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BNY Mellon Capital Markets EMEA Limited

Directors’ report
The directors present their report and financial statements for the year ended 31 December 2012

Principal activitres

The principal activity of BNY Mellon Capital Markets EMEA Limited (the ‘Company’ ) 1s to act as a
UK based broker dealer serving clients in Europe, the Middle East, Africa and Asia Pacific regions

The Company s authorised by the Financial Conduct Authority (“FCA”™) following the separation of
the Financial Services Authonty ( ‘FSA™) into the separate regulatory authorities on b Apnl 2013 All
the Company’s activities during the year were regulated and conducted within the scope of permissions
granted to the Company by the FSA The principal activity of the Company was previously distribution
of securimes on behalf of BNY Capital Markets LLC, another group company

Results and dividends

The loss for the year amounted to £3,000 (2011 loss of £79,000)

The directors do not recommend a dividend for the year ended 31 December 2012 (2011 £ml)

Business review

The Company’s key financial and other performance indicators during the year were as follows

2012  Restated Change

2011

{Note 1)
£000 £000 %
Turnover - - -
Administrative expenses 45 27 67
Net assets 12,536 12,539 -

During 2012 the Company earned no revenue and incurred some nominal expenses in connection with
its application to commence business as a limited licence broker-dealer

In advance of the commencement of the Company’s new principal activity, a review of the pnmary
economic environment 1 which the Company will operate and generate net cash-flows was
undertaken Pounds Sterling was 1dentified as the approprniate functional currency for the Company in
accordance with relevant accounting standards As a result, with effect from 1 January 2012 the
functional currency of the Company changed from US Dollars to Pounds Sterling At the transitional
date, the comparatives 1n the profit and loss account and balance sheet have been represented using
Pounds Sterling as the reporting currency at the closing rate at 31 December 2011 (GBP 1 54475/USD
1) All future financial statements will be prepared in Pounds Sterling

Future developments
The directors will develop the Company’s new business as a limited licence broker dealer during 2013

Governance and policies

Policies and procedures are in place to ensure adequate governance and risk management of the
Company’s business Governance of the Company 1s carried out through regular meetings of the Board
of Directors (“the Board™) and the Company’s Operating Committee The Board 1s responsible for the
success and development of the Company’s business under an appropriate nsk management

Key committees are in place to oversee the risk management function and to ensure adequate risk
management and controls are established for BNY Mellon Group entities, including the Company The
key committees include



BNY Mellon Capital Markets EMEA Limited

Directors’ report — continued

Governance and policies - continued

»  Asset Liability Management Commttee ( ‘ALCO”),
»  Credit Portfolio Management Committee,

+  Market Risk Committee, and

»  Operational & Technology Risk Commuttee

The Company 1s a part of BNY Mellon’s EMEA Region (Europe, Middle East, and Africa) and key
EMEA oversight committees in addition to the Group BNY Mellon Global Risk Management
Framework include

+ The EMEA Semor Risk Management Commuttee, which consists of representatives from risk
committees across EMEA legal entities, business groups and countries, and 1s a pomnt of
convergence for the risk committees The Commuttee’s main purpose 15 to receive, review and
discuss risk and comphance matters relevant to EMEA legal entities and business groups, and to
assess the regional impact,

»+ The BNYM EMEA Risk and Compliance Committee, the focus of which 1s to exercise
responsibility and provide mdependent oversight for policies, processes and controls relating to all
aspects of nisk and compliance for the EMEA Region, and

*  The EMEA Asset & Liability Commuttee (“EMEA ALCO™) which has oversight responsibility for
balance sheet liquidity management of branches of BNY Mellon Corporation in the EMEA Region
n addition to EMEA legal entities and 1s responsible for the efficient and effective functroning of
local country asset and lrability committees or branch hquidity committees in the EMEA Region

Risk management process

As part of the application to the FSA on the new regulated activity, the Company submitted a document
detailing 1ts Internal Capital Adequacy Assessment Process (“ICAAP”), which provides an on-going
assessment of the risks to which the Company 1s exposed The Company's risk management and risk

appetite frameworks describe how these risks are identified and managed

The Board sets the strategy and policies for the management of these risks and 1s responsible for risk
identification, management and monitoring

Risk management framework

The Company’s risk management framework provides an integrated forward-looking nsk assessment,
management mformation reporting, risk appetite and capital adequacy process consistency

The Board adopts a prudent appetite to all elements of risk to which the Company 1s exposed The
business activities will continue to be managed and controlled in a manner consistent with the Board’s
stated tolerance using defined quantitative and qualitative measurements

Financial risks and other principal risks relevant to the Company are discussed below

Credit risk

Credit nsk covers default nisk from counterparties or clients for deposits and secunities, and other assets
where realisation of the value of the asset 1s dependent on counterparties ability to perform



BNY Mellon Capital Markets EMEA Limited

Directors’ report — continued
Governance and policies - continued
Marhet risk

Market risk 1s the risk of loss due to adverse changes in the financial markets Market risk arises from
foreign exchange exposure in respect of revenue, expenses, deposits and borrowings, and nterest rate
exposure on cash balances, deposits and borrowings

Operational risk

Operational risk 1s the risk of loss resulting from madequate or failed nternal processes, people, and
systems or from external events ncluding the potential for loss that arises from problems with
operational processing, human error or amission breaches n internal controls, fraud, and unforeseen
catastrophes

Lrgudity risk

Liquidity nisk 1s the nisk that a firm, although balance sheet solvent, cannot mamntain or generate
suffictent cash resources to meet its payment obligattons in full as they fall due, or can only do so at
matenally disadvantageous terms

Busmess risk

Business risk includes risk to a firm arising from changes n its business, including the nisk that the firm
may not be able to carry out 1ts business plan and 1ts desired strategy

Compliance risk

Compliance risk covers the risk relating to earnings or capital from violation, or non-conformance with
laws, rules, regulations, prescribed practices or ethical standards which may, m turn, expose the firm
and its executors to fines, payment of damages, the voiding of contracts and damaged reputation

Capital Management

The Company 15 regulated by the FSA As at 31 December 2012 the Company was a €50k Limited
Activity firm, this was modified on 22 January 2013 to €730k BIPRU Full Scope Firm Capital and
other financial returns are prepared and submutted to the regulator on a monthly basis At 31 December
2012, regulatory capital as reflected within the Company’s regulatory returns amounted to £12,579,000
(2011 £12,569,000)




BNY Mellon Capital Markets EMEA Limited

Directors’ report — continued
Directors

The durectors who served during the year and up to the date of the report were as follows

Appointment Resignation
I Gass 16 October 2012 -
J M Johnston - -
J McEleney 16 October 2012 -
C Mose 16 October 2012 -
J Roy - -

Directors’ mdemnity provisions

The articles of association of the Company provide that n certain circumstances the directors are
entitled to be indemnified out of the assets of the Company agamst claims from third parties in respect
of certain habihities arising 1n connection with the performance of their functions, in accordance with
the provisions of the Companies Act 2006 Indemmty provisions of this nature have been 1n place
durtng the year but have not been utilised by the directors (2011 £ml)

Post balance sheet events
There are no sigmificant post balance sheet events
Disclosure 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 1s no relevant audit information of which the Company’s auditor 15 unaware, and
each director has taken all the steps that he or she ought to have taken as a director to make himself or
herself aware of any relevant audit information and to establish that the Company’s auditor 1s aware of
that information

Auditor

Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and
KPMG Audit Plc will therefore continue 1n office

By order of the Board

C T

P ————

Director Jow® JohnrSon

BNY Mellon Capital Markets EMEA Limuted
One Canada Square

London

El14 5AL

1g April 2013

Registered number 03766757




BNY Mellon Capital Markets EMEA Limited

Statement of directors’ responsibihties 1n respect of the Directors’ report and the financal
statements

The directors are responsible for preparing the Directors™ report and the financial statements n
accordance with applicable law and regulations

Company law requires the directors to prepare financial statemenis for each financial year Under that
law they have elected to prepare the financial statements in accordance with UK Accounting Standards
and applicable law (UK Generally Accepted Accounting Practice)

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 period In preparing these financial statements, the directors are required to

¢ select suitable accounting policies and then apply them consistently,
* make judgments and estimates that are reasonable and prudent,

e state whether applicable UK Accounting Standards have been followed, subject to any
material departures disclosed and explained in the financial statements, and

e prepare the financial statements on the gomg concern basis unless 1t 15 nappropriate to
presume that the Company will continue in business

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Company’s transactions and disclose with reasonable accuracy at any tume the financial
position of the Company and enable them to ensure that the financial statements comply with the
Comparues Act 2006 They have general responsibihity 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 nregulanties




BNY Mellon Capital Markets EMEA Limited

Independent auditor’s report to the members of BNY Mellon Capital Markets EMEA Limited

We have audited the financial statements of BNY Mellon Capital Markets EMEA Limuted for the year ended 31
December 2012 set out on pages 9 fo 16 The financial reporting framework that has been applied n their
preparation is apphicable law and UK Accounting Standards (UK Generally Accepted Accounting Practice)

This report 15 made solely to the Company s members as a body 1n accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the Company s members those
matters we are required 1o state to them wn an auditor s report and for no other purpose To the fullest extent
permitted by law we do not accept or assume responsibility to anyone other than the Company and the Company s
members as a body for our audit work, for this report, or for the opimons we have formed

Respective responsibihities of directors and auditor

As explained more fully in the Directors” Responsibthities Statement set out on page 7, the directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and farr view Qur
responsibility 1s to audit, and express an opinion on, the financial statements in accordance with applicable law and
International Standards on Audiing (UK and Ireland} These standards require us to comply with the Auditing
Practices Board’s (APB s) Ethical Standards for Auditors

Scope of the audit of the financial statements

A descriptton of the scope of an audit of financial statements 1s provided on the Financial Reporting Council’s
web-site at www fre org uk/auditscopeukprivate

Opinion on financial statements
In our opinton the financral statements

e« pive a true and fair view of the state of the Company’s affairs as at 31 December 2012 and of uts loss for
the year then ended,

«  have been properly prepared in accordance with UK Generally Accepted Accounting Practice, and

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

Opimion on other matter prescribed by the Companies Act 2006

In our opmion the information given in the Dhrectors’ 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 1f, in our opimion

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

*  the financial statements are not 10 agreement with the accounting records and retums or
o 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

elonodl Sk g

Richard Scott-Hopkins (Senior Statutory Auditor)
for and on behalf of KPMG Audit Ple, Statutory Auditor
Chartered Accountants

15 Canada Square
London
El4 5GL

| & apri 2013




BNY Mellon Capital Markets EMEA Limited

Profit and loss account
For the year ended 31 December 2012

Turnover
Administrative expenses
Operating loss

Interest receivable and similar income
Interest payable and similar charges

Loss on ordinary activities before taxation

Taxation on loss on ordinary activities

Loss for the financial year

Notes 1 to 14 are mtegral to these financial statements

Notes

Restated
2012 2011
(Note 1)
£000 £000
(45—) (2';)
45 27)
42 |
- 57
3 (83)
- 4
(3 (79

The Company has not prepared a separate statement of total recognised gamns and losses as all gains

and losses are reflected 1n the profit and loss account above




BNY Mellon Capital Markets EMEA Limited

Balance sheet
At 31 December 2012

Current assets
Debtors
Cash at bank and in hand

Total assets

Creditors amounts falling due within one year
Net assets

Capital and reserves

Called up share capital

Profit and loss account
Shareholders’ funds

Notes | to 14 are integral to these financial statements

Notes

o0

10

1l
12
12

2012 Restated
201t

(Note 1)

£000 £000
4 -
12,539 12,553
12,543 12,553
N (14)
12,536 12,539
10,228 10,228
2,308 2,311
12,536 12,539

The financial statements were approved by the Board of Directors and were signed on its behalf by

———_—.—-—-’

—
Director SOWN I rnts A

1§ Apnil 2013

10




BNY Mellon Capital Markets EMEA Limited

Notes to the financial statements
At 31 December 2012

1. Accounting policies

The following accounting polictes have been applied consistently in dealing with items which are
considered material n relation to the financial statements

The followmg amendments to standards have been adopted n these financial statements for the first
time and have not had a material impact

s The Companies (Phsclosure of Auditor Remuneration and Liabihty Limitation Agreements)
(Amendment) Regulations 2012 (mandatory for periods starting on/after | October 2011)

s The Compames (Accounts and Audit Exemptions and Change of Accounting Framework)
Regulations 2012 (mandatory for pertods starting on/after 1 October 2011)

Basis of preparation

The financial statements have been prepared on the going concern basis i accordance with applicable
UK accounting standards and under the historical cost accounting rules

Functional currency

With effect from 1 January 2012 the functional currency of the Company changed from US Dollars to
Pounds Sterhing, therefore all future financial statements will be prepared i Pounds Sterhng At the
transitional date, the comparatives in the profit and loss account and balance sheet have been
represented using GBP as the reporting currency at the closing rate at 31 December 2011 (GBP
1 54475/USD 1)

Reluated party transactions

As the Company ts a wholly owned indirect subsidiary of the ultimate parent company, The Bank of
New York Mellon Corporation, 1t has taken advantage of the exemption contamned in FRS 8 and has
therefore not disclosed transactions or balances with entities which form part of the Group

Cash flow stfatement

The Company 1s a wholly owned indirect subsidiary of the ultimate parent company, The Bank of New
York Mellon Corporation, and 1s mncluded i the consohdated financial statements of that company,
which are publicly available Consequently, the Company has taken advantage of the exemption from
preparing a cash flow statement under the terms of FRS 1 (revised 1996)

Going concern

The Company’s business activities, together with the factors hkely to affect its future development,
performance and position are set out n the Directors’ report on page 3 In addition, the Directors’
report includes the Company’s objectives, policies and processes for managing 1ts capital, #ts financial
risk management objectives and its exposures to credit and liqudity rnisk

The directors perform an annual going concern assessment that considers, under a stress test scenario,
the Company’s ability to meet 1ts forecast financial obligations as they fall due, for a period of at least
twelve months after the date that the financial statements are signed The Company has adequate
liquidity and capital, and appropriate cash flow management As a consequence, the directors believe
that the Company 1s well placed to manage 1ts business risks successfully despite the current uncertain
economic outlook

11




BNY Mellon Capital Markets EMEA Limited

Notes to the financial statements — continued
At 31 December 2012

1. Accounting policies- continued

Gomng concern - contfuued

Based on the above assessment of the Company’s financial position, hquidity and capital, the directors
have concluded that there are no material uncertainties related to events or conditions that may cast
significant doubt about the ability of the Company to continue as a going concern for the foreseeable
future (for a period of at least twelve months after the date that the financial statements are signed)
Accordingly, they continue to adopt the going concern basis of accounting 1n preparing the annual
financial statements

Turnover

Turnover, which 15 stated net of value added tax, 1s accrued over the basis for which these services are
provided

Segmental reporting

A segment 15 a distingtushable component of the Company which 1s specific to either the type of
product or service (busmess segment), or to products and services provided within a particular
economic environment (geographical segment), where the risks and rewards are different from those of
other segments

Currently the directors consider that the Company's services comprise one business segment (being the
provision of broker dealer services) and that it operates in the UK market which is not geographically
segmented

Interest, fees and commission
Interest, fees and commission, both income and expense, are recognised on an accruals basis

Foreign currencies

Transactions n foreign currencies are recorded using the rate of exchange ruling at the date of the
transaction Monetary assets and hiabilities denominated 1n foreign currencies are translated using the
contracted rate or the rate of exchange ruling at the balance sheet date and the gains or losses on
translation are included in the profit and loss account

Taxation

Income tax comprises current tax and deferred tax Income tax 1s recognised mn the profit and loss
account except to the extent that it relates to items recognised directly m the statement of total
recognised gans and losses, in which case 1t 1s recogmised directly in the statement of total recognised
gains and losses Current tax 15 the tax expected to be payable on the taxable profit for the year,
calculated using tax rates enacted or substantively enacted by the balance sheet date, and any
adjustment to tax payable 1n respect of previous years Current tax assets and habihties are offset when
the Company ntends to settle on a net basis and the legal nght to offset exists

Deferred tax 1s recogmsed without discounting on timing differences between treatment of certain
items for taxation and accounting purposes Deferred tax habihties are generally recogmised and
deferred tax assets are recognised to the extent that 1t 1s probable that they will be recoverable Deferred
tax 1s calculated using the tax rates expected to apply in the periods in which the assets will be realised
or the habilities settled, based on tax rates and laws enacted, or substantively enacted, by the balance
sheet date Deferred tax assets and habilities are offset when they arise in the same tax reporting group
and relate 1o income taxes levied by the same taxation authority, and when a legal right to offset exists
n the entity

12



BNY Mellon Capital Markets EMEA Limited

Notes to the financial statements — continued
At 31 December 2012

1. Accounting policies- continued
Dividends
Dividends are recogmsed as a hability at the date that they are declared, to the extent that they are

declared prior to the year end Unpaid dividends that do not meet these critena are disclosed in the
notes to the financial statements

2. Notes to the prefit and loss account

Loss on ordinary activities before taxation 1s stated after charging

2012 Restated

20t1
{Note 1}
£000 £000

Auditor’s remuneration
Audit of these financial statements pursuant to legislation 8 8
Other services pursuant to such legislation 5 4
13 12

3. Staff costs

The Company had no employees during the year ended 31 December 2012 (2011 ml)

4, Directors’ emoluments

The directors did not recerve any remuneration for their services in respect of the Company (2011
£ml)

S. Interest receivable and similar income
2012 Restated
2011
(Note 1)
£000 £000
Receivable from group undertakings 42 1
42 1

6. Interest payable and similar charges

2012 Restated
2011
(Note 1)
£000 £000
Net foreign exchange losses - 57
- ¢

i3




BNY Mellon Capital Markets EMEA Limited

Notes to the financial statements — continued

At 31 December 2012
7. Taxation
2012 Restated
2011
(Note 1)
Analysis of charge in period £000 £000
Taxation 15 based on loss before tax for the year and comprises
Current corporation tax credit for the year at 24 5% (2011 26 5%) - -
Adjustment in respect of prior periods - 4
Taxation on loss on ordinary activities - {4)

Factors affecting the tax charge for the current period

The current corporation tax charge for the year 1s higher than (2011 higher) the standard rate for the
year for the reasons set out n the following reconciliation

2012 Restated

2011
(Note 1)
£000 £000
Loss on ordinary activities before tax {3) (83)
Tax credit on loss on ordinary activities at standard rate 24 5% (2011 H (22)
26 5%)
Factors affecting tax credit
- Utihisation of tax Josses - 17
- Losses surrendered to group entities 1 -
- Adjustments n respect of prior periods - 9
Current corporation tax credit for year - (4}

Factors that may affect future current and total tax charges

The UK government had announced that the main rate of corporation tax for the year beginning 1 April
2012 would be reduced from 26% to 24% to be followed by further 1% reductions per annum to 22%
for the year beginning 1 April 2014 The reduction m the corporate tax rate to 24% was substantively
enacted in March 2012 and this results in a weighted average tax rate of 24 5% for 2012 (2011 26 5%)
The reduction to 23% was enacted through the 2012 Finance Act in July 2012 In the 2013 Budget the
Chancellor confirmed the announcement made i the 2012 Autumn statement that the mam rate of
corporation tax will reduce to 21% 1 April 2014 In addition the Chancellor announced a further
reduction to the main rate of corporation tax to 20% from Apnl 2015 which s not expected to be
material These changes are expected to be enacted through the Finance Act 2013

8. Debtors
Restated
2012 2011
(Note 1)
£000 £000
Taxation 4 -
Other debtors - -

14



BNY Mellon Capital Markets EMEA Limited

Notes to the financial statements — continued
At 31 December 2012

9. Cash at bank and in hand
2012
£000
Cash at bank 12,539

Restated
2011
(Note 1)
£000

12,553

Cash at bank ncluded £11,539,000 (2011 £12,553,000) of funds on deposit with a UK regulated

banking entity within the BNY Mellon group

10. Creditors: amounts falling due within one year
2012 Restated
2011
(Note 1)
£000 £000
Taxation - 2
Other creditors 7 12
7 14
11. Called up share capital
2012 Restated
2011
(Note 1)
£ £
Authorised, allotted, called up and fully paid
2 ordinary shares of £1 each (2011 2) 2 2
15,750,000 ordmary shares of $1 each (2011 15,750,000) 10,227,937 10,227,937
10,227,939 10,227,939

The £ and $ ordinary shares are separate classes of shares but rank par1 passu 1n all respects

15




BNY Mellon Capital Markets EMEA Limited

Notes to the financial statements — continued
At 31 December 2012

12. Movement in reserves
Called up share Profit and loss Total
capital account
2012 £000 £000 £000
Restated balance at i Januvary 10,228 2,311 12,539
Loss for the financial year - 3) (3)
At 31 December 10,228 2,308 12,536
Restated (Note 1) Called up share Profit and loss Total
capital account
2011 £000 £000 £000
Restated balance at 1 January 10,228 2,390 12,618
Restated loss for the financial year - {79) {(79)
Restated balance at 31 December 10,228 2,311 12,539
13. Transactions involving directors and officers

At 31 December 2012 there were no leans and other transactions made to directors and officers of the
Company (2011 £ml)

14. Parent Company

The immediate parent of the Company 1s BNY International Financing Corporation incorporated m the
United States of America

The largest group 1n which the results of the Company are consohidated 1s that headed The Bank of
New York Mellon Corporatton, incorporated in the United States of America The smallest group n
which they are consolidated 1s that headed by BNY International Financing Corporation incorporated
in the United States of America

The ultimate parent company as at 31 December 2012 was The Bank of New York Mellon
Corporation, mcorporated in the United States of America The consolidated accounts of the ultimate
parent company may be obtained from

The Secretary

The Bank of New York Mellon Corporation
One Wall Street

New York, NY

10286

USA
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