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PBI GROUP HOLDINGS LIMITED

REPORT OF THE DIRECTORS

The directors present their annual report and the audited consolidated financial statements of PBI Group
Holdings Limited (“the company™) and 1ts subsidianes (collectively “the group”) for the year ended 31
December 2010

PRINCIPAL ACTIVITIES

The company acts as a holding company for the group The company’s principal subsidiary during
the year was engaged in broking and trading 1n financial futures and commodities

REVIEW OF BUSINESS
Financial Performance

The company’s principal subsidiary has been able to take advantage of the continued volatility in
global commodity prices and produce a satisfactory set of results for 2010, with an improvement
on the 2009 results

Revenue 15 $76 9mllion (2009 - $52 6mallion) The faxr value gain on financial instruments at fair
value through profit or loss account has decreased to $0 7million from $15 8mullion in 2009 as
more of the gains were realised durning the year The fair value gain represents forward profits on
open posttions marked to market at the year end and so recogmsed within the financial penod as
detailed m Note 12 The admmmstrative expenses have increased marginally compared to last year
to $53 9mlhion (2009 - $53 2million) This has resulted m an overall increase n operatng profit
1o $23 7mullion m 2010 from $15 2mithon in 2009, reflecting the improved trading profitabibity of
key commodity sectors

Global interest rates remained low duning 2010, despite this trend the group managed to increase
net mterest mcome by $1 9milhon to $6 5million i 2010 compared with $4 6million 1n 2009
This increase was achieved by sound management and control of its cash flows, its own resources,
mtercompany borrowings and not drawing on external banking lines

Overall a profit before tax of $30 2mithon was achmeved for 2010 compared to $19 8mullion for
2009 These results reflect the core strength of our underlying ongoing businesses and the group’s
ability to withstand the economic climate through effective and robust risk management 1n a
perod of extreme stress

The group uses profit from operations as the main indicator of 1ts performance, which 1s reviewed
by management on a daily basis In addition the group reviews position against approved trading
limits on a regular basis dunng the day and at the end of the day by a dedicated nsk team

The previous year's actuanal loss on the defined benefit scheme has this year been converted to an
actuanal gan of $4 9million prnncipally due to improved market values of iInvestments held within
the pension scheme, the payment of a lump sum of $15 6milhon (£10miilion) and the change of
inflation assumption from Retail Price Index ("RPI } to Consumer Price Index ("CPI') The group
has further committed to pay an additional £2million per annum into the defined benefit scheme
(the Plan™) for the next 10 years and at the same time discontinued the defined benefit accrual for
active members of the Plan

The financial results for the group are set out on page 9 of the financial statements




PBI GROUP HOLDINGS LIMITED

REPORT OF THE DIRECTORS

REVIEW OF BUSINESS (continued)

Dividends
The direciors decided not to pay a dividend for the year ended 31 December 2010 {2009 - $mil)

Future developments and prospects
On 30 June 2011, Prudential Financial, Inc, the ultmate parent company, sold 1its global
commodities business, to Jeffenies Corp, Inc, which includes Bache Commodities Lirmted Bache

Commodities Ltd was renamed Jeffenies Bache Ltd as of 1 July 2011

The company will contiue to act as holding company for PBI (UK} Ltd and PBI Holdings Ltd

DIRECTORS

The current directors are histed on page | There have been no new appointments or resignations n
2010 The following changes have been made post balance sheet

Dhate of appointment Date of resignation
V Dattani - 01 July 2011
R Ivans - 27 June 2011
P Aronoff 27 June 2011 -
M Fresson 27 June 2011 -
G Murphy 04 July 2011 -
S Davies 01 July 2011 -

The company 1s a2 wholly owned subsichary of Prudennal Fmancial, Inc (“PFI™), a company
incorporated i the United States of America Details of the interests of the directors in PF1's share
option schemes are shown in Note 4 of the financial statements As such, no director has any
interest required to be disclosed under the Compames Act 2046

B Dawrecawoo resigned as Company Secretary on 1 July 2011 and S Davies was appointed
as Company Secretary on that date




PBI GROUP HOLDINGS LIMITED

REPORT OF THE DIRECTORS

STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The directors are responstble 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 elected to prepare the financial statements m accordance with Unmited
Kingdom Generally Accepted Accounting Practice (Umited Kingdom 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 fair view of the company and of the profit and loss of the
company In preparing these financial statements, the directors are required to -

(a) select suitable accounting policies and then apply them consistently,
(b) make judgements and estimates that are reasonable and prudent,
(©) state whether apphcable UK Accounting Standards have been followed, subject to any

material departures disclosed and explained 1n the financial statements,

(d) prepare the financial statements on the gomng concern basis unless it 1s inappropnate to
presume that the company will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show
and explamn the company’s transactions and disclose with reasonable accuracy at any time the
financial position of the group and the company and to enable them to ensure that the financial
statements comply with the Companies Act 2006 They are also responsible for safeguarding the
assets of the group and the company and hence for taking reasonable steps for the prevention and
detection of fraud and other urregulanties

STATEMENT OF DISCLOSURE OF INFORMATION TO AUDITORS

In accordance with Section 418 of the Companies Act 2006 directors reports shall include a
statement. n the case of each director in office at the date the directors™ report 1s approved, that

e so far as the director 1s aware there 15 no relevant audit mformation of which the company’s
auditors are unaware, and

¢ he has taken all the steps that he ought to have taken as a director in order to make himself
aware of any relevant audit information and to establish that the company’s auditors are aware
of that inforrnation

GOING CONCERN

The group’s business activities. together with the factors likely to affect its future development,
performance and position are set out in the Review of Business on pages 2 and 3 In addition, the
notes to the financial statements include the pohicies and processes for managing its business The
directors have reasonable expectation that the group has adequate resources to continue to remain
1n operational existence for the foreseeable future Accordingly, we continue to adopt the going
concern basis 1n prepanng the report and financial statements




PBI GROUP HOLDINGS LIMITED

REPORT OF THE DIRECTORS

DONATIONS

The group made chantable donations during the year amounting to $5,000 (2009 - $3,321) Of thus
amount £2,500 ($3,364) was donated to Villa Joep No donations were made for political
purposes

PRINCIPAL RISKS AND UNCERTAINTIES - FINANCIAL RISK MANAGEMENT

The group’s financial risk management policies have been described i Note 2 to the financial
stalements

CORPORATE GOVERNANCE

The board supports the highest standards of corporate governance appropnate for a group of 1ts
size Whilst not subject to the Corporate Governance Code, the directors’ seek to observe the
guidelnes set in that code 1ssued by the Financial Reporting Council and, 1n addition, the
company adheres to the ulumate holding company, Prudential Financial, Inc’s charter on
“Making the Right Choices™ and “Dong Business the Right Way™

The Board

The board of the principal subsidiary company Bache Commodities Ltd, comprises of five
executive directors and one non-executive director The board meets at least quarterly and has
adopted a schedule of matters specifically reserved for 1ts approval or review, including strategic
operating plans, credit review, operational 1ssues, comphance review and financial performance as
well as regulatory 1ssues

Management reports are produced quarterly and distributed 1n advance of the board meetings In
addition to the quarterly scheduled meetings the board will meet when required to review 1n depth
specific areas of importance

Commuittees of the Board

The board has established three commattees for the purposes of assisting the board 1n the discharge
of its duties and responsibilities Each committee has 1ts own charter/terms of reference Details of
the commuttees are set out below

Risk and Audit Committee (“RAC”)

The RAC 1s chaired by the non-executive director, the other members being the Head of Market
Risk m London and the Vice President of Financial Management in New York It meets at least
three times a year and more frequently if necessary The responsibiity of the RAC 1s, amongst
others, to review and assess

the mtegrity of the financial statements,

the adequacy and effectiveness of the internal controls and risk management processes,
the review the annual compliance plan and key comphance findings,

the review of the work performed by internal and external audstors, and to make,
recommendations to the board on their findings




PBI GROUP HOLDINGS LIMITED

REPORT OF THE DIRECTORS

10,

CORPORATE GOVERNANCE (continued)
Compliance Committee

The Head of Comphance chairs the Compliance Committee with the other members being the
Chief Executive Officer, the Chief Operating Officer and the Head of Chient Services The
Comphance Committee meets on a monthly basis and ensures that the business has met all
compliance requested controls, and that 1t has transacted 1ts business 1 accordance with relevant
regulatory/exchange rules and that the business maintains ngorous standards

Investment Management Oversight Committee (“1IMOC")

The Chief Operating Officer chairs the IMOC which meets on a monthly basis Its other members
are the Finance Director, the London Head of Credit and the Senior International Counsel Its
prnimary function 1s to perform oversight of the Investment Management business and that the
investment management business activities are properly managed i accordance with both
company and regulatory requirements

Risk Management and Internal Control

In addition to the committees review of the proper function of the group, the directors are
responsible for its system of internal control The key elements of its system of internal control are
as follows

. the board has a clearly stated enterprise wide risk assessment framework This nsk
management framework 15 used to focus available resources on the group’s most
significant areas of nsk and key control objectives,

. the group has i place an orgamsauonal structure with clearly defined lines of
responsibility, delegation of authonty and reporting requirements,
. three of the executive directors are closely involved 1n the management of the business at

a detailed level This 1s supported by reviews of daily, weekly and monthly detailed
anaiysis of the performance of the business and key performance ndicators associated
with the trading facing the group Major commercial, technological, credit and financial
nisks are assessed as part of this process, and

. the group mamtains a nsk register with imput from all business areas to 1dentify the nisks
n spectfic areas of the business and highlight key controls 1n these areas These are then
used dynamically to mitigate nsk within the relevant business area

EMPLOYEE INVOLVEMENT

The London based business units of Prudential Secunties Group LLC have employee policy
committees that comprise management representatives for all areas of that particular busmess The
committees serve as a forurn for discussing and setting policy, which involves all aspects of
employment within the business umt

Employees are consulted on major 1ssues affecting their employment
All employees are eligible to participate in the US group’s discretionary award programs on an

annual basis, which 1s dependent upon the performance of the group, the busmess umt and the
individual employee




PBI GROUP HOLDINGS LIMITED

REPORT OF THE DIRECTORS

11.

12.

13.

14.

15,

EMPLOYMENT OF DISABLED PERSONS

The group recognises 1ts responsibilities under the Disabihty Discnimination Act It 1s commtted
to providing equality of opportumity to disabled persons, both 1n terms of their employment and 1n
the opportunities offered to them The group endeavours to make reasonable adjustments that
may be necessary to facilitate the employment of disabled persons

CAPITAL REQUIREMENTS DIRECTIVE: PILLAR 3 DISCLOSURES

The group’s Pillar 3 disclosures as required under the FSA rules are available on our website
www bache com

POLICY AND PRACTICE OF PAYMENT OF CREDITORS

The group pays its supphers on contractually agreed terms, on a timely basis

POST BALANCE SHEET EVENTS

On 30 June 2011, Prudennal Financial, Inc, the uliimate parent company, sold its global
commodities business, to Jefferies Corp, Inc , which includes Bache Commodities Limited Bache
Commodities Ltd was re-named Jefferies Bache Ltd as of 1 July 2011

INDEPENDENT AUDITORS

The company has passed an elective resolution to dispense with the obligation to appomnt auditors
annually

PricewaterhouseCoopers LLP has expressed its willingness to continue n office as auditors

Approved by the board of directors
and signed on behalf of the board

G MURPHY
29 September 2011 Director




PBI GROUP HOLDINGS LIMITED

REPORT OF THE INDEPENDENT AUDITORS TO THE MEMBERS

We have audited the group and parent company financial statements (the **financial statements ) of PBI Group
Holdings Lumited for the year ended 31 December 2010, which comprnise the Consclidated Profit and Loss
Account, the Consolidated and Company Balance Sheets, the Consolidated Statement of Total Recogmsed
Gamms and Losses and the related notes The financial reporting framework that has been applied 1n their
preparation 18 apphicable law and United Kingdom Accounting Standards (Umted Kingdom Generally Accepted
Accounting Practice)

Respective responsibilities of directors and auditors

As explained more fully wn the Directors” Responsibihties Statement (set out on page 4) the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view Qur responsibility 15 to audit and express an 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

Thus report, including the opintons, 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 no other purpose We do not, in
grving these opinions, accept or assume responsibility for any other purpose or to any other person to whom this
report 15 shown or into whose hands 1t may come save where expressly agreed by our prior consent 1n 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 misstatement, whether caused by
fraud or error This mncludes an assessment of whether the accounting pelicies are appropnate to the group’s
circumstances and have been consistently apphed and adequately disclosed, the reasonableness of sigmficant
accounting estimates made by the directors, and the overall presentation of the financial statements

Opinion on financial statements
In our opimon the financial statements

* pgive a true and fair view of the state of the group s and the parent company’s affairs as at 31 December
2010 and of the group’s profit and cash flows for the year then ended,

+ have been properly prepared in accordance with Umted Kingdom Generally Accepied Accounting
Practice, and

+ have been prepared 1n accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given 1n the Directors’ Report for the financial year for which the financ:al
statements are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception
We have nothing 1o report 1n 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 by the parent company, or returns adequate for our
audst have not been received from branches not visited by us, or

¢ the parent company financial statements are not in agreement with the accounting records and
returms, or

s certam disclosures of directors’ remuneration specified by law are not made, or

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

/%A)_g__g___m

Michael P Newman (Seruor Statutory Auditor)

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

2.9 fqamg/ 2011



PBI GROUP HOLDINGS LIMITED

CONSOLIDATED PROFIT AND LOSS ACCOUNT
for the year ended 31 December 2010

2010 2009

Note $°000 $°000
Revenue 3 76,918 52,603
Fair value gain on financial instruments
at fair value through profit or loss 3 684 15,776
Admnistrative expenses (53.891) 53471
Operating profit 23,711 15,202
Profit on ordinary activities, before
interest and taxation 23,711 15,202
Interest income 5 8,253 8,596
Interest expense and sumilar charges 6 (1.779 {4.037)
Profit on ordinary activities before
taxation 7 30,185 19,761
Tax on prefit on ordinary activities 8 (8.813) {4.135)
Profit for the financial year 20 21,372 15,626

All the above relate to continuing operations

The company has taken advantage of section 408 of the Companies Act 2006 not to publish its own profit
and loss account

The loss wathin the accounts of the parent company was $0 7rmillion (2009 - loss of $0 8rmllion)

The notes on pages 13 to 51 are an integral part to these consolidated financial staiements




PBI GROUP HOLDINGS LIMITED

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
for the year ended 31 December 2010

2010 2009

Note $°000 $°000
Profit for the financial year 20 21,372 15,626
Actuanal gain/(loss) recognised in the pension
scheme 20 4,928 (46,457)
Currency translatbion reserve movement 20 - 262
Fair value gains on available for sale financial
mstruments 20 - 2,657
Other movement In pension reserve 20 819 728
Movement 1n deferred tax relating to pension
hability 20 (1.836) 12,842
Total recogmised gains and (losses} since last
annual report 25,283 {14,342)

<10 -




PBI GROUP HOLDINGS LIMITED

CONSOLIDATED BALANCE SHEET
as at 31 December 2010

2010 2009
Note $°000 £:000
Fixed assets
Tangible assets 9 4,927 5,952
Financial assets — available for sale 10 21,697 22,794
26,624 28,746
Current assets
Financial assets
- stock available for sale 10 10,163 35,837
- at fair value through profit or loss 12 182,727 193,764
Trade and other debtors 13 1,406,184 1,303,283
Cash at bank and 1n hand 14 721,559 481,068
2,320,633 2,013,952
Current liabilities
Financial habilities
- at fair value through profit or loss 12 (182,043) (177,988)
Short term loans 15 (80,445) (84,294)
Trade and other creditors 16 (1.861,277) (1,564.682)
(2,123,765) (1,826,964)
Net current assets 196,868 186,988
Total assets less current liabilities 223492 215,734
Provisions for liabilities and charges 17 (2,369) (2,455)
Pensions liability 18 {20.592) (40,399
200,531 172,880
Capital and reserves
Called up share capital 19 58,676 58,676
Capital contnibution 20 14,504 10,504
Other reserves 20 49,047 46,679
Profit and loss account 20 82,304 57.021
200,531 172,880

The notes on pages 13 to 51 are an integral part to these consolidated financial statements

These financial statements were approved by the directors on 29 September 2011
Signed on behalf of the board of directors
———V

S Dawvies
Director

-1l -




PBI GROUP HOLDINGS LIMITED

PARENT COMPANY BALANCE SHEET
as at 31 December 2010

2010 2009
Note $°000 $°000
Fixed assets
Investments 11 157,042 157,042
Current assets
Debtors 13 14 12
Current liabilities
Short term loans 15 {80,445) (84,294)
Other creditors 16 18,237 (13.687)
Net current liabilities {98.668) (97.969)
Total assets less current liabilities 38,374 59,073
Capital and reserves
Called up share capital 19 58,676 58,676
Capital contnbution 20 10,504 10,504
Profit and loss account 20 10,806 (10,107)
38374 29,073

These financial statements were approved by the directors on 29 September 2011
Signed on behalf of the board of directors

S Davies
Director

-12-




PBI GROUP HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 December 2010

(a)

(b)

(c)

(d)

(e)

ACCOUNTING POLICIES

The significant accounting policies adopted n the preparation of these financial statements are
descnibed below

Accounting convention

The financial statements are prepared on the going concem basis and under the historical cost
convention, as modified by the revaluation of physical commodity stocks, open positions and
readily marketable exchange memberships at market prices, and have been prepared in accordance
with Umited Kingdom Generally Accepted Accounting Practice ("UK GAAP™) A summary of the
more mportant accounting policies are set out below, together with an explanation of where
changes have been made to previous policies The group has not adopted any new accounting
standards this year

Consolidation

The group financial statements consolidate the financial statements of the company and 1ts
subsidianes for the year ended 31 December 2010 The results of subsidianes acquired or
disposed of duning the year are included from the date of acquisition or up to the date of disposal

Cash flow statement

The group 15 exempt from the requirement to prepare a cash flow statement under FRS 1 (Revised
1996) ‘Cash Flow Statements’, as a consolidated cash flow statement 1s included in the financial
statements of the ultimate US parent company

Related party transactions

In accordance with the exemption afforded by FRS 8 ‘Related Party Disclosures’. certain details
of transactions with Prudential Financial, Inc, and its subsidiaries (parent and fellow subsidiary
companies) are not disclosed as the company 15 a wholly-owned subsidiary of a group whose
consolidated financial statements are publiciy available

Foreign exchange
The group uses the United States Dollar ( USD™) as both its functional and presentation currency

Monetary assets and liabilities denominated in foreign currencies and outstanding at the balance
sheet date are translated at the rates ruling at that date  All foreign currency transactions are
translated mto USD at the rates ruling at the date of the transacuions The exchange rate used to
translate monetary assets and hiabiliwes denominated i GBP 10 USD as at 31 December 2010 was
1 55894 Foreign exchange gains or losses resulting from the settlement of such transactions and
from the translation at year-end exchange rates are recognised n the profit and loss account

In 2009 the functional and presentational currency of the German branch wathin the pnncipal
subsidiary, Bache Commodities Ltd, was changed from Euros to USD [n accordance with FRS 23
‘Foreign Exchange Rates’, this was to correctly reflect that the underlying transactions have
changed to be predominately in USD The transtation adjustments for pnor periods were not
removed from equity and the translated amounts for non monetary assets at the end of the 2008
become the accounting basis for those assets in the penod of the change and subsequent periods
As such the Currency Translation Reserve 1s unchanged in 2010

-13-




PBI GROUP HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 December 2010

&

(h)

ACCOUNTING POLICIES (continued)
Fixed asset investments

Fixed asset investments mn subsidiaries are stated at cost less any provisions for diminution n
value which are considered to be permanent

Revenue
Revenue 1s generated from the following categories of business

— Dealers as principal and forward profits Dealing as principal comprises revenue generated
from acting as broker dealers or clearing members in prnincipal to pnncipal markets where
trading positions are undertaken to satisfy customer trade demands and market making
activites Forward profits comprise unreahsed forward profits and losses resulting from
marking to market trading positions held at the year end The net result of these values 1s
classified as revenue Unrealised profits are therefore recogmised on a daily basis upon
valuation of forward positions

— Commission Commission 1s charged to customers on business conducted through specific
market exchanges and 1s generated from both own customer and introduced business
Commussions are recogmised on an accruals basis from the date of trade

— Agreement fees Fees are generated under operating agreements with group compames
Revenue received on trades booked on behalf of oiher affihated companies 1s paid on to those
companies, in return for which the group receives a fee based on its costs mcurred Fees
recerved and paid are recognised on an accruals basis

— Management services fees Fees are charged to chents for the management of assets and are
recogmsed on an accruals basis

Financial instruments

The group under the guidance of FRS 29 ‘Financial Instruments Disclosures’ recognises financial
mstruments according to fair value rather than book cost

Financial instruments include forward contracts, futures and options Transactions undertaken as
part of trading activiies are mmmally recogmsed and maintained at therr farr value Gamns and
losses arising from subsequent revaluations are taken to the profit and loss account

Financial assets

The group classifies its financial assets in the following categones financial instruments
designated at farr value through profit or loss, loans and receivables, and available for sale
financial assets Management determines the classification of financial assets and habihties at
inmitial recognition

At fair value through profit or loss

Financial nstruments are classified in this category if they are held for trading, or 1f they are
designated by management under the fair value option Instruments are classified as held for
trading 1f they are

« acqured principally for the purposes of selling or repurchasing 1n the near term,

-14 -




PBI GROUP HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 December 2010

(h)

ACCOUNTING POLICIES (continued)
Financial instruments (continiued)
Financial assets (continued)

At fair value through profit or loss (continued)

e part of a portfoho of identified financial imstruments that are managed together and for which
there 15 evidence of a recent actual pattern of short term profit-taking, or

e a denvative, except for a denvative that 1s a financral guarantee contract or a designated and
effective hedging instrument

Financial instruments incleded 1n this category are recognised imitially at farr value and transaction
costs are taken directly to the Profit and Loss account  Gains and losses ansing from changes 1n
fair value are included directly in the Profit and Loss Account

Trade debtors, loans and recervables

Trade debtors, loans and receivables are non-denvative financial assets with fixed or determinable
payments that are not quoted tn an active market and which are not classified as available for sale

Trade debtors, loans and receivables are mitially recogmsed at fair value including direct and
mcremental transaction costs and subsequently measured at amortised cost using the effective
interest method

Amounts recetvable and payable 1n respect of futures business are stated after the netting of debtor
and creditor balances with the same counterparty, where the group has the legal right to a net
settlement Specific provisions are made against net debtor balances, which are not deemed to be
recoverable 1n part or n full

Available for sule

Available for sale assets are non-derivative financial assets that are designated as available for sale
and which are not categorised into any of the categories described above They are mtially
recogmsed at fair value including direct and incremental transaction costs and are subsequently
held at farr value Gains and losses ansing from changes in fair value are included as a separate
component of equity until the asset 1s realised at which pomnt the cumulative gain or loss 1s
transferred to the Profit and Loss Account

Financial liabihties
Trade creditors and payables
Financial hiabilities are recogmsed imtially at fair value and subsequently measured at amortised

cost using the effective mterest method, except for trading habilities and habilities designated at
fair value, which are held at fair value through profit or loss

-15-




PB1 GROUP HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
for the vear ended 31 December 2010

(h)

()

ACCOUNTING POLICIES (continued)
Fmnancial instruments (continued)
Determining fair value

Where the classification of a financial instrument requires it to be stated at fair value, this 1s
determined by reference to the quoted tid price or asking price (as appropniate) n an active
market wherever possible Where no active market exists for the particular asset or hability, the
group uses a valuation techmque to armive at the fair value, including the use of prices obtaned n
recent arms-length transactions, discounted cash flow analysis, option pnicing models and other
valuation techmques commonly used by market participants

The value of seats held in commeodity exchanges are determined based on the appropnate share of
net asset values in the latest published accounts of these exchanges pnor to the balance sheet date
or last traded share price

Impairment

The group assesses at each balance sheet date whether there 15 any objective evidence that a
financial asset or group of financial assets 1s impaired Where this evidence exists the assets are
re-measured to reflect the present value of expected future cash flows The difference between the
carrying amount and the present value of expected future cash flows 1s recognised 1n profit and
loss for the period

Hedging

The group has not identified any formal hedging relationships for recognition using hedge
accounting The group seeks to manage its financial rnisk by economically hedging sigmficant

exposures Financial mstruments used in these economic hedges are imtally and subsequently
measured 1n accordance with the requirements of their relevant classification

Tangible Fixed Assets and Depreciation
Tangible fixed assets are stated at cost less accumulated depreciation and any impairment n value

Depreciation 1s provided on cost in equal annual nstalments over the estimated lives of the assets
as shown below

Leasehold improvements Over the term of the lease
Office equipment, furmiture and fittings 3 -5 years

-16-




PBlI GROUP HOLDINGS LIMITED

NOTES TO THE CONSCLIDATED FINANCIAL STATEMENTS
for the year ended 31 December 2010

]

(k)

(/]

ACCOUNTING POLICIES (continued)
Pension costs

The group has both defined benefit and defined contribution plans A defined centnbution plan 1s
a pension plan under which the group pays fixed contnibution nto a separate entity The group has
no legal or constructive obhigations to pay further contributions 1f the fund does not hold sufficient
assets to pay all employees the benefits relating to employee service mn the current and prior
periods

The cost of a defined contnibution scheme 15 equal to the contributions paid nto the scheme for
the penod

The group participates 1n defined benefit schemes 1n the UK and Germany The assets of these
schemes are measured at their market value at the balance sheet date The habilittes are measured
using the projected unit method with a discount rate equal to the rate of return on an AA corporate
bond of equivalent term and currency The extent to which the scheme’s assets exceed its
liabilities 1s shown as a surplus 1n the balance sheet to the extent that a surplus 1s recoverable by
the group The extent to which the scheme’s assets fall short of its liabihties 1s shown as a deficit
n the balance sheet, net of the related deferred tax asset, to the extent that a deficit represents an
obligation of the group

The following amounts are charged to operating profit in the period

't} the increase in the present value of scheme habilities ansing from employee service n the
period,
() gains and losses ansing on settlements/curtailments 1n the period, and

(1) a credit representing the expected return on the scheme s assets and a charge relating the
increase In the present value of the scheme’s habihities are included in admmistrative
expenses

In addition, any increase 1in the present value of scheme habilities resulting from benefit
improvements 1s recogmsed over the period during which such improvements vest

Actuanal gains and losses are recognised in the statement of total recogmised gans and losses
Additional details of the group’s pension arrangemenis have been provided in Note 4
Operating leases

Rental costs under operating leases are taken to the profit and loss account evenly over the hives of
the leases

Deferred taxation

Deferred taxation 1s recogmised n respect of all uming differences that have onginated but not
reversed at the balance sheet date Timing differences are differences between the group’s taxable
profits and 1ts results stated in the financial statements and reflect a nght or obligation to pay less
or more tax 1n the future Deferred tax asset 1s recogmsed where based on the available evidence 1t
1s regarded as more likely than not that there will be suitable tax profits from which the future
reversal of the underlying uming differences can be deducted
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 December 2010

(m)

(n)

ACCOUNTING POLICIES {continued)
Share-based incentives

The group parucipates in the ultimate parent Prudential Fmnancial Inc’s (* PFI™) share-based
incentive schemes, for Stock Options and Restricted Stock Units In accordance with the
requirements of FRS 20 ‘Share-based Payment’, the group recogmses an expense based on the fair
value of the options granted This cost is spread over the three-year vesting penod for each grant
These amounts have been included in employee costs for the period with corresponding amounts
included in equity

Upon demutualization 1n 2001, the parent 1ssued stock options to each of the qualifying employees
In two 1ssues, an imtial 1ssue of 240 shares to all non executives, followed by an executive grant,
of a vanied number of shares 10 each qualifying execunve

In subsequent years, PFI has 1ssued stock options and restricted stock awards to quahfying
executives each year, as part of incentives to remain 1n employment In 2006, PFI 1ssued a broad
based grant to all non-executive employees after the firm reached 1ts target of Return on Equity of

12%

All but the 1mitial pre November 2002 grants are held on the balance sheet as an adjustment to
equity, the imual grants are held in the accounts as a hability

All but the imual pre November 2002 prant of stock options are valued at grant date, at a binomal
valuation calculated by PFI  The mitial grant and all restricted stock units are valued at period end
closing price  All schemes are equity settled Further details are set out in Note 4

In November 2010 the group implemented a HMRC approved UK SAYE Share Plan Ehgible
employees were allowed to enrol (after an invitation period) and coninbute to the SAYE wvia
payroll deductions over a 36-month period (SAYE Savings Cycle) At the end of the SAYE
Savings Cycle, participants have the option to purchase shares of PFl common stock at the
discounted option price set on grant date In accordance with FRS 20 ‘Share-based Payment’ the
group places a fair value on the award using a binom:al valuation and charging the profit and loss
account over the vesting penod

Parent Company Profits for the financial year

In accordance with Section 408 of the Companies Act 2006, the profit and loss account of the
parent company 15 not presented as part of these consohidated financial statements

FINANCIAL RISK MANAGEMENT

The group’s activities expose it to a variety of financial nsks market nsk (including currency risk.
price nish, credit rnsk and interest rate nsk) and hquidity risk The group’s overall nsk
management programme focuses on the unpredictability of financial markets and seeks to
mimmise potential adverse effects on the group’s financial performance The group uses
denvative financial instruments to hedge certain rnisk exposures

The Board provides wnitten principles for overall nsk management, as well as written pohcies
covering specific areas, such as foreign exchange nisk, interest rate nsk, credu nsk, use of
denvative financial mstruments and non-denvanve financial mstruments, and investment of
excess liquidity

-18 -




PBI GROUP HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 December 2010

FINANCIAL RISK MANAGEMENT (continued)

The Board has assigned 1ts responsibilities to 3 formal risk management committees, the Risk and
Audit Committee, the Complhance Committee and the Investment Management Oversight
Committee Additionally semior management, including directors meet for a Weekly Operating
Forum This committee moniters and reviews on a weekly basis the operational nisks withm the
business and assures that the policies and procedures are carmned out m line with the guidelines
specified

Market Risk
(1) Currency Risk

The group operates internationally and 15 exposed to foreign exchange nsk ansing from various
currency exposures, primarily with respect to the Sterhing, Euro and Yen This nisk 1s generated
largely through transactions with customers, foreign exchanges and intercompany balances The
group utilises forward foreign exchange contracts and swaps to minimise 1ts exposure to adverse
foreign exchange movements As part of the nsk management policy foreign exchange exposures
are monitored on a daily basis

The management has set up a policy to economic hedge their foreign exchange nsk exposure
agamst its functional currency USD This 1s undertaken as soon as a foreign exchange transaction
1s undertaken

The carrying value of assets and habihties denominated 1n foreign currencies has been disclosed in
Notes 13 and 16

(1) Price Risk

The group actively trades commodity futures and options to benefit from short term price
fluctuations Under the group’s risk management policy these positions are monitored on a daily
basis via trade position limits which are strictly mamiamned independent of the trading desks The
risk hmits are reviewed on a regular basis and reported to the board of directors through the risk
management committee This price nisk 1s mitigated by vanous strategies undertaken by the group

(1) Credit Risk

The group has implemented policies and procedures that require appropriate credit checks on
potential customers before credit 15 granted These policies and procedures are implemented by a
credit department An evaluation 1s made of the credit worthiness of a customer or counterparty at
the outset and at least annually

The amount of exposure to any individual counterparty 1s subject to hmus, which are reassessed
regutarly by an independemt credit department Such review may include analysis of financial
statements, market inteliigence and customer visits

Signuificant credit decisions are approved by a commuttee of the Board and also brought before the
monthly nsk commuttee

Account 15 taken of ratings assigned by major raungs agencies, however n all cases the crednt
department assesses the credit quality of the customer taking into account 1ts financial position,

past expenience and with limits set by the Board The utilisations of credit hirmits are regularly
momtored
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FINANCIAL RISK MANAGEMENT (continued)
Market Risk (continued)

(111} Credu Risk (connnued)

The below table shows the utihisation of the trading faciities of the six major trading
counterparties at the balance sheet date

31 December 2010

Counterparty Rating Trading Facility Utitisation
$000 $°000
Entity A BB+ 25,000 15,095
Entity B BB 10,000 6,391
Entity C BB 9,000 5,523
Entity D A+ 30,000 5,436
Entity E BBB 27.000 5,270
Entity F BB 15,000 5,063
31 December 2009
Counterparty Rating Trading Facility Utilisation
$000 $°000
Entity A BB 15,000 7,841
Entuity B BB+ 15,000 7,612
Entity C BBB 17,500 6,818
Enuty D A- 11,000 6,233
Enuty E BB+ 25,000 4,750
Entity F BBB- 6,300 3,413

Management does not expect any losses from non-performance by these counterparties The
names of the above counterparties have not been disclosed as this would breach specific non-
disclosure agreements with them Customer credit and trading lumts are momitored on a daily
basis and margin calls are made where necessary Customer and counterparty hmits include
monetary as well as position limits

On a day to day basis credit nsk 1s managed through margin calls on clients by the operattons
team Where a margin call 1s not fulfilled this 1s then escalated to the credit department and senior
management The group has robust procedures 1n place to mitigate default risk

The maxmmum exposure to credit nsk at the reporting date 15 trade and segregated debiors
$1,380 8million (2009 - $1,284 4million} and the fair value of the derivanve assets $182 7rllion
(2009 - $193 8mulhon) 1n the balance sheet None of the financial assets 1s either past due or

impaired

There were no impairment provisions on the available for sale mvestments in 2009 and 2010
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FINANCIAL RISK MANAGEMENT (continued)
Market Risk (continued)
(1v) Interest Rate Risk

The group maintains debt at the mimmum level required to support business needs and therefore
all borrowings are on a short term basis with commutted lines from group compames or banks

The structure of forward commodity prices are only marginally affected by movements 1n interest
rates and as a result the group’s results are not matenally sensitive to movements n nterest rates

Interest rate risk anses from the mismatch between interest rate sensitive habilities and interest
rate sensitive assets The scenaros are only run for treasury assets that represent the main
identifiable interest-bearing positions Based on the simulations performed, the company estimates
that the impact on post-tax profit of a 0 25% shift would not have a matenal effect on the group’s
profitability

(v) Value-A1-Risk and Stress testing

Value-At-Risk (“VaR™) analysis 1s performed using the historical simulation technique The main
use of VaR 1s with respect to the group trading book, where four years of pnce and imphed
volatility data are used to generate a 95% confidence mterval VaR

Stress testing 1s performed on a daily basis to examine the impact on the group trading book of
extreme market moves, for both underlying prnice and imphed volatnlity The stress test 1s self-
cahibrating, m that 1t calculates the stress on a range of standard deviation moves, which are
calculated with reference to the prevailing historic volatility observed 1n the market In addition to
this, a secondary stress 1s used to determine the effect of a change 1n the structure of the forward
curves for each portfolio within this book The results of the stress test are also used as part of the
group’s Capital Adequacy calculations under BASEL-II

Liquidity Risk

Prudent lhiquidity risk management incluedes mantaining sufficient cash, the availability of funding
from an adequate amount of credit facilities and the abihty to close out market positions when
deemed necessary Due to the dynamic nature of the underlying business, the group treasury
department maintains adequate funding by mamtaiming availabihity of banking lines and group
borrowing faciities Please see Note 135

From November 2010, the group 1s comphant with the new hiquidity standards as required by the
FSA A new Liguidity Policy was adopted and a hquidity nsk management framework was
established 1n comphance with the new standards In addition a contingency funding plan was
revised to comply with the new standards

Daily reports are produced on the usage of funds, hquidity position and circulated to semor
management Liquidity 1s dynamically managed within the treasury department

The forward cash flows based on the group’s contracted positions and requirements for the overall

funding of the group’s business are prepared and reviewed to assess sufficient hquidity 1s
maintamed to ensure the group’s survival under normal and stressed conditions
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FINANCIAL RISK MANAGEMENT (continued)

Liquidity Rusk (continued)

The table below analyses the group’s derivative financial instruments that will be settled on a
gross basis into relevant matunty groupings based on the remaining period at the balance sheet
date to the contractual maturity date The amounts disclosed in the table are the contractual
undiscounted cash flows Balances due within 12 months equal their carryig balances, as the
impact of discounting 1s not sigmficant

At 31 December 2010

Assets
Forward financial futures
contracts
Financial options contracts
Cross currency swaps

Liabilities
Forward financial futures
contracts
Financial options contracts
Cross currency swaps

At 31 December 2009

Assets
Forward financial futures
contracts
Financial options contracts
Cross currency swaps

Lrabilities
Forward financial futures
contracts
Financial options contracts
Cross currency swaps

Less than
1 month
$000

37,463
1,168
439

(30,560)
(559)
(347)

Less than
1 month
$000

41,189
7,077
35

(30,123)
(8,696)
(388)

Between
1and 3
months

$000

84,393
8074

(81,471}
(3,580)

Between
1and 3
months

$000

84.106
10,529

(81,693)
(8,866)

Between
3and 12
months
$°000

32,894
1,506

(33,263)
(11,252)

Between
3and 12
months
$'000

36,424
1,918

(35,601)
(2.121)

Between
1and2
years
$000

9,838
5,836

(17,706)
(2,798)

Between
1and2
years
$000

7,234
229

(5,709)
(1,761)

Between
2and 5
vears
$000

583
533

(507)

Between
2and $
years
$000

3061
1,962

(3,030)

With respect to chent balances, the group holds matched positions so hquidity nisk 15 mingated
since the habihty positions unwind at the same tiume as the asset positions Therefore, the group’s
exposure to hquidity nisk 1s hmated
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FINANCIAL RISK MANAGEMENT (continued)
Liquidity Risk (continuned)

The table below analyses the company’s remaining contraciual financial lLabilities into the
relevant maturity groupings

At 31 December 2010 Between Between Between Between
Less than land3 3and 12 1and 2 2and 5
1 month months months vears years
$000 $7000 $°000 $°000 $°000
Trade creditors 1,705,809 - - - -
Amounts owed to parent
and fellow subsidhanies 129,951 3,873 933 - -
Other creditors 324 1,167 3,949 1,527 -
Accruals and deferred
Income 3,048 10,263 433 - -
Provistons - - - 2,369 -
At 31 December 2009 Between Between Between Between
Less than 1and3 3and 12 1and 2 2and S
1 month months months vears years
$000 $°000 $°000 $°000 $°000
Trade creditors 1,409,289 - - - -
Amounts owed to parent
and fellow subsidianes 137,831 3 930 - -
Other creditors 420 696 2,611 492 1,073
Accruals and deferred
meome 2,836 7.926 416 - 159
Provisions - - - 2,455 -
Ligquidity Reserves

The financial liquidity position of the group has sigmficantly improved during the year Cash at
bank, excluding segregated cash, increased from $445 2milhion at 31 December 2009 1o
8600 8rmillion at 31 December 2010 There continued to be no third party bank borrowings as the
group had sufficient own funds This was largely facihitated by the working capital improvements
achieved by the implementation of changes to customer credit limits As at 31 December 2010 the
group also had access to total undrawn faciiities from third party banks of 3275 Omullion compared
1o $237 Omullion at 31 December 2009
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FINANCIAL RISK MANAGEMENT (continued)
Liquidity Risk (continued)
Sub-participation Agreements

The group has in place two sub-participation agreements which are non recourse with PB
Financial Services Inc and Bache Overseas Funding Linnted Under these agreements the group
can receive cash i exchange for debtor balances to enable the group to manage 1ts cash flow
There has been no requirement to utilise these facihities throughout 2010

Regulatory Capital

The activities of the group are regulated and authonsed by the Financial Services Authonty
(*FSA™) in the United Kingdom This imposes extensive reporting requirements and continuing
self-assessment and appraisal The company 1s subject to capital adequacy supervision
requrements of the FSA and has maintained adequate levels of capital resources Capital
requirements are calculated from market risk, counterparty nsk and operational nsk assessments
Capital adequacy 1s monitored on a regular basis by the management team

The Capital Resources as at 31 December 2010 were $299 Smillion (2009 - $204 6million) This
compares favourably to the Regulatory Capital Requirement of $156 6million at 31 December
2010 (2009 - $149 7mllion)

This level of capital in excess of requirement highlights the company s conservative approach to
rnisk management
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REVENUE
2010 2009
$000 $°000
Commissions on business 39,722 32,503
Dealers as Principals 35,437 17,497
Other 1,759 2,603
76,918 52,603
Fair value gain on financial insiruments at fair
value through profit or loss 684 15,776
77,602 68,379

Revenue has been disclosed instead of tumover and cost of sales as this reflects more
appropnately the nature of the group’s activities

In accordance with FRS 26 ‘Financial lnstruments Recognition and Measurement’, certain assets
and habihities have been recognised and measured at fair value Under the standard, the group 1s
required to disclose the fair value movements on these items separately n the income statement
The net gain on financial instruments designated at fair value duning the year was $0 7rmlhion
(2009 - $15 8mllion) The far value gain represents forward profits on open pesitions marked to
market at the year end and so recogmsed within the financial penod as detailed 1n Note 12

Included within Other revenue are receipts of asset management service fees of $1 6mllion
(2009 - 31 6mullion)

Segmental information
In the opimon of the directors, the disclosure of segmental formation relating to the business

categones and the geographical ongin would be seriously prejudicial to the interests of the group
The directors have therefore apphed the exemption available under SSAP 25

-25.-




PBI GROUP HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 December 2010

4. EMPLOYMENT COSTS

(a) Employment costs, including directors’ emoluments within the group, are as follows
2010 2009
$000 $£'000
Wages and salanes 26,484 27,526
Social secunty costs 3,931 2,235
Pension costs UK plan
Defined benefit service cost 792 879
Defined contributions 1,476 1,172
Overseas plans
Defined benefit service cost 50 44
Other pension costs 152 8
Share incentive costs 3464 2,796
36.349 34,660

The share incentive costs include a mark to market valuation of Restricted Stock Units against the
Prudential Financial Ine share price as listed on the New York Stock Exchange, as permitted under
FRS 20 ‘Share Based Payment’

(b) Directors emoluments
2010 2009
000 $°000
Emoluments 3,042 5,935
Pension costs — Defined contnbution scheme 87 87
Compensation for loss of office - 192
3,129 6,214

The directors were granted 13,044 share awards and exercised 7,877share awards durning the year

Of the current directors, none (2009 - 1) are members of the group defined benefit pension plan
and 3 (2009 - 4) are members of the group defined contnbution plan, operated for all ehigible
employees of subsidiaries of Prudential Financial, Inc operating in the UK

(c) Remuneration of the highest paid director
2010 2009
$°000 $ 000
Emoluments 1,252 3,238

The highest paid director was granted an additional 5,205 share awards and exercised 4,794 share
awards from tis total holdings duning the year

The highest paid director had accrued benefits in the defined benefit scheme at the end of the year
of $0 1million and a total accrued pension amount at 31 December 2010 of $1 5million
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4. EMPLOYMENT COSTS (continued)
(d) The average number of persons, including directors, employed by the group 1s analysed below
2010 2009
Ne. No
Sales and dealing 54 60
Admunistration 101 97
155 157

(e) Share based payments

The group’s equity settled share-based payment plan consists entirely of PFI’s long-term incentive
programme (LTIP} The number of shares held and the subsequent adjustment to equity 1s
disclosed below

Under the LTIP, the group may award ehigible employees, a combination of restricted stock umits
and stock options All plans vest over a 3 year period and are exercisable over a 10-year period
The options are valued using a bimomial valuation, using the details in the Table below
Components of the table take into consideration the worldwide workforce of PFI

Long-term incentive plans

Options hie Value

Share price In years Expected per

at grant Exeraise  (maximum  Risk free  Expected dividend  option

Grant Date date price 10) rate  volatihity yield USD
11/02/2003 $2990 $2990 550 3038% 26 27% 1 20% $746
11/03/2003 52799 $2799 550 2 920% 26 27% 1 20% $693
0%/03/2004 $46 42 $46 42 550 3 400% 25 84% 12%  $122]
08/02/2005 $5575 $5575 519 3730% 23 771% 120% 51288
08/03/2005 $5791 5791 . 519 3 790% 23 77% 120%  $1423
14/02/2006 $76 15 $76 15 514 4 570% 20 65% 120% 51783
14/03/2006 $76 42 $76 42 514 4 720% 20 65% 1 20% 51814
17/04/2006 $7443 $74 43 514 4 900% 20 65% 120%  $1796
15/05/2006 $78 54 $78 54 514 5 000% 20 65% 120% $i912
15/06/2006 $76 22 $76 22 514 5020% 20 65% 120%  $i859
13/02/2007 $91 73 $91 73 487 4750% 1821% 110%  $2055
13/03/2007 £8791 18791 4 87 4 710% 1821% 110%  $1961
16/04/2007 $93 00 £93 00 487 4 480% 18 21% 110%  $2027
15/06/2007 $101 69 5101 69 4 87 4 670% 18 21% 1 10% $22 59
12/06/2007 $98 36 $98 36 487 4 670% 1821% 110% 52185
16/07/2007 $97 12 $97 12 4 87 5030% 1821% 110%  $2236
12/02/2008 369 03 $69 03 4 69 2910% 20 59% 110%  $1365
11/03/2008 $7274 $7274 4 69 2910% 2059% F10%  $14 39
10/02/2009 $25 30 $25 30 485 I 510% 48 96% 1 10% $8 80
15/07/2009 $3945 $39 45 4 85 1 990% 48 96% 110%  $1393
09/02/2010 348 36 $48 36 510 2360% 44 41% 110% 51794
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4, EMPLOYMENT COSTS (continued)
(e) Share based payments (continued)
The equity settled employee stock plan awards are as follows

Long-term Incentive Plan - Options

As at 1st As at 31" Exercise/

Date of January Exercised/ December Share
Grant 2010  Granted Vested Forferts 2010 Price
11/02/03 3,213 - - - 3,213 $2990
11/02/04 4,845 - (874) - 3,971 $45 18
09/03/04 2294 - - - 2,294 $46 42
08/02/05 6,546 - (1,118) - 5428 $5575
08/03/05 1,840 - - - 1,840 $5791
14/02/06 6,466 - - - 6,466 $76 15
14/03/06 2,401 - - - 2,401 $76 42
17/04/06 1,346 - - - 1,346 $7443
15/05/06 591 - - - 591 $78 54
15/06/06 191 - - - 391 $7622
13/02/07 1,385 - - - 1,385 $91 73
13/03/07 1.974 - - - 1,974 $8791
16/04/07 308 - - - 308 $93 00
12/02/08 2,565 - - - 2,565 $69 03
11/03/08 5,239 - - - 5,239 $7274

Long-Term Incentive Plan - Restricted Stock Units (‘RSU’)

As at Ist As at 31" Exercise/

Date of January Exercised/ December Share
Grant 2010  Granted Vested Forfeuts 2010 Price
13/02/07 19,068 - (19,061) €] - $9173
16/04/07 101 - (101) - - $9300
15/06/07 114 - (114) - - $10169
16/07/07 302 - (302) - - $9712
12/02/08 17,170 - 373) {210y 16,587 $6903
11/03/08 203 - - - 203 $7274
10/02/09 74 406 - 624y &777) 69,005 $2330
15/07/09 714 - - - 714 $3945
09/02/10 - 34378 a4 (1,079 33,285 $48 136
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Weighted
average
exereise
price of
options

$7 46
$1143
f1221
1288
$1423
$17 83
$1814
$1796
$1912
$1839
32055
3196l
$2027
$1365
31435

Weighted
average
exerose
price of
options

Exercise/Vesting

dates

From To
11/02/06  11/02/13
11/02/07  11/02/14
09/03/07  09/03/14
08/02/08  08/02/15
08/03/08  08/03/15
14/02/09  14/02/16
14/03/09  14/03/16
17/04/09  17/04/16
15/05/09  15/05/16
15/06/09  15/6/16
13/02A10  13/02/17
13/03/10  13/03/17
16/04/10  16/04/17
12/02/11  12/02/18
/03411 11/03/18
Exercise/

VYesting

dates

13/02/10
16/04/10
15/06/10
16/07/10
12/02/11
11/0311
10/02/12
15/07/12
09/02/13
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(e)

H

EMPLOYMENT COSTS (continued)
Share based payments (continued)

In November 2010 the group implemented an HM Revenue & Customs approved UK Save As
You Earn (“SAYE”) Share Plan Eligible employees were allowed to enrol, after an invitation
pertod and contribute up to £250 per month to the SAYE via payroll deductions over a 36-month
pentod (SAYE Savings Cycle) At the end of the SAYE Savings Cycle, parhicipants have the
option to purchase shares of PFI common stock at a discounted option price of $46 05, which
represents a 15% discount to the PFI grant date closing price of $54 18 In accordance with FRS
20 ‘Share-based Payment’ the group places a fair value on the award using a binomtal valuation of
$21 50 and charges the profit and loss account over the vesting period

Pension schemes

The group operates pension schemes in the United Kingdom and Germany for the benefit of 1ts
employees 1n those termtones Details of these schemes are provided below

UK pension schemes — Defined benefir plan

A group defined benefit pension plan 1s operated for all eligible employees of subsidianies of
Prudential Financial, Inc operating in the United Kingdom, who entered service pnor to 1 Apni
2002

The UK defined benefit plan was closed to new members from 31 March 2002 With effect from 1
October 2010 after the conclusion of a formal consultation period with participating employees and
the Plan Trustees, agreement was reached and the group closed the defined benefit section of the
pension plan to future accrual As part of the closure agreement, the group made a one-off
contribution of £10 Omailion ($15 6million) 1 2010 with further annual contnbutions of £2 Omilhon
($3 Imulion) to be paid each year for the next 10 years to address the current deficit Active
members were invited to join the defined contribution section of the plan

A curtailment was assumed to have cccurred at 30 September 2010 which was matenal enough to
lead to a remeasurement of the obligation and related plan assets at 30 September 2010 and resulted
1n the recognition of a curtaillment gain 1n the pension cost

The directors of the group have consulted with the actuanes and concluded that the underlying
assets and habihties of the UK defined benefit plan cannot be allocated to individual, participating
companies on a consistent and reasonable basis  As a result, the disclosures below are made for
the plan as a whole and include amounts attributable to employees outside of the group As the
majonty of plan participants are employees of the group, FRS 17 disclosures regarding the plan
are most appropriately made within these financial statements The plan's assets are legally
separated from the group s assets and form no part of these financial statements

The actuanal valuation at 31 December 2010 for the United Kingdom plan showed a movement
from a deficit of $26 9mullion 1n 2009 to a deficit of $0 6million 1n 2010

The accounting valuations for the UK and German pension schemes have been performed by
Mercer, an independent actuary
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t)

EMPLOYMENT COSTS (continued)
Pension schemes (continued)
UK pension Schemes- Defined contribution plan

The defined contribution plan 1s operated for all eligible employees of subsidianes of Prudential
Financial, Inc operating 1n the United Kingdom, who entered service on or after 1 Apnl 2002
Group contributions to this section are based on the age of the member on joining or on renewal at
1 Apnl each year

Germany pension schemes

A defined benefit plan 1s operated for all eligible employees The plan 1s remnsured by individual
msurance contracts held in the name of the group with a multi-national insurer The net investments
in these contracts have been recogmised as a separate financial asset on the balance sheet  All costs
relating to the plan (including insurance premiums and other costs as computed by the nsurer) are
met mn full by the company

The plan prowvides for a pension of 1% of accrued eamings up to EUR 102,258 plus 0 5% of
pensicnable eamings above the state social security ceilling Pensions m payment are reviewed
triennially 1in accordance with German law The last formal valuation was performed as at 31
December 2010
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(f

EMPLOYMENT COSTS (continued)

Pension schemes (continued)

Bache & Associates Retirement Plan — UK Defined Benefit Plan Disclosures under FRS 17

Change in benefit obligation

Benefit obligation at beginning of year

Service cost

Interest cost

Plan members contributions
Actuanal loss

Benefits paid

Plan curtailment
Settlements

Exchange rate changes

Benefit obligation at end of year

Change in plan assets

Fair value of plan assets at beginning of
year

Expected return on plan assets
Actuanal gain/{loss)
Employer contributions
Member contributions
Benefits paid from plan
Settlemenis

Exchange rate changes

Fair value of plan assets at end of year
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2010
$000

(184,552)

(825)
(10,261)
(136)
(5,548)
3,877
4,189

6.654

(186,602)

2010
5°000

157,661
9,001
11,086
17,728
136
(3,877
(5,685)

186,050

2009
$°000

(134,513)

(973)
(8,798)
(199)
(30,741)
5,224

1,502
(16,054)

(184,552)

2009
$r000

151,150

10,190
(16,299)
1,305
199
(5,224)
(1,502)
17.842

157,661



PBI GROUP HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 December 2010

4. EMPLOYMENT COSTS (continued)

(H) Pension schemes (continued)

Amounts recoghnised in the Balance

Sheet 2010 2009
$°000 $°000

Present value of funded obligations (186,602) (184,552)
Fair value of plan assets 186.050 157.661
Deficit for funded plans (552) (26,891)
Related deferred tax asset 149 7.530
Net liability 403) (19,361
Amounts in the Balance Sheet

Liabilinies (403) (19,361)
Components of pension expense 2010 2009

$000 $°000

Current service cost 825 973
Interest cost 10,261 8,798
Expected return on plan assets 9.001) (10.190)
Total pension expense/(income)
recognised in the Profit and Loss
Account 2085 (419
Statement of Total Recognised Gains 2010 2009
and Losses $°000 $'000
Actuanial gain/(loss) immediately
recognised 5,538 (47,040)
Restricted surplus - 1,066
Total pension gain/(loss) recognised 1n
the STRGL 5,538 45,974
Cumulative amount of actuarial (Joss)
immediately recognised (24,506) (80,044)
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4.

(H

EMPLOYMENT COSTS (continued)

Pension schemes (continued)

Plan assets 2010 2009
The asset allocation at the year end was as

follows

Equitigs 41% 39%
Bonds 59% 61%

There were no amounts invested in property or 1 the company’s own financial struments

To develop the expected long-term rate of return on assets assumption, the company considered
the current level of expected retums on nisk free mvestments (primanly government bonds), the
hustorical level of the risk premuium associated with the other asset classes in which the portfolio 1s
invested and the expectations for future returns of each asset class The expected return for each
asset class was then weighted based on the actual asset allocation to develop the expected long-
term rate of return on assets assumption for the portfoho which resulted in the selection of a rate
of return agsumption of 5 92%

Actual return on plan assets 2010 2009
$°000 $7000
The actual return on plan assets duning the
year 20,087 (6,109
Weighted average assumptions to 2010 2009
determine benefit obligations:
Discount rate 5.60% 5 80%
Rate of compensation increase N/A 5 10%
Rate of increase in Retail Prnice Index 3150% 350%
Rate of increase in Consumer Price Index 3.0% N/A
Rate of pension increases 3.50% 3 50%
Weighted average assumptions to 2010 2009

determine net pension cost:

Dhscount rate 5.80% 5 90%
Expected long-term return on plan assets 5.92% 6 10%
Rate of price inflation 3.50% 2 80%
Rate of pension increases 3.50% 2 80%

The UK Government announced on 8 July 2010 that statutory pension increases or revaluations
would be based on the Consumer Prices Index (*CPI”) measure of price inflahon from 2011,
rather than the Retail Prices Index ("RP1™} measure of price inflation The group has decided from
December 2010 that future pension mcreases in deferment will be based on CPI as opposed to RPI1
to reflect the changes n statutory pension increases This has been accounted for as an actuaral
gain, since 1t leads to a change 1n the assumption for future statutory revaluations
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4,

(f)

EMPLOYMENT COSTS (continued)

Pension schemes (continued)

Weighted average life expectancy for 2010
mortality tables used to determine

benefit obligations:

Member age 65 (current life expectancy) 22.6 yrs
Member age 45 (Iife expectancy at age 65) 244 yrs

History of defined benefit obligations, assets and experience gains and losses

2010 2009 2008 2007
$’000 $°000 $000 $°000
Defined benefit
obligation (186,602) {184,552) (134,513) (204,235)
Fair value of plan
assets 186,050 157,661 151,150 210,929
(Deficit)/Surplus (552) 26,891 _16,637 6,694
Dhfference between
expected and actual
return on assets
Amount 11,086 (16,299) (11,927) (2,178)
Percentage of plan
assets 6% (10%) {8%) (1%)
Expenence
gains/(losses) on plan
Liabilities
Amount 1,529 2,119 2,326 1,400
Percentage of plan
habilities 1% (1%) (2%) (1%)
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2009

213 yrs
231 yrs

2006

$000
(209,901)

204,227

3,674

334

0%

(7,793)

4%
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 December 2010

EMPLOYMENT COSTS (continued)
Pension schemes (continued)

Bache & Associates Retirement Plan — Germany Defined Benefit Plan Disclosures under
FRS 17

Change in benefit obligation

2010 2009
$£000 $°000
Benefit obligation at beginning of year (21,503) (20,235)
Service cost (50) {44)
Interest cost (1,028) (L,171)
Actuanal loss (610) (483)
Benefits paid 1,069 1,048
Exchange rate changes 1.438 (618)
Benefit obligation at end of year (20,684) (21,503)
Amounts recognised in the Balance
Sheet 2010 2009
$°000 $°000
Present value of funded obligations (20,684) (21,503)
Fair value of plan assets - -
Deficit for funded plans (20,684) (21,503}
Related deferred tax asset 495 465
Net liabihty (20,189) (21,038)
Amounts in the Balance Sheet
Liabilities (20,189) (21,038)
Assets used for PBO held outside of
DB plan 18.852 19,842
Net liabilities {1,337) {(1,196)
Components of pension expense 2010 2009
$°000 $000
Current service cost 50 44
Interest cost 1,028 1.171
Total pension expense recognised in the
Profit and Loss Account 1,078 1,215
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(f)

EMPLOYMENT COSTS (continued)
Pension schemes (continued)

Statement of Total Recognised Gains
and Losses

Actuanal loss immediately recogmsed

Total pension loss recognised m the
STRGL

Cumulative amount of actuanal loss

immediately recognised

Weighted average assumptions to
determine benefit obligations

Discount rate

Rate of compensation increase
Rate of price inflation

Rate of pension increases

‘Weighted average assumptions to
determine net pension cost for vear
ended:

Discount rate

Expected long-term return on plan assets
Rate of price inflation

Rate of pension increases

Weighted average life expectancy for
mortality tables used to determine

benefit obligations:

Member age 65 (current hfe expectancy)
Member age 40 (iife expectancy at age 65)
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2010
$'000

(610)
619
(610)
2010

5.10%
3.00%
2.00%
2.00%

2010

5.25%

2.00%
2.00%

2010

20.34 yrs
23 61 yrs

\
2009 |
5000

(483)

6l

2009

525%
3 00%
200%
2 00%

2009

575%

225%
225%

2009

18 29 yrs
21 64 yrs
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

for the year ended 31 December 2010

H

EMPLOYMENT COSTS (continued)

Pension schemes (continued)

History of defined benefit obligations, assets and experience gains and losses

2010

$000
Defined benefit
obhigation (20,684)
Fair value of plan
assets -
Deficit (20,684)
Expenence
eains/(losses) on plan
liabilities
Amount 318
Percentage of plan
liabilities 2%
INTEREST INCOME

2009
$°000
(21,503)

21,503

34]

2%

2008
$ 000
(20,235)

(20,235)

420

2%

2007
$°000

(21,357)

(21357

690

3%

2006
$7000

{20,054)

(20,054)

407

2%

Interest receivable includes $0 6milhon (2009 - $2 8million) recervable from parent and fellow

subsidiary companies

INTEREST EXPENSES AND SIMILAR CHARGES

Bank loans and overdrafts repayable within

5 years
Loans from parent and fellow subsidiary
companies
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2010
$°000

2009
$°000

1,591
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 December 2010

PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION

2010 2009

$'000 $:000

Depreciation — owned assets 1,170 1,368
Operating lease rentals

- land and buildings 523 479
Auditor’s remuneration

- audit of the company’s annual accounts 45 49

- audit of other group compames 366 401

- non audit services - -

Foreign exchange loss/{(gain) 53 1,529

In 2010 addittonal discontinued operations expenses were incurred which had not previously been
provided and charged within admimistrative expenses 1n the profit and loss account of $0 7million
(2009 - $0 1mulkion)

Staff costs have been disclosed 1n Note 4

TAX ON PROFIT ON ORDINARY ACTIVITIES

2010 2009
5000 $000
Analysis of charge in year
Current tax
UK corporation tax on profits for the year 6,840 5,308
Adjustment mn respect of previous years 128 (1.938)
6,968 3,370
Foreign tax - -
Total current tax 6,968 3,370
Deferred tax 1.845 765
Total tax expense on profit on
ordinary activities 8.813 4,135
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TAX ON PROFIT ON ORDINARY ACTIVITIES (continued)

2010 2009
5’000 $°000
Factors affecting the tax charge
for the vear
Profit on ordinary activities before tax 30,185 19.761
Profit on ordinary activities at standard
rate of UK tax of 28% (2009 - 28%) 8,452 5,532
Effects of
Amounts disallowed for tax purposes 562 389
Caputal allowances for year in
excess of depreciation 377 (459)
Group relief 195 (42)
Higher tax rates on overseas earnings - -
Adjustment for pension costs (1,992) (112)
Adjustment 1n respect of previous years 128 (1,938)
6,968 3,370

Factors that may affect future tax charges

Deferred taxation relating to capital allowances and other timing differences 1s provided only 1n so
far as a hability or asset 1s expected to crystallise m the foreseeable future Total taxation deferred
and unprovided 1n respect of all capital allowances losses amounts to an asset of $1 1milhion (2009
- $t 2mullion) based on a corporation tax rate of 27%

The main rate of corporanion tax changed to 26% from 1 Apnl 2011, rather than the previously
announced 27% as enacted by the Resolution under Provision of Taxes Act 1968, which was
passed on 29 March 2011 Had the change 1n main rate of tax been known at the end of the year 1t
would have resulted 1n an 1mmatenial change to the deferred tax P&L charge of $0 1lmillion and a
reduction in the unprovided deferred tax asset to $1 Omullion
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TANGIBLE FIXED ASSETS
Office
equipment,
Leasehold furniture
Improvements and fittings Total
$°000 $'000 $°000
Cost
1 January 2010 6,490 3,497 9,087
Additions - 145 145
31 December 2010 6,490 3,642 10,132
Depreciation
1 January 2010 1,872 2,163 4,035
Charge for the year 649 521 1,170
31 December 2010 2,521 2,684 5,205
Net book value
31 December 2010 3,969 ~958 4,927
31 December 2009 4618 1,334 5,952

All Tangible Fixed Assets are held at book cost There have been no impairments of assets dunng
the year

The company does not hold any capitalised assets under finance lease arrangements




PBI GROUP HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 December 2010

10. AVAILABLE FOR SALE INVESTMENTS

Available for sale financial assets include the following

2010 2009
$*000 $°000
Cost Fair value Cost Fair value
Current Assets

Metal warrants

stock (a) 10,163 10,163 35,837 35,837

Fixed Assets

Exchange and

market membership  (b) 1 2,845 33 2,952
German pension
insurance policies (<) 18.852 18.852 19.842 19.842
18,885 21,697 19,875 22,794
(a) These amounts represent metal warrants held as short term investments by the group
(b) These amounts represent the farr value of exchange market membershups held by the

group on the London Metal Exchange Ownership of the London Metal Exchange ‘B’
shares 1s a condition of membership

(c) These amounts represent insurance policies held by the group s German branch to meet

penston obligations to employees These amounts are held at their fair value which has
been deemed to be not matenally different from their cash surrender value
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FIXED ASSET INVESTMENTS

Parent

Investments n shares of unlisted subsidiary companies at cost

2010 2009
$°000 $000
Cost 157,042 157,042
Distribution - -
31 December 2010 157,042 157,042

Details of the subsidiary companies held directly and indirectly are given in Note 26

The company owns 100% of the allotted share capital of PBI Holdings Limited which 1s registered
1t England and Wales

FINANCIAL ASSETS AND LIABILITIES AT FAIR VALUE THROUGH PROFIT
OR LOSS

As at 31 December 2010, the net marked to market value of open positions resulted 1n a financial
gain on assets at fair value through profit or loss of $0 7million (2009 - $15 8mullion)

Assets Liabilities Total
$°000 3000 $’000
2010
Exchange traded derivatives
assets/(liabilites) 165,171 (163,507) 1,664
Non exchange traded derivatives
assets/(liabilities) 17,117 (18,189) (1,072)
Cross currency swaps
assets/(liabilities) 439 (347) 9
182,727 (182,043) 684
2009
Exchange traded denivatives
assets/(lhiabilities) 172,014 (156,156) 15,858
Non exchange traded denvatives
assets/(habihities) 21,715 (21,444) 271
Cross currency swaps
assets/(hiabiliues)} 35 (388) 353
193,764 177,988 15,776
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13.

TRADE AND OTHER DEBTORS

Group
2010 2009
$*000 $°000
Trade debtors 1,152,207 1,035,206
Segregated debtors 228,578 249,176
Amounts owed by parent and
fellow subsidiary companies 12,019 6,541
Other debtors 770 4,617
Prepayments and accrued income 6,010 3,345
Deferred tax assets 6,600 4,398
1,406,184 1,303,283
(a) Trade debtors include amounts receivable from segregated brokers of $582 6milhion

(2009 - $501 2million) Of this $541 6milhon 1s due from an affihated broker PB
Commodines LLC (2009 - $481 9million)

{b) Trade debtors nclude balances owed from customers of $226 2million (2009 -
$165 Stmlhion) within the approved credit limts

(c) Segregated debtors represent amounts held by clearing houses in separate accounts, on
behalf of clients, as required by the rules of the Financial Services Authonty

The carrying ameunt of debtors 1s a reasonable approximation to the farr value Concentration of
credit risk with respect to trade receivables 15 imited due 10 the group’s customer base being large
and unrelated Due to this, management believe there 1s no further credit nsk proviston required 1n
excess of normal provision for doubtful receivables

As of 31 December 2010, there were no outstanding trade debtors mmpawred and provided for
(2009 - $ml)

Included within trade and segregated debtors are amounts held in currencies other than USD due
from non-affilbated accounts of $141 8million (2009 - $126 6million) The pnncipal carrying
amounts were i GBP and Euros of $35 4million and $72 1mullion respectively as at 31 December
2010 and $20 lmilion and $60 7million at 31 December 2009

The other classes within debtors do not contain impaired assets

The maximum exposure 1o credit nsk at the reporting date 1s the fair value of each class of debtor
mentioned above

The group held collateral on behalf of customers at the fair value of $49 2million at the end of the
year as an alternative to cash deposits (2009 - $14 9million) All margin requirements against
collateral are taken as outright transfer As a result, the group when returning any margin back to
customers can return margin other than the onginal margin or the onginal type of margin
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13. TRADE AND OTHER DEBTORS (continued)

Deferred tax
The table below includes deferred tax on the pension habihty {(Note 4) which has been offset
against the defined benefit hability in accordance with FRS 17 ‘Post Retirement Benefits’

2010 2009
$°000 $'000
Deferred tax asset/(liability) at 1 January 2010 11,340 (653)
Charged to the profit and loss account (1,845) (764)
Amount taken to STRGL (1,836) 12,842
Foreign exchange movements (415) (85)
At 31 December 2010 1,244 11,340
The Deferred tax asset 1s recognised on the following
2010 2009
3000 $°000
Special pension payments 3,29 -
Excess capital allowance over net book value of
assets ' 1,387 1,700
Deferred tax deductions 1,914 1.645
Deferred tax asset 6,600 3,345
Deferred tax asset offset against the Pension
defined benefit habihity _644 2,995
Parent
2010 2009
$000 $°000
Amounts owed by subsidiary companies 14 12

The main rate of corporation tax changed to 26% from 1 April 2011 rather than the previously
announced 27%, as enacted by the Resolution under Provision of Taxes Act 1968, which was
passed on 29 March 2011 Had the change in main rate of tax been known at the end of the year 1t
would have resulted 1n a revised calculation of deferred tax asset of $6 9million
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14.

15.

CASH AT BANK AND IN HAND

Cash at bank and 1n hand includes $120 8million (2009 - $35 9million) of segregated cash held on
behalf of clients, in separate accounts The group has restricted access to these funds, as required
by the rules of the Financial Services Authonty

SHORT TERM LOANS
Group
2010 2009
$°000 $°000
Unsecured subordinated loan stock 80,445 4,294

The carrying amounts of short-term borrowings approximate their fair value

The group has undrawn loan faciities with several banks to meet short-term business funding
needs At the year end the group had no external borrowings (2009 - $ml) Loans held during the
year were predominantly in USD and where these were not held in USD economic hedging 1s used
by the group to mitigate foreign currency nsk

Parent
2010 2009
$°000 $°000
Unsecured subordinated loan stock 80,445 84,294
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15.

16.

SHORT TERM LOANS (continued)

Group and parent

Unsecured subordinated loan stock totalling $80 4million (2009 - $84 3million}, 1ssued a1 par, 18

held by the parent company, Prudential Securities Group Inc

Interest 1s payable on the stock

monthly at three-month LIBOR plus 0 25% The stock 1s repayable, at par, at the option of the
group or the siockholder, forthwith upon receipt of wntien notice  In the event of the winding-up
of the group, the claims of the stockholders rank after the claims of all other creditors

CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Group
2010 2009
$%000 $7000
Trade creditors 1,705,809 1,409,289
Amounts owed to parent and
fellow subsidiary companies 134,757 138,764
Other creditors 6,967 5,292
Accruals and deferred income 13,744 11,337
1,861,277 1,564,682
{(a) Trade creditors inciude $533 3million {2009 - $197 7million) owed to parent and fellow

subsidiary compames 1n the ordinary course of business, which are settled monthly These
amounts are non interest bearing

(b} Trade creditors mclude $966 4million (2009 - $786 3million) of segregated creditors
representing client margins held on deposit, in separate accounts, with restricted access, as
required by the rules of the Financial Services Authonty

(c) Included in trade creditors are amounts due 1n currencies other than USD which amount to
$394million (2009 - $188 8million)

(d) Amounts owed to parent and fellow subsichary companies are unsecured and interest
bearing

() Other creditors include tax and social secunty of $3 2mllion In 2009 tax and social
security was a net debtor balance of $3 2million and was mcluded within Other debtors

Parent

2010 2009
$000 $°000

Amounts owed to parent and fellow

subsichary companies 18,237 13,687
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17.

18.

PROVISIONS FOR LIABILITIES AND CHARGES

2010

$°000

At 1 January 2010 2,455

Charged to the profit and loss account 166
Utilised during the year (252)

At 31 December 2010 2,369

2009

$°000

At 1 January 2009 3,533

Charged to the profit and loss account 551
Utilised duning the year 1,629)

At 31 December 2009 2,455

The restructuring provision remaining as at 31 December 2010 includes amounts for severance of
$0 2million (2009 - $0 4million) and legal provisions of $1 8mullion (2009 - $1 6mullion) The
group provision for outstanding PAYE payments ansing from redundancies made in previous
years 15 $0 3mullion (2009 - $0 3million) The occupancy provision for lease exit costs has
reduced from $0 2mullion 1n 2009 to $0 imilhon 1n 2010 Tt 1s expected that all reserves will be
used 1n full dunng the next two financial years

PENSION LIABILITY

Other pensions and similar obligations are recogmsed on the following,

201¢ 2009

$°000 $°000

UK Defined Benefit Plan — Note 4 403 19,361
Germany Defined Benefit Plan — Note 4 20.189 21,038
20,592 40,399

Under the requirements of FRS 17 *Post Retirement Benefits® actuarial valuations of the pension
liabihties of the group were undertaken at 31 December 2010 and 31 December 2009 These
quantified the past service pension habilities of the group, which have been recogmsed n the
accounts Included within this amount are obligations relating to the German pension scheme of
$20 7million (2009 - $21 5rmllon)
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19. CALLED UP SHARE CAPITAL

Group and parent

2010
*000
Ordinary shares of $1 each
Authonised $ 500,000
Number of shares 300,000
Allotted and fully paid § 38,676
Number of shares 58,676

2009
‘000

$ 300,000
500,000

$ 58,676
58,676

20. RECONCILIATION OF MOVEMENT IN SHAREHOLDERS’ FUNDS EXCLUDING

SHARE CAPITAL
Group
Currency Stock Available Profit and
Capital translation option for sale  Loss account
contribution FESCIVe  reSeTve reserve - subsidiarics
$°000 $’000 $°000 $'000 $'000
At 1 January 2010 10,504 41,036 2,689 2,954 67,128
Profit / (loss) for the
financial year - - - - 22,071
Actuarial gain
pension - - - - 4,928
Other movements 1in
pension reserve - - - - 819
FRS 20 cquity
movements - - 1,481 - -
Share bascd payments - - 887 - -
Movement on deferred
tax relating to pension
habihity - - - - (1,836)
Revaluation to fair value - - - - -
At 31 December 2019 10,504 41,036 3,057 2,954 23,110

_48 -

Profit and
Loss account
- parent Total

$°000 $'000

(10,107) 114,204
699) 21372

- 4,928

- 819

- 1,481
- 887

(1,836)

(20.806) 141855
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20. RECONCILIATION OF MOVEMENT IN SHAREHOLDERS’ FUNDS EXCLUDING
SHARE CAPITAL (continued)

Group
Currency Stock Available Profit and Profit and
Capital translation option  for sale  Loss account Loss account
contribution reserve  reserve  reserve - subsidiartes - parent Total
$'000 $'000 $000 $°000 $'000 $'000 $7000
At 1 January 2009 10,504 42731 410 297 81,594 (9,269) 126267
Profit / (loss) for the
financial year - - - - 16,464 (838) 15,626
Actuanal (loss}
pension - - - - (46,457) - (46,457)
Other movements tn
pension reserve - - - - 728 - 728
FRS 20 equity
movements - - 1,912 - - - 1,812
Sharc based payments - - 367 - - - 367
Foreign exchange
transtation on foreign
operalions - (1,695) - - 1,957 - 262
Movement on deferred
tax relating to pension
hability - - - - 12,842 - 12,842
Revaluation to tair value - - - 2657 - - 2,657
At 31 December 2009 19,504 41,03¢ 2,689 2.954 67,128 (10,107) 114204
21. OPERATING LEASE COMMITMENTS
Group commitments under operating leases for the next financial year are as follows
2010
Land and
buildings
$°000
Non-Cancellable
Leases which expire
Over five years 528
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22,

23,

SEGREGATION OF CLIENT MONEY

2010 2009

$°000 $°000

Segregated cash 120,751 35,865
Segregated debtors 228,578 249,176
Segregated brokers 582,616 501,272
Segregated habilities " (966,357) (187.236)
Total Under Cover 34,412 923

The group generates segregated funds through 1ts futures and options brokerage business Clients
can choose to have thewr client funds segregated in accordance with client money rules set down
by the Financial Services Authority which 1s responsible for the supervisien of investment firms 1n
the UK

As required by the Financial Services Authornity the group has separate bank and broker accounts
set up for those clients that have opted to be under the client money rules The cash and assets
within these accounts 1s maintained separate from that in the non-segregated bank accounts which
are included 1n the balance sheet

The segregated client money requirements are reconciled daily with a corresponding increase or
reduction n the segregated bank accounts made the following business day

POST BALANCE SHEET EVENTS

On 30 June 2011, Prudential Financial, Inc, the ultmate parent company, sold its global
commodities business, to Jefferies Corp, Inc , which includes Bache Commodities Limited Bache
Commodities Ltd was re-named Jefferies Bache Ltd as of 1 July 2011

In January 2011 a hqudity buffer of $10mullon in US Treasury Bills was established for the
purpose of prudent liqumdity management This will be monitored on an ongoing basis

From 1 April 2011 the main rate of corporation tax was changed to 26% rather than the previously
expecied 27% As this was an announcement after the balance sheet date, these financial
statements have not been adjusted for this change but the relevant deferred tax disclosures
Notes 8 and 13 have been updated to reflect this change
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25.

26.

CAPITAL MANAGEMENT

The group’s objectives when managing capital (Share capital and reserves) are to safeguard the
group’s ability to continue as a gomng concern n order to provide returns for shareholders and to
maintain an optimal capital structure to reduce the cost of capital The group has adequate capital
in accordance with the Financial Services Authority requirements

In order to maintain or adjust the capital structure, the group may adjust the amount of dividends
paid to shareholders, return capital to shareholders, 1ssue new shares or sell assets to reduce debt

The continued volatility in comsmodities markets has increased the group s credit exposure against
chents and counterparties The group manages credit exposure by way of credit and nsk
management committees staffed at Board level All exposures are momtored daily agamst nsk
limits and relationships reviewed at least annually

ULTIMATE PARENT COMPANY

The group’s ultimate parent company 15 Prudential Financial, Inc, a company established in the
United States of Amernica It 1s also the parent undertaking of the largest group which includes the
company and for which group financial statements are prepared

The parent undertaking of the smallest group which includes the company and for which group
financial statements are prepared 1s Prudenual Secunties Group LLC, a2 company established in
the United States of Amenica

Copies of the financial statements of Prudential Financial, Inc and Prudennal Securities Group
LLC are avaiiable on request from 751 Broad Street, Newark NJ07102, United States of America

SUBSIDIARY COMPANY INFORMATION

Holding  Class of
Company % shares Activi

Principal trading subsidiaries

Bache Commodities Limited 100 £1 ordinary Broker and trader 1n the futures
markets with branches 1n
Germany, in addition to the

United Kingdom
Holding companies
PBI Holdings Limited 100 £] ordmary Holding company
PBI (UK} Limited 100 £1 ordnary Holding company

All of the above companies are registered 1n England and Wales

The company holds shares in PBI Holdings Limited directly All other compames are indirectly
held subsidiaries
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