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BNY Melon Services Limited

Directors’ report
The directors present their report and financial statements for the year ended 31 December 2010
Principal activities

The principal activity of BNY Mellon Services Limited (the “Company™) 1s distributing debt secunties
on behalf of BNY Capital Markets LLC, another group company

The Company 1s authorised and regulated by the Financial Services Authority (“FSA™) pursvant to the
Financial Services & Markets Act 2000

All of the Company’s activities during the year are regulated and conducted within the scope of
permissions granted to the Company by the FSA

Results and dividends
The profit for the year amounted to $152,000 (2009 loss of $33,000)

No intenm dividend was paid during the year (2009 $ml) The directors do not recommend a final
dividend for the year ended 31 December 2010 (2009 Smul)

Business review

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

2010 2009 Change

$000 $000 %
Turnover 29 16 81
Administrative expenses 19 150 87
Net assets 19,416 19,264 i

During the year the Company earned a small amount of operating mcome for a single transaction
undertaken with another group entity, and incurred some nominal operating expenses

Future developments
The directors are currently considering a new broker-dealer business to conduct through this entity, and

are applying for the relevant FSA permussions It 1s anticipated that this broker-dealer business will be
the new principal activity of this company




BNY Mellon Services Limited

Directors’ report — continued
Risk management

The Company 1s a BIPRU hmited lhicence firm and is regulated by the FSA Capntal and other financial
returns are prepared and submutted to the regulator on a quarterly basis At 31 December 2010,
regulatory capital as reflected within the Company’s regulatory returns amounted to $19,264,000
(2009 £19,251,000)

Governance and policies

Policies and procedures are mn place to govern and manage the business, which are common to all BNY
Mellon entities Switable policies and procedures have been adopted by the Company 1n order to ensure
an appropriate level of risk management 1s directed at the relevant element of the business

Risk management and oversight of the Group begins with the Board of Directors and two key Board
committees the Risk Commuttee and the Audit Committee

The Risk Committee of BNY Mellon Group assists the Board of Directors m fulfilling 1ts oversight
responsibilities with regard to (a) the nisks inherent i the business of the Corporation and the control
processes with respect to such risks, (b) the assessment and review of credit, market, fiduciary,
liquidity, reputational, operational, fraud, strategic, technology, data-secunity and business-continuity
risks, {c) the nsk management activities of the Corporation and 1its subsicharies, and (d) fiduciary
activities of the Corporation's subsidiaries

The key regronal oversight commuttees build on the Global Risk Management Framework, adapting
policies and procedures for local applhication

BNY Mellon’s Europe, Middle East, and Africa (EMEA) business activities are conducted through a
network of legal entities and lines of business There 1s an appropnate structure 1n place to oversee and
implement the strategy and management of the lines of business in the Company. Strategic direction as
well as day to day management of the business occurs within the lines of business, whilst the Board of
Directors have overall responsibitity for overseeing the Group

The Governance Committees 1n the EMEA region compnse lime of business senior management and
regional executives The Board of Directors of the Company are represented on each of the key
regional commuttees

¢ EMEA Executive Committee (EEC)

* EMEA Semor Risk Management Committee, the delegated body of the EEC which provides
independent oversight of policies, processes and controls relating to all aspects of nisks and
comphance covered by the four EMEA sub-commuttees

EMEA Asset Liabihty Commuttee

EMEA Rusk and Compliance Commuttee

EMEA Controsl Commuttee

EMEA Anti-Money Laundering Oversight Commuttee

Risk management process

The understanding, 1dentification and management of nisk are essential elements for the successful
management of BNY Mellon The nisk management framework at Group level 1s designed to

Provide that nsks are identified, monitored, reported, and priced properly,

Define and communicate the types and amount of nsk to take,

Communicate to the appropriate management level, the type and amount of nisk taken,

Maintam a risk management orgamzation that 1s independent of the nsk taking activities, and
Promote a strong nisk management culture that encourages a focus on nisk-adjusted performance
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BNY Mellon Services Limited

Directors’ report — continued
Risk management process - continued

The lines of business are responsible for actively tdentifying their risks associated with key business
processes, wdentifying and assessing the quality of controls in place to mitigate risk and assigning
accountability for the effectiveness of those controls

The Risk Appetite at Group level 1s set and owned by the BNY Mellon Board of Directors, giving the
overall strategy and willingness to take on risk at a global level The Company’s approach to Risk
Management 1s to ensure that all matenal risks in each business are defined, understood and effectively
managed by well-designed policies and controls The Company’s risk appetite 1s commensurate with
local business and regulatory requirements, within the guidance set by the group and 1n coordmation
with the relevant Business expertise

Credit risk

Credit risk 15 the risk of default from counterparties or chients where realisation of the value of the asset
1s dependent on their ablity to perform

Market risk

Market risk 1s the nsk to a firm’s financial condition arising as a result of adverse movements m the
markets, such as foreign currency exchange rates, interest rates and equity and commodity prices In
the Company, this anses mainly from foreign exchange (FX) nsk

Operational risk

Operational risk 1s the nsk of loss resulting from nadequate or failed internal processes, people, and
systems or from external events including the potential for loss that anses from problems with
operational processing, human error or omission breaches 1n internal controls, fraud, and unforeseen
catastrophes For the Company, operational nisk may anse from errors in transaction processing,
breaches of internal control systems and compliance requirements, internal or external fraud, damage to
physical assets, and/or business disruption due to systems failures, execution, delivery and process
management or other events It can also arise from potential legal or regulatory actions because of non-
comphance with regulatory requirements, prudent ethical standards or contractual obligations

Liquidity risk

Liguidity risk 1s the nisk that a firm, although balance sheet solvent, cannot mamtain or generate
sufficient cash resources to meet 1ts payment obligations wn full as they fall due, or can only do so at
matenally disadvantageous terms Currently due to very limuted activity this is not seen as a sigmficant
nisk for the Company

Business risk

Business risk 15 defined as the nsks that confront a business, after taking all the known and quantifiable
risks into consideration Business nisk consists of items like unexpected changes in the external macro
environment or chient behaviour, etc BNY Mellon Group computes business nsk using a model that
calculates the capital resource requirements required to cover the volatility in the firm’s gross profits

Regulatory risk

Regulatory nisk relates to a regulatory change that would increase the compliance burden and the cost
of doing business Emerging regulations are monitored by Risk Management and Compliance and
reported to reglonal senlor management, and preparations and strategies to comply with regulations are
put n place where necessary
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BNY Mellon Services Limited

Directors’ report — continued
Directors

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

Appomtment Resignation
J M Johnston - -
W A Kerr - -
J Roy 13 December 2010 -

Directors’ indemnity provision

The directors are entitled to be indemnified out of the assets of the Company against claims from third
parties 1n respect of certamn liabilities anstag 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 in place during the year but have not been utilised by the directors (2009 nil)

Post balance sheet events

On Frnday 8 Apnl 2011 the Board approved a resolution to change the Company’s name from BNY
Mellon Services Limted to BNY Mellon Capital Markets EMEA Limited This name change 1s
pending, subject to FSA approval

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 15 no relevant audit information of which the Company’s auditor 1s 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 n office

By order of the Board

John ston - ——

Director

| 9r1:pnl 2011

One Canada Square
London

E14 5AL

Registered number 3766757




BNY Mellon Services Limited

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

The directors are responsible for prepaning the directors’ report and the financial statements n
accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that
law they have elected to prepare the financial statements 1n accordance with UK Accounting Standards
and apphcable law (UK Generally Accepted Accounting Practice)

Under company law the directors must not approve the financial statements unless they are satsfied
that they give a true and fair view of the state of affairs of the Company and of the profit or loss of the
Company for that penod In prepanng these financial statements, the directors are required to

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

e state whether applicable UK Accounting Standards have been followed, subject to any
matenal departures disclosed and explamed 1n the financial statements, and

» prepare the financial statements on the going concern basis unless i1t 1s mnappropnate to
presume that the Company will continue 1n 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 time the financial
position of the Company and enable them to ensure that the financial staterments comply with the
Companues Act 2006 They have general responsibility for taking such steps as are reasonably open to
them to safeguard the assets of the Company and to prevent and detect fraud and other irregularities




BNY Mellon Services Limited

Independent auditor’s report to the members of BNY Mellon Services Limted

We have audited the financial statements of BNY Mellon Services Linmted for the year ended 31 December 2010
set out on pages 9 to 16 The financial reporting framework that has been applied in their preparation 1s applicable
law and UK Accounting Standards (UK Generally Accepted Accounting Practice)

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

Respective responsibilities of directors and auditor

As explained more fully in the directors’ responsibilities statement set out on page 7, the directors are responsible
for the preparation of the financial statements and for bemng satisfied that they give a true and fair view QOur
responsibility 15 to audit, and express an opinion on, the financial statements 1n accordance with applicable law and
International Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auvditing
Practices Board’s (APB’s) Ethucal Standards for Auditors

Scope of the audit of the financial statements

A descnption of the scope of an audit of financial statements 15 provided on the APB's web-site at
www fre org uk/apb/scope/private c¢fim

Optnion on financial statements
In our opinion the financial statements

e give a true and fair view of the state of the Company’s affairs as at 31 December 2010 and of its profit
for the year then ended,

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

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

Opinion on other matter prescribed by the Companies Act 2006

In our opmion the nformation given m 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 1f, in our opmion

*  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 financral statements are not i agreement with the accounting records and retums, or
s certam 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

2 S s

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

15 Canada Square
London
E14 5GL

‘)T Aprnil 2011




BNY Mellon Services Limited

Profit and loss account
for the year ended 31 December 2010

2010 2009
Notes 5000 000
Turnover
- from continuing operations 2 29 16
Admntstrative expenses
- from continuing operations (19 (14)
- from discontinued operations - (136)
(19) (150)
Operating profit/(loss)
- from continuing operations 10 2
- from discontinued operations (136)
10 (134)
Interest recervable and sinular income 6 22 88
Profit/(L.oss) on ordinary activities before taxation 32 (46)
Taxation on profit on ordwary activities 7 120 13
Profit/(Loss) for the financial year 152 (33)

Notes 1 to 14 are integral to these financial statements

The Company has not prepared a separate statement of total recogmised gamns and losses as all gans

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




BNY Mellon Services Limited

Balance sheet
at 31 December 2010

Current assets
Cash at bank and in hand
Debtors

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 1 to 14 are integral to these financial statements

Notes

oo

10

11
12

12

2010 2009
$000 $000
19,447 20,142
2 22
19,449 20,164
(33) (900)

19,416 19,264
15,750 15,750
3,666 3,514
19,416 19,264

The financial statements were approved by the Board of Directors and were signed on 1ts behaif by

CC T~

————

John M Johnston
Director

\\Apnl 2011

10




BNY Mellon Services Limited

Notes to the financial statements
at 31 December 2010

1. Accounting policies

The following accounting policies have been applied consistently in dealing with items which are
considered matenal in relation to the financial statements

The following amendments to standards have been adopted 1n these financial statements for the first
time and have not had a matenial impact

¢ The amendment to Financial Reporting Standard (“FRS™) 20 (IFRS 2) Group cash-settled
share based payments {mandatory for periods starting on/afterl January 2010)

¢+ Improvements to FRSs (mandatory for periods starting on/after | January 2010)

The following amendments to standards are not yet effective, and are not expected to have a matenal
impact on these financial statements

e  The amendment to FRS 25 Financial Instruments Presentation (mandatory for penods starting
on/after 1 January 2010)

Basis of preparation

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

Related party transactions

As the Company 15 a wholly owned indirect subsidiary of the ultimate parent company, The Bank of
New York Mellon Corporation, 1t has taken advantage of the exemption contained 1n FRS 8 and has
therefore not disclosed transactions with wholly owned subsidiaries which form part of the group

Cash flow statement

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

Gomng concern

The Company’s business activities, together with the factors likely to affect its future development,
performance and position are set out n the directors” report on page 7 In addition, the directors’ report
includes the Company’s objectives, policies and processes for managing its capital, its financial nsk
management objectives and 1ts exposures to credit and hquidity nisk

The directors perform an annual gong concern assessment that considers, under a stress test scenarno,
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
hquidity and capital, and appropriate cash flow management As a consequence, the directors believe
that the Company 1s well placed to manage 1ts business nsks successfully despite the current uncertain
econonuc outlook

Based on the above assessment of the Company’s financial position, hquidity and capital, the directors
have concluded that there are no materal uncertainties related to events or conditions that may cast
sigmificant 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 prepanng the annual
financial statements

11




BNY Mellon Services Limited

Notes to the financial statements — continued
at 31 December 2010

1. Accounting policies- continued

Turnover

Tumnover, which 1s stated net of value added tax, 15 attributable to fees receivable for bond underwriting
performed for another group entity during the year Fees are recognised on an accrual basis as services
are provided

Segmental reporting

A segment 15 a distinguishable component of the Company which 15 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 the Company’s bond underwniting services to be a single activity n
one market, which 15 not geographically segmented

Interest, fees and commissions
Interest, fees and commussions, both income and expense, are recogmsed on an accruals basis

Foreign currencies

Transactions 1n foreign currencies are recorded using the rate of exchange ruling at the date of the
transaction Monetary assets and habilities denominated m 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 Non-monetary assets and liabihities measured at
fair value 1n a foreign currency are translated into the functional currency using the rate of exchange at
the date the fair value was determined

Post retirement benefits

For defined contnbution schemes, contnbutions are charged to the profit and loss account as they
become payable 1n accordance with the rules of the schemes The assets of the scheme are held
separately from those of the Company

Taxation

Income tax compnses current tax and deferred tax Income tax 1s recogmsed in the profit and loss
account except to the extent that 1t relates to items recognised directly in equaty, in which case 1t 1s
recogmsed in equity Current tax 1s the tax expected to be payable on the taxable profit for the year,
calculated usmg tax rates enacted or substantively enacted by the balance sheet date, and any
adjustment to tax payable in respect of previcus years Current tax assets and habilities are offset when
the Company 1ntends to settle on a net basis and the legal nght to offset exists

Deferred tax 1s recognised without discounting on temporary differences between the carrying amounts
of assets and habilities 1n the balance sheet and the amounts attributed to such assets and liabilities for
tax purposes Deferred tax liabilities are generally recogmsed for all taxable temporary differences and
deferred tax asseis are recognised to the extent that 1t 1s probable that future taxable profits will be
avallable against which deductible temporary differences can be utilised Deferred tax 1s calculated
using the tax rates expected to apply in the periods in which the assets will be realised or the Labitities
settled, based on tax rates and laws enacted, or substantively enacted, by the balance sheet date
Deferred tax assets and habilittes are offset when they arise in the same tax reportmg group and relate
to mncome taxes levied by the same taxation authonty, and when a legal nght to offset exists in the
entity

12




BNY Mellon Services Limited

Notes to the financial statements — continued
at 31 December 2010

2. Analysis of turnover

By activity

Revenue from another company withm group from continuing operations

The entire turnover arises within the European Economic Area (EEA)

3. Notes to the profit and loss account

Profit on ordmary activities before taxation 1s stated after charging

Auditor’s remuneration
Audit of these financial statements pursuant to legislation
Other services pursuant to such legislation

4. Staff costs

The Company had no employees during the year ended 31 December 2010 (2009 ml}

5. Directors emoluments

The directors did not recerve any remuneration for their services in respect of the Company (2009

Sml)

6. Interest receivable and similar income

Interest recervable from group undertakings
Net foreign exchange gain

13

2010 2009
5000 5000
29 16
29 16
2010 2009
5000 $000
6 3
6 3
12 6
2010 2009
5000 5000
2 5
10 83
22 88




BNY Mellon Services Limited

Notes to the financial statements — continued
at 31 December 2010

7 Taxation

2010 2009
Analysis of charge in the period $000 $000
Taxation 15 based on profit before tax for the year and comprises
- Current corporation tax charge/(credit) for the year at 28% (2009 28%) 6 13
- Adjustment n respect of prior years (126) -
Total current tax (120) (13)
Deferred tax - -
Taxation on profit on ordinary activities (120) (13)

The current corporatton tax rate for the year 1s lower than (2009 equal to) the standard rate of tax for
the year for the reasons set out in the following reconcihation

2010 2009
5000 3000
Taxation 1s based on profit before tax for the year and comprises
Profit/{Loss) on ordinary activities before tax 32 (46)
Tax charge/{credit) on profit on ordinary activities at standard rate 28% 9 (13)
(2009 28%)
Factors affecting tax charge/(credit)
- Trading losses brought forward utihised during the year 3 -
- Adjustment 1n respect of prior years (126) -
Current corporation tax credit for year (120) (13)

Factors that may affect future current and total tax charges

It was onginally announced that the UK corporate income tax rate would be reduced from 28% to 27%
with effect from 1 April 2011 [n the 2011 budget on 23 March 2011 the UK government announced
its intention to reduce the UK rate of corporate income tax from 28% to 26% with effect from | Apnl
2011 wath further reductions of 1% m each year until the standard rate will be 23% 1n 2014 However,
as at 31 December 2010 this further rate reduction to 26% had not been substantively enacted

8. Cash at bank

2010 2009
$000 5000
Cash at bank 19,447 20,142

This cash balance represents deposits with a UK regulated banking entity withun the BNY Mellon
group

9. Debtors
2010 2009
$000 $000
Other debtors 2 22

14




BNY Mellon Services Limited

Notes to the financial statements — continued
at 31 December 2010

10. Creditors: amounts falling due within one year

Taxation and social secunity
Other creditors
Amounts due to group undertakings

11. Called up share capital

Allotted, called up and fully paid
2 ordinary shares of £1 each (2009 2)
15,750,000 ordinary shares of $1 each (2009 15,750,000)

2010 2009

$000 $000

- 889

4 -

29 i1

33 900
2010 2009
£2 £2

$15,750,000  $15,750,000

1
The £ and § ordinary shares are separate classes of shares but rank par passu in all respects

12. Movement in reserves
2010
At 1 January

Profit for the financial year

At 31 December

2009

At 1 January
Loss for the financial year

At 31 December

13. Transactions involving directors and officers

Called up Profit and Total
share loss
capital account

$o000 $000 $000

15,750 3,514 19,264

- 152 152

15,750 3,666 19.416

Called up Profit and Total
share loss
capital account

$000 5000 000

15,750 . 3,547 19,297

- (33) (33)

15,750 3,514 19,264

At 31 December 2010 there were no loans and other transactions made to directors and officers of the

Company (2009 $ml)

15




BNY Mellon Services Limited

Notes to the financial statements — continued
at 31 December 2010

14. Parent Company

The immediate parent of the Company is BNY International Financing Corporation incorporated n the
United States of America

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

The ultimate parent company as at 31 December 2010 was The Bank of New York Mellon
Corporation, incorporated 1n the Unuted States of America The consohdated 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

16




