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KPMG Heoldings Limuted
Drrectors’ report and financial statements
30 September 2011

Directors’ report

The directors present their annual report and the audited financial statements of the company for the year ended 30 September
2011

Business review
Nature of the business

The company acts as a holding and co-ordinating company for a number of compantes associated with KPMG LLP which, as
explained in note 15 to these financial statements, 15 the company’s iminediate controlling party Dunng the year ended 30
September 2010, the company was appointed a corporate member of KPMG LLP

The principal investments of the company at 3¢ September 2011 are set out n note 7
Strategy

The company’s strategy reflects that of KPMG Europe LLP (ELLP), 1ts ulumate controlling party at 30 September 2011 (see
note 15) The purpose of the ELLP group (the group) 1s to turn knowledge 1nto value for the benefit of its clients, 11s people and
the capital markets The group’s business plan for the year ended 30 September 2011 continued to focus on people, chent
relationships, quality and reputation, and profitable growth Performance of the group 1s monitored regularly throughout the year
using a range of key performance indicators (KPIs)

The company acts as a holding company within the group and 1s engaged solely with the transactions associated with this
activity There were therefore no specific KPI's relating solely to the performance of the company

Performance and development during the year

The company generated a profit for the year ended 30 September 2011 A profit share of £2,000,000 was received 1n the year
ended 30 September 2011 from KPMG LLP, 1n which the company 1s a corporate member (2010 £ml) Dividends of £320,000
were recerved from associated comparues duning the year (2010 £ml)

Financial position at the end of the year

The financial posinon of the company remains satisfactory, with net equity of £5,399,000 at 30 September 2011 (2010
£3,600,000)

The company’s receivables and payables are mainly with other group undertakings The significant increase 1n gross assets and
habilities 1s due to the acquisiion of EquaTerra Europe Limuted (see note 7), acquisition of Xantus Limated (see note 16) and
transactions with other group undertakings

Treasury pohcies

The company’s treasury policies focus on ensuring that there are suffictent funds to finance the business Full details of the
impact for the company of these treasury policies and management of the associated nisks are given 1n note 14 to the financial
statements

Relationships and resources
Relationsiups with the commumty

All community support work of the group 1n the UK 15 channelled through KPMG LLP  Simularly, environmental matters in the
UK are managed through KPMG LLP The company made no political or charitable contnbutions 1n either the current or prior
years

Going concern

The financial position of the company and liquidity position are discussed above The company has access to the group’s bank
facihties After making enquines, the Board has reascnable expectation that the company has adequate resources to continue 1
operational existence for the foreseeable future Accordingly, the Board continues to adopt the going concern basis in preparing
these financial statements
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Directors’ report continued
Ihrectors and directors’ interests
The directors who held office during the year were as follows

JG Gnffith-Jones

R Bennison

AH Anderson Resigned 10 June 2011
P Long Appointed 10 June 2011
AG Cates Appointed 10 June 2011

The company 1s a wholly owned subsidiary of KPMG LLP (see note 15) The company’s ultimate controlling party 1s ELLP
The directors 1n office at the end of the financial year therefore had no direct interest 1n the shares of the company or any other
members of the KPMG Holdings group but, by virtue of thetr position as members of ELLP, had an indirect interest 1n the entire
share capital of the company

The company secretary was NK Challis until 1 May 2011 when he resigned and CG Cleaves was appointed
Dsclosure of information to auditor

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each aware, there 15
no relevant audit information of which the company’s auditors are unaware, and each director has taken all the steps that he
ought to have taken as a director to make himself aware of any relevant audit information and to establish that the company’s
auditors are aware of that informauon

Auditor

In accordance with Section 487 of the Compantes Act 2006, the auditor will be deemed to be reappointed and Grant Thomton
UK LLP will therefore continue m office

By order of the Board
Colin Cleaves 15 Canada Square
Company Secretary London
El4 5GL
\$ Apnl 2012




KPMG Holdings Limuted
Directors’ report and financial statements
30 September 2011

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

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

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

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

In prepanng these financial statements, the directors are required to

+  select sutable accounting polictes and then apply them consistently,
¢ make judgements and estimates that are reasonable and prudent,
*  state whether they have been prepared in accordance with [FRS as adopted by the EU, and

*  prepare the financial statements on the gong concern basis unless it 1s mnappropriate to presume that the company will
continue 1n business

The directors are responsible for keeping adequate accounung records that are sufficient to show and explain the company's
transactions and disclose with reasonable accuracy at any tme the financial posion of the company and enable them to ensure
that the financial statements comply with the Companies Act 2006 They have general responsibility for taking such steps as are
reasonably open to them to safeguard the assets of the company and to prevent and detect fraud and other reguianties
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Report of the independent auditor to the members of KPMG Holdings Limited

We have audited the financial statements of KPMG Holdings Linuted for the year ended 30 September 2011, which compnise the
income statement, the statement of comprehensive income, the statement of financial position, the statement of changes 1n equity,
the statement of cash flows and related notes The financial reporting framework that has been applied 1n their preparation 1s
applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European Union

This report ts made solely to the company's members, as a body, 1n accordance with Chapter 3 of Part 16 of the Companies Act
2006 Our zudit work has been undertaken so that we nught state to the company's members those matters we are required to
state {0 them in an auditor's report and for no other purpose To the fullest extent permitted by law, we do not accept or assume
responstbility {0 anyone other than the company and the company’s members as a body, for our audit work, for this report, or for
the opintons we have formed

Respective responsibilities of the directors and auditor

As explained more fully in the statement of directors’ responsibilities on page 3, the directors are responsible for the preparation
of the financial statements and for being satisfied that they give a true and fair view Qur responsibility 15 to audit and express an
opinton on the financial statements 1n accordance with the applicable law and International Standards on Auditing (UK and
Ireland) Those standards require us to comply with the Auditing Practices Board’s (APB)’s Ethical Standard for Auditors

Scope of the audit of financial statements
A descripuon of the scope of an audit of financial statements 1s provided on the APB’s website at
www frc org uk/apb/scope/pnivate cfm

Opinion on financial statements

In our opinion the financial statements

* give a true and fair view of the stale of the company’s affairs as at 30 September 2011 and of its profit for the year then
ended,

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

*  have been prepared 1 accordance with the requirement of the Compames Act 2006

Opinion on other matters prescribed by the Companies Act 2006
In our opimion the mformation given in the directors’ report for the financial year for which the financial statements are prepared
1s cansistent with the financial statements

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

+ adequate accounting records have not been kept, or relurns adequate for our audit have not been received from branches not
visited by us, or
the financial statements are not in agreement with the accounting records and retums, or
certain disclosures of directors’ remuneration specified by law are not made, or

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

%«m/m%w

Mark Cardiff

Senior Statutory Auditor

for and on behalf of Grant Thornton UK LLP London
Statutory Audutor, Chartered Accountants 4 Apnl 2012

o GrantThornton




Income statement
Jor the year ended 30 September 2011

Revenue

Other cperating expenses
Operating profit

Financial income
Financial expense

Net financial income

Profit before taxation

Tax expense

Profit for the financial year

Statement of comprehensive income
for the yvear ended 30 September 2011

Profit for the financial year

Total comprehensive income for the year

Note

KPMG Holdings Limited
Directors’ report and financial statements

30 September 2011
2011 2010
£000 £000
2,896 331

(485) (312)
2411 19
2,411 19

(612) (5)
1,799 14

2011 2010

£000 £000
1,799 14
1,799 14
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Statement of financial position

at 30 September 2011

Note
Assets
Non-current assets
Investments 7
Non-current loans and receivables 8

Current assets
Trade and other receivables 9
Cash and cash equivalents bank balances

Total assets

Equity and liabilities

Equity

Share capital 13
Retained earmngs

Non-current liabilities
Loan payable 10

Current habilities

Shorti term bank borrowings 11
Trade and other payables 12
Corporation tax

Total hahlities

Total equity and liabilities

30 September 2011
2011 2010
£000 £000

15,159 1,301
15,584 15,446
30,743 16,747
36,504 13,489
402 -
36,906 13,489
67,649 30,236
100 100
5,299 3,500
5,399 3,600
15,584 15,446
22,400 -
24,214 11,190
52 -
46,666 11,190
62,250 26,636
67,649 30,236

The financial statements on pages 5 to 19 were approved by the board of directors on Lf- Aprnl 2012 and were

signed on uts behalf by

A

Drrector

KPMG Holdings Limmted: 03512757




Statement of changes in equity
at 30 September 2011

Balance at 1 October 2009
Total comprehensive income for the financial year
Cancellation of shares

Balance at 30 September 2010
Total comprehensive income for the financial year

Balance at 30 September 2011

KPMG Holdings Limited
Directors’ report and financial statements

30 September 201 |

Note Share Retained Total
capital earnings equity

£000 £000 £000

10,950 (7,364) 3,586

- 14 14

(10,850) 10,850 -

100 3,500 3,600

- 1,799 1,799

100 5,299 5,399




Statement of cash flows
for the period ended 30 September 2011

Cash flows from operating activities
Profit for the financial year
Adjustments for

Financial income

Financial expense

Tax expense

Operating profit before changes 1n working capital
(Increase)/decrease in trade and other receivables
Increase/(decrease) 1n trade and other payables

Cash generated from/(absorbed by) operations

Interest paid

Group relief recerved

Compensation payments received from group undertakings

Net cash generated from/(absorbed by) operating activities

Cash flows from investing activities
Profit share received

Dividend recerved

Interest received

Acquisition of investments

Disposal of investments

Net cash flows from investing activities

Cash flows from financing activities
Loans received

Net cash flows from financing activities

Net increasef{decrease) 1n cash and cash equivalents
Cash and cash equivalents at the beginming of the year

Cash and cash equivalents at the end of the year

KPMG Holdings Limited
Directors” report and financial statements

30 September 2011
Note 2011 2010
£000 £000
1,799 14
5 (2,896) {331)
5 485 312
6 612 5
(11,751) 13
13,024 (1,472)
1,273 (1,459)
(147) -
- 49
12 15
1,138 (1,395)
2,000 -
320 -
92 1
(25,548) -
- 1,362
(21,998) 1,363
22,400 -
22,400 -
402 (32)
- 32
402 -




Notes

KPMG Holdings Limuted
Directors’ report and financial statements
30 September 2011

Sforming part of the financial statements

1

Accounting policies

KPMG Holdings Limuted (the company) 1s a company mcorporated 1n the Umited Kingdom In accordance with the
exemption available 1n IAS 27, these financial statements present information about the company as a separate entity
and not about 1ts group Details of the group 1n which the results of the company are consolidated are given 1n note 15

The company’s financial statements have been prepared by the directors 1n accordance with International Financral
Reporting Standards issued by the International Accounting Standards Board (IASB) as adopted by the European
Umon (adopted IFRSs)

The accounting policies set out below have been applied consistently to all periods presented n these financial
statements A number of amendments and interpretations to published standards have been endorsed by the European
Union with effective dates such that they fall to be applied by the company Most notably for these financial
statements, the following amendments and mnterpretations to pubhished standards are reflected for the first ime

. Improvements to IFRSs (issued by the IASB 1n May 2010) vartous effective dates, some of which are for
penods beginming on or after 1 July 2010, others for periods beginning on or after 1 January 2011 The latter
have been eatly adopted in these financial statements

The company has also early adopted the following adopted IFRSs and related amendments and interpretations

. Revised [AS 24 “Related Party Disclosures’ effective for peniods beginnng on or after 1 January 2011
. Amendments to IFRS 7 Financial Instruments ‘Disclosures — Transfers of Financial Assets’ effective for
penods beginning on or after 1 July 2011

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

There are no other adopted IFRSs, amendments or 1aterpretations that are available for early adoption or that require
mandatory application

Basis of preparation

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

The preparation of financial statements 1 conforrmuty with adopted IFRSs requires management to make judgements,
estimates and assumptions that affect the applicauon of policies and reported amounts of assets and habilities, mcome
and expenses Judgements made by management 1n the application of adopted IFRSs that have a significant effect on
the financtal statements and estimates with a sigmificant risk of material adjustment in the next year are discussed n
note 2

The functional and presentatton currency of the company 1s the pound sterling The financial statements are presented
1n thousands of pounds (£000), unless otherwise specified

Foreign currency

Transactions 1n foreign currencies are recorded at the foreign exchange rate ruling at the date of the transaction
Monetary assets and habihties denomunated 1n foreign currencies at the year end are translated at the foreign exchange
rate ruling at that date or the contracted rate where applicable Foreign exchange differences arising on translation are
recognised 1n the income statement within financial iIncome or expense, as appropriate
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Notes continued
1 Accounting policies continved

Taxation

Tax on the profit or loss for the year compnses current and deferred tax  Tax 1s recognised n the income statement or
statement of comprehensive income under the relevant heading and related balances are carried as tax payable or
recervable 1n the staternent of financial position

Current tax 15 the expected tax payable on the taxable income for the year, using tax rates enacted or substanuvely
enacted af the year end, and any adjustment to tax payable 1n respect of previous years

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

A deferred tax asset 1s recogmsed only to the extent that it 1s probable that future taxable profits will be available
aganst which the asset can be utilised
Financial income and expense

Financial income and expense comprises profit share, dividends received, lean interest income and expense, bank
interest tncome and expense and foreign exchange gains and losses Interest income and expense 1s recogmsed as 1t
accrues, using the effective interest method

Non-derivative financal instruments

Non-derivative financial instruments comprise

Investments

Non-current investments are stated at cost less provision for impairment
Non-current loans and recervables

Non-current loans and receivables are wntially recognised at fair value, based upon the estimated present value of future cash
flows discounted at the market rate of interest at the year end  Subsequent to wutial recogmtion, non-current loans and
recervables are recorded at amortised cost

Trade and other receivables

Trade and other receivables are recognised at fair value, based upon discounted cash flows at prevailing interest rates or
at therr nomunal amount less impairment losses 1f due in less than 12 months  Subsequent to 1mutial recogmtion, trade
and other receivables are valued at amortised cost less impairment losses

Cash and cash equivalents

Cash and cash equivalents compnise cash balances and call deposits The cash and cash equivalents are stated at thear
normunal values as this approximates to amortised cost

Loans payable

Loans payable are umtally recogmsed at fair value, based upon the esumated preseat value of future cash flows discounted at
the market rate of mterest at the year end Subsequent to iminal recogrution, loans payable are recorded at amortised cost

Short term bank borrowings

Short term bank borrowings are recogmsed at far value, based upon nomnal amount outstanding Subsequent to minat
recognition, they are recorded at amorised cost Borrowing costs ansing on short term borrowings are expensed as incurred
within financial expense

Trade and other payables

Trade and other payables are recogmsed at faxr value, based upon the nominal amount outstanding  Subsequent to
imtial recogrution, they are recorded at amortised cost

10
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Notes continued
1 Accounting polictes continued

Impairment

The carrying amounts of the company’s assets are reviewed at ¢ach year end to deterrmine whether there 1s any indication
of impairment If any such indication exusts, the asset’s recoverable amount 1s esumated

The recoverable amount of receivables carmed at amortised cost 1s calculated as the present value of esumated future
cash flows, discounted at the onginal effecuive interest rate (being the effective interest rate computed ar mmnal
recognition of these financial assets) Recetvables with a short duration are not discounted

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

An impairrmemt loss 1s recognised whenever the carrying amount of an asset or 1ts cash-generating unut exceeds 1ts
recoverable amount Impairment lesses are recogmsed in the income statement

An impairment loss 1n respect of a financial asset carrred at amortised cost s reversed 1f the subsequent increase 1n
recoverable amount can be related cbjecuvely to an event occurning after the impairment loss was recogmsed In
respect of other assets, an impairment loss 15 reversed when there 1s an indication that the imparrment loss may no
longer exist and there has been a change 1n the estimates used to determune the recoverable amount

An impairrment 10ss 1s reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount
that would have been determined, net of depreciauon or amortisation, 1f no impairment loss had been recognised

2 Accounting estimates and judgements

The directors of the company do not consider there to be any cntical accounting judgements 1n applying the company’s
accounting policies However, the following 1s considered a key source of estimation uncertainty
Carrying value of imvestments

In considenng the carrying value of investments, the company considers the estimated future profitability of its
subsidianies A different assessment of the future profitability may result 1n a different value being determined for
mvestments

3 Other operating expenses

Amounts paid 1o the auditors 1 respect of the audit of these financial statements totalling £5,000 {2010 £5,000) were
borne by KPMG LLP The auditors provided no non-audt services duning either year

4 Personnel numbers and costs

The company employed no staff during the pennod Management services are carned out on behalf of the company by
fellow group undertakings, no charges are levied for these services No remuneration was paid to the directors for their
services to the company

il



Notes continued

5

Financial income and expense

Recogmsed in profit or loss-

Profit share received

Dividend received

Loan interest mcome (see note 8)
Exchange gains

Bank interest income

Financial income

Loan interest expense (see note 10)
Bank 1nterest expense
Exchange losses

Financial expense

Tax expense

Analysis of tax charge 1n the year

Current year

UK corporation tax on profits of the year of 27% (2010 28%)

Group rehef payable
Compensation payments recervable

UK corporation tax adjustments 1n respect of prior year
Compensation payments/group relief adjustments in respect of the prior year

Tax expense 1n income statement

Current year tax reconciliation
Profit before taxation

Profit, muluphed by the average standard rate of corporation tax in the UK of 27%

(2010 28%)
Impact of 1tems not taxable

Adjustment 1n respect of prior peniods
UK corporation tax charge ansing on transfer pncing adjustments
Compensation payments receivable relating to transfer pricing adjustments

Actual 1ax expense for the year, as above

KPMG Holdings Limited

Drirectors’ report and financial statements

30 September 2011
2011 2010
£000 £000
2,000 -
320 -
547 330
29 -
- 1
2,896 331
(338) (265)
(147) -
- 47)
(485) (312)
2011 2010
£000 £000
(52) -
- (17
13 12
(5%0) -
17
612} 3
2011 2010
£000 £000
2411 19
651 5
(612) -
573 -
13 12
13 (12)
612 5

The corporation tax adjustments n respect of the pnior year mainly antse as a result of the profit share from KPMG
LLP Although this was recerved only 1n the current year, 1t 15 taxable 1n the year to 30 September 2010, being the

financial year of KPMG LLP from which 1t 1s payable

12
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Notes continued

6

Tax expense continued

The tax charge 15 also impacted by UK wansfer pncing legislaion  However a payment to compensate KPMG
Holdings Limited 1s made by fellow group undertakings where appropnate

Payment for group relief surrendered 1s generally made at 27% (2010 28%) No deferred tax arose in either year

Investments
Shares in
group
undertakings
£000
Cost
At beginning of year 11,746
Additions 13,858
At end of year 25,604
Provisions
At beginming and end of year 10,445
Net baok value
At 30 September 2011 15,159

At 30 September 2010 1,301

At 30 September 2011, the pnincipal entities 1n which the company had a significant interest were

Percentage of

Subsidiary undertakings Principal activity ordinary shares

Held directly- :

KPMG United Kingdom Plc Specialist advisory services 100

KPMG UK Limuted Employment company 100

KPMG Sourcing Limited Specralist advisory services 100

KPMG Gulf Holdings Linuted Holding entity for investments in the Middle East 160

Held indrectly

KPMG Audit Plc Statutory audits and related services 100
Percentage of

Associates Principal activity ordinary shares

Held directly

KPMG Resource Centre Private Limuted (India) Audit support services for KPMG firms 50

Held indirectly

KPMG Global Services Pravate Limited (Incdia)  Advisory support services for KPMG firms 33

All of the above companies make up their accounts to 30 September each year and are incorporated 1n England and
Wales except where noted

During the year, the company acquired KPMG Sourcing Limuted (formerly EquaTerra Europe Limuted), an entity
providing specialist advisory services, for the consideration of £13,808,000, satisfied in cash, and KPMG Gulf
Holdings Limited, for a consideration of £50,000, sausfied 1n cash

13
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Notes continued

7

10

11

Investments continued

During the year ended 30 September 2010, the company was appomted a corporate member of KPMG LLP No
payment was required and the company did not contribute capital to KPMG LLP

The shareholders’ equity and results for the year of the associated undentakings are not matenial to the company

Non-current loans and recervables

2011 2010
£000 £000
Amounts due from other ELLP group undertakings 15,584 15,446

Amounts due from other ELLP group undertakings are denormnated 1n euros and are due for repayment on the earher
of 10 years from 1 October 2008 or the date the member firm leaves the ELLP group The loans attract interest at a rate
of 3% above Euribor

Trade and other receivables

2011 2010

£000 £000

Amounts due from other ELLP group undertakings 24,652 13,489
Amounts due from other KPMG International member firms 162 -
Prepayments 11,690 -
36,504 13,489

Amounts due from other ELLP group undertakings include £10,446,000 advanced to the KPMG member firm i Saud:
Arabia These amounts are advanced under a short term loan agreement and attract interest at a rate of 2% above the
LIBOR rate

The prepayment represents an advance payment in respect of the acquisition of Xantus Limuted This acguisttion
completed in October 2011 (see note 16)

All recervables fall due within one year
Loan payable

The loan payable relates to a lean advanced by a fellow ELLP group undertaking This loan 1s also denominated 1n
euros, 1s subject to the same repayment terms as the loans receivable (see note 8) and so 15 classified as a non-current
lability The loan attracts interest at a rate of 1% above Eunbor

Short term borrowings

2011 2010
£000 £000
Short term bank borrowings 22,400 -

The company has drawn down £22,400,000 against a commutted borrowing facihty available to its immediate parent
undertaking, KPMG LLP and certatn of 1ts subsidianies This facility 15 a revolving credit facility of £400 mlhon
expinng 1n three years and secured on KPMG LLP’s lease over property at 15 Canada Square, London Amounts
drawn down from time to ttme by the company under the facility usually have a maximum term of three months

14
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13

14

a)

30 September 2011

Trade and other payables

2011 2010

£000 £000
Amounts due to other ELLP group undertakings 24,177 11,190
Accruals 37 -

24,214 11,190

Capital
Share capital

2011 2010

£000 £000
Authorised
100,000 (2010 100,000) Ordmary shares of £1 each 100 100
Allotted, called up and fully paid
100,000 (2010 100,000) Ordinary shares of £1 each 100 100

The share capital of the company 1s entirely owned by KPMG LLP (see note 15) Capital requirements are constdered
by the group from time to ume The share capital of the company 1s considered te be the only capital to be managed,
the objectives for managing capital being to ensure that the company remains solvent There are no externally imposed
capital requirements

Financial instruments

Financial mmstruments held by the company arise directly from 1ts operatons The main purpose of these financial
instruments 15 to finance the operations of the company It 1s, and has been throughout the period under review, the
group's policy that no trading 1n financial instruments shall be undertaken

The company has exposure to market risk, credit nsk and hquidity nsk ansing from its use of financial mnstruments
This note presents information about the company’s exposure to each of the above nsks The company adheres to
group objectives, policies and processes for measuring and managing nsk

The ELLP board has overall responsibiity for the establishment and oversight of the group’s nsk management
framework The group’s risk management policies are established to idenufy and analyse the risks faced by the group,
to set appropnate nisk himits and controls, and to momtor risks and adherence to hmits Risk management policies and
systems are reviewed regularly to reflect changes 1in market conditions and the group’s activiies  The group, through
its tramng and management standards and procedures, aims to develop a disciphined and constructive control
environment 1n which all employees understand their roles and obligauons

Further quantitative disclosures are included throughout these financial statements

Market risk

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

The company uses denvatives on a case by case basis in order to manage market nsks The company does not hold or
1ssue denvative financial instruments for trading purposes

15
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Notes continued

14

a)

b)

Finanaal instruments continued

Market risk continued
Interest rare risk

The company faces nterest rate risks from investing and financing activiies The positions held are closely momtored
by the Treasury function and proposals are discussed to align the positions with market expectations Use of interest
rate options or swaps 1s considered but no such denivatives were in fact entered into during the year

The financial assets and habilities of the company are non interest bearing, with the exception of the non-current loans
and recervables, bank balances and shori-term bank borrowings which are variable rate mstruments The interest nisk
ansing from the variable rate non-current loans and receivables 1s maiched with a vanable rate non-current hability
Simularly the interest nsk ansing from the vanable rate short term bank borrowings 1s matched with a variable rate
receivable from ELLP group undertakings Hence, no cash flow sensitivity 1s presented in either regard

Cash flow sensiuiviry analysis for vanable rate insiruments

A change of 100 basis points 1n interest rates duning the year would have increased or decreased profit by £2,000 (2010
£200) Ths analysis assumes that all other variables remain constant

Exchange rate risk

The functional currency of the company 1s the pound sterlng However, certain expenses and charges from other
KPMG International member firms are denomnated in other currencies

The company has access to group currency cash balances 1n order to cover exposure to existing foreign currency
recervables and payables and also to commutted future transactions denominated in a foreign currency

As set out above, the company generally trades 1n 1ts functional currency The company has Euro denomunated non-
current loans and recervables, matched by equal Euro denomunated non-current lhiabilities, such that no exchange rate
nsk 15 deemed te anse on these balances The company also had receivable balances at 30 September 2011 from the
ELLP member firm 1n Saudi Arabia totalling SAR63,721,000 The company’s exchange rate exposure 1s managed
through a currency swap and the amount receivable at 30 September 2011 of £10,446,000 has been valued at the
contracted exchange rate No separate value 1s therefore atinbuted to the currency swap There were no other materal
receivables or payables denomunated 1n currencies other than sterling at either 30 September 2011 or 2010 A 5%
movement 1n the Saudi riyals exchange rate would have no impact on profit after reflecting the benefit of the currency
swap discussed above

Credit risk

Credit nisk 1s the nisk of financial loss to the company if a counterparty to a financial instrument fails to meet 1ts
contractual obligations, and arises principally from the company’s receivables

Exposure to credit risk

The maximum exposure to credit risk 15 represented by the carrying amount of the company’s financial assets as set out
1n the table below

2011 2010

£600 £000
Loans and recervables
Non-current assets amounts due from other ELLP group undertakings 15,854 15,446
Current assets amounts due from other ELLP group undertakings 24,652 13,489
Current assets amounts due from other KPMG International member firms 162 -
Bank balances 402 -
Total financial assets 41,070 28,935
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Financial instruments continued

Credit nsk continued

There were no sigmficant impairment provisions aganst the company’s financial assets The non-current recervables
due from other ELLP group undertakings rank after other unsecured creditors of the relevant KPMG member firms 1n
Spawn

Laquidity risk

Liquidity nsk 1s the nsk that the company will not be able to meet uts financial oblipations as they fall due The
company’s approach to managing liquidity 1s to ensure that 1t wall always have sufficient hiquidity to meet 1ts habihties
when they fall due, without incurring unacceptable losses or risking damage to the group’s reputation

The focus of the group's treasury policy 1s to ensure that there are sufficient funds to finance the business Surplus
funds are normally invested according to the assessment of rates of return available through the money market

The Treasury function monitors the company’s cash position daitly and 1t 1s the group’s policy to use finance facilities
or to invest surplus funds efficiently Limuts are maintained on amounts to be deposited with each banking counterpart
and these are reviewed regularly 1n the light of market changes

The company has the following non-denvative financial habilites measured at amortised cost

2011 2010

£000 £000

Non-current habilities loan payable 15,584 15,446
Short term bank borrowings 22,400 -
Current habilities amounts due to other ELLP group underiakings 24,177 11,190
Accruals 37 -
62,198 26,636

None of the company’s current financial habilities are interest beanng with the exception of the short term bank
borrowings (see note 11) Hence, the contractual cash flows equal the carrying amount Whilst the company’s non-
current habilities bear interest at 1% above Eunbor, this 1s matched by amounts receivable bearing interest at 3% above
Eurtbor Since the repayment terms of both these loans are matched, the directors do not consider there to be any
hquidity nsk

Fair values

The estimated fair values of the company’s financial assets and habilities approximate their carrying values at 30
September 2011 and 2010, largely owing to thear short matunty The company’s non-current assets and liabthittes are
interest beanng at 1nterest rates that approximate the relevant discount rates Hence the fair value of these balances also
approximates their carrying values at 30 September 2011 The bases for deterrmning fair values are disclosed 1n note
1

Related parties

The company i1s wholly owned by KPMG LLP, a limited hability partnership registered 1n England and Wales, 1n
which 1t 1s also a corporate member KPMG LLP 15 controlled by ELLP

The largest group in which the results of the company were consohdated at 30 September 2011 was that of ELLP The
accounts of ELLP are available to the public and may be obtained from the pnincipal place of business, The Squaire,
Am Flughafen, 60549 Frankfurt am Mamn, Germany and at www kpmg eu/annualreport No other group accounts
clude the results of the company

17




KPMG Holdings Limited :

Dhrectors’ report and financial statements
30 September 2011

Notes continued

15

Related parties conunued

The company has a related party relationship with 1ts fellow ELLP group undertakings The company also has a related
party relationshnp with key management, considered to be the statutory directors of the company

Transactions with ELLP group undertakings

Whilst management services are carned out on behalf of the company by fellow ELLP group undertakings, no charges
are levied for these services

Transactions with ELLP group undertakings during the year were as follows

2011 2010

£000 £000
Loan 1nterest receivable 547 330
Loan mterest payable (338) (265)
Corporation tax compensation payments — current year (13) (12)
Group rehef — current year - 17
Group rehef — prior year adjustments a7n -

During the year, the company received a profit share of £2,000,000 (2010 £ml) and dividends of £320,000 (2010
£ml)

Al year end, balances with group undertakings were as follows

2011 2010
£000 £000
Non-current loans and receivables
Amounts due from other ELLP group undertakings 15,584 15.446
Trade and other receivables
Amounts due from other ELLP group undertakings 24,652 13,489
Non-current liabilities
Loan payable (15,584) {15,446)
Trade and other payables
Amounts due to other ELLP group undertakings (24,177) (11,190)

Transactions with key management personnel

The drrectors of the company are all separately members of ELLP and therefore have an interest 1n the transactions set
out above Key management personnel receive no directors’ emcluments for their services to the company There are
no other transactions with key management personnel There were no balances due to or from key management at
esther 30 September 2011 or 2010
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Events after the year end

In October 2011 the company acquired 1009 of the shares n Xantus Limited, a company providing independent
management services speciahsing in I'T-enabled business change

The company pre-paxd £11 690000 1n September 2011 as the instial consideration for this acquisiion A further
£304 000 was paid 1in December 2011, represenung a working capital adjustment Amounts totaling £6,120 000 are
also payable in two equal instalments in October 2013 and 2015 subject to certain individuals remaining 1n
employment with KPMG.




