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Company Number FC013670

Independent Auditor's Report

To the Stockholder of Fidelity Management & F;esearch (UK) Inc (a Wholly-Owned Subsidiary of Fidehty
Management & Research Company) '

'
+

We have audited the accompanying financial stat Lments of Fidelity Management & Research (U K) Inc, which
comprise the statements of finanual condition as of December 31, 2012 and December 31, 2011, and the related
statements of income, statements of comprehensive income, statements of changes 1n stockholder’s equity and
statements of cash flows for the years then ended |

o .
Management's Responsibility for the Financial Statermnents

!

!
Management 15 responsible for the preparation and fair presentation of the finanaal statements in accordance
with accounting principles generally accepted in the United States of America, this includes the design,
implementation, and maintenance of internal wntli'ol relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error

Auditor's Responsibnlity “
Our responsibility 1s to express an opinion on the! financial statements based on our audits We conducted our
audits 1 accordance with auditing standards generally accepted in the United States of Amenica Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free from materal misstatement
An audit involves perforining procedures to obta‘m audit evidence about the amounts and disclosures w1 the
financial statements The procedures selected dep:end on our judgment, icluding the assessment of the risks of
matenal musstatement of the financial statements, whether due to fraud or error  In making thase risk
assessments, we consider mternal control relevall}t to the Company’s preparation and fair presentation of the
financial statements 1 oider to design audut proceflures that are approprate in the cireumstances, but not for the
purpose of expressing an opinion on the effectivengss of the Company's internal control Accordingly, we express
no such opinton  An audit also ncludes evaluating the appropnateness of accounting policies used and the
reasonableness of sigmficant accounting estlmatfs made by management, as well as evaluating the overall
presentation of the financial statements We believe that the audit evidence we have obtained 1s sufficient and
appropnate to provide a basis for our audit opinton

¥

Opmion

In our opimion, the financial statements referred |to above present fairly, in all material respects, the financial
position of Fidelity Management &Research (U K|) Inc at December 31, 2012 and December 41, 2011, and the
results of 1ts operations and its cash flows for tl]e years then ended 1n accordance with accounting principles
generally accepted 1 the United States of America

/i:f Y slonton yﬂfwf e

Dublin, Ireland
April 23, 2013
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FIDELITY MANAGEMENT & RESEARCH (U K ) INC
(A Wholly-Owned Subsidiary of
Fidelity Management & Rescarch Company)
STATEMENTS OF FINANCIAL CONDITION
December 31, 2012 and 2011

2012 20711
ASSETS ;
Cash $22,103,468 $15,924.023
Investments avardable for sale, at fair value 40,023 1,680,263
(cost of $40,022 and $1,689,847 in 2012 and 2011, ruspcctwcly)
Net receivable from the Ultimate Parent 10,188,644 5,477,792
Fixed assets, net ‘ 1,002,420 538,124
Other assets 399,172 403,144
Deferred tax asset, net 5,367,088 3,607.207
Total Assets ' S39. 100,813 $22.640,553
LIABILITIFS !n
Accounts payable and accrued expenses ! $20,988.846 $£9,194,974
Income tax payable ' 1,632,779 892,367
Total Liabtlities : 22,621,625 10,087,341
|
STOCKHQLDER'S EQUITY l
Common stock, $} par value :
300,000 shares, authonzed
100 shares 1ssued and outstanding I 100 100
Additonal pard-in capial 11,716,177 11,716,177
Accumulated other comprehensive imcome/(loss) 1 40,341 (9,980)
Retained camings I 13,431,764 7.720,189
Total Stockholder's Equity, before Net Receivable frlm
the Ultumate Parent | 25,188,382 19,426,486
Less — Net recervable from the Ulumate Parent (8,709.192) 1.873.274
Total Stackhoider’s Equity, net 16.479.190 17,553,212
Total Liabulities and Stockholder's Equaty 32100815 £21.640.553

’ LHNK%CE J Bexwor

| Dmta.,'rw\

The accompanying notes are an itegral part
of the financial statements
-2-




Company Number FC013670

FIDELITY MANAGEMENT & RESEARCH (U K ) INC
(A Wholly-Owneqﬁ Subsidiary of
Fidelity Management & Research Company)
STATEMENTS OF INCOME
for the vears ended December 31, 2012 and 201

; 2012 2011

Operating Revenues |
Management fecs ! $25,997,836 $26,981.296
Research fees i 62.712.889 24.187.248
T'otal operating revenues ! 88,710,725 31,168,544

Operating Expenses i
Compensation and benefits . 66 124,294 36,757,809
General and adoimistrauive 6,240,331 3,433,648
Research i 2,159,873 1,060,279
Travel and entertainment i 3,261,312 2,517,134
Relocation 1 1,925,997 901,742
Other i 2,741,609 2,094,151

i
Tolal operating expenses i 82453.416 46,764,763

Investment and other income ’
Dividend and interest mcome ‘ 7,060 9,827
Other income I 837,157 482,131
Foreign exchange gain/(loss), net 1,039,833 {200.224)
Total mvestment and other income 1,884,050 291.734
Income before charge equivalent to taxes on income 8,141,359 4,695,515
Charge equivalent to taxes on income 2.429.784 1.554,123
Net mcome $5,711,575 $3,141,392

;
E
!
i
|
|

|
!
1
{
|

The accompanying noteL are an integral part
of the ﬁnanmal}statemenls
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Company Number FC013670

FIDELIIY MANAGEMENT L RESEARCH (U K)INC
(A Wholly-Owne{i Subsidiary of
Fidehty Management & Research Company)
STATEMENTS OF COMPREHENSIVE INCOME
for the vears ended Dcccrrgbcr 31,2002 and 2011

\ 2012 2011
Net income | $5,711,575 $3,141,392
|
Other comprehensive mcome / (loss), net of tax :
I
Unrealized gains/(losses) on mvestments available for
sale, net of tax benefit of $18,142 1n 2012 and of $2,285
in 2011 : 50,321 (7,670}
Total other comprehensive gain/ (loss) ; 50321 {(7.670)
I
Comprehensive income | $5,761,896 $3,133.722
|
I

The accompanying notes are an integral part

of the financiall statements
—44




Company Number FC013670

FIDCLITY MANAGEMENT & RESEARCH (U K ) INC
(A Wholly!Owned Subsdiary of
Fidelity Managelhem & Research Company)
STATEMENTS OF CHANGES IN STOCKHOLDER'S CQUITY
for the years ended|December 31, 2012 and 2011

Common Additional l Accumulated Retarned Net Stockholder’s

stock pad-in ! other £amings recervable equity, net
capmal | comprechensive from FMR
y  Income/(loss) Li.C
Balance at December 31, $100  S$11,716,177 $(2,310) 512,724,805 §(4,314,156) 520,124,616
2010
[}
Nt income - - - 3,141,392 - 3,141,392
Other comprihensive (Ioss) - - {7,670) - - (7 670}
Dividends Pard - . - (8,146,008} - (8,146,008)
Change 11 net receivable
from the Ultimate Patent - . - - 2,440,882 2,440,882
Balance at December 31 5100  $11,716,177 I £(9,980) $7,720,189 $(1,873,274) 817,553,212
2011 |
Net mcome - - - 571,575 - 5,111,595
Other comprehensive gamn - - 50,321 - - 50,321
Change i et recervable
from the Ultimate arent - - - - (6,835,918) {6,835,918)
Balance at December 31, 5100 S$11,716,177 340,341 513,431,764 $(8,709,192) $16,479,190
2012

The accompanying notes are an integral part
of the ﬁnancmllstatements
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FIDCLITY MANAGEMENT & RESEARCH (U K } INC
{A Wholly-Ow ned Subsudwary of

Fidelity Management & Research Company)

STATCMENTS OF CASH FLOWS

for the years ended Decemiber 31, 2012 and 2011

Cash flows provided by operating activities

Net income
operating activities i
Amortization and depreciation .
Change 1n operating assets and lrabilities i
Other assets |
Deferred taxes |
Accounts payable and accrued cxpenses '
Income taxes payable .
1
{
Cash provided by operating activities ;
|
Cash Mows provided by/(used 1n) investing activiies '
|

Disposals of Investments available for sale
Net purchases and sales of investmenits available for
Purchase of fixed assets

Cash provided by/(used n) investing activaties

Cash flows (used in) /provided by financing activities
Dividends paid
Net receivable from the Ulhmate Paremt

Cash fiows (used 1n) /provided by financing activities

Net change 1n cash

Cash, beginning of year
Cash, end of year

Supplemental cash flow mformation

Cash paid for income taxes

The accompanying not

:
l
Adjustments to reconcile net income to cash provided by

sale

are an integral part

of the ﬁnanc:al,statemems

-6~
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35,711.573

300,095
3.974
(1,759,881)
11,793,871
740412

16.790.046

1,640,239
50,321
(764,391}

926.169

(11.545770)
(11.546.770)

6,169,445

15.934.023

522,034

FC013670

2011

$3,141,392

119,171
(261,084)
(1,407,559)
3,049,543
(382.582)

4258881

(9,825)
(501.434)

(311,259}

(8,146,008)
13.121.584

4,975,576

8,723,198

7,210,825

$2,784,125




Company Number FC013670

FIDELITY MANAGEMENT & RESEARCH (U K ) INC
(A Wholly-Owned Subsidiary of
Fidehty Management & Research Company)
NOTES TO FlNANCIjAL STATEMENTS

]

Business

Fidehty Management & Research (UK) Inc (fhe “Company”) is a wholly-owned subsidiary of
Fidehty Management & Research Company (the “Parent”) which 1n turn 1s a wholly-owned subsidiary
of FMR LLC (the “Ulumate Parent”) The Company is registered with the United States Secunties
and Exchange Commmussion as an investment adviger and has been authonized to engage n imvestment
management activities m the United Kingdom by|the United Kingdom Fiancial Services Authority
The Company primanly provides investment sub-advisory and research services to related parties and
affiliates of the Ultimate Parent The Company 15 commitied to the Financial Reporting Council's
Stewardship Code and a copy of the Company’s Stjcwardshlp Code Statement is available on request

Summary of Sigmificant Accounting Policies

]

[}
Basis of Presentation and Use of Estimates 1

t
The preparation of the financial statements in!conformity with accounting principles generally
accepted 1in the Untted States of Amenca ("GAAP”) requires management to make cstimates and
assumpuions that affect the reported amounis of agsets and Liabiliies and the disclosure of contingent
assets and habliues as well as the reported amounis of revenues and expenses Such esumates include
payroll tax labilities for those employees on expdinate assignments Actual results could ditfer from
the estimates included in the financial statements

Forewn Currency 1ranslation

The financial statements of the Company are preparcd using the US Dollar (8) as the functional
currency For operating activites denomunated in|other currencies, the results are translated mto U §
Dollars using average exchange rates which approximate the transaction rates during the period
Foreign currency denorminated assets and habilitigs arc translated using exchange rates at the end of
each pertod Resulting gains/losses are included |in net income  Foreign currency gains/(losses) on
available for sale securtttes are included in the statement of financial condition as a component of
accumulated other comprehensive income/(loss)

Revenue Recognitign

Management fees earned from sub-advisory services are recogmzed as such services are performed and
the fees are based on a percentage of net assets 1o those funds In addition, 1 certasn mutual funds, the
management fee may be increased or decreased delpendmg on fund performance relative to a specified
financial market smdex Certain management fees inciude a performance component, subject to a
maximum positive or negative adjustment, and are/computed and recorded monthly based on the assets
performance over a rolling 36-month penod At a muumum, the Company carns research and
management fees under sub-advisory agreements \ ith the Parent or other affihates which entitles the
Company to total operating revenue of cost plus 10%

Trading desk fees are eamed by the Company for the execuuon of trade orders for the Parent or other
affihates The Company generates fees of cost plus 10% from total operating expenses incurred for
these services

|
H
'
{
!
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Company Number FC013670

FIDELITY MANAGEMENT & RESEARCH (UK ) INC
(A Wholly-Owned Subsidiary of
Fidelity Management & Research Company)
NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies (continucd)

Cash

For purposcs of reporting cash flows and amod:m.s in the statements of financial condition, cash
principally includes cash 1n bank accounts which 1s denominated 1n pounds sterling (“GBP”) The
Company defines cash as cash on hand, demand Hcposns and time deposits with ortginal matunties
less than 60 days

Iixed Assels '

!

Fixed assets are stated at cost less accumulated depreciation and are comprised of leasehold
improvements, furmture and computer equpment  Depreciation 15 computed pnmanly using the
straight-ine method based on estimated useful, lives of ten years, five years and three years,
respectively

As of December 31, 2012 and 2011, the cost; of fixed assets was $1,490,887 and $1,220,414
respectively |

Net Recervable [rom the Ultimate Parent |

Net recesvables from the Ulumate Parent, which hive been received prior to the 1ssuance of the audited
financial statements, arc classificd as an assct

Investmients

Investments consist of shares held in money market funds managed by a related party of the Ultimate
Parent and are classified as available for sale The invesiments are stated at far value, which 1s
determined using quoted net asset value per share  The nct after-tax unreahized gain/loss on
investments available for sale 1s included 1n other comprehensive income Gains and losses on sales of
investments are computed on a specific sdentificd cost basis Interest income 15 recognized as earned
and dividend income is recognized on the ex-dividend date

The Company evaluates mvesiments for other<than-temporary declines in fair value below catrying
value on a quarterly basis The Company considers many factors, including the length of time and the
extent to which the fair value has been less thy cast, the financial condition of the 1ssuer and
information from industry analyst reports and exter:al credit ratings In addition to these factors, if the
Company has the intent to sell an investment, or it 1s more hikely than not that the Company will be
required to seil an investment before recovery, or|the Company docs not expect to recover the entire
amortized cost basis of an investment, the Company will record another-than-temporary tmpairment If
the Company docs not mtend to scll an mvcstmcrm: and 1t 15 not more kikely than not that the Company
will be required to sell an investment but the mvestment has suffered a credit loss, the 1mpatrment
charge will be scparated into the credit loss component, which 1s recorded in earmings, and the
remainder, which 1s recorded in other comprehensive 1ncome
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FIDELITY MANAGEMENT & RESEARCH (U K } INC
(A Wholly-Owned Subsidiary of
Fidelity Management & Research Company)
NOTES TO FINANCIAL STATEMENTS

J

Summary of Sionificant Accounting Policies, continued

Fair Valug Measurement

The Company categonzes the financial asscts and habihties carned at fair value 1n its statements of
financial condrion based upon a three-level valuation hicrarchy The hierarchy gives the highest
prionty to quoted prices 1n active markets for identical assets or liabilities (Level 1) and the lowest
priority to unobservable valuation inputs (Level 3} Jf the mnputs used to measure a financial asset or
liability eross different levels of the hierarchy, categorization 15 based on the lowest level input that 1s
significant to the fair value measurement Management s assessment of the sigmificance of a particular
input to the overall fair value measurement of a financial asset or habihity requires judgment, and
considers factors specific to the asset or hability The three levels are described below

s Level 1 - Financial assets and habilities whose values are based on unadjusted quoted prices for
wdentical assets and habilities in an active market
i

* Level 2 - Financial assets and habihties whose vatues are based on quoted prices for simular assets
and liabithtics i active markets, and inputs khat are observable for the assct or Liability, esther
directly or indirectly, for substantially the full Ilcrm of the asset or hability

* Level 3 - Financial assets and habilities whose values are based on prices or valuation techmgues
that require inputs that are both unobservable in the market and significant to the overall fair value
measurement  [hese unputs reflect management’s judgment about the assumptions that a market
participant would use n pricing the asset for Liability, and arc based on the best available
mformation, some of which 15 internally develpped

|

As of December 31, 2012 and 2011, all of the Company’s $40,023 and $1,680,263, respectively, of

mvestments are classified as Level 2, as the values are based on unadjusted quoted prices for 1dentical

assets and ltabalitres in an active market

During the year, there were no significant transfersin or out of levels 1 or 2

Accumulated Qther Comprehensive Income/{Loss)

Accumnulated other comprehensive income/(toss) conststs of unrealized apprectaton or depreciation on
available for sale iInvestments at December 31, 2012 and 2011

Income Taxes |

The Company files a foreign mcome tax rewurn  In addinon, the Ulumate Parent allocates to the
Company a direct imercompany charge cqulvalcﬁt 1o taxes due in income as 1f it were {iling a tax
return on a separate return basis Deferred incomeitanes are allocated to the Company by the Ultimate
Parent as a direct charge and anse from the dlifelrences n the umung of recogmtion of revenue and
expense for tax and financial reporung purposes

The Company applies a more-likely-than-not threshold for purposes of recogmzing tax uncertainties
Therefore, tax benefits that have a greater than 50% hkelihood of bemng sustained upon examination by
the retevant taxing authontics are recogmzed ‘

!
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FIDELITY MANAGLMENT::?.: RESEARCH (UK }INC
(A Whoily-Owned Subsidiary of
Fidelty Management &Rescarch Company)
NOTES TO FINANCIAL STATEMENTS

Summary of S1gmificant Accounting Policies, conupued

|

Share-based compensation

The Company participates in various FMR LLC sharc-based compensatory plans and 15 assessed a
compensation charge that 1s amortized over the penod i1 which the compensation charge 1 earned by
the employce partictpants  The FMR LLC share plans are accounted for as share appreciation rights
and provide holders with participation in FMR LLC’s net assct value per share, as defined by FMR
1 LC, over their respective terms These plans are cash settled at the end of their defined term or in the
event employee participants are no longer eligible holders The accumulated value of these plans
ncluding certain addizonal cash bonuses on sele¢ted plans 1s amoruized over the applicable vesting
periods with a charge to employee compensation aTd benefits

|
Recent Accounting Pronguncements

Fair Value Measw ements ‘
in May 2011, the Financial Accounung Standards Board 15sued amended guidance regarding fair
value measurements and disclosures The amended guidance requires nonpublic entities to disclose
quantitative tnformation about uncbservable inputs and assumptions used 1n the measurements and a
description of the valuation processes in place fo certain Level 3 financial assets and liabihities The
Company adopted this standard effective January ¥, 2012 Adoption of this amended guidance did not
have an impact on the financial statements

Investments

At December 31, 2012, invesiments available for sale consist of the following

Gross Gross
nrealized Unrealized
Cost Gains Losses Fair Value
Money market
investments $40,022 ) 1 5 - $40 023

[
At December 31, 2011, investments avatlable for sale consist of the following

! Gross Gross
Unreahized Unrcalized
Cosl Gains Losses Fair Value
Money market
wvestments $1.,689,847 5 - 3(9,584) $1,680,263

Investments consist primarnily of investments in money market funds  Unrealized gains and losscs on
money market funds for the years ended December 31, 2012 and 2011 arc the result of foreign
currency transations

-10-
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Company Number FC013670

FIDELITY MANAGEMEN] & RESEARCH (LUK ) INC
(A Wholly-Owned Subsidiary of

Fidehty Management &

Research Company)

NOTES TO FINANCIAL STATEMENTS

Fixed Assets
At December 31, fixed assets, at cost, consist of |
Leaschold improvements

Furniture i
Computer equipment

Less Accumulated depreciation

For the year ended December 31, 2012 and 2011
respectively

Charge Equivalent to Taxcs on Income

2012 2011
$19,140 $513,033
57,120 37,339
1,414,627 670,042
1,490,887 1,220,414
(488,467) (682,290)
$1.002,420 $538,124

deprecialion expense was $300,096 and $119,171,

The Ultimate Parent 1s subject to flow-through treaument for federal income taxes as an S-Corporation,

which generally allows taxable income, deductions
remains subject to income taxes at the entity level

and credits to flow directly to its sharcholders, and
1n certain state and intemational jurisdictions  The

Company 15 also subjcct to taxation under the Subchapter S rules

The provision for income taxes consists of the folla

Current
State income taxes allocated
Foreign

Deferred
Foreign

Charge equivalent to taxes on income

As at December 31, 2012 and 2011 the Compan
$3,607,207, respectively The principal sources of|

wing at December 3 1

2012 2011
. 121,374
4,189,665 2,693,952
4,189,665 2,815,326
(1,759,881) {1,261,203)
$2,429,784 $1,554,123

y had a net deferred tax asset of $5,367 088 and
temporary differences which comprise the deferred

tax asset are deferred compensation and capital allowances

The Company's standard rate of income tax 15 26|

5% and i’s effective rate 1s 30% This increase 1s

mainly due to tming differences resulting from unpard sharc-based compensatory plan expense

Capital Requirements :

The Company 1s subject to certain financial regl.i

latory resource rules that require the Company to

maintain a certain level of capital, as defined by the Financial Service Autharity in the United

-11-
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FIDELITY MANAGEMENT & RESEARCH (UK ) INC
(A Wholly-Owned Subsidiary of
Fideiity Management &'l Research Company)
NO1ILS TO FINANCIA:\L STATEMENTS

G Capital Requirements {continued)

Kingdom At December 31, 2012 and 2011, the minimum hquid capital requirements have been
satisfied by the Company For purposes of computing the minimum kiquid capnal requirement, the net
recewvable from the Ultimate Parent 1s not considered a reduction of stockholder’s equity

H Transactions with Related Parties and Affiliates

The Company has several agreements and busmes.:s arrangements with related parties and affiliates to
procure substantially all of its operational and support services  All intercompany transactrons with the
Ulumate Parent and its subsidiaries are settied during the normal course of business through
intercompany accounts with the Ultumate Parent and its subsidianes  The Company receives credit for
the cotlection of its receivables and 1s chargcdifor the settlement of us Liabilities through these
intercompany accounts In accordance with this’arrangement, amounts owed from and due to the
Ultimate Parent and its subsidianes are shown 3s a net recervable from the Ultimate Parent at
Deccmber 31, 2012 and 2011, respecuively E

Subsianuially all of the Company’s revenue i1s earncd from affiliates The Company earns certain
management and research fees from affihiates rélated to various Fidehty mutval funds and other
institutsonal client accounts Fees earned bul not iyet coliected were 510,188,644 and $5,477,792 mn
2012 and 2011 respectively

A summary of the services and rclated expenses charged to the Company for the year ended December
31, are as follows

2012 201t

General, administrative and other $8,981,940 $5,527.800

|
|
|
The Company participates in FIL Life Insurance Limited’s defined contribution profit sharing plans
covering substantially all employces  Annual cminbuuonb to the profit sharing plan are based either
on stated percentages of eligtble employees compensation or employee contnbutions FIL Life

Insurance Limuted 1s a related party A charge of $1,764,401 and $936,581 15 included tn compensation
and benefits expense in the Statements of Income for 2012 and 2011, respectively

The Company participates 1n various FMR LLC share-based compensatory plans and 15 assessed a
compensation charge that 1s amortized over the period in which 1t 15 carned  The FMR LLC share
plans are accounted for as share appreciation rights and provides holders with participation in FMR
LLC’s Net Asset Value per share, as defined by EMR LLC, over ther respective terms Thesc plans
are cash-settled at the end of their defined term at in the event employee participants arc no longer
eligible holders The accumulated value of these plans including certain additional cash bonuses on
select plans 15 amortized over the applicable vestu}g periods with & charge to employee compensation
and benefits For the years ended December 31,12012 and 2011, aggregate compensation expense
refated to these retirement and stock-based compensatory plans was $13,726,912 and $9,350,945,
respectively '

Investments held i money market funds arc managed by a related party of the Ulumate Parent and are
classified as available for sale 1hese are detalled 1n Foowote D

-12-




Company Number FC013670

FIDELITY MANAGEMENT & RESEARCH (UK ) INC
(A Wholly-Owned Subsidary of
Fidelity Management & 'Research Company)
NOTES TO FINANCIAL STATEMENTS

[ Subsequent Events |

On fanuary [, 2013, the Company acquired 100% share ownership in Pyramis Gilobal Advisors (UK)
Limited, an mvestment advisory entity, from Pyramis Global Advisors Holdings Comp, a subsidiary of
the Ultimate Parcnt Further integrauon of the UK business 1s expected within the next twelve months

The Company evaluated subscquent events through Apni 26, 2013, the date the firancial statements
were available to be 1ssued, and did not «dentify any other cvents that would require adjustments 1o or
disclosure n 1ts financial statements

13-




