non-derivative financial instruments compnse trade and other receivables, cash and cash equivalents and trade and
other payables

Trade and other recervables

Trade and other receivables (except untilled amounts for chient work) are recogmsed at far value, based upon
discounted cash flows at prevailing 1nterest rates or at their nomnal amount less imparrment losses 1f due 1n less than
12 months Subsequent to mniual recognition, trade and other recervables are valued at amortised cost less impairment
losses

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits The cash and cash equivalents are slated at their
nominal value as this approximates to amortised cost

Trade and other payables

Trade and other payables are recognised at fair value, based upon the nomnal amount outstanding  Subsequent to
mitial recogmtion, they are recorded at amortised cost

Unbilled amounts for client work

Unbilled amounts for client work relate to service contract receivables on completed work where the fee has yet to be
1ssued or where the service contract 15 such that work performed falls into a different accounung penod

Unbilled amounts for client work are stated at cost plus profit recognised to date (in accordance with the revenue
accounting policy above) less provision for foreseeable losses and net of amounts billed on account

Impairment

The carrying amounts of the company’s assets are reviewed at each period end to determine whether there 15 any
indication of imparrment If any such indication exists, the asset's recoverable amount 15 estimated

The recoverable amount of receivables cammed at amortised cost 15 calculated as the present value of estimaled future
cash flows, discounted at the ongnal effective mnterest rate (being the effective interest rate computed at imtial
recognition of these financial assets) Recervables with a short duration are not discounted

The recoverable amount of other assets 1s the greater of their fair value less costs to sell and value 1n use In assessing
value 1n use, the estimated future cash flows are discounted to their present value using a pre-lax discount rate that
reflects current market assessments of the ume value of money and the nsks speaific to the asset

An impairment loss 1s recogmised whenever the carrying amount of an asset or its cash generating umit exceeds 1ts
recoverable amount Impairment losses are recognised 1n the income statement

An mpatrrment loss in respect of a financial asset camed at amortised cost 1s reversed 1f the subsequent incrcasc 1n
recoverable amount can be related objectively to an event occurring after the impairment loss was recogmsed In
respect of other assets, an imparment loss 1s reversed when there 15 an indicanon that the impairment loss may no
longer exist and there has been a change in the estimates used to deterrmne the recoverable amount

An impairment loss 15 reversed only 1o the extent that the asset’s carrying amount does not exceed the carrying amount
that would have been determined, net of depreciation or amortisation, 1f no impairment loss had been recognised

Insurance arrangements

A substantial level of insurance cover 15 mantained by the group in respect of professional claims This cover 18
principally wnitten through mutual insurance companies  Preruums are expensed as they fall due with prepayments or
accruals being recogmsed accordingly

Where appropnate, proviston 1s made for the uninsured cosl 1o the company of settling neghigence claims  Separate
disclosure 1s not made of insured costs and related recovenes on the grounds that such disclosure would be senously
prejudicial to the positton of the company 1n any dispute with other parties

11
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Notes continued

1 Accounting policies continued

Staff costs

Staff costs represent charges for the services provided by KPMG UK Limuted, a company set up by KPMG LLP for
staff employment purposes, and for the ume of members of KPMG LLP, including those who are authonsed signatones
of the company Dhrect staff costs arising prior to the change 1n ownership are also included within total staff costs

Employee share option scheme

Prior to the change of ownership, when share options were awarded o employees, the fair value of the options at the
date of grant was charged to the income statement over the vesting peniod Non-market vesting conditions were taken
mnto account by adjusting the number of equity instruments expected to vest ai each balance sheet date so that,
ulumately, the cumulative amount recognised over the vesting penod was based on the number of options that
eventually vested Market vesting conditions were factored into the fair value of the opuons granted  As long as all
vesung conditions were sattsfied, a charge was made

Where the terms and conditions of options were modified before they vested, the increase in fair value of the options,
measured immediately before and after the modification, was also charged to the income statement over the remaining
vesting period

All share options were redeemed at the date of the acquisition by KPMG Holdings Limited
Pension costs

Unul December 2011, the company contrnibuted to directors’ and employees® personal pension schemes Contributions
payable to the pension schemes are charged to the profit and loss account 1n the period to which they relate

Leases

Operating lease rentals are charged 10 the income statement on a straight-line basis over the penod of the lease

2 Accounting estumates and judgements

The directors of the company do not consider there to be any critical accounting judgemenis 1n applying the company’s
accounting polictes However, there are the following key sources of estimation uncertainty

Revenue on service contracts

In calculating revenue on service contracts, the company makes certain estimates as to the stage of completion of those
contracts In doing so, the company estimates the remaiming time and external costs to be incurred 1n completing
contracts and the client’s willingness and ability o pay for the services provided A different assessment of the outturn
on a contract may result i a different value being determined for revenue and also a different carrying value being
determuned for unbilled amounts for client work

Trade and other recevables

The total carrying amount of trade recervables and unbilled amounts for chient work 15 £2,318,000 (2011 £5,907,000)
net of impairment losses on trade receivables and after giving consideration to the clients” willingness to pay those
amounts accrued in respect of incomplete contracts A different assessment of the recoverabihity of either balance may
result in different values being determined

Claims

The company from time to time recetves ctaims 1n respect of professional neghgence It defends such claims vigorously
but makes provision for the possible amounts considered hkely to be payable, up to the deductible under related
nsurance arrangements A different assessment of the settlement prospects or of the pessible cost involved may result
in a different provision and cost

3 Other operating expenses

Other operating expenses include recoverable expenses incurred on chent assignmerts and amounts pad to KPMG
LLP for services rendered (see note 15} Amounts paid to the auditors in respect of the audit of these financial
statements totalled £18,000 (2011 £13,500) The auditors provided no non-aedit services duning the penod (2011
£3,500)
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Personnel numbers and costs

The average number of persons employed by the company (including directors) dunng the period, analysed by

category, was as follows

15 months
2012
Number
Statutory directors 4
Administrative 4
Consultancy 30
Company secretary 1
39

The aggregate employment costs {including directors’ emoluments) of these persons were as follows

15 months

2012
£000
Salanes (including bonuses) 6,213
Share based payments -
Social security costs 454
Pension costs 157
6,824

12 months
2011
Number

12 months

2011
£000

7.538
570
759
281

9,148

In addiuon, as explained 1n note 1, following 1ts acquisihon by KPMG, KPMG CIO Advisory Limited 1s charged for
services provided by KPMG UK Limited and for the nme of members of KPMG LLP who are authonsed signatories of
the company The total amount charged to the company in respect of the penod was £6,043,000 (2011 £nil)

Directors’ emoluments

15 months

2012
£000

Directors’ emoluments 546
Company contnbutions to pension schemes 9

555

12 months
2011
£000

1,092
33

1,125

13
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30 September 2012
Financial income and expense
15 months 12 months
Recogmsed in profit or loss: 2012 2011
£000 £000
Exchange gains 67 -
Bank interest income 10 8
Financial income 77 8
Exchange losses (72) -
Financial expense 72) -

The total interest ansing from financial assets that were not classified as fair value through profit or loss was £10,000
(2011 £8,000)

Tax expense

Analysis of charge n the penod

15 months 12 months
2012 2011
£000 £000
Current period
UK corporation tax on profits of the period at 25% (2011 27 5%) 471 637
Compensation payments receivable (106) -
Adjustments in respect of the pnor year (72) 4
Deferred tax expense 159 (155)
Tax expense in Income statement 452 478
15 months 12 months
2012 2011
£000 £000
Current iax reconciliation
Profit before taxation 1,314 1,661
Profit, mulupled by the average standard rate of corporation tax wn the UK of 329 457
25% (2011 27 5%)
Impact of 1tems not allowable and timung differences 36 180
Adjustment in respect of the prior year (72) (4)
UK corporation tax charge ansing on transfer pricing adjustments 106 -
Compensation payments receivable relating to transfer pricing adjustments (106) -
Deferred tax expense 159 (155)
Actual tax charge for the penod, as above 452 478
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Tax expense continued

Following the change in ownership, deferred tax assets were reversed as all differences giving nse to the deferred tax
asset were cither wrtten off or transferred from the company

The corporation tax charge n the current period in part results from the impact of UK transfer pncing legislation
However, a payment (o compensale KPMG CIO Advisory Limuted 1s made by thé members of KPMG LLP and by
other group undertakings where appropnate

Property, plant and equipment

Office
furmture,
fittings and
equipment
£000
Cost
Balance at 1 July 2010 827
Additions 254
Disposals (125)
Balance at 30 June 2011 956
Wnite-off (956)
Balance at 30 September 2012 -
Depreciation
Balance at 1 July 2010 509
Charge for the year 202
Disposals (125)
Balance at 30 June 2011 586
Charge for the period 118
Write-off (704)
Balance at 30 September 2012 -
Net book value
At 1 July 2010 318
A1 30 June 2011 370

At 30 September 2012

15
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10

11

30 September 2012
Cash and cash equivalents
30 June
2012 2011
£000 £000
Bank balances 1,294 2,135
Cash and cash equivalents 1n the statement of financial position 1,294 2,135
Trade and other recervables
30 June
2012 201
£000 £000
Trade receivables 1,657 5,559
Unbilled amounts for chient work 661 348
Amounts due from other ELLP group undertakings 8,740 -
Prepayments - 145
. 11,058 6,052

Trade recervables are shown net of impairment losses amounting to £123,000 (2011 £ml), the movement for the period
1s recogmised 1n ‘Other operaung expenses’ An analysis of overdue trade receivables 15 given in note 13 All
recetvables fall due within one year

Trade and other payables
30 June
2012 2011
£000 £000
Trade payables - 662
Amounts billed on account - 245
Amounts due to other ELLP group undertakings 6,024 -
Accruals 23 1,998
Other taxes and social security 69 890
Other payables 16 -

6,132 3,795

16
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13

a)

30 September 2012
Capital and reserves
Share capital
. 30 June
2012 2011
£000 £000
Authorised
1,200,000 Ordinary shares of 10p each 120 120
Allotted
1,128,000 (2011 957,751) Ordinary shares of 10p each 113 96

|
\

During the current penod, the share capital of the company increased due to the exercise of call options over 170,249
shares (2011 15,438) of the company pnor to the acquisition by KPMG Holdings Limuted en 1 October 2011 The
nomimal value of these shares was £17,000 (2011 £1,500) and the consideration received was £774,000 (2011
£59,000)

At 30 September 2012, there were no remamning share options nssue (2011 170,249)  Accordingly, the profit and
loss reserve includes £ml (2011 £570,000) 1n respect of share based payments

The share capital of the company 15 entirely owned by the KPMG LLP sub-group (see note 15) Capual requirements
are considered by the group from time to time The share caputal of the company 1s considered to be the only capital to
be managed, the objectives for managing capital being 10 ensure that the company remains solvent  There are no
externally 1mposed capital requirements

Financial instruments

Financial instruments held by the company anse directly from 1ts operations The mamn purpose of these financial
mnstruments 1s io finance the operations of the company It 1s, and has been throughout the period under review, the
group's policy that no trading 1n financial instruments shall be undertaken

The company has exposure to market nsk, credit nisk and liquidity nsk ansing from its use of financial instruments
This note presents information about the company’s exposure to each of the above nsks  The company adheres to
group objecuives, pohcies and processes for measunng and managing nisk

The ELLP board has overall responsibility for the establtshment and oversight of the group’s nsk management
framewerk The group's nsk management policies are established to idenuify and analyse the nisks faced by the group,
1o set appropnate risk lumits and controls, and to momtor risks and adherence to hmuts  Risk management policies and
systems are reviewed regularly to reflect changes 1n market conditions and the group's activiies  The group, through
its traiming and management standards and procedures, aims to develop a disciplined and constructive control
environment 1n which all employees understand their roles and obhigations

Further quantitative disclosures are included throughout these financial statements

Market sk

’

Market risk 1s the risk that changes 1n market prices, such as foreign exchange rates and nterest rates, will affect the
company’s income or the value of its holdings of financial instruments The objective of market nisk management 1s to
manage and control market nisk exposures within acceptable parameters, while opumsing the return

The company uses denivatives on a case by case basts in order to manage market risks The company does not hold or
issue denvative financial 1nstruments for trading purposes

Interest rate nisk

The company faces nlerest rate risks from mvesting and financing activities  The positions held are closely momitored
by the Treasury function and proposals are discussed to align the positons with market expectations  Use of interest
rate options or swaps 15 considered but no such derivatives were 1n fact entered into dunng the year

The financial assets and Labiliies of the company are non nterest bearing, with the exception of bank balances which
are vanable rate instruments

17




KPMG CIO Advisory Limuted (formerly Xantus Limuted)
Directors” report and financial statements
30 September 2012

Notes continued

13

a)

b)

Financial instruments continued

Market risk continued

Cash flow sensitivity analysis for variable rate mstruments

A change of 100 basis points 1n interest rates durning the year would have ncreased or decreased profit by £16,700
(2011 £24,700) This analysis assumes that all other vanables remain constant

Exchange rate risk

The functional currency of the company 1s the pound sterhing However, certain expenses and charges from other
KPMG International member firms or other international relavonships are denominated 1n other currencies  In
addition, some fees are rendered in other currencies where this 1s requested by the chents involved

The company has access to group currency cash balances in order to cover exposure to existing foreign currency
recervables and payables and also to commutied future transactions denominated in a foreign currency

As set out above, the company generally trades in 1ts funciional currency The company had no matenal recervables,
payables or cash balances denominated 1n currencies other than sterling at either 30 September 2012 or 30 June 2011

Credit nisk

Credit nisk 1s the nsk of financial loss to the company if a customer or counterparty to a financial instrument fails to
meet its contractual obligations, and arses principally from the company’s recervables from clients

Trade and other recevables

Exposure 1o credit risk 1s momtored on a routine basis and credit evaluations are performed on clients as appropriate
The company does not require secunity 1n respect of financial assets

The company’s exposure to credit nsk 15 mfluenced mainly by the individual charactensucs of each client  Credtt risk
15 momtored frequently, with close contact with each chent and by routine billing and cash collection for work done

The company estabhishes allowances for impairment thal represent its estimate of incurred losses 1n respect of trade and
other recervables This allowance compnses a specific loss component that relates to individually sigmficant items, and
a collective loss component This component 1s established for groups of sumlar assets 1n respect of losses that have
been incurred but not vet identified and 1s determined from histoncal data of payment statistics for similar financial
assets updated for current economic condittons

Exposure to credit risk

The maximum exposure to credil nsk 1s represented by the carrying amount of the company’s financial and other assets
as set out 1n the table below

30 September 30 June
, 2012 2011
£000 £000

Loans and receivables
Trade receivables 1,657 5,559
Bank balances 1,294 2,135
Amounts due from other ELLP group undertakings 8,740 -
Total financial assets 11,691 7,694
Unbulled amounts for chient work 661 348
12,352 8,042
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b) Credit risk continued
Impairment losses
The ageing of trade receivables that were overdue at the reporting date was
Gross Impairment Gross Impairment
30 September 30 September 30 June 30 June
2012 2012 2011 2011
£000 £000 £000 £000
Overdue 1-30 days 346 - 2,088 -
Overdue 31-180 days 192 - 772 -
More than 180 days 393 123 - -
931 123 2,860 -

The movement 1n the allowance for tmpairment 1n respect of trade recervables during the year was as follows

- 30 June

2012 2011

£000 £000

Balance at 1 July - -
Impairment loss recognised 123 -
Balance at 30 September 123 -

There were no impatrment provisions against other financial assets at either period end
<) Liqudity nisk

Ligmdity nsk 1s the nsk that the company will not be able to meet its financial obligations as they falt due The
company's approach to managing hquidity 1s to ensure that it will always have sufficient iquidity to meet 1ts habihiies
when they fall due without incumng unacceptable losses or nsking damage to the group’s reputation

The: focus of the group’s treasury policy 15 (o ensure that there are sufficient funds to finance the business  Surplus
funds are normally invested according to the assessment of rates of retun available through the money market

The Treasury function monitors the company’s cash posiuon daily and i1t 1s the group’s pehcy to use finance facilines
or to mnvest surplus funds efficiently Limuts are maintained on amounts to be deposited with each banking counterpart
and these are reviewed regularly in the light of market changes
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14

15

30 September 2012
Financial instruments continued
Liguidity risk continued
The company has the following non-derivative financial iabiliies measured at amortised cost
30 June
2012 2011
£000 £000
Amounts due to other ELLP group undertakings 6,024 -
Accruals 23 1,998
Trade payables - 662
Other payables 16 -
6,063 2,660

None of the company’s financial liabihifies are interest bearing  Hence, the contractual cash flows in all cases equal the
carrying amounts  All financial hiabulities are repayable within one year

Fair values

The estimated fair values of the cbmpany‘s financial assets and habiliies approximate their carrying values at 30
September 2012 and 30 June 2011, largely owing to their short maturity The bases for determumng fair values are
disclosed 1n note 1

Operating leases

The company’s total commitments under non-cancellable operating leases are as follows

Non-cancellable operating lease rentals

30 June
2012 2011
£000 £000
Operating leases which expire
Less than one year - -
Between one and five years - 180
Opera,ltmg lease cost for the penod n “‘Other operating expenses’ 228 197

Related parties

Following 1ts acquisiion on 1 October 2011, the company’s immediate controlling party became KPMG Holdings
Limuted, a company registered in England and Wales

KPMG Holdings Limted 1s atself wholly owned by KPMG LLP, a limited hiability partnership registered in England
and Wales, which 1n turn 1s controlled by ELLP

The largest group in which the results of the company were consclidated at 30 September 2012 was that of ELLP  The
accounts of ELLP are available to the public and may be obtained from the principal place of business, The Squaire,
Am Flughafen, 60549 Frankfurt am Mamn, Germany and at www kpmg ev/annualreport No other group accounts
include the results of the company

The company has a related party relauonship with its fellow ELLP group undertakings  The company also has a related
party relaionship with key management, considered to be the statutory directors of the company
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Related parties continued

Transactions with ELLP group undertakings

Transacuons with ELLP group undertakings duning the penod were as follows

KPMG LLP

Management charges — use of facilities and other services
Time of members of KPMG LLP

Corporation tax compensation payments — current period

KPMG UK Limited
Services of staff
Corporation tax compensation payments — current penod

Such transactions reflect appropnate charges for the costs of shared services

At the pertod end, balances with ELLP group undertakings were as follows

Trade and other receivables
Amounts due from other ELLP group undertakings

Trade and other payables
Amounts due to other ELLP group undertakings

i

Transacuons with key management personnel

15 months Year
ended 30 ended

September 30 June
2012 2011

£000 £000

5,356 -

96 -

(183) -

5,947 -

77 -

30 September 30 June

2012 2011

£000 £000

8,740 -
6,024 -

The directors of the company are all separately members of ELLP and therefore have an interest 1n the transactions set

out above

Key management personnel receive no directors” emoluments for their services to the company tn the current penod, as

set out n note 5 There are no other transactions with key management personnel

from key management at either 30 September 2012 or 30 June 2011

There were no balances due to or

2]




