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PANMURE GORDON & CO PLC
{“PANMURE GORDON” OR THE “GROUP")

Results for the Year ended 31 December 2007

HIGHLIGHTS

Financial Highlights

*

Group revenue up 55% to £65 2m (2006 £42 O0m)

Basic earnings per share increased to 8 23p (2006 6 49p)

Adjusted earmings per share of 11 68p (2006 15 83p)

Final dividend of 1 5p, giving total maiden dvidend of 3p

Cash position of £34 4m at year end with net tangible assets (excluding goodwill) of £37 6m
Overall increase in UK investment banking fees to £26 2m (20068 £23 3m)

US investment banking revenue on a pro-forma basis grew by 38% to $31 9m*

Panmure Gordon involved in deals raising £1 2bn

ThinkEquity involved in deals raising $2 Obn

ThinkEquity Wealth Management assets under advisement up by 8% at $889m

Calendar 2007 versus calendar 2006 The results of ThinkEquily are included in the Group results only from the date of acquisition

of 30 March 2007

Business Highlights

Acquisition of ThinkEquity in March 2007

62 billable transactions in the UK

27 new corporate clients dunng 2007 in the UK

22 equity transactions executed in the US

Recognised as most active AIM broker in first half 2007 by Growth Company Investor
Opening of new offices in Liverpool and Geneva

Page 2 of 76




Chairman’s statement

The year has been one of challenge and achievement for Panmure Gordon & Co It has also been a year of
two halves

Duning the first half of 2007, we completed the acquisition of ThinkEquity Holdings LLC and witnessed the
transformation of our business from a domestic, UK based investment banking firm to a firm with a broad
reach into the US and beyond

Combining the two firms, both of which have established strong reputations for client-led business, gives our
clients access to the world's two most significant capital markets It also provides the opportunity to build a
firm capable of offering full access to, and coverage of, the UK and US capital markets We continue to
believe that this strategy 1s correct and that Panmure Gordon will be able to grow more successfully - and be
better positioned over the long term - by having a breader international presence

During 2007, we added offices in Liverpool, and in January 2008 in Geneva, the first pnmanly for our UK
business, the latter to increase distribution of the Group’s institutional equities products

Market conditions during the first half of 2007 were broadly favourable for Panmure Gordon’s business We
enjoyed an active and profitable six months and strengthened our leading position as an underwriter to
companies wishing to st in the UK We also consolidated our reputation in the US as a ieading emerging
growth investment and research firm The reputation we have established in both markets s our most vital
asset

During the second half of 2007, the progressively detenorating environment for capital raising and securities
trading put pressure on both our UK and US businesses We responded accordingly and enter 2008 in good
condition to manage our way through what I1s proving to be the most severe downturn in the capital markets
in the last twenty years and we will conhinue to take whatever steps are necessary to adjust to the changing
market circumstances As a sign of our confidence in the future for the business, the Board 1
recommending a final dividend of 1 5p, making a total maiden dividend of 3p

The Remuneration Committee has recently undertaken a review of the Company's share based long-term
incentive provision, since the majority of the Company's past share awards will have vested by Apnl 2008
We are keen to ensure that we will be providing a competitive share based incentive package in 2009 and
thereafter, 1n particular one that will assist the retention of the talented Executive Directors and employees
required to drive our future success We intend to establish a Performance Share Plan to operate as the
primary long-term incentive vehicle going forward under which shares will be awarded suhject to the
attainment of certain performance conditions Further details of the scheme appear in the AGM notice

During the second half of 2007, we welcomed to our Board Anthony Cann, Simon Bax and Paul Gismondi
We also bade farewell to Jonathan Hack, who served with distinction as a Board member since 2005 and to
whom | would like to extend my thanks on behalf of the rest of the Board and the Company for his service

Finally, 1 would like to extend, on behalf of the whole Board, the thanks that are due to our staff, our clients
and our shareholders, who have provided the bedrock of support that 1s so wvital to the long term

development of our business | would also like to thank our management team for therr perseverance and
dedication

Charles Stonehill
Chairman

11 March 2008
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Chief Executive’s review

| am pleased to report that 2007 was a very active year for Panmure Gorden & Co during which we made
considerable progress in building our business for the future Two notable highlights were the completion of
the acquisition of US growth-company investment bank ThinkEquity and the opening of a new office in
Liverpaool

Results

After a strong first half we had to contend with volatile markets 1n the latter part of the year We also took a
number of decisions which had an impact on the second half numbers but have placed the business in better
shape In the UK we extted investment trusts in the first quarter of the year which had a significant impact on
revenue but little impact on profitability

As a consequence of acquinng ThinkEquity we saw revenue increase by 55% to £65 2m {2006 £42 Om)
Adjusted operating profit fell by 25% to £8 8m (2006 £11 6m) reflecting market conditions 1n the second half
of the year Basic earnings per share increased from 6 49p to 8 23p, principally because of the benefit from
a deferred tax credit relating to the future exercise of share options Adjusted earnings per share were
11 68p (2006 15 83p}) reflecting both the results and the shares 1ssued in conjunction with the acquisiton of
ThinkEquity This 1s after charging £1 9m in respect of certain hirning costs in the US business Adding back
the losses incurred on availlable for sale investments, principally the wnte down of one Investment in a
corporate stock, adjusted earnings per share would have been 12 88p

Our people

We continued to attract exceptionally talented staff Within the UK the most significant change was the
opening of our Liverpool office which now has a team of 13 and 1s making a strong contribution to the firm
Following our withdrawal from investment trusts we ended 2007 with a very similar headcount in the UK to
that with which we started the year We see continuing opportunities to hire staff who can make a difference
to the firm

In the US we have also both attracted talented recruits, particularly in investment banking, and are managing
the cost base to reflect market conditions

At all imes, but especially in current markets, the firm appreciates the quality and loyalty of our pecple
UK performance

The UK business model 1s that, in ali bar the most extreme market conditions, all pre-bonus costs are
covered by institutional equities and retainer income  We are therefore not dependent on corperate finance
transaction income to meet costs The bonus pool for staff 1s paid out as a fixed percentage of operating
profit such that staff and shareholders’ interests are aligned

In the first half of 2007 we were pleased to be recognised by Growth Company Investor as the most active
broker on AIM in raising money for corporate clients  In total we were involved in raising over £1 2bn for our
cllents We were engaged n 62 billable transactions demonstrating the benefits of bullding a broad
corporate client base

We were appointed to 27 corporate clients durning the year, more than compensating for those clients, such
as investment trusts, where we exited the relationship during the year, and see considerable opportunity to
add to that number

We have expanded our research and execution services for UK quoted companies and institutional
investors During the year we hired a number of high quality individuals to add to our existing strengths 1n
support services, and to strengthen considerably our property and natural resources franchise \We now
produce research on more than 250 stocks and are a market maker in some 500 stocks

Qur trading philosophy remains one of client facilitation rather than proprietary trading The performance of

our trading book did suffer in December with the admimistrative receivership of a corporate client where we
held a matenal position in the shares
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US performance

ThinkEquity Jjoined the Panmure Gordon Group in March 2007 Following the acquisition we undertook
some hmited restructuring and in particular recrutted a number cf senior investment bankers We are now
one of the few firms with genuine expertise in helping small and mid sized companies on both sides of the
Atlantic and in servicing institubions which invest in such firms  Since the acquisition market conditions have
been difficult which has impacted the financial performance of the business We continue to take steps to
align the cost base of the business with market condiions while strengthening the business where
appropniate The business has real strength in sectors including education, technology and green industries
At the start of 2008 we opened an office in Geneva Inibally this will sell ThinkEquity research product into
Europe though 1t 1s intended that this will also work alongside the London sales desk to sell Panmure
research

While 1t 1s still relatively early days, the strategic rationale for acquinng ThinkEquity remains clear A number
of Panmure Gordon's recent client wins have resulted from introductions by ThinkEquity Panmure Gordon
chents are also being hosted on US road shows by ThinkEquity We now have specialist salesmen selling
the UK product in the US and the US product in the UK We are firmly focused on translating this into a
satisfactory financial performance

Reflecting the increasing closeness of the businesses, ThinkEguity is in the process of being rebranded
ThinkPanmure

Dividend

The Board 15 recommending a final dividend of 1 5p per share (2006 nil} bringing the total dividend for the
year to 3p (2006 nil) The dividend will be payable on 30 May 2008 to all sharehalders on the register at 2
May 2008, subject to shareholder approval

Outlook

At the time of our interm results in September 2007 | commented that the second half of the year was
seeing turbulent equity markets The developing credit crunch impacted the markets in which we operate
The outlook remains unpredictable and we are managing the business accordingly In investment banking
more emphasis 1s being placed on M&A and advisory work, as opposed to flotations, with considerable
success, and we continue to have a strong investment banking pipeline

We have strong brands, excellent people and a rcbust business and are well placed to continue to make
progress Irrespective of market conditions

Tim Linacre
Chief Executive

11 March 2008

Page 5 of 76




Operating review

Financial results 2007

The Panmure Gerdon Group results for 2007 include the results of ThinkEquity for the 8 months of the year
since acguisiion The combined business produced revenue of £652m (2006 £42 Om), adjusted profit
before tax of £10 5m (2006 £12 9m) and adjusted earnings per share of 11 68p (2006 15 83p)

The Board remans absclutely committed to focusing on reducing costs whife ensuring that strategic
spending 15 allocated where necessary for the long-term benefit of the Group and improved revenues

To give a more clear and consistent view of operating performance than 1s contained in the statutory income
statement, the table below sets out operating profit and earnings on an adjusted basis, excluding

IFRS 2 share based payment and related charges
Tax credits relating to IFRS 2 share based payment charges

shares In the Employee Benefit Trust (dividend equivalent bonuses)

Net revenue

Net (loss)/gain on available for sale investments
Less gain relating to discontinued achtivities

Administrative expenses (including bonuses)
Dwvidend equivalent bonuses

Redundancy and restructuring charges
Adjusted operating profit

Interest receivable and similar items
Adjusted profit before tax

Tax

Adjusted earnings

Adjusted earnings per share (p)

Adjusted earnings adding back loss/deducting gain on available for sale investments

Weighted average number of shares in issue
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One off items, including redundancy and restructuring charges, and prior year tax credits
Payments to employees in substitution for dividends that would have been paid In respect of vested

2007 2006
£000 £000
65,159 42,041
(1,104) 471
(77) (84)
(55,926) {30,849)
151 -
432 -
8,635 11,579
1,821 1,336
10,456 12,915
(2,384) {3,082)
8,072 9,833
11.68p 15 83p
12.88p 15 40p
69,102,942 62,081,645




The adjusted earnings reconcile to the profit on ordinary activities after taxation contained in the consolidated
Income statement on page 30 as follows

2007 2006

£'000 £000
Adjusted earnings 8,072 9,833
Add/(less)
IFRS 2 charges as a result of the acquisition of Panmure Gordeon (UK) Limited (4,149) (6,908)
Other IFRS 2 share based payments (2,278) (214)
Gain on sale of discontinued activities net of corporation tax 54 84
Dwvidend equivalent bonuses net of corporation tax (106) -
Redundancy and restructuring charges net of corporation tax {250) -
Pnor year over provision of tax 492 405
Tax relief provided by exercise of share options 849 828
Deferred tax asset from the future exercise of share options 3,323 -
Deferred tax frability relating to goodwill (317) -
Profit for the perod 5,690 4,028
Basic profit per ordinary share 8.23p 6 49p

UK operations — Panmure Gordon & Co

The Board examines a number of key performance indicators in evaluating business performance The most
important of these are

2007 2006
Revenue per employee (£'000) 325 345
Ratio of employee compensation to turnover 55% 55%
Average dally inshtutional revenue (£°000) 64 81
UK adjusted operating profit (£'000) 10,104 11,579

At year end, we were retained by more than 90 UK listed corporate clients and we maintained sales and
trading relationships with over 400 institutional investors in the UK and overseas

Investment banking

The investment banking teams based 1n Londen and Liverpcol continued to build our investment banking
franchise and we were recognised by Growth Company Investor as the most active broker on AIM new
Issues In the first half

Highlights for the year include
+ 62 billable transactions during 2007
= Involved in fundraisings with value in excess of £1 2bn
* 27 new corporate clients during 2007

We have achieved good results through winning and completing successful transactions in a competitive and
challenging capital markets environment Qur corporate client list has been strengthened by the addition of
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larger companies and we continue to deepen our relationships by providing high qualty independent
financial advice

The investment banking team's international reach has further expanded following successful initiatives In
several sectors and geographies Our strong reputation in London 1s reflected overseas and we mamntain
strict standards when selecting opportunities which meet our commercial objectives

institutional equities & research
Our institutional equities team provides research, sales and trading services with a predominantly UK focus
to institutional investors in the UK, US and Eurcpe

During the year, our team continued to produce high-guality independent research covering more than 250
companies from FTSE 100 to AIM Additionally, we increased our sector coverage to 18 market sectors, up
from 15 1n 2006 We are a registered market maker in approximately 500 stocks and provide hquidity In a
further 400 stocks

In our Liverpool office, our analyst team has expanded our research coverage sectors to include
pharmaceutical and biotech and specialist property In London, we have also strategically hired excellent
analysts to strengthen our franchise in the cil and gas and business services sectors
Our trading philosophy remans one of client facilitation rather than propnetary trading

US operations — ThinkEquity Partners LLC

2007
Revenue per employee (£'000)(annualised) 181
Ratio of employee compensation to turnover 71%
Average daily institutional net revenue (£°000) 54
US adjusted operating loss (£'000) (1,469)

The adjusted operating loss of £1 5m 1s for a 9 month period and compares to a calendar 2006 pro-forma
loss of $9 Om (£4 5m at average 2007 exchange rates) The adjusted operating loss 1s struck after all
bonuses, including £2 Om in respect of certain hinng costs

ThinkEquity joined the Panmure Gordon Group in March 2007 It 1s a growth focused, research-centric
investment bank headquartered in San Francisco, with offices in New York, Boston, Chicago, Minneapolis
and Geneva The firm’'s lines of business encompass research, institutional sales and trading, investment
banking and wealth management As an SEC registered Investment Adviser, ThinkEquity offers wealth
management and advisory services to private clients in the US

In January 2008, we saw the acquisition and establishment of the Geneva office, which has tremendous
expenence and relationships and I1s expected to generate significant revenue for the Group through
institutional business and investment banking opportunities

ThinkEquity specialises in identifying unique opportunites and businesses within the following growth
sectors greentech and green consumer, media and e-commerce, education, software and services, gaming
technology, communications and life sciences

Investment banking

ThinkEquity's investment banking team services corporate clients within the firm's key sectors, providing
public equity underwnting, M&A and advisory services and pnivate equity agency for public and private
companies Led by the sector expertise of our equity research team, we develop deep domain knowledge of
each sector and close access to key industry participants

Since joining the Panmure Gordon Group, 22 equity transactions were executed raising a total of $2 Obn for
franchise clients Noteworthy among these were the $695 0m co-managed follow-on for First Solar
Corporation In August 2007, the $73 3m lead-managed follow-on for DayStar Technologies Inc and a
$108 Om co-managed PO for K12 com in December 2007 As a testament to continuing, repeat client
business, ThinkEquity also participated as a co-manager for both American Public Education Inc’s $93 7m
IPO 1n November 2007 and a $132 9m follow-on offering in February 2008
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The US M&A effort was significantly enhanced with the hinng of three additional senior bankers experienced
in technology and M&A

Institutional equities and research

ThinkEquity research process 1s to identify and affilate with the fastest growing pnivate and public compantes
within chosen sectors The interests of growth investors and growth companies are connected by a need for
insight into industries that, by definition, change rapidly  ThinkEquity 1s committed to ensuring that the
research produced 15 of the highest qualty and wntten on an independent basis and currently covers in
excess of 200 comparnies across its growth sectors

Wealth management

ThinkEquity Wealth Management 1s a focused group servicing the needs of the firm's corporate clients and
high net worth individuals  Since joining the Group, the ThinkWealth team has grown assets from $821m to
3889m, a nse of 8% The stabilty created by joming the Panmure Group has also generated greater
corporate chent interest in the firm’s wealth management services, with new client mandates won as a result

Risks and uncertainties

Panmure Gordon 1s proud of its reputation for integnty We actively guard against nisk by regularly reviewing
the business and by actively promoting a culture founded on irreproachable ethics and comphance
throughout the business

We have identified the top five nsks as follows

Risk of market downturn As with other firms in our sector, Panmure Gordon 1s generally dependent on
financial market health and appetite for new and secondary 1ssues Liquidity and volatility 1ssues significantly
affect market activity levels and global economic condittons in the second half of 2007 inewitably took ther
toll on the Group’s revenues We have moved to mitigate this risk through gecgraphic diversification and we
continue to monitor activity levels and capacity utlisaton  Additionally, we focus relentlessly on cost
reduction and maintaining our strong balance sheet

Loss of key staff Panmure Gordon I1s a people-oriented business and hence the loss of team members 1s a
potential nsk Throughout 2007, we took steps to develop our management team and broaden our employee
base We remain focused on providing competitive benefits and salary packages benchmarked to ensure
parity with market conditions As part of that, the Board 1s proposing to introduce a new performance share
plan in 2008

Breach of Chinese walls A breach of Chinese walls or the requirements surrounding them would be
detrimental to the Group's reputation, whether through regulatory censure or adverse publicty Panmure
Gordon has built a reputation for respecting ts client confidentiality and the market's requirements We have
robust procedures In place — including physical separation of departments and data segregation — to mitigate
this nsk and our employees fully recognise the importance of information barriers

Lack of quality execution Reputational nsk accompanies all market transactions We have vigorous internal
approvals processes that mitigate risk before we take on new business and as transactions proceed In the
event of nsk crystallisation, we would move proactively to address market impact and maintain confidence n
our offenng and services

IT failure The level of nisk arising from an IT failure 1s dependent largely on the extent of the fallure As we
rely on core data services, we actively seek providers who have suitable disaster recovery procedures of
their own In place in addition to building networks that are a combination of in-house and package products
which ensure industry-best operating platforms supported by top-quality IT professionals We also manage
our own significant disaster recovery programmes and have a detailed plan in place to ensure business
continuity In the event of significant failure

More information on the Group’s internal controls 1s contained in the corporate governance report
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Environment
The Panmure Gordon Group recognises that although our environmental footprint 1s small, our offices
contribute to CO, emissions and produce waste

Against this background, we have established, with the help of our respective bullding managements, active
paper recycling programmes and the use of paper from sustamable forestry or recycled paper where
practical We actively encourage staff to print documents only when necessary to reduce paper use
Additionally, as part of our UK benefits package, we have instituted a pre-tax bicycle purchase benefit for
employees

Electronic waste in all our offices 1s disposed of safely either through using approved contractors or
recychng In the UK, we donate old computer equipment to the chanty Computer Aid that refurbishes them
for reuse by NGOs throughout the developing world

We recognise that good environmental practice helps to reduce costs, too Low-energy fluorescent light

bulbs are installed extensively throughout our offices, many are activated via motion sensor Our employees
are strongly encouraged to use public transport to attend meetings outside the office
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REPORT OF THE DIRECTORS

Financial statements
The Directors have pleasure in submitting thewr Annual Report together with the consolidated financial
statements of the Company and its subsidiary undertakings for the year ended 31 December 2007

Principal activities

The principal activity of the Group I1s to provide corporate and msttutional investment banking and
stockbroking services The Group’s UK business encompasses two regulated operating subsidianes,
Panmure Gordon (UK) Limited and Panmure Gordon (Broking) Limited, both of which are authonsed and
regulated by the Financial Services Authonty Panmure Gordon (UK) Limited 1s a member of the London
Stock Exchange

At the end of March 2007, the Company acquired ThinkEquity Holdings LLC, a US based growth investment
bank ThinkEquity 1s a member of the Financial Industry Regulatory Authonty and the Secunbies Investor
Protection Corporation and 1s an SEC registered broker-dealer and investment adviser It 1s a member of
NASDAQ and a trading permit holder for the NYSE / Arca Exchange

The shares of Panmure Gordon and Co pic are traded on the AIM market of the London Stock Exchange
(PMR L)

Business review

A detarled review of the business and a description of the main trends and factors likely to affect the future
development, performance and position of the Group can be found in the Chief Executive's review on pages
4 to 5 and the Operating Review on pages & to 10

Results and dividends

The Group recorded a profit after tax of £5 7m (2006 £4 Om) Further information on the result for the
period 15 included within the Chief Executive's review on pages 4 to 5 and the Operating review on pages 6
to 10

The Company paid an intenm dvidend of 1 5p per share in October 2007 (2006 nil)

The Directors recommend the payment of a final dividend for the year ended 31 December 2007 of 1 5p per
share (2006 nil), making a total dividend for the year of 3p per share {2006 nil) If approved by
shareholders at the Annual General Meeting, the final dividend will be paid en 30 May 2008 to shareholders
on the register at the close of business on 2 May 2008

Board of Directors
The following Directors were In office dunng the year ended 31 December 2007

Simon Bax Neon-executive Director Appointed 01-10-07
Anthony Cann Non-executive Director Appointed 01-09-07
Tony Caplin Non-executive Director

Howard Fhight

Non-executive Director

Retired 02-05-07

Paul Gismondi

Non-executive Director

Appointed 01-12-07

Jonathan Hack

Non-executive Director

Resighed 01-12-07

Simon Heale

Non-executive Director

Appointed 01-01-07

Dawvid Liddell Executive Director
Tim Linacre Executive Director
Michael Moe Executive Director Appointed 30-03-07

Deborah Quazzo

Executive Director

Appointed 30-03-07

Charles Stonehill

Chairman

Richard Wyatt

Non-executive Director
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Directors’ indemnity arrangements

The Company has purchased and maintained throughout the year directors’ and officers’ hability insurance
Duning the year shareholders approved a change to the Company's Articles of Association to enable the
Company to take advantage of the prowvisions allowing the Company to grant wider ranging indemnities to
directors The Company has now executed deeds of indemnity for the benefit of each Director of the
Company These provisions, which are gualfying third party provisions, were brought into force in
September 2007 and are currently in force

Substantial shareholders
At 31 December 2007, the following had notfied the Company of an mterest of 3% or more of the
Company's ordinary shares

Beneficial owner Number of ordinary Shareholdings
shares percentage

Praxis Trustees Limited on behalf of the Panmure Gordon

& Co plc No 2 Employee Benefit Trust 15,389,961 22 78%
UKPG Holdings LLC 11,821,295 17 49%
Northcote (IOM) Limited 6,450,000 9 55%
HBOS ple 4945173 7 32%
Deutsche Bank AG, London 4 084,280 6 04%

Acquisition of own shares

At the Annual General Meeting of the Company held on 2 May 2007, the Company was given authorty to
purchase up to 6,139,373 ordinary 4p shares This authority will expire and shareholders will be asked to
give a similar authonty at the Annual General Meeting to be held on 22 May 2008

During the year the Company purchased 1,353,732 of its own shares (with a nominal value of £54,149) for a
total consideration of £2,162,731 to be held in treasury, taking the total number of shares held in treasury to
3,210,203 At 31 December 2007 the Company had 70,779,816 shares in 1ssue, therefore the total number
of shares held in treasury represents 4 54% of the issued share capital The Board of Directors authorised
the programme tc buy back shares into treasury at times when they were perceived to be under-valued as
they believed that this would increase earnings per share Shares acquired n this way may in the future
contribute to new staff incentive plans, but none of these shares have yet been re-issued

Risk management and financial nsk
The nsks and uncertainties facing the Group are discussed in the Operating review on pages 6 to 10 In
addition, the financial instruments and risk profile of the Group are set out In note 19

Employee benefit trusts

The Group has three employee benefit trusts ("EBTs”) which were established on 28 May 1896, 5 June 2003
and 26 April 2005 The assets and habilities of the EBTs are solely for the benefit of the employees and
former employees of the Group

Payments to supphlers

The Group agrees terms and conditions for Its business transactions with supplers Payment 1s then made
on these terms, subject to the terms and conditions being met by the supplier At 31 December 2007 trade
creditors represented approximately 57 days trade purchases for the Group (Parent Company 30 days)

Political and charitable donations

No political donations were made by the Group dunng 2007 (2006 ml) The Group made charitable
donations of £29,988 1n 2007 (2006 £300)
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Auditors

A resolution for the reappointment of KPMG Audit Plc as auditors of the Company 1s to be proposed at the
forthcoming Annual General Meeting

Directors’ statement as to disclosure of information to auditors
Each Director who was member of the Board at the time of approving the Directors’ report (as listed on page
11), having made enquines of fellow Directors and of the Company’s auditors, confirms that

» to the best of each Director's knowledge and belief, there 1s no information relevant to the preparation of
this report of which the Company's auditors are unaware, and

e each Director has taken all the steps a Director might reasonably be expected to have taken to be aware
of relevant audit iInformation and to establish that the Company's auditors are aware of that information

Annual General Meeting
The Annual General Meeting of the Company will be held on Thursday 22 May 2008 at 2 00pm

Approved by order of the Board on 11 March 2008

S~ ;

Sarah Wigley
Company Secretary
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Directors’ remuneration report

The Board of Directors presents the following remuneration report for the year ended 31 December 2007

Remuneration Committee

The Remuneration Committee, which consists solely of Non-executive Directors, 1s responsible for
determining the remuneration policy and terms and conditions of service of the Executive Directors and the
Chairman Further detall on the Remuneration Committee 1s included within the corporate governance
report on pages 23 to 26

Remuneration policy
The remuneration packages of the Executive Directors are constructed with the objective of

s attracting and retaining iIndividuals with the qualities required to drive the business forward,

« motivating Directors to increase the profile and profitability of the business whilst balancing both the
short term aims and the long term objectives of the Group,

= algning the interests of the Directors to those of the shareholders, and

» reflecting the value of the Directors whilst remaining appropnate in comparison to the reward levels
of other senior employees within the Group

The remuneration awarded to Directors reflects consideration of comparable market compensation packages
and the indwidual performance of each Director, together with the Group’s profitability and its position within
its development cycle In order to ensure that the Directors’ motivation is intnnsically hinked to the Group’s
performance, remuneration packages are a blend of

= basic annual salary and related benefit
¢ bonus payments
¢« share incentive schemes

Executive Directors are entitled to accept appointments outside the Group and retain any fees associated
with these appointments, subject to the approval of the Board

The remuneration of the Non-executive Directors 1s determined by the Executive Directors

Basic salary

Each Executive Director's basic salary 15 determined by the Remuneraton Committee taking into
consideration standards within the financial services industry and the individual’s experience and potential
value to the Group Salaries are reviewed annually following the Group-wide annual appraisal process in
December, or exceptionally during the year should there be any change to an individual's role or
responsibibty  In addition to basic salary, each Executive Director i1s eligible to participate in the Group’s
defined contribution stakeholder pension scheme, with the Group providing contrnibutions of up to 12 5% of
basic salary, depending on the Director's own contribution Other benefits consist of membership of the
Group’s medical insurance and Iife assurance schemes These benefits are in line with the benefits afforded
to all Group employees

The Non-executive Directors are paid an annual basic salary {(with the exception of Paul Gismondi) and are
reimbursed all reasonable expenses mcurred solely in relation to therr duties as Non-executive Director

Share options and awards

Directors’ options and other share awards are granted at the discretion of the Remuneration Committee and
take into account the past performance of the individua! Director and the future objectives of the Group
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The Company currently operates eight share plans

Matching Share Plan

Overseas Share Option Plan
ThinkEquity Accrued Bonus Plan
ThinkEquity Performance Poo! Plan

e 2002 Approved Share Option Plan
2002 Unapproved Share Option Plan
2005 Employee Share Option Plan

e Performance Share Option Plan

Save for options awarded under the Performance Share Option Plan and the ThinkEquity Performance Pool
Pian (see below), no spectfic performance critena have been set for exercise of share options or vesting of
share awards

As noted In the Charrman’s statement, the Board intends to introduce a performance share plan during 2008,
whereby employees will be granted shares, subject to the fulfiment of specific perfformance crtena  This
reflects the fact that the majority of shares in the 2005 Empioyee Share Option Plan vest in 2008, and the
Company needs to put in place a new scheme to retain and attract high quality people The awards
proposed to be granted to senior key executives in 2008 will only vest if demanding and stretching
performance conditions relating to the Company's compound annual growth in earnings per share have been
achieved The performance period for such awards will be three years, but to aid the retentive effect of the
awards, the vested shares will be distnibuted in equal thirds on each of the third, fourth and fifth anniversaries
of grant

Directors’ contracts

Tim Linacre and David Liddell have service contracts without fixed terms which are terminable on 12 months'
notice by the Group Should a Director's contract be terminated without giving the required notice, the
Company would be obliged to pay compensation to the extent that insufficient notice was given
Compensation for loss of office is negotiable by the Company The service contracts of Michael Moe and
Deborah Quazzo are for a term of 40 months from 30 March 2007 and are terminable on 30 days' notice If
the contract 15 terminated by the Group without cause or by the Director for good reascon, the Company
would be obhged to continue to pay the Director until expiration of the 40 month term

The Non-executive Directors all have service contracts without fixed terms which are terminable on three
menths' notice, with the exception of Paul Gismondr's contract which 1s governed by the terms of the
Relationship Agreement in place between Panmure Gordon & Co plc, UKPG Holdings LLC and Lazard &
Co, Limted

All Directors are required to retire by rotation (providing each Director 1s subject to re-election every three
years) and one third of the Board 1s required to seek re-election each year

Simon Bax, Anthony Cann and Paul Gismondi will be standing for election by the shareholders at the Annual

General Meeting for the first time, having been appointed since the last AGM, whilst Tony Caplin, Charles
Stonehill and Richard Wyatt are retinng for re-election
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Directors’ emoluments
Emoluments paid to each Director during the period ended 31 December 2007 were as follows

Salary Bonus Pension Benefits Dividend Total Total

Equivalent

Payment’
2007 2007 2007 2007 2007 2007 2006
£'000 £'000 £000 £000 £'000 £'000 £'000
S Bax® 10 - - - - 10 -
A Cann® 13 - - - - 13 -
A Caplin B0 - - 2 - 52 B2
H Fight* 22 - . - - 22 52
P Glsr'm)nci:5 - - - - - - -
J Hack® . . . . . .
S Heale 50 - - - - 50 -
D Liddell 140 122 18 2 2 284 282
T Linacre 175 332 22 2 48 579 698
M Moe® 95 126 - 5 - 226 -
D Quazzo® 95 126 - . - 221 -
R Wyatt 47 - - 2 48 97 108
C Stonehill 70 - - - - 70 57
Total 767 706 40 13 98 1,624 1,250

The Dividend Equivalent Scheme represents paymenis in subshtution for dividends that would have been paid in
respect of shares under the 2005 Employee Share Option Plan and the Performance Share Option Plan

Appointed 1 October 2007

Appointed 1 September 2007

Retired 2 May 2007

The contracts of Jon Hack and Paul Gismondi are governed by the terms of the Relationship Agreement in place
between Panmure Gordon & Co plc, UKPG Holdings LLC and Lazard & Co, Limited Under this agreement, UKPG

1s entitled to appoint a Non-executive Director to the Board {the “Appointed Director”), to remove any Appointed
Director from office and to appont another person in the place of any Appointed Directar who for any reason ceases

to be a Director Jon Hack resigned and Paul Gismondi was appointed on 1 December 2007

&  Appointed 30 March 2007

Directors’ interests in the Company

Shareholdings
The following Directors of the Company had beneficial interests in the Company on 31 December 2007

Ordinary shares of 4p each as at Ordinary shares of 4p each as at

31 December 2007 31 December 2006
A Caplin 127,142 127,142
S Heale 15,000 -
D Liddell 37,000 26,000
T Linacre 37,500 25,000
M Moe 1,118,159 -
D Quazzo 1,280,557 -
C Stonehill 62,500 50,000
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Share options & awards

The following tables provide details of Directors’ share options and awards which were outstanding at 31

December 2007

2002 Approved Share Option Plan

Date of Grant Earhest Expiry
Exercise Date

Date
A Caplin
06/06/03 06/06/06 06/08/13
D Liddell
12/05/04 12/05/07 12/05/14

2002 Unapproved Share Option Plan

Date of Grant Earliest Expiry
Exercise Date
Date

D Liddel

26/04/05 26/04/07 26/04/15

Exercise
Price (p)

120

125

Exercise
Price (p)

120

No.
Outstan-
ding at 1
January

2007

25,000
24,000
No.
QOutstan-
ding at 1

January
2007

500,000

Granted LapsedIn
in Period Perniod

Granted Lapsedin
in Period Period

No
Qutstan-
ding at 31
December
2007

25,000
24,000
No.
Outstan-
ding at 31

December
2007

500,000

Some of the shares held in the Employee Benefit Trust have been sub-trusted for the potential benefit of
certain Directors or therr beneficianes The current allocations, which are subject to change at the Trustees’

discretion, are as follows

Date of Sub- Earliest Expiry

trusting Exercise Date
Date

A Capln

10/07/03 06/06/05 06/06/13

31/10/03 11/08/05 11/08/13

D Liddell

13/05/04 06/08/05 06/06/13

13/05/04 11/08/05 11/08/13

13/05/04 12/05/06 12/05/14

26/04/05 07/12/06 07/12/14

Exercise
Price (p)

103
171

103
171
125

64
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No
Outstan-
ding at 1
January

2007

167,828
35,172

5,715
23,560
96,725

130,000

Granted Lapsedin
in Perniod Period

No.
Qutstan-
ding at 31
December
2007

167,828
35,172

203,000

5715
23,560
96,725

130,000

256,000




2005 Employee Share Option Plan

The Trustees of the Panmure Gordon & Co plc No 2 Employee Benefit Trust have granted optiens to

Directors as follows

Date of Grant Earliest Expiry Exercise No.
Exercise Date Price {p) Qutstan-
Date ding at 1
January
2007
D Liddell
26/04/05 26/04/06 Undated 4 64,646
26/04/05 26/04/07 Undated 4 64,647
26/04/05 26/04/08 Undated 4 64,647
T Linacre
26/04/05 26/04/06 Undated 4 824 246
26/04/05 26/04/07 Undated 4 824,246
26/04/05 26/04/08 Undated 4 824,246
C Stonehill
14/09/06 26/04/Q07 Undated 4 83,333
14/09/06 26/04/08 Undated 4 83,333
14/09/08 26/04/09 Undated 4 83,334
14/09/06 See note ' 14/09/11 4 100,000
14/09/06 See note ®  14/09/11 4 100,000
R Wyatt
26/04/05 26/04/06 Undated 4 824,246
26/04/05 26/04/07 Undated 4 824,246
26/04/05 26/04/08 Undated 4 824,246

Granted Lapsedin No.
in Penod Perniod QOutstan-

The vesting of these shares is subject to the Company’s share price reaching 275p
The vesting of these shares i1s subject to the Company’s share price reaching 350p

Performance Options

ding at 31
December
2007

- 64,646

- 64,647

- 64,647
183,940

- 824,246

- B24,246

- B24,246
2,472,738

- 83,333
- 83,333
- 83,334
- 100,000
- 100,000
450,000

- 824,246

- 824,246

- 824,246
2472738

The performance criteria having been met, each of Richard Wyatt and Tim Linacre hold options to subscnbe
for 872,731 ordinary shares, which are currently exercisable, at an exercise price of 4p These options were
granted on 26 Apnl 2005 and became exercisable as to half of the shares under option when the market
capitalisation of the Company exceeded £60m on any five consecutive AIM trading days and as to the
remaining half when the market capitalisation of the Company exceeded £30m on any five consecutive AIM

trading days The options have no expiry date

Matching Share Plan

The Matching Share Plan was introduced in March 2007 and all employees of the Group at the time were
invited to participate in the plan Under the plan, free shares are awarded to match one for one the number
of shares employees purchase themselves, subject to a three year holding pericd Executive Directors have

participated in the plan as follows

Date of Grant Vesting Date No. Granted In
Outstanding at Period
1 January 2007

D Liddell 31/03/10 - 11,000

31/03/07

T Linacre 31/03/10 - 12,500

31/03/07

C Stonehill 31/03/10 - 12,500

31/03/07
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Overseas Share Option Plan

As part of the acquisition of ThinkEquity Holdings LLC, the Company introduced the Overseas Share Option

Plan for the benefit of US-based employees Options have been granted to Directors as follows

Date of Grant Earliest Exercise No. Granted Lapsedin No.

Exercise Price (p) Outstan- 1n Penod Period QOutstan-

Date ding at 1 ding at 31

January December

2007 2007

M Moe 30/0310 1815 - 207,800 - 207,800
19/09/07

D Quazzo 30/03M0 1815 - 207,800 - 207,800
19/09/07

Accrued Bonus Plan
As part of the acquisition of ThinkEquity, the Company undertook to issue shares in part setflement of
ThinkEquity bonus payments, these awards of shares vest in equal instalments over three years Directors

have participated in the Accrued Bonus Plan as follows

Date of Grant Vesting Date No Granted in Lapsed in No.
Outstanding at Period Period OQutstanding at
1 January 2007 31 December
2007
M Moe

30/03/07 30/03/08 - 8,190 - 8,190
30/03/07 30/03/09 - 8,180 - 8,190
30/03/07 30/03/10 - 8,191 - 8,191
24,571

D Quazzo
30/03/07 30/03/08 - 8,190 - 8,190
30/03/07 30/03/09 - 8,190 - 8,130
30/03/07 30/03/10 - 8,191 - 8,191
24,571

ThinkEquity Performance Pool Plan

As part of the acquisition of ThinkEquity, a contingent performance pool was established under which shares
would be awarded dependent upon a number of conditions, Including financral performance targets The first
Plan Year not having yet been completed, no award has yet been granted under this plan

During the penod and up to the date of this report, the Directors have exercised none of the above share

options or awards

Details on staff share options exercised dunng the penod are included in note 22 to the financial statements

The market price of the Company's shares at 31 December 2007 was 91 5p (31 December 2006 166p) and

the range durning the perod was 76 5p to 188 5p

Approved by order of the Board on 11 March 2008

S c,.; 2‘5\‘::
Sarah Wigley

Company Secretary
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Board of Directors

Chairman
Charles Stonehiil (50)

Charles has had a long career in investment banking, including being Head of European Equities and Equity
Capital Markets at Morgan Stanley International, and Head of Investment Banking for Credit Suisse First
Boston in the Amencas He s currently a Non-executive Director of the London Metal Exchange, Julius Baer
Holding Ltd and GAM Helding AG He was previously a Director of Lazard & Co , Limited

Chief Executive
Tim Linacre {49)

On completion of the reverse of Panmure Gordon into Durlacher in Apnl 2005, Tim was appointed Chief
Executive A Chartered Accountant, Tim joined Panmure Gordon in 1992 following five years with Hoare
Govett He undertook a number of roles including Joint Head of Corporate Broking in 2000, Head of
Technology Investment Banking for WestLB Panmure in 2001 and Joint Head of Investment Banking for
WestLB Panmure in 2002 In March 2003, Tim was appointed Chief Executive of WestLB Panmure to plan
and execute the restructuring of the business In September of that year, with the restructunng of WestLB
Panmure completed, he became Chief Executive of Panmure Gordon, a position he held at the time of the
acquisition by Lazard in January 2004 Following the acquisition of Panmure Gordon by Lazard, Tim was
appointed a Managing Director of Lazard with responsibility for Lazard Capital Markets which he helped to
restructure and integrate within Panmure Gordon

Chief Financial Officer
David Liddell (48)

David was appointed Finance Director in April 2004 Hawving read history at Cambndge he qualfied as a
Chartered Accountant with Deloitte Haskins & Sells in 1986 In 1888 he joined Hoare Govett Secunties
Limited as a financial accountant and subsequently moved to Guinness Flight Global Asset Management
Limited as Finance Director in 1991 Overseeing a business that grew rapidly, including the acquisition of
Hambros Fund Management from Hambros Plc, David played a leading role in the sale of Guinness Flight
Hambro to Investec Group n 1998 Continuing as Finance Director of the enlarged fund management
business, Investec Asset Management, until 2000, he then became head of Investec's investment trust
business

Director
Michael Moe (45)

Charrman and CEO of ThinkEquity Partners LLC, Michael 1s a founding partner of ThinkEquity and was
formerly Director of Global Growth Stock Research and a Managing Director at Mernill Lynch  Prior to joining
Mernll Lynch in 1998, Michael was a Senior Managing Director and Director of Growth Stock Strategy at
Montgomery Securities He 15 a member of the New York Society of Security Analysts, a member of the San
Francisco Analyst Society and 1s a past adviser for the Centre of Innovation

Director
Deborah Quazzo (47)

Deborah, President of ThinkEquity Partners LLC, is the co-founding partner of ThinkEquity and heads the
firm’s investment banking practice Formerly a Managing Director in Investment Banking at Merril! Lynch,
Deborah founded and headed Mernli Lynch's Global Growth Group Prior to her 13 years at Mernll Lynch,
she worked at JP Morgan
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Non-executive Director
Simon Bax (49)

Simon has extensive financial and cperating experrence primarily in the media and entertainment industry,
including being Chief Financial Officer of Chiat/Day Advertising, Fox Filmed Entertainment and Pixar
Animation Studios Simon 1s currently Chief Executive Officer of Broadcast Facilities Inc, Vice-Chairman of
Docufide inc and a Director of MobiTV Inc and China Cablecom He 1s also a Director of The Cawus
Foundation, as well as being a Trustee of The UC Berkeley Art Museum and Pacific Film Archive

Non-executive Director
Anthony Cann {€0)

Anthony has spent his career as a solicitor with Linklaters, serving as worldwide Sentor Partner from 2001 to
2006 He worked principally in the firm’s corporate department, working on a broad range of M&A
transactions, privatisations and several financings, specialising particularly in public and private M&A and
Joint ventures  Anthony Is currently a Non-executive Director of Smiths News plc, Chairman of Trustees of
Changing Faces, a Trustee of Adventure Capital Fund and a Governor of Haberdashers' Aske’s Hatcham
College Trust

Non-executive Director
Tony Caplin (56)

Tony was appointed as a Non-executive Director of the Company i January 2002 and served as Non-
executive Chairman from 1 July 2002 to 26 April 2005 Tony I1s specialised n turn-arounds and has also
held many senior executive positions including Managing Director of Manchester News Limited, President of
Pacific Telesis {European Division), Chief Executive of First City GB and Chief Executive of Hunterprint Plc
He 1s aiso currently the Non-executive Chairman of Ealing Hospital NHS Trust and 1s a Non-executive
Director of Northamber Plc and Alternative Networks Plc

Non-executive Director
Paul Gismondi (52)

Paul has 30 years of expenence In the banking industry and 1s currently a Managing Director in charge of
Lazard & Co, Limited's capital markets advisory, orngination, and financing activities, responsible for
advising, acting as sponsor and acting as placement agent on a wide range of secuntes offerings and
prnivate placements Before joming Lazard Brothers & Co, Limited 1in 1990, Paul spent five years as
Managing Director of Manufacturers Hanover Limited in London  Previously he was employed by
Manufacturers Hanover Trust Company in New York and the Bank of New York
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Non-executive Director
Simon Heale (54)

Simon qualfied as a Chartered Accountant before embarking on a long career with the Swire Group where
he held positions in the US, Japan and Hong Kong Following a move into the investment banking arena
with Jardine Fleming in Hong Kong, he was Chief Executive of the London Metal Exchange from 2001 to
2006 He s currently a Non-executive Director of The Morgan Crucible Company plc, Kazakhmys ple, P2
Cussons plc and MAREX Financial Limited and Chief Executive of ChinaNow

Non-executive Director
Richard Wyatt (48)

Richard served as Charrman of Panmure Gordon & Co plc from 26 Apnl 2005 until 24 July 2006 He began
his career as a stockbroker at James Capel & Co 1n 1980 He was one of the founders of Schroder
Secunties’ UK equity business in 1896, becoming Head of Schroder Secunties in 1999 Subsequently he
was Head of European Equities and then Chairman of Equity Capital Markets at Schroder Salomon Smith
Barney following the takeover of Schroders by CitiGroup 1in 2000, he left CitGroup in 2003 Between 2001
and 2003 he was a member of the Regulatory Decisions Committee of the Financial Services Authonty He
became a Managing Director of Lazard, Chairman of Lazard Capital Markets and Chairman of Panmure
Gordon In early 2004 He 1s currenfly Chairman of Loudwater Investment Partners Limited
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Corporate governance

The Group 1s committed to a high standard of corporate governance and has, wherever possible and
practicable, adopted the prowisions of the Combined Code as it applied to the Group's current reporting
penod Where the Group does not comply with the code’s provisions, an explanation 1s set ocut below

Board of Directors

The Board currently consists of four Executive and seven Non-executive Directors, whose biographies can
be found on pages 20 to 22 The Directors collectively bring a broad range of business experience to the
Board and this 1s considered essential for the effective management of the Group The Board has between
eight and ten scheduled meetings each year and meets more frequently when required by the needs of the
business The Board has full control over strategy, investment and capital expenditure and is responsible for
the overall direction and performance of the Group The day to day management of the Group's business in
the UK I1s delegated to the Management, Risk and New Business Committees and in the US to the
ThinkEquity Holdings Board, Executive and Management Committees The Board reviews the decisions of
these Committees at each of its meetings

The roles of Chairman and Chief Executive are separated, ensuring a diviston of authonty and responsibity
at the most senior level within the Company Charles Stonehill was appointed Chairman on 24 July 2006
Charles had served on the Board as Non-executive Deputy Chairrman since January 2006 and was deemed
to be independent However, given the Group's need for executive management to dedicate time to
strategic development in additicn to the day to day requirements of the business, it was decided that Charles
would devote a more substantial amount of time to the Group and take on executive responsibiities
Following the acquisition of ThinkEquity and the increased depth of the executive management, Charles’s
role has reverted to that of Non-executive Chairman

Of the Non-executive Directors, Simon Bax, Anthony Cann, Tony Caphn and Simon Heale are considered by
the Board to be independent of management and free from any relationship that could materially interfere
with the exercise of their independent judgement Tony Caphn was awarded share opbions some years ago,
nevertheless the Board does not consider that this impedes his objectivity and independence in current
matters Paul Gismondi was appointed by UKPG Holdings LLC, a major shareholder, pursuant to the
Relationship Agreement entered into at the time of the acquisition of Panmure Gordon  He 1s not therefore
considered to be independent, but nevertheless applies impartial reasoning to Board involvement Richard
Wyatt, currently a Non-executive Director, previously served as Executive Charrman and sc cannot be
considered to be independent The Non-executive Directors all contribute to the Company's strategy and
pelicy making, i addition they assist with the monitoring of the performance of the business and its
successful management

The Board has agreed not to appoint a Semior independent Director  Given the size of the organisation and
the policy of active dialogue maintained with institutional shareholders by senior management, the Board 1s
of the opinion that the appointment of a Senior Independent Director would not assist further in
communication with shareholders

To enable the Board to function effectively and allow Directors to discharge therr responsibilities, full and
timely access 1s given to all relevant information A comprehensive set of board papers including the latest
monthly and year to date accounts compared to budget 1s presented to the Board at each of its regular
meetings

Newly appointed Directors are offered training appropriate to the level of their previous experience Details
of Directors’ retirement and re-election requirerments are detailled within the Directors’ remuneration report on
pages 14 to 19 All Directors have access to the Company Secretary, who 1s responsible for ensuring that
Beard procedures are observed Any Director wishing to do so may take independent professional advice at
the expense of the Company

Full details of the Company’s remuneration policy and the terms and conditions of service are set out In the
Directors’ remuneration report appearing on pages 14 to 19

The Board has chosen not to undertake a formal review of its own performance dunng the calendar year,
given the changes to the composition of the Board, but intends to do so during 2008

Board Committees

The Board has a supporting committee structure in line with the proposals of the Combined Code The
Board has three committees, namely the Normination Committee, the Audit Committee and the Remuneration
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Committee, as descnbed below The terms of reference of these committees can be viewed on the
Company's website (www panmure com)

Nomination Committee

The Nomination Committee currently compnses Simon Bax, Anthony Cann, Paul Gismondi and Richard
Wyatt and 1s chaired by Paul Gismond) As mentioned earlier in this report, Paul Gismondi 1s not considered
to be an independent Non-executive Director due to his appointment by UKPG Holdings LLC pursuant to the
Relationship Agreement entered into at the time of the acquisition of Panmure Gordon However, the
Committee 1s compnsed exclusively of Non-executive Directors and the Board considers that this constitutes
an effective balance of iIndependent views on Board appointments The Commititee meets as necessary to
consider and make recommendations to the Board in respect of further Board appointments The
appointments of Simon Bax and Anthony Cann were made following an extensive search undertaken In the
UK and the US by an international executive search consultancy

Audit Committee

The Audit Commuttee comprises Simon Bax, Tony Caphn and Simon Heale and 1s chaired by Tony Caphn
The Committee meets at least twice a year and monitors and reviews the internal controls and financial
reporting of the Group from information provided by the management and auditors It also considers the
objectivity, independence and cost effectiveness of the external auditors Other personnel, including the
Chief Executive and the Chief Financial Officer, may be invited to attend the Audit Committee meetings as
required

Remuneration Committee

The Remuneration Committee meets at least once a year and on an ad hoc basis as and when required
The members of the Committee are Anthony Cann, Tony Caplin, Simon Heale and Richard Wyatt and it 1s
charred by Simon Heale The Committee 1s responsible for deterrmining the remuneration policy, the terms
and conditions of service of the Company's Executive Directors and for considering the intreduction of
incentive schemes for the Executive Directors and the Group's employees more generally Other Directors,
the Head of HR or representatives of external advisers are invited to attend Committee meetings as
appropriate  Duning the year the Directors appointed remuneration consultants to advise the Committee on
the establishment of a new employee share scheme

Attendance at meetings

Scheduled Audit Remuneration Nomination
Board Committee Committee Committee
meetings
Number of meetings in the year 3 4 3 2
Simon Bax' 2/2 2/2
Anthony Cann? 3/3 171 171
Tony Caplin® 8/8 4/4 373 212
Paul Gismond:® 1M1
Simon Heale® 8/8 3/4 2/2 212
Dawvid Liddeli 8/8
Tim Linacre 8/8
Michael Moe® 5/5
Deborah Quazzo’ 5/5
Charles Stonehill 8/8
Richard Wyatt 7/8 213 2/2

Simon Bax was appotnted on 1 October 2007

Anthony Cann was appointed on 1 September 2007

Tony Caplin ceased to be a member of the Nomination Committee on 24 October 2007
Paul Gismond was appointed on 1 December 2007

Simon Heale was appomnted to the Remuneration Committee on 24 January 2007 and ceased to be a member of the Nomination
Committee on 24 October 2007

Michael Moe was appointed on 30 March 2007
Deborah Quazzo was appointed on 30 March 2007

W e W N -

- o
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Auditor independence

The Audit Committee and the external auditors, KPMG Audit Plc, have safeguards in place to avoid the
possibility that the auditors’ objectivity and independence could be compromised These safeguards include
the auditers’ report to the Audit Committee on the actions they take to comply with the professional and
regulatory requirements and best practice designed to ensure their independence from Panmure Gordon

The overall performance and the independence of the audritors 1s reviewed annually by the Audit Committee
taking into account the views of management The Audit Committee also has discussions with the auditors
without management being present on the adequacy of controis and on any judgemental areas

The annual appointment of auditors by shareholders in the Annual General Meeting 1s a fundamental
safeguard of auditor independence, but beyond this, appropriate consideration 1s given to whether additional
work performed by the auditers may be appropnate for sound commercial and practical reasons, including
confidentiaity Examples of work that would fall into this category nclude regulatory advice, taxation
services and financial due diligence work

The level of audit and non-audit fees charged by KPMG 1s set out in note 5.

Internal control

The Board confirms that there 15 an ongoing process for identifying, evaluating and managing the significant
nsks faced by the Group, which has been n place for the pencd and up to the date of approval of the
financial statements This process has been reviewed by the Board

The Directors are responsible for the Group's system of internal control and for reviewing its effectiveness
Such a system 15 designed to manage rather than eliminate the nsk of fallure to achueve business objectives
and can provide only reasonable and not absolute assurance aganst matenal misstatement or loss  Steps
have been taken to embed internal control and sk management further into the operations of the business,
as described below

As part of the Chief Executive's review presented at each Board meeting, the monthly results of each area of
the business are discussed and compared to forecast Market conditions, and the risks and benefits that
these afford to each business area at the time, are considered, together with any developing operational or
other environmental nsks surrounding each activity Implementation of the Capttal Requirements Directive
and the Markets m Financial Instruments Directive has led to even further management focus on risk 1ssues
during the year and the Group’s preparations have been reviewed and discussed at Board level

The Group has established a number of commitiees for the day-to-day running of the business

In the UK, the Management Committee compnses the UK-based Executive Directors and all business unit
heads It 1s charred by the Chief Executive and meets once every two weeks A Corporate Finance
Committee and an Institutional Equities Committee have also been established as sub-committees of the
Management Committee The Risk Committee, which 1s tasked with consideration of all nsk issues,
specifically market and trading risks, meets twice a month and 15 chared by the Chief Financial Officer lis
members include the COO, the Head of Trading, the Operational Risk Manager and the Complhance Officer
An Operational Risk Committee, which 1s responsible for monitoring and reviewing operational nsk and the
control environment generally, reports into the Risk Committee The New Business Committee meets as
appropriate to consider proposed engagements The New Business Committee 1s chaired by the Chief
Executive and comprises appropnate executives from Corporate Finance and Institutional Equities, as well
as the Chief Financial Officer and Compliance Officer

In the US, representatives from each business area are members of the Management Committee, the
committee charged with overseeing the day to day running of the business, which meets weekly The
Management Committee reports to the Executive Committee which s tasked with general US business
oversight and strategic direction There are also three functional commitiees to review new business the
New Business Committee, which 1s tasked with reviewing opportuntties before a formal pitch of our services,
the Equity Commiutment Committee, which approves new banking transactions, and the Investment
Management Committee, which reviews new customers and relative client performance in our Investment
Adwvisory business In addition a Risk Committee monitors capital nsk on the trading desks

Owing to the size of the Group, the monitoring of the Group’s activities by the Comphance department and

the hands-on approach by the Executive Directors, the Board does not feel the need to establish a dedicated
internal audit function at the present time, however, this will cantinue to be reviewed annually
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Going concern

The Directors have formed a judgement, at the time of approving the financial statements, that there 15 a
reasonable expectation that the Group has adequate resources to continue in operational existence for the
following 12 month pertod For this reason the Directors continue to adopt the gaing concern basis in
prepanng the financial statements

Communication with shareholders

The Company places a great deal of mportance on communicating with its shareholders and endeavours to
keep shareholders informed through press releases, the Company’s website and Intenm and Annual
Reports All shareholders are encouraged to attend, and are given at least 21 days’ notice of, the Annual
General Meeting, at which an opportunity 1s provided to ask questions The Executive Directors are i
regular contact with the Company’s major shareholders and other institutional investors throughout the year
and they are responsible for ensunng that shareholders’ views are communicated to the Board as a whole

Regulation

Panmure Gorden (UK} Limited and Panmure Gordon {Broking) Limited are authorised and regulated by the
Financial Services Authonty ThinkEguity 1s a member of the Financial Industry Regulatory Authonty
{FINRA) and the Secunties Investor Protection Corporation and 1s an SEC registered broker-dealer and
investment adviser
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Statement of Directors’ responsibilities in respect of the Annual Report and the financial
statements

The Directors are responsible for prepaning the Annual Report and the Group and Company financial
statements i accordance with applicable law and regulations

Company law requires the Directors to prepare Group and Company financial statements for each financial
year Under that law they have elected to prepare both the Group and Company financial statements In
accordance with IFRSs as adopted by the EU and applicable laws

The Group and Company financial statements are required by law and IFRSs as adopted by the EU to
present farly the financial position of the Group and the Company and the performance for that penod, the
Companies Act 1985 provides In relation to such financial statements that references in the relevant part of
that Act to financial statements giving a true and far view are references to theirr achieving a far
presentation

In preparing each of the Group and Company financial statements, the Directors are required to

select suritable accounting policies and then apply them consistently,

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 unless it 1s inappropnate to presume
that the Group and the Company will continue in business

The Directors are responsible for keeping proper accounting records that disclose with reasonable accuracy
at any time the financial position of the Company and enable them to ensure that ts financial statements
comply with the Companies Act 1985 They have general responsibility for taking such steps as are
reasonably open to them to safeguard the assets of the Group and to prevent and detect fraud and other
irregufanties

The Directors are responsible for the maintenance and integrity of the corporate and financial information

included on the Company's website Legislation in the UK governing the preparation and dissemination of
financia! statements may differ from legisiation tn other jurisdictions
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Independent auditor’s report to the members of Panmure Gordon & Co. plc

We have audited the Group and Company financial statements (the “financial statements”) of Panmure
Gordon & Co plc for the year ended 31 December 2007 which comprise the Group income statement, the
Group and Company statements of recognised income and expense, the Group and Company balance
sheets, the Group and Company cash flow statements and the related notes These financial statements
have been prepared under the accounting policies set out therein

This report 1s made solely to the Company’s members, as a body, in accordance with section 235 of the
Companies Act 1985 Our audit work has been undertaken so that we might state to the Company's
members those matters we are required to state to them in an auditor's report and for no other purpose To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
Company and the Company's members as a body, for our audit work, for this report, or for the opinions we
have formed

Respective responsibilities of Directors and auditors

The Directors’ responsibilities for preparing the Annual Report, the Directors’ report and the financial
statements in accordance with applicable law and International Financial Reporting Standards (IFRSs) as
adopted by the EU are set out in the Statement of Directors’ responsibilities on page 27

Our responsibility 1s to audit the financial statements 1n accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Companies Act 1985 We also report to you whether in our opinion, the
information given in the Directors’ report 1S consistent with the financial statements The information given in
the Directors’ report includes that specific information presented in the Operating review and Chief
Executive’s review that is cross referred from the Business review section of the Directors’ report

In addition we report to you If, in our opmnion, the Company has not kept proper accounting records, If we
have not recewved all the information and explanations we require for our audit, or If information specified by
law regarding directors’ remuneration and other transactions 1s not disclosed

We read the other information contained in the Annual Report and consider whether it s consistent with the
audited financial statements We consider the implications for our report If we become aware of any apparent
misstatements or matenal inconsistencies with the financial statements Our responsibiities do not extend to
any other information

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and ireland) issued by
the Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures 1n the financiatl statements It also includes an assessment of the significant
estimates and judgements made by the Directors in the preparation of the financial statements, and of
whether the accounting pelicies are appropnate to the Group's and Company's circumstances, consistently
appled and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
financial statements are free frem matenal misstatement, whether caused by fraud or other irregulanty or
error In forming our opinion we also evaluated the overall adequacy of the presentation of information in the
financial statements
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Opinion
In our opinion

» the Group financia! statements give a true and fair view, in accordance with IFRSs as adopted by the EU,
of the state of the Group's affairs as at 31 December 2007 and of its profit for the year then ended,

» the Company financial statements give a true and farr view, In accordance with IFRSs as adopted by the
EU as applied in accordance with the provisions of the Comparmes Act 1985, of the state of the
Company's affairs as at 31 December 2007,

« the financial statements have been properly prepared in accordance with the Companies Act 1985, and

o the information given in the Directors' report is consistent with the financial statements

{PMG Ardik Pl

KPMG Audit Plc
Chartered Accountants
Registered Auditor

8 Salisbury Square
London

11 March 2008
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Consolidated income statement

For the year ended 31 December 2007

Commission and trading income
Comrmssion and trading expense

Net commission and trading iIncome

Corporate finance and other fee Income

Net commission and fee income

Net (loss)/gain on available for sale investments
Administrative expenses

Redundancy and restructuning charges
Operating profit before share based payments

Share based payments ansing as a result of the
acquisition of Panmure Gordon (UK) Lirmited

Other share based payments
Operating profit

Financial income
Financial expenses

Net financial income
Profit before tax
Income tax

Profit for the period

Basic earnings per share

Diluted earnings per share

Notes

10

10

The notes on pages 37 to 76 form part of these financial statements
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2007 2006
£'000 £000
27,952 20,494
(2,164) (1,737}
25,788 18,757
39,371 23,284
65,159 42,041
(1.104) 471
(55,494) (30,849)
{432) -
8,129 11,663
(4,149) (6,908)
(2,278) (214)
1,702 4,541
2,043 1,554
(222) (218)
1,821 1,336
3,523 5,877
2,167 (1,849)
5,690 4,028
8.23p 6 49p
8.05p 6 23p




Consolidated statement of recognised income & expense

For the year ended 31 December 2007

Notes
Foreign exchange translation differences 23
Change in farr value of avallable for sale investments
Deferred tax arising thereon 18
Income and expense recognised directly in equity
Profit for the period 23

Total recognised income and expense for the peniod

The netes on pages 37 to 76 form part of these financial statements
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2007 2006
£000 £000
(356) -

(17) -

5 -
(368) -
5,690 4,028
5,322 4,028




Consolidated balance sheet

As at 31 December 2007

Assets

Intangibles

Plant and equipment
Avallable for sale investments
Deferred tax asset

Total non-current assets

Securities held for trading
Trade and other recewvables
Cash and cash equivalents

Total current assets

Current hahbilities

Bank overdraft

Trade payables

Tax and social securty
Corporation tax habihties
Other payables

Held for trading labilities

Total current habilities

Net current assets

Interest beanng loans and borrowings
Provisions
Deferred tax hability

Total non-current liabilities
Net assets

Equity

Issued share capital

Shares to be 1ssued (Including share premium)

Share premium account

Merger reserve

Special reserve

Fair value reserve

Other reserve

Foreign currency translation reserve
Treasury shares

Retained earnings

Total equity

The notes on pages 37 to 76 form part of these financial statements

Approved by the Bgard on 11 March 2008 and signed on its behalf by

i

Tim Linacle
Chief Executive

David Liddell
Chief Financial Officer

Notes

11
12
13
18

13
14
27

27
15

15

16
17
18

23
23
23
23
23
23
23
23
23
23
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07 2006
£000 £000
40,056 13,201
3,288 1,628
8,351 5 459
4,541 -
54,236 20,288
5477 7,763
39,730 30,030
34,893 43,782
80,100 81,575
(459) (819)
(30,776) (19,680)
(470) (461)
(774) (1,404)
(19,730) (15,409)
(686) (4,636)
(52,895) (42,409)
27,205 39,166
(3,000) (3,000)
(488) (766)
(345) -
{3,833) (3,766)
77,608 55,688
2,831 2,530
3,147 -
12,676 12,595
32,818 21,810
9,595 9,595
(12) -
(636) (712)
(356) .
(4,972) (2,810)
22,517 12,680
77,608 . 55,688




Company statement of recognised income & expense

For the year ended 31 December 2007

Notes 2007 2008

£000 £'000

Change In fair value of avallable for sale investments (17) -
Deferred tax ansing thereon 18 5 -
Income and expense recognised directly in equity (12) -
Profit for the penod 23 4,793 2,964
Total recognised income and expense for the period 4,781 2,964
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Company balance sheet

As at 31 December 2007

Assets

Plant and equipment

Investments in subsidiary undertakings
Availlable for safe investments
Deferred tax asset

Total non-current assets

Trade and other receivables
Cash and cash equivalents

Total current assets
Current hiabilities

Trade payables
Other payables
Accruals and deferred income

Total current liabilities
Net current assets

Provisions
Deferred tax hability

Net assets
Equities

Issued share capital

Shares to he issued (Including share premium)
Share premium account

Merger reserve

Special reserve

Fair value reserve

Other reserve

Treasury shares

Retained earnings

Total equity

The notes on pages 37 to 76 form part of these financial statements

Approved by the Board on 11 March 2008 and signed on its behalf by

NI

David Liddell
Chief Financial Officer

Zall

Tim Linacre
Chief Executive

Notes

12
13
13
18

14
27

15
15
15

17
18

23
23
23
23
23
23
23
23
23
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2007 2006
£000 £000
1,627 1,628

47,811 20,107
6,338 5,459
2,062 -

57,838 27,194

12,936 1,859

153 12,239

13,089 14,098
(209) (87)

(12,212) (2,771)
(1,741) (2,922)
(14,162) (5,780)
(1,073) 8,318
- (154)

{28) -

56,737 35,358
2,831 2,530
3,147 ;

12,676 12,595

12,723 1,715
9,595 9,595

(12) -

(636) (712)
(4,972) (2,810)
21,385 12,445
56,737 35,358




Consolidated statement of cash flow

Reconciliation of profit before tax to net cash outflow from operating activities

Cash flows from operating activities

Profit before tax

Net financial income

Depreciation and amortisation

Disposal of plant and equipment

Net loss/(gain) on available for sale investments
Movement in securities held for trading

Decrease in net amounts owed by market counterparties
Decrease/(increase) In trade receivables
(Decrease)/increase in trade payables and provisions
IFRS 2 share based payment charges

Net cash inflow from operating activities

Income taxes pald
Net cash from operating activities

Cash flows from investing activities

Financial income received

Acquisition of subsidiary net of cash acquired
Transachion costs relating to the subsidiary acquisition
Acquisttion of plant and eguipment

Acquisition of available for sale investments

Proceeds from disposal of available for sale investments
Net cash from investing activities

Cash flows from financing activities

Proceeds from the 1ssue of share capital

Purchase of own shares for treasury

Financial expense

Repayment of borrowings ansing in subsidiary acquired
Repayment of EBT loan

Redemption of warrants

Payment of interumn dividend

Net cash from financing activities

Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at 1 January
Cash and cash equivalents at 31 December

The notes on pages 37 to 76 form part of these financial statements
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Year ended Year ended
31 December 31 December
2007 2006
£'000 £'000
3,523 5,877
(1,821) (1,336)
1,018 494

- 17

1,104 (471)
(1,658) 415
3,088 3,056
356 (698)
(2,644) 2,477
4,908 7,123
7,874 16,954
(3,132) {918)
4,742 16,036
2,043 1,554
(1,313) -
(1,483) -
{1,447} (437
{4,344) (6,192)
2,400 1,205
{4,144) (3,870)
86 12,846
(2,162) (2,810)
(222) {218)
(6,144) -
76 29

- (120)

(761) -
{9,127) 9727
{(8,529) 21,893
42 963 21,070
34,434 42,963




Company statement of cash flow

Reconcihation of profit before tax to net cash outflow from operating activities

Cash flows from operating activities

Profit before tax

Net financial income

Depreciation and amortisation

Disposal of plant and equipment

Loss/(gain) on avallable for sale mvestments
Decrease/{(increase) in trade receivables
{Decrease)/increase In trade payables and provisions
IFRS 2 share based payment charges

Net cash inflow from operating activities

Cash flows from investing activities

Financial Income received

Acquisition of subsidiary

Transaction costs relating to the subsidiary acquisition
Capital injection into subsidiary

Acquisition of plant and equipment

Acquisition of available for sale investments

Proceeds from disposal of available for sale investments
Net cash from investing activities

Cash flows from financing activities
Proceeds from the issue of share capital
Purchase of own shares for treasury
Repayment of EBT loan

Payment of intenm dividend
Redemption of warrants

Net cash from financing activities

Net (decrease)/increase n cash and cash equivalents
Cash and cash equivalents at 1 January
Cash and cash equivalents at 31 December

The notes on pages 37 to 76 form part of these financial statements
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Year ended Year ended
31 December 31 December
2007 2006
£'000 £000
2,764 2,964
(608) (614)
664 494

- 17

1,124 (387)
{10,039) 273
8,228 300
1,764 2,611
3,897 5,658
608 614
(1,847) -
(181) -
(9,119) -
{663) (437)
{4,344) (6,192)
2,324 1,121
{13,222) (4,894)
86 12,846
(2,162) (2,810)
76 29

(761) -

- {120)

(2,761) 8,945
{12,086) 10,709
12,239 1,530
153 12,239




1 Significant accounting policies

Panmure Gordon & Co plc {the “Company") 1s a company domiciled in the United Kingdom The address of the
Company’s registered office 1s Moorgate Hall, 155 Moorgate, London, EC2M 6XB The consclidated financiat
statements of the Company for the year ended 31 December 2007 compnise the Company and its subsidiaries
{together referred to as the "Group”)

11 Basis of preparation and statement of complance

Both the Group and Company financial statements have been prepared and approved by the Directors in
accordance with International Financial Reporting Standards as adopted by the EU ("Adopted IFRSs") On
publishing the Company financial statements here together with the Group financial statements, the Company 1s
taking advantage of the exemption in section 230 of the Companies Act 1985 not to present its individual income
statement and related notes that form a part of these approved financial statements These are the Group’s and
Company's first IFRS consolidated financial statements and IFRS 1 has been applied The disclosures required
by IFRS 1 concerning the transition from UK GAAP to adopted IFRSs are given in note 25

The financial statements are presented in sterling, rounded to the nearest thousand The accounting policies set
out below have been applied consistently to all periods presented in these consoldated financial statements

The preparation of financial statements in conformity with adopted IFRSs require management to make
Jjudgements, estimates and assumptions that affect the application of policies and reported amounts of assets
and labilities, income and expenses  The estimates and associated assumptions are based on historical
experience and various 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 liabilities that are not readiy
apparent from other sources  Actual results may differ from those estimates Judgements made by
management in the application of adopted IFRSs that have a significant effect on the financial statements and
estimates with a significant sk of matenal adjustment are discussed n note 28

The Company has elected to take the following exemptions affecting comparative financial data
(1) Business combmnations

The Company has elected not to restate business combinations that took place prior to the 1 January 2006
transition date

(i} Plant and equipment

A first-ime adopter may elect to measure individual items of plant and equipment at the book value under its
previous GAAP, at the date of transition to adopted IFRSs The Group and Company have made this
election

() Forthcoming requirements and future developments to accounting policies

IFRS 8 Operating Segments 1s effective for penods beginming on or after 1 January 2009 This standard
introduces the “management approach”, which requires segment disclosures based on the components of
the entity that management monitors in making decisions about operating matters At the reporting date this
standard has not yet been adopted

IFRIC 11 in conjunction with IFRS 2 share based payments has not yet been adopted, but on adoption it will
not impact the reported profits or financial position of the Group or the Company

The comparative figures for the financial year ended 31 December 2006 are not the Group's or Company's
statutory accounts for that financial year Those accounts, which were prepared under UK GAAP, have
been reported on by the Company's auditors and delivered to the Registrar of Companies The report of
the auditors was (1) unqualified, (n) did not include a reference to any matters to which the auditors drew
attentton by way of emphasis without qualfying therr report, and () did not contain a statement under
section 237(2) or (3) of the Companies Act 1985
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1.2 Basis of consolidation

121 Subsidianes

Subsidiaries are entities controlled by the Group Control exists when the Group has the power, directly or
indirectly, to govern the financial and operating policies of an entity so as to obtain benefits from its activities In
assessing centrol, potential voting nghts that are presently exercisable or convertible are taken into account The
financial statements of subsidianes are included in the consolidated financial statements from the date that
control commences until the date that control ceases In the Company's financial statements investments in
subsidiaries are stated at cost less any impairment losses

1.2.2 Transactions eliminated on consolidation

Intragroup balances, and any unrealised gains and losses or income and expenses arising from intragroup
transactions, are eliminated in preparing the consolidated financial statements Unrealised losses are eliminated
in the same way as unrealised gains, but only to the extent that there 15 no evidence of impairment

1.23 EBT

The Group has accounted for each Trust as a branch of the Company Holdings of shares by the Trusts are
accounted for as treasury shares When the Trusts transfer shares to employees, this 1s accounted for as a
distribution of those shares to the employees

1.3 Functional and presentation currency

These consolidated financial statements are presented in sterling, which 1s the Group's presentational currency
The Company's financial statements are presented in sterhing, which 1s the Company's functional and
presentational currency Except where indicated, financial information presented in sterling has been rounded to
the nearest thousand

1.4  Foreign currency

1.41 Foreign currency transactions

Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date of the
transaction, to the respective functional currencies of the Group entites Monetary assefs and habilities
denominated in foreign currencies at the balance sheet date are translated to their respective functional currency
at the foreign exchange rate ruhng at that date Foreign exchange differences arising on translation are
recognised in the iIncome statement Non-monetary assets and liabilities, except for goodwill, that are measured
in terms of historical cost in a foreign currency are translated using the exchange rate at the date of the
transaction Non-monetary assets and lizbihties, except for goodwill, dencminated in foreign currencies that are
stated at far value are translated to their respective functional currency at foreign exchange rates ruling at the
dates the fair value was determined

1.4.2 Fnancial statements of foreign operations

The assets and habilities of foreign operations are translated to sterling at foreign exchange rates ruling at the
balance sheet date The revenues and expenses of foreign operaticns are translated to sterling at rates
approximating the foreign exchange rates ruling at the dates of the transactions Foreign exchange differences
ansing on retranslation of assets and habilities are recogrised directly in a separate component of equity known
as the Foreign Currency Translation Reserve When a foreign operation 1s disposed of, in part or in full, the
relevant amount in the Foreign Currency Translation Reserve i1s transferred to the income statement
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1.5 Plant and equipment

151 Owned assets
Items of plant and equipment are stated at cost, less accumulated depreciation (see 1 5 2) and any impairment
losses (see 1 10 3)

Where parts of an item of plant and equipment have different useful lives, they are accounted for as separate
items of plant and equipment and depreciated accordingly

15.2 Depreciation
Depreciation 1s charged to the Income statement on a straight-line basis over the estimated useful lives of each
part of an item of plant and equipment The estimated useful lives are as follows

() Fixtures and fittings 5 years
(n) Furniture and office equipment 8 - 7 years
()} Computer and telephone equipment 3 years

1.6  Intangible assets

161 Goodwill

All business combinations are accounted for by applying the purchase method Goodwill has been recognised in
acquisitions of subsidiaries In respect of business acquisitions that have occurred since 1 January 2006,
goodwill represents the difference between the cost of the acquisiton and the fair vaiue of the net identfiable
assets and contingent habiliies acquired

In respect of acquisitions prior to this date, goodwiil 1s included on the basis of its deemed cost, which represents
the amount recorded under previous GAAP The classificaton and accounting treatment of business
combinations that occurred prior to 1 January 2006 has not been reconsidered in preparing the Group’s and
Company's opening adopted IFRS balance sheet at 1 January 2006

Goodwill is stated at cost less any accumulated impairment losses Goodwill 1s allocated to cash generating units
and 1s not amortised but 1s tested annually for impairment

16.2 Otherintangible assets
intangible assets other than goodwill that are acquired by the Group are stated at cost less accumulated
amorhisation (see 1 6 4) and imparrment losses

1,6.3 Subsequent expenditure

Subsequent expenditure on capitalised intangible assets 1s capitalised only when it increases the future
economic benefits embodied in the specific asset to which 1t relates All other expenditure is expensed as
incurred

164 Amortisation

Amortisation 1s charged to the income statement on a straight-ine basis over the estimated useful lives of
intangible assets unless such lives are indefinite Goodwill and intangible assets with an indefinite useful life are
tested systematically for impairment at each reporting date Other intangible assets are amortised from the date
that they are available for use The estimated useful ives of intangibles are up to five years
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1.7 Investments

171 Financial assets and habilities
The Group classifies its financial assets and habilities as

1 securities held for trading,
2 held for trading labilities, and
3 avallable for sale investments

The classification depends on the purpose for which the assets or latilites were acquired Management
determines the classification of its investments at inibial recognition

A financial instrument 1s defined as any contract that gives rise to a financial asset of one entity and a financial
hability or equity instrument of ancther entity

172 Recognition

All financia! assets and labilities are imitially recognised and measured at far value plus directly attnbutable
transaction costs on the trade date at which the Group cr Company becomes a party to the contractual
provisions of the financial instrument

1.7.3 Derecognition

The Group derecognises all secunties held for trading when the contractual nghts to the cash flows on the
financial asset expire, or it transfers the rnights o recerve the contractual cash flows on the financial asset in a
transaction in which substantially all the nsks and rewards of the financial asset are transferred

1.7.4 Held for trading assets and habilities

The terms "secunties held for trading” and "held for trading habilities” {formerly long and short trading positions)
represent the aggregate of trading positions in individual securities arising respectively from a net bought or net
sold positon These positions in securities are valued at market bid and offer prices respectively at the close of
business on the balance sheet date, and movements are recogrmsed in the income statement A financial asset
or liability 15 classified in this category If acquired pnncipally for the purpose of selling or buying back in the short
term Purchases and sales of investments are recognised on trade date, being the date on which the Group or
Company commits to purchase or sell the asset

175 Available for sale investments

Available for sale investments are those investments which are not held for short term trading Fair values in
respect of avallable for sale investments that are quoted In active markets are determined by reference to the
current quoted bid price Where independent prices are not avallable, fair values may be determined using
valuation techniques with reference to observable market data The difference between acquisition cost and far
value 1s taken to equity, and to the income statement if the asset 1s impaired The Group and Company makes
an assessment at each balance sheet date as to whether there 1s any objective evidence of impairment, being
any circumstance where an adverse impact on estimated future cash flows of the financial asset or Group of
assets can be reliably estimated On disposal, any profit previously recognised within equity, or any impairment
previously recognised i the income statement are reversed and the actual profit or loss on disposal 1s
recognised in the income statement
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1.8 Trade and other receivables

Trade and other receivables are initially recognised at fair value plus directly attnbutable transaction costs and
then measured at amortised cost At each balance sheet date such receivables are reviewed to determine
whether there 15 an indication of mparment If any such indication exists, the recoverable amount 15 estimated
Imparment losses are recognised In the income statement

19  Cash and cash equivalents

Cash and cash equivalents {including money market funds) comprise cash balances and call deposits with an
onginal maturity of three menths or less Bank overdrafts that are repayable on demand and form an integral part
of the Group’s treasury function are included as a component of cash and cash equivalents for the purpose of
the statement of cash flows Cash and cash equivalents are held at amortised cost in the balance sheet

110 Impairment

1.10 1 Available for sale Investments

When a dechne in the fair value of an available for sale financial asset has been recogrised directly in equity and
there is objective evidence that the asset 1s impaired, the cumulative loss that had been recognised directly in
equity 1s recogrused In the income statement even though the financial asset has not been derecognised The
amount of the cumulative loss that 15 recognised in the income statement 1s the difference between the
acquisition cost and current fair value, less any impairment loss on that financial asset previously recognised in
the income statement

1102 Goodwill and other intangibles

All recoverable amounts are measured based on the higher of value in use and farr value less costs to sell The
key assumptions and approach to determine value 1n use calculations are solely estimates for the purpose of
assessing impairment on acquired goodwill  For goodwill, intangible assets that have an indefinite useful life and
intangible assets that are not available for use, the recoverable amount 1s estimated at each balance sheet date
An impairment loss is recognised whenever the carrying amount of an asset or its cash generating unit exceeds
its recoverable amount Impairment losses are recognmised in the income statement An impairment loss in
respect of goodwili 1s not reversed

1.10.3 Plant and equipment
For plant and equipment, an impairment loss i1s recognised whenever the carrying amount of an asset or its cash
generating unit exceeds its recoverable amount Impairment losses are recognised In the income statement

1.11 Repurchase of share capital

When share capital recognised as equity 15 repurchased, the amount of the consideration paid, including directly
attnibutable costs, is recognised as a change in equity Repurchased shares that are not subsequently cancelled
are classified as treasury shares and presented as a deduction from total equity

1.12 Interest-bearing borrowings

Interest-beanng borrowings are recognised initially at far value less directly attributable transaction costs
Subsequent to imitial recognition, interest-bearing borrowings are stated at amortised cost with any difference

between cost and redempticn value being recognised in the iIncome statement over the penod of the borrowings
on an effective interest rate basis
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1.13 Employee benefits

1.13 1 Defined contrnibution plans
Obligations for contributions to defined contribution pension plans are recognised as an expense in the income
statement as incurred

113.2 Share based payment transactions

The Group has applied the requirements of IFRS 2 share based payments to all grants of equity
Instruments

The Group 1ssues equity-settled share based payments to certain empioyees Equity-settled share based
payments are measured at farr value at the date of grant The farr value determined at the date of grant s
expensed on a straight-ine basis over the vesting period based on the Group's estimate of shares that will
eventually vest Fair value 1s measured by use of a proprietary valuation model and considers such inputs as
share price at date of grant, exercise price, historical volatiity and nsk-free interest rates At each reporting date
the amount recognised as an expense 1s adjusted to reflect the actual number of leavers

1133 Matching Share Plan

Under the Matching Share Pian, the Group grants free shares to employees equivalent to the number they have
purchased This I1s recorded as an expense based on its estimate of the number of shares expected to vest on a
straight-ine basis over the vesting period At each reporting date the amount recognised as an expense Is
adjusted to reflect the actual number of leavers More information on the Matching Share Plan can be found in
note 4

1.14 Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of a past
event, which can be estimated reliably, and it is probable that the Group will be reguired to settle that obligation
Provisions are measured at the Directors’ best estimate of the expenditure required to settle that obligation at the
balance sheet date

115 Trade and other payables

Trade and other payables are imitially recognised at fair value plus directly attributable transaction costs and then
measured at amortised cost

1.16 Revenue

Revenue s measured at the fair value of the consideration received or recevable and represents amounts
receivable for services provided in the normal course of business

- If revenue 1s earned on the execution of a significant act, it 1s recognised when the significant act
has been completed (for example, fees arnising from negotiating, or participating in the negotiation
of, a transaction for a third party, such as the arrangement for the acquisition of shares or other
secunties)

- If revenue 1s earned as services are provided, it 1s recognised as the services are provided (for
example, asset management, portfolio and other management adviscry and service fees)

- Commussion, as reported on the face of the iIncome statement, reflects revenue generated from the
Iinstituttonal equities business segment

- Trading revenue compnses all gains and losses from changes in the fair value of financial assets
and financial liabilibes held for trading, together with related income, expense and dividends

- Fee income, as reported on the face of the Income statement, reflects revenue generated from the
corporate finance business segment as well as wealth management revenue

- Financial ncome and financial expenses are recognised using the effective interest rate method
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1.17 Segmental reporting

Segments are distinguishable components of the Group that provide services within a particular economic
environment (geographic segment) or type of service (business segment) A reportable segment is any segment
that earns at least 10% of its revenue from external customers The dominant source of the Group's different
nsks and rewards determines the Group’s primary segment

In accordance with IAS 14, the Group’s pnimary segment 1s based on geographic region
1.18 Operating leases

Payments made under operating leases are recognised in the income statement on a straight-line basis over the
term of the lease Under IAS 17 guidelines, lease incentives receved are recogrised in the income statement as
an integral part of the total lease expense

1.19 Income tax

Income tax on the profit or loss for the pernods presented comprises current and deferred tax Income tax Is
recognised in the income statement except to the extent that it relates to items recognised directly in equity, In
which case 1t 1s recognised directly in equity

Current tax 15 the expected tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years

Deferred tax 1s provided using the balance sheet liabihity method, providing for temporary differences between
the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes The amount of deferred tax provided 1s based on the expected manner of realisation or settlement of
the carrying amount of assets and habilities, using tax rates enacted or substantively enacted at the balance
sheet date The most significant element of the deferred tax asset relates to the tax benefit ansing from the
future exercise of share options

A deferred tax asset 1s recognised only to the extent that it is probable that future taxable profits will be available
agamnst which the asset can be utlised Deferred tax assets are reduced to the extent that it 1s no longer
probable that the related tax benefit will be realised

Deferred tax 1s not recognised for the following temporary differences the initial recognition of assets or
liabilities In a transaction that is not a business combination and that affects neither accounting nor taxable profit,
and differences relating to investments in subsichanes and jointly controlled entities to the extent that it s
probable that they will not reverse in the foreseeable future
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2 Segmental reporting

Segment information 1s presented in respect of the Group's geographical and business segments The Group's

primary segment 15 geographical and 1s based on the Group's management and internal reporting structure

21 Geographical segments

The Group compromises the following main geographical segments

. UK business
. US business

The following provides an analysis of results split by geographical segments

UK us Consolidated
2007 2006 2007 2006 2007 2006
£000 £000 £000 £000 £'000 £000
Net commission and trading
ncome 14,894 18,757 10,894 - 25,788 18,757
Corporate finance fee iIncome 26,215 23,284 10,435 - 36,650 23,284
Wealth management income - - 2,721 - 2,721 -
Net (loss)/gain on AFS
Investments (1,104) 471 - - {1,104) 471
Total administration expenses (29,975) (30,849) (25,951) - (55,926) (30,849)
Share based payment charges (6,343) (7,122) (84) - (6,427) (7,122)
Net financial income 2,040 1,336 {219) - 1,821 1,336
Income tax 1,276 {1,849) 891 - 2,167 (1,849)
Profit/(loss) for penod 7,003 4,028 {1,313) - 5,690 4,028
Non-current assets {Inc
goodwill) 24,802 20,288 29,434 - 54,236 20,288
Current assets' 67,313 81,575 12,787 - 80,100 81,575
Current liabilities* (33,750) (42,409) (19,145) - (52,895) (42,409)
Non-current habilites (3,833) {3,766) - - (3,833) (3,768)
Capital expenditure {663) (437) {783) - (1,447) {437)

' These amounts exclude the intragroup balance between the UK and the US
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22 Business segments

The UK and US segments operate in two principal business segments, stitutional equities and corporate
finance and other fee income

The following provides an analysis of revenue by business segment for the period to 31 December 2007

Corporate Central

Total Instltutlpnal Finance and

Equities other fee

Income
Year ended Year ended Year ended Year ended
31 December 31 December 31 December 31 December
2007 2007 2007 2007
£'000 £'000 £000 £'000
Net commission and fee iIncome 65,159 25,788 39,371 -
Current assets (segment) 80,100 36,219 2,449 41,432
Current hiabilities (segment) (52,895) (29,252) - (23,643)
Capital expenditure {1,447) - - (1,447)

The following provides an analysis of revenue by business segment for the perod to 31 December 2006

Corporate Central

Tow St e e

iIncome
Year ended Year ended Year ended Year ended
31 December 31 December 31 December 31 December
2006 2006 2006 2006
£000 £000 £'000 £'000
Net commission and fee income 42,041 18,757 23,284 -
Current assets (segment) 81,575 36,760 1,015 43,800
Current liabilities (segment) (42,409) (24,060) - (18,349}
Capital expenditure (437) - - (437)
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3 Purchase of subsidiary undertakings

On 30 March 2007 the Group completed the acquisition of ThinkEquity The net assets acquired under adopted
IFRSs were as follows

Book value Adjustments Fair value
£000 £'000 £000
Intangible assets - 554 554
Plant and equipment 1,327 (72) 1,255
Available for sale investments 13 - 13
Held for trading investments 7 - 7
Trade and other receivables 3,795 - 3,795
Cash 5,389 - 5,389
Payables (20,913) - (20,913)
Net habilities (10,382) 482 (9,900)
Direct costs of acquisition - - (1,483)
Add goodwill on consolidation - - 26,645
15,262

Satisfied by
Cash payment - - 1,847
lssue of 8,767,626 shares' - - 13,415
15,262

' market price of 153p at the date of acquisition

The acquisttion of ThinkEquity, which has been accounted for under acguisition accounting, has resulted in an
increase in the merger reserve created on consolidation of £11,008,002 being the difference between the market
value of shares issued, not including shares to be 1ssued, and therr nominal value of £295,517 (4p per share)
The intangible assets acguired relate to customer relationships

Goodwill ansing on the acquisition of ThinkEquity 1s attnbutable to those intangibles which are not recognised
separately, such as an experienced work force in place

Since acquisition, ThinkEquity reported a loss after tax of £1,313,273 which 1s included within the consolidated
income statement

If ThinkEquity had been acquired on 1 January 2007, ThinkEquity's revenue for the penod would have been
£35,017,000 and their loss for the year would have been £1,382,773
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4 IFRS 2 share based payments

The Group has two active employee benefit trusts, the Panmure Gordon & Co plc Employee Benefit Trust
(EBT1) and the Panmure Gordon & Co plc No 2 Employee Benefit Trust (EBT2) The assets and habilities of
each EBT are consolidated within the Group's financial statements

Certain options over the ordinary shares of Panmure Gordon & Co plc 1ssued under the Unapproved Share
Option Plan have been granted in prior periods to an Executive Share Option Scheme held in EBT1
Subsequently, options have been sub-trusted for the potential benefit of certain employees (including Directors)
or therr beneficiaries

The Panmure Gordon & Co plc Matching Share Plan 1s in essence a buy one get one free plan, under which for
each ordinary share iIn Panmure Gordon & Co plc which 1s purchased and lodged with the Company, one share
1s 1ssued free of charge after three years, provided the shares have not been disposed of and provided that the
employee 15 still employed by the Company at the time of vesting

On completion of the acquisition by the Group of Panmure Gordon {UK) Limited on 26 Aprl 2005, the Company
1ssued 18,521,295 new ordinary shares at par value to the trustees of EBT2 The par value of these shares, less
exercised shares, 1s currently shown withun the other reserve sechion of the balance sheet The Trustees have
granted options over some of the shares to employees, including Directors, at an exercise price equivalent to the
par value of 4 pence per share Also consequent on completion of the acquisition of Panmure Gordon {(UK)
Limited the Company granted 1,500,000 options over ordinary shares to certain Directors under the 2002
Unapproved Share Option Plan (of which 500,000 remain outstanding) The provisions of IFRS 2 have been
applied to both these options and to the options granted over shares held in EBT2

The Group has adopted the provisions of IFRS 2 as regards share based payment charges These provisions
require a calculation of the fair value at the date of grant of share options granted to Directors and employees
This fair value s then charged to the income statement over the vesting period of the options Since this charge
15 neither a cash tem nor a diminution 1n asset value, there 1s an equal and opposite credit to reserves of the
amount of the share based payment charge

Other share based payment charges relate to payments to employees in compensation for employer’s National
Insurance Contnbutions borne by them on the exercise of share options under the 2005 Employee Share Option
Plan Such payments will only be made whilst the Group remans profitable

Where options have been granted with an exercise price of 4p or less, the fair value of options on the date of
grant has been estimated at therr mtrinsic value The fair value of all other options on the date of grant has been
estimated using a Black-Scholes valuation model The significant inputs to the model were

(a) Share price on the date of grant,

(b) Exercise price (see below),

{c) Expected volatiity (40% based on historic volatility) (2006 50%),
(d) Risk free rate on the date of grant, and

{e) Expected dividend yield (nil)
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Over the 12 months to 31 December 2007 the following number and weighted average exercise price of options
were recorded

Group
Number Weighted average
price

Qutstanding at the beginning of the period 19,512,775 £017
Granted duning the period 8,845,090 £0 71
Forfeited durning the penod 2,587,382 £0 39
Exercised during the period 2,653,943 £0 08
Expired during the period - -
QOutstanding at the end of the period 23,216,540 £0 36
Exercisable at the end of the period 10,922,859 £0 25

Of the number of options outstanding at the end of the period, 13,867,003 relate to shares which are already in
issue

Company
Number Weighted average
price

Outstanding at the beginning of the period 8,860,050 £017
Granted during the period 500,742 £169
Forfeited during the period - -
Exercised during the pericd 258,586 £0 04
Expired during the period - -
QOutstanding at the end of the period 9,102,206 £0 25
Exercisable at the end of the period 6,263,073 £0 22
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4.1 Share based payment charges arising from the acquisition of Panmure Gordon (UK)

Year ended
31 December 2006
£'000

6,908

Limited

Year ended
31 December 2007
£000
IFRS 2 share based payment charges 2,964
Other related IFRS 2 share based payment charges 1,185

Total IFRS 2 share based payment charges relating
to the acquisition of Panmure Gordon (UK) Limited 4,149

5,908

IFRS 2 share based payment charges are denved from the following 1ssues of options relating to the acquisition

of Panmure Gordon (UK) Limited

Type of scheme

2002 Unapproved
2005 EBT (tranche 2)
2005 EBT (tranche 3)
2005 EBT (tranche 2)
2005 EBT (tranche 3)
2005 EBT (tranche 2)
2005 EBT (tranche 3)
2005 EBT (tranche 2)
2005 EBT (tranche 3)
2005 EBT {tranche 2)
2005 EBT (tranche 3)
2005 EBT (tranche 2)
2005 EBT {tranche 3)
2005 EBT (tranche 1)
2005 EBT (tranche 2)
2005 EBT (tranche 3)
2005 EBT (tranche 1)
2005 EBT (tranche 2)
2005 EBT (tranche 3)
2005 EBT (tranche 1)
2005 EBT (tranche 2)
2005 EBT (tranche 3)
2005 EBT (tranche 1)
2005 EBT (tranche 2)
2005 EBT (tranche 3)
2005 EBT

2005 EBT

Date of grant No of options Exercise price

granted less
exercised or

lapsed
26/04/2005 500,000
26/04/2005 1,713,139
26/04/2005 1,971,724
31/05/2005 747 628
31/05/2005 809,291
31/05/2005 804,828
31/05/2005 839,845
16/08/2005 61,667
16/08/2005 61,666
16/08/2005 1,667
16/08/2005 5,999
24/11/2005 10,000
24/11/2005 10,000
10/03/2006 251,038
10/03/2006 255,705
10/03/2006 255710
15/05/2006 17,500
15/05/2006 20,000
15/05/2006 20,000
17/07/2006 5,000
17/07/2006 5,000
17/07/2006 5,000
14/09/2006 88,333
14/09/2006 93,333
14/09/2006 93,334
14/09/2006 100,000
14/09/2006 100,000
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42 Other share based payment charges

Year ended Year ended

31 December 2007 31 December 2006

£000 £000

IFRS 2 share based payment charges 1,944 214
Other related IFRS 2 share based payment charges 334 -
Total IFRS 2 share based payment charges 2,278 214

IFRS 2 share based payment charges are derived from the following issues of options unconnected with the
acquisition of Panmure Gordon (UK) Limited

Type of scheme Date of grant No of options Exercise price Vesting

granted less {p) penod (years}

exercised or lapsed

2002 Approved 12/05/2004 89,863 125 3
2005 EBT (tranche 1) 17/01/2007 8,333 4 127
2005 EBT ({tranche 2) 17/01/2007 8,333 4 227
2005 EBT (tranche 3) 17/01/2007 8,334 4 327
2005 EBT (tranche 1) 06/03/2007 78,334 4 114
2005 EBT (tranche 2) 06/03/2007 78,334 4 214
2005 EBT (tranche 3) 06/03/2007 78,332 4 314
Overseas Plan 30/03/2007 464,741 1815 3
Matching Share Plan 31/03/2007 1,476,423 - 3
2005 EBT (tranche 1) 10/04/2007 114 666 4 104
2005 EBT (tranche 2) 10/04/2007 114,666 4 204
2005 EBT (tranche 3) 10/04/2007 114,668 4 304
2005 EBT 10/04/2007 215,000 4 3
2002 Approved 23/04/2007 18,750 160 3
2002 Approved 23/04/2007 17,964 167 3
2002 Unapproved 23/04/2007 156,250 160 4
2002 Unapproved 23/04/2007 7,036 167 4
Matching Share Plan 26/04/2007 200,000 - 3
Overseas Pian 16/05/2007 56,000 1815 3
2005 EBT ({tranche 1) 22/05/2007 15,833 4 093
2005 EBT (tranche 2} 22/05/2007 15,833 4 193
2005 EBT (tranche 3) 22/05/2007 15,834 4 293
2005 EBT 22/05/2007 20,000 4 288
2002 Approved 20/06/2007 47,045 176 3
2002 Unapproved 20/06/2007 157,955 160 4
2005 EBT (tranche 1) 05/07/2007 11,417 4 081
2005 EBT (tranche 2) 05/072007 11,417 4 181
2005 EBT (tranche 3) 05/072007 11,416 4 281
2005 EBT 05/07/2007 200,000 4 0186
2005 EBT (tranche 1) 06/07/2007 187,749 4 081
2005 EBT (tranche 2) 08/07/2007 187,749 4 181
2005 EBT (tranche 3) 06/Q7/2007 187,752 4 281
Matching Share Plan 11/07/2007 264,000 - 3
2005 EBT (tranche 1) 17/08/2007 59,000 4 069
2005 EBT (tranche 2) 17/Q08/2007 99,000 4 169
2005 EBT (tranche 3) 17/08/2007 79,001 4 2869
2002 Approved 19/09/2007 1,300,000 125 3
QOverseas Plan 19/09/2007 415,600 1815 253
2005 EBT (tranche 1) 12/10/2007 105,000 4 0 54
2005 EBT (tranche 2) 12/10/2007 85,000 4 154
2005 EBT (tranche 3) 12/10/2007 85,000 4 254
Matching Share Plan 19/10/2007 136,460 - 3
Matching Share Plan 30/10/2007 31,811 - 3
2005 EBT (tranche 1) 19/11/2007 14,999 4 043
2005 EBT (tranche 2) 19/11/2007 14,999 4 143
2005 EBT (tranche 3) 19/11/2007 15,002 4 243
Matching Share Plan 20/11/2007 50,000 - 3
2005 EBT (tranche 1) 18/12/2007 45,000 4 035
2005 EBT (tranche 2) 18/M12/2007 45,000 4 135
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5 The operating profit for the Group before taxation I1s stated after charging

Auditor's remuneration

The following fees were payable by Panmure Gordon to the Group’s principal auditor, KPMG Audit Plc and its

associate in the US (together KPMG)

Audit fees for statutory audit
Fees relating to current year

Fees payable to KPMG for other services provided to the Group

Audit related services

Audr of subsidiaries

Other services pursuant to legislation
Tax services
Other services

Total fees payable

6 Net financial income

Financial income
Cash and money market deposits
Other

Financial expense

Bank loans and overdrafts
Subordinated loan

Net financial Incomea

Year ended Year ended

31 December 2007 31 December 2006
£000 £000

100 80

92 35

41 25

o0 30

120 29

443 209

Year ended Year ended

31 December 2007 31 December 2006
£'000 £000

1,884 1,284

159 270

2,043 1,554

(30) (26)

{(192) {192)

(222) (218)

1,821 1,336
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7 Staff costs

Group

Staff costs including Directors’ emoluments
Wages and salanes

Social secunty costs

Pensions (defined contribution scheme}

Total

Year ended Year ended

31 December 2007 31 December 2006
£'000 £000

35,366 20,139

2,901 2,527

1,191 1,072

39,458 23,738

The Group operates a defined contnbution pension scheme, accruing costs as paid At the balance sheet date
the Group had no outstanding pension contribution habilities The charge for the period to 31 December 2007

was £1,191,000 (2006 £1,072,000)

Average number of persons, including Directors, employed by the Group dunng the year

Group Total 2007 UK 2007 uUs 2007 Group Total 2006
Institutional Equities 152 59 93 63
Corporate Finance 91 30 61 28
Other 69 39 30 a6
Total 312 128 184 127

As at 31 December 2007, the number of persens, including Directors, emplaoyed by the Group was

Group Total 2007 UK 2007 Us 2007 Group Total 2008

Institutional Equities 147 59 88 58

Corporate Finance 96 29 67 30

Other 73 42 3 36

Total 316 130 186 124

Directors’ emoluments

Emoluments paid to Directors were as follows

Emoluments Pension Emoluments Pension

2007 2007 2006 2006

£000 £000 £'000 £'000

Aggregate 1,584 40 1,103 147

Highest paid Director 557 22 587 112

Two Directors are accruing benefits under the Group's defined contribution pension scheme No Directors
have exercised any share options or awards during the period Three Directors {(Iincluding the highest paid
Director) were granted share awards under the Company's Matching Share Plan and two Dirrectors were
granted share options under the Overseas Share Option Plan and the Accrued Bonus Plan during the year

The Directors are reimbursed all reasonable expenses incurred solely in relation to their duties as a Director
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8 Income tax expense

The analysis of the tota! income tax credit/{expense) Is as follows

Analysis of current tax charge in period

UK current period corporation tax charge on current year profit

UK corporation tax credit in respect of pnor year
Current tax charge

Analysis of deferred tax credit in period
Ansing on future exercise of share options
Recognition of the future tax benefit of US losses
Tempoerary difference on plant and equipment
Temporary difference on goodwill

Deferred tax credit

Total income tax credit/(expense)
Tax reconciliation
Profit on ordinary activities before tax

Taxation at UK corporation tax rate of 30% (2006 30%)

Effects of
US losses at different rate
Brought forward losses utiised
Deferred tax on future exercise of share options
Deferred tax on plant and equipment
Deferred tax on goodwill
Tax on IFRS 2 share based payment charges
Tax rehef from exercise of share options
Prior year corporation tax over provision
Sundry differences

The effective tax rate for this reporting period was a credit of 61 5% (2006 charge of 31 5%) The tax credit for
this reporting penod was principaily due to the recognition of a deferred tax asset on the future exercise of share

options Further details can be found in note 18
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Year ended Year ended
31 December 31 December
2007 2006
£000 £000
(2,501) (2,254)
492 405
(2,009) {1,849}
3,323 -
890 .
280 -
(317) -
4176 -
2,167 {1,849}
3,523 5877
{1,057) (1,763}
264 -

- 1,117

3,323 -
280 -
{317) -
(1,928) (2,136)
849 828
492 405
261 (300}
2,167 (1,849}




9 Result of the Company

As permitted by section 230 of the Companies Act 1985, the Company’s income statement 1s not presented as
part of these financial statements The Company's profit for the financial period was £4 8m (2006 profit of
£30m)

10 Earnings per share

Earnings per share (EPS) are calculated on a net basis using the profit on ordimary activities after taxation
divided by the weighted average number of shares detailed below

Year ended Year ended

31 December 31 December

2007 2006

£°000 £'000

Profit on ordinary activities after taxation (PAT) 5,690 4,028
Add IFRS 2 charges re acquisition of Panmure Gordon (UK) Limited 4,149 6,908
Other IFRS 2 share based payment charges 2,278 214
Tax relief from exercise of options (849) (828)
Pror year tax over provision (492) {(405)
Deferred tax from the future exercise of share options {3,323) -
Deferred tax relating to goodwill 37 -
Redundancy and restructuring net of tax 250 -
Gain on sale of discontinued activities net of tax (54) (84)
Dividend equivalent bonus net of tax 106 -
Adjusted profit after taxation (Ad) PAT) 8,072 9,833
Weighted average number of shares Iin issue 69,102,942 62,081,645
Fully diluted weighted average number of shares in 1ssue 70,649,835 . 64,686,485
Basic earnings per share (based on PAT) 8.23p 6 49p
Diluted earnings per share {based on PAT) 8.05p 6 23p
Adjusted earnings per share (based on Ad) PAT) 11.68p 15 83p
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1 Goodwill and other intangibles

Year ended Year ended

31 December 2007 31 December 2006

£000 £'000

At 1 January 13,201 13,201
Goodwill on acquisition of ThinkEquity 26,645 -
Other intangibles ansing on acquisition of ThinkEquity 554 -
Foreign currency movement {344) -
Total 40,056 13,201

Goodwill represents the excess of purchase price paid over net assets acquired, being

(1 £13 2m in respect of the acquisition of Panmure Gordon (UK} Limited in Apnl 2005 The Board considers
that the business and cash flows emanating from Panmure Gorden (UK) Limited are integral to the
operations of the Group in the UK As such the Board has reviewed forecast cash flows in the UK and 1s
satisfied that the present value of these cash flows I1s considerably in excess of £13 2m  In arnving at the
present value of cash flows, a discount factor of 17% has been applied, along with a growth rate of 2%

(ny E£26 6m In respect of the acquisibon of ThinkEgquity in March 2007  In assessing the value of goodwill, the
Board has taken into consideration the following

= The relatively recent date of the acquisition and the improvement in the operating performance of the
Company in calendar year 2007 versus 2006

» Forecast cash flows over a three year period The present value of the cash flows using a discount rate
of 22 34% and 2% constant growth from the third year forecast cash flow 1s considerably in excess of
£26 6m

{m) The intangible assets acquired amount to £554,000 and relate to customer relationships, the estimated
useful life of which s five years
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12 Plant and equipment

Group
2007

Cost

At 1 January 2007

Farr value at acquisition 1 Apnl 2007
Additicns

Disposals

At 31 December 2007

Accumulated depreciation
At 1 January 2007

Charge for the year
Disposals

FX translation .

At 31 December 2007

Net book value
At 31 December 2007
At 31 December 2006

Company

2007

Cost

At 1 January 2007
Additions

Disposals

At 31 December 2007

Accumulated depreciation
At 1 January 2007

Charge for the year
Disposals

At 31 December 2007

Net book value
At 31 December 2007
At 31 December 2006

Group and Company

2006

Cost

At 1 January 2006
Additions

Disposals

At 31 December 2006

Accumulated depreciation
At 1 January 2006

Charge for the year
Disposals

At 31 December 2006

Net book value
At 31 December 2006
At 31 December 2005

Furniture Fittings Computer and Total
and Office Telephone
Equipment Equipment

£000 £000 £'000 £000

341 1.831 452 2,624

404 424 427 1,255

111 450 886 1,447

2) (17) (22) (41)_

854 2,688 1,743 5,285

{120) (741) (135) (996)

{138) (549) (331) (1,.018)

2 17 22 41

(3) (1 (20) (24)

{259} {1,274} {464) (1,997)

595 1,414 1,279 3,288

221 1,090 317 1,628

Furmture Fittings Computer Total
and Office and Telephone
Equipment Equipment

£000 £'000 £'000 £000

341 1,831 452 2,624

63 354 246 663

(2) (17 (22) 41)

402 2,168 676 3,246

(120} (741) (135) (996)

(60) (413) (191) (664)

2 17 22 41

{178) (1,137) (304) (1,619)

224 1,031 372 1,627

221 1,090 317 1,628

Furmiture Fittings Computer Total
and Office and Telephone
Equipment Equipment

£'000 £000 £000 £000

358 1,674 195 2,227

- 158 278 437

(7 4] (22) (40)

341 1,831 452 2,624

(66) (391) (68) (525)

(54) (351) {89) (494)

- 1 22 23

(120) (741) (135) (996)

221 1,090 317 1,628

292 1,283 127 1,702
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13 Investments

Available for sale investments

31 December 2007

31 December 2006

Group £000 £000
Available for sale iInvestments - quoted 6,004 1,824
Avallable for sale investments - unquoted 347 3,635
Total 6,351 5,459

Available for sale iInvestments

31 December 2007

31 December 2006

Company £000 £000
Available for sale investments - quoted 5,991 1,824
Available for sale mvestments - unguoted 347 3,635
Total 6,338 5,459

Investment in subsidiary undertakings

31 December 2007

31 December 2006

Company £'000 £000
Shares in subsidiary undertakings 47,811 20,107
Total 47,811 20,107

Additional information on subsidiary undertakings.
At 31 December 2007 the Company owned 100% of the ordinary share capital of the following subsidiary

undertakings other than those indicated

Name
Panmure Gordon (UK} Limited
Panmure Gordon (Broking) Limited

Country of incorporation

United Kingdom
United Kingdom

Nature of business

Stockbroking, corporate finance and market making
Stockbroking, corporate finance and market making

Durlacher Corporate Finance Limited United Kingdom Dormant
Durlacher Fund Management Limited United Kingdom Dormant
Durlacher Research Limited United Kingdom Dormant
Durlacher Ventures Limited United Kingdom Dormant
Life Capital Limited United Kingdom Dormant
Panmure General Partner Limited United Kingdom General Partner
Rotherfield Nominees Limited’ United Kingdom Dormant
web-angel Limited United Kingdom Dormant
web-angel Services Limited® United Kingdom Dormant
United Energy Limited? United Kingdom Dormant
United Energy Property Limited? United Kingdom Dormant

Moorfields GP Limited (33%)

United Kingdom

General Partner

ThinkEguity Holdings LLC
ThinkEquity Partners LLC?
ThinkEguity Capitat LLC?
ThinkEquity Capital Advisors LLc?
Brantwood Management LLC (50%)°

United States
United States
United States
United States
United States

Holding company

FINRA/SEC registered broker dealer
Investment manager

Investment admimistrator

Investment manager

! Direct subsidiary of Panmure Gordon (Broking) Limited

? Direct subsidianies of web-angel Limited
* Direct subsidianes of ThinkEquity Holdings LLC

The composition of securities held for trading at 31 December was as follows

_ Group Company

31 December 31 December 31 December 31 December

2007 2006 2007 2006

£000 £000 £000 £000

Shares traded on the London Stock Exchange 1,487 6,825 - -
Shares traded on AIM 3,835 938 - -
Other 155 - - -
Totai 5,477 7,763 - -

Included within ‘commussion and trading income’, in the consolidated income statement, 1s a gain of £633,000
(2006 £3,705,000) on account of held for trading assets and liabilties
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14 Trade and other receivables

Due within one year

Trade recevables
Stock borrow’
Market recevables

Amounts owed by Group undertakings

Other receivables

Prepayments and accrued income

Total

! Stock borrow reflects collateral placed against the value of stock borrowed

15 Trade and other payables

Trade payables
Market payables
Total trade payables

Other payables’
Accruals and deferred income
Total other payables

Group Company
31 December 31 December 31 December 31 December
2007 2006 2007 2006
£000 £000 £'060 £000
2,443 1,015 103 46
764 4.602 - -
29,978 22,572 - -
- - 8,999 660
5,117 894 3,078 499
1,422 947 756 654
29,730 30,030 12,936 1,859
Group Company
31 December 31 December 31 December 31 December
2007 2006 2007 2006
£000 £000 £'000 £000
{(2,210) (256) (209) 87)
{28,566) (19.424) - -
{30,776) (19,680) {209) (87}
(2,398) (578) (12,212} (2,771)
{17,332) {14,831) {1,741) (2,922}
{19,730) (15,409) (13,953) (5,693)

! Included within other payables within the Company's balance sheet 1s an intragroup payable of £11 2m (2006 £2 5m)

16 Interest bearing loans and borrowings
Group Company
31 December 31 December 31 December 31 December
2007 2006 2007 2006
£000 £000 £000 £000
Subordinated loan (3,000) {3,000) - -
Total (3,000) (3,000) - -

The subordinated loan 1s repayable on 17 February 2011 at £3m and bears an interest rate of 6 4% payable

quarterly
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17 Provisions

Group

Provisions at 1 January 2007
Utihsed/reversed dunng the penod
Charged durnng the penod

As at 31 December 2007

Company

Provisions at 1 January 2007
Utihsed/reversed dunng the period
Charged during the pericd

As at 31 December 2007

Reorganisation & Legal Action Other Total
Reconstruction
£000 £000 £000 £'000
{154} (362) (250) {766)
154 362 - 516
- - (238) (238)
- . {488) (488)
Reorganisation & Total
Reconstruction
£000 £000
(154) (154)
154 154
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18 Deferred tax asset and liabilities

Group

Assets Liabilities Net

£900 £000 £000

Balance as at 1 January 2007 - - -
Share based payments 3,323 - 3,323
Current year US losses 905 - 905
Plant and equipment 280 - 280
Fair value reserve 33 (28) 5
Goodwill - (317) (317)
Balance as at 31 December 2007 4,541 (345) 4,196

A deferred tax asset of £4 5m has been established to reflect the tax benefit which 1s expected to arise from the
future exercise of share options, items of plant and equipment, current year US losses and fair value movements
in available for sale investments taken directly to the fair value reserve Previously, a deferred tax asset was not
recognised on the basis that it was not considered probable that the deferred tax asset would be recovered

At 31 December 2007, the Group had a potental deferred tax asset of £6,822,773 (2006 £7,202,000) relating to
UK tax losses This asset has not been recognised in the balance sheet due to the uncertainty over the timing of

its recoverability

A deferred tax hability of £0 3m has been established to reflect the difference between the carrying value and the
tax value of goodwill generated following the acquisition of Panmure Gordon (UK) Limited 1n 2005 The £28,000
deferred tax hability reflects the tax impact of the fair value movement on available for sale investments

Company

Assets Liabtlitres Net

£'000 £000 £000

Balance as at * January 2007 - - -
Share based payments 1,749 - 1,749
Plant and equipment 280 - 280
Far value reserve 33 (28) 5
Balance as at 31 December 2007 2,062 {28) 2,034

A deferred tax asset of £2 1m has been established to reflect the tax benefit which 1s expected to anse from the
future exercise of share options, items of plant and equipment and available for sale investments taken directly
to the fair value reserve Previously, a deferred tax asset was not recognised on the basis that it was not
considered probable that the deferred tax asset would be recovered

The deferred tax liability reflects the tax impact of the fair value movement on available for sale investments
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19 Financial instruments and risk profile

The Group and Company's financial instruments comprise cash and cash equivalents, trading positions,
available for sale investments, trade receivables and payables ansing from operations and suborcdinated debt
The Group and Company have recognised the following nisks ansing from these financial instruments

Market risk
Credit nisk
Liquidity risk
Operational nsk

The Group and Company do not trade in financial instruments other than marketable secunties, which are traded
as part of market making activities

191 Market risk

Equity price risk

Market nsk 1s the nisk that changes 1n market prices such as equity prnces, interest rates and exchange rates will
affect the Group and Company's income or the value of its holdings in financial instruments The Group and
Company manages these risks within acceptable parameters, while optimising the return on nsk  Market risk I1s
monitored by means of

Single stock limits are calculated by applying an agreed set of formulas to a set of nsk metrics derived from the
average traded volume, histonical returns and market capitalisation of the specific stock The trading system
holds the market value of each trading position along with the holding value limit attributed to it An embedded
alarm within the trading system visually alerts management when the value of the individual trading positions
breaches 90% of the calculated Iimit The calculated imits are updated pericdically to reflect changes in the nsk
metrics used to calculate the imits

Segregation of the static data, input and amend functionality, within the trading system ensures that traders and
order takers have no ability to amend stock mits Amendments which reflect changes in the calculated mits
can only be made upon instruction from Risk Management Any request to amend a lmit to a value that falls
outside that of the calculated hrmit are put to the Risk Comnuttee for approval

Position reporting — the largest held for trading positions are reported to, and reviewed by, management on a
daly basis and to the Risk Committee every two weeks The Risk Committee establishes an acceptable level of
maximum net long position based on current market conditions

A proprietary valuation model 1s used to gauge potential future losses to individual secunties within the trading
portfollc The model looks at historic average 10 day returns, derved from the histonical daily closing prices for
each investment held within the trading book The average returns are then compared to the current 10 day
return The model calculates an approximate valuation of potential future losses based on the positions’ current
value and the dewviation of the current return from the historical average return The resultant valuation figure 1s
made avallable to management as an indicative valuation of the market nsk exposure attributable to
uncharactenstic penod returns for secunties held within the bock Management then makes the decision as to
whether any action should be taken in respect of positions whose current period return differs significantly from
the average histoncal period return There are reviews of intraday investment values and intraday revenue by
the Chief Executive, Chief Financial Officer and Chief Operating Officer

Available for sale investments are those investments which are not held for short term trading All investments
are held at fair value and reported to the Board on a monthly basis The Board reviews the suitability of all
available for sale investments considering current market conditions and instructs as necessary to the Chief
Executive, Chief Financial Officer and Chief Operating Officer

Equity sensitivity analysis

Group

A 10% increase or decrease In the underlying share price of held for trading investment assets / habilities and
available for sale investments, of the Group, at the reporting date would have increased / decreased equity by
£635,100 (2006 £545,900) and would have impacted the income statement by £479,100 (2006 £312,700)
Company

A 10% increase or decrease in the underlying share price of held for trading investment assets / habilities and
avaitable for sale investments, of the Company, at the reporting date would have increased / decreased equity
by £633,800 (2006 £545,900) and would have made no impact to the income statement (2006 £nil)
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Interest rate risk

Financial income anses pnmarnly from cash and cash equivalents and will fluctuate depending on cash
movements and market interest rate movements All cash and cash equivalents mature within three months
Financial iIncome in the penod Is disclosed in note &

The subordinated loan of £3m 1s repayable on 17 February 2011 and bears a fixed interest rate of 8 4%, payable
quarterly Financial income and expense I1s recognised using the effective interest rate method

Sensitivity analysis on interest rate risk

A change of 100 basis points In interest rates at the reporting date would have Increased (decreased) the
income statement, net of income tax, by the amounts shown below This analysis assumes that all other
variables, Iin particular foreign currency rates, remain constant

Profit or loss

100bp 100bp
Increase decrease
£000 £'000

31 December 2007
Subordinated loan - -
Cash and cash equivalent 270 (272)
Cash flow sensitivity (net) 270 (272)
31 December 2006
Subordinated loan - -
Cash and cash equivalent 248 (248)
Cash flow sensitivity (net) 248 {(248)

Sensitivity analysis on currency risk
A 10% strengthening of GBP against USD at 31 December 2007 would have decreased equity by £2,515,745

(2006 £9,726), assuming that all other vanables, in particular interest rates, remain constant The following
table shows the Group's exposure to foreign currency risk at the balance sheet date

Page 62 of 76




Exposure to currency risk

The Group's exposure to foreign currency nsk was as follows (all figures in GBP '000)

Assets

Intangibles

Plant and equipment
Available for sale investments
Deferred tax asset

Total non-current assets

Investment secunties held for trading
Trade and other receivables
Cash and cash equivalents

Total current assets
Current habilities

Bank overdraft

Trade and other payables
Tax and social secunty
Corporation tax labiibes
Provisions and other payables
Held for trading habilities

Total current habilities
Net current assets

Interest bearing loans and borrowtngs
Provisions
Deferred tax liability

Total non-current liabihties

Net assets

Equity

Issued share capital

Shares to be issued (inc share premumy}
Share premium account

Merger reserve

Special reserve

Fair value reserve

Other reserve

Foreign currency translation reserve
Treasury shares

Retained earnings

Total equity

As at 31 December 2007

As at 31 December 20086

GBP usp Other Total GBP uso Other Total
£'000 £'000 £000 £000 £000 £000  £000 £'000
13,201 26,855 - 40,056 13,201 - - 13,201
1,627 1,661 - 3,288 1,628 - - 1,628
6,338 13 - 6,351 3,636 - 1,823 5,459
3636 905 - 4,541 - - - -
24,802 29,434 - 54,236 18,465 - 1,823 20,288
5,322 155 - 5,477 7.763 - - 7,763
28,496 4,899 6,335 39,730 28,124 1,721 185 30,030
30,285 4,228 380 34,893 43,578 - 204 43,782
64,103 9,282 6.715 80,100 79,465 1,724 389 81,575
- (459) - (459) (24) (795) - (819)
{21,876) (2,680) (6,111) (30,778) (18.724) (819) (137y  (18,680)
(470) - - (470) (461) - - (461)
(774) - - (774) (1,404) - - (1,404}
{(11,839) (7,891) - (19,730) (15,409) - - {15,409)
(686) - - (686) (4,636) - - (4,636)
{35,745) (11,039) 6,111} (52,895) (40,658)  (1.614) (137)  (42,409)
28,358 (1,757) 604 27,205 38,807 107 252 39,166
(3.000) - - {3,000) (3,000) - - (3,000)
(488) . - (488) (766) - - {766)
{345) - - (345) - - - -
{3,833) - - (3,833) (3,766) - - {3,766)
49,327 27,677 604 77,608 53,506 107 2,075 55,688
2,831 - - 2,83 2,530 - - 2,530
3,147 - - 3,147 - - - -
12,676 - - 12,676 12,595 - - 12,595
32,818 - - 32,818 21,810 - - 21,810
9,595 - - 9,595 8,595 - - 9,595
(12) - - {12) - - - .
{6386) . - (636) (712) - - (712)
(356) . - {356) . - - .
(4,972) . - {4,972) (2,810) - - (2,810)
22,517 - - 22,517 12,680 - - 12,680
77,608 . - 77,608 55,688 - - 55,688
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192 Credit nisk

Credit risk represents the possibility that the Group wiil suffer a financial loss resulting from a counterparty failing
to meet its contractual obligations This risk anses prnincipally from the Group's market and trading receivables
Credit nsk 1s managed in a number of ways, namely

. new client account opening procedures which include approval of all chents by the Chief Executive,
Chief Operating Officer and Compliance

. the general policy of dealing only with counterparties authorised by the FSA (or equivalent overseas
regulators) or listed on a recognised investment exchange

Credit imits are not established for each counterparty Given that all trades are seftled on a delivery versus
payment basis and the vast majonty of counterparties are financial institutions, the nsk of non-settlement of
trades 1s not considered to be high enough to warrant the establishment and monttoning of individuat credit imits
The nsk to the Group of non-settlement 15 based on the stock price movement between trade date and
settlement date and 1s monitored daily

There 1s a rnisk of non-payment of retainers by corporate chients, again this 1s considered a low nsk as the
amounts involved are relatively small and overdue amounts are actively pursued

All new corporate clients are reviewed at the New Business Committee and then subjected to a ngorous due
diigence test Upon an equity transaction where new funds are raised, the Group’s fees are held back from the
client to eiminate any possible credit nisk that may occur

Stock borrow

The Group’s stock borrow reflects collateral placed against the value of stock borrowed The cash 1s placed with
one bank that has an investment grade credit rating The balance at the reporting date was £764,000 (2006
£4,602,000)

Other receivables

The Group actively monitors other receivables, and where there 1s evidence of impairment, management
estimates the recoverable amount Imparment losses are recognised in the income statement No collateral i1s
taken against other receivables

Exposure to credit nisk
The carrying value of financial assets represents the maximum credit exposure The maximum exposure to
credit risk at the reporting date was

Group Company
2007 2006 2007 2006
£000 £000 £000 £000
Trade receivables 2,449 1,015 103 46
Stock borrow 764 4602 - -
Market receivables 352 857 - -
Other receivables 5,117 894 3,714 1,211
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The ageing of trade recevables at the reporting date was

Group
Carrying amount
31 December 2007 31 December 2006
£000 £000
Not past due 2,314 498
Past due 31-60 days 159 530
Past due 61-90 days 502 -
Past due 91-120 days 88 14
Past due 121+ days 141 204
Provisions {755} (231)
Total 2,449 1,015

The Company's trade receivables amounted to £103,418 (2006 £46,149) which was not past due

193 Liguidity risk

Liguidity nisk 1s the risk that the Group and Company 1s unable to raise sufficient funding to enable it to meet its
obligations without incurnng a large cost, If at all

The Group and Company's policy with regard to quidity nsk 1s to manage funding liquidhty nsk, with a full
analysis of cash-flows, and constant monitoring of the Group and Company's balance sheet structure, borrowing
hmit, buffer assets, and cost of maintaining hquidity, in order to ensure the diversity and availability of funding
sources Contingency plans are established in preparation for funding iquidity nsk scenarios such as widespread
credit uncertainty In the market, or the occurrence of war, civil unrest, accidents, natural disasters, or other
incidents

The Group and Company manages its funding liguidity nsk through the fellowing toals

« monitoring of cash positions on a daily basis,
e control over ensuring timely settlement by trade debtors, and
s control over timely settlement of market debtors and creditors

Liguidity nisk 1s controlled by a process that 1s designed to ensure that cumulative financing requirements are
considered for the next one year A key operating requirement of the finance function 1s to ensure that the
Group's long term assets and one year's annual operating expenses are covered by long term equity and
existing credit lines

The Group holds its cash and cash equivalents with a number of highly rated financial institutions and money
funds All cash and cash equivalents are short term highly hquid investments that are readily convertible to
known amounts of cash without penalty

The contractual matunty of the Group's financial habilihies are all within one to six months except for

« the subordinated loan, where the contractual matunty 1s 17 February 2011 This 1s consistent with the
prior year, and

s provisions, where there 1s no contractual iability but are expected to be settled within two years of the
balance sheet date (2006 three years)

The contractual maturity of the Company’s financial habilittes are all within one to six menths In 2008, the

Company had provisions which were expected to be settled in more than one year from the balance sheet date
However, these were settled in the current year
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19.4 Operational nisk

Operational nisk 1s the nsk of loss resulting from inadequate or falled internal processes, people and systems, or
from external causes, whether deliberate, accidental or natural Operational nsk 1s not just imited to the
processes relating to the Group’s business activities but 1s inherent in all of the Group’s activities by virtue of the
fact that the Group 15 a business — because 1t 1s an employer and it occupies (and is responsible for) property
along with Its contents including (but not imited to) assets and information not only belonging to the Group but to
our chents

An established Operational Risk Committee (comprised of semor management from all operational business
areas) meets regularly not only to discuss current 1ssues but to look to pre-empt future risks that anse as the
Group grows The Committee 15 also responsible for updating and reviewing the nsk framework 1n which all
concewved nsk events, ranging from everyday reconciliation problems to potentially severe events such as fraud,
are recorded and scored depending on their likely frequency of occurrence and potential impact on the Group
Also contained within the nisk framewocrk are details of mitigation strategies and controls in place around each of
the risks recorded as the Group recognises that not all nsks can be eliminated (errors and accidents will always
occur) and 1s aware than even where rnisk can be ehiminated 1t 1s not always cost effective to do so Where risks
are Judged to be severe, the Group concentrates pnimarily on putting stnngent controls and mitigation strategtes
In place to reduce the likelihood of occurrence and impact magmtude of the nsk event to a minimum Severe
events include both those that are reasonably foreseeable and those that, while not predictable, are thought to
be reasonably possible For lower impact nsks the Group concentrates on management and monitoring

Capital management

The Group and Company’s policy on capital management 1s to maintain a strong capital base so as to retain
investor, creditor and market confidence and to sustain future development of the business The Group and
Company has adopted the Caprtal Requirement Directive (CRD) which requires the dally monitoring of the
excess of the Capital Resources over the Capital Resources Requirement The Group and Company's capital
report 1s reviewed by the Board on a monthly basis

The Group's capital resources consist of three tiers

* Tier One —  equity capital,
= Tier Two —  subordinated debt with more than five years to maturity, and
» Tier Three — unaudited profit and loss figure

The Group manages its risk profile and its capital resources with the objective of maintaining a regulatory ratio
comfortably in excess of the Capital Resources Requirement for all its regulated subsidiaries Based on
submissions to the respective regulators of the Group's subsidianes, this objective was achieved at all times
throughout the financial year The management of the Group's capital 1s carried out under the principle that it
should not unexpectedly need to raise new capital or significantly reduce its sk taking in order to meet its capital
management objectives

Panmure Gordon (UK) Limited and Panmure Gordon (Broking) Limited are authonsed and regulated by the
Financial Services Authority

ThinkEquity 1s a member of the Financial Industry Regulatory Authonity (FINRA) and the Secunties investor
Protection Corporation and 1s an SEC registered broker-dealer and investment adviser

Treasury shares

From time to time the Group and Company may purchase its own shares, referred to as Treasury Shares In
these financial statements, the timing of each purchase 15 governed by prevailing market prices The Beard
approves an overall purchase policy, each individual purchase 1s transacted by management and then reported
to the Board
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20 Fair value

The carrying value of financial assets and liabilities of the Group and Company approximate its fair value except
for the Group's subordinated loan of £3 0m (2006 £3 Om) which has a farr value of £2 8m (2008 2 9m)
21 Other financial commitments

At 31 December, the Group and Company were committed to making the following payments under non-
cancellable operating leases

Group Company

2007 2006 2007 2006

£000 £000 £'000 £000
Land & buillding annual commitments which expire
Within 1 year 52 - - -
Within 1 to 2 years 546 - - -
Within 2 to 5 years 416 209 209 209
Over 5 years 1,519 564 717 564
Total 2,533 773 926 773

22 Share capital

The Company 1ssued 7,192,241 ordinary shares (at a nominal value of 4p per share) on 30 March 2007 and
195,680 ordinary shares on 2 November 2007 in consideration for the acquisition of ThinkEquity A further
1,379,705 ordinary shares are still to be 1ssued, which were held back to compensate for contingencies, and are
reflected within the shares to be 1ssued hne on the balance sheet Durning the year to 31 December 2007,
141,697 shares were allotted to satisfy the exercise of options

The Company has continued its programme to purchase its own shares into treasury at times when the shares
were perceived by the Beard to be under-valued As at 31 December 2007, the number of shares In Issue was
70,779,816 (2006 63,250,198), of which 3,210,203 were held in treasury (2006 1,856,471) The fully diluted
share capital was 75,969,086 (2006 65 412,749)

The ‘other reserve’ section of the balance sheet reflects the nominal value of share capital owned by the

Panmure Gordon & Co plc No 2 Employee Benefit Trust At the balance sheet date the Trust held 15,389,961
shares (2006 17,788,374 shares)
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23 Reserves

Group Ordinary Shares to Share Merger Special Falr Value Other Foreign Treasury Profit &

Shares beissued Premum Reserve Reserve Reserve Reserve Currency Shares Loss

£'000 £'000 £'000 £000 E'000 £000 £'000 £'900 £'000 Acci?g;;
At 1 January 2007 2,530 - 12,595 21,810 9,595 - (712) - (2.810) 12,680
Shares issued re exercise of options 5 - 81 - - - - - - -
Repayment of loan by EBT - - - - - - 76 - - .
Shares 1ssued re ThinkEguity 296 3,147 - 11,008 - - - - - -
Fair value reserve - - - - - (12) - - - -
Foretgn currency transtation reserve - - - - - - - (356) - -
Treasury shares - - - - - - - - (2,162) -
Profit for the year - - - - - - - - - 5,690
Dividends (intenm) - - - - - - - - - (761)
IFRS 2 share based payment charges - - - - - - - - - 4,908
At 31 December 2007 2,831 3,147 12,676 32,818 9,595 {12) {636) {356} (4,972) 22,517

Company Ordinary  Shares to Share Merger Special Farr Value Other Foreign Treasury Profit &

Shares beissued Premum Reserve Reserve Reserve Reserve Currency Shares Loss

£000 £:000 £000 £'000 £000 £'000 £'000 £000 £'000 ACE?;;;
At 1 January 2007 2,530 - 12,585 1,715 9,595 - (712) - (2,810) 12,445
Shares 1ssued re exercise of options 5 - 81 - - - - - - -
Repayment of loan by EBT - - - - - - 76 - - -
Shares 1ssued re ThinkEquity 296 3,147 - 11,008 - - - - - -
Farr value reserve - - - - - (12) - - - -
Foreign currency translation reserve - - - - - - - - - -
Treasury shares - - - - - - - - {2,162) -
Profit for the year - - - - - - - - - 4793
Dividends (intermy) - - - - - - - - - (761)
IFRS 2 share based payment charges - - - - - - - - - 4,908
At 31 December 2007 2,831 3,147 12,676 12,723 9,595 (12) {636) - (4,972) 21,285

Shares to be issued

This component of equity reflects the market value of shares at the time of acquisition of ThinkEquity which are

still unissued at the balance sheet date See note 3 for full disclosure

Merger reserve

The Increase in the merger reserve over the period reflects the difference between the market value of shares
Issued to purchase ThinkEquity and their nominal value Disclosure 1s given in note 3

Special reserve

Following the resclution passed at the Extracrdinary General Meeting on 22 April 2005, a Court Order dated 12
October 2005 confirmed that the share premium account and deferred share capital were cancelled and
extinguished After eliminating the brought forward deficit on the Company’s income statement, the surplus
standing to the credit of the share premium account and deferred share capital, amounting to £9,595,000, has
been transferred to a special reserve This reserve is to be treated as undistributable until such ttme as any
debts or claims against the Company existing at 12 October 2005 have been paid off

Fair value reserve

The fair value reserve reflects unrealised gains and losses on available for sale investments being the difference
between acquisition cost and farr value at the balance sheet date The reserve 1s presented net of deferred tax,
which 15 disclosed in note 18
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Other reserve

The other reserve represents the nominal value of share capital owned by the Panmure Gordon & Co plc No 2
Employee Benefit Trust Since this Trust is consolidated within the Group and Company accounts, the nominal
value of the share capital 1s deducted from reserves

Foreign currency translation reserve

Foreign exchange differences ansing on the retranslation of assets and liabiities of foreign operations are
recognised directly in this component of equity When a foreign operation 1s disposed of, the relevant amount in
the foreign currency translation reserve 1s transferred to the income statement

24 Dividends

Year ended 31 Year ended 31
December 2007 December 2006
£000 £'000
Amounts recognised as distnbutions to equity holders in the pericd
Intenm dividend for the year ended 31 December 2007
of 1 5p per share (2006 nil) 761 -
Total 761 -

The Board has declared a final dividend of 1 5p per share {2006 nil) subject to approval by shareholders at the
Annual General Meeting and has not been included as a liability in the financial statements

Under an arrangement dated 22 Apnl 2005, Praxis Trustees Limited, as Trustee of the Panmure Gordon & Co
plc No 2 Employee Benefit Trust, which at 31 December 2007 held 15,389,961 ordinary shares representing
22 78% of the Company’s called up share capital, has agreed to waive all dividends due on the shares held

25 Transitional disclosures from UK GAAP to adopted IFRSs

Group

The Group reported under UK GAAP In its previously published financial statements for the year ended 31
December 2006 The tables below show reconciiations of equity, net assets and profit as reported under UK
GAAP as at 31 December 2006 to the revised equity, net assets and profit under adopted IFRSs as reported in
this report

Page 69 of 76



Reconcihliation showing the effect of transition to adopted IFRSs on the consolidated balance

sheet

£000

Assets
Intangibles

Plant and equipment
Available for sale investments
Deferred tax asset

Total non-current assets

Current assets

Securnties held for trading
Trade and other receivables
Cash and cash equivalents
Total current assets

Current lathlities

Bank overdraft

Trade and other payables
Current tax habihties
Provisions and other payables
Held for trading habilities
Total current hiabilities

Net current assets

Interest beanng loans and
borrowings
Provisions

Total non-current liabilities
Net assets

Equities

Issued share capital
Share premium account
Merger reserve

Special reserve

Other reserve

Treasury shares
Retained earnings

Total equity

Previous Effect of Adopted Previous Effect of Adopted
GAAP transition IFRSs GAAP transition IFRSs
to IFRSs to IFRSs
01/01/2006 31/12/2006
13,201 - 13,201 12,751 450 13,201
1,702 - 1,702 1,628 - 1,628
- - - 5,459 - 5,459
14,903 - 14,903 19,838 450 20,288
8,114 - 8,114 7.763 - 7,763
42,759 - 42,759 30,030 - 30,030
21,070 - 21,070 43,782 - 43,782
71,943 - 71,943 81,575 - 81,575
. - - (819) - (819}
(30,657) - (30,657) (19,680) - {19,680)
(581) - (581) {1,404) - (1,404)
(12,255) - {12,255) (15,870) - {15,870)
(4,572) - (4,572) (4,636) - (4,636)
(48,065) - (48,065) (42,409) - (42,409)
23,878 - 23,878 39,166 - 39,166
(3,000) - (3,000) {3,000) - (3,000)
(1,189) - {1,189} (766) - (766)
(4,189) - {4,189) {3,766) - (3,766)
34,592 - 34,592 55,238 450 55,688
2,260 - 2,260 2,530 - 2,530
19 - 19 12,595 - 12,595
21,810 - 21,810 21,810 - 21,810
8,595 - 9,595 9,695 - 9,595
(741) - (741) (712) - (712)
- - - (2,810) - {2,810)
1,649 - 1,649 12,230 450 12,680
34,592 - 34,592 55,238 450 55,688
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Duning 2005, prior to the date of transition to adopted {FRSs, the Group purchased Panmure Gordon (UK)
Limited This purchase generated £13,201,000 of goodwill which was amortised in 2006 by £450,000 under the
Group's UK GAAP accounting policy As per adopted IFRSs, goodwill acquired in a business combination
should not be amortised Instead, goodwill should be tested annually for impairment

Reconciliation showing the effect of transition to adopted IFRSs on the consolidated income
statement

) Previous Effect of Adopted
£000 GAAP transition to IFRSs
IFRSs

12 months to 31/12/2006

Commussion and trading income 20,494 - 20,494
Commussion and trading expense {1,737) - (1,737)
Net commission and trading income 18,757 - 18,757
Fee income 23,284 - 23,284
Other operating income 471 - 471
Net commussion and fee income 42,512 - 42512
Administrative expenses before share based payments (30,849) . (30,849}
Operating profit before share based payments 11,663 - 11,663
Goodwill amortisation (450) 450 -

Share based payments ansing as a result of the
acquisition of Panmure Gordon (UK) Limited

(6,908) - (6,908)
Other share based payments (214) - (214)
Operating profit 4,091 450 4,541
Financial income 1,554 - 1,554
Financial expenses {218) - (218)
Profit before tax 5,427 450 5,877
Income tax expense (1,849) - {1.849)
Profit for the penod 3,578 450 4,028
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ReconcHiation showing the effect of transition to adopted IFRSs on the Company balance
sheet

The Company reported under UK GAAP In its previously published financial statements for the year ended 31
December 2006 Under UK GAAP the Company did not account for share based payments to employees of
subsidiaries On adoption of IFRSs the Company was required to account for share based payments made to
employees of subsidiaries as an investment in subsidiary undertakings Furthermore, the Group’s EBTs were
considered to be subsidianies of the Company As a consequence, the ‘other reserve’ line on the Company
balance sheet reflects the nominal value of shares issued into the EBT which was previously accounted for
under UK GAAP as a recevable

The table below shows reconciliations of equity and net assets as reported under UK GAAP as at 31 December
2006 to the revised equity and net assets under adopted IFRSs as reported in this report

£'060 Previocus Effect of Adopted Previous Effect of Adopted
GAAP transition IFRSs GAAP transition IFRSs
to IFRSs to IFRSs
01/01/2006 31/12/2006

Assets

Plant and equipment 1,702 - 1,702 1,628 - 1,628
Investment in subsidiaries 12,024 3,672 15,596 12,024 8,083 20,107
Avallable for sale investments - - - 5,459 - 5,459
Total non-current assets 13,726 3,572 17,298 19,111 8,083 27,194

Current assets

Trade and other receivables 2,873 (741) 2,132 2,571 (712) 1,859
Cash and cash equivalents 1,531 - 1,531 12,239 - 12,239
Total current assets 4,404 (741) 3,663 14,810 {712) 14,098

Current liabilities

Trade and other payables {173) - (173) {87) - (87)
Current tax habiliies {185) - {185) - - -
Provisions and other payables (4,806) - (4,906) (5,693) - {5,693)
Total current habilities (5,264) - (5,264) (5,780) - (5,780}
Net current assets (860) {741) {1,601) 9,030 (712) 8,318
Provisions (370) - {370) (154) - (154)
Net assets 12,496 2,831 15,327 27,987 7,371 35,358
Equities

Issued share capital 2,260 - 2,260 2,530 - 2,530
Share premium account 19 - 19 12,585 - 12,595
Merger reserve 1,715 - 1,715 1,715 - 1,715
Special reserve 9,595 - 9,695 9,595 - 9,595
Other reserve - (741) (741) - (712) (712)
Treasury shares - - - {2,810) - (2,810)
Retained earnings {1,093) 3,572 2,479 4,362 8,083 12,445
Total equity 12,496 2,831 15,327 27,987 7,371 35,358
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26 Reconciliation of movements in total equity

Group Year ended Year ended
31 December 31 December

2007 2006

£'000 £000

Profit for the penod after taxation 5,690 4,028
Farr value reserve (12) -
Foreign currency transiation reserve {356) -
iFRS 2 share based payments 4,908 7,123
Shares 1ssued re exercise of options 382 2,096
Other shares issued 11,008 10,750
Shares to be 1ssued 3,147 -
Redemption of warrants - {120)
Reduction In shares held by EBT 76 29
Treasury shares {2,162) (2,810)
Intenm dividend paid {761) -
Opening total equity 55,688 34,592
Closing total equity 77,608 55,688
Company Year ended Year ended
31 December 31 December

2007 2006

£'000 £000

Profit for the period 4,793 2,964
Fair value reserve {12) -
IFRS 2 share based payments 4,908 7,123
Shares 1ssued 11,390 12,726
Shares to be 1ssued 3,147 -
Reduction in shares held by EBT 76 29
Treasury shares (2,162) (2,810)
Intennm dividend paid (761) -
Opening total equity 35,358 15,326
Closing total equity 56,737 35,358
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27 Analysis of changes in net funds

Group
31 December 31 December
2006 Cash flow 2007
£000 £000 £000
Cash and cash equivalents 43,782 (8,889) 34,893
Bank overdraft (819) 360 {459)
Cash and cash equivalents as per cash flow statement 42,963 (8,529) 34,434
Subordinated loans (3,000) - {3,000)
Net funds 39,963 {(8,529) 31,434
Company
31 December 31 December
2006 Cash flow 2007
£000 £000 £000
Cash and cash equivalents 12,239 (12,086) 153
Bank overdraft - - -
Cash and cash equivalents as per cash flow statement 12,239 {(12,086) 153

28 Accounting estimates and judgements

The preparation of financial statements in conformity with adopted {FRSs requires management to make
judgements, estimates and assumptions that affect the application of accounting policies and the reported
amounts of assets and llabilities at the date of the financial statements and the reported amounts of iIncome and
expenses during the reporting period

Although these estimates are based on management’s best knowledge of the amount, actual results ultimately
may differ from those estimates The areas involving a higher degree of judgement or complexity, or areas
where assumptions and estimates are significant to the financial statements are disclosed below

Intangibles

All recoverable amounts were measured based on value in use The key assumptions and approach to
determine value In use calculations are solely estimates for the purpose of assessing imparment on acquired
goodwill  The calculation uses cash flow projections based on budgets and farecasts approved by management
covering three years

Intangibles following the acquisifton of Panmure Gordon (UK) Limited

Based on management's caiculations used to value goodwill resulting from the purchase of Panmure Gordon
(UK) Limited 1n 2005, a drop of 10% in cash flow estimates would not have resulted in any goodwill impairment
If the discount rate used 1s increased by 2%, from 17% to 19%, again this would not result in any goodwill
impairment

Intangibles following the acquisifton of ThinkEqutty

Based on management’s calculations used to value goodwill resulting from the purchase of ThinkEquity 1in 2007,
a drop of 10% n cash flow estimates would not have resulted in any goodwill impairment Again, if the discount
rate used Is Increased by 2%, from 22 34% to 24 34%, this would not result In any goodwill impairment
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Provisions

The Group/Company recelves legal claims against it in the normal course of business Management has made
judgements as to the likellhood of any claim succeeding in making provisions The time of concluding legal
clams 1s uncertain, as 1s the amount of possible outflow of economic benefits Timing and cost ullimately
depends on the due process In respective legal junsdictions

Share based payments

The Group has adopted the provisions of IFRS 2 as regards share based payment charges These provisions
require a calculation of the fair value at the date of grant of share optiens granted to Directors and employees
This fair value 1s then charged to the income statement over the vesting penod of the options, and 15 based on
an expected number of employees leaving before their options vest

Currently the expected lapse rate 1s estmated at 15% per annum If this amount increased to 20% the Group's
IFRS 2 charge for the year to 31 December 2007 would have decreased by £263,303 (Company £53,501)

If the lapse rate dropped to 10% the Group's IFRS 2 charge for the year to 31 December 2007 would have
increased by £272 146 (Company £53,939)

For options granted during the year to 31 December 2007 management has used histoncal volatiity of 40% I[f
this decreased to 30% then the IFRS 2 charge for the year to 31 December 2007 would have decreased by
£11,789 (Company £nil)

If ustonical volatility of 50% was used then the IFRS 2 charge for the year to 31 December 2007 would have
increased by £11,365 (Company £nil)

Deferred tax

Deferred tax 1s calculated on a basis of a taxable benefit ansing for the firm based on an estimated number of
share options being exercised, brought forward taxable losses, plant and equipment tax cost versus accounting
cost and movement on available for sale investments which have been taken directly to fair value reserve The
assessment of the recoverabiity of deferred tax assets 15 based mainly on the premise that the Group will
generate sufficient profits in the future to realise the deferred tax assets This Is reviewed at each reporting date

29 Related party transactions

During the year the Group and Company reported the following related party transactions

Intragroup transactions

Transactions between Group entities have been eliminated on consolidation and, as per the provisions of |1AS 24,
are not disclosed In this note The Company's intragroup balances are reflected within trade and other
receivables/payables respectively The nominal value of shares held by the EBT is reflected within the ‘other
reserve’ line on the Group and Company balance sheets At the balance sheet date the Company had lent £8 Om
to ThinkEquity, the interest on which 1s charged at an arm’s length rate

Transactions with key management personnel

The compensation paid to the Group and Company’s Directors 1s disclosed in the Director's remuneration report
In addition the total compensation paid to the Group and Company's key management personnel I1s disclosed in
the table below

Group Company

£000 £000

Short term employee benefits 1,885 1,211
Post employment benefits 46 40
Other long term benefits 1 1
Total 1,932 1,252

Significant shareholders
The Group and Company has disclosed all significant shareholders within the Report of the Directors  The Group
does not have any transactions with significant shareholders to report
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30 General
The report was approved by the Board of Directors on 11 March 2008
This report will be sent to shareholders and will be made available to the public, upon request, at the registered

office of Panmure Gordon & Co ple, Moorgate Hall, 155 Moocrgate, London EC2M 6XB or from the Company's
website www panmure com
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