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VANGUARD ASSET SERVICES, LIMITED

Report of the Directors in respect of the period ended 31 December 2010

The Directors present, herewith, thewr annual report and the audited financial statements of the
individual entity for the period ended 31 December 2010

Principal Activities

The Company was domictled and incorporated on 4 May 2011 n the United Kingdom to act as a
holding Company

Review of operations
The results of the Company for the period ended 31 December 2010, are set out 1n detail on page 8
Dividends

The directors of the Company recommended that no dividend be paid for the period ended 31
December 2010

Significant changes tn the state of affairs

During the peried ended 31 December 2010, the Company 1ssued 2 Ordinary Shares to Zealous, Inc
Refer to Note 12 for details of the parent entity

During the period ended 31 December 2010, the Company mvested £5,000,000 m 1t’s newly created
subsidiary Vanguard Asset Management, Ltd (VAM)

In the opimion of the directors there were no other sigmficant changes in the state of the affairs of the
Company that occurred during the financial year

Liakely developments
The Company will continue to act as a holding Company for the European group
Risk Management Policies

The Company’s operations expose 1t to a number of financial risks which are detailed m note 3 on page
14

The Company maintains a transfer pricing arrangement with The Vanguard Group Inc, (“VGI”) for
activities which the Company engages in on behalf of VGI, under a Global Service Agreement

This arrangement allows the Company to pass many of the financial risks associated with operations of
the business through to 1ts ultimate parent

Indemnities and insurance premiums for officers or auditors

Indemnification

Under the Company’s constitution, the directors and officers are indemmified out of the Company’s
assets for any loss, damage or expense or other hability incurred by him or her n properly performing
or excising any of his or her powers, duties or nights in relation te the Company

The Company has not indemnified any auditor of the Company

Insurance premiums
During the financial period, and again since the end of the financial penied, the subsidiary Company

Vanguard Investments UK, Limited (VIUK) paid its premium for an insurance policy for the benefit of
the directors and employees of the Company and related bodies of the Company

The habilities that are insured are legal costs that mught be incurred in defending civil or crimmal
proceedings that may be brought against the directors and officers in thewr capacity as directors and
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officers of the Company, and any other payments arising from liabilities incurred by the directors and
officers 1n connection with such proceedings

Capital Management

The Company’s objectives when managing capital are to safeguard the Company’s abihity to continue
as a going concern in order to provide returns for shareholders and benefits for other stakeholders and
to maintain an optimal capital structure to reduce the cost of capital

The Pallar 3 document 1s available on the Vanguard UK website, www vanguard co uk
Statement of Directors’ Responsibilities

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

Company law requires the directors to prepare financial statements for each financial year Under such
legislation the directors have elected to prepare the financial statements in accordance with
Internattonal Financial Reporting Standards (IFRSs) as adopted by the Eurepean Union In preparing
these financial statements, the directors have also elected to comply with [FRSs, 1ssued by the
International Accounting Standards Board (JASB) Under company law the directors must not approve
the financial statements unless they are satisfied that they give a true and far view of the state of affairs
of the company and of the profit or loss of the company for that period In preparing these financial
statements, the directors are required to

* select switable accounting policies and then apply them consistently,
make judgements and accounting estimates that are reasonable and prudent,

¢ state whether apphcable International Financial Reporting Standards (IFRSs) as adopted by
the European Union have been followed, subject to any maierial departures disclosed and
explamned i the financial statements,

e prepare the financial statements on the gomng concern basis unless 1t 1s nappropriate 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 diselose with reasonable accuracy at any ume the financal
posttion of the company and enable them to ensure that the financial statements comply with the
Compames Act 2006 They are also responsible for safeguarding the assets of the company and hence
for taking reasonable steps for the prevention and detection of fraud and other srregulanities

In the case of each director 1n office at the date the directors’ report 1s approved

(a) so far as the director 1s aware, there 15 no relevant audit information of which the Company’s
auditors are unaware, and

(b) the director has taken all the steps that he ought to have taken as a director i order to make
himself/herself aware of any relevant audit information and to establish that the Company’s auditors
are aware of that information




Directors and their interests

The directors serving during the period and up to the date of this report were
Richard D Carpenter

Jeffery S Mohitor

James M Nomis

Thomas M Rampulla

Richard A Wane

Auditors

The auditors, PricewaterhouseCoopers LLP, have indicated their willingness to continue 1n office and a
resolution concerning their reappointment will be proposed at the next annual general meeting

Signed on behalf of the board of directors

Director /é:k z‘QHﬁ'ﬂD N

Date: (& AQNe 2=y




INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF VANGUARD ASSET
SERVICES, LIMITED

We have audited the consolidated financial staternents of Vanguard Asset Services, Limited (the
“Company™) for the period ended 31 December 2010 which comprise the Consolhidated Statement of
Comprehensive Income, the Consolidated Statement of Financial Position, the Consolidated Cash Flow
Statement, the Consolidated Statement of Changes in Shareholders” Equity and the related notes The
financial reporting framework that has been apphed wn their preparation 1s applicable law and
International Financial Reporting Standards (IFRSs) as adopted by the European Umion

Respective responstbilities of directors and auditoers

As explained more fully in the Statement of Directors’ Responsibilities, the directors are responsible
for the preparation of the financial statements and for being satisfied that they give atrue and fair view
Our responsibility 1s to audit and express an opion on the financial statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland) Those standards require us to
comply with the Auditing Practices Board’s Ethical Standards for Auditors

This report, including the opinions, has been prepared for and only for the Company’s members as a
body 1n accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose
We do not, 1n giving these opintens, accept or assume responsibility for any other purpose or to any
other person to whom this report 1s shown or into whose hands 1t may come save where expressly
agreed by our prior consent in writing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial state ments
sufficient 1o give reasonable assurance that the financial statements are free from matenal
musstatement, whether caused by fraud or error This includes an assessment of (a) whether the
accounting policies are appropriate to the group’s circumstances and have been consistently applied
and adequately disclosed, (b) the reasenableness of sigmificant accounting estimates made by the
directors, and (c) the overall presentation of the financial statements

Opmmion on financial statements
In our opimion,th e consohdated financial statements

e give atrue and fair view of the state of the group’s affairs as at 31 December 2010 and of its profit
and cash flows for the period then ended,

e have been properly prepared in accordance with IFRSs as adopted by the European Union, and
» have been prepared 1n accordance with the requirements of the Comparites Act 2006
Opinion on other matter prescribed by the Companies Act 2006

In our opimon the informatien given n the Directors’ Report for the financial period for which the
consohdated financial statements are prepared 15 consistent with the consolidated financial statements




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

* certain disclosures of directors’ remuneration specified by law are not made, or
*  we have not received all the information and explanations we require for our audit

Other matter
We have reported separately on the parent company financial statements of Vanguard Asset Services,
Limuted ff thg period £pded 31 December 2010

e ¢

Andrew Moaore (Semior Statutory Aud:tor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London
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VANGUARD ASSET SERVICES, LIMITED

Consolidated Statement of Comprehensive Income
For the period ended 31 December 2010

Note
Continuing operations
Revenue 4

For the period 4
May 2010
(inception) through
31 December 2010

29,107

Gross profit

Administrative expenses 5

29,107

{27.076)

Operating Profit

2,031

Profit before \ncome tax

Income tax expense 6

2,031

(426)

Profit for the year

1,605

The notes on pages 12 through 18 are an integral part of these financial statements

Company Number: 7242969




VANGUARD ASSET SERVICES, LIMITED

Consohidated Statement of Financial Position at 31 December 2010

31-Dec-10
Note £

Assets
Current assets
Trade and Other Receivables 7 24,037
Cash at Bank 5,999,994

6,024,031
Total Assets 6,024,031

Equity and Labihities
Shareholders' equity

Ordinary shares 9 2
Share premium 9 5,999,958
Retained earnings 10 1,605
Total equity 6,001,605
Liabilities

Current Liabihties

Payables 8 22,000
Income Tax Payable g 426
Total habilities 22,426
Total equity and habilities 6,024,031

The financial statements on pages 8 through 18 were approved by the board of directors

and were signed 02 its behalf by:
Director £‘Q"\ﬁﬂ‘o W&NE

Date \Q AAQZ 20,

The notes on pages 12 through 18 are an integral part of these financial statements
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VANGUARD ASSET SERVICES, LIMITED

Consolidated Cash Flow Statement
For the period ended 31 December 2010

Cash flows from operating activities
Cash used 1n operations

Taxation Paid

Net cash used in operating activities

Cash flows from financing activities
Proceeds from 1ssue of share capital
Net Cash generated from financing activities

Net increase in cash and cash equivalents*
Opening cash and cash equivalents
Closing cash and cash equivalents

* Cash and cash equivalents consist only of cash balances

The notes on pages 12 through 18 are an integral part of these financial statemnents
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Note

For the period 4
May 2016
(inception) through
31 December 2010
£

(6

(6)

6,000,000

6,000,000

5,999,554

5,999,994




VANGUARD ASSET SERVICES, LIMITED

Consolidated Statement of changes in Shareholders’ Equity
For the period ended 31 December 2010

Share Share Retained Total
Capital Premium Earmngs Equity
£ £ £ £
Balance at 1 January 2010 - - - -
Comprehensive income
Profit for the year - - 1,605 1,605
Other Comprehensive income - - - -
Total comprehensive income for the year - - 1,605 1,605
Capital contnbution 2 5,999 998 - 6,000,000
Balance at 31 December 2018 2 5,999,998 1,605 6,001,605

The notes on pages 12 through 18 are an integral part of these financial statements




VANGUARD ASSET SERVICES, LIMITED

Notes to the Consolidated Financial Statements
For the period ended 31 December 2010

1.

(a)

(b}

©

(d)

(e)

Principal Accounting Policies

The principal accounting policies and estimation techmiques applied in the preparation of these
financial statements are set out below These policies have been consistently apphed to all the years
presented, unless otherwise stated

Basis of preparation

These financial statements have been prepared on a going concern basis in accordance with the IFRS
as 1ssued by the Intemational Accounting Standards Board (IASB) in force at 31 December 2010 as
well as all interpretations 1ssued by the International Financial Reporting Interpretations Committee
(IFRIC) 1n force at 31 December 2010

After making enquiries, the directors have a reasonable expectation the company has adequate
resources to continue 1n operational existence for the foreseeable future For this reason, they
continue to adept the going concern basis n preparing the accounts

Basis of measurement
The financial statements are prepared under the historical cost convention
Functional and presentation currency

These financial statements are presented 1n Pounds Sterhng, which 1s the Company’s functional
currency All financral information presented in Pounds Sterling has also been rounded to the nearest
thousand

Use of estimates and judgements

The preparatton of financial statements 1in conformity with IFRS requires management to make
judgements, estumates and assumptions that affect the application of accounting policies and the
reported amounts of assels, habihities, income and expenses

Estmates and judgements are continually evaluated and are based on histonical experience and
other factors, including expectations of future events that may have a financial impact on the entity
and that are believed to be reasonable under the circumstances The Company makes estimates
and assumptions concermng the future The resulting accounting estimates will, by defimtion,
seldom equal the related actual results Revisions to accounting estimates are recogmised in the
period in which the estimates are revised and in any future periods affected

Foreign Currencies

Income and expenditure expressed n foreign currencies are translated into Pounds Sterling at the
average monthly exchange rate in which the transactions are recorded Differences ansing on
translation are included n the results for the pertod

Assets and lLiabilities expressed n foreign currencies are translated into Pounds Sterling at rates of
exchange ruling at the Balance Sheet date Differences arnsing on translation are included 1n the
results for the perod




VANGUARD ASSET SERVICES, LIMITED
Notes to the Consohdated Financial Statements (continued)
For the period ended 31 December 2010

N Cash and cash equivalents

Cash and cash equivalents comprnise cash in hand, on demand deposits and other short-term highly
liquid investments that are readily convertible to a known amount of cash and are subject to
insignificant risk of changes 1n value Under IFRS cash and cash equivalents are included i the

®)

()

®

)

cash flow statement
Revenue

Revenue compnses the fair value of the consideration recetved or receivable for the rendening of
services in the ordinary course of the Company’s activittes  The Company collects revenue from
VGI and certain ivestment accounts 1n 1ts region (“United Kingdom™)

In consideration for services the Company provides as a contractual investment manager of third
party accounts 1n the United Kingdom and otherwise to VGI, VGI ensures that the Company
receives revenue equal to 1ts expenses plus 7 5%, taking into account any revenue the Company
collects from these accounts An agreement between the Company and VGI sets forth these
payment arrangements and provides that all portfoho management and other activities (except
certain client support services) for these accounts are sub-contracted 1o VGI

Revenue 1s recognised 1n the period mn which the services are rendered
Current and deferred income tax

The current income tax charge 1s calculated on the basis of the tax laws enacted or substantively
enacted at the balance sheet date in the Umited Kingdom where the company operates and
generates taxable income Management periodically evaluate positions taken in tax retums with
respect to situations in which applicable tax regulations are subject to interpretation and
establishes provistons where appropnate on the basis of amounts expected to be paid to the ax
authorities

Basis of consohdation
The consolidated financial staternents incorporate the financial statements of the company and its
subsidiaries, Vanguard Asset Management Limited A subsidiary 1s defined as an entity contrelled

by the company Control 1s achieved where the company has the pawer to govern the financial and
operating policies of an entity so as to obtan benefits from its activities

Financial instruments

The Company’s financial instruments are comprised of cash 1n a non-interest bearing aceount and
receivables and payables batances that anse from its daily operations  All cash accounts are shown

at their farr market value The Company’s risk exposure 1s discussed in Note 3




VANGUARD ASSET SERVICES, LIMITED

Notes to the Consolidated Financial Statements (continued)
For the period ended 31 December 2010

2,

Changes in accounting policy and disclosures

New and amended standards adopted by the Company

The following standard and amendment to existing standards have been published and are
mandatory for the Company accounting periods begmning on or after 1 January 2010 or later
periods

1AS 1 (amendment), ‘Presentation of financial statements’ The amendment 15 part of the IASB’s
annual improvements project published in April 2009 The amendment provides clanfication that
the potential settlement of a liability by the 1ssue of equity 1s not relevant to 1ts classification as
current or non current By amending the defimtion of current liability, the amendment permits a
liability to be classified as non-current (provided that the entity has an unconditional right to defer
settlement by transfer of cash or other assets for at least 12 months after the accounting period)
notwithstanding the fact that the entity could be required by the counterparty to settle in shares at
any time

Financial Risk Management

The financial instruments held by the Company expose 1t to a vanety of financial nsks market
r1sk, credit nisk and hquidity risk  The Company uses different methods to measure different types
of risk to which 1t 1s exposed These methods include sensitivity analysis in the case of mterest
rale, foreign exchange, and ageing analysis for credit nsk

(a) Market Risk

(1) Foreign exchange risk
The Company 1s expoesed to mummal foreign exchange risk ansing from various currency
exposures, primanily with the US dollar  Foreign exchange nisk anses from future
commercial transactions and recogrused assets and lLiabilities that are denomimated 1n a
currency that 15 not the entity’s functional currency The Management have assessed that
the foreign exchange sk does not represent a significant nsk to the Company

() Interest rate risk
The Company’s exposure to interest rate risk 1s hmuted to the cash and cash equivalent
accounts The risk 1s managed by the Company mawntaining the cash and cash equivalent
accounts 1 on demand deposits and other short-term highly hiquid investments that are
readily convertible to a known amount of cash and are subject to mummal changes n
value The Management have assessed that the interest rate risk does not represent a
significant nisk to the Company

{(b) Credit Risk
Credit risk anse from cash and cash equivalents, deposits with banks and financial institutions
as well as crednt exposure to whelesale and retail customers including outstanding receivables
and commutted transactions Credit nsk 1s considered to be mimmal, given the nature of the

transactions
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VANGUARD ASSET SERVICES, LIMITED

Notes to the Consolidated Financial Statements (continued)
For the period ended 31 December 2010

3.

Financial Risk Management (continued)

(c) Liquidity Risk
Prudent hquidhty nsk management implhes maintaiming sufficient cash and marketable
secunities, to meet the obligations associated with financial habilities  The Company manages
Iquidity nisk by continuously monuitoring forecasts and actual cash flows The Company
maintains significant liqud financial assets which are sufficient to meet projected habihties
and cash flow obligations The liquidity risk exposure is considered to be mmimal

Operating Income - Continuing Operations

Period
ended
31-Dec-10
£

Administrative Service Fees 29,107
Total Revenue 29,107

Operating Expenses
Perod
ended
31-Dec-10
£

Management Company Audit Fees 22,000
Fund Legal Fees 5,070
Miscellancous fees 6

27,076




VANGUARD ASSET SERVICES, LIMITED

Notes to the Consolidated Financial Statements (continued)
For the period ended 31 December 2010

6. Income Tax Expense

For The
Period ended
31-Dec-10
£
(a) Current Tax Charge

Current period 426
Total 426

Deferred Tax Charge
Current period -
Total -
Total Tax charge in penod 426

(b) Factors affecting current tax

Profits on ordinary activities before tax 2,031
Profits on ordnary activities at UK corporation tax rate of 21%* 426
Effects of

Expenses not deductible for tax purposes -
Adjustments to tax change tn respect of previous penods -
Total Taxation 426

*The charge for tax 1s based upon the UK small company marginal group rehef rate of 21%
Vanguard Asset Services, Ltd and 1ts subsidiary Vanguard Asset Management,L td were incorporated in

May 2010 The consolidated operating profits and tax charge are recorded 1n the consohdated financial
statements for the short accounting period ended December 31, 2010

7. Trade and Other Recervables

2010

£

Inter-company receivable 24,037
Current Portion 24,037

All financial assets listed above are non-interest bearing  The carrymg amount of the financial assets
listed above approximates their fair value

8. Payables
2010
£
Accruals 22,000
Income Tax Payable 426
22,426

16




VANGUARD ASSET SERVICES, LIMITED
Notes to the Consolidated Financial Statements (continued)
For the period ended 31 December 2010

9. Ordinary Shares

Share Share
Capital Premium

2010 2010
£ £
Allotted and Fully Paid - ordinary shares of £1
each
Onissue at 4 May 2010 1 -
Issued dunng the period 1 5,999,998
Balance at 31 December 2010 2 5,999998

During the period ended 31 December 2010, 2 Ordinary shares were 1ssued to Zealous, Inc for £1
each with a share premium of £5,999,998

10.  Retained Earnings

2010

£

Balance at 4 May 2010 -
Retained profit for the period 1,605
Balance at 31 December 2010 1,605

11,  Reconciliation of operating profit to net cash inflow from operating activities

2010

£

Profit before tax 2,031
Adjustments for

Increase 1n trade and other receivables (24,037}

Increase 1n trade and other payables 22,426

Increase in taxes payable (426)

Cash used in operations (6)

12.  Holding Company
The Company is a wholly owned subsidiary of Zealous, Inc which 1s incorporated in the United

States and 15 privately held Vanguard Asset Services Limited and Zealous, Inc financial statements
are consohdated as part of The Vanguard Group Inc, the ulumate parent company

17




VANGUARD ASSET SERVICES, LIMITED

Notes to the Consolidated Financial Statements (continued)
For the period ended 31 December 2010

13.

14.

15.

Related Party Transactions

The Company has entered nto a transfer pricing arrangement with The Vanguard Group Inc which
allows 1t to be reimbursed at cost plus 7 5% for expenses This arrangement allows the Company to
pass many of the financial nsks associated with operations of the business through to the parent  The
Company’s Admumstrative Service Fee is discussed in Note 4

At 31 December 2010 the company has the following intercompany receivable (payable) balance for
fees in accordance with the Global Service Agreement by

The Vanguard Group Inc £29,950

The Company acquired 2 ordinary shares of Vanguard Asset Management, Limited, a wholly
owned subsidiary, in return for £5,000,000 during the period ended 31 December 2010

During the period, sister subsidiary Vanguard Investments UK, Limited incuired adminmistrative
expenses of £5,035 on the behalf of the Company and VAM  This amount remained payable at 31
December 2010

Directors’ emoluments

Emeluments of the directors of the Group were as follows
2010

Directors’ emoluments -
Events after the reporting peried

On 1 January 2011, £5,200,000 of allotted share capital of Vanguard Investments UK, Limited
was transferred from Zealous, Inc to the Company for no constderation
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VANGUARD ASSET SERVICES, LIMITED

Report of the Directors 1n respect of the period ended 31 December 2010

The Drrectors present herewuth, their annual report and the sudned financial statements of the
mdnvidual cntiny for the pened ended 31 December 2010

Principal Activities

The Company was domeiled and incorporated on 4 May 2010 i the United Kingdom o act as «
holding Compans

Review of operations
The results of the Company for the peried ended 31 December 2010 are set out in detarl on page 8
Dividends

The directors of the Company recommended that no dividend be pad for the peniod ended 31
December 2010

Sigmificant changes i1n the state of affars

During the pertod ended 31 December 2010 the Company 1ssued 2 Ordinary Shares to Zeslous Ing
Refer 1o Note 12 for details of the parent entity

During the pertod ended 31 December 2010, the Company imvested £35,000 000 in 1t s newly created
subsidiary Vanguard Asset Management. Ltd (VAM)

In the opmion of the directors there were no other signmificant changes 1n the state of the affars of the
Company that occurred dunng the financial vear

Likely developments
The Company will continue to act as a holding Company {or the Luropean group
Risk Management Policies

The Company’s operations expose 1t to a number of financial rishs which are detatled in note 3 on page
14

The Company mamming a transfer pricing arrangemen: with The Vanguard Gioup Ine (* VGI ) for
activities which the Company engages in on behalf of V61 under a Global Ser e Agreement

This arrangement allows the Campany to pass many of the financial risks assounted with aperations of
the business throegh to s ultimate parent

Indemmitics and insurance premiums for officers or auditors

indemmfication

Under the Company ~ constuution, the directors and officers are indemnified oul of the Company s
assets for any loss damage or enpense or other habihity incurred by him or her in properly performing
or exeising any of his or her powers duties or rights in relation to the Company

The Company has not indemmfied any auditor of the Company

Insurance prem:iums

During the financal peniod and agam <ince the end of the fingnaal perrod the Company s subsidiary
Vanguard Investments UK. Lid pard 1ty premwm for an msurance poliey for the benefit of the
directors and emplos ees o1 the Company and related bodies of the C ompany

The habalatics that are mnsured are Jegal costs that nmght be incurred in defending avil or eniminal
procecdings that may he brought agarnst the directors and officers 1 their capaaity as directors and
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oificers of the Company and any other pavments arsing from habihis incurred by the directors and
oflicers in conneclion with such proceedings

Capital Management

The Company s objectives when managing capital are 0 safeguard the Compam ‘s ability 1o continue
s a going concern i erder 1o provide rerurms for sharcholders and benefits for other stuheholders and
o mamtan an oplumal capital structure to reduce the cost of capital

The Prllar 3 document 15 av wiable on the Vanguard UK website www vanguard co uk
Statement of Directors’ Responsibilities

The directors are responsible for prepaning the Directors Report and the financial statements in
accordance wiih applicable law and regulauons

Company law requires the directors to preparc financial statements for each financial year Under such
legislaion the directors have tected o prepare the financial ststements i accordance with
International Fimancial Reportng Standards (ITRSs) as adopied by the Furopean Union In prepanng
these financial statements, the directors have also elected to comply with [IRSs issued by the
International Accounuing Standards Board (IASB)  Under company law the dirgutors must not approve
the financial statements unless they are satisfied thal they give a true and fur view of the state of afiairs
of the company and of the profit or lass of the tempany for that period  In prepanng these financial
statements the directors are required to

scheet sntable accounting policies and then apply them consistenly,
muhe Judgements and accounting estumates that are reasonable und prodent
state whether applicable International tinancin! Reporting Standards (1FRSs) as adopted by
the LCuropean Union have been followed subject 1o any material departures disclosed and
esplained in the financial statements,

e prepare the financial statements on the gong concern basis unless i 15 inappropriate 1o
presume that the company will conunue 1 busimess

I'he directors are responsible for kecping adeguate accounting recerds that are sufficient to show and
evplain the company s transacuons and disclose with reasonable securacy at any ume the financiat
posiion of the company and cnable them 1o ensure that the finanuial ststements comply with the
Companues Act 2006 [hey are also responsible for safeguarding the assets of the company and hence
for 1ahing reasenable steps for the prevenuon and detection of fraud and other wregulanities

In the case of each director i atfice ot the date the directors’ report s approved

{2} so far us the director 15 pware there 5 no relevant audit mformanon of which the Company s
auditors are unaware and

(b) the director has taken all the steps that he ought to have taken as a director in order 10 make
himseli/herseld aware of ans relevant audit mformaton and to establish that the Company s auditors
arc aware of that mformation
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Directors and their interests

The dircctors serving during the peniod and up to the date of this report were
Richard B Carpenter

Jeftery 5 MNolnor

James M Norns

Thomas M Rampulia

Richard A Wane

Auditors

the auditers. Pricew aterhouseCoopers LLP have indicated their withingiress to comtinue in office and a
resolution concerning Lheir reappointment will be proposed at the net annual general meeting

Signed on behalf of the board of directors

é )
2
Director WACa D LlAE

Date (2 & 2010\




INDEPENDENT AURITORS REPORT TO THL MIMBERS OF VANGUARD ASSET
SERVICES, LIMITED

W have sudsted the Minanezl statements ol Vanguard Agset Services, Lunited (the Company ™) for the
prried ended 31 December 2010 which compnse the Siatement of Comprebensive Income, the
Statement of Mnancial Position  the Cash IMlow Statement, the Statement of changes 1 Sharcholders
Fquuy and the related notes The finanuial reporung framew ek that has been applied in ther
preparation 15 applicable law and International Minancial Reporung Standards (FFRS<) as adopied by
the European Union

Respective responsibiities of directors and suditors

As esplained more fully i the Stulement of Directors’ Responsibibties the directers are responsible
for the preparation of the financial statements and for bewg satisfied that they give atrue and fair view
Qur responsibilily is to audd and express an opiuon on the financial statements in accordance with
applicable law and Internanonal Siandards on Autdiung (UK and Ireland) 1hose standards require us te
comply with the Auditing Pracuces Board's Ethicnl Standards for Auditors

s report indluding the opintons, has been prepared tor and only for the Company’s members asa
body in necordance with Chapter 3 of Part 16 of the Companies Act 2006 und for no other purposc
We do not, 1n giving these opinsons, accept or assume responsibility for any other purpose or to anv
other person to whom this report 15 shown or into whest hands 1t may come save where enpresaly
agreed by our prior conseni i winling

Scope of the audit of the financial statements

An audn myvolves oblainimg evidence about the amoums and disclosures o the finansial statemenis
sufficient o gyve reasonable pssurance that the financial statements are {ree from matenial
musstatement whether caused by fraud or error This includes an asscessnient of (o) whether the
accounting policies ary appropriate to the company s circuemstances and have been consistently apphed
and adequaicly disttosed (b) the reasonableness of sigmficant accountng esismates made by the
directors and {¢) the overall presentanion of the financal statements

Opmmion on financial statements
1n our optmon th € financidl statementy

s pive atrue and far view of the state of the company's allirs as at 31 December 2016 and of its
profitond cash fows tor the period then ended

s have been properly prepared in accordance wath IFRSs as adopted by the European Umon, and
¢ hove been prepared in accordance with the requirements of the Companies Act 2006
Ommen on other mautter preseribed by the Companies Act 2006

in our opinion the mformanton given in the Dicectors Report for the financial period for which the
firancial statements are prepared 18 consistent with the financial statements




Matters on which we are required to report by exceptron
We have nothing 10 report in respeet of the following maiters where the Compantes Act 2006 requires
us 10 report to vou 1f, m our opinion

* adiquate accountng records have not been hept or returns adequite 1or our audic have not been
recened from branches nol visited by us, or

« the fingncial statements are notin agreement with the pecounting records and relums, oF
»  certan disclosures of direclors remuneration specified by law are not made or

» we havg not recerved all the information and explananons we require for our audit

e &

Andrew Moore {Semor Statutory Auditor)

for and on behalf of Priccw aterhouseCaopers LU P
Chartered Accountants and Statutory Auditors
London

/g/é 23t




VANGUARD ASSET SERVICES, LIMITED

The Statement of Comprehensive Income
For the period ended 31 December 2010

Note
Cantinuing operations
Revenue 1

For the perod 4
May 2010
(inception) through
31 December 2010

£

15 094

Gross profit

Adminrstrguve exponses 5

13.094

(14,041}

Operating Prefit

1,053

Profit before income tax

Income tan expense 6

1053

(221)

Profit for the year

832

The notes on pages 12 through 18 are an integral part of these financial statemunis

Company Number: 7242969




VANGUARD ASSET SERVICES, LIMITED

Statement of Financial Position at 31 December 2010

31-Dec-H
Note £

Assets
Non-current assets
Long lerm Investiment m Subssdian 14 5 000 000

5000000
Current assety
Trade and Other Recons ables 7 15,059
Cashy mt Bank 099 994

1013053

Total Assets 6015 053
Equity and Levbilities
Sharcholders' cquity
Ordinary shares 9 2
Share Premium 9 5 699,998
Retaned Earmings 10 832
T'otal equity 6 000,432
Laabalities
Cueront Lyabihitees
Payables 8 14,000
Income axn Payable 8 221
I otal inbdsties 14 221
Fotal cquity and liahlines 6 (15,053

The linancal statements on pages 8 through 18 were approved by the board of directors
and were signed on its hehalf by

Ihrector (Z wonarzd Wans
Due [ AM I 2ou

The notes on pages 12 through 18 are an integral part ol these financial stalements




VANGUARD ASSET SERVICES, LIMITED

Cash Flow Statement
For the period ended 31 December 2010

Note

Cash flows from operating activities

Cash used 11 operations

Tavanon Pad

Net eash used 1n operating actinvities 11

Cash Nows frem mvesting actn ities
Long Term Investment m Subsidiary
Net cash used in investing activities

Cash flows from financing activities
Proceeds from issue of sharc caprial

Net Cash generated fiom financing activitees
Netinerease in cash and cash equivalents*
Opemng cash and cash equivalents

Closing cash and cash equinatents

* Cash and cash equivalents consist only of cash balances

The notes on pages 12 through 18 are an micgral part of these financral statuments

For the perod 4
May 2010
(inception} through
31 December 2010

£
(6)
(6)
(5 000 000)

{3 000 000)

6 008 000

6,000,000

999.994

996 994




VANGUARD ASSET SERVICES, LIMITED

Statement of changes 1 Shareholders’ Equity
For the penod ended 31 December 2010

Share Share Retutned [tal
Capital Premtum Earnings Fquity
£ £ £ £
Balance at | January 2010 . - - -
Comprehensive imcome
Profit for the yem - - 832 832
Oiher Comprehensive income - - - -
Totai comprehensine income for the vear . - 832 832
Caputal contribution 2 5,999 993 - 6,000,000
Balance at 31 December 2010 2 5999 998 832 6 000 832

The notes on pages 12 through F8 wre an mtegral part of these finanial staiements
pog; 2 g




VANGUARD ASSET SERVICES, LIMITED

Notes to the Financial Statements
For the period ended 31 December 2010

{a)

(b)

(<)

L))

(¢

Principal Accounting Policies

['he principal accounting pelictes and estmatton techniques applied 1a the preparation of these
financial statements are set out below  These policies have been consistently applied to all the vears
presenied unless otherwise stated

Basis of preparation

These financial statements have been prepared on & going concem basis in accordance with the IFRS
as 1sued by the International Accounting Standards Board (IASB) 1n force at 31 December 20H0 as
well as abl interpretatons ssued by the International Ninancial Reporung Interprotations Commites
(ITRIC) i lorce vt 31 December 2014

Afler making enquines the directors have a reasonable expectation the company has adeguate
resources Lo continue i operational evistence for the foresceable future  For this reason, they
continue to adopl the geing concern basis 1n prepanng the accounts

Basis of measurement
The financial statements are prepared under the historical cost convention
Funetronal and presentation currency

These financial statements are presented 1in Pounds Sterling which s the Company s funcuonal
currency Al financial informtion presented i Pounds Sterhng hos also been rounded 1o the nearest
thousand

Use of estimates and judgements

Fhe preporation of financial statements m conformity with [FRS requircs management to mahe
Judgements, estimates and assumpuons that affect the appheation of accounung policies and the
reported amounts of assets habilities income and expenses

stimates and pudgements are continually evaluated and are based on hstoncal expenence and
other fuctors, including expectations of future events thil may have a financial impact oo the entity
und that are beheved to be rensonable under the circumstances  The Compuny makes estimates
and assumplions concerming the luture The resulting accounung csumates will, by defimton,
seldom equal the related actual resulis Resisions 1o aceounung estumates are recognsed i the
period n which the cstimates are revised and i any tuture portods affected

Foreign Currencies

Income and oxpenditure cxpressed in foreign currencies are translated mto Pounds Sterling at the
average monthly exchange rae w which the transacuons are recordud  Differences arsing on
translation are included 1n the results for the purtod

Assets and habhitwes expressed i foragn currencies are translated into Pounds Sterling at rates of
exchange ruling at the Balance Sheet date Differences arsing on trasslation are included 1n the
results Lor the pueniod




VANGUARD ASSET SERVICES, LIMITED
Notes to the Financial Statements (continued)
For the period ended 31 December 2610

n Cash and cash equivalents

Cash and cash equivalents comprise Lash 1 hand on demand deposits and other shon-ierm highly
hiquid mvestments that are readily comvertible to a known amount of cash and are subject to
msigmficant nsk of changes in value  Under 1FRS cash and cash equivalents are included in the
cash flow stalement

(g) Revenue

Revenue compnises the farr salue of the consideration recenved or receivahie for the rendenng of
services 1n the ordinary course of \the Company saciniies ) he Company collecis revenue from
VG and ecrtan iy estment accounts in ats regson ( Unied Kingdom® )

In consideration for services the Company provides as a contractual investment manager of third
panty accounts in the Umited Kingdom and otherwise to VG VGE enswes that the Company
recenes revenue oqual to its expenses plus 7 5%, taking 1nto account any revenue the Company
collects from these accounts  An agreement between the Company and VG sets forth these
pavment arrangements ded provides that all portfolo managemnent and other activities (escept
certam chient support services) for these accounts are sub-contracied to VGL

Resenue 15 recognised 1n the period mowiinch the services are rendered
(k) Curreat and deferred income tax

The current income tay charge s caleulated on the basis of the tay laws enacted or substantively
enatted ai the balance sheet date in the United hingdom where the company opurates and
generates tanable mcome Management pertodically evalvate posiions taken 1n ax returns wiih
respect to suuapons n which sppheable tan regulanens are subject W mferpretavon and
establishes provisions where appropriate on the basis of amounts cxpected to be paid to the tax
authorties

(1) Financial instruments

The Company » financial instruments are comprised of cash i o non-mierest buaring account and
recesvables and payables balances that arise lrom ats dailly operations  All cash aceounts are shown
ut tharr fair market value The Compam™s tisk exposure s discussed i Note 3

2, Changes in accounting policy and dhsclosures

New and amended standards adopted by the Company

The following standard and omendment to exisung standirds hane been published and are
mandatory for the Company accountng perods begmmpg on or after i January 2010 or later
penods

IAS 1 (amuendment) *Presentation of Ninancial statements Fhe amendmient s part of the 1ASB s
annual improvements project published in Apnl 2000 The amendment prosides Jantication thal
the, potential settlement of a Tability by the issue of equity 15 not relevant o us classificauon as
current or nom current By amending the defintion of current liabilny . the amendment pernuts a
labihiy to be dassified as non-current (provided that the entity has an uncondstonal right to defer
setfement by transfer of cash or other assets for at feast 12 months afier the accounting ponod)
notwithstanding the fact that the entity could be required by the counterparty to settle in shares at
any time

13




VANGUARD ASSET SERVICES, LIMITED

Notes to the Financial Statements {continued)
For the period ended 31 December 2010

3.

Fmaacial Risk Management

The finanuial nstruments held by the Company expose 1t to o vanets of financial nshs market
rish credi vk and hguidity sk Lhe Company uses dilferent methods 1o mensure different tvpes
of nsk to which 1t s exposed  These methods mnclude scnsiivity analy sis in the case ol interest
rafe [oretgn exchange and ageing analysis for cred risk

{a} Market Risk

e

(11}

Foteign exchange risk

The Company 1s exposed to mimmal foreign exchange rish arising from various currency
evposures, primanly with the US dollar  Foreign exchange risk anses from future
commetcral fransactions and recogmised asscls and habilities that are denominated m a
currency that is not the enlity’s functonal currency  Tive Management have assessed that
the foreign cachange nish does not represent a signdicant nsh 1o the Company

Interest rate rish

The Company’s exposure to mterest rate nish 15 hmued to the cash and cash equivalent
accounts  The nsh s managed by the Company mantaning the cash and cash cquavalent
accounts 1o on demand deposits and other short-term highly hiquid 1nvestments that are
readils eonveruble to a known amount of cash and are subject to minmat changes in
value The Management have assessed that the mterest rate risk does not represent a
significant risk 1o the Campany

(t) Credit Rask

{c)

Crednt sk amse from cash and cash equivalents deposits with banks and financial instautions
as well as credit exposure 10 wholesale and retnil customers induding eutstanding recervables
and commitied transactions  Credit nish 15 considered to be nunsmal, given the nature of the
transactions

Liguidity Rish

Prudent hguidiy rish mmanagement aimphes maintaing sufficient cash and marketable
SCEURIILS, L0 mect the oblhigations assooiated with finanual habilities The Company manages
hgqurduy nskh by continuowsly monitoning forceasts and actual cash flons  The Company
martuns signidicani hquid Anancral assets which are sufficient to meel projected habilites
and cash flow obligattans The iquidity risk exposure 1s considered to be mimimal




VANGUARD ASSET SERVICES, LIMITED

Notes to the Financial Statements (continued)
For the period ended 31 December 2010

4. Operating Income - Continuing Operations

Admanstratine Serviee e
Total Revenue

5. Operating Expenses

Management Company Audn Fees
Bank charges
Fund I cgal Fees

Period
ended
31-Dec-10
£

13 094

15 094

Period
ended
Ji-Dec-10
£

14 000
6
33
14 041




YANGUARD ASSET SERVICES, LIMITED

Notes to the Financial Statements (continued)
For the perod ended 31 December 2010

6. Income Tax Expense

For The
Period ended
31-Dec-10
£
(a)  Current Tax Charge
Current period 221
Fotal 221
Deferred fay Charge
Current penod .
Total -
Total Tax charge in period —_—a
{b} Factors aftecumg current tax
Profits on ordinary activities before tn 1053
Profits on ordinary acts tires 2t UK corporation tax raie of 21%5* 22]
Fllects of
Expenses not deductible for 1ax purposes -
Adjustments to 1ax change In respuct of previous pertods -
T'otal Taation 221

*The charge for tax 1s based upon the UK small company marginal group rehief mte of 21%

Vanguard Asset Services Lid was incorporated 1n May 2010 1 he operating profits and tas charge are
recorded in the financial statements for the short accounting penod ended Decemnber 31 2010

7. Trade and other receivables
2010
£
Inter-company recenable 15,059
Current Poruon £5 059

All financral assets bisted above e non-iterest bearing  The camying amount of the fiaanci assets
tisted abone approsumates thesr far v alue

8. Pavables
2010
£
Accruals i4 000
Income Tax Payvable 221

14,221




VANGUARD ASSET SERVICES, LIMITED

Notes to the Financial Statements (continued)
For the period ended 31 December 2010

9, Ordinary Shares

Share Share
Capual  Premium
2010 2010
£ £

Allotted and Fully Paid - ordimary shares of £1

cach

On issue at 4 May 2010 1 -
Issued dunng the penod 1 5999998
Balance at 31 December 2010 2 5999998

During the peniod ended 31 December 2010, 2 Ordinary shares were 1ssued 10 Zealous ine Tor £
each with a share premium of £5,999,998

0. Retained Earnings

2010

£

Balance at 4 May 2010 -
Retained profit for the peniod 832
Balance at 31 Deceniber 2010 §32

11.  Reconcailiation of operating profit to net cash inflow from operating activities

2010

£

Protit before tax 1,053
Adjustments for

Incredse i frade and other recenvables {15059

Increase i trade and other payables 11,22}

Increase in tines pavable (221}

Cash used 1n operations (6)

12. Holdmg Company

1he Company 1s 2 wholly owned subsidiary of Zealows, [ne whih s incorporated w the Unied
Staies and s privately held Vanguard Asset Seiviees Limited and Zealous Ine financial statements
are consohdated as part of The Vanguard Group Inc  the ultumate parent company




VANGUARD ASSET SERVICES, LIMITED

Notes to the Finzncial Statements (continued)
For the vear ended 31 December 2010

13

14.

Related Party Transactions

The Company has entered mie a transfer pricing arrangement with The Vanguard Group Inc which
allows 1t to be reimbursed at cost plus 7 3% for expenses  1his arrangement altows the Company to
pass many of the financial nsks associated with operations of the business through to the parent  The
Compam s Adminstrative Service Fee 1s discussed in Note 4

At 31 Decumber 2010 the company hus the followang micrcompany reccavable (pay able) bulance for
fees i accordance with the Glabal Service Agreement by

The Vanguard Group Inc £13 (039

The Company acqguired 2 ordinary shares of Vanguard Asset Management Limited, a wholls
owned subsidiary i rewrn for £5,000,000 during the penod ended 31 Deceamber 2010

During the penod, sister subsidiary Vanguard Investmenis UK, Linited incurred adiminssteative
expenses of £35 on the behalf of the Company - This ameunt remained payableat 31 December
2010

Directors’ emoluments

Lmoluments of the directors of the Group were s follows
20010

Directors emoluments _
Events after the reporung period

On 1 January 2011 £5 200 000 of allotted share capital of Vanguard invesiments UK Limited was
transferred from Zealous, Ine 10 the Company {or no censideration

18




