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Directors’ report

The Directors present their annual report and the audited financial statements for the year ended 31 December
2010

Structure of these accounts

These financial statements are the consolidated group financial statements of Insight Investment Management
Limited (‘the Company’) and its subsidianes and associated companies ('the Group’)

Result and dividends

The Group recorded a profit before income tax for the financial year of £36,390,000 (2008 £32,688,000)
Dividends totalling £nil (2009 £46,500,000) have been paid and approved by the Directors during the year

Principal activities and business review

The principal activity of the Company and the Group 1s the provision of investment management and solution
services We aim to deliver superior and repeatable performance and service excellence by focusing on the
creation of innovative solutions and products across our key product hnes of hablity driven investment, fixed
ncome and cash management, absolute return, multi-asset and specialist equities

Transitional activities since the sale of Insight to The Bank of New York Mellon

As reported In last year's Directors’ report, the sale of Insight’'s third party investment management business by
Lloyds Banking Group plc (“‘LBG") to The Bank of New York Mellon Corporation ("BNY Mellen”) was completed
on 2 November 2009 The sale of Insight encompassed our external assets including the financial solutions,
fixed income, multi-asset, absolute return and other specialist capabilities

The majority of assets managed on behalf of LBG migrated to Scottish Widows Investment Partnership, with the
process of transferring the assets commencing after completion of the sale of Insight to BNY Mellon i 2009
and completing in June 2010

BNY Mellon’s multi boutiqgue model preserves Insight's autonomy and ensures that the business can continue to
focus on its principal investment and service activities

Strategy and targets

Since launch, our am has been to create a resilient business model which 1s focused on our clients’ needs and
1s well-positioned for all market conditions We have ambitious targets for future growth and seek to retain and
grow our chent base by evolving our iInvestment capabilities to meet our clients’ needs and to offer themn tallored
soluttons, as well as through new distributron channels and geographies Having worked hard to establish our
ivestment pedigree in the UK and building our brand, we are growing our European presence, notably in
Germany and the Netherlands and, through leveraging BNY Mellon’s reach, we are planning a targeted
international expansion

The key aspects of our strategy are described below

Provide superior investment solutions and repeatable performance

Insight 1s a solutions provider Putting clients' investment objectives at the forefront of our solutions enables us
to deliver an investment solutton that meets their needs At the same time we have developed a supernor
product range of pooled solutions for the wholesale market across a broad range of asset classes and the entire
risk/return spectrum, offering clients absolute or relative return performance benchmarks which are aligned with
and benefit from the expertise of our core Investment capability
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Directors’ report (continued)

Provide superior investment solutions and repeatable performance (continued)

Embedding innovation into the organisation has enabled us to pioneer market leading solutions such as hability
driven investing and absolute return strategies alongside more traditional capabilities such as fixed income

We aim to achieve consistent and repeatable returns through a focus on our core capabiities and by
maintaining well-resourced, highly skilled teams of specialists

Maintain and enhance our reputation as a quality investment brand

Insight has established a pedigree for the provision of innovative investment sotutions in the UK institutional and
wholesale market and 1s considered a key player in its chosen areas of investment expertise With repeatable
performance, qualty service and supernor investment solutions, we aim to be one of the leading investment
brands in the market

Our people are pivotal to achieving our strategy and vision and our team-orentated approach has become
synhonymous with our investment brand In order to maintain our competitive advantage, we will continue to
improve and innovate, whilst also investing in front office infrastruciure and the recrutment, retention and
training of quality professionals To enable the retention of our staff, we have initiated new long term incentive
schemes during the year, offerning participants the opportunity to benefit directly from the growth of the business
and to ensure that our remuneration strategy remains competitive and compliant with responsible remuneration
directives advocated by the regulatory authonties

Profitably grow revenues and increase shareholder value

Following the change in corporate ownership, 2010 was a year of significant transition, with the process of
assets transferrning to Scottish Widows Investment Partnership still taking effect for the first six months of the
year Dunng the first ten months of 2009, £45 3 billion of LBG assets were being managed by the Group As a
result of the transition of these assets, a dampening effect on revenues durning the first half of 2010 was
expected However this has been offset n part by a lower ongoing cost base following the significant
restructuning undertaken in November 2009 to support the smaller and more focused product set that remained
within Insight after the sale of the business

Further offsetting the reduction i revenue in 2010 of the LBG assets has been the continued success In
attracting new business and through strong fund perfermance, an increase In performance fees earned The
business has successfully grown its assets under management ("fAUM"} to £108 1 bilion as at 31 December
2010 Asset growth continues to be dnven by key client wins in the area of hability driven investment as well as
through the sale of fixed iIncome, absolute return and liquidity strategies

Financial performance & highlights
At a high level our 2010 financral performance together with the companson for 2009 are as follows

Financials 2010 2009

Profit before income tax £36 4 milhon £32 7 milbon
Total assets under management (*AUM") £108 1 bilion £88 1 billion
Net fund flows £16 3billion £10 3 billion

Profit before Income tax has increased by 11 3% from £32 7 milhon to £36 4 million

During the year assets under management grew from £88 1 billion to £108 1 billion, representing a growth of
22 7% The majonty of the growth 15 attnbutable to the continued success in winning new business, as net fund
flows (including the effect of market movements) increased by 58 3% from £10 3 billion to £16 3 billion
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Directors’ report (continued)

Capital management

It 1s the Group's pohcy to maintain a strong capital base to support the development of its business and to meet
regulatory capital requirements at all tmes The Group’s capital 1s managed via the Board through the
Shareholders Funds Policy and the annual Business Planning process The day to day management of the
Company's capital I1s delegated to the Chief Operating Officer and the Head of Finance -

The primary purpose of the Shareholders Funds Policy I1s to maintain quidity and security of the Group's
capital Sharehoider funds are to be invested n either shori-term cash deposits (up 1o 90 days maturty) with
Group approved banks or in the Insight Liquidity Funds plc, a AAA rated inshtutional cash fund

The principal forms of capital are included in the following balances on the statement of financial position called
up share capital, share premium account, other reserves and retained earnings The Group held total capital of
£106 6 million as at 31 December 2010 {2009 £78 6 million)

The FSA supervises the two main operating companies of the Group on an individual basis and, as such,
receives Information on the capital adequacy of, and sets capital requirements for, Insight Investment
Management {Global) Limited and Insight Investment Funds Management Limited Both subsidianes complied
with the FSA's capital adequacy requirements throughout 2010 andg 2009

During 2010 Insight implemented an Internal Capital Adequacy Assessment Process (“ICAAP), working
alongside the FSA to identify inherent nsks within the business and the probability of these arising, assessing the
capital required to mitigate these risks, determining how much capital should be held going forward through
stress testing and scenario analysis and deciding upon a suitable aggregate internal capital buffer At the
balance sheet date, Insight had a significant surplus on this internal capital requirement

The above descripton of the Group's capital management policy forms an integral part of the financial
statements

Key risks and uncertainties
The main rnisks and uncertainties facing the business are as follows

People risk

Without the capability to attract, motivate and retain key staff, combined with instilling the nght culture for
business to succeed, the Group will fail to be able to capitalise on its commercial advantages and the
opportunities ansing therefrom This nsk 1s mitigated by having a comprehensive performance management
system, competitive remuneration including the operation of the long term incentive schemes described earlier,
reward benchmarking and a focus on training and development

Strategic risk

This 1s principatly the nisk of the business declining due to external factors (for example a sustained fall in
markets) or nsks stemming from internal factors (for example sustained poor long term investment
performance) We seek to manage these risks by being willing to adapt our products to meet changing market
needs and controlling costs effectively We regularly review investment performance and encourage a culture of
open debate on investment strategy and change through our executive committee and our business
management group

Investment performance

Fallure to deliver investment performance reduces the appeal of the Group's offering, particularly in the
increasingly competitive market in which it operates, and could result in the failure to meet its Business Plan
through the withdrawal of funds from its management, reduction in new business levels and, hence, naon-
achievement of sales and revenue targets However, performance 1s fundamental to the business and
recruitment and retention of high quality people, robust processes and controls, core investment philosephy and
research are all components of our low appetite for nisk In this area
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Directors’ report (continued)

Financial and liquidity risk

Further details on how the Group manages the financial and hquidity nsks that it faces are disclosed n note 23
to the consohdated financial statements

Future prospects

2010 was a year of change for Insight, during which the business had to become accustomed to working with a
new parent company Although 1improving, a challenging industry background continued to preval and the
business managed to produce another year of success at the operating profit level, exceptionally strong
investment performance for its clients and substantial year-on-year growth in assets

Insight has developed strong capabilities across hability driven investment, fixed income, cash management,
multi-asset, specialist equittes and absolute return solutions and our focus remains on delivering superor and
repeatable performance and service excellence through the creation of innovative solutions and products
Innavation 1s cntical to the development of our investment capabilities and as leaders in our chosen areas of
expertise we continue to look for epportunities to grow and develop our business across new client channels
and countries Innovation forms the basis of ocur distinct investment culture and excellent chent service

Becoming a part of the BNY Mellon multi-boutique approach provides Insight with the attractive combination of
business autonomy, long-term financial stabiity and distrnibution opportunities through BNY Mellon’s global
network, an ideal platform for the continued development of our iInvestment services to both existing and new
clients and a potential route to previously untapped sources of funds for management We will continue to retain
and grow our client base by matching Insight's investment capability to our clients’ needs across distnbution
channels and gecographies

Going concern

After making enquiries, the Directors have a reasonable expectation that the Company has adequate resources
to continue In operational existence for the foreseeable future For this reason, the going concern basis In
preparnng the financial statements continues to be adopted

Audit information

The Directors who held office at the date of approval of this Directors' Report confirm that, so far as they each
are aware, there 1s no relevant audit information of which the Company's auditors are unaware and each
Director has taken all the steps that they ought to have taken as a Director to make themselves aware of any
relevant audit information and to ensure that the Company's auditors are aware of that information

Auditors

A resolution concerning the re-appointment of KPMG Audit Plec as auditor will be proposed at the Annual
General Meeting
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Directors’ report (continued)

Directors
The Directors who held office during the pernod were as follows
Appointed Resigned

Sarah Aitken
Charles Farquharson
Atul Manek

Abdallah Nauphal
Andrew Giles 18 March 2010
Mitchell Harris (non-executive) 8 September 2010
Ronald O'Hanley {non-executive) 31 May 2010
Jon Little (non-executive) 30 July 2010
Eric Anstee (non-executive)
Sir Brian lvory {non-executive)

Corporate governance

Governance of the Company 1s carried out through the Board of Directors The Board 1s responsible for the
direction and control of the Company's Strategy and nisk framework The Board has delegated responsibility for
the day to day execution of the business plan to the Executive Management Committee (EMC)

Policies and procedures are in place to manage and govern the business and to ensure that an appropnate
level of nsk management 1s applied to the relevant elements of the business

Committees are in place to oversee the nsk management function and to assess the nsk management controls
These committees have changed as a result of the acquisition of the Company dunng the year under review by
the BNY Mellon Group and will now compromise

Insight Risk Committee (Board sub-committee),

Risk Management Committee (EMC sub-commuttee), and

Risk Commuttee {hlaison with Compliance, Operational Risk and Intermat Audit functions within BNY
Mellon)

In matters concerning remuneration, the Insight Investment Management Remuneration Committee considers
recommendations and where appropriate recommends to the relevant employing entity, tems n relation to
terms, conditions, remuneration and incentives for staff employed within the Insight Group Where appropnate,
The Remuneration Committee will ensure that recommendations are consistent with regulatory requirements
The Remuneration Committee comprises of one Director representing the BNY Mellon Group and an
independent non-executive Director

Employees

Full and fair consideration 1s given to applications for employment made by disabled persons having regard to
their particular aptitudes and abilites Appropnate training I1s arranged for disabled persons, including retraining
for alternative work of employees who become disabled, to promote therr career development within the
organisation

Our employee policy 1s consistent with the BNY Mellon group wide policy Please refer to BNY Mellon
International Asset Management Group Limited directors’ report for further information

Insight Investment Management Limited




Directors’ report (continued)

Political and charitable contributions

The Company made no political contnbutions during the year (2009 £qmil) Donations to UK chanties amounted
to £nil (2009 £n1), however Insight staff worked closely in 2010 with Greenfingers, our chosen chantable
partner, with various fund raising events organised throughout the year

International financial reporting standards

These accounts are prepared in accordance with applicable United Kingdom law and International Financial
Reporting Standards (IFRSs) and its interpretations as endorsed by the EU and effective at 31 December 2010

By crder of the Board

Atul Manek Registered Office:
Director 33 Old Broad Street
London

EC2N 1HZ

23 March 2011
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Statement of directors’ responsibilities

The Directors are responsible for preparng the Directors’ report and financial statements in accordance with
applicable law and regulations

Company law requires the Directors to prepare Company financial statements for each financial year Under
that law they have elected to prepare the Company financial statements in accordance with IFRSs as adopted
by the EU and applcable law

The Company financial statements are required by law and IFRSs as adopted by the EU to present farrly the
financial position of the Company and the performance for that period, the Companies Act 2006 provides In
relation to such financial statements that references in the relevant part of that Act to financial statements giving
a true and farr view are references to their achieving a fair presentation

In preparnng these Group and Company financial statements, the Directors are required to
» select suitable accounting policies and then apply them consistentiy,
s make judgements and estimates that are reasonable and prudent,
» state whether they have been prepared in accordance with IFRSs as adopted by the EU, and

+ prepare the financial statements on the going concern basis untess it 1s inappropriate to presume that
the Company will continue 1n business

The Directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at
any time the financial positton of the Group and Company and enable them to ensure that its financial
statements comply with the Companies Act 2006 They have general responsibiiity for taking such steps as are
reasonably open to them to safeguard the assets of the Group and Company and to prevent and detect fraud
and other irregulanties

Under applicable law and regulations, the Directors are also responsible for prepanng a Directors’ Report and a
Business Review

Insight Invesiment Management Limited




Independent auditors’ report to the members of Insight Investment
Management Limited

We have audited the Group and Company financsal statements (“the financial statements”) of Insight Investment
Management Limited for the year ended 31 December 2010 (set out on pages 12 to 52} The financal reporting
framework that has been applied in their preparation 1s 1in accordance with applicable law and International
Financial Reporiing Standards {IFRSs) as adopted by the EU and, as regards the parent company financial
statements, as applied in accordance with the provisions of the Companies Act 2006

This report 1Is made solely to the Company's members, as a body, in 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 matters we are required to state to them in an auditors' report and for no other purpose To the
fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the Company
and the Company's members, as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

As explained more fully in the Directors’ Responstbilities Statement set out on page 9, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and farr
view Our responsibility 1s to audit the financial statements in accordance with applicable 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 the financial statements

A descrnption of the scope of an audit of financial statements 1s provided on the APB's web-site at
www frc org uk/apb/scope/private ¢fm

Opinion on financial statements
In our opinion

+ the financial statements give a true and fair view of the state of the Group's and of the parent company's
affairs as at 31 December 2010 and of the Group's profit for the year then ended,

» the Group financial statements have been properly prepared in accordance with IFRSs as adopted by the
EU,

» the parent company financial statements have been properly prepared n accordance with IFRSs as
adopted by the EU and as applied in accordance with the provistons of the Companies Act 2008, and

» the financial statements have been prepared in accordance with the requirements of the Companies Act
2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the informatron given in the Directors’ Report for the financial year for which the financial
statements are prepared is consistent with the financial statements

Insight Investment Management Limited 10




Independent auditors’ report to the members of Insight Investment
Management Limited (continued)

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to
report to you if, in ocur opinion

» adequate accounting records have not been kept by the parent company, or returns adequate for our
audit have not been received from branches not visited by us, or

» the parent company financial statements are not in agreement with the accounting records and returns,
or

+ certain disclosures of directors' remuneration specified by law are not made, or

« we have not received all the information and explanations we require for our audit

Rt

R Scott-Hopkins, Senior Statutory Auditor
for and on behalf of KPMG Audit Plc
Chartered Accountants

15 Canada Square

London E14 5GL

23 March 2011
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Consolidated statement of comprehensive income
For the year ended 31 December 2010

2010 2009

Note £000 £000
Continuing operations
Revenue 2 134,275 165,394
Cost of sales 3 (9,238) (14,207)
Gross profit 125,037 151,187
Administrative expenses {89,454) (104,590)
Exceptional items 6 - (15,328)
Other operating expense 4 - (60)
Results from operating activities 35,583 31,209
Financial ncome 5 382 1,225
Financial expenses 5 (10) (188)
Net finance income 372 1,037
Share of profit of equity-accounted investees (net of tax) 16 435 442
Profit hefore income tax 7 36,390 32,688
Income tax expense 11 (10,458} (21,645)
Profit for the year attributable to owners of the Group 25,932 11,043
Other comprehensive income
Foreign currency translation differences - equity-accounted (51) 28
Investees
Income tax on other comprehensive income - -
Other comprehensive income for the year (net of tax) (51) 28
Total comprehensive income for the year (net of tax) 25,881 11,071

The notes on pages 17 to 52 form part of these financial statements
~
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Consolidated statement of financial position
Year ended 31 December 2010

31 December

31 December

2010 2009

Note £000 £000
Assets
Property, plant and equipment 14 1,603 505
Intangible assets 15 38,018 36,711
Other investments 16 633 734
Deferred tax assets 17 3,270 599
Non-current assets 43,524 38,549
Cther investments 18 47,090 18,415
Trade and other recevables 19 65,592 53,317
Cash and cash equivalents 20 39,657 43 152
Current assets 152,339 114,884
Total assets 495,863 153,433
Equity
Issued capital 21 9,307 9,304
Share premium 21 3,098 1,000
Reserves 21 57,400 57,451
Retained earnings 21 36,763 10,831
Equity attributable to owners of the
Group 106,568 78,586
Liabilities
Trade and other payables 22 89,295 74,847
Total liabilities 89,295 74,847
Total equity and liabilities 195,863 153,433

These financtal statements were approved by the Board of Directors on 23 March 2011 and were signed on its

behalf by

ol

Abdallah Nauphal
Director

Company registration number: 2111149

The notes on pages 17 to 52 form part of these financial statements

Insight Investment Management Limited

Atul Manek
Director
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Company statement of financial position
Year ended 31 December 2010

31 December 31 December
2010 2009
Note £000 £000
Assets
Property, plant and equipment 14 - -
Other investments 16 61,714 61,703
Deferred tax assets 17 2,917 -
Non-current assets 64,631 61,703
Other investments 18 1,609 601
Trade and other receivables 19 8,449 2
Cash and cash equivalents 20 4,007 2,078
Current assets 14,065 2,679
Total assets 78,696 64,382
Equity
Issued capital 21 9,307 9,304
Share premium 21 3,098 1,000
Reserves 21 2,622 2,507
Equity attributable to owners of the
Group 15,027 12,811
Liabilities
Trade and other payables 22 63,669 51,571
Total liabilities 63,669 51,571
[Total equity and liabilities 78,696 64,382

These financial statements were approved by the Board of Directors on 23 March 2011 and were signed on its
behalf by

wrkl

Abdallah Nauphal Atul Manek
Director Director

Company registration number' 2111149

The notes on pages 17 to 52 form part of these financial statements
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Consolidated statement of changes in equity

For the year ended 31 December 2010

Foreign
Share currency
Share premium Other translation D's:f;;fvbefz
capital account reserves reserve Total

Note £000 £000 £000 £000 £000 £000
Balance at 31 December 2008 9,304 1,000 57,336 87 46,288 114,015
Total comprehensive income for the
year
Profit . . - - 11,043 11,043
Total other comprehensive income _ _ ) 28 . 28
Total comprehensive income for the
year - - - 28 11,043 11,071
Contributions by and distnbutions to
owners of the Group
Dividends to owners of the Group 12 _ R ) ) (46,500) (46,500)
Total contributions by and distnbutions
to owners of the Group - - - - (46,500) (46,500)
Balance at 31 December 2009 9304 1,000 57,336 115 10,831 78,586
Total comprehensive income for the
year
Profit . - - - 25932 25932
Total other comprehensive income ) } ) (51) (51)
Total comprehensive income for the
year - - - (51) 25932 25881
Contnbutions by and distnbutions to
owners of the Group
investment in share capital of the
company 21 3 2,098 - - - 2,10
Dividends to owners of the Group 12 ) ) ) ) ) )
Total contnbutions by and distnbutions
to owners of the Group 3 2,098 - - 2,101
Balance at 31 December 2010 9,307 3,008 57,336 64 36,763 106,568

The notes on pages 17 to 52 form part of these financial statements

Insight Investment Management Limited
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Consolidated statement of cash flows

For the year ended 31 December 2010

Group Company
2010 2009 2010 2009
Note £000 £000 £000 £000
Cash flows from operating activities
Profit for the year 25,932 11,043 115 46,194
Adjustments for
Tax 11 10,458 21,645 195 12,486
Depreciation 14 244 124 - -
Dividend income - - - (568,801)
Loss / {profit) on disposal of property, plant and
equipment 4 - 45 - 1
Loss on disposal of intangibles 4 - 15 - -
Profit on disposal of subsidiary - - - {30)
Amortisation of intangibles 15 74 a6 - -
Interest income 5 (97) (1,225) (18) (121)
Interest expense 5 - 5 - -
Share of results in joint ventures 16 (435) (442) - -
36,176 31,296 292 {71)
Changes in
- trade and other recewvables 19 (12,275) (8,019) (8,447) 960
- trade and other payables 22 23,412 (44,729) 16,540 (31,242)
Cash generated from operations 47,313 (21,452) 8,385 (30,353)
Interest pard - (5) - -
Income taxes paid (22,093)  (16,996)  (7,553)  (3,266)
Net cash from (used in) operating activities 25,220 (38,453} 832 (33,619)
Cash flows from investing activities
Interest receved 77 569 17 114
Dwvidends received 485 101 - 58,601
Proceeds from sale of subsidiary - - - 30
Proceeds from sale of property, plant and equipment - 3 - -
Proceeds from sale of investments - 27,334 - 312
Acquisiticn of property, plant and equipment 14 {1,342) (97) - -
Acquisiticn of non-current investments 16 - - {11) -
Acquisition of other current investments 18 (28,675) - (1,008) -
Software development expenditure 15 (1,381) (7) - -
Net cash from investing activities {30,836) 27,903 (1,002) 59,057
Cash flows from financing activities
Proceeds from 1ssue of share capital 21 2,101 1 2,101 1
Dividends paid 12 - {46,500) - (46,500)
Net cash from financing activities 2,101 {46,499) 2101  (46,499)
Net {decrease) / increase in cash and cash equivalents (3,515) (57.049) 1,931 (21,081)
Cash and cash equivalents at 1 January 20 43,152 100,165 2076 23,137
Effect of exchange rate fluctuations on cash held 20 36 - -
Cash and cash equivalents at 31 December 20 39,657 43,152 4,007 2,076

The notes on pages 17 to 52 form part of these financial statements

Insight Investment Management Limited

16



Notes to the financial statements

1.  Significant accounting policies

Insight Investment Management Limited (the “Company”) 1s a cempany domiciled in the United Kingdom
The consolidated financial statements were authonsed for 1ssue by the Directors on 15 July 2010 The
Group operates as a single asset management business and considers itself to be a single segment
investment management business

The financial statements have been prepared on a going concern basis

(a) Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting
Standards ("IFRSs") and its interpretations as endorsed by the EU and effective at 31 December 2010

The accounting policies set out below have been applied in respect of the financial year ended 31
December 2010

(b) Basis of preparation

The financial statements are presented in Sterling, rounded to the nearest thousand They are prepared
on the histoncal cost basis except for current asset investments, which are stated at their fair value

Non-current assets held for sale are stated at the lower of carrying amount and fair value less costs to
sell

The preparation of financial statements in conformity with IFRSs requires management to make
Judgements, estimates and assumptions that affect the apphcation of pohcies and reported amounts of
assets and liabilities, income and expenses The estimates and associated assumptions are based on
histoncal experence and varnious other factors that are believed to be reasonable under the
circumstances, the results of which form the basis of making the judgements about carrying values of
assets and labiities that are not readily apparent from other sources Disclosures about critical
accounting estimates and the related assumptions are included in the appropriate Notes to the Accounts
Actual results may differ from these estmates

The estimates and underlying assumptions are reviewed on an ongoing basis Rewisions to accounting
estimates are recognised in the pernod in which the estimate 1s revised If the revision affects anly that period
or in the period of the revision and future pertods if the revision affects both current and future penods

(c) Basis of consolidation

The consolidated financial statements include the results of the Company and its subsidiary undertakings,
together with the Group's Interests In associated undertakings, jointly controlled entittes and general
partnerships

(d) Foreign currency

Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date of the
transaction Monetary assets and liabilities denominated in foreign currencies at the statement of financial
position date are translated to Sterling at the foreign exchange rate ruling at that date Foreign exchange
differences ansing on translation are recognised In the statement of comprehensive income Non-
monetary assets and labilities that are measured in terms of historical cost in a foreign currency are
translated using the exchange rate at the date of the transaction

{e) Property, plant and equipment
Owned assets

items of property, plant and equipment are stated at cost less accumulated depreciation and imparrment
losses

Insight Investment Management Limited 17




Notes to the financial statements (continued)

1. Significant accounting policies (continued)
(e) Property, plant and equipment (continued)

Property, plant and equipment are assessed for impairment where there 1s an indication of imparment
Where impairment extsts, the carrying amount of the asset 1s reduced to its recoverable amount and the
impairment loss recognised In the statement of comprehensive income The depreciation charge for the
asset 1s then adjusted to reflect the asset's revised carrying amount

Where parts of an item of property, plant and equipment have different usefu! lives, they are accounted
for as separate items of property, plant and equipment

Subsequent costs

The Company recognises in the carrying amount of an item of property, plant and equipment the cost
of replacing part of such an item when that cost i1s incurred If it 1s probable that the future economic
benefits embodied with the item will flow to the Company and the cost of the item can be measured
rehably All other costs are recogrised in the statement of comprehensive iIncome as an expense as
incurred

Depreciation

The cost of equipment, including vehicles less estimated residual value, 1s wnitten off in equal instalments
over expected lives of the following assets

Motor vehicles 4 years
Computer equipment 3 years
Fixtures, fittings and equipment 5 years

(f) Intangible assets
Software development costs

Costs associated with the development of software for internal use, subject to de minimis limits, are
capitalised only If the software Is technically feasible and the Company has both the intent and sufficient
resources to complete the development In addition costs are capitalised only If the asset can be reliably
measured, will generate future economic benefits and there is an ability to use or sell the asset

Only costs that are directly attnbutable to bnnging that asset into working condition for its intended use
are included in ts measurement These costs include all directly attnbutable costs necessary to create,
produce and prepare the asset to be capable of operating in a manner intended by management Other
development expenditure, including software research development costs, are recognised in the
statement of comprehensive income as an expense as incurred

Capitalised development expenditure I1s stated at cost less accumulated amortisation and imparment
losses The useful life of software development costs 1s deemed to be finte Amortisation 1s charged to
the statement of comprehensive iIncome on a straight-line basis over four years

Capitalised development expenditure 1s assessed for mparment where there 15 an ndication of
impairment Where imparment exists, the carrying amount of the asset 1s reduced to its recoverable
amount and the impairment loss recognised in the statement of comprehensive income The amortisation
charge for the asset 1s then adjusted to reflect the asset’s revised carrying amount
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Notes to the financial statements (continued)

1.  Significant accounting policies (continued)
{f) Intangible assets (contnued)

Goodwill

Goodwill ansing on acquisition, stated at the excess of the cost of acquisition over the fair value of the
Group’'s share of the net assets acquired, 1s capitalised in the statement of financial position Following
initial recognition, goodwill 1s stated at cost less any accumulated impairment losses An impairment
review 1s carned out at least annually and any imparment Is recognised immediately in the statement of
comprehensive income and 1s not subsequently reversed

Other intangible assets — purchased software

Other intangible assets that are acquired by the Company are stated at cost less accumulated
amortisation and impairment losses Amortisation 1s charged to the statement of comprehensive income
on a straight-ine basis over the estimated useful life of six years unless such lives are indefinite Other
intangible assets with an indefinite useful iife are systematically tested for imparment at each statement
of financial position date

Subsequent expenditure

Subsequent expenditure on all capitalised intangible assets I1s capitalised only when it increases the
future economic benefits embodied n the specific asset to which it relates All other expenditure I1s
expensed as incurred

{g)Other investments
Investments in subsidiaries and general partnerships

The investments in subsidiary undertakings and in general partnerships in the Company’s financial
statements are stated at cost less impairrment

Investments 1n subsidiary undertakings and in general partnerships are assessed for impairment where
there 1s an indication of imparment Where impairrment exists, the carrying amount of the asset 1s
reduced to its recoverable amount and the imparment loss recognised in the statement of
comprehensive income

Investments in joint ventures

The Group's share In joint ventures 1s stated in the consolidated statement of financial position as the
Group's share of therr net assets The attnbutable share of results of joint ventures, generally based on
management accounts, 1s Included In the consolidated statement of comprehensive income using the
equity method of accounting The investments in joint ventures in the Company's financial statements are
stated at cost plus the share of profits to date less impairment

Current asset investments

All current asset investments are designated as at fair value through profit and loss with gains and losses
taken to the statement of comprehensive iIncome as they anse Farr value i1s determined by reference to
quoted market prnices on the statement of financial position date

(h) Trade and other receivables

Trade receivables and other receivables are intially measured at farr value and are subsequently
measured at amortised costs using the effective interest rate methed, less provision for impawment
Appropriate allowances estimated irrecoverable amounts are recognised n the statement of
comprehensive income, where there Is objective evidence that the asset 1s impaired
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Notes to the financial statements (continued)

1.  Significant accounting policies {continued)
(1) Cash and cash equivalents

Cash and cash equivalents compnse solely of cash balances Bank overdrafts that are repayable on
demand and form an integral part of the Company’s cash management are included as a component of
cash and cash equivalents for the purpose of the statement of cash flows

(i) Impairment

The carrying amounts of the Company's assets are reviewed at each statement of financial position date to
determine whether there 1s any indication of imparrment If any such indication exists, the asset's
recoverable amount 1s estimated

An impairment loss 1s recognised whenever the carrying amount of an asset or its cash-generating unit
exceeds its recoverable amount Impairment losses are recognised n the statement of comprehensive
Income

(k) Reversals of impairment

An impairment loss in respect of a recewvable carned at amortised cost 1s reversed If the subsequent
Increase In recoverable amount can be related objectively to an event occurring after the impairment loss
was recognised In respect of other assets, an impairment less 1s reversed If there has been a change In
the estimates used to determine the recoverable amount

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

(1) Dividends
Dwidends are recognised as a habtlity in the period in which they are declared
(m)interest bearing borrowings

Borrowings are recogrised initially at fair value, net of transaction costs incurred Borrowings are
subsequently stated at amortised cost using the effective interest rate method

(n)Provisions

A provision Is recegnised In the statement of financial position when the Company has a present legal or
constructive obligation as a result of a past event, and it 1s probable that an outflow of economic benefits
will be required to settle the obhigation If the effect 1s matenal, provisions are determined by discounting
the expected future cash flows at a pre-tax rate that reflects current market assessments of the time
value of money and, where appropriate, the nisks specific to the hability

{0} Trade and other payables

Trade and other payables are initially measured at far value and subsequently measured at amortised
cost using the effective interest rate method

{p)Income tax

Income tax on the profit and loss for the year comprises current and deferred tax Income tax s
recognised in the statement of comprehensive income except to the extent that it relates to items
recogmsed directly in equity, in which case it 1s recognised in equity
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Notes to the financial statements (continued)

1.

Insight Investment Management Limited

Significant accounting policies (continued)

{p) Income tax (continued)

Deferred tax 1s provided using the statement of financial position habiity method, providing for temporary
differences between the carrying amounts of assets and labilihes for financial reporting purposes and the
amounts used for taxation purposes The following temporary differences are not provided goodwill not
deductible for tax purposes, the initial recognition of assets and liabilties that affects neither accounting
nor taxable profit and differences relating to investments in subsidianes to the extent that they will
probably not reverse in the foreseeable future The amount of deferred tax provided 1s based on the
expected manner of realisation or settlement of the carrying amount of assets and liabihties, using tax
rates at the statement of financial position date

{q) Financial income and financial expense

Financial income compnises income on funds invested (including availlable-for-sale financial assets),
dividend income, gains on the disposal of avallable-for-sale financial assets, changes in the fair value of
financial assets at fair value through profit or loss, and gains on hedging instruments that are recognised
in profit or loss Interest income 1s recognised as It accrues In profit or loss, using the effective interest
method

Financial expense comprses Interest expense on borrowings and bank overdrafts
Foreign currency gains and losses are reported on a net basis

The Company recognises dividend income when the Company’s nght to receive payment s established

(r} Revenue

Revenue comprises

¢ Sales and repurchases of units in unit trusts and shares in OEICs, and
« Fees anising from investment management and other related services

Management fees are recognised in the statement of comprehensive income as they are earned
Performance fees are recognised when the quantum of the fee can be estmated reliably and it 1s
probable that the fee will crystallise

In accordance with IAS 18, up front fees charged on the sale of shares in OEICs have been apportioned
into a brokerage fee recognised at the inception of the contract and a front end investment management
fee deferred and recognised over a period of the average life of investment in the funds

(s) Pension schemes

All employees performing services on behalf of the group are contractually employed by Insight
Investment Management Limited and employees are members of a defined contribution scheme, the
Mellon Group Pension Plan Obligations for contributions to defined contnbution pension plans are
recognised as an employee expense In the statement of comprehensive income in the periods dunng
which services are rendered by employees
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Notes to the financial statements (continued)

1.

Insight Investment Management Limited

Significant accounting policies (continued)

(t) Share based payment arrangements

The Company operates two share based payment schemes known individually as the Jointly Owned
Equity plan and the All-Employee Long Term Incentive Plan

The fair value of shares granted 1s recognised as an employee expense with a corresponding increase In
habiliies and 1s spread over the period dunng which employees become unconditionally entitled to the
scheme shares The value of the Company's shares at the grant date was determined through a
combination of standardised market method and discounted cash flow valuation techriques The profit
and loss account charge 15 adjusted for the growth In value of the shares over time and 1s adjusted to
reflect the actual levels of shares issued over the vesting period

{(u)Financial instruments

A financial asset 1s classified on mitial recognition as either being at fair value through profit or loss, a
loan or recewvable, held-to-matunty or avalable-for-sale Financial habihties are categonised on inival
recognition as either at fair value through profit or loss or as “other” hiabilities The categorisation on initial
recognition determines whether and where any remeasurement to farr value 1s recognised

Financial assets are measured at far value except for loans and receivables, held-to-matunty
investments and unlisted equity instruments in the rare circumstances that fair value cannot be measured
rehiably

Financial liabilities are measured either at fair value through profit or loss or at amortised cost depending
on their categorisation on inihal recognition

A financial asset 1s derecognised when

» the nghts to the cash flows from the asset expire,

« the nghts to the cash flows from the asset and substantially all the nsks and rewards of ownership of
the asset, are transferred,

e an obligation to transfer the cash flows from the asset 1s assumed and substantially all the risks and

rewards are transferred, or
» substantially all the nisks and rewards are netther transferred nor retained, but control of the asset 1s
transferred

A financial hability 1s derecognised when the obligation s discharged, cancelled or expired

(v)IFRSs applied in 2010

No new standards have been applied during 2010

(w)IFRS not yet applied

During the course of the year, the IASB and IFRIC issued a number of new accounting standards,
amendments to existing standards and interpretations The following new or amended standards are not
applicabte to these financial statements but are expected to have an i/mpact when they become effective
in future accounting penods The Company plans to apply these standards in the reporting penod in
which they become effectve IFRS 9, ‘Financial Instruments’, proposes revised measurement and
classification criteria for financial assets This standard has a mandatory effective date in 2013  The
Company Is still assessing the impact on the Company's future financial statements
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Notes to the financial statements (continued)

2. Revenue

2010 2009
£000 £000
Brokerage income 57 118
Investment management fees 131,971 162,035
Other 2,247 3,241
134,275 165,394
3. Cost of sales
2010 2009
£000 £000
Brokerage expense - 28
Commussion payable and other trading expenses 9,238 14,179
9,238 14,207
4. Other operating expense
2010 2009
£000 £000
Net (loss) / profit on disposal of property, plant and equipment - (45)
Net loss on disposal of intangibles - (15)
- (60)
5. Finance income and finance costs
2010 2009
£000 £000
Net change in financial instruments designated at fair value through
profit or loss 230 635
interest income on other financial assets 97 590
Foreign exchange gan 55 0
Financial income 382 1,225
Interest expense on financial iabilities measured at amortised cost - (5)
Foreign exchange loss {10} {(183)
Financial expense (10} (188)
Net financing income 372 1,037
23
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Notes to the financial statements (continued)

6. Exceptional items

2010 2009
£000 £000
Accelerated IFRS 2 share scheme charges following the takeover of
HBOS pic by Lloyds TSB Group ple - 8,529
Accelerated IFRS 2 share scheme charges following the acquisition
of Insight Investment Management Limited by BNY Mellon
International Asset Management Group Limited - 6,799
Total - 15,328

The 2009 costs related to the Insight Investment Management Limited Share Option Plan This incentive
scheme culminated during the year ended 31 December 2009 due to the change of ownership events
described above

7. Profit before tax

2010 2009
£000 £000
Profit before tax 1s stated after charging
Auditors’ remuneration for
Audit services 91 83
Audit of subsidiaries 124 113
Audit of joint ventures 4 4
Regulatory fees 85 78
All other services 58 118
Depreciation of property, plant and equipment 244 124
Amaortisation of intangibles 74 86
8. Personnel expenses
2010 2009
£000 £000
Wages and salaries 46,297 53,749
Compulsory social security contnbutions 5,433 6,336
Contributions to defined contribution plans 2,589 3,315
Expense ansing from share-based payments 10,803 28,432
65,122 91,832
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Notes to the financial statements (continued)

9.

Insight Investment Management Limited

Share based payment arrangements

2009 share schemes

Dunng 2009 and prior to being acquired by BNY Mellon International Asset Management Group Limited,
the Group, in comunction with it's then uitimate parent undertaking, Lioyds Banking Group plc, operated
an equity-settled Long Term Incentive Plan scheme called The Insight Investment Management Ltd
Share Option Plan

Due to the change of ownership events described in note 6 the costs of the scheme accelerated as all
residual obligations were extinguished early

2010 share schemes

During 2010 two new share schemes were launched as part of the Group’s overall commitment {o a
competitive remuneration strategy and to align the interests of management and staff with the leng term
objectives of shareholders

Jointly Owned Equity plan

The Jointly Owned Equity Plan {"JOE") i1s a tripartite agreement between the Company, RBC Cees
Trustee Limited {the Trustee of the Insight Employee Benefit Trust (“EBT")} and the participants
subscribing for an interest in shares (selected employees) Each year the Company may invite
participants to subscribe for shares At the time of the first JOE award each share jointly 1ssued to the
Trustee and the participant was valued at £1 00 based on an independent valuation of the Company at
31 December 2009 In a subsequent JOE award, shares were jointly 1ssued at a grant value of £1 15,
following another independent valuation undertaken on 30 September 2010 Scheme participants have
been issued ordinary C shares of nominal value Q 0001p each, which carry neither nghts to dividends nor
any voting rights (see note 21)

The vesting pericd for the participant’'s interest in the shares ranges from twe to three years from the date
the shares are jointly i1ssued to the Trustee and the participant

The shares are subject to a minimum holding period after the initial vesting date of six months and one
day and the maximum holding pencd following the end of the stated vesting pericd 1s four years If
participants neglect to sell their shares prior to the end of the maxmum holding pericd after the vesting
period comes to an end, the night to sell the shares lapses and the shares must be acquired by the
Trustee
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Notes to the financial statements (continued)

9. Share based payment arrangements (continued)

All-Employee Long term Incentive Plan

The All-Employee Long Term Incentive Plan (“LTIP") was designed to give all permanent employees the

opportunity to share in the future growth of the Company

During October 2010 employees were offered ordinary B shares of nominal value 0 0001p each The

value of the shares at grant was £1 15 per share based on an independent valuation of the Company
The shares carry neither rights to dividends nor any voting rights (see note 21)

The award of free shares I1s subject to a mimmum holding pertod commencing on the date of award and
culminating on 16 Apnl 2013, during which time the participant cannot sell the shares During this perod

the free shares are held on behalf of the participating employees by the Trustee within the Insight EBT

As there 1s no hquid secondary market for the shares, as soon as possible after 16 April 2013 the Trustee

will purchase the participant's shares at the priced determined during the most recent valuation

Movement in shares

Movement In shares granted under the schemes are as follows

2 Year JOE 2 5 Year JOE 3 Year JOE LTIP

No of Price Neo of Price No of Price No of Price

shares shares shares shares
£ £ £ £
Outstanding at 1 January - - - - - - - -
Granted during the year 10,508,150 1 86,956 115 19,290,350 1 378,328 115
Exercised dunng the year (28,295) 115 - Nit (15,458) 1156 - Nil
Forfeited dunng the year (665,705) 1 - Nil (767,142) 1 - Nil
Expired durning the year - Nil - Nil - Nil - Nil

Qutstanding at 31 December 9,814,150 86,956 18,507,750 378,328

Shares exercised during the year relate to certain employees who were entitled to sell thewr shares to the

Trustee before the end of the mimimum holding penod

Instght Investment Management Limited
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Notes to the financial statements (continued)

9. Share based payment arrangements (continued)
Financial assumptions underlying the calculation of fair value

The expense recognised 1n the Company’s accounts in respect of the JOE and LTIP schemes i1s based
on the fair value of shares granted as calculated by an independent valuation specialist The tables below
summarise the underlying scheme architecture for each of the schemes in operation

Scheme details

JOE - 2 year

Scheme year 2010

Date of grant 25th March 10
Number granted 10,508,150
Share price at the date of grant (£) 100

Exercise price (£) Nil
Contractual Iife 6 years
Vesting period 2 years

JOE -2 § year

Scheme year 2010

Date of grant 9th December 10
Number granted 86,956

Share price at the date of grant (£) 115

Exercise price (E) Nil
Contractual life 6 5 years
Vesting period 2 5 years
JOE - 3 year

Scheme year 2010

Date of grant 25th March 10
Number granted 19,290,350
Share price at the date of grant (£) 100

Exercise price (£) Nil
Contractual life 7 years
Vesting period 3 years

LTIP

Scheme year 2010

Date of grant 13th Cctober 10
Number granted 378,328
Share price at the date of grant (£) 115

Exercise price (£) Nil
Contractual life 2 5Years
Vesting penod 2 5 years
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Notes to the financial statements (continued)

10. Remuneration of directors

2010 2009
£000 £000
Aggregate directors’ remuneration
Directors’ emoluments 5,147 9,229
Long term incentive schemes 2,995 3,362
Pension contributions 189 153
8,331 12,744
Highest paid director
Directors’ emoluments 2,005 5,013
Long term incentive schemes 1,161 1,484
Pension contributions 58 63
3,224 6,560

Number of directors

2010 2009
Benefits are accruing to the following number of Directors under
The number of Directors who exercised Insight share options - 4
The number of Directors in respect of whose services shares were
received or recelvable under the Insight long term incentive scheme
and Joint Ownership Equity Plan 5 4
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Notes to the financial statements (continued)
11. Income tax

Income tax recognised in profit or loss:
2010 2009
£000 £000

Current tax expense

Current year 13,129 17,055
Adjustment for prior years - (414)
13,129 16,641

Deferred tax expense
Deferred tax charge / {credit) for the perod at a rate of 28% (2009
28%) (2,671) 182

Deferred tax charge in respect of earlier periods 4,852
(2,671) 5,004
Total Income tax expense In statement of comprehensive income 10,458 21,645

Reconciliation of effective tax rate:

The tax assessed for the period 1s higher {2008 lower) than the standard rate of corporation tax in the UK
of 28% (2008 28 5% on a pro rata basis) The differences are explamed below

2010 2009
£000 £000
Profit on ordinary activities before tax 36,389 32,688
Profit on ordinary activities multiplied by the standard rate of
corpe