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Macquarie Capital (Europe) Limited

Directors’ Report
for the financial year ended 31 March 2013

In accordance with a resolution of the drrectors ("the Directors”) of Macquane Capital (Europe) Limited (“the
Company"), the Directors submit herewith the audited financial statements of the Company and report as follows

Directors and Secretanes
The Directors who held office as a Director of the Company throughout the penod and until the date of this report,
unless disclosed otherwise, were

G Conway (resigned on 11 May 2012)

D Fass

M Gummer (appointed on 6 March 2013)
R Tallentire (resigned on 14 January 2013)
J Wentzel

At the date of this report, unless otherwise disclosed, the Secretanes of the Company are
H Evertt
J Greenfield (resigned on 3 May 2013)

Principal activities
The principal activities of the Company during the financial year ended 31 March 2013 were

Cash Equities

The Company operates an institutional stockbroking business, acting as principal with external clients and the
market, and as a market maker for a number of European equities The Company also undertakes the actmity of
soliciting clients and introducing them to the other members of the Macquare Group Settlernent operations have
been outsourced to a third parnty

Equities Rasearch
The Company provides equity research services to clients

Structured Products & Exolics

The Company employs staff who provide execution, settlement, issuance, arrangement and market making
services to other members of the Macquane Group

Corporate Advisory
The Company undertakes adwisory actviies in the United ¥Kingdom, the Repubhc of Ireland and Contmental
Eurcpe

The principal activities of the Company are undertaken in the United Kingdoem and through iis Eurcpean branches

Results and revenue

The loss after income tax attnbutable to ordinary equity holders for the financial year ended 31 March 2013 was
£22,244,814 (2012 £26,472,891)

Dividends patd or provided for
No dmdends were pard or provided for dunng the financial year (2012 nil} No final dmdend has been proposed
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Macquarie Capital (Europe) Limited

Directors’ Report (continued)
for the financial year ended 31 March 2013

State of affairs
On 31 QOctober 2012, the Company issued 10,000,000 ordinary shares of £1 each to ts immediate parent It
further 1ssued 10,000,000 ordinary shares of £1 each to ts immediate parent on 27 March 2013

The structured products and exotics business is being wound down No new business Is being undertaken in the
current year

There were no other significant changes in the state of the affars of the Company that occurred dunng the financial
year under review not otherwise disclosed in this report

Review of operations
The loss for the financial year ended 31 March 2013 was £22,244,814, a decrease of 16 per cent from
£26,472,891 in the previous year

Operating loss for the year ended 31 March 2013 was £20,394,497, a decrease of 27 per cent from a loss of
£27,795,580 n the previous year This is as a result of increased profits in the advisory business due to an increase
n fees sarned from advisory projects and decreased losses in the Macquane Securttes Group

Total operating expenses for the year ended 31 March 2013 were £142,043,181 a decrease from £217,792,883 in
the previous year primarily due to the wind-down of the structured products & exotics business

Events after the reporting year

At the date of this report, the Directors are not aware of any matter or circumstance which has arisen that has
significantly affected or may significantly affect the operations of the Company, the results of those operations or
the state of affars of the Company n the financial years subsequent to 31 March 2013 not otherwise disclosed In
this report

Likely developments, business strategies and prospects
The Directors believe that no significant changes are expected other than those already disclosed in this report

Creditor payment policy

It 1s the Company’s policy to agree the terms of payment to creditors at the start of business with that supplier,
ensure that suppliers are aware of the terms of payment and to pay in accordance with its contractua! and other
legal obligations

Indemnification and insurance of Directors

As permitted by the Articles of Association, the Directors have the benefit of an mdemnity which 1s a qualifying third
party indemnity provision as defined by Section 234 of the Companies Act 2006 The ndemnity was n force
throughout the last financal year and 18 currently n force The ultimate parent purchased and mantaned
throughout the financial year Directors’ liability insurance in respect of the Company and its Directors

Principal nisks and uncertainties

From the perspective of the Company, the principal nsks and uncertainties are integrated with the pnncipal nsks of
the Macquane Group and are not managed separately Accordingly, the principal nsks and uncertanties of
Macquarie Group Limited {"MGL"), which include those of the Company, are discussed in its financial statements
and can be obtained from the address given in Note 27
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Macquarie Capital (Europe) Limited

Directors’ Report (continued)
for the financial year ended 31 March 2013

Key performance indicators (KPIs)

Grven the straightforward nature of the business and the information provided elsewhare in this report, the directors
are of the opirien that the production of KPls in the Directors’ Report 1s not necessary for an understanding of the
development, performance or position of the business KPls are monitored at the Macquarie Group level

Financial nsk management

Risk 15 an integral part of the Macquarie Group's businesses The Company 1S exposed to a vanety of financial nisks
that include the effects of credit nsk, hquidity rnisk, operational nsk and market nsk Additional nsks faced by the
Company include legal, comphance and documentation nsk Responsibility for management of these nisks lies with
the indwidual businesses gvng nse to them It 1s the responsibility of the Risk Management Group (‘RMG") to
ensure appropnate assessmeant and management of these risks

As ultimately an indirect subsidiary of MGL, the Company manages nsk within the framework of the overall strategy
and risk management structure of the Macquarie Group RMG s independent of all other areas of the Macquane
Group, reparting directly to the Managing Director and the Board of MGL The Head of RMG 15 a member of the
Executive Committee of MGL RMG authonty is required for all matenal nsk acceptance decisions RMG identifies,
quantifies and assesses all matenal nisks and sets prudential imits Where approprate, these imits are approved by
the Executive Committee and the Board of MGL

The nsks which the Company 1s exposed to are managed on a globally consolidated basis for MGL as a whale,
including all subsidianies, in all locations Macquarie's internal approach to nsk ensures that nsks in subsidianes are
subject {o the same ngour and nsk acceplance decisions

Credit nsk

The Company mitigates ts matenal credit nsk exposures through guarantee arrangements with its ultimate parent,
MGL, and indemnity arrangements with Macquane Capital Group Limited {*MCG”) Credit exposures, approvals
and mits are controlled within the Macquarie Group's credit nsk framework, as aestablished by RMG

Liquidity nsk

Liguidity nsk s the nsk of a company encountering difficulty In meeting obligations with financial labiities The
Directors have adopted the nsk model used by the Macquane Group, as approved by RMG This model 18
incorporated into the Macquane Group's nisk management systermns to enabla the Company to manage this nisk
effectively

Market nisk

The Company 15 exposed to market nsk through its facilitation and market making activities The directors have
adopted the nsk model used by the Macquare Group, as approved by RMG This model 1s incorporated into the
Macquane Group’s nsk management systems to snable the Company to manage this nsk effectively In addition,
the directors have approved RMG imposed cash mits on posttions taken by the Cash Equities business

Interest rate nsk

The Company has both interest bearing assets and interest beanng liabilities Interest bearing assets include cash
balances and recewvables from other Macquane Group undertakings and external parties, all of which earn a
variable rate of interest Interest bearing labities include payables to other Macquane Group undertakings and
external parties, which also incur a vanable rate of interest

Foreign exchange nsk
The Company has foreign exchange exposures which include amounts recewvable from and payable to other
Macquane Group undertakings and external parties which are denominated in non-local currencies Any matenal
non-functional currency exposures are managed by applying a group wide process of minimising exposure at an
incdividual company level
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Macquarie Capital (Europe) Limited

Directors’ Report (continued)
for the financial year ended 31 March 2013

Statement of Directors’ responsibilities
The Directors are responsible for preparing the Directors’ Report and the financial statements in accordance with
applicable law and regulations

Company law requires the Directors to prepare Financial Statements for each financial year Under that law the
Directors have prepared the Financial Staterments in accordance with United Kingdorm Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law)} Under company law the Directors
must not approve the Financial Statements unless they are satisfied that they give a true and far view of the state
of affars of the Company and of the profit or loss of the Gompany for that penod In preparing these Financial
Statements, the Directors are required to

* select sutable accounting policies and apply them consistently,

* make Judgements and estimates that are reasonahle and prudent,

» state whether applicable accounting standards have been followed, subject to any matenal departures disclosed
and explained in the financial statements, and

* prepare the financial statements on the going concern basis unless it 1s inappropnate to presume that the
Company will continue in business

So far as the Directors are aware, there 1s no relevant audit information of which the Company's audttors are
unaware The Directors have taken all the steps necessary in order 1o make themselves aware of any relevant audit
information and to establish that the Company's auditors are aware of that information

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company's transactions and disclose with reasconable accuracy at any time the financial position of the Company
and enable them to ensure that the financial statements comply with the Companies Act 2006 They are also
responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention
and detection of fraud and other iregulariies

Independent Auditors

Pursuant to section 487(2) of the Companies Act 20086, the auditors of the Company are deemed re-appointed for
each financial year unless the Directors or the members of the Company resolve to terminate therr appointment As
at the date of these financial statements the Directors are not aware of any resclution to terminate the appointment
of the auditors

On behalf of the Board

Mot

Matthew Gummer
Director

(FJuly 2013
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Independent Auditors’ Report to the members of Macquarie Capital
(Europe) Limited

We have audited the financial statements of Macquarie Capital (Europe) bimited for the year ended 31 March 2013
which comprse the Profit and Loss Account, the Balance Sheet, the Statement of Total Recognised Gains and
Losses and the related notes The financial reporting framework that has been applied in their preparation s
applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting
Practice)

Respective responsibilities of directors and auditors

As explained more fully In the Directors’ Responsibilities Statement set out on page 5 the Directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and farr view Our
responsibility 1s to audit and express an opinion on the financial statements In accordance with applicable law and
International Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing
Practices Board's Ethical Standards for Auditors

This report, Including the opinions, has been prepared for and only for the company's members as a body In
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for ne other purpose We do not, in giving
these opinions, accept or assume responsibility for any other purpose or to any other person to whom this report I1s
shown or Into whose hands it may come save where expressly agreed by our prior consent in writing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to
give reasonable assurance that the financial statements are free from material rmisstatement, whether caused by
fraud or error This includes an assessment of whether the accounting policies are appropnate to the company’s
circumstances and have been consistently applied and adequately disclosed, the reasonableness of significant
accounting estmates made by the directors, and the overall presentation of the financial statements In addition,
we read all the financial and non-financial information in the Directors’ report and financial report to identify material
inconsistencies with the audited financial statements If we become aware of any apparent matenal misstatements
or Inconsistencies we consider the iImplications for our report

Opimon on financial statements

In our opinion the financial staterments

« give a true and farr view of the state of the company’s affars as at 31 March 2013 and of its loss for the year then
ended,

* have been praperly prepared in accordance with United Kingdom Generally Accepted Accounting Practice, and

+ have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescnbed by the Companies Act 2006
In our opinion the Information given in the Directors’ Report for the financial year for which the financial statements
are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

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

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

Liability 1s hmited by a scheme under Professional standards legislation <]




Independent Auditors’ Report to the members of Macquarie Capital
(Europe) Limited (continued)

Matters on which we are required to report by exception {continued)

* 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

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

(="

Carl Sizer (Senior Statutory Auditor)

For and on behalf of PncewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

1& Juy 2013
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Macquarie Capital (Europe) Limited

Profit and loss account
for the financial year ended 31 March 2013

2013 2012

Notes £ £

Tumover 1{v) 121,241,459 188,203,223
Administrative expenses (142,043,181) (217,792,883)
Other operating income 407,225 1,794,080
Operating loss (20,394,497) (27,795,580)
Interest receivable and similar iIncome 3 6,272,474 5,511,684
Interest payable and similar charges 4 (8,917,838} (7,431,440)
Impairment of iIntangible assets 5] (2,393,714) -
Loss on ordinary activities before taxation {25,433,575) {29,715,336)
Tax credit on loss on ordinary activities 5 3,188,761 3,242,445
Loss for the financial year (22,244,814} {26,472,891)

Turnover and loss on ordinary activties bsfore taxation relate wholly to continuing operations

There are no matenal differences between the loss on ordinary activities before taxation and the loss for the years stated

above and ther historical cost equivalents

The above profit and loss account should be read in conjunction with the accompanying notes on pages 11 to 30
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Macquarie Capital (Europe) Limited

Statement of total recognised gains and losses
for the financial year ended 31 March 2013

2013 2012

Notes £ £

Loss after tax for the financial year {22,244,814) (26,472,891)

Other recognised (losses)y/gans

Actuanal loss on pension schemse 28 (404,524) (75,763}

Deferred tax associated with actuanal loss 17 226,377 33,005

Exchange differences on translation of foreign operations, net of tax 17 {949,871) 278,573

Total other recognised (losses)/gans for the financial year (1,128,01 8-) 235,815

Total recognised loss for the financial year (23,372,832) (26,237,076)
Total recognised loss for the financial year that 1$ attnbutable to

Ordinary equity holders of Macquane Capital (Europe) Limited (23,372,832) (26,237,076)

The above statement of total recognised gains and losses should be read in conjunction with the accompanying notes on

pages 11 to 30

Macquarie Capital (Europe} Limited 2013 Financial Statements




Macquarie Capital (Europe) Limited

Balance sheet
as at 31 March 2013

2013 2012

Notes £ £
Fixed assets
Intangible assets 6 - 3,829,942
Tangble assets 7 500,175 1,990,725
Investment 8 1 1

500,176 5,820,668
Current assets
Deferred tax assets 9 5,300,833 2,854,742
Debtors 10 341,548,785 801,323,352
Investment 11 2,493,440 -
Cash at bank and in hand 12 21,742,069 26,800,093
371,085,127 830,978,187

Current hiabilities
Creditors amounts faling duse within one year 13 {329,041,096) {779,335,464)
Net current assets 42,044,031 51,642,723
Total assets less current habilhes 42,544,207 §7,483,39i
Credtors amounts falling due after more than one year 14 (10,000,000) (10,000,000}
Provisions for liabtlities and charges 15 {9,197,046) (20,436,509)
Net assets excluding pension asset 23,347,161 27,026,882
Pension asset 28 388,546 75,650
Net assets including pension asset 23,735,707 27,102,532
Capital and reserves
Called up share capital 18 80,901,000 60,901,000
Share premium account 16 4,999,000 4,999,000
Equity contribution from ultimate parent 16 1,807,047 1,801,040
Other reserves 17 (862,860) 265,158
Profit and loss account 17 (63,108,480} {40,863,666)
Total shareholders’ funds 18 23,735,707 27,102,532

The above balance shest should be read in conjunction with the accompanying notss on pages 11 to 30
The financial statements on pages 8 to 30 were approved by the board of directors onl Fuly 2013 and were signed on its

behalf by

NVt iw

Matthew Gummer
Director

Macquane Capital (Europe) Limited 2013 Financial Statements
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Macquarie Capital (Europe) Limited

Notes to the financial statements
for the financial year ended 31 March 2013

Note 1. Summary of significant accounting policies

1} Basis of preparation

The financial statements are prepared on a going concern basts, under the historical cost convention, In accordanca with the
Companies Act 2008, and applicable United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting
Practice)

The financial statements contan information about the Company as an indvidual company and do not contain consolidated
financial information as a parent of a group The Company I1s exempt under section 401 of the Companies Act 2008 from the
requirement to prepare consolidated financial statements as it and its subsidiary undertalungs are included in the consolidated
financial statemenits of its ultimate parent, Macquare Group Limnited, a company incorporated in Australia

The principal accounting policies adopted in the preparation of this financial report and that of the previous financial year are set
out below These policies have been consistently appled to all the financial years presented, unless otherwise stated

New accounting standards that are not yet effective
FARS 100 Applcation of Financial Rsporting Reguiraments, FRS 101 Raducsed Disclosure Framework and FRS 102 Ths Financial
Raporting Standard applicable n the UK and Republic of freland

The three standards will replace the existing United Kingdem Accounting Standards (United Kingdom Generally Accepted
Accounting Practice (UK GAAP"))

FRS 100 sets out the financial reporting requirements for UK and Republic of Ireland entities The framework provides entities
with the option for the basis of preparation of the financial statements, Financial Reporting Standard for Smaller Entities
(“FRSSE") (only for eligible entities), FRS 101, FRS 102 or EU-adopted International Financial Reporting Standards ("EU-IFRS™

FRS 101 sets out a reduced disclosure framework which addresses the financial reporting requirements and disclosure
exemptions for the indwdual financial statements of subsidianes and ultimate parents that otherwise apply the recogrition,
measurement and disclosure requirements of EU-adopted IFRS Financial statements prepared under the standard will be
defined as Companies Act accounts under the Companies Act 2006

FRS 102 provides a single financial reporting standard that applies to the financial statements of entities that are not applying EU
adopted IFRS or FRS 101 The FRS reguirements are based on the International Accounting Standards Board's (*lASB”)
International Financial Reporting Standard for Small and Medium-sized Entities (“IFRS for SMEs”™) but have retained some of the
accounting options which exist under the axisting UK GAAP and are permitted under IFRS but are not included within IFRS for
SMEs

The standards are effective for annual reporting beginning on or after 1 January 2015 with earty application permitted The
Company 15 continuing to assess which of FRS 101, FRS 102 or EU-IFRS it will adopt and the full impact of the implermentation

) Foreign currency translations

Transactions n foreign currencies are recorded using the rate of exchange ruling at the date of transaction Monstary assets and
lliabilities denominated in forengn currencies are translated to the local currency using the rate of exchange ruling at the balance
shest date and the gains or losses on translation are included in the profit and loss account

Exchange difference arising from the translation of the Company’s foreign branches, which have local currencies other than
sterling, are taken to the foreign currency translation reserve

u} Revenue
Revenue 1s measured at the far value of the consideration received or recervable Revenue 1 recognised for the major business
activitios as follows

Net inferest income

Interest recevable and similar Income and interest payable and simiar chargss are brought to account on an accrual basts
Interest recevable from and payable to other Macquane Group undertakings has been disclosed on a gross basis in the profit
and loss account The balance sheet has been disclosed on a net basis as thers 1s a legal nght of set off and an intention to
settle net or simultanecusly

Macquarne Capital {Europe) Limited 2013 Financial Statements 11




Macquarie Capital (Europe) Limited

Notes to the financial statements (continued)
for the financial year ended 31 March 2013

Note 1. Summary of significant accounting policies {continued)

g} Revenue (continued)

Fee and comnmission income

Corporate advice and other fees charged in respect of services provided are brought to account as work 1s completed and a fes
15 agreed with chents and the Company becomes entitled to it Brokerage income s recognised when the refated services are
performed

Dwidends

Interim dividends from UK companies are recognised when the dividend proceeds are received by the Company Final
dwdands from investments in UK companies and dividends from investments in overseas companies are recognised when the
Company becomes entitled to the dmdend

w) Other operating mcome/{expenses)
Net gans/(losses) ansing from foreign currency transactions are accounted for as other operating Income/{expenses)
respectively

v) Turnover
Turnover for the year comprises

a) Adwisory fee income, which 1s subject to a a fee shanng arrangement with Macquarie Capital Group Limited,

b) Brokerage commission inceme from trades introduced to Macquane Capital Secunties {Austraha) Limited and
Macquane Capital Secunties Limited, which 1s calculated at cost plus a mark-up, 15 brought to account In
accordance with service agreements In place,

c) Brokerage commission income, from trades where the Gompany acts as pnncipal with external clents and the
market,

d) Trading income con the Company's facilitation and market making activities,

) Research income denved by charging divisions within the Macquane Group, in accordance with inter-divisional
recovery policies in placs, and

1) Income In refation to staff who provide execution, settlernent, 1ssuance, arrangement, market making and asset
management services to other members of the Macquane Group, In accordance with service agreements In
place

vi) Corporate tax

Taxation 15 based on the loss for the year and takes inte account taxation deferred due to timing diffsrences between the
treatment of certain 1tems for taxaticn and accounting purposes Deferred taxation 1s provided fully in respect of all timing
differences between the accounting and tax treatment of iIncome and expenses, at the reporting date, the anticipated reversal of
which will result in a change in the future hability to tax The provision 1s calculated using the rates expected to be applicable
when the asset or liabiity crystalises based on current tax rates and law and 15 measured on a non-discounted basis A
deferred tax asset 1s regarded as recoverable and therefore recognised only when, on the basis of all avallable evidencs, it can
be regarded as more likely than not that there will be suitable taxable profits against which to recover carned forward tax losses
and from which the future reversal of underlying timing differences can be deducted

Vi) Investments and other financial assets
Investment In financial assets 18 classified into the following categones loans and recervables, investment in subsidianes and
current Investments

Loans and receivables
L.oans and receivables are non-denvative financial assets with fixed or determinable payments that are not quoted In an active
market Loan assets are subject to regular review and assessment for possible iImpairment

Invesiments i subsidiaries

Subsidianes are all those entities (including special purpose entities) over which the Company has the power to govern directly
or Indirectly decision-making in relation to financial and operating policies, so as to require that entity to conform with the
Company’s objectives Investments in subsickary undertakings are recorded at cost less provision for impairment

Current mvestment
Current asset Investments are held at the lower of cost and nst realisable valus

Macquane Caprtal (Europe) Limsted 2013 Financial Statements 12




Macquarie Capital (Europe) Limited

Notes to the financial statements {(continued)
for the financial year ended 31 March 2013

Note 1. Summary of significant accounting policies (continued)
Vi) Impaiment
Loans and recenvables

Loan and recevables are subject to regular review and assessment for possible imparment Prowisions for imparment are
racognised In the profit and loss account and re-assessed at each reporting date If, In a subsequent penod, the amount of
impairment losses decreass and the decrease can be related objectively to an event occurnng after the impairment losses were
recognised, the previously recognised imparrment losses are reversed through the profit and loss account to the extent of the
imparment earlier recognised Bad dabts are wrtten off in the penod in which they are identified

Investments in subsidianes

Investments in subsidiary undenakings are recorded at cost less provision for imparment Where the directors are of the opinion
that there has been a permanent diminution in the value of investments, the carrying amounts of such investments are wntten
down to their recoverable amount The impairment of fixed asset iInvestments 1s recognised as an expense in the profit and loss
account At each balance date, invesiments in subsidianes that have been impared are reviewed for pessible reversal of the
impairment

1X) Tangible fixed assets

Tangble fixed assets are stated at histoncal cost less accumulated depreciation and any imparment losses Tangble fixed
assets are reviewed for impairment annually Histoncal cost includes expenditure drrectly atinbutable to the acquisition of the
asset

Deprectation on assets Is calculated on a straight-line basis to allocate the difference batween ther cost and ther residual values
over ther estimated useful lives, at the following anrual rates

Furniture and fithings 10 to 20 per cent
Leassehold improvements * 20 per cent
Communication equipment 33 per cent
Computer equipment 33 to 50 per cent

* Where remaining lease terms are less than five years, leasehold improvements are depreciated over the remaining lease term

Useful ives and residual valuss are reviewed annually and reassessed In light of commercial and technological developments If
an asset’s carrying value 1s greater than its recoverable amount due to an adjustment to its useful life, residual value or
imparment, the carrying amount 1s wntten down immediately to its recoverable amount Adjustments ansing from such items
and on disposal of tangible fixed assets are recognised in the profit and loss account

Gains and losses on disposal are determined by comparing proceeds with the asset's carmying amount and are recognised in
the profit and loss account

x) Intangible assets

Geoodwill and intangible assets are recorded at initral far value less accumulated amorhisation charges Inhal far values of
intangible assets acquired are calculated at acquisttion, using a value In use model based on management expectations of
revenues generated by acquired intangible assets Goodwill 1s initially recognised as ihe difference between the consideration
pad and net assets acquired

Intangble assets are amortised on a straight-hne basis over therr estimated useful Ives The annual rates of amortisation are as
follows
Goodwill 20 percent

Useful lives are reviewed annually and reassessed in light of commercial developments

Impairment

For intangible assets that have a finite useful Ife, an assessment 1s made at each reporting date for ind:ications of mparment An
impairrment loss I1s recognised for the amount by which the asset's carrying amount exceeds its recoverable amount The
recoverable amount 15 the higher of the assst's far value less costs to sell and value in use For the purposes of assessing
imparment, assets are grouped at the lowest levels for which there are separately identfiable cash inflows which are largely
independent of the cash infiows from cther assets or groups of asssts (income-generating units) Intangible assets that sufferad
imparrment are reviewed for possible reversal of the imparrment at each reporting date Raeversal of impairment for goodwill 1s
not allowed
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Macquarie Capital (Europe) Limited

Notes to the financial statements {continued)
for the financial year ended 31 March 2013

Note 1 Summary of significant accounting policies (continued)

x1) Provisions for habihties and charges

A provision 1 recognised where the Company has a present legal or constructive obligation to make a payment as a result of a
past event where it 18 more probable than not that a transfer of economic benefit will be required to settle the obligation and the
amount can be relably estimated

Employee benefits
A liability for employse benefits 1s recognised by the entity that has the obligation to the employse Generally, this is consistent
with the legal posiion of the partiss to the employment contract

Liabilties for unpaid salanes, salary related costs and provisions for annual leave are recerded in the balance sheet at the salary
rates which are expected to be paid when the labilty 1s settled Prowisions for other long-term benefits are recogrused at the
present value of expected future payments to be made

In determiming this amount, consideration 1s given to expected future salary levels and smployee service histones Expected
future payments are discounted to their net present value using rates on high quality corporate bonds, except where there 1s no
deep market in which case rates on the applicable government secunties are used, with terms that match as closely as possible
to the expected future cash flows

Provisions for unpaid employee benefits are deracognised when the bensfit 1s settled, or 1s transferred to another entity and the
Company 1s legally released from the obligation and does not retain a constructve obligation

Share based paymenis

The ultimate parent entrty, Macquane Group Limited, operates share-hased compensation plans, which include options granted
to employess and shares (Including those delivered through the Macquarie Group Employee Retained Equity Plan (MERER)
granted to employees under share acquisiion plans Information relating to these schemes ts set out In note 21 The Company
recognises an expense for its shares and options granted to its employees by Macquane Group Limited The shares and
options are measured at the grant dates based on therr far value and using the number of equity Instruments expected to vest
This amount I1s recognised as an expense evenly over the respective vesting penods

The far value of each option granted in pnor years was estimated on the date of grant using standard option pricing techniques
based on the Black-Schales theory No grants have been made in the previous three financial years

In December 2009, Macquane Group Limited established a new equity plan, the MEREP Restricted Share Units
(RSUs)/Deferred Share Units (DSUs), have been granted In the current year in respect of 2012 The farr value of each of these
grants I1s estmated using Macquane Group Limted’s share price on the date of grant

Whie RSUs/DSUs in respect of the current year’s performance will be granted in the following financial year, the Company
begins recognising an expense {based on an initial estimate) from 1 April of the current financiat year related to these future
grants The expense is estimated using Macquarne Group Limited’s share price as at 31 March 2013 and the number of equity
Instruments expectad to vest In the following financial year, the Company will adjust the accumutated expense recognised for
the final detsrmination of farr value for each RSU/DSU and will use this valuation for recognising the expense over the remaining
vasting penod

Where options and shares are 1ssusd by Macquane Group Limited to employees of the Company, and Macquane Group
Limted 1s not subsequently rembursed by those subsidianes, the Company recognises the equity provided as a capital
contribution from Macquane Group Limited Where Macguane Group Limited 15 rembursed, the Company recognises any
amount paid In advance (of the share-based payment to be recognised as an expense over the future vesting pencd) as a
prepaid asset

Executve Directors’ retaned profit share that 1s no longer to be paid In cash s reversed in the current year and recognised in
profit, and the equity granted are accounted for as a share-based payment from the grant date

The Company annually revises the estimates of the number of shares (ncluding those delivered through MEREP) and options

that are expected to vest It recogruses the impact of the revision to ongnal estimates, If any, n the Income statement, with a
correspending adjustment to equity In Macquane Group Limited
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Macquarie Capital (Europe) Limited

Notes to the financial statements (continued)
for the financial year ended 31 March 2012

Note 1. Summary of significant accounting policies (continued)

b)) Performance based remuneration (continued)

Profit share remuneration

The Company recogrises a liability and an expense for profit share based on a formula that takes intc consideratien Macquane
Group Limited's profit after tax and its earnings over and above the estimated cost of capital

X Cash at bank and in hand

Cash at bank and in hand compnse cash in hand and deposits repayable on demand with any qualfying financial mstitution
Deposits are repayable on demand If they can be withdrawn at any time without notice and without penalty or If a matunty or
penod of notice of not more than 24 hours or one working day has been agreed

XIv) Leases
Leasas entered Into by the Company as lessee are pnmanly operating leases The total fixed payments made under operating
leases are charged to the profit and loss aceount on a straight-line basis over the penod of the leasse

Xv) Oftsetting financial instruments

Financial assets and financial labiities are offset and the net amount reported on the balance shest when thers 1s a legally
enforceable nght to offset the recogrnised amounts and there 15 an intention to settle on a net basis, or realise the financial asset
and settle the financial kability simultaneously

xvi} Share capital
Ordinary shares are classified as equity Incremental costs drectly attnbutable to the 1ssue of new shares or options are shown
In equity as a deduction, net of tax, from the proceeds

Xvil) Defined benefit pension plan

Pension plan assets and obligations recognised in the balance sheet represent the net present value of the defined bensfit
obligation and the far value of the plan assets at the balance sheet date The defined benefit obligation 1s calculated annually by
Independent actuanes using the projected unit credt method The present value of the defined benefit obligation I1s determined
by discounting estimated future cash flows using yelds on high qualty corporate bonds which have terms to matunty
approximating the terms of the related liability

The determination of the pension cost and defined benefit obligation of the Company's defined benefit pension plans depends
an the section of certain assumptions, which include the discount rate, inflation rate, salary growth, longevity and expected
return on plan assets

Actuanal gans and losses ansing from the dfference between actual and expected returns on plan assets, expensnce
adustments con lizbities and changes in actuanal assumptions are recognised In the statement of total recognised gains and
losses for the year
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Macquarie Capital (Europe) Limited

Notes to the financial statements (continued)
for the financial year ended 31 March 2013

2013 2012
£ £

Note 2 Loss on ordinary activities before taxation
Loss on ordinary activities before taxation i1s stated after charging/{crediting)
Wages and salanes 10,105,596 29,700,479
Social secunty costs 252,400 793,781
Staff resourcing charge from Macquane Group undertakings 27,515,931 38,509,673
Other pansion costs 44,962 630,024
Shars based payment costs 498,821 40,641
Staff costs 38,417,710 69,674,598
Foreign exchange (gains)losses (407,225) 357,984
Discount on acquisition - (2,152,084)
Fee allocations o other Macquans Group undertakings 50,757,681 37,059,685
Internal fee and management fee expenses 4,973,918 7,777,095
Brokerage expenses 12,282,486 27,685,500
Depreciation charges 1,297,552 5,624,557
Amortisation of intangible assets 1,436,228 1,412,292
Impairment of Intangible assets 2,393,714 -
Impairment charge of computer and communication equipment 82,272 2,666,484
Impairment of furniture, fittings and leasehold improvements 40,687 3,225,710
Auditors’ remunaration

Feses payable to the Company's auditors for the audit of the Company 61,803 117,330

Feas payable to the Company's auditors for other services - -
Note 3 Interest receivable and similar income
Interest recevable from other Macquane Group undertakings 6,246,555 5,466,322
Interest recevable from unrelated parties 25,919 45,362
Total interest recewvable and similar income 6,272,474 5,511,684
Note 4 Interest payable and similar charges
Interest payable to other Macquare Group undertakings 8,692,800 7,362,952
Interest payable ic unrelated parties 225,038 68,488
Total interest payable and similar charges 8,917,838 7,431,440
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Macquarie Capital (Europe) Limited

Notes to the financial statements (continued)
for the financial year ended 31 March 2013

2013 2012
£ c
Note 5 Corporation tax benefit
Analysis of tax credit for the year
Current tax
UK corporation tax at 24% (2012 26%) (4,304,219} {4,343,025)
Adjustments to tax i respect of prior years 1,579,856 123,621
Forexgn tax suffered 1,882,000 2,366,972
Total current tax (842,363) {1,863,432)
Deferred tax
Onginaton and reversal of timing differences (1,434,602) {(1,558,509)
Adjustments to tax in respect of prior years (1,144,875) (71,707)
Changs In tax rate 233,079 251,203
Total deferred tax (2,346,298) (1,379,013}
Tax on loss on ordinary activities (3,188,761) (3,242,445}

The taxation credit for the year ended 31 March 2013 1s lower (2012 lower) than the standard rats of corporation tax in the
United Kingdom of 24% (2012 26%) The differences are explaned below

Loss on ordinary activities before taxation (25,433,575) (29,715,336)
Loss on ordinary activities before taxation multiplied by standard rate of 6,104,058 7,725,987
corporation tax in the United Kingdom of 24% {2012 26%)
Effects of
Adiustment to tax charge In respect of previous periods (1,579,856} (123,621)
Capital allowance in excess of depreciation {351,521) (2,001,288)
Non deductible expenses (791,624) (1,822,614)
Foreign tax incurred {1,882,000) (2,355,972)
Deducuen for foreign 1ax ncurred 400,002 -
Employment expense related timing differences (1,100,301) 439,886
Other timing differencas 43,605 -
Non assessable iIncome - 1,052
842,363 1,863,432

The UK Government reduced the main rate of corporation tax from 26% to 249% from 1 Apnl 2012 and then from 24% to 23%
from 1 Apnl 2013 On 20 March 2013 the Government anncunced its intention to raduce the UK corporation tax rate to 21%
from 1 Apnl 2014 and 20% from 1 Apnt 2015, however this has not been substantvely enacted

Note 6 Intangible assets

Gioodwll - 3,829,842
Total intangible assets - 3,829,942

Reconciliation of the Company’s movement in intangible assets

Total

£

Balance at the beginning of the financial year 3,829,942
Impairment dunng the financial year (2,393,714)
Amortisation expense for the financial year {1,436,228)

Balance at the end of the financial year -

The goodwill has been fully impawed in the current year due to changes tn ihe expacted cashflows to the Company in relation to
the underdying business
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Macquarie Capital (Europe) Limited

Notes to the financial statements (continued)
for the financial year ended 31 March 2013

2013 2012
£ £
Note 7 Tangible assets
Furniture, fittings and leasehold improvements
Cost 2,414,551 7,832,479
Less accumulated depreciation and impairment {1,951,969) (6,653,549)
Total furmture, fittings and leasehold improvements 462,582 1,178,930
Communication equipment
Cost 286,846 283,499
Less accumulated depreciation and imparment (284,546) (1086,633)
Total communicahion equipment 2,300 176,866
Computer equipment
Cost 8,112,537 8,070,411
Less accumulated depreciation and impairment (8,077,244) {7,435,482)
Total computer equipment 35,293 634,929
Total tangble assets 500,175 1,990,725
Reconciliation of the movement in the Company's tangible assets at their carrying value
Furniture, fittngs Commumcation Computer Total
and leasehold equipment equipment
improvements
£ £ £ £
Balance at the begnning of the
financial year 1,178,930 176,866 634,929 1,990,725
Acguisttions 58,219 - 1,532 59,751
Disposals (79,135) - (4,001) (83,136)
Impairment charged (40,687) (82,272) - {122,959}
Foreign exchange movements (18,865) (941) (26,848) {46,654)
Depreciation expense (635,880) (91,353) (570,319) (1,297,552)
Balance at the end of the financial
year 462,582 2,300 35,293 500,175
Note 8 Fixed asset iInvestment
2013 2002
£ £
Investment at cost 1 1
Total investment in subsidiary 1 1
Name of investment Nature of Country of % ownership 2013 2012
business ncorporation £ £
Macquarne (Eurcpa) Nominee England and 100% 1 1
Nominees Limited company Wales
The Directors believe that the carmang value of the investmeant 1s supportad by its underying net asssts
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Notes to the financial statements (continued)
for the financial year ended 31 March 2013

2013 2012
£ £
Note 9 Deferred tax assets
The balance comprsas temporary differences attributable to
Other assets and liabilities 3,439,526 819,700
Fixed assets 1,861,307 2,035,042
Total deferred income tax assets 5,300,833 2,854,742
Reconcihiation of the Company’s movement in deferved tax assets
Balance at the beginning of the financial year 2,854,742 1,442,723
Tirming differences
Amounts credited to profit and loss 1,434,601 1,558,509
Adjustments to tax in respact of prior years 1,144,876 71,707
Amounts credited to reserves 97,084 19,698
Changs n tax rate (233,079) (251,203)
Changs n tax rate relating to reserves 2,609 13,308
Balance at the end of the financial year 5,300,833 2,854,742

The UK Government reduced the main rate of corporation tax from 26% to 24% from 1 Apnl 2012 and then from 24% to 23%
from 1 Aprl 2013 On 20 March 2013, the Government anncunced its intention to reduce the UK carporation tax rate to 21%
from 1 Aprl 2014 and 20% from 1 Apnl 2015, however this has not been substantively enacted

Defarred tax has been calculated at 23% (2012 24%), the rate substantively enacted at the balance sheet date However, had
the rate of 21% (proposed from 1 April 2014) been substantively enacted at the balance sheet date the deferred tax asset
would have been £461,000 lower { e £4,840,000), and had the 20% rate (proposed from 1 April 2015) been substantively
enacted the deferred tax asset would have been £692,000 lower (i e £4,609,000)

The company has unrecogrised daferred tax assets of £780,000 in relation to tax losses and £173,000 in relation to unrelieved
foreign tax credits These amounts have not been recognised due to uncertainty over their recoverability

Note 10 Debtors

Broking trade debtors 251,963,686 672,142,106
Amounts dua from other Macquane Group undertakings 71,382,815 109,774,867
Fees and other recewvables 8,135,006 9,432,432
Other trade debtors 5,235,695 1,268,602
VAT recoverable 1,344,034 1,769,957
Prepayment and cther debtors 1,098,606 1,382,745
Deferred employsee retentions 11,334 146,406
Taxation 2,377,609 5,408,237
Total debtors 341,548,785 801,323,352

Amounts owed from other Macquane Group undertakings are unsecured and have no fixed date of repayment The Company
derves interest on intercompany loans to group undertakings at market rates and at 31 March 2013 the rate applied ranged
between LIBOR plus 1 40% and LIBOR plus 3 96% (2012 between LIBOR plus 1 52% and LIBOR plus 2 68%);
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Notes to the financial statements (continued)
for the financial year ended 31 March 2013

2013 2012
£ £

Note 11. Current asset investment
Equity secunties 2,493,440 -
Total investment 2,493,440 -

During the year, the Company acquired 295,505 shares constituting 2 5% of the shares ssued of Firstaxtle AG The farr value of
the Investment approximates its camrying value

Note 12 Cash at bank and in hand

Cash at bank 21,608,680 26,673,603
Cash held with other Macquane Group undertaking 133,165 126,266
Cash in hand 224 224
Total cash at bank and in hand 21,742,069 26,800,083

Note 13 Creditors Amounts falling due within one year

Dus io brokers and customers' 254,949,508 728,684,326
Armounts due to other Macquane Group undertakings® 56,194,776 40,330,424
Trade creditors 13,298,192 2580477
Bank overdraft - 3,014,926
Other creditors 4,598,620 4,725,311
Total creditors 329,041,096 779,335,484

! Amounis due to brokers and customers are payable within three working days of the relevant trade date

2 amounts owed to other Macquane Group undertakings are unsecured and have no fixed date of repayment The Company
incurs interest on amounts owed to other Macquarie Group undertakings at market rates and at 31 March 2013 the rate applied
was LIBOR plus 3 96% (2012 LIBOR plus 3 02%)

Note 14 Creditors Amounts falling due after more than one year

Subordinated loan notes 10,000,000 10,000,000
Total credrtors 10,000,000 10,000,000

On i November 2007, the Company was granted a subordinated loan facility of £10,000,000 from Macquarie Capital Group
Limited Interest Is calculated on a daily basis at LIBOR plus 100 basis points The loan 1s perpetual, but may be redeemed after
five years from the date of inception, with the Company gving one month's notice to the Financial Conduct Authonty (“FCA™)
and with the approval of the FCA
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Notes to the financial statements (continued)
for the financial year ended 31 March 2013

2013 2012
£ N
Note 15 Prowvisions for habilities and charges
Prowision for employee entitiements 2,629,738 4,958,593
Restructunng provision 6,667,308 15,477,916
Total provisions 9,197,046 20,436,500
Reconchation of provisions
Employee  Restructuning Total
provision provision
£ £ I
Balance at the beginring of the financial year 4,958,593 15,477,916 20,436,509
Provisions made during the year 1,271,247 2,327,921 3,589,168
Provisions used dunng the year {2,385,124) {11,078,499)  {13,463,623}
Transfors to related body corporate entities (265,453) - (265,453)
Provisions reversed dunng the year (992,720) - (992,720)
Foreign exchange movements {56,805) {60,030) (116,835}
Balance at the end of the financial year 2,529,738 6,667,308 9,197,046

A provision of £923,322 (2012 £2,368,014) has been made in relation to bonuses payable to staff employed by the Company

A provision of £15,477,916 was been recognised in relation to the restructure of the Structured Products and Exotics businass
in 2012 As at 31 March 2013, the remaining provision 1s £6,6867,308 which 1s expected to be utiised over the next 2 years

Note 16 Share capital and share premium

2013 2012 2013 2012
Number of Number of

shares shares £ £
Ordinary share capita!
Opening balance of fully paid ordinary shares 60,901,000 35,901,000 60,901,000 35,901,000
Issue of 10,000,000 ordinary shares on 28 September
2011 at £1 per share - 10,000,000 - 10,000,000
Issue of 15,000,000 ordinary shares on 24 February
2012 at £1 per share - 15,000,000 - 15,000,000
Issue of 10,000,000 ordinary shares on 31 October
2012 at £1 per share 13,000,000 - 10,000,000 -
Issue of 10,000,000 ordinary shares on 27 March 2013
at £1 per share 10,000,000 - 10,000,000
Closing balance of fully paid ordinary shares 80,901,000 60,801,000 80,901,000 60,901,000
Share premum account
Opening balance of share premum 4,999,000 4,999,000
Closing balance of share prermum account 4,999,000 4,999,000
Equity contnbution from ulimate parent entity
Opening balance of equity contnbution from ultimate parent entity 1,801,040 1,790,928
Additional equity coninbution from the ultimate parent entity 6,007 10,112
Closing balance of equity contnbution from ultimate
parent entity 1,807,047 1,801,040
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2013 2012
£ £

Note 17 Reserves and profit and loss account
Reserves
Foreign currency translation reserve
Balance at the beginning of the financial year (240,524) (619,097)
Currency translaiion differences ansing dunng the
financial year, net of tax (949,871) 278,573
Balance at the end of the financial year {1,190,395) (240,524)

Exchange differences ansing from the translation of the Company's foreign branches, which have local currencies other than
sterhng, are taken to the foreign currency translation reserve

Retirement benefit reserve

Balance at the beginning of the financial year 505,682 548,440
Actuanal loss on pension schemes (404,524) (75,763)
Deferred tax associated with actuanal loss 226,377 33,005
Balance at the end of the financial year 327,535 505,682
Total reserves (862,860} 265,158

Profit and loss account

Balance at the beginning of the financial year (40,863,666) (14,390,775)
Loss atinbutable to ordinary equity holders of Macquane

Capital (Europe) Limited (22,244,814) {26,472,891)
Balance at the end of the financial year {63,108,480) {40,863,668)
Total profit and loss account {63,108,480) {40,863,666)

Note 18 Reconcihation of shareholder funds

Balance at the beginning of the financial year 27,102,532 28,329,496
Capital contnbution from the ultimate parent 6,007 10,112
Movement in foreign currency translation reserve (949,871) 278,573
Loss far the year (22,244,814} (26,472,891}
Net movernent In retrement benefit reserve {178,147) (42,758)
Shares 1ssued dunng the year 20,000,000 25,000,000
Balance at the end of the financial year 23,735,707 27,102,532

Note 19 Related party information

As 100% of the voting nghts of the Company are controlled within the group headed by Macquane Group LUmited, incorporated
nt Australla, the Company has taken advantage of the exemption contasned n FRS 8 and has thersfore not disclosed
transactions or balances with entites which form part of the Macquane Group The consolidated financial statements of
Macquane Group Limited, wathin which the Company 1s included, can be obtained from the address gven in Note 27

Note 20 Directors’ remuneration

Dunng 2013 and 2012, all directors were employad by, and recewed all emoluments from, other Macquane Group
undertakings The Directors perform directors’ duttes for multiple entities in the Macquane Group, as well as therr employment
duties within Macquane Group businesses Consequently, allocating therr employment compensation across all these duties
would mean any amounts allocated to ther dutes for the Company would be an immatenal nominal amount Accordingly, no
separate remuneration has been disclosed
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Note 21 Employee equity participation

Macquane Group Employee Retained Equity Plan

In December 2009, Macquane Group Limited’s sharsholders approved the implementation of the Macquane Group Employee
Retaned Equity Plan {(MEREP) in conjunction with remuneration arrangements These arrangements included a decrease in the
portion of staff profit share pad in cash and an increase in the portion delvered as equity, an tncrease in the proportion of
deferred remuneration and cessation of new cption grants under the Macquane Group Employes Share Option Plan (MGESOP)

Award Types under the MEREP
Restncted Share Units (RSUs)

A RSU is a beneficial Interest in a Macquarnie share held on behalf of a MEREP participant by the plan trustes (Trustes) The
participant 1s entitled to receive dwdends on the share and dwect the Trustee how to exercise voting nghis in the share The
participant also has the nght to request the release of the share from the Trust, subject to the vesting and forfeiture prowisions of
the MEREP

Deferred Share Units (DSUs)

A DSU represents the nght to receve on exercise of the DSU either a share held In the Trust or a newly issued share (as
determined by Macquane Group Limited in its absoluts discretion) for no cash payment, subject to the vesting and forfeiture
provisions of the MEREP A MEREP participant holding a DSU has no nght or interest in any share until the DSU 1s exercised
Macquane Group Limited may issue shares to the Trustee or procure the Trustee to acquire shares en-markst for potental
future allocabions o holders of DSUs Generally DSUs will provide for cash payments in heu of dwvidends paid on Macquarie
Group Limited shares before the DSU 1s exercised Further, the number of shares underlying a DSU will be adjusted upon any
bonus i1ssue or other capital reconstruction of Macquane Group Limited in accordance with the ASX Listing Rules, so that the
holder of a DSU does not receve a benefit that holders generally of Macquane Group Limited shares do not receive These
provisions are intended to prowide the holders of DSUs, as far as possibla, with the same benefits and nsks as are provided to
holders of RSUs Howsvar, holders of DSUs will have no voting nghts as to any undsriying Macquane Greup Limited shares

The following 1s a summary of Awards which have been granted to employees of the Company pursuant to the MEREP

Number of RSU Number of RSU

Awards Awards

2013 2012

RSUs on i1ssue at the beginning of the financial year 7,212 21,683
Granted durnng the financial year - 4,099
Vested RSU awards withdrawn from the MEREP dunng the financial year (8,212) {56,093}
Transfers from/(to) related body corporate entities 11,458 (2,827}
Forfeited dunng the financial year - (9,550}
RSUs on 1ssue at the end of the financial year 10,458 7,212

RSUs vested and not withdrawn from the MEREP at the end of the

financial year - -
There were no RSU awards granted dunng the current or previous financial year The weighted average far value of the RSU
Awards granted dunng the pror financial year was AU$31 13
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Note 21 Employee equity participation {continued)

Number of DSU Number of DSU

Awards Awards

2013 2012

DSUs on i1ssue at the beginning of the financial year 163,333 80,613
Granted during the financial year 13,614 113,274
Transfers to related body corporate entities {19,876) (2,745)
Exercised dunng the financial year (57,120) (1,520
Forfeited dunng the financial year (43,075) (26,289)
DSUs on issue at the end of the financial year 56,876 163,333
DSUs exercisable at the end of the financial year 18,995 3176

The weighted average far value of the DSU Awards granted duning the financial year was AU$26 64 (2012 AU$33 75)

For the year ended 31 March 2013, compensation expense relating to the MEREP totalled £492,255 (2012 £48,479)

Participation in the MEREP 1s currently provided to the following Eligible Employsss

* Executive Directors with retained Directors’ Profit Share (DPS) from 2009 onwards, a propartion of which 1s allocated in the
form of MEREP awards (Retaned DPS Awards),

* Exacutive Directors with pre-2008 retained DPS (which they electad to transition into the MEREF),

» Staff other than Executive Directors with retaned profit share (Retained Profit Share Awards) and staff who are promoted to
Associate Director, Division Director ar Executive Director, who receve a fixed allocation of MEREP awards (Promotion Awards),

* New Macquarne Group staff whe commence at Associate Director, Division Director or Executive Director level are awarded a
fixed number of MEREP awards depending on level (New Hire Awards),and

« In limited cireumstances, Macquarie staff who may receive an equity grant instead of a remuneration or consideration payment
in cash Current examples include indwviduals who bacome employees of the Company on the acquisition of theirr employer by a
Macquarie Group entity or who receive an additional award at the time of joining Macguarie (also referred to below as New Hire
Awards)

Vesting penods are as follows

Award type Level Vesting
Retained profit share awards and Below Executive Director 1/3rd on or after each 1 July, in the 2nd, 3rd and
Promotion awards 4th year of grant’
Retained DPS awards representing Executiva Director 1/5th on or after each 1 July, in the 3rd, 4th, 5th,
2009 retention 6th and 7th following the year of grant®
Retaned DS awards for 2010 and all Designated Executive Director 1/5th on or after each 1 July in the 3rd, 4th, 5th,
ifuture years’ retention 6th and 7th year following the year of grant
Retaned DPS awards for 2010 and all  Non-Designated Executive Director 1/3rd on or after sach 1 July in the 3rd, 4th and
|future years' retention 5th year following the year of grant’
New hire awards All Director-level stafi 1/3rd on each of the first day of a staff trading
window on or after the 2nd, 3rd and 4th
anniversarnes of the date of allocation

'Vesting will acour on the first day of a staff trading window following 1 July of the specified year

2 Vesting will ocour on the first day of a staff trading window following 1 July of the specified year If an Executive Director as
been on leave without pay {excluding leave to which the Executive Director may be eligible under local laws) for 12 months or
more, the vesting period may be extended accordingty
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Note 21 Employee equity participation {continued)

In Imited cases, the Application Form for awards may set out a different vasting penod, In which case that penod will be the
vesting penad for the Award

For Retaned Profit Share Awards representing 2012 retention, the allocation pnce was the volume weighted average price of
the Shares acquired for the 2012 Purchase Penod, which was 7 May 2012 to 7 June 2012 (excluding the pricing penod ior the
Macquare Group Omdend Remnvestment Plan from 17 May to 23 May 2012 inclusive) That pnce was calculated to be
AUS26 97 (2012 AUS33 08}

The number of Awards granted was calculated by adjusting the employee’s relevant retained profit share amount, or retained
DPS, for any applicable on-costs, dwiding this amount by the applicable pnce outined above, and rounding down to the
nearast whole number The grant of Awards to Eligible Employees working in Australia 1s subjsct to payroll tax, calculated based
on the market value of shares on the Acquisition Data

Option Plan

Macquane Group Limited has suspendsd new offers under the Macquane Group Employes Share Option Plan (MGESOPR)
under remuneration arrangements which were the subject of shareholder approvals obtained at a General Mesting of Macquane
Group Limited i Decembar 2009 The last grant of Options under the MGESOP was on 8 December 2009 Currently
Macquare Group Limited does not expect to 1ssue any further Options under the MGESOP

Options now on 1ssué are all five year options over fully pad unissued ordinary shares in Macquane Group Limited and were
granted to individuals or the individual's controlled company or an entity approved under the MGESOP to hold options The

options were 1ssued for no consideration and were granted at prevailing market prices

At 31 March 2013 there were 4 (2012 8) participants of the MGESOP

The followang s a summary of options which have been granted to employess of the Company pursuant to the MGESCP

Weighted Waighted
average average
exercise exarcise

Number of prce Number of price

options 2013 options 2012
2013 AUS 2012 AUS

Outstanding at the beginning of the financial year 61,030 64 37 103,940 50 66
Forfeited dunng the financial year (52} 3239 (8.969) 3471
Exercised dunng the financial year {3,000} 32 39 - -
Transfers to related body corporate entities (4,600} 7299 {14,170} 52 93
Lapsed dunng the financial year (40,378) 69 22 (19,771} 6126
Outstanding at the end of the financial year 13,000 53 91 61,030 64 37
Exercisable at the end of the financial year 13,000 53 N 50,158 68 22

There were no options ssusd or exercised dunng the current financial year or previous ysar

All the options outstanding at the end of the financial year had an exercise pnce of AUSS3 91 (2012 AUS32 39 to AUS90 83)
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Notes to the financial statements (continued)
for the financial year ended 31 March 2013

Note 21 Employee equity participation {(continued)

Option Plan {continued)

The weighted average remaining contractual life for the share options outstanding as at 31 March 2013 1s 0 39 years (2012
0 96 years) The weighted average remaining contractuat life when analysed by exercise pnce range 15

Number of Remaning life Number of  Remaining hfe

options (years) options (years)

Exercise price range (AUS) 2013 2013 2012 2012
30 -40 - 000 11,000 156
50-60 13,000 039 21,800 139
70-80 - 000 6,430 040
80-90 - 0G0 11,000 052
90 -100 - 000 11,000 031
13,000 039 61,030 0986

There were no opttons 1ssued In the cumrent or pnor financial year
The market value of shares 1ssued dunng the year as a result of the exercise of these options was AU$100,752 (2012 AUSNI)

The market value of shares which would be issued from the exercise of the outstanding options at 31 March 2013 was
AUB482,950 (2012 AU$1.774,752) No unissued shares, other than those referred to above, are under option under the
MGESOP as at the date of this report

The cptons were measured at their grant dates based on therr far valus and the number expsected to vest This amount 15
recognised as an expense evenly over the respectve vesting periods and the equity provided s treated as a capital
contnbution

Options granted vest in three equal tranches after the second, third and fourth anniversanes of the date of allocation of the
options Subject to the MGESOP rules and Macquane Group Limited’s personal dealing policy, options can be exercised after
the vesting penod dunng an options exercise pencd up to expiry In indvidual cases, such as where an employee leaves with
Macquarie Group Limited’s agreement towards the end of a vesting penod, Macquane Group Umited's Executive Committes
has the power to wave the remainder of any vesting penod and allow exercise of some or all of the relevant options

For options granted to the members of Macquare Bank Limited and Macquane Group Limited's Executve Commitiee,
Exscutive Veiing Directors and other Executive Directors where the invitation to apply for the options was sent to the Executive
on or after 30 June 2006, In raspect of sach tranche of vested options, options will only be exercisable If Macquane Group
Limitad’s average annual return on ordinary equity for the three previous financial years s above the 65th (Executive Committes
and Executive Voting Directors) and 50th (other Executive Directors) percentiles, of the corresponding figures for all companies
In the then S&P/ASX 100 Index, with the conditions to be examined only upon vesting

Fully paid ordinary shares 1ssued on the exercise of opticns rank pan passu with all other fully paid Macquane Group Limited
ordinary shares then on 1ssus

The options do not confer any nght to directly participate in any share 1ssue or interast iIssue by Macquane Group bimited or any
other body comporate or scheme and carry no dwidend or voting nghts The options include terms that prowide for the
adjustment of the number of options, the exercise pnce and/or the number of sharas to be 1ssued on the exercise of options, In
the following circumstances

* an issue of new shares by way of capitaisation of profits or reserves,

* an (ssue to holders of shares of nghts (pro-rata wath existing shareholdings) to subsenbe for further shares,

* a pro-rata bonus 1ssue,

* a subdvision, consolidation, cancellation or return of caprtal,

* other reorganisations
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Notes to the financial statements (continued)
for the financial year ended 31 March 2013

Note 21 Employee equity participation (continued)

Option Plan (continued)
These terms are consistent with the ASX Listing Rules for the adjustment of options in these circumsiances which are intended

to ensure that these types of transactions do net result In erther a dilution of optien holders' interest or an advantage to coption
holders which holders of ordinary shares do not receive
For the year ended 31 March 2013, compensation expense relating to the MGESOP totalled £6,170 (2012 £11,000)

Note 22 Contingent habilities and assets

The Company has no commitments or contingent assets/habilities which are indivdually matenal or a category of commitments
or contingent habilities which are matenal

Note 23 Lease commitments

The Company has entered Into lease agreements for office space and vehicles which are accounted for as operating leases At
31 March 2013, future lease payments under the operating leases are as follows

2013 2012
£ £

Non-cancellable operating leases expiring
Not later than one year 1,769,268 243,076
Later than one year and not later than twe years 705 888,432
Later than two year and not later than five years 38,391 2,344,965
Total operating lease commitments 1,808,364 3,456,473

Total operating lease commitments includes £1,800,268 in relation to leases over land and buildings (2012 £3,428,059)
Note 24 Segmental reporting

The Company was a wholly owned subsidiary within the Macguane Group throughout the year and 1s included in the
consolidated financial statements of Macquarie Group Luimited, which are publicly avalable Consequently, the Company has
taken advantage of the exemption from preparing a segmental reporting note under the terms of SSAP 25

Note 25 Cash Flow Statement

The Company was a wholly cwned subsidiary within the Macquane Group throughout the year and s included in the
consolidated financial staternents of Macquane Group Limited, which are publicly avalable Consequently, the Company has
taken advantage of the exemption from preparing a cash flow statement under the terms of FRS 1 {revised 1996)
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Notes to the financial statements {(continued)
for the financial year ended 31 March 2013

Note 26. Employee Information

The average number of persons employed by the Company dunng the year calculated on a monthly basis was

Number of Number of
employees employses
2013 2012

By activity
Advisory and sales 54 128
Administration and support services 36 75
Total employees 90 204

The figures above include persons employed by the Gompany and seconded to other entities within the Macquane Group
Note 27. Ultimate Parent Undertaking

At 31 March 2013, the immediate parent undertaking of the Company 1s Macquane Group Holdings (UK) No 1 Limited

The ultmate parent undertaking and contreling party of the Company 1s Macguarne Group Limited The largest group to
consolidate these financial statemeants is Macquarne Group Limited, a company Incorporated in Australla The smallest group to
consolidate these financial statements 1s Macquane Financial Heldings Limited, a company incorporated in Australia  Copies of
the consoldated financial statemants for Macquane Group Limited and Macquane Financial Holdings Limited can be obtained
from the Company Secretary, Level 7, No 1 Martin Place, Sydney, Naw South Wales, 2000, Austraha

Note 28 Pension commitments

The most recent actuanal valuations of the Macquane Capital {Europs) Limited defined bensfit pension plan was at 31 March
2013 The valuation of the plan used the projected unit credit actuanat cost method and was camed out by actuanes of Mercer
Limited The principal assumptions for the plan made by the actuanes wers as follows

2013 2012

% %

Discount rates 315 314
Expected rate of return on assets 136 156
Rate of Increase in salanes 0 66 076
Inflation assumptions 134 124

The mortalty assumptions used in the valuation of the defined benefit pension liabilites of the Swiss and German plans at 31
March 2013 are summansed In the table below These are based on the BVG 2010 actuanal tables

Switzerand Switzerand Germany Germany
2013 2012 2013 2012
Longewity at age 65 - current
Man 2308 17 90 18 57 18 43
Women 25 52 2098 22 66 2252
Longewity at age 65 — future
Men 2129 17 90 21 90 2177
Waomen 2376 2098 25 82 25 70

Macquane Capital (Europe) Limited 2013 Financial Statements 28




Macquarie Capital (Europe) Limited

Notes to the financial statements {(continued)
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Note 28. Pension commitments (continued)

Plan assets and rates of return were as follows

Long-term rate Value at 31 Long-term rate Value at 31
of retum March 2013 of retumn March 2012
expected 31 axpacted 31
March 2013 March 2012
% £ % £
Cash 242 2,643,656 17 3,705,845
Equity 40 96,923 70 83,906
Dabt Secunties 40 441,536 31 382,237
Total market value of assets 3,182,115 4,171,988
Present value of plan liabities {3,300,746) {4,096,338)
Net (deficit)/surplus of the plan (118,631) 75,650
Related deferrad tax 28,471 (19,688}
Net pension plan {hability)/asset (90,160) 55,981
Reconciliation of present value of scheme habilihies
2013 2012
£ £
Batance at the beginning of the financial year 4,096,338 4,027,157
Current service cost 154,896 646,969
Interest cost 93,644 130,857
Contributions by plan participants 62,295 190,097
Foreign currency exchange rate movements (3,795) 1,964
Prermiums paid {25,060) (76,956}
Benefits receved/(paid) from the plan 49,498 (827,123}
Actuanal gain 443,816 72,636
Curtaiments (150,427) {69,363)
Settlements {1,420,459) -
Balance at the end of the financial year 3,300,746 4,096,338
Reconciliation of farr value of scheme assets
Balance at the beginning of the financial year 4,171,988 3,870,709
Expected return on scheme assets 53,151 78,539
Actuanal gains/{losses) 39,292 3.127)
Foreign currency exchange rate movements (10,956) (10,861)
Premiums paid (25,060) (76,956}
Contnbutions paid by participants 62,295 190,097
Benefits paid from the plan 49,498 (827,123)
Contributions paid by employer 262,366 950,710
Settlernents {1,420,459) -
Balance at the end of the financial year 3,182,115 4,171,988

The expected retum on scheme assets 15 determined by considenng the expected retums available on the assets based on the

current investment policy

The actual return on the scheme assets in the year was £92,443 (2012 £81,119)
It 15 estimated that in the year to 31 March 2014, the Company will make additional contnbutions {o scheme of £72,884

Macquane Capital (Europe) Limited 2013 Financia! Statements

29



Macquarie Capital (Europe}) Limited
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Note 28 Pension commitments (continued}

Amounts recognised tn the profit or loss account are as follows

2013 2012
e g
Current service cost 154,896 648,969
Expected return on pension scheme assets (53,151) (78,539)
Interest on pension scheme liabilities 93,644 130,957
Gain associated with curtalment (150,427) {69,363)
Total charge 44,962 630,024
The current service cost 1S included within administration expense category in the profit or loss statement
Experence adjustments in plan assets 39,292 (3,127)
Expenence adjustments in plan liabilities (443,816) {72,636)
Total actuanal gain recognised in statement of total recognised gains and losses (404,524) (75,763)

Note 29. Events after the Reporting Year

There were no maternial events subsequent to 31 March 2013 that have not been reflected In the financial statements
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