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Our aim in creating KPMG Europe LLP
was to provide our clients with unnivalled
service and seamless access to our
skills and insights across Europe

The speed of response required by
our chents to navigate the economic
crisis put that ambition to the test
We believe we passed that test well,
bringing 1ssues and solutions to our
chents with speed and focus

Cuning the year the KPMG Ewrope LLP group cornprised interes:s in the KPMG firms
in Belgum Germany Span, Switzerland and the UK {see note 26} and it1s through
those firms { KPMG EI L P frms ) that chent services are delivered These interests
are referred 10 as the legal group Unless otherwise speaified all figures quoted

n he review secaons of this annual repont refer 1o pro forma data for the entives
covered by these interesis asif ths saucture had been in place throughout 2008 and
2009 and ignore the impart of exchange rate fluctuations Further KPMG operations
and enliies n these countnes whilst not controlled by KPMG Europe LLFP within
the meaning of the relevant Accounting Standard operate under the same principles
as the legal groun
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Chairmen’s statement

Welcome to KPMG Europe LLP’s Annual Report ®
for 2009, which records a year of tremendous
progress for our firm despite challenging

economic conditions

The report explains how we are working ever
more closely with our clients to help them
succeed n turbulent ttimes and prepare for
the upturn

It also looks at how we are transforming

our own business Our aim 1s to be a truly
chent-centric organisation, known as Europe’s
leading professional services firm

Expenence KPMG online
www kpmg eu/annualreport
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Rolf Nonnenmacher

Jaint Chairman

. Seeing economic events through our chents’ eyes
Our financia! year began as the world was struggling to contend
with its most senous financial ¢risis in almost 80 years It ended
as the first tentative signs of economic racovery were ermerging,
but with most forecasters agreeing with the IMF's prognosis
that growth in 2010 would be 'subdued

The economic downturn has forcea our clients, large and small
o cancentrate on securing their survival After years of strong
agrowth many have been farced 1o re-examine ther business
models, restructure, consarve cash and working capital, boost
efficiency and tighten nsk management

Our matn priority during the year was to mobilise our skills,
people and ideas quickly to provide clients with the services
and supporl they needed (o succeed In this task

More recently some chents are beginming to emerge from the
cusis, clearly focused on bullding a sustainable {uture and ready
o grew agaln, 50 we are now switching our focus with them

Providing such support calls for a particular mindset which we
have worked hard to develop Iin cur people

Above all it 1s about client centricity being adept at seeing the
world through clients” eves The focus of so much of our work
today 1s on understanding the needs of individual clients from
the inside so that we can draw on the full range of our skills

o provide them with the night services at the nght time

In one sense the recession has worked in our favour It has
sharpened our client-service skills significantly, to the point
wheic the combined group 1s mowving rapidly towards what
we always intended 1i 1o be a proactve and cheni-centric
organisation trusted 1o bring valuable insights and workable
solutions to the market

John Griffith-Jones
Joint Chairman

Building our future
Our other key prionty this year was to cantinue building the
combined KPMG Europe LLP group ‘

We might have hoped for a betier econormic backdrop 1o our
second year as a merged firm But rather than put our expansion
plans on hold we continued to pursue a whole range of strategic [
mitiatives that will shape our gerformance over future yvears

The combined group as of 1 October 2009 comprises
firms in 14 countries - Germany the UK, Switzerland, Spain,
the Netherlands, Belgium, Luxembourg, Turkey and six
Commonwealth of Independent States (CIS) countries
including Russia - and has combined pro forma revenues
of €4 5 billion with 31,000 employees

Realtsing benefits for all

We are now realising the benefits of joining together for

our ¢clients The combination of greater critical mass, sector
focus and shared knowledge enables us to bring thern better
answers, gquicker

In particular our scale has also allowed us to play a full and
constructive part In tackling the financial cnsis We have helped
Governments, regulators end companies battle a storm that
mught have overwhelmed the banking system and inflicted far
greater damage on the global economy We are keen 1o work
closely with the regulators as they weigh up further reforms
to prevent a repeat of the crisis

The client case swudies In this report demonstrate the benefits
our new Integraied firm brings, as do significant engagement
wins dunng the year at Rentokil Imitial and Repsol They show
how we are mobilising our best people across borders and
across disciplines io offer chients a higher qualiity of insight
and support
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Chairmen’s statement

The merger has also created some important synergies

for us, not least our ability to establish commuon IT platforms
infrastructure and new services Crucially it 1s also making
the combined group a place where ideas and innovative
thinking thrive

The excellent progress we have made means we are better
placed 1o 1ake advaniage of new opportunities as the global
economy recovers [he merger s self-enforcing As we grow,
the benefits of being one firm will multiply also

Professional quahity

We remain very proud of our profession’s standing We believe
the importance of international accounting standards and
robust auditing has been reinforced by the experiences of the
last 12 months as both have withstood considerable pressure
Lessons have been learned about the relationship between
mark to market accounting and regulatory capital requirerments
which are being acted upon as we move forward This said, we
remain acutely aware of the trust the capital markets place In
our work The values of our pecple and our emphasis on quality
remain the cornerstones of our business model

Adapting to a changing market
Inevitably our own financial performance was hit by the
economic downturn

But, in this extracrdinary chmate, repoarting pro forma revenue
for the legal group wirtually unchanged from a year ago In
local currency terms 1s a creditable performance, of which
we are proud

We achieved this whilst controlling our costs tightly and
managing our people effectively Above all the resulis show
how guickly we have adapted to changing market conditions
deploying our skills in new ways to meet client needs

These results are a huge credit to pecple across the firm,

whose hard waork and flexibility bave allowed us to make
great progress in a very tough market
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Strength in Europe

We have helped Governments,
regulators and companies battle a
storm that might have overwhelmed
the banking system and inflicted far
greater damage on the global economy

We are conunuing to work hard 10 create a high-performance
working environment where our outstanding professionals can
flounsh and achieve therr very best We never lose sight of the
fact that truly excellent client service depends on the skills and
ideas of our people

We continued to invest In and suppeort our communities
Volunteering across the firm continues te nse and increasingly
our people are looking to use therr skils to make a meamngful
difference Duning the year we raised £558,973 and €75 238
for our chosen UK and German People Charities the Alzheimer s
Society and Deutsche Kinder-und-Jugendsuftung respectively
and we are well on track to reach our two-year funding targets
for these iImportant causes

Ready for the recovery

As we have already indicated 2010 will be anothe, challenging
year for us Bul we are )immensely confident about the future
of KFMG Europe LLP

We are now a more flexible frm, better placed to bring
increased undersianding to the 1ssues our clients face

We have a clear idea of where we expect growth to come In
the next few years and are carefully iargeting our resources
towards these areas

Our determination 1¢ be the employer of choice in our
profession and 10 maintain the highest standards of corporate
social responsibility also remain undimimshed

And after two tough economic years we are hopeful that the
economies in which we operate will provide a more favourable
environment for us to operate In

John Griffith-Jones
Rolf Nonnenmacher
Joini Chairmen




Benefit of truly integrated
behaviour across borders

European Commission

With over 3,000 audiis across Europe for 1ts main research

and technological development programme and related
nuclear research programme, the European Commussion
was kean to find a firm that would be able to provide the
range of skills required consistently across all countries

The combination of deep insight into the necessary audit
procedures and extensive experience of simitar projects
for the EU, meant that KPMG was able (0 stand out from
the competition and secure ihe four-year deal One of the
deciding factors for the EU was the demonstration of
KPMG s strongly integrated neiwork across our member
firms from 27 EU countries and nine EU-associated
countries as part of the KPMG audit team The project
deilvery 1s 1o provide audits on the appropriate use

o1 funds allocated by the European Commussion for
research actions

Go online for more information
www kpmg eu/annualreport

Ulrich Maas
KPMG Lead Partner on European Commssion
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Chief
Operating
Officer's review

Richard Bennison
Chief Operating Officer

In everything we do we start by asking
€3 '495 m ourselves one simple question —

how will this benefit our clients?

It's this relentless focus on providing
the very best for our clients, at every
stage of the economic cycle, that 1s
driving KPMG Europe LLP forward

2009 revenues

Expenence KPMG online
www kpmg eu/annualreport
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Client performance indicators

Relationshwps client satisfaction score”

Proactivity client satisfaction score™

[ 99%| | 99% |

Value for money cheni sausfaction score*

Satisfaction client sausfaction score*

[ 95%|

| 100% |

. KPMG Europe LLP was created to find new and better

ways to serve our chients, bringing to them the best of
our people from across the firm and the best of our
Muiti-disciplinary skills

During the year we have really pushed forward with this agenda,
convinced that the quality of service we oifer our chents will
increasingly disinguish us from cur competitors and be the
Iinchpin of our future success

In a highly compeutive market our present and prospecuve
clients are demanding fresh thinking from us So our driving
ambition 1s to bring them new ideas — relevant insights and
soluilons, rather than pre-packaged products and services
Our tasks to act as one firm working seamlessly across-
borders and disciplines, to make sure that we get the nght
pecpls in front of the night clients at the nght time

To de so requires a proactive mindset Firstly 1t means bullding
close and trusted relationships with clients so that we really
unoerstand the challenges they face

Seconaly 1t means having ihe confidence 1o use our combined
knowledge mnsight and skills to develop high-quality, talor-made
solutions that meei therr needs

in nearly 12 months since | was appoinied Chief Operating
Officer, I've had the privilege of seeing how this agenda is
gnpping people across our organisation There i1s huge
energy in our offices and 1t 1s all about getting our chent
proposition night

| know 100 from my many meetngs with clients that they feel
the difference ai{act backed up by our regular chent surveys

I'm delighted that we continued 1o score very highly dunng the
year on all four key measures of proactivity, relationships overall
sauisfaction and value for money as above

Bui we te under no dlusions The better we get ai this essential
work, the more cur chents wiill expect of us, as they should It's
vital that we keep looking, day-1o-day for new ways to improve

* % Sansfied or mare than satisfied

Financial performance

The legal group maintained revenues at €3,485 million,
virtually unchanged compared to the prior year in local currency
pre forma terms, despie the extraordinary market conditions
We have focused hard on running an efficient and profitable
business Tight control of costs, coupled with some early
savings we are achieving through the merger, meant the legal
group was able to post an operating profit of €444 million, the
decline from lgst year s €495 milion being mainly attributable
10 exchange rate movements

Our ceore Audit business performed strongly Given the maelstrom
caused by the financial crnisis and recession 1t was natural that
audit committees looked to us to provide greater assurance and
higher guality opinions We responded quickly and well

The absence of mergers and acquisitions (M&A} activity and the
resulting collapse in demand for related advice meant our Tax
pracuce had a more difficult year, although we saw continued
robust growth in Germany and nsing demand for transfer pricing
advice and international executive services

The dearth of transacuons affecied Advisory too but we
successfully repositioned our practice on restructuring and debt
advisory work, and grew our poweriul Performance and IT
business to support chent ransformatcn projects This will
continue 1o be a key area of tuwure growth for us

People
The strength of our resulis also reftects the fantastic work
people across the firm have done for our clents dunng the year

We have managed people with great care, continuing our
commitment 10 recruii, develop and retain the best, within a
cwilised, supportive and rewarding workplace We want to be
the employer of choice 10 our profession

Our raison d étre 1s to bring the best people we have from
across the firm together for the benefit of chents In the
process we will give our people an unnvalled breadth and
depth of international experence
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Chief Operating Officer’s review

We have deliberately delayered cur structures so that our lead
partners can spend more time 1n the field building the sort of
deep relationships with clients from which great service springs
We're also looking to make it easier for more of our people to
move about the firm on internationat assignments

And, despite the downturn we worked hard to preserve talent,
maintamned our development programmes and continued
offering market-leading rewards

For example
* Qur Flexible Futures programme meant we were able

to retain talent for the future rather than cutting valuable
resources to the bone

L]

Some 500 emerging leaders are now involved 1n our
Bullding Capabilities programme, designed to develop future
leaders who will have the nght skills to deliver our client
service promise

* A1 €186 million we believe our benus pool remains the most
generous per head in our profession

* We created over 100 new pariners during the year, hinng an
additional 30 from outside the firm

Our forward-thinking approach to pecple management 1s widely
recognised For the second year 1n a row we were namead the
UK’s Best Big Company to Work For by The Sunday Tirmes and
we received simdar awards in Germany and Spain

Innovation and knowledge

We want 10 be known for the strength of our ideas both in how
we serve our clients and how we manage our own affairs i s
really exciting to see how people given the freedom to think
diiferently, are thriving In the culture of innovauon we are
embedding across KPMG Europe LLP

8/ KPMG Europe LLP / Annual Report 2009

Our ratson d'étre 1s to bring the
best people we have from across
the firm together for the benefit of
clents In the process we will give
our people an unnvalled breadth and
depth of international experience

One of our great strengths 1s the speed at which we are now
shanng knowledge and ideas, across disciplines and between
clent teams — as can be seen in the case studies m this report

That — coupled with our convnuing commitment 1o meet the
very highest guality standards — means we can bring real
benefits to chients, quickly, a vital advaniage when markets
are n such turmedl

Operational effectiveness
How we use technology 1s impariant too and we're making
good pregress here

We are now well advanced with our plans to create a shared
services operation across the combinea group A common
SAP system - managing our finance, IT infrastructure and
people processes —1s up and runming in the UK and Germany
and is being rolled out in Spain

Technology 15 just as important in the ¢lent arena and we ie
looking to use it more inventively all the tme For example, we
are ¢reating a cutting-edge engagement management system
which will make sure that — from prosoect 10 conclusion — chent
service 1s faster more efficient and less costly Pilot testing of
our e-AudIT sysiem - providing an end-to-end audit service —
has also gone extremely well and will be fully rolled out in 2010

As the global econemy recovers competition for talent will
once again be incredibly flerce and we must draw on a wider
pool of talent

For that reason we have joined forces with KPMG India to set
up the KPMG Resources Centre (KRC) to provide both chent
and internal support services On a recent visit to the KRC
project | was impressed with the overwhelming enihusiasm,
professionalism and shared values that | find every day in
KPMG Europe LLP




. Looking ahead

QOur geal in the next years 1s to become Europe's leading
multi-disciplinary professional services firm We are convinced
that by pursuing our seven strategic prigrities even in these
turbulent ttmes we are on track 1o succeed

We are strengthening our focus on sector experise across
the range of solutions we provide in key growth areas
such as financial services, public sector, and energy and
natural resources

Audit will remain a core proposition for us The service we
provide 1s highly valued by our ¢clients and we are looking

1o provide them with greater assurance and increased guality
in more etficient ways

QOur Tax pracuice 1s very strong In a recent external global client
satisfaction survey, we ran a close second to our nearest rival
We are determined to improve that ranking

In Advisory growth will come from bullding a strong, I T-enabled
performance business Wark on this 1s already well advanced
and we have successfully hired talented new people to
strengthen our client proposition in this area

I'm tremendously proud of the work our people have done this
year and the way they have pushed forward our client agenda

This gives me the confidence that, while markets may remain

tough for some time 1o come our strategy of acung as one
firm focusing on our clients across Europe will be successiul

Richard Benmison
Chiei Operatng Ofiicer

KPMG Europe LLP strategy

OUR SEVEN
STRATEGIC
PRIORITIES

EXPAND
KPMG EUROPE
L

THE
GROWTH
AGENDA

COMMITMENT
TO QualITY

OUR AMBITION
To be the numbar
ang mult disciphinary
profassional services

QPERATIONAL firm 1n Europe MULTH
EXCELLENCE DISCIPLINARY
APPROACH

EMPLOYER
OF CHOICE

CONSTANTLY
INNOVATE

KPMG people are recognised
as leaders in therr fields

Melissa Geiger

Melissa became a KPMG partner at 32 and 1s currently
cne of the youngest partners in the UK firrn She heads
up the Financial Services M&A tax team in London and
has managed the tax aspects of some of the largest and
highest profile deals in the European private equity and
banking market She was named as cne of Management
Today s 35 women under 35" in June 2009

Mehssa has warked on assighments across the world,
sncluding Hong Kong, Manila, Chennal, Mumbat and also
spant time on secondment to Frankfurt and San Francisco
She attributes overcoming many professional challenges
to having great role modeis and mentors In her life

If I hadn't had exemplary rele models when | was at school
and in the early days of my career at KPMG 1 wouldn t have
got where | am today It s only nght that | give my time to
help ather wormen make the most of the opporiuniies
avaliable to them'

To this end Melissa 1s truly committed to being more than
a superiicial role model and mentors a number of women
in KPMG s Emerging Leader programme She 1s also an
active member in the Women of Achievement networking
programme for sixth form girls

Go onlfine for more information
www kpmg eu/annualreport
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Business review & marketplace

We're constantly looking for ways to gain
deeper insights into the issues our clients
face. Armed with this knowledge we are
then much better placed to provide them
with the right solutions, drawing on all

of our multi-disciplinary skills across Audit,
Tax and Advisory.

Experience KPMG conline
www kpmg eu/annualreport
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Mirroring the client structure
to deliver cross-border
Telefonica S A

As one of the world s leading telecom cperators, Telsfonica S A
1s conunually looking out for inorganic growth opportunities
As such they needed an advisor who was able to handle
therr international ransacuons

The reason for selectng KPMG to deliver a financial and tax
due diligence project in Germany, including tax structuring
advice was the joint German-Spanish team which nmurrored
the client’s team structure This was seen as cntical as both
the Madnd-based Telefonica Finance, Tax and M&A team
and the local Telefonica subsidiary tgam in Germany played
key roles in the process This meant the team was able to
laverage its combined client and local industry knowledgs
to meet lelefonica s expectations

In addition the co-ordination and clanty around roles for
each team member ensured defined responsibifites and
ownership of specific deliverables which ihe chent saw

as a major contributor to the project s success

Go online for more information
www kpmg eu/annualrepaort

Celso Garcia Granda
KPMG Lead Partner on Teleforica S A
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Business review
& marketplace

Joachim Schindler
Head of Audit

Audit

Chents are today demanding greater quality and a more
insightful opimon from their auditors They also want
clear evidence that audits are efficient and cost-effective
These are long-term trends, not just the product of tough
economic times We are investing heavily in skills and
new technology to address these needs

¢ Audit revenues in the legal group increased in the year,
reflecting our success in growing market share despite very
lesting economic conditions and growing price pressure
With fees set up t0 18 months in advance, these pressures
will have a bigger impact on our results in the year ahead

* The financial crisis and recession have seen a sharp increase
In ‘going concern’ issues and bankruptoies calling for greater
scrutiny by auditors Audit committees and non-executive
directors are also seeking far greater assurance on financial
nsk and governance issues They want the opinions we
express to be oi a very high quality

* We have responded to these competiiive pressures by
placing growing importance on really understanding our
chents businesses Our scale 1s allowing us 1o deploy
our pecple and technology in Innovative ways, both in
national markets and across-borders

12 { KPMG Europe LLP { Annual Report 2009

Audit revenues

+3.1%

2009 €1,281 million

We are placing a strong focus on audit innovation in order

to anve efficiency, improve consistency, further enhance
audit quahty and add greater value to our clients A sigrificant
global iInvestment 1s being made 1in cur new fully electronic
audit ool - eAud!T Feedback received has been positive
and encouraging and the tool 1s on track for full deployment
in 2010 We are also focusing on quality through training
guidance and the use of quality performance and engagement
quality control reviews

KPMG Europe LLP firms audit 60% of DAX 30 companies
25% of the FTSE 100 and 23% of Swiss SIX guoted
companies, while KPMG in Spain {althocugh not part of the
legal group} audits 11% of the IBEX 35 There are also thnving
audit pracuces serving natonal markets in all KPMG Europe
LLP countries The quality of our work was once again
recognised externally In the UK we weie awarded 'Audit
Team cf the Year at the 2009 Accountancy Age awards for
our work with the Audit Commission

Significant wins dunng the year included a multi-year
multiple framewaork contract with the European Commisston,
wwon against tough compettion from all our main rivals

Of parucuwlar note are the successful wins of the audit of the
Sparush uulity giant Endesa, and Rentokil Intial in the UK

Changes 1o accounting, governance and banking regulations
in Germany and Spain are leading to new opportunities
Simitar changes in Switzerland are already underpinnming our
performance there

* On a pro forma basis at constant exchange rates




Sue Bonney
Heaa of Tax

Tax

We have been helping clients grapple with the specific
1ssues they face today For many, the immed:ate
challenges are cash flow, working capital management,
efficiency and performance It’'s important though that
when looking atssues in the short term we continue to
encourage clients to think beyond the present - to plan
sustainable tax strategies for the future at a time when
changing attitudes to tax mean that businesses’ tax
strategies are subject to scrutiny hke never before

We help clients make long-term tax decisions in hight
of giobal competition and knowledge sharing between
tax junisdictions but which can give individuals and
businesses a clear and defendable advantage

The sharp decline in M&A acuvity and transactions,
partcufarly in the UK led 1o an overall 5 4%* reduction
in revenues for the legal group While transacuons are
showing some signs of recovery, the pickup In activity
15 likely to be moderate in the months ahead untl the
credit markets reslly unlock

+ Economic conditions are forcing many of our clients 1o look
agan at therr business models and tax planning arrangements
and this has led to big opportunimies for us in a number of
important sectors, inciuding telecommunications consumer
markets and energy and natural resources

= Changes to global trading and increased mobility of key
personnel at our chents has meant transter pricing and
International execuiive services are two iImportant growth
areas which have led to a number of significant wins for us
amaongst them, Bank of Amenca, Rio Tinto and a major car
manufacturer and ol and gas producer in Germany

Tax revenues

-5.4%

2009 €837 million

Thanks 1o changes In domestic tax legisiation in a number of
countnes we have seen increased demand for our services
wom chents looking to manage therr relationship with tax
authorities better Focus at the G20 on tax havens has led o
new work for us with tax amnesties and this has encouraged
a humber of new chents to come to us for advice in declanng
ther tax arrangernents

Indirect tax work has also increased due to an ncreasing
global focus on indirect taxes

Market conditions are forcing many chents to focus on survival
strategies While we are helping them to manage cash flow
and working capital we are also encouraging them to plan tax
strategies for the future rather than just concentrate on
present difficulues

Qur people agenda remains crucral, particularly at a ume when
we have had 1o restructure our own activities 10 take account
of structural changes m the market Our emphasis 1s on helping
people to develop specialist skills in key areas and fooking for
ways 10 build our skills and our teams across the combined
KPMG Europe LLP group In promising markets such as
indirect taxation

¢ KPMG was voted ‘Top Real Estate Tax Adwisory Practice
of the Year' by Euromoney magazine in the UK In Germany
KPMG Tax won one of the top places in the Tax Adwvisors
Awards run by the German publication Focus Money In the
UK, we were named ‘Accountancy Team of the Year at the
Society of Trust and Estate Practitioners Private Client Awaras
2009 Tax Adwtsor of the Year’ at the Scottish Accountancy
Awards and Private Client Practiioner voted two KPMG
employees within its Top 35, Under 35’
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Business review
& marketplace

Bernd Schmid
Head of Advisory

Advisory

Whether focusing on restructuring, cost contrel, managing
change or assessing the right time to return to the M&A
market, our chents look to us for more than just an array
of standard services Increasingly they want fresh thinking
and 1deas to help them navigate difficult times and prepare
for economic recovery

* The sharp decline in transactions, traditionally a huge strength
of the firm, had an inevitable impact on revenues in the legal
group But an increase in restructunng work, performance and
nsk advice helped contain the effects and our revenues fell
only marginally a strong performance We saw good growth
In Spain, while Germany held its ground, the UK was hardest
hut by the M&A drought

s Qurclent campaign Succeeding In Turbulent Times' helped
us raspond quickly to chent demands in managing cash and
waorking capital counterparty nisk restructuring, performance
and scenaro planning

* More importantly pooling our resources and expertise across

the comiined group has helped us draw on a deeper pool of
expertise 0 become more innovative and ideas-driven
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Advisory revenues

-0.4%

2009 €1,388 mitlion

* Qur restruciuning praciice has continued to perform well with
strong growth, working on a range of advisory and insolvency
assignments In the UK we have had notable successes,
including a ground-breaking Company Voluntary Arrangement
for a tully listed public company JJB Sports plc — for which
we won '‘Business Recovery Project of the Year' at the 2009
Accountancy Age awards In addition our success also covers
the first ever appointment under the Special Resolution Regime
provisions of the Banking Act 2009 10 the Dunfermliineg Bulding
Society In Germany our team was heavily involved in the
restructunng of one of the country’s largest industnal
conglomerates as well as many other assignments, and in
Spain the insolvency of Martinsa Fadesa was one of many
notable assignments

» Qur Performance and Technology practice revenues held
up well despite a sharp decline in discretionary spending
by chients on advice Significant wins included the contract
10 provide consultancy support to the Olympic Security
Directorate and QOperation Quest for the UK Home Office

* Actuvity in the financial services sector drove demand for
our rnisk and compliance services alongside our transactions
business, and, with significant regulatory change sull kely,
this will remain a prionity area in the coming year We have
worked with Governments in all the KPMG Europe LLP
countries on their response to the financial cnsis, with major
assignmenis (in the UK, Germany and Spain

¢ Cost reduction, eificiency and managing change will remain
at the top of the agenda for clients in the year ahead and we
believe we are well placed to respond in the short term and
when recovery gathers pace M&A activity 1s hikely 1o remain
muted for some tme, although we expect to see more
demergers and disposals of non-core businesses in 2010
and may see a growth In IPOs as equity markets improve

" On a pro forma basis at constant exchange rates




Having access to pan-European
knowledge

Sibylle Kasparek

Sibylle was on assignment from Munich to KPMG s Londen
Pensions Team aunng 2008 She onginally joined KPMG in
Germany working on M&A oeals for Transaction Services,
providing pension exparuse for difierent countries

Dunng her six-month assignment in London she worked
en a number of international iransactions, as well as
projects focusing on the difierent aspects of UK pensions
This allowed her to increase her expenence of mulu-
country M&A projects and to build her knowledge of

UK pensicns subsiantially

| feel | have really bengfited from my secondment, not only
from the perspective of applying this new knowledge across
other non-transaction projecis, but also through having the
experience of working with a large mulu-skilled team and
enjoying a taste of life in London '

Go online for more information
www kpmg eu/annualreport
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Business review & marketplace

As the global economy stages a tentative recovery, so our
chents’ needs are changing. They still want our experience
and skills to help navigate ongoing difficult conditions.
But we are increasingly also working with them to plan how
they will prosper whatever a restored economy brings

Markets — Industries

The economic stabilisation and recovery has had different
Impacts depending upon the market and region in which our
clenis operate For most commercial organisations cash, cost
and nsk control rermain paramount, as does financing flexibility
Cash control 1s also increasingly important in the public sector
as public finances ughien

But now that some stability has re-emerged clients are
increasingly looking at therr business models to assess whether
they are fit for purpose Some are taking the opportunity to
ntegrate businesses acquired dunng a fast growth penod, some
are looking at what capacity they need If previous volurmes

do not return and some are looking 10 bring more flexibility into
therr business models to make them mere agile and to increase
vanable costs Divesiment of non-core businesses remains
high on the management agenda

More stabikity 1s also renewing the appetite for inorganic growth,
with many clients beligving there 1s no better time to grow
market share than when tne economy 1s mowing out of recession
Those with strong balance sheets are beginning to look at how
1o use them others are looking at whether joint venture
opportunities can bring synergy without draining cash angd
SCarce resources

But whatever therr situauon, demand for advice remains
strong Clients have made it clear that our combination of
deep trusted relationships, exceptional skills and strong
intellectual capital provides them with value in both planning
and executing therr strategies
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Consumer & Industnal Markets (CIM)

Market snapshot Pharmaceuticals, and energy and natural
resources have remaned relatively stable throughout the
downturn, consumer goods retail and civil aerospace are focused
on cost control and restructuring, while automotive and chemicals
are In & state of deep cnsis which will take some tme to resolve

Issues ahead We expect io see some recovery In all CIM
markets in 2010 but while there will be growth the worst
1s net over yet There may be a pickup in transactions activity
but with banks stli cautious about lending we expect to

see more joint ventuwes than takeovers, particularly among
larger companes

KPMG snapshot

» In a very difficult year for many cormpanies in the CIM arena,
revenues for the legal group grew by 1 4% a strong result
given the state of our markets

* Automotive was an area of intense activity We worked
with Volvo, and with a major German car manufacturer and
we helped Jaguar Land Rover with its new business plans

» 1t was a very strong year in energy and natural resources with
major projects for BP and Shell

* Transaction activity in pharmaceuticals remains modest
ndicating sorme pent-up demand as many deals have been
put on hold Radical cost reducuon 1s going on across the
chernicals sector

» We continue to promote our thoughi leadership in key
seclors through pubhcations such as Automotive Now and
Manufacturing Now, which have been well received by clients
We staged our second Roundtable event during the year,
attracung over 40 senior CEOs Our newly launched Sector
Snippets newsletter service 1s designed 10 keep our clients
and our own professionals up 10 date with important trends
and stalistics




Jeremy Anderson

Head of Markets and Financial Services

Financial Services (FS)

Market snapshot The colliapse of Lehman Brothers in
September 2008 unleashed the deepest crisis faced by
the Financial Services sector In decades Swiit acuon by
Governments regulators institutions and ther advisors
avarted a meltdown but led 1o a peniod of unprecadentad
restructuning Although stability has been restored many
Issues remain 10 be reseclved

Issues ahead For banks that are now parily state owned,

the pricnty 1s 1o regain independence Throughout the sector
efforts to control costs and restore balance sheet strength
remaim high on the agenda M&A activity should resuriace in
201C Regulatory changes — particularly capital adequacy 1ssues
—will force many to re-examine ther business models Dealing
with toxic assets from the credit crisis remains an 1ssue

KPMG snhapshot

* Audii periermed strongly in the year and KPMG Europe LLP
member firms continue to audit some of the Industry’s
biggest players including Allianz, HSBC and Credit Suisse
Even with Tax and Advisory slightly down we stll saw
growth of 0 8%" 1n revenues in the legal group

+ The rapid escalatian of the financial ¢nsis followang Lehman s
collapse meant we had 10 move fast to offer advice and support
10 our clients We worked as an advisor to Governmenis and
central banks on their asset proiection schemes and for banks
receving capital mjections from the state

* On a pro forma basis at constant eachange rates

Key wing across the combined group included important
assignments with Swiss Re, AEGON and a number with
the Spanish savings bank sector In Belgium we have been
appointed as independent programme assures for Bank van
De Post's core system replacement programme

Banking nsurance and mvestment management are all global
businesses and our approach has, for many years been global
to serve the sector's needs We are developing new solutions
for our clienis such as our e-AudIT system which will be
rol'ed out globally in 2010

Tghter regulation in the FS industry in general — and governance
and comphance for banks, (msurers and investment managers —
remains high on the agenda The major theme for insurance for
the next years 1s Solvency Il and we won important projects

In this area with Aviva Chartis and a number of other major
European insurance groups

Following the crisis our priorty has been 1o help chents return
to stabihty — to level out — and how to address this has been
a major theme in our Fronuers in Finance magazine

KPMG won two major awards for our Islamic finance advice
this year, we were also named Best Accounung Firm 2009’
in the Reactions Global Insurance Awards and won two
Management Consultant s Association Management
Awards in the UK
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Business review & marketplace

Information, Communications
& Entertainment (ICE)

Market snapshot Consumer spending on items like gaming
travel, mobile phones and home-based entertainment {including
subscription TV} held up surpnsingly well In recession,
suggestng hard-pressed consumers see phones and holidays
as essentials However, a decline in business spending has
affected the media sector, with adverusing spend on TV and
regional newspapers down, and other discretionary business
spend in restaurants and hotels cut With business customers
defernng traditional technology spend on hardware and software
the focus i the sector has shifted to cost reducioen, shared
services and back-office efficiency as businesses look for ways
to work smarter and faster

Issues ahead While & focus on cash and cost will continue,
retamning and motivauing talent wall become mcreasingly
important as businesses make further adjustments to their cost
structures and engage n the types of business transformation
which will enable thern to prosper As part of this we have seen
the first tentative signs or a recovery In transactions

KPMG snapshot

* The combined KPMG Europe LLP group has enabled us
10 draw on a deeper peol of talent sharing insights across
sectors and countrigs By putting our clients’ issues at the
heart of our client service teams our specialists can combine
their skills 1o develop wrue commercial soluuons tailored to
address these needs

* The ICE marketplace i1s distinct in two ways 1t 1s truly globai
and characterised by young dynamic companies Following
huge growth often through novel production innovation
many ICE companies are now facing up to the challenge
of maintaining this growth and success Our abifity 1o think
beyond local boundanes 1s kay to our effectiveness in helping
these companies 10 succeed
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Total ICE revenues declined by 8 9%"* in the year principally
driven by Adwvisory where client cuts in discretionary and
project spend impacted Fortunately we have seen few
corporate fallures in our sectors with companies being
efficient at reducing ther cosis We are expecung further
restructuring in the market with the stronger players
posittoned to capitalise quickly on any market upturn

We are proud of our success across Eurcpe leveragig our
credentials and expenence to work with global clients in the
local European marketplace Qur work has included supporting
cosi-saving and restructunng programmes such as designing
and implementing a major 1T arganisation s finance
transformation programme

We are also working with global companies with European
headguarters in Swiizerland supporung them on a range of
1Issues from optimising their supply chain to governance

Country initiatives

— In UK Media we led the disposal of Sit-up TV for Virgin
Media, the only significant non-core asset sale in the
sector last year

- KPMG in Belgum s a leading adwisor in the Belgian tax
regime for audiovisual productions (including feature
films, TV senes and documentaries} We have advisea
a significant number of actors, private Investors and film
producton companies on film financing Working with
our colleagues in India thus has now been extended 1o
include certain Bollywood' productions

— Led from Germany, we have carned out a detaiiad
benchmarking exercise with leading telecommunication
companies in Evrope and North America and are using
this insight to help key operaiors improve therr processes
and pracices




Infrastructure, Government
& Healthcare (IGH)

Market snapshot The financial crisis has provoked
Governments across the world to intervene extensively in
ther economies to cut short recession and stimulate growth
Demand for advice and assistance from organisatons that
have broaa public and private sector expernence has been
high particularly n support of state guarantee schemes

Issues ahead State support for financial mstitutions and
strategic industries wilf continue through 2010 Due io higher
budget deficits and debt, spending on advisory services aming
atimproving eificiency and effectiveness will be priortised These
services include cost optmisation performance improvement,
asset disposals, financial management and regulation

KPMG snapshot

» Revenues for the legal group grew by 5 5%* as we helped
Governments and other public authonues tackle the financial
crisis and counter the effects of recession Qur detailed
knowledge was much sought after by both public and private
institutions, for instance in the UK s assel protection scheme,
and in supporting the German Government with 1is measures
for stabilising financial instituticns

* We recorded a landmark multimillion euro win with
the European Commussion This mult-year multiple
framewaork contract won against suff competition from
all our major competitors, will iInvolve KPMG audii teams
comprising colleagues from 27 EU countries and nine
EU-associated countries

* We were selected to provide consultancy support 10 the
Home Office-led Olympic Safety and Security Programme
for the London 2012 Games

Dieter Becker
Head of Consumer
& Industnal Markets

Ulnch Maas
Head of Infrastructure
Government & Healthcare

Graeme Ross
Head of Information
Communicauons

& Ente tainmant

Rustom Kharegat
Head of Private Equity

+ There have been a number of strong wins in¢luding supporting
the Genman Federal Mimistry of Finance with a concept for
modermising 1ts budget and accounting system, helping the
Go-Ahead Group improve procurement and providing IT advice
to the Ferrovial Group We also provided landmark forensic
analysis to one of the leading international transport and
logistics services providers

* KPMG has worked with a large number of NMS organisations
over several years, providing a range of services aimed
at improving perfermance and bulding capability in areas
such as commissioning strategy. clinical pathway redesign,
separation of provision from commissioming ¢hrucal
performance improverment, cost reduction and real estate
strategy We have recently developed an approach known
as 'hothousing which involves working across the whole
health economy {including commissioners, general
practitioners, hospitals and mental health providers)
n order 10 implement transformational change

The KPMG Public Governance Institute founded in Germany
in 2005 1o promote the highest standards of efficient public
administration, has now been esiablished in the UK and
the US In Germany the Institute has triggered the creation
of a new Executive Master of Public Management

degree programme

* On a pro forma basis at constant exchange rates
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Business review & marketplace

Private Equity (PE)

Market snapshot With the exacerbauon of the credit crunch
and general deterioration in econonic conditions n the last
quarter of 2008 deal activity fell away sharply for both large
and mid-size Private Equity houses and stayed relatvely low
throughout the year Howevar some innovative deals and
structures did emerge late in the year, though not on the old
highly leveraged model The preoccupation for the sector was
on performance and renegotiating covenants and credit ines
for existing portfolio companies

Issues ahead US bond markets began 1o recover from rmid
2009 and other debt markets are expected to follow suit in due
course With asset prices fow and vendor price expectations
more moderate, deal making should return though trensactions
are likely 1o be smaller and less dependent on debt

KPMG snapshot

* The dramatic decline in the debt markets and the sudden
collapse of deal making led to a 28 9%* decline in revenues
i the legal group, but we maintained a leading presence
In those deals that went ahead and moved quickly to
strengthen our capiial reconstruction role 1in the sector

* We advised Charterhouse Capital Partners on its £5653 mullion
acquisition of Wood Mackenzie, the largest Private Equity
buyout in the first half of 2009 QOur cross-functional team
provided advice on the financial, tax, pensions and |7 due
diligence and tax structunng
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« We were the sole financial advisor to Bodycote plc on the
£420 million sale o1 ther Testing Strategic Business Unit
10 Clayton, Dubilier & Rice Against a background of highly
volatile market conditons this was one of the largest
European primary buyouts in the second half of 2008

* We posiuoned ourselves as a lead adwisor to Private Equity
houses and their portfolio companies an oebt refinancing and
covenant renegotiation We created a new service — Sponsor
iniated Indepandent Business Reviews — to help prepare
companias for vital negotiations with their banks to renew credit
lines and covenants many of which had been breached This
has won us work with important new clients, ncluaing KKR

* We won Accounting Firm of the Year from the European

Venture Capital magazine in January and, in October, were
named Corporaie Finance Team of the Year by PE News

* On a pro forma basis at constant exchange rates




Helping Russian businesses
Invest in Switzerland

Simon Juon

Go onhine for more information
www kpmg eu/annualreport

Delivering up-front to ensure
overall completion timescales met

AEGON

AEGON decided to suppiement IFRS as its key internal and
external reporting basis with an Economic Capital balance
sheet and revenue statement This was a major programme
involving both the development of appropnate technical
bases and the capability in terms of people, processes and
technology to provide this Information consisiently across
the Group

KPMG acted as adwisors on alt aspects of the design of both
the basis and 1ts operaticnal capability Inally we worked
extensively with the client to design the approach and
develop a detalled accounting manual and training matenals

Once the basis was complete KPMG designed an approach
for redesigning reporting processes 10 support the new
bases and, working closely with the client’s Programme
team KPMG rolled out this approach across all the major
operatng entilies within the Group

Go online for more information
www kpmg eu/annualreport

Switzerland 1s an attractive location for Russian investors and
also provides many business opportuniies for Russian companies
In 2008 the Swiss Tax practice estabhshed a Focus Group 1o
help Russian chents deal with Swiss/Russian tax 1ssues and 10
help them understand the opportunities available

This group based in Zurich and Geneva provides a broad range
of 1ax services as well as playing a co-ordination rcle between
chents and other Swiss groups using expenenced and mululngual
team members with specific knowledge and expernence

Simon Juon a manager in KPMG s Swiss Tax 1eam 1s one such
1eam member and 15 the first secondee to be based on the ground
n Moscow His role 15 10 help the Swiss team undersiand and
anticipate the needs of our Russian clients, whilst developing

his own knowledge and language skills for the benefit of KPMG
n Switzerland

Paul Bishop KPMG Partner on AEGON
Martin Deere KPMG Senior Manager on AEGON
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National markets

Luc Wygaerts

Head of Markets, Belgium

The formation of KPMG Europe LLP has transformed
the way we serve both our large international chients
and the vital national companies that form the economic
backbone of all the countries in which we operate

OQur approach to serving our clients is consistent
whichever market we are serving we look to have

the nght people with the night tools in the right place
at the nght time to meet our chents’ needs

In 2009 the group operated a network of 80 offices across the
five couniries represented in KPMG Europe LLP Maintaining
this strong presence on the ground means we have the iocal
market knowledge to really understand client concerns It also
means we can pool our cross-border expertise, bringing an
added dimension to the solutions we create for them

National market companies — those cutside the man national
indexes, such as the FTSE 100 — represent some 40% ' of our
revenues Cur aim s to grow organically over the next five years
with new countries joining KPMG Europe LLP and as such the
national markets are vital 10 our overall success

Belgium

Market snapshot With a small national market loca! Belgian
businesses depend heavily on exports and have been hit hard
by the recession Forecasts predict a further decrease In
domestic demand and a drop in exports, despite the rise In
public consumption and public iInvestment 75% of exports
are to European Union countnies, which are also being affected
by the recession A recovery 1s not expecied hefore the autumn
of 2010

Issues ahead Re-evaluatng business strategies with a focus
on cash and cost control operational efhciency, and opporiunities
for acquisitions and disposals New regulations will have an
Impact on sk management and reporiing In all sectors, and
specifically n the public sector, the emphasis s on smplification
and transformaton of the business or service modal

22 { KPMG Europe LLP / Annual Report 2009

KPMG snapshot

The difficult economic situation led to a fall In demand for
traditional services and an increase 10 PrICce pressuies

This resulied v 2009 revenue being 3% tower than the year
before for the KPMG member firms m Belgium as a whole,
notwithstanding a strong growth in the mid-market through
the Accountancy practice 2

Key growth areas for the member firms in Belgium included
IT and business performance advisory work, accounting
services and public sector engagements whare a growing
presence has been established

Belgian member firms played a key role in securing a
mult-year contract with the European Commission, against
strong compettion from alt cur main rivals

Afthough the Belgian Audit company is not yet part of the
legal group, 1ts progress 1s important o the other Belgian
rmember firms Key new Audit wins during the year were
achigved n the transportation and telecomimunications sector
Outside Audit, work with a number of important chents in the
energy, automotive and public sector was renewed

The Belgian member firms reclassified the client base
between large corporates and nauonal market companies
the latter accouniing tor 27% of revenues This is helping

to establish a clear brand proposition in key markets backed
by a media campaign on the different ines of business

A Private Equity hne of business was created, mirroring other
KPMG firms to heip clients denve maximum value from thew
portfolio investments

The Tax praciice in Belgium was named Transfer Pricing Firm
of the Year' by the Internauonal Tax Review and Ludo Frans of
the KPMG Sporis and Artists line of business won the 2009
‘FinanceWorld Award for Tax Advice’ arganised by Kluwer

1 Figure excludes KPMG in Belgum
2 KPMG Europe LLP legal group controls only the Advisory function in Belgium

The entiiies providing Tax and Accouniing services are associates and the Audit
funcrion 1s not legally connecied 10 KPMG Europe LLP However all these
entties operate in close collaboraton




Living as part of the company
Gas Natural and Union Fenosa

The merger of Gas Natural with Union Fenosa in early
2009 created one of the leading Spanish public companies
With many mergers proving unsuccessful Gas Natural
was keen 10 ensure that integration was as comprehensive
as possible

To achieve this Gas Natural wanted a team whao had
expenence of Integration and mergers that covered finance,
information technology and human resource 1ssues The
well-established relationship beiween Gas Natural and
KPMG meant a multi-disciplinary team was able {0 use
expenence and sector knowledge 10 really get under the
skin of the integration 1ssues

The key to delivering a successful integration for a company
of the size and diversity of Gas Natural 1s to ensure the
teams live within the company This approach provides

a continued flow of nformation regarding ihe chent's
requirements and demonstrates the KPMG commitment
This combination allows new solutions and proposals to be
developed which ensure the two groups are integraied as
efficently as possible for the future

Go online for more information
www kpmg eu/annualreport

Fernando Garcia Ferrer
KPMG Lead Partner on Gas Matural
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National markets

Robert Gutsche

Head of Markets, Germany

* The Accountancy pract:ce has been awarded the Qfor quality
lakel after a thorough external audit of its service offerings
The audit encompassed all KPMG offices in Belgium and
ncluded nternal processes as well as client perception and
clent satisfactton Apari from being an objective signal of
reliability and quality this Qior label alsc offers interesting
grant opportunities for SMEs located in the Flemish region

¢ The KPMG member firms in Belgium have two important
competence centres one on Simplification” in the public
sector, and one on 'Infrastructure Asset Management'

* The Tax practice 1s a leading adviser in the Belgian tax
regime for audiovisual productions {including feature films,
TV senes and documentanes) This applies not only 10
the lax and accounting treatment but also to simulation
and computation of the returns that can be realised through
investments Through such investment, the audiovisual
industry is able to atiract financial backing from private
corporates through which an immediate tax exemption
of 150% of the investment can be obtained

Germany

Market snapshot Germany s economy felt the effects

of the global recession later than in the UK and the US

The export-onented economy was negatively affected in
2009 by the downturn in all major regions The economic
situation remains rather weak, although economic activity
stabilised in summer 2009 on a lower level of output
Expectations for the coming year have brighiened and 2
hesitant recovery 1s on 1ts way supported by slowly growing
domestic demand and moderately increasing export levels

Issues ahead Germany s likely to emerge slowly from
recession during the next 12 months Clents will tend
to remain focused on cost conirol, restructuning and
performance in the coming year
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KPMG snapshot

-

KPMG succeeded in maintaning 1ts market posiuon under
difficult external market condiions During the year we were
more successful than ocur main competitors in reiaining and
winning clients and thus we increased cur market share Yei
2010 promises to be another challenging year despite signs
that the economy Is emerging from recession

In an extremely difficult environment revenues in Audi
services kept up on previous year s levels Research carned
out n June 2009 by World Accounting Inteligence showed
that corporates will control expenditure on external services
more carefully in the corming vears, outting additional pressure
on the market for Audit services

We made strong gains in Advisory services to mid-market
companies and see potental for significant growth here
Overall Advisory’s top ine was almost flat duning the year
a good result given that many bigger companies reined In
discreuonary spend on advice to conserve cash There are
some signs of iransaction levels rnising again, having come
to a standstill in the first half of the year Furthermore
restructunng I1s hugh on the agenda of compantes - both
family-owned businesses and big corporates — and we
adwvised across different inaustres, for example
telecommunications manufaciunng and public sector

We managed to gain market share against our main
competitors in our Tax practice but price pressures and the
rapid dechne in M&A work offset the recent growth Transfer
pncing and international executive services are promising
growih areas and we won important assignments 1n the
energy and automotive sectors Qur aim s to builld long-term
relationships based on trust so that we can ofier a wider
range of Tax services

"BilMoG', the long-awaited reform of German GAAP (HGB), due
to come into effect at the end of 2009, wili create additonat
demand for nsk management, corporate governance and
accounting advice Our clients will have to deal with compliance
topics in order to be in ine with new legal requirements




Celso Garcia Granda

Heaao of Markets Spamn

Spain

Market snapshot The bursting of the real estate bubble has
played an important role in the severe downturn currently
affecung the country Recovery is considered unlikely before
the end of 2010 However other structural factors such as
producuvity and competitiveness also lie at the root of the
current crisis and the downturn has exposed the need to refocus
on efficiency, R&D and value adding activiiies Widespread
failures in the property sector have spilled over into banking
finance and other parts of the economy Nevertheless effectve
supervision by Spain s financial authenties prevented banks from
further suffening during the sub-pnme crisis

{ssues ahead Access 10 credit for many companies will remain
restnicled, placing a continued heavy accent on cost reduction
cash conservation, erficiency and restructuning Financial regulation
reforms will also make governance and nsk management an
agenda item particularly in banking Significant restructurning

1n banking 15 thought maore likely now after the approva! of the
Government s FROB fund set up for this purpose

KPMG snapshot

* Steps we have taken In recent years to build speciahist
services — parucularly in restructuring and financial nsk
management - mean that our professionals are in high
demand As a result we recorded strong growth across the
iirm despie very aifficult market conditions

Nauenal market companies account for around 60% of our
revenues, with the rermainder coming from working with
Svanish or foreign-owned multinationals

Following deep investment in people and skills, our restructunng
practice was named Spain's Best Advisory Firm in Restructuring
and Insolvency, 2009 by World Finance magazine VWe were
involved in nearly all the major refinancing assignments in real
estate durning the year as well as in consumer markets and meadia
in addition we were appointed as insolvency trustee 1 one of
the biggest cases of insolvency in Spain Marunsa Fadesa

* We ve bulli a similar presence in financial sk management,
drawing on focal and international skills 10 adwvise many of
Spain s top financial insttutions and savings banks, including
BBVA and Banco Popular We are advising on one of the

first mergers in the savings bank sector Our goal s to
hecome market leader in this sector where significant activity
will be taking place Forensic work has also boomed in this
stressed economic environment and we are now leading
players in this arena

s Although Audit in Spain s not part of the KPMG Europe legal

group 1tis an integral part of the operations of KPMG Spain
and In spite of price pressures grew sirongly thanks to new
opportunities created by Spain’s new accounting regulations
Notable wins include the electncarty giant, Endesa

Tax also showed significant revenue growth supported
by increased activity In people services tax outsourcing
corporate tax advice and transfer pricing Our legal
depariment remained focused on corporate, labour and
itigation advisory setvices

Energy and natural resources proved to be a very busy sector
during the year growing at 47% mostly due to the trust
the largest companies in the sector now have 1n our sector
expertise As a result we won important assignments with
Canal de Isabel Il, Repsol and Gas Natural, among others

With consumer spending falling sharply and access to
credit remaining ught for many of our clients, our consumer
industries team focused on providing cost optimisation
debt management and resiructuring advisory services

The Private Equity sector has expenenced a significant
slowdown and has therefore shifted its focus from deal
making to portfolio management However our close
relauonship with the Private Equity houses meant that
we continued to adwise them on several existing M&A
opportunities and on key restruciunng and performance
projects within thew existing portfolios

We are placing an increasing emphasis on developing
services that anucipate our clients’ long-term needs and
look to harness the skills of our colleagues across Europe
10 address clent issues at home and abroad This approach
has helped us win work supporting overseas acquisiions
by Telefonica and the international expansion process of
large Spanish infrastructure groups such as Ferrovial
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National markets

Stuart Robertson

Head of Markets Swatzerland

Switzerland

Market snapshot The economic downturn has struck
Switzerland s economy later and less severely than mast other
economigs, despite the fact that the country's Financial Services
industry accounts for about 16% or GDP This can largely be
attributed to the fact that the financial cnsis had a lesser impact
on wealth management and the insurance segment than on
investment banking which 1s imited to two major players in
Switzerland The highly diversified economyy has also helped
to miugate the effects of the financial cnisis The signs are

that 2010 will not be an easy rnde, both for the country s
multunationals and the highly efficient firms that make up the
Swiss nauonal market The fact that some of the largest global
players are headquartered in Switzerland creates a unique
environment for our global activities and we need to provide
fast access 1o the most expenenced resources within KPMG
The recovery of the stock markets bodes well especially for
the Financial Services sector The return to economic growth
of the indusinals chemicals and pharmaceuticals sectors will
hopefully follow

Issues ahead Adapung Switzerland's private banking
practices to conform with OECD guidelines on tax disclosure
represents a significant chailenge Banks are rethinking thewr
business models and will focus on leveraging ther existing
compeutive advantages International private clients and family
offices are seeking comprehensive advice across ditferent
junisdictions  Cost control and performance are high on
corporate agendas and it 15 likely that M&A activity will
acceleratz In 2010 Most of these challenges also apply to
the export-criented manufactuning sector which 1s particularly
wulnerable 1o the recession in major export markets and to the
strong Swiss franc Healthcare and Government are further
market segments with greater demand for professional services to
improve efficiency

KPMG snapshot

* Progress was made in our national key account sector despite
the difficult market environment
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* The fact that Swiss companies are generally well managed and .

tightly controlled — and largely addressing their performance
and cost-savings programmes iniernally — has created a tougher
envioanment for Adwvisory i 2009, which we weathered
reasonably well The climate 1s shifuing and we see consiaerable
potantal in the areas of helping companies cut costs and

sell distressed assets Inits recent survey Bilanz magazine
placed KPMG among Switzerland s top five advisory and
consulung firms

While Audit had a good vear — and Audit Financral Services
a very good year with approximaigly 10% growth - 1t faces
increasing prncing pressures Three client-centnc initiatives
in Audit and Advisory focus on serving our existing clients
and reaching our targeis by leveraging the full range of
capabilities avalable This approach helps enhance our
services and increase our market share

Our Audit portfolio has been enrichad with & number of
impoitant regional players and the not-for-profit chent base
has heen strengthened with Advisory wins

Given the volatility of the projeci-based Advisory business
and the cost-reduction programmes of many firms, Advisory
faced a number of challenges However, major Advisory

fand Audtt) wins were achieved with Swiss and Liechienstein
regulatory authoriiies along with some of Switzeriand's largest
banks and insurance entities In other industry segments we
were able to win important engagements with global players
and major natonal clienis

Tax conunues to be very resilient and we see major
opportunites to support clienis i the year ahead, partcularly
mulunational companies and banks

We are investing tn posiiioning services io chents parucularly
those national market customers served by our regional
offices Similarly we are geanng our pecple develecpment
pragrammes to helping our people bring our full mulu-
disciplinary proposiiion to clients

Greater mobility within KPMG Europe ILLP has seen many more
people wansfer to roles across the firm One of the most visible
benefits of the merger I1s our ability 1o move our specialist
rasources rapicly to meet our clents’ needs




Malcolm Edge
Head of Markets UK

UK

Market snapshot In difficult economic condiions UK national
market chents have looked for greater supgort in controling
costs cash and restruciuning so they are ready for a return to
growth Public sector clients were particularly active in seeking
to boost efficiency and performance

Issues ahead As recession eases, businesses face a significant
challenge balancing nsk and the need 10 achieve growth Cost
control and compliance will be a significant prionty But for
forward-looking orgamisations the next 12 months could provide
an impo lant opportunity to ¢ateh the rising econemic tide by
transforming performance, exploiing export markets and
conducting transactions

KPMG snapshot

* Overall UK revenues from national market chents grew
by nearly 2%, a strong performance in & very difficult market

* Within that we saw revenues from public sector clients grow
strongly, with many public bodies looking to use private sector
techniques to boosti efficiency Key clients included Oldham
Counci and Trafford Borough Councill Overall our market
share 1s strong In education, healih, local Government and
housing associations where we are market leaders

Advisory revenues grew, powsred by a 55% growth in
restructuring revenues and strong growth in our performance
improvement services Work for clients in the energy and
naturat resources sector was another strong growth area

Qur restructunng work - including all types of format
insolvency appomntmentis and a wide range of Adwvisory
work 10 develop and implement practical soluzions for our
chents — grew strongly High-profile assignments included
JJB Sports ple and Cofiee Republic

The creation of KPMG Europe LLP has helped us pool
rescurces, share insight and develop new service offerings
In our natienal markets An example of this s in Family Office
work where we manage the investment and tax affairs of high
net worth international tamilies

With many nauenal market companies looking to export and
expand overseas, our teams acress KPMG Europe LLP are
well placed to offer local market knowledge, sector insight and
cross-border expertise

Wins for the year ncluded AG Barr the makers of Irn Bru,
Royal Liver and Communisis

We were proud to win "Audit Team of the Year' and

‘Business Recovery Project of the Year ai the 2009
Accountancy Age awards
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People

It takes people with outstanding talent,
energy, understanding, commitment and
Ideas to provide clients with outstanding service
That's why our people and client strategies
are so closely interlinked and why we aim

for excellence in both

The formation of KPMG Europe LLP has proved that when
we excel at recruiing retaining, rewarding developing and

maobihsing our professionals we win work with the best chents,

again and again

Equally, when we win exciting assignments with leading
companies and instiiutions on the critical economic 1ssues
of the day, we attract the best people to KPMG

During the year we worked hard to maintamn this virtucus
circle in a very challenging market and we began to see
the benefits of enlarging the combined group in terms
of recruitment and winning work

We've looked at new ways to develop and support our pecple
N buillding trusted long-term relauonships with our clients

We ve also managed our huge investment in people skilfully
This has meant we ve been able to control costs while
contnuing o respond flexibly to our clients’ needs and
continuing to build an inspinng workplace for our people

The success of our approach was again widely recognised
During the year we were

* Named Best Big Company to Work For in the UK by
The Sunday Times for the second year running and for
the third ttme in four years

* The only one of the Big 4 accountancy firms to be named
among Germany's top five employers for graduates in the
Trendence Absolventenbarometsr

* Ranked amongst the 100 best companies to work for
in Spain by Merco Personas

But these accolades are not the end of the story
We are determined to improve our performance further

Focusing on skills

During the year we made three key changes o our learning
and development programmaes 1o ensure our people continue
10 provide the besi possible client service
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* Flexible learming -~ a new development curriculum
We are changing our core skills curnculum so that it can be
debvered through a *blended’ approach This means that our
staff can learn wherever and whenever they want, reducing
classroom tme and Increasing time spent with our chents
The fiist three of our new modules were designed and
delivered across the combined group this year

» Emerging leaders - ready for the future
Some 500 people from assistant to senior manager, are now
part of the greup s Emerging Leader programme, designed
to accelerate thew development by giving them early exposure
to challenging cross-border and cross-function assignments
Through thus programme we aim to deveiop people who will
stand shoulder-to-shoulder with the world's top business
execuiives, winning therr trust and respect

Partner development — never stop learning

Just as we must continue to develop our staff we must
remember that our partners also have a duty to continually
learn and develop therr skills and knowledge We have created
a number of unique learning opportunities for our partners this
year, many of which were themed around our Succeeding In
Turbulent Times imiative Through webex cross-funcuonal
learning sessions and invited speakers from Government and
key financial insututions we ensured our partners were
equipped 10 help therr clients through the credit crunch with
the best technical and commercial advice based on the most
up-to-date market insights

Diverse clients, diverse people

Recognising the business benefits of greater diversity at the
very highest posiiions in our professien, the KPMG Europe LLP
Board has renewed I1ts commitment 1o clear diversity goals,
including where approprate a target for the number ot women
reaching partner level For example in the UK, we have set a
targel of 16% women partners by 2012 up from the current
level of 14%

In practical terms this means for example

« An ongoing commitment to REACH, a six-month tramning
and mentaring grogramme aimed at women managers
Now running in Switzertand, the UK and Germany, REACH
aims 1o improve key professional development and client
skills such as networking and profile building and to
boost confidence




Sharing experiences to provide
global consistency for clients

Sami Hermazoul Rodngo

With a growing number of mulunationals investing abroad,

KPMG has been warking hard on a collaborative approach
to share best practice around cross-border woirking

For over four years Sami has been adwvising Spanish
muliinaiionals who are keen o have a single pownt of
contact to manage ther global tax complance, accounting
and book-keeping needs allowing them to focus on
establishing themselves in new countries

As part of his development Sami undertook a year-long
secondment with the Global Tax Outsourcing team based
in Lendon Here he managed a number of global projects,
which he has been able to apply io subsequent Spamsh
clent projects

“Gaing this global expenence has helped me to provide the
best possible service to my clients — 1t has been invaluable
Curning my secondment | bullt up my knowledge and
neivworks that | sull use today 1o find global solutions
clent issues ”

Go onhne for more information
www kpmg eu/annualreport
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People

* Our Chairmen and Chief Operating Officer are also spensoring
a programme to provide added support and wispinng challenges
to selected women and people from ethnic minonties with
the talent and ambition to hecome partners, as they prepare
for partnership

* Ongoing support for employees with families In Germany
for example we support childcare for employees i a number
of ciues, and 1 ihe UK offer emergency chidcare
arrangements for all employees

* The year saw the development of a number of employee
networks across KPMG Europe LLP including in the UK a
Parents and Carers network, the Islamic Society and a new
Ching Club, in Switzerland and Germany the women's network
KNOW continues te provide resources and informauon for
women employees and the establishmeni of a new network
called Pride@KPMG for lesbian, gay, bisexual and transgender
employees in Germany

Our work to make KPMG Europe LLP a genuinely inclusive
organisauton has seen us recognised as

* Gold Standard in the Business in the Community/Opportunity
Now benchmark

The only Big 4 accountancy firm i the Working Fam:lies Top 20

* Gold Members of the Employers” Forum on Disabiity (EFD)

Stonewasll Champions

included in the Top 50 places Where Women Want 1o Work
for the past four years

Awarded the Career and Family award certificate from the
Hertie Foundation s berufundfamilie gGmbH in Germany
This award honours KPMG s efiorts ta make 1t easier for
employees 10 combine a career and famuly
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Managing change

Despite tough economic times we've continued to develop
and consolidate our approach to people management across
the combined KPMG Euwrope LLP group

One of the key benelits of the merger 1s our ability 1o create
the right teams for our clients, drawing on the skills of our best
people across all our markets

We are doing all we can to encourage greater mobility 1n
the firm, to make sure we can assemble and deploy teams
at high speed

Partners act as Global Opportunities Champions to encourage
people to move about internationally and we are simplifying
procedures for such moves During the year some 780 people
worked on overseas assignmenis either within the group or
the wider KPMG International network

Other mitiatives ate helping us improve etficiency and peiformance

* Managing for Excellence (MfE) - This 15 our programme o
make sure some 1 300 people management leaders (PMLs)
across the combined group have the nght 100ls and skills 1o
create a high-serformance culture in cur teams Qur explicit
ambiuion 1s to be best n class in the way we manage
performance This year saw the launch of M{E in Spain
alongside the UK Germany and Switzerland

* Common technology ~ Our SAP finance and human
rasources IT system now operating in the UK and Germany
and being implemented in Switzeiland and Spain has provided
the common platform that will let us harmonise our core
people processes

¢ Innovation — We are managing our cost of delivery in
nnovative ways The newly expanded KPMG Resource
Centre jomt venture between KPMG Europe LLP and
KPMG India 1s enabling us 1o tap a new peol of talent to
handle unportant aspects of client work efficiently




Safeguarding talent

We are committed to retaining our talent wherever possible

and have been deiermined to learn the fessons from the last
recession where many arofessional services firms cut jobs

heawily only to regret it later

Across KPMG Europe LLLP and similarly in other KPMG
pracuces, we have adopted innovative approaches to managing
Our resources

Qur Flexible Futures programme offered colleagues the chance
to opt for a shorter working week or 1o take leave on reduced
pay but full benefits, If required by the firm

Although entirely veluntary this saw some 88% of people in
KPMG in the UK elect 1o sign up for the programme which
saved €3 8 millon in the year The response indicated high levels
of trust sn the frm and became a talking point among clients
Many asked us to explain the approach and we subsequently
advised some on implementation of their own schemes

In Germany, we set up a programme 16 ntroduce addivonal
flexible working hours and actively used our well-estathshed
time management system which allowed us to reduce overtime

Althcugh recruitment was scaled back temporarily, we were
determined to continue attracting new talent to the firm and
recruiied 1 200 graduates 1o the combined group during the year

Challenges ahead

2009 was undoubtedly a challenging year for us and our chents
We were delighted that surveys of people across the combined
KPMG Europe LLP group continued (o snow high levels of
employee engagement

We have huge pride in our people and in the trernendous work
they do for clients

As the global econemy begins 1o recover our main challenge
1$ 10 support them in this work in imaginative ways and 1o
continue bullding a flexible, high-performance culture for the
benefil of our people and our clients

The strength of the enlarged firm has no dount made us more
collaborative and innovauve and enabled us (o differentate
ourselves as true employers of choice

Greater knowledge of accounting
systems across Europe

Marcus Evans

"Since joining the firm | have always known | would
apply for a secondmentin one of our other European
oifices For me this was one of my reascns for joining
KPMG The epportunity came when a number of
the European practices were recruiing Transacton
Services professionals for long-term secondments

| chose Brussels, as | could speak French {one of the
wo national languages) and had several friends who
recommended the city The move was made extrermnely
easy — | received great support from KPMG 1n finding
a house and setthng In

| found KPMG Belgium simultaneously foreign and
famihar  In some ways the work was often extremely
similar, but in other ways, very different, a new team,

a new language and a new set of accounting standards

My colleagues in Brussels were very supportive helping
me with a new language and accounting system, and

| gained confidence in my new environment | was able
to return the favour by helping others with English
expressions for therr reports and shanng expernences
from UK projecis

| found the experience of working for another European
practice enniching on many fronts, professianally,
culturally and personally’

Go online for more information
www kpmg eu/annualreport
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Corporate social responsibility

Corporate social responsibility (CSR)
IS a defining part of our ethos as a firm.
As KPMG Europe LLP expands, our
challenge is to find new ways to
Involve our people, clients, suppliers
and community partners to make

a sustainable difference in society.

Expenence KPMG online
www kpmg ew/annualreport
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Guuhio De Lucia
<PMG Adwisory Partner on UNICER

Providing depth and breadth
of knowledge

UNICER

As part of therr overall strategy the United Nations Children's
Fund (UNICEF) Private Fundraising and Partnership
Dwvision based in Geneva inimiated an ambitious business
raticnalisation programme aimed at sigrificantly improving
the effectiveness and efficiency of the global UNICEF Cards
and Gifts operations

To achieve this UNICEF was looking for a tearn with a strong
international profile the experience of managing complex
transformation and change management processes and the
ability to work 1n a truly global environment UNICEF
expectations have been fully met by a broad KPMG team
overseen by Swiss Advisery Partner, Giulio De Lucia, and
composed of several individuals including a dedicated
change manager based in Switzerland

This work will enable UNICEF o radically transform its Cards
and Gifis value chain, providing the ability to adapi 1o market
conditions, improve their cost/income ratio and ulumately
create a platform to enter new high potential market segments
For KPMG, we know that in due course our work will help
raise more money to save children s lives, providing a
considerable source of inspiration to all those involved

Go online for more iInformation
www kpmg eu/annualreport
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Corporate social responsibility

Corporate social responsibility 1s part of the culture of KPMG
Europe LLF and 1s part of our values and our business strategy

We are committed to behaving ethically, safeguarding the
environment and using our skills 1o make a lasting contnbution
to communines

An actve approach to CSR also helps us build valuable and
trusted relatonships with cur people, our chents our suppliers
and society at large

We are well on the way 1o completing a three-year programme
to embed CSR across the KPMG Europe LLP group nght down
10 local office level so that our people can get involved in therr
local cormmunities near where they work and live

Where appropnate we are harmonising our approach 10 CSR
with strong leadership from the KPMG Europe LLP Board
consistent policies, dedicated resouices and clear communication
But our approach can be modified from country to countiy

to reflect local culture and priorities

Volunteering, charitable donations and environmental
conservation continug to be the three main pillars of our
programme and we ve made sirong progress on all three
1n the year

In a tough economic chmate we ve also looked for smarter,
more efficient, ways to implement our programma and for
opportunities w involve our chents and suppliers

The value of volunteering

Volunteering and pro bono work can ulumately be more
valuable to the communities we support than ¢ash donations
vital though thase are We acuively encourage our people to
volunteer their time and skills
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Dunng the year in the combined group

e QOver 5 000 people compleied some 59 000 hours of
volunieer or pro bono work

* We donaied over €15 million 10 the causes we support
in cash orin kind

In the UK and Germany we raised €558 973 and €75 238 for our
wwo staff-selected People Charities the Alzheimer’s Society and
Deutsche Kinder-und-Jugendstiitung respecuvely Elsewhere
donations are channelled through KPMG Foundations to charities
such as Medicos sin Fronteras in Spain and Kid's Kidney Care

N Switzerland

Our core areas of focus

Community programmes focus on four mam themes —
educauon employability, enterpnse and environment, areas
where we feel our own skills can have the greatest impact
Projects include '

* The newly opened City Academy in Hackney, London
where working alongside the City of London, we are each
mvesting amounts of more than €1 mithon Last year over
150 KPMG people volunteered at the Academy and in
feeder pnmary schools

* KPMG Germany s Partners in Leacership programme —
which enables business leaders and head 1eachers 1o share
management knowledge — was recognised this year as a
landmark project in Germany — fand of ideas

Socially excluded young people and entrepreneurs are the
focus of several projects we suppori in Spam

* Employees in Switzerland provided application training
10 young peocple locking for apprenticeships and support
in finding employment for well-qualified immigrants




* In Germany since 2006 social markeiplaces have helped
businesses and non-profit organisations buld mvaluable inks
with each other by trading services, skills and knowledge
There have heen around 50 markets in Germany since
inception and KPMG has been involved i around hatf
of these, with about 3 500 cooperation agreements signed
between businesses and organisations KPMG in Belgium
partcipated in the programme for the first tme this year and
both Germany and Belgium are participating again in 2010

Our annual Make & Difference Day provides our people

with an opportunity to get involved in a huge range of projects
In Germany we had an 11% increase In partizipation supportng
more than 90 projects In Switzerland we had almost a

30% increase in partcipaticn supporting 23 environmenial
and social projects In the combmned group a record 4 000
people participated in Make a Difference Day and team
challenges supporting more than 300 projects within therr
local communities

Managing environmental impacts

We are dedicated to managing our environmental impacts
proacuvely and we are commutted to working together
across borders 1o make an even bigger difference KPMG
International’s ambiuon s for member firms to reduce ther
carbon emissions by 25% by 2010 using a 2007 baseline
KPMG Europe LLP 1s working hard 10 meet this target and
this will be an area of great focus In the next 12 months

Germany has achieved accreditation to the demanding

ISO 14001 environmental standard in just 14 months and the
UK has maintained accreditation The carbon footprint in the
combined KPMG Europe LLP group i 2008 was 2 893 tonnes
per head We are expecting a reducuon in 2009 and are working
hard to reduce ihis even further in 2010

State of ihe art energy-eificient technology in our new Canary
Whari building in London opeming in 2010 will allow us 10 cut
carbon emissions by up to 50%

But travel particulatly flying, continues to be a challenge

QOur efforts to tackle this are becoming more sophisticated
For instance, KPMG last year became one of the first companies
in Germany 1o achieve carbon-free rail travel Other low-carbon
initiatives include

« Encouraging people 10 take the train

¢ Implementing car-sharing schemes across Europe to reduce
amissions, recently launched in Switzerland

* Making greater use of our new tele- and wideo-
conferencing facilities

Working with supphiers and clients

Each year the group purchases €750 million of goods and
services from suppliers By working closely with supplers
we can make important strides towards meeting our
sustainability gozals

Since 2008 all new group-wide contracts worth more than
€50 000 have included our supplers code of conduct based
on the 10 principies of the UN Global Compact In the nexi

12 menths our ambition 1s to implement the coce of conduct for
all suppliers and 1o work with local businesses 1o encourage
and improve sustamability practices

Actions like these underpin the sustainahility services we offer
our clients, for insiance n advising them how to tackfe chimate
change and in auditing thew sustainabibty reporis

There has been no sign of our suppliers or clients taking a more
relaxed approach to sustainability during the downturn Indeed
they increasingly look for real proof that we are living up to the
high standards ot sustainability we seek 1o promote

These shared values and ambitions reinforce our own

commitment to embedding the sustainabilty agenda in
every part of our business !
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Corporate governance

Corporate governance

As a major internatonal organisation the group applies high
standards of corporate governance The governance structure
for KPMG Europe LLF (which 1s laid down in the partnership
agreement and associated operating provisions) therefore
mirrors that found in our major clients albert adapted slightly
to reflect the fact that the firm 1s wholly owned by ts members
who work withun the orgamisauon

We are also committed to ensunng that we stay at the forefront
of good governance In that respect we welcome and have
partcipated actively 1n the development of the Audit Firm
Governance Code published recently by the ICAEW Although
this I1s designed to be applicable only to UK audit firms, KPMG
Europe LLP already complies with nearly all of 1ts provisions
We are now considenng how best to meet the remaining
provisions, primanly those relating to the appointment of
independent non-executives, for KPMG Europe LLP as

a whole

This section summarnises the roles and responsibiites of those
bodies defined by the KPMG Europe LLP governance provisions
N maintaining these high standards Further details of the
governance arrangements operating within KPMG Europe LLP
are set out in the KPMG Europe LLLP lransparency Report

The Joint Chairmen

KPMG Europe s led by its Joint Chairmen, Rolf Nonnenmacher
and John Gnffith-Jones The Charmen are appointed by the
Board but the decision must be ratfied by an ordirary resclution
of the partnership They have both served two years of therr
initial term of office of five years The Joint Chairmen are
responsible for leading the Group QOne of the Joint Chairrmen
currently chairs the Board and the other chairs the Executive
Underneath the Joint Chairmen are six main bodies that deat
with key aspects of governance within the Group
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These are

¢ The Board

¢ The Executive Commiitee

* The Audd Committee

* The Risk & Comphance Commuttee
* The Nominations Committee

* The Remureration Commiitee

The Board

The KPMG Europe Beard 1s responsible for ensuring that the
group 15 1yn n the interests of the membars as a whole and in
a manner which 1s In keeping with the standing and reputation
of the firm The Board s responsibilities include setting the
group s stiaiegy overseeing its imnplementation, considenng
overall financial performance and solvency, ensurnng the
mantenance of a seund approach to nisk management and
nternal control and reviewing its effectiveness

The Board members are shown on pages 40 10 41

The seven members of the Executive and the Head of Risk and
Compliance are appointed by the Board following consideration
of the recommendations of the Joint Chairmen They are elected
for a term of three years, renewable for such a period as the
Board sees fit The non-executive members are recommended
for appointment by the Neminations Commitiee in consuliation
with the Joint Charrmen They are elected for & term of three
vears and If reguwred can serve for two terms

The Board met formally nine tmes in the year to
30 Septermber 2009




The Executive Committee

The Executive 1s 1esponsible for managing the day-to-day
operations of the group Its responsibilities include recommending
pohcy 1o the Board, developing and implementng the Business
Plan based on the Board s strategic prionties and monitoring
operating and financtal performance Dunng 2009 1t met

25 times

The Audit Committee

The Audit Committee Is responsible for monitorning the integrity
of the financial statements of the Group (including assessing
any significant financial reporting judgements contained therein),
reviewing internal financial and operational controls overseeaing
the internal audit function and monitonng the relatonship with
the external auditors

The Audit Committee comprised three non-executive
Board members and met formally four times in the year to
30 September 2009

The Risk & Complhiance Committee

The Risk & Compliance Committee (which was formed in
December 2008) 15 responsible for helping to ensure a culture
cf qualty and integnty 1s maintained within the group and
also 10 act as suppori for the Head of Risk and Compliance

on the pclicies and procedures relating to professional nsk
management, guality contreol, and ethics and independence

The Risk ana Comphance Commitiee comprised three
non-executive Board members and met four imes in ihe
year to 30 September 2009

The Nomunations Commuttee

The Nominatons Committee I1s responsible for wdentifying
canaidates for appointment to the Board and other key
appointments within the group It reports into the Board and the
Joint Chairmen, as appropriate The committee comprised four
members and met four times 0 the year to 30 September 2009

The Remuneration Committee

The Remuneration Commitiee 15 responsible for making
recommendations on policies for partners’ remuneration,
approving the process used by the Exacutive Commuttee for
determining individual partner remuneration, and determings
the remuneration of the Joint Chairmen and the members of
the Executive Committee KPMG Europe s policies for partner
rermuneration take inte account a number of factors including
quality of work, excellence in client service, growth in revenue
and profitabiity leadership and Iiving the values of the firm
The Remuneration Commitiee consisied of five non-executve
Board members and met six times to discuss partner
renumeration for the year ended 30 September 2008

National firms

The various firms that compnise our group have governance
structures appropriate to meet their nauonal laws and
regulations These are described in more detail In the relevant
nalional transparency reports
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Corporate governance

Risk management

The KPMG Europe Board has the ulumate responsibility for
ensuring that an appropriate system of nsk management
and internal quality centrol operates throughout the group —
covenng all enterpnse risks that we face The nisks that it
seeks to manage fall into four main categories

* Financial nsk
* Qperational risk
* Strategic 11sk

* Professional nsk

Financial risk The management of fimancial nsk falls under
the direct responsibility of the Chief Financial Officer, reporting
into the Board member with responsibility for this area (the
Head of Finance and Infrastructure} The Audit Commitiee
has oversight of the process to ensure that all key financial
risks facing the group are properly identified and are
appropriately managed

Operational nsk The Board member responsible for operational
nsk s the Chief Operating Officer of KPMG Europe LLP The
Audit Committee has oversight of the process to ensure ihat
ali key operational nsks are properly identified and are
appropriately managed

Strategic nsk Strategy 1s under the drect control of the
Board which considers and reviews the approprtateness
of the group’s strategy both on an ongoing basis and
formally at rts annual Strategy Day

Professional nsk The Board member respansible for
professional nsk management within KPMG Europe LLP 1s
the Head of Risk and Compliance The Risk and Compliance
Committee which was formed in December 2008, provides
addittonal board level focus on this iImportant area The Head
of Risk and Compliance 1s supported by a team of nsk
professionals at both group and country level
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Qur group operates systems designed 1o manage rather than
elininate the nsk of falure 1o achieve business objectives ansing
frorn any of these nisks As such these systems can anly provide
reasonable assurance against matenal misstatement or loss
The Board either directly or through one of its cormmitiees has
reviewed the effectiveness of the systemn of internal cantrols

in operauon during the year

How we deliver engagement quality

Our systems of quality control are designed 1o meet the
expectations of our chents as well as the rules and standards
issued by our regulators

The system of quality contro! that we employ can ke depicted
as follows
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A detailed description of our systems of quahty
control 1s set out in our 2009 Transparency Report
which can be accessed at the following link

www kpmg eufannualreport

A summary of some of the main elements of our system
of quality controls as follows

1 Our culture

We recognise the importance of delivering quality servicas

and are cormmitted to aoing so As such, a commitment to guality
remains as one of the key sirategic priorities for our group

Our values are another iImportant factor that influences
the culture of our firm Qur final and most important value
15 that above all we act with integnty Qur values are
communicated to all of our people and are embedded Into
the performance appraisal process that our people follow
Our commitment to professionalism and integrity 1s also
enshrined in our code of conduct This describes the
principlas and standards of ethical conauct that KPMG
requires and s underpinned by the core value of integnty

2 Qur ethical standards

We are commitied to achieving a high siandard of ethical
behaviour In everything that we do We operate ngorous
policies, procedures and tools to help ensure that our partners and
employees are free from prohibsted financial interests

inand prohibited relatonships with our audit clients ther
management direciors and significant owners and therefore
comply with all applicable independence standards

3 Our people processes

One of the key drivers oi quality 1s ensunng that the night
partners and staft members with the right skills are assigned

to an engagement To help ensure that we recruit and retain

the nght peoole, we adopt ngorous HR polictes and procedures
covenng matters such as recrutment, performance evaluauion
professional development, compensation and partner admission
In assigning people to specific engagemenis we evaluate a
range of factors including therr skill set, professional and industry
experience and the nature of the engagement

4 Rigorous procedures for acceptance and continuance
of chents and engagements

We have established policies and procedures for deciding
whether or not to act for chents These include performing
annual evaluations of the rnisks ansing from being asscciaied
with & specific chent as well as evaluatons to determine
whether or not KPMG 1s willing and able to provide

a specific service 10 a client

5 A methodology which delivers effective engagement
performance

Fundamenial to our professional services are the quality
controls which are embedded throughout the various
standardised engagement processes and methodaologies
applcable to cur vanous services These guality controls
include policies and guidance 1o help ensure that the work
performed by our people meets apphcable regulatory
requirements professional standards and internal standards
on quahty Appropriate review and supervision 1s one of the
other key tools that we utilise to help to control the guality of
our engagement deliverables

6 Monitoring and comphance

Policies and procedures are monitored regularly to ensure
continuing relevance and effectiveness In addition independent
reviews {Including reviews of a sample of individual
engagements/engagement leaders) are performed each year
o assess the effectiveness of and compliance with the required
nsk management and quality control policies and procedures
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Board members

01 John Griffith-Jones
Joint Chairman and UK Senior Partner
Home ¢ity London

02 Prof Dr Rolf Nonnenmacher
Joint Chairman and German Senior Partner
Home city Frankfurt am Main

03 Richard Bennmison'
Chief Operating Officer
Home city London

04 Hubert Achermann

Swiss Senior Pariner, Charrman
of Remuneration Committee and
non-executive Board member
Home city Zunch

05 Jeremy Anderson
Head of Markets
Home city London

06 Mike Ashley
Head of Risk and Compliance
Home city London
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07 Guy Bainbridge

Chairrman of Audit Committes
and non-executive Board member
Home city London

08 Sue Bonney
Head of Tax
Home city London

09 Jurgen van Breukelen?
Home city Amsterdam

10 Andrew Cranston?

Russian and CIS Senior Partner and
non-executive Board member
Home city Moscow

11 Rachel Campbell
Head of Pecple
Home city Lendon

12 Herman Diyjkhwzen?
Dutch Senior Partner
Home city Amsterdam

13 Malcolm Edge

Member of Remuneration Committee
and non-execuuve Board member
Home city Manchester

14 Dr Bernd Erle
Head of Finance and Inirastruciure
Home city Beriin

15 Jaap van Everdingen?
Home ctty Amsterdam

16 Hans-Jurgen Feyerabend

Member of Risk & Compliance Committee
and non-executive Board member

Home city Frankiurt am Main



17 Michael Gewehr

Member of Remuneration Committee
and non-executive Board member
Home city Duesseldorf

18 Harald von Heynitz

Charrman of Nominations Commitiee
and non-executive Board member
Home city Munich

19 Ahstair Johnston
Non-executive Board member
Home city London

20 Johannes Pastor

Member of Audit Committee

and non-executive Board member
Home city Munich

21 Karin Riehl?

Luxembourg Senior Pariner and
non-executive Board member
Home city Luxembourg

22 Jack van Rooijen?
Home city Utrecht

23 Bernd Schrmd
Head of Adwisory
Home city Stuttgart

24 Joachim Schindler
Head of Audit
Home city Berhin

25 John M Scott*

Spanish Serior Partner, membper
of Remuneraion Commiiiee and
non-executive Board member
Home city Madnd

26 Dr Ashley Steel

Member of Risk & Compliance Commitiee
and non-executive Board member

Home city London

27 Dieter Widmer

Member of Audit Committee and
non-executive Board member
Home city Zunch

28 Luc Wygaerts®

Belgian Senior Partner member

of Remuneration Committee

Risk & Compliance Committee and
non-executive Board member
Home city Brussels

29 Stefan Zwicker
Mon-executive Board member
Home city Zurich

1 Appainted 1 January 2009

2 Attends the Board in an advisory capacliy and
will ba formally appointed to the Beard once
membership of KPMG Europe LLP s finalisad

3 Appointed 1 October 2009

4 Appainted 1 October 2008

5 Apponied 1 Apnl 2009

Colin Cook was a member of the Board unul
his retirement on 31 December 2008

To mamntain independence from the Board the
other members of the Norminations Committee are
drawn from the members atlarge and are currently
Philhp Hallauer {Zunch) Wolfgang Zieren (Dusseldorf)
and Mel Egglenton (Birmanghami
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Report to the members

The Beard (as set out on pages 40 to 41)
submuts i1ts report together with the
audited consolidated financial statements
of KPMG Europe LLP and its subsidhary
undertakings (the group) for the year
ended 30 Septernber 2009 The report
to the members should be read in
conjuncuon with the other sections of
this annual report The financial statements
to be filed at Companies House will
compnse the group financial statements
and the separate financial statements of
KPMG Europe LLP

Legal structure

KPMG Europe LLP (the partnership} 1s
Incorporated in the United Kingdom as

a limited habiity partnership (LLP) under
the Limuted Liability Partnershups Act 2000
It was wholly owned by its members
throughout the year The partnership,
which has 1ts headquarters

in Frankfurt am Main Germany, has

dual regisiration

* In the UK registered number OC324045,

registered address 8 Salisbury Square,
London EC4Y 8BB

In Germany {in the commercial register
at the District Court of Frankfurt am
Main} registered number HRA 44574,
registered address 60439 Frankfuri am
Main, Mane-Cune-Strasse 30

At 30 September 2009, the group
compnsed the KPMG member firms

in the UK, Germany and Switzerland
together with certain entities of the
KPMG member firms in Spain and
Belgium The intention of the merger
with the KPMG member firms in these
countries was that the enure firm be
included within the group However

for contractual and regulatory reasons,
this s not currently possible and ¢ertan
enuties principally the audik firms in both
countnes are therefore excluded from the
group In all cases, ELLP has call options
to acquire 100% of the share capital of
those entities currently excluded from
the group, the conditions for which are
set out in note 8

The principal subsichary undertakings

of the partnership are set out i note 26
Detalls on the governance of the group
are set ouiin the Corporate governance
section on pages 36 to 39 which also
discusses the group's approach to nsk
management

Designated members

The designated members (as defined in
the Limited Liabibty Partnerships Act 2000)
of the partnership during the year were
John Gnftith-Jones, Rolf Nonnenmacher,
Joachim Schindler and Richard Benmison
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Colin Cook was also a designated member
unti he retred on 31 December 2008

Principal activity
The group offers audit tax and adwisory
services acioss Europe

Strategy
The Chief Operating Officer discusses
the group’s strategy on pages 6to 9

Financial performance

The group’s results cover the KPMG
member firms inthe UK Germany and
Swiizerland together with certain entities
of the KPMG member firm in Spam for
the year to 30 September 2009 and
certan entities of the KPMG member
firm in Belgum for six months to that
date (see note 8) Comparative results
cover the UK and Germany alone (see
note 1)

Group revenue was hoosted by the
completion of mergers with KPMG
Swatzerland, Spain and Belgium However
the fall In the value of the pound sterling
against the euro over the year resulted

in the UK s decline in revenue of 1 6%

n local currency translaung o a dechne
of 14% in euro terms Hence the group s
reporled revenue of €3 435 milion was
wirtually unchanged compared to the prior
year in local currency, pro-forma terms

Revenues in the Audit function held up
well against increasing pricing pressure,
showing oro-forma growth of 3 1% in
local currency terms Demand for Tax
services suffered particularly in the UK
in the absence of substanual volumes
of merger and acquisition activity and
as chents exercised tight control over
discretionary spend Advisory broadly
maintained revenues at thewr 2008 level
Transaction Services and Corporate
Finance suffered from the absence

of major deals especially in Private
Equrty, whilst Forensic Governance &
Compliance Performance and
Restructuning all benefited from clients’
concentration on enhanced efticiency,
profit and cash flow maximisation
Performance across each of the group’s
funcuions 1s discussed more fully on
pages 1210 14

As required by IFRS, operatng profit for
the financial year 1s shown after deduction
of members' remuneraton payable under
locat employment and service contracts
but hefore all prafit shares payable w

UK partners The operating profit of
€444 milion s, as a consequence
almost entirely denominated in pounds
sterhng Substanually all the reduction

of €51 milion compared 10 200815
attnbutable to the weakening of the
pound against the euro

Average full-ime equivalent headcount
of the group on a pro-iorma basis for the
year was 21,055 This was a fall of 3%,
ansig in all of the group’s operating
segments as the fum managed ts
resources in reaction to weak demand for
services, including the innovative Flexble
Futures programme adopted in several
countries Partners and employees were
offered the chance o opt for reduced
working hours, or leave of absence at
partiglly reduced pay

Net assets and hquidity

The group's statement of financial
position at 30 September 2009 includes
the assets and kabiities of the KPMG
member firms in the UK Germany,
Switzerland, and certain entities of the
KPMG member firms in Spain and
Belgium, at 30 September 2008 UK
Germany and Switzerland

The balance sheet of the group continues
to be strong Operatons are generally
financed by members’ capital and

other reserves which together totalled
€688 miliion at 30 September 2009 Bank
faciliues of €503 million are also avallable
1o the group against which €158 milon
had been drawn at 30 September 2009

Capital1s provided by each member on
becorming a partner and totalled €99 million
at 30 September 2009 {2008 €57 milion)
The Increase reflects a mixture of addinonal
capital from partners in Spain and Belgium
and additional capital from new partners
in the UK Germany and Switzerland,
cffset by adverse exchange rate impacts
Capnal s only repayable on retrement or
resignation and is therefore relatively
stabte from year to year

The group's main assets attributed 1o
the clent service segments are trade
recelvables and unbilled amounts for
clent work Both categores are monitored
monihly at departmeantal and funcuon
levels The prompt rendering of fees for
work done, and collection of the resulung
receivables, are iImportant aspects of
the group s monitoring of financial nsks
After reflecting the impact oi exchange
rate movements on non-euro balances
these assets 1otalled €545 milion at

30 September 2009 compared 10

€648 million at 30 September 2008

The group s operating acuviiies are
normally cash generative, save for
investments in property, plant and




Report to the members

continued

equipment and ntangible assets Cash
outflows are strongly influenced by
the uming and amounts of payments
in respect of profit shares and bonuses
to members and staff Additionally,
there was considerable investment

in the group's infrastructure, reflected
in €131 million additions to property,
plant and equipment (after deducting
the capitalisation of amounts previously
treated as prepayments, in respect

of the new UK headquarters building
at 15 Canada Square, London) and

€31 million to Intangible assets

Going concern

The group’s business activities, togsther
with the factors likely to afiect its future
development, performance and position,
are set out In the Charrmen's statement
on pages 210 5 The financial position of
the group, 1ts cash flows and liquidity
position are discussed above In addition,
note 22 to the financial statements sets
out the group’s objectives, policies and
processes for nsks ansing from the
group’s use of financial instruments,

in particutar 1ts exposure to credit and
hguidity nsks The borrowing facilities,
together with details of amounts drawn
down under these borrowing facilives,
are also set out In note 22

The group has considerable financal
resources together with well-established
retationships with many clents and
suppliers across different geographic
areas and Industries As a consequence,
the Board believes that the group I1s

well placed to manage its business nsks
successfully despite the current uncertain
economic cutlook

After making enquines, the Board has

a reasonable expectation that the group
has adequate resources tc continue In
operational existence for the foreseeable
future Accordingly, the Board continues
1o adopt the going concern basis in
preparing these financial statements

Post balance sheet events

During 20083, the KPMG Internationat
member firms in the Netherlands,
Luxembourg and the Commonwealth

of Independent States (CIS, comprising
Russia, Ukraine, Armenia, Kazakhstan,
Kyrgyzstan and Georgia) ali voted to join
the group the parinership obtained control
over the Netherlands and part of the
Luxembourg firms in October 2009 but
control over the CIS 1s subject to various
regulatory clearances such that legal
completion 1s expectied to occur only later
in the year ending 30 Septerber 2010
Control over the remaining entities in

Luxembourg 1s subject to the introduction
of the EC 8th Directive intc Luxembourg
law, anticipated to be before 30 September
2010 1n the meantime, these are treated
as assoctated entities

Additionally, the KPMG International
mermber firm in Turkey voted dunng 2009
to merge nto KPMG Europe LLP with
effect from 1 October 2009, but legal
provisions in Turkey mean that the
partnership will own no shares in the
existing entities and will not have control
over them See also note 28

Treasury and risk polhicies

The group's presentation currency 1S the
euro The principal funciional currencies
of the group’s operating subsidianes in the
year were the euro, pounds sterhing and
the Swiss franc The principal treasury
risks of the group relate to exchange rate,
Iguidhity and interest - full details of the
group’s policies and management of
treasury risks are set cut in note 22 to the
financial statements The principal trading
risks faced relate to the current uncertain
economic position, discussed by the Chief
Operating Officer on pages 6t0 9, and
the possibiity of professional negligence
claims, against which the group has a
substantial level of insurance cover and
extensive risk management policies, as
discussed in the Corporate governance
section on pages 36 to 39

Members’ remuneration

The distributable profits for each
accounting peniod are determined by the
Board and are allocated to each member
by the Executive Cormmitiee A member
may receive Income under a contract with
a subsidiary company, or as a proiit share
from the partnership or a subsidiary LLP
Policies on the allocation of profits and
drawings, and on members’ capital, are
discussed in note 1 on pages 52 to0 53

Creditor payment policy

We agree commercial terms with
suppliers (including payment terms)
and, if performance accords with these
terms, we abide by the agreed payment
arrangements Trade creditors of the
group at 30 September 2009 were
equivalent to 27 days' purchases

{2008 25 days), based on the amounis
invoiced by suppliers dunng the year

Statement of members’
responsibilities in respect of the
Report to the members and the
group financial statements

The members are responsibie for
preparing the Report to the members
and the group financial statements

In accordance with applicable law
and regulations

The Limited Liability Partnerships
{Accounts and Audit) (Application of
Companies Act 2006) Regulations 2008
{the 2008 Regulations} require the
members 1o prepare group financial
statements for each financial year Under
that law the members have elected to
prepare the group financial statements
in accordance with IFRS as adopted by
the EU and applicable law

Under Regulation 8 of the 2008
Regulations the members must not
approve the financial statements unless
they are satsfied that they give a true
and far view of the state of affairs of
the group and of the profit of the group
for that pericd

In prepanng these financial statements,

the members are required to

¢ Select sutable accounting policies and
then apply them consistently,

* Make judgements and estimates that
are reasonable and prudent,

« State whether they have been prepared
in accordance with IFRS as adopted
by the EU, and

* Prepare the financial statements on
the going concern basis unless it 1s
Inappropriate to presume that the group
will continue in business

Under Regulation 6 of the 2008
Regulations the members are responsible
for keeping adequate accounting records
that are sufficient to show and explain the
partnership’s transactions and disclose
with reasonabte accuracy at any time

its financial position and enable them to
ensure that its financial statements comply
with those regulations They have general
responsibility for taking such steps as are
reasonably open 1o them {o safeguard the
assets of the group and to prevent and
detect fraud and other wregulanities

The members are responsible for the
maintenance and integnty of the corporate
and financial information included on

the group’s website Legislation in the
UK governing the preparation and
dissemination of financial statements may
differ from legislation in other junsdictions

During the year, these responsibilities

were exercised by the Board on behalf
of the members
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Report of the independent auditor to the members
of KPMG Europe LLP

We have audited the group financsal
statements of KPMG Europe LLP for
the year ended 30 September 2009
which comprise the consolidated income
statement, the consolidated statement
of comprehensive income, the
consolidated statement of financial
position, the consolidated statement

of changes n equity, the consolidated
statement of cash flows and the related
notes These financial statements have
been prepared under the accounting
policies set out therein

We have reported separately on the parent
financial statements of KPMG Europe LLP
for the year ended 30 September 2009

This report I1s made solely to the
members, as a body, In accordance with
Sections 495 and 496 of the Companies
Act 2006 as appiied by the Limited Liability
Partnerships [Accounts and Audit)
(Application of Companies Act 2006}
Regulations 2008 Our audit work has
been undertaken so that we might state
to the members those matters we are
required to state 10 them in an auditor’s
report and for no other purpose To the
fullest extent permisted by law, we do
not accept or assume responstbility 1o
anyone other than the partnership and
the members as a body, for our audit
work, for this report, or for the optnions
we have formed

Respective responsibilities of
members and auditors

The members’ responsibilities for
prepanng the report to the members
and the group financial statements In
accordance with United Kingdom law
and International Financial Reporting
Standards {IFRSs) as adopted by the
European Union are set out In the
‘Statement of members’ responsibilities
in respect of the Report to the members
and the group financial statements’

Our responsibility is to audit the group
financial statements in accordance with
relevant legal and regulatory requirements
and International Standards on Auditing
(UK and Iretand} It 1s our responsibility

to form an independent opinion based

on our examination, and to report our
opinion to you
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In addition we report to you If, In our
opinion, KPMG Europe LLP has not kept
adeguate accounting records, or returns
adequate for our audit have not been
recerved from branches not visited by us,
or the group financial statements are not
I agreement with the accounting records
and returns, or if we have not received all
the information and explanations we
require for our audit

We read other information contained

in the annual report and consider
whether 1t 1s consistent with the audited
group financial statements This other
information comprises only the Report
to the members and the information

on pages 1 t0 41 We consider the
implcations for our report If we become
aware of any apparent misstatements or
matenal inconsistencies with the group
financial statements

Basis of audit opimion

We conducted our audit In accordance
with International Standards on Auditing
{UK and Ireland} 1ssued by the Auditing
Practices Board An audit inciudes
examination, on a test basis, of evidence
relevant to the amounts and disclosures
In the group financial statements |t also
includes an assessment of the significant
estmates and judgements made by the
members in the preparation of the group
financial statements, and of whether the
accounting policies are appropnate to the
group's circumstances, consistently
applied and adequately disclosed

We planned and performed our audit
so as to obtain all the information and
explanations which we considered
necessary In order to provide us with
sufficient evidence to give reasonable
assurance that the group financial
statemenis are free from maternal
misstaternent, whether caused by fraud
or other trregularty or error In forming
our opiruon we also evaluated the overall
adequacy of the presentation of information
in the group financial statements

Opinion
In our opinion the group financial
statements
* give a true and fair view of the
state of the group’s affars as at
30 September 2009 and of 1ts profit
for the year then ended,
* have been properly prepared n
accordance with IFRSs as adopted
by the Eurcpean Union, and
* have been prepared in accordance with
the Companies Act 2006 as applied
by the Limited Liability Partnerships
{Accounts and Audit) {Apphcation of
Companies Act 2006} Regulations 2008

Stephen P S Weatherseed
Senior Statutory Auditor
for and on behalf of

Grant Thornton UK LLP
Statutory Auditor,
Chartered Accountants
London

11 December 2009




Consolidated income statement

for the year ended 30 September 2009 )

2009 2008

Nowe £m €m

Revenue 2 3,495 3.387
Other operating ncome 4 120 96
Personnel costs 5 {1,948){ (1,865)
Depreciation and amortisation 10, 11 {52} {61}
Other operating expenses 6 {1.171) {1,062)
Operating profit 444 495
Financial Income 7 121 10
Financial expense 7 (113) (87}
Net financial income 8 23

452 518
Negative goodwill ansing In the year 8 - 176
Profit before taxation 452 694
Tax expense 9 {6) (3}
Profit for the financial year, attributable to members
as owners of the parent entity 446 691

Consolidated statement of comprehensive income
for the year ended 30 September 2009

2009 2008
Noie €m £m

Profit for the financial year 446 691
Other comprehensive income
Foreign exchange translation differences {74) {74)
Change n fair value of available-for-sale assets 3 (3)
Actuznal (losses)/gains on defined benefit pension plans 20 {164) 55
Related tax sffect 9 21 (29)
Other comprehensive income for the year, net of tax {214) (51)
Total comprehensive income for the year, attributable to members
as owners of the parent entity 232 640
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Consolidated statement of financial position
at 30 September 2009

Assets
2009 2008
Note €m €m
Non-current assets
Property, plant and equipment 10 387 10
Intangible assets 15 88 63
Secunties and other investments 12 58 40
Deferred tax assets 13 49 31
Tax recevable 9 14 15
Employee benefits 20 28 ral
Non-current loans and receivables 14 65 13
689 343
Current assets
Trade and other receivables 15 929 1,269
Amounts due from members 21 146 154
Other investmenis 16 96 119
Tax receivable 12 26
Cash and cash equivalents 17 270 283
1,453 1,851
Total assets 2,142 2,194
Equity and liabilities
Equity attributable to members, as owners of the parent entity
Other reserves classified as equity 21 589 762
Liabilities
Non-current liabilities
Employee benefits 20 105 12
Provisions 19 165 173
Deferred tax liabilities 13 5 13
Other non-current habiities 10 9 8
284 206
Current liabilities
Short-term bank borrowings 22 158 95
Trade and other payables 18 749 765
Tax payable 34 37
Amounts due to mernbers 21 194 181
Provisions 19 35 51
Members' capital 21 99 97
1,269 1,226
Total rabilities 1,553 1,432
Total equity and liabilities 2,142 2194
Total members’ interests
Members' capital 99 97
Other reserves 589 762
688 859
Amounts due from members {148) (154}
Amounis due to members 194 181
Total members’ interests 736 886

The financial statements on pages 45 to 78 were approved by the members on 11 December 2009 and were signed on therr
behalf by

John Griffith-Jones Joint Chairman Prof Dr Rolf Nonnenmacher Joint Chairman

JL royud- (SN
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Consolidated statement of changes in equity
at 30 Sepiember 2009

Members
cther Faw value  Translation Total
reserves reserve Teserve equity
€m £m £m £m
Balance at 1 October 2007 655 - (16) 639
Total comprehensive income
Profit for the financial year 691 - - 691
Foreign exchange translation differences - - {74) {74)
Change in fair value of avallable-for-sale assets - (3) - {3)
Actuanial gains and losses on defined benefit pension plans 55 - - 55
Related iax effect (29) - - (29
Total comprehensive ncome 717 {3} (74) 640
Profits allocated 1o members dunng the year (514) - - (514)
Other transactions with membars (3) — - {3)
Balance at 30 September 2008 855 (3) {90) 762
Total comprehensive income
Profit for the financial year 446 - - 446
Foreign exchange uanslation differences - - (74} {74)
Change in farr value of avalable-for-sale assets - - 3
Actuanal gains and losses on defined benefit pension plans (164) - - (164)
Related tax effect 21 - - 21
Total comprehensive mcome 303 3 (74) 232
Profiis allocated to members duning the year (395) - - {395)
Other transactions with members o) - - (10
Balance at 30 September 2009 753 - (164) 589
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Consolidated statement of cash flows
for the year ended 30 September 2009 '

2009 2008
Note €m €m
Cash flows from operating activities
Profit for the financial year 448 691
Adjustments for
Tax expense 9 3] 3
Negative goodwill ansing in the year 8 - (176}
Depreciation and amortisation 10,11 52 61
Financial iIncome 7 (121} (Mo
Financial expense 7 13 87
496 556
Decrease 0 trade and other receivables 238 114
Decrease In trade and other payables (144} {88)
Decrease n provisions and employee benefits {31) 34}
Cash generated from operations 559 551
Interest and other financial costs paid 7] (&)
Corporate taxes paid (18) (26)
Net cash flow from operating actwities before
transactions with non-salaried members 536 519
Payments to or on behalf of members without employment or service contracts (413) {545)
Net cash flows from operating activities 123 (26)
Cash flows from investing activities
Cash acquired on business combinations [net of cash paid) 8 2 282
Proceeds from sale of property plant and equipment 1 1
Interest and other financial ncome receved 7 9 14
Disposal of investments and securities 29 1
Acquisition of property plant and equipment {137) {163)
Development and acguisition of capitalised intangible assets [ (3N 41}
Net cash flows from investing activities {121} 104
Cash flows from financing activities
Short-tarm bank borrowings 63 95
Loans advanced (17) -
Capital introduced by members 21 14 14
Capital repayments 1o members 21 (7) (14}
Net cash flows from financing activities 53 95
Netincrease in cash and cash equivalents b5 173
Cash and cash equvalents — beginning of the year 283 163
Etfects of exchange rate fluctuations (68) (53)
Cash and cash equivalents at the end of the year 17 270 283
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Notes

forming part of the consolidated financial statements

1 Accounting policies

KPMG Europe LLP (the partnership) was
incorporaied in the UK on 17 November
2006 as a limited liability partnerstup {LLP)
under the Limited Liability Partnerships
Act 2000 It has its seat in Frankfurt am
Main, Germany and s also registered with
the Handelsregister Frankfurt

The consolidated financial statements
include the financial statements of
the partnership and its subsiciary
undertakings (the group)

The accounting policies set out below
have heen appled consistently to all
periods presented in these consolidated
financial statements and have been
apphed consistently by all group entities
In these financral statemenis, the following
International Financial Reporting Standards
as adopted by the European Union
ladooted IFRSs) and relaied amendments
and interpretations o published standards
are reflected for the first time
* Revision to IAS 1 ‘Presentation of
Financial Statemients Rewised 2007
voluntary adoption as this standard 1
effective only for financial years
beginning on or after 1 January 2009
» Amendments to IAS 32 and IAS 1
'Puttable financial instruments and
obligations ansing on liguidation
voluntary adoption, as this standard
1s efiective only or financial years
heginning on or after 1 January 2009

The amendment 1o IAS 1 has had an
mpact on presentation of the group’s
financial statements resuling in a new
primary statement the Statement of
changes in equety, but has had no other
impact Hence no restated information

as at the date of earliest application,

30 September 2007, 1s presented as this
would have been unchanged from the data
presented at that tme The amendment
10 1AS 32 and IAS 1 has had no impact on
the group s financial statements

The group voluntarily adopted IFRS 8
Operating segments’ in the year ended
30 September 2008 This standard 13
mandatory only for listed entihes and
for such entities 1s mandaiory only for
financial years beginning on or after

1 January 2008

A number of new amendmenis and
interpretations have been endorsed by
the European Union as part of adopted
IFRSs but are not yet effective None
of these amendments are expecied 10
have a significant impact on the group’s
financial statements

Basis of preparation

These financial statemenis have been
prepared in accordance with adopted
IFRSs The financial staternents have been
approved by the members The financial
statemenis are prepared on the histonical
cost basis except that ali dernwvauve financial
instruments and certain other financial
instruments are stated at therr {ar value

The preparation of financial statements

in conformity with adopied IFRSs reguires
management to make judgements,
estimates and assumptions that affect

the apphcation of policies and reporied
amounts of assets and lisbilities income
and expenses Judgements made by
management In the applcatnon of adopted
IFRSs that have a significant effect on the
financial statements and estimaies with

a significant nsk of matenal adjustment In
the next year are discussed in note 27

The functional currency of the partnership
and the presentation currency of the group
15 the euro The financial staterments are
presented in millions of euro {€m)

Basis of consolidation and

equity accounting

The bringing together on 1 October 2007
of the KPMG International member firms in
Germany and the UK and the subsequent
addition of the member firm in Swatzerland,
and, durnng the year ended 30 September
2009 certain entities of the member
firms 1n Span and Belgiurm were regarded
by ihe respectve counines’ pariners as
being mergers of ike-minded professional
services firms not involving an ‘acquisition’
in the normal sense No attempt was
made in the merger negotiations to value
each firm on an arm s length basis other
than for the impact of harmonising
accounting policies

However, adopted IFRSs do not permit
the possibility of accountng for a business
combination as a merger or through the
pooling of interests method Rather, IFRS 3
Business Combinations’ requires that all
cases meeting the defintion of & business
combination must be accounted for as an
acguisiiion The creation of the group and
subseguent mergers each contan aspects
that meet the definiion of a business
combination Hence the inmal merger
between KPMG LLP and KPMG AG {then
KPMG Deutsche Treuhand-Gesellschaft
AG) was presented in the financial
statements as an acquisiion by the larger
party KPMG LLP acung through the newly
incorporated vehicle of the partnership
Subsequent mergers are aiso treated
as acquisiiions

Subsidiaries are entities controlled by
the partnership Control exisis when the
partnership has the power, directly or
indirectly, to govern the financial and
operating policies of an entity 50 as 10
obtain benefits from nts activities In
assessing control, potential voting nghts
that are currently exercisable or convertible
are taken nto account The financal
statements of subsidianies are included
in the consolidated financial statements
from the date that control commences

to the date that control ceases

Associates are those entities in which ihe
group has significant Influence, but not
control, over the financial and operating
policies Associates are accounied for
using the equity method and are imually
recognised at cost The consolidated
financial statements include the group’s
share of the total comprehensive income
of associates on an eguity accounting
basis, from the date that significant
influence commences until the date

that significant influence ceases

Business combinations

As part of its transition to adopted
IFRSs, KPMG LLP elected not to restate
any business combinations that took
place prior to 1 Qctecber 2004, 1ts date
of transiion Busingss combinauions
prior to this date have been accounted
for under KPMG LLP s previous
accounting framework, UK GAAP The
transfer in 2002 to KPMG LLP of the
business formerly carned on in the UK
by a general partnership with unlimited
liability under English law was accounted
for in accordance waih the principles

of merger accounting

For business combinations effected since
1 October 2004 far values that reflect
conditions at the date of the business
combination and the terms of each
business combination are attributed

to the wdenufiable assets liabilines and
contingent habihties acquired Thase
amounts represent therr cost of acquisition
Goodwill 15 recogrised where the cost of
the business comhbination exceeds the
total of these fair values Where the excess
1S positive, It (s treated as an intangible
assel, subject to annual iImparrment
testing Where the excess is negative
(referred to in these financial statements
as negative goodwili), it 1s recognised
immediately in the income statement
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Notes

forming part of the consolidated financial statements continued

1 Accounting pohicies continued
The mergers which formed the group

or have ansen since formaton, reflect
expectations that future profits ansing in
the "acquired’ member firms from their
existing chent contracts and relationships
wiil continue In practice substantally to
accrue to the pariners in the acquired’
firms This s to be contrasted wath a
commercial acquisition where the purchase
1s made specifically to give the acquirer full
access 10 the profits and cash flows of the
entity acquired Accordingly, in considering
the value to be ascribed to intangible
assets in the acguired firm, allowance

15 made for an arm s length assessment
of the remuneration of partners in each
country for therr services to the group, as
distinct from that part of therr {otal reward
estimated to be attnbutable to a return

on the capital they own in the group

Intangible assetls have been recognised

in respect of cusiormer relauonships and
order books Those in respect of customer
refationships are amortsed over 10 or 20
years considered o be the expected

hves over which benefit s obtained from
that relationship in each country Those in
respect of order books are wniten off over
a penod that matches the benefit ansing
under the contract, typically three to

sIX months

Foreign currency

Transactions in gach entity in currencies
other than its functional currency are
recorded at the foreign exchange rate
ruling at the date of the transacuon
Monetary assets and habilities
denominated in foreign currencies at the
year end are translated in each entity at
the foreign exchange rate ruling at that
date Foreign exchange differences ansing
on translation are recognised in the
mncome statement within iinanctal income
Or expense, as appropriate

For presentation purposes, the assets

and habihties of subsidiary undertakings
with a functional currency other than euro
including goodwall and fair value
adjustments ansing on consolidation are
translated at foreign exchange rates ruling
at the balance sheet date The revenues
and expenses of such undertakings are
translaied at an average rate for the period
where this rate approximates to the foreign
exchange rates ruling at the dates of
transactions Exchange differences ansing
from this translaton are taken directly 10
eguity and recogrised n the translaton
reserve They are reclassified from equity
to profit or loss as a reclassification
adjustment when the gain or loss on
disposal 1s recognised
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Revenue

Revenue represents the fair value of

the consideration recevable in respect
of professional services provided dunng
the year, inctusive of direct expenses
incuired on client assignments but
excluding value added tax Where the
outcome of a transactcen ¢an be estmated
reliably, revenue associated with the
transaction 1s recognised in the Income
statement by reference to the stage of
complet:on at the year end provided that
arnight to consideration has been obtained
thraugh performance Consideration
accrues as contract activity progresses by
reference to the value of work performed
Hence revenue in respect of service
contracts represents the cost appropriate
to the stage of completion of each
contract plus attributable profits, less
amounts recognised In previous years
where relevant

Where the ocutcome of a transacuon
cannot be estmated reliably revenue

1s recognised only to the extent that

the costs of providing the service are
recoverable No revenue is recognised
where there are significant unceramues
regarding recovery of the consideration
due or where the nght to receive payment
15 contingent on events outside the
control of the group Expecied losses
are recognised as soon as they become
probable based on the latest estmates
of revenue and costs

Unbilied revenue 1s included in trade and
other recevables as Unbitled amounts
for chent work  Amounts biled on account
in excess of the amounts recognised

as revenue are included in Trade and
other payables

Taxation

For those group entities that are UK
LLPs, taxauon on all profits (s solely

the perscnal liability of the mdividuat
members Consequently neither taxation
nor related deferred taxation ansing in
respect of the partnership (or its
subsidiary KPMG LLP)1s accounted

for in these financial statements

All disinbutions to0 members of these
LLPs are made net of income tax, such
amounts retained are paid to the local tax
authorities by the entities, on behalf of the
individual members, when this tax falls
due These amounts retained for tax are
treated in the financial staterments in the
same way as other profits of the
partnership and s subsidiary LLP and

so are included in 'Members' other
interesis or in ‘Amounts due 1o members

depending on whether or not division
of profits has occurred

The companies dealt with in the
censohdated financial statements are
subject to local corporate taxes based

on their profits for the accounung pertod
Tax and any deferred taxauon of these
companes are recorded in the consoldated
ingome statement or conschdated
statement of comprehensive income
under the retevant heading and related
halances are carried as tax payable or
recewvable in the consolidated statement
of financial position Current tax 15 the
expected tax payable on the taxable
income for the year, using tax rates
enacted or substantively enacted at the
balance sheet date and any adjustment
to tax payable in respect of previous years

Deferred tax in subsidiary companies

15 provided on temporary differences
between the carrying amounts of assets
and habilities for financial reperung
purposes and the amounts used for
taxation purposes The following
temporary differences are not provided
for the iniual recognition of goodwill, the
mitial recognition of assets or liabibities

N a transaction that 1$ not a busingss
combination and that affects neither
accountng nor taxable profit, and
differences relating to nvestmentis

In subsidianes to the extent that they
will probably not reverse In the
foreseeable future

The amount of deferred tax provided

15 based on the expected manner of
realisation or settlement of the carrying
amount of assets and habiliies using tax
raies enacted or substantively enacted

at the balance sheet date A deferred tax
assel s recognised only to the extent that
1115 probable that future taxabile profits
will be avallable against which the asset
can be uuhsed

Financial tncome and expense
Financial income comprises interest
and dvidend income on funds invesied
tincluding available-for-sale financial
assets and held-io-maturity investments)
discount on property prepayment
expected returns on defined benefit
pension plan assets, gains on dernvauves
recognised in profit or loss, exchange
gains and other income Interest income
1S recognised as it accsues using the
effecuve interest method Dividend
income 1s recagnised on the date that
the group’s nght 1o receive paymentis
established, which in the case of quoted
securines I1s the ex-dividend date




Notes

formiung part of the consohdated financial statements continued

1 Accounting policies continued
Financial expense comprises exchange
losses, interest cost on short-term

bank borrowings losses on denvatves
recognised in profit or loss, interest
cost on defined benefit pension plan
hahihties discount on provisions and
oiher finance cosis All borrowing costs
are recogrised in profit or loss using the
effective interest method

Property, plant and equipment
Property, plant and equipment 1s stated
at cost less accumulated depreciation
and imparrment losses Parts of an item
of property, plant and equipment having
different useful Ives are accounted for
as separate items

Leases under which the group assumes
subsianually al the nsks and rewards of
ownership are classified as finance leases
Upon imual recognition the leased asset is
measured at an amount equal to the lower
of its farr value and the present value of
the minimun lease payments assessed
atinception of the lease Subseguent to
iniial recogniuien, the asset 1s accounted
for in accordance with the accountng
policy apphcable to that asset

Depreciation 1s provided to write off the
cost less the estimated residual value
of property plant and equipment and

15 charged to the income statement on
a straight-iine basis over the estimated
useful ivas of each part of an item

of property, plant and equipment The
estimated useful lives are as follows

Leasehold bulldings 50 years
Office turmiture fittings

and equipment 5-10 years
Computer and

communications equipment 2-5 years
Maotor vehicles 5 years

The residual value, if not iInsignificant,
18 reassessed annually

Intangible assets

Expenditure on research 1s recognised
in the iIncome statement as an expense
as incurred Expenditure on internally
generated software 1s capitalised if the
product or process 1s technically and
commercially feasible and the group
has suificient resouices to complete
development The expenditure capitatised
includes the cost of matenals direct
labour and an appropriate proportion

of overheads Other developrent

expenditure 1s recogmised in the iIncome
statement as an expense as incurred

Capitalised development expenditure and
software and licences that are acquired
by the group and have a finite useiul Iife
are measured at cost less accumulated
amaritsation and impairment 05ses

Amortsation 1s charged to the income
statement on a straight-line basis over the
estimated useful lives of intangible assets
from the date that they are available for
use The estimated useful ife of software
and licences and of internally generated
software 1s five to eight years

Goodwill, customer relationships and
order books are discussed in ‘Business
combrinations’ above Goodwill is stated
at cost less any accumulated impairment
losses Customer relationships and

order books are stated at cost less
accumulated amortisation

Non-derivative financial instruments
Non-derivative financial instruments
comprise Investments In securities trade
and other recevables cash and ¢ash
equivalents, loans and borrowings, trade
and other payables, members’ capital and
armounts due 1o and from members

Secunties

If the group has a positive intent to held
to matunty secunties for which the
amounts due are fixed or determinable
and have a fixed matunty, then they are
considered 10 be held-to-maturity financial
inswruments ana are classified as non-
current securines unless due to mature
In less than 12 months These assets are
imnitially measured at fair value, calculated
by reference to therr quoied bid price
Subseguent to nitial recognition, these
assets are measured at amorused ¢ost,
using the effective interest method, less
any impairment losses

Other investments

Otner investments held by ihe group
mainly comprise bonds, equiiies and
shares in investment funds These assets
are classified either as avallable-for-sale
or at far value through profit or loss and
are stated at fair value, calculated by
reference to therr stock exchange prnice

at the year end

Any resultant gain or loss on those assets
classified as availlahle-for-sale 15 recognised
directly in other comprahensive iIncome,

i the fair value reserve, except for

impairment losses and, in the case of
monetary items such as debt secunues,
foreign exchange gains and losses VWhen
these investments are derecognised,
the cumulative gain or loss 1s reclassified
from the farr value reserve to profit or loss
Whereg these investments are interast
beanng, interest calculated using the
effecuve interest rate method s
recognised in profit or loss

Any resultant gain or loss on those assets
classified as far value through profit or
loss 1s recegnised in the ncome statement

Non-current loans and recevables
Non-current ioans and receivables are
inrally recognised at fair vafue, based
upon the estimated present value of future
cash flows discounted at the market rate
of interest at the year end Subseguent to
inibal recognition non-current loans and
recevables are recorded at amortised cost

Trade and other recervables

Trade and other recevables (except
unbilled amounts for client work) are
recognised at farr value, based upon
discounted cash flows at prevaiing
interast rates or at therr nominal amount
less impairment losses If due in lass
than 12 months Subseguent to Initial
recognition trade and other recewvables
are valued at amorused cost less
imparrment losses

Short-term bank borrowings

Shaort-term bank borrowings are
recognised at fair value, based upon the
nominal amount outstanding Subsequent
o mibial recogmition, they are recorded

at amortised cost Borrowing costs
ansing on short-term bank borrowings

are expensed as incurred within

financial expense

Trade and other payables

Trade and other payables are recognised
at fair value, based upon the nominal
amount gutstanding Subsequent to
inial recognition, they are recorded

at amorused cost

Cash and cash equivalents

Cash and cash equivalents comprise
cash balances and call deposits The cash
and cash equivalents are stated ai therr
nominal values, as this approximates

to amortised cost
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Notes

forming part of the consolidated financial statements continued

1 Accounting pcohicies continued
Members' capital

The capital requirements of the group

are determined from ume to tme by the
Board, following recommendauons from
the Executive Committee Fach member
1s required 10 subscribe a proportion of this
capital after taking Into account any capiial
already contributed by the member to an
LLP or other entity {being a subsidiary of
the partnership) of which he i1s also a
member Hence members' capital of the
group represents capital subscnbed by
members of the partnership to either

the partnership or a subsidiary enuty

No interest i1s paid on capial

On leaving the partnership, a member's
capital must be repaid within one

month of the leaving date, unless other
arrangerments have been agreed hetween
the member and the Execuuve Commitiee

Members' capital 1s therefore considered
a lability and 1s stated at 1ts nominal value,
being the amount repayable

This classificaton was reviewed in ight
of the amendment o IAS 32 and 1AS 1
regarding the classification of a puttable
financial Instrument However the termis
of members’ capital do not meet all of
the critena to be met in ordegr w Justfy
classification as an equity instrument
and classification as a habiity remains
appropriate

Amounts due to and from members
Amounts due to and from members
are stated at theirr nominal value, as this
approximates 10 amortised cost

Denvative financial instruments

and hedging

The group uses dervative financial
nstruments (o hedge 1Its exposure io
foreign exchange and interest rate risks
ansing from operational financing and
investment acuvites In accordance with
Its treasury policy, the group does not hold
or 1ssue dernvative financial instruments
for trading purposes The derivative
financial iInstruments used de not satisiy
the critena to be classified as hedging
Instruments and are treated as financial
assets or habiities held for trading

Derwative financial instruments are
recognised at farr value Those with a
positive fair value are classified within
'Other investments , denvative financial
instruments with a negative fair value
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are classified within ‘Trade and other
payables’ Attnbutable transaction costs
are recognised in profit or loss when
incuired Subsequent gains or losses

on remeasurement of fair value are
recognised immediately in profit or loss
The farr value of interest rate swaps I1s the
estmated amount that the group would
recelve or pay at the year end, taking into
account current interest rates and the
current creditworthingss of the swap
counterparues The farr value of forward
exchange contracts 1s their market price
at the year end

Unbilled amounts for chent work
Unbilled amounts for client work relate to
service contract receivables on completed
work where the fee has yet to be issued
or where the service contract i1s such that
the work performed falls into a different
accounting period Unbilled amounts for
chent work are stated at cost plus profit
recognised 1o date {in accordance with
the revenue accounting pohcy abovel less
provision for foreseeable losses and net
of amounts billed on account

Impairment

The carrying amounts of the group’s
assets {excepi employee benefit and
deferred tax assets} are reviewed at each
year end 10 determine whether there 1s
any indication of impairment f any such
indication exists the assetls’ recoverable
amounts are estimated For goodwill the
recoverable amount is estimated at each
balance sheet date

The recoverable amount of receivables
carried at amortised cost 1s calcutated as
the present value of esturmated future cash
flows, discounted at the onginal effective
interest rate {being the effective interest
rate computed at iniwal recognition of
these financial assets) Recervables with
a short duration are not discounted The
recoverable amount of other assets is the
greater of their fair value less costs to sell
and value in use In assessing value In use,
the estimated future cash flows are
discounted to therr present value using a
pre-tax discount rate ihat reflects current
market assessments of the time value of
money and the nsks specific 10 the asset

Animpairment loss 1s recognised
whenever the carrying amount of an asset
or Its cash generating unit exceeds 11s
recoverable amount Impairment losses
are recognised in the Income staiement
Anmmpairment loss in respect of a
financral asset carned at amortised cost

1s reversed  the subsequent inciease
in recoverable amount can be related
obiectively to an event occurrning after
the impairment loss was recognised

in respect of other assets (except those
classified as available-for-sale), an
impairment loss 15 reversed when there
15 an indication that the iImpairment loss
may no longer exsst and there has been
a change n the estimates used 0
determine the recoverable amount

Animpairment loss 1s reversed only

to the extent that the asset’s carrying
amount does not exceed the carrying
amount that would have been determined,
net of depreciation or amortisation, if no
imparment loss had been recogrised

Leases

Operating lease rentals are charged to
the income statement on a straight-ine
basis over the penod of the lease Lease
incenuves receved are recognised in the
tncome statement as an integral part

of the total lease expense

Mimimum lease payments made under
finance leases are apportoned between
the finance expense and the reducton

of the outstanding liability The finance
expense 1s alloccated to each pericd during
the lease term so as 10 produce a constant
periodic rate of interest on the remaining
halance of the liability

Prowvisions

A provision 1s recognised when the
group has a present legal or constructive
oblgation as a result of a past event
and 1 15 probable that an ouiflow of
economic benefits will be required to
settle the obhgation If the effectis
matenal, provistons are determined by
discounting the expecied future cash
flows at a pre-tax rate that reflects current
market assessments of the tme value of
maonegy and, where appropnate the nsks
spectfic to the hability

Provision for cnerous contracts 1s
recognised when the expected benefits

to be denved by the group from a contraci
are lower than the unavoidable cost of
meeting 1ts obligations under the ¢ontract
Provision 1s made for the present value of
foreseeable rental commiimenis in respect
of surplus property, after offsetung any
future sub-letung income that coutd be
earned Surplus property includes premises
which will become redundant as a result
of steps to which the group 1s committed




Notes

forming part of the consolidated financial statements continued

1 Accounting policies continued
The group has conditional commitments
{0 pay annuities to certain former members
(and dependants) of KPMG LLP a
subsichary of the partnership, including
individuals who were partners in the
unhmited hability partnership whose
business was transferred 1o KPMG LLP
in 2002 These annuities are payable only
out of the pronits of KPMG LLP, on which
they consutute a first charge The present
value of the best estimate of the expected
habihities for future payments to retired
members or therr dependants 1s provided
in full, gross of attnbutable taxation that

15 deducted by KPMG from payments o
annuitants, as a charge aganst income

at the point at which the contractual nght
anses Any changes in the provision for
former members” annuities ansing from
changes in former members and ther
dependants or in financial estimates and
actuarial assumptions are recognised in
the income staternent The unwinding

of discount 1s presented in the income
statement as a 'Financial expense’

The payment of former members’
annuities is shown as a movement
against the provision

A substantial level of insurance cover

IS maintained N respect of professional
negligence claims This cover 1s pnncipally
written through mutual insurance
companies Premiums are expensed as
they fall due Where appropriate proviston
1s made for the uninsured cost 1o the
group of setthng neghgence clams
Separate disclosure 15 not made of insured
costs and related recovenes on the
grounds that such disclosure would be
sercusly prejudicial to the position of the
group in any dispute with othear parties

Employee henefits

The group operates various defined
contribution pension plans for which
the charge for the year represents the
contrnbutions payable to the plans in
respect of the accounting penod An
accrual or prepayment 1s ncluded in the
balance sheet 10 the extent to which
such costs do not equate to the cash
contributions paid In the year

The group also operates several defined
benefit pension plans including three
closed plans Two of these plans are
closed 1o new entrants and provide
henefits on final pensionable pay whilst
the other 1s closed to new entrants and
1o current service and provides benefits
hased on average pensionable pay The
group’s net cbhigations in respect of its

defined benefit plans are calculated
separately for each plan by estimating the
amount of future benefit that employees
have earned in return for their service in
the current and prior penods, that benefit
is discounted t¢ determine its present
value, and the fair value of plan assets

{at bnd price) 1s deducted The liability
discount rate 1s the yield at the year end
an AA credit rated bonds that have
rmatuny dales approximaung 1o the terms
of each plan s obligations The calculations
are performed by gualified actuanes using
the projected unit credit method

When the benefits of a plan are improved
the portion of the increased senefit
relating to past service by employees s
recognised as an expense In the income
staterment on a straight-line basis over the
average period unil the benefiis become
vested To the extent that the benefits
vest immediately the expense Is recognised
immediately In the income statement

Actuanal gains and losses are recognised
in the penod in which they occur directly
nto equity through the statement of
comprehensive income

Surpluses are recognised on defined
benefit pension plans only 1o the extent
that they are considered {o be recoverable
by the group, taking account of future
service by members of, and contnibutions
payable to the relevant plan

Allocation of profits and drawings
The allocation of group profits to ithose
who were memhbers of the partnership
during the financial year occurs at the
discretion of the Board following
finalisaucn of the annual financial
statements Asis perrmitted by the
Limited Liability Partnerships Regulations
and the Partnership Agreement, allocated
profiis may not necessarily represent all
the profits ansing in a particular financial
year If the Board considers it appropnate
1o retain profits or to allocate profits
previously retained

During the year, members In certain
countries receve salary under their
separaie contracts of employment with
subsidiary legal entities and are entitled
to bonuses under the same contracis of
employment Members in other couniries
recewve remunerabion by rendering
charges for ther services personally or
from a company under ther control Such
nems are considered to be expenses of
the group and are treated as Personnel
costs’ In the Income statement Amounts

remaining unpaid at the end of the year
in respect of bonuses are classified
as ‘Amounts due to members’

Dunng the year, members working within
KPMG LLP recerve monthly drawings,
and from ume to ume, addiwional profit
distnbutions The level and uming of the
addiional distnibutions are decided by the
Executive Commitiee, taking into account
cash requirements for operating and
investng activities Similarly, drawings

or distnibutions may be paid by the
partnership All such drawings and profit
distrbutions o members represent
payments on account of current year
profits and are reclaimable frem members
unul profits have been allocated Any
over-distnbution of profits during the
year Is alsc recoverable from members

Pending the allocation of profits and their
division between members, therefore,
drawings and on-account profit
distnbutions paid 10 such members during
the year are shown as ‘Amounts due from
members’ Unaliocated profits are shown
in Equity as Other reserves In both
cases, necessanly, amounts that may be
determined as due from and attnbutable
to members who retired from the
partnership or KPMG LLP in the year
rmay be included
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Notes

forming part of the consolidated financial statements continued

2 Segmental reporting

Segment information 15 presented in respect of the group s segments, reflecting the group s principal management and internal

reporting structures

The group 1s managed mternally through the funcuons of Audit Tax and Adwisory Audit Tax and Adwisory are therefore considered
as separate operating segments for the purposes of presenting segment information under IFRS 8 The segments are identfied for

internal reporting purposes according to the nature of services pravided, principal services provided by each segment mclude

Segment
Audnt

Provision of statutory and regulatory attestation sesvices, provision of advice in comphance with changing reporting and

regulatory requirernents

Tax

Advice and comphiance assistance in relauon to tax, remuneration planning and pensions

Advisory

Provision of advice on embedding governance nisk management and internal conirols and on campliance wath changing regulatory
reguirements, deal support from pre-deal evaluation to completion and post-deal enterprise-wide integration, following business
disposals, mergers or acquisitons provision of restructuring and recovery advice including corporate and personal insolvency,

financial advice on public and private transacuons mcluding mergers and acquisittons flotations and valuations, provision of

accounting, invesugation and business skiils to assist clients involved in contentious financial matters provision of cost optimisation
advice, |T-enabled transformation support 1o ensure targeted business benefits are delivared and effecuve operaung models and
business processes designed, to improve front and back office functions and posmon business for maxirmised growth, fiance

transformation advice on improving the effectiveness and efficiency of the finance funcoon

Information by segment 1s as follows

Segmental reporting 2009

Audi Tax Arlvisary To1al
€m £€m €m £m
Gross revenue las reported internally) 1,268 864 1347 3479
Financial accounts adjustments 16
Total group revenue 3,495
Segmental results (as reported internally} 460 308 474 1242
Central costs (798}
Net financial ncome 8
Total group profit before taxation 452
Total segment assets las reported internally) 107 186 252 545
Unallccated assets 16087
Total assets 2,142
Segmental reporting 2008
Autit Tax Advisory Total
€m &m £em £€m
Gross revenue {as reported internally) 1,183 861 1331 3.37%
Financial accounts adjustrments 12
Total group revenue 3,387
Segmenial resulis (as reporied internally) 438 317 499 1,254
Central costs {759
Net financial income 23
Negatwve goodwill ansing in the year 176
Total group profit before taxation 694
Total segment assets {as reported internally) 143 214 291 648
Unallocated assets 1545
Total assets 2,194

Certain adjustments are made to revenue reported in the financial statements compared to that reported internally In addion
certain judgements taken in respect of revenue on incornplete coniracis may differ for financtal accounts purposes These ssues

have no impact on segmental resulis
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Notes

forming part of the consolidated financial statements continued

2 Segmental reporting continued

Central costs represent the costs of central support and infrastructure such as property and IT costs, marketing, training and other
general overhead expenses {Including depreciation amoertuisaton and other non-cash items} These are not directly controllable by
the segments and are not allocated to them in the group’s internal reportng Allocation of such items to the segments would involve
subjective assessments and 1t 1s not therefore considered appropnate

Assets attributed to the segments for internal reporting purposes comprise trade receivables and unbilled amounts for chent work
All other assets, imncluding non-curreni assets balances with members and cash are controlled centrally and are not allocated across
functions There 1s no internal reporting of habitities by segment hence no segmental disclosures are given

Geographical disclosures

Revenue fiom external chents and non-current assets {excluding deferred tax assets employee benefits and investments held-to-
maturity) by geographical segments are as set cut below Both revenue and non-current assets are based on those ansing in legal
enuties situated in each country

Geographical segment

Revenue Non current assets

2009 2008 2009 2008

€m €m €m Em

United Kingdom 1823 2,129 448 110
Germany 1217 1,232 1A 93
Qther countries 485 28 24 12
3,495 3,387 541 215

Major chents
The group has ne rehance on any one client - no moere than 1 4% {2008 1 3%) of group revenue 1s attnibutable to the largest client

3 Pro-forma information
The following data provides pro-forma information presented as if the group had existed in its form at 30 September 2009 through
the two years ended on that date - that 1s, including the relevant Sparush and Belgian entties and KPMG Switzerland throughout

Pro-forma revenue and growth rates (at constant exchange rates) by national sub-group for the year ended 30 Septemnber 2009 were

2009
€m %
United Kingdem 1,858 {16)
Germany 1,241 (17}
Other countries 450 27
Inter-country eiminations (52) -
3,507 {04)
These pro-forma revenues and growth rates (at constant exchange rates) can be analysed by function as follows
2009
€m %
Audit 1,281 31
Tax 837 (5 4)
Adwvisory 1389 {0 4)
3,507 (0 4)

On a pro-forma basis, as if the group had existed through the two years ended 30 September 2009 average full-time equivalent
headcount would have been 21055 (2008 21741) - afall of 3%
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3 Proforma information continued
Market revenues

Pro-forma revenue by market 1s given below, with growth rates compared to 2008, and on constant exchange raies

2009
€m %
Cansumer & Industrial Markets 1270 14
Financral Services 940 08
Infrastructure Government & Healthcare 787 55
Information, Commuricavons & Entertainment 407 {8 9)
Private Equity 103 {28 9)
3,507 (0 4)
4 Other operating income

Included in other operating income are the following items
2009 2008
€m €m
Charges to other KPMG International member firms a5 54
Support cost charges to other entites n KPMG Spain and KPMG Belgium N -
Rental income 11 10
Other tems 33 32
120 a6

5 Members and other personnel

The average numbers of members {being those who are members of the partnership) and other personnel of the group during the

year were as follows

2009 2008
Full-time Ful-ume
equivalent  eguvalent
Members 1114 851
Other persanne! 16783 17,919
20,897 | 18,770

The average numbers of members and other personnal by function were as follows
2009 2008
Full time Full tine
~ equivalent  equivalent
Audit 6,965 6 340
Tax 4,987 4,605
Adwvisory 5,234 5,737
Central 2,71 2,088
20,897 | 18,770

The aggregate employment costs of personne! are set out below These nclude those costs of members receiving salary and
bonuses under contracts of employment and service contracts with subsidiary entries but exclude amounis in respect of members

recerving an allocation of profit of the partnership or KPMG LLP

Employment costs

2009 2008
&€m £€m
Salanes lincluding bonuses) 1717 1,652
Social secunty costs 1L 137
Cost of employee benefits {(note 20} o0 76
Personnel costs per income statement 1,948 1,865
Net financing cost/{income} charged/{credited) to the
income statement in respect of defined benefit pension plans 2 (8
Amounts recegnised in the staterent of comprehansive
wcame i respect of defined benekit pension plans 164 {55}
Total personnel related costs 2114 1,802
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6 Other operating expenses

Other operating expenses include property and |T costs, marketing, traiing and other general overhead expenses, iogether with
direct expenses incurred on client assignments Also included in other operating expenses are iImpatrrment losses on trade
recewvables of €8 million (2008 €3 mullon)

Amounts totalling €160 000 were payable 1o the group audnors Grant Thornton, for audit services, in respect of the partnership and
the consolidaied financial statements {2008 €141,000) A further €636,000 (2008 €722,000) was payable to the group auditors and
€57000 (2008 €nil} payable to other auartors In respect of subsidiary entities financial statements In addition, the group auditors
received €45 000 {2008 €50 000} {or the audit of certamn of the group pension plans The group auditors and ther associates did not
provide any other non-audit services dunng either year

7 Financial income and expense

2009 2008
€m E€m
Expected return on defined benefit pension plan assets (hote 20) 73 74
Discount on property prepayment 7 13
Interest income on bank deposits 5 "
Net change In fair value of financial assets at far value through profit or loss 5 -
Interest income on held-to-maturity secunies 2 i
Interest iIncome on avallable-for-sale financial assets - 2
Exchange gains 27 Vi
Other financial Income 2 7
Financial income 121 110
Interest on defined benefit pension plan habilities {note 20) (75) {66)
Discount on provisions (nowe 19) {5) {7)
Interest expense on shart-term bank borrowings (3} 13)]
Exchange losses (24} i4)
Other sinancial costs {6} {4)
Financial expense {113} (87}

The toial interest income for financial assets that were not classihed as fair value through profit or loss was €7 million
{2008 €14 milion) The total interest expense {or financial habihues that were not classified as fair value through profit or
loss was €3 milion (2008 €6 mithon)

8 Business combinations

Negauve gooowill of €176 million arose in 2008 on the following business combinations

* €128 mullion arese on the merger with the KPMG member firm in Germany the partnership paid €36 milken satisfied in
members capnal, for net dentfiable assets, habilines and contingent hizbilities of €164 millkon The negative goodwill was
attnibutable mainly o undistinbutable reserves

* €48 million arose on the merger with the KPMG member firm in Switzerland and the acquisiuon of Queen Street Mutual
Company PCC Limited, the partnership paid €25 million, satisfied by €16 milion in cash and €9 million in members' capital,
for net ienttfiable assets, liabiliies and conungent labilities of €73 rillion

With effeci from 1 Oclober 2008, the partnership acquired all the shares 1n certain entities {providing tax and advisory services) in
the KPMG International member firm in Spain {together KPMG Spain} —1n exchange for members capstal in the partnership wotalling
€1 mithon and cash of €3 million Call options ware also granted over all the share capital in KPMG Auditores SL which provides audit
services these oplions are not yet exercisabile and have a negligible fair value This enuty 1s thus not controlled by the partnership
and was not party to the business combination

KPMG Spain was previously owned solely by 1ts partners From October 2008, these partners became members of the partnership

and had an ownership interest in the partnership All these entities exhibit a number of particwlar atinbuies, which include

* Individuals promoted to member or joining from outside at that level, are required to contribute a pre-defined sum as capital at an
amount ihat 1s the same for all individuals in each group member country

» Tnese levels of capital take no account of the "vaiue of and n particular the amount of any goodwill inherent, n the member firm

involved, and attract no possibility of capital appreciation

On leaving the firm members receive no compensation for the value of the firm, or any inherent goodwill, sold” at the date of

reurement nor for any increase n this value or inherent goodwill that might be attnbuted o therr efforts on the firm's behalf they

are rather repard the same amount onginally coninbuted as capiial

Accordingly the fair value of the members’ interests is equal to the amount contnbuted As for previous mergers within the group
the merger with KPMG Spain meets the definition of a business combination under IFRS 3 and must be presented as an acquisition
by the partnership
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8 Business combinations continued

The financial arrangements agreed amongst the members in respect of this merger do nat fall gasily within the considerations that
IFRS 3 requires be appled to commercial acquisitions In particular, although the partnership has the power to determine how the
profits of each of s subsidiary nauonal firms are to be distnibuted, members will In practice continue to be largely remuneraied
from the profits ansing in the country In which they are based This will be as salanes or bonuses under therr local contracts of
employment or service contracts or, in the UK and for any future countnes whose structure 15 that of a partnership as profit shares
wiih no differentiation made between remuneration for services 1o the group and return on capital subscribed

The merger with KPMG Spain had the following effect on the group’s assets and habililies at acquisition

Pre—acqu:s'mon Far Recogmised

carrying value oh

amoun.s an‘;ustmenls acquisition

£€in £€m €im

Property, plant and sgquipment 8 - ¢]
Intangible assets 3 4 7
Other financial assets 18 - 18
GOther non-current assets 1 - 1
Trade and other receivables 111 — ik
Cash and cash eguivalents 2 - 2

Trade and other payables (123) - (123}

Short-term bank borrowing (10} - (10}

Deferred 1ax habiiues - {1) (1)

Provisions (3) - 3)
Other non-current Labilities (4} - {4)
Net identifiable assets, habihties and contingent Lhabilities 1 3 4
Goodwill on acquistion -
Consideration paid, including members’ capital 4

Loss for the year ended 30 September 2008 of €0 4 million 18 ncluded within these consohdated financial statements i 1espect
of KPMG Spamn

Pre-acquisition carrying amounts were determined based on accounts of KPMG Spain prepared as at 30 September 2008 under

applicable adopted tFRSs The values of assets, lahbilities and contingent liabilties recognised on acquisition are their estimated farr

values which approximaied to their pre-acquisition carrying amounts in nearly all cases The following fair value adjustments arose

* Intangible assets otaling €4 million have been recognised less deferred tax of €1 mifion, for the current value of anucipated
incoma streams resulting from the customer refationships and order book of KPMG Spain This calculation {in accordance with the
accouning policies in note 1} reflects charges for the use of the KPMG brand (assessed against comparsable publicly available data
for entities In service Industries} for the workforce and working capital of KPMG Spain (net of applicable taxes) and & charge for
the services of equity partners which excludes therr estimated return on capital It assumes a future average churn rate for
customer relationships of 10 years The resuling cash flows were discounted to current values using an estmated weighted
average cost of capital

* No value 1s ascnbed w0 KPMG Spain's use of the KPMG brand in Spain as neither the partnership nor KPMG Spain controls
these nghts

* Farr value reviews were carrned out on a number of other labilities, including contingent habilities for unrecognised professional
negligence claims, and on assets, including the carrying value of contingent fee assignmenis
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8 Business combinations continued
In addition to the merger with KPMG Spain, with effect from 1 Apnl 2009, the group acqurred 100% of the shares in certain entities
(prowiding advisory and certain internal services) in the KPMG International member firm in Belgium (together KPMG Belgium)

These interests were acquwed in exchange for members’ capital in the partnership totalling €1 5 mullion
in keeping with the matiers discussed above KPMG Belgium's joining the group 1s also regarded internally as a merger but

under [FRS 3 must be accounied for as an acquisition Thes transaction had the following effect on the group’s assets and hiabilities
on acguisition

Pre-acquisilion carrying amounts
recogmsed an acquisition

€m
Property, plant and equiprment 1
Intangible assets 1
Deferred tax assets 1
Trade and other recevables 16
Cash and cash equivalents 4
Trade and other payables (21)
Short-term bank borrowing (8)
Provisions (1)
Net identihable assets, habilities and contingent habihities (5)
Goodwill on acquisition 7
Consideration paid, satisfied tn members’ capital

Pre-acquisiuen carrying amounts were determined based on accounts of KPMG Belgium prepared as at 31 March 2009 under
applicable adopted IFRSs The values of assets labiities and contingent labilties recognised on acquisiuon are ther estimated fair
values which approximated 1o thair pre-acquisizion carrying amounts in all cases An evaluauon of the current value of antucipated
income streams resulting from the customer relauonships and order book of KPMG Belgum was prepared but indicated that no
fair value arose from these assets

Profit for the six months ended 30 September 2009 of €6 & mullion 1s included within these consolidaied financial statements
in respect of KPMG Belgium

If these transactions had taken place at the beginning of the year, consolidated revenue would have been €3 507 million with
no impact on group piofits

As part of the conditions of the merger with KPMG Belgium, the partnership also obtained

* 49% ownership in but not control over, three enttes fornung part of the KPMG International member firm in Belgium which
provide tax and accounung services Consideration of €0 4 million was sausfied in members’ capital These entities are treated
as associates of the partnership The partnership has a call option to acquire the remaining 51% of these entiies exercisable
only when Belgian professional rules permit 100% non-Belglan ownership

* A call option over 100% of the shares in a further Belgian enuty which provides audit services However the call option 1s not
currently exercisable Hence, this entity 1s not considered a subsidiary or associate of the partnership

No value 1s attributable to these options The cost to the group of exercising these opuons does not change over ume, nor does
the net asset value of the entities being acquired since proiits (or losses) generated between the date of the mergers and the date
of exercising the options will accrue 1o the partners in each couniry Hence, although the options fall to be treated as dervative
instruments they have neghgible farr value
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9 Tax expense

Group companies are subject 10 a vanety of income taxes based on their taxable profits at rates beiween 25% and 34%

Limited habiity partnerships, howaver, are not subject (o taxation, rather therr members are subject 10 parsonal Income tax, manly

in the UK, which 1s 2 personal hability of the members individually

The tax expense recognised in the ncome statement IS analysed as follows

2009 2008
€m em
Current tax expense
Current year 20 1
Adjustment in respect of prior years 1 (1}
Deferred tax expense (note 13} {5} ?
16 12
Compensaton payment to be made by members of KPMG LLP {10) (9)
Total tax expense in ncome statement 6 3
Corporauon tax charges in the UK anise largely as a result of the impact of UK transfer pricing legislation The compensation
payment s a payment made by the members of KPMG LLP in order to compensate the UK subsidiaries for this sncreased
corporation tax charge
The group 1s required under 1AS 12 Income taxes’ 1o present the following tax reconciliation in respect of group profits
2009 2008
€m €m
Profit before taxation 452 594
Less profit ansing in hmited hability partnerships,
on which tax 1s payable by the members personally {431) {5601)
Profit before taxation ansing in group companies 21 193
Tax at 30% {2008 - 30%) being the average rate
of corporate taxes levied on the profits of group companies 6 58
UK corporation tax anising on UK transfer pricing arrangements 10 9
Impact of tax exempt items ncluding negative goodwill and
differences between profits under adopted IFRSs and profits
under local tax legislation net of relevant deferred tax - {54)
Impact of different applicable tax rates for subsidiary undertakings - (1}
Taxes payable by subsidiary underiakings 16 12
Compensation payment to be made by members of KPMG LLP {10) (9
Total tax expense in income statement 6 3
The tax {credit)/expense recegnised in the statement of comprehensive income 1s as follows
2009 2008
€m £m
Net change in fair value of avallable-for-sale financial assets 1 3
Actuarial gains and fosses on defined nenefit pansioh plans (22) 26
(21) 29

Included 1n non-current assets I1s tax receivable of €14 millon {2008 €15 mullhon) which represents the current vatue of tax refunds

in Germany, receivable over eight years
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10 Property, plant and equipment

Office
Computer and furniture
Leasehold communicatons  hittings and Motor
buwldings equipment  equipment vehicles Tatal
Em €m £€m €m €m

Cost
Balance at ¥ Ociober 2007 - o7 144 4 225
Acquisition of subsidianes - 11 26 1 38
Addinons - 8 32 5 45
Disposals - {16} {46) (3} (65)
Exchange movements - {7} {15) (2 (24)
Balance at 30 September 2008 - 63 141 15 219
Acquisiion of subsidianes - 3 4 - 7
Addiions 267 20 38 4 329
Disposals - (10) (24) {3) {37
Exchange movements {10) (6) {15} {2 (33)
Balance at 30 September 2009 257 70 144 14 485
Depreciation and impairment
Balance at 1 October 2007 - 50 82 7 149
Charge for the year - 16 20 3 39
Disposals - {16} {45} (3) (64)
Exchange movements - (5} (9} (1 (15}
Balance at 30 September 2008 - 45 58 6 109
Charge for the year - 15 20 3 38
Disposals - (10} {24) (2) {36)
Exchange movements - (5} N n {13)
Balance at 30 September 2009 - 415 47 6 98
Net book value
At 1 Qctober 2007 - 17 52 7 76
At 30 September 2008 - 18 83 9 110
At 30 September 2009 257 25 97 8 387

The leaseheld bulldings relate entirely to the group s new premises at 15 Canada Square, London leased under a finance lease
which will come inio use In 2010 Hence the net boaok value of assets owned under a finance lease was €257 million {2008 €nil}

A parallel operating lease on the land exisis, under which prepayments of €40 milion have been made {note 14} The operating lease
has a term of 999 years, from May 2009

At 30 September 2008, payments at that tme eguivalent to €256 million, under the previous contract for the assignment of these
leases over 15 Canada Square fell to be categorised as piepayments within trade and other recervables (note 15) These were
recategonsed on compleuon in Aprit 2009 {0 operating lease prepayments (as discussed above) or additions to leasehold bulldings
Further payments totalling €89 million arose in the current yvear Included in non-current habilities 1s €2 milhon, the final payment
under the finance lease which 1s payable in Oclober 2010
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11 Intangible assets

Customer Purchased
relatonships Interaily software
«ndorder  generated and
Goodwill books sottware cences Total
€m €m €m £m €m
Cost
Balance at 1 Octoher 2007 - - 39 - 39
Acguisition of subsidiaries - 14 8 2 24
Additions - - 40 1 1
Disposals - (8} - - (8)
Exchange movemenis - - {5 - (5}
Balance at 30 September 2008 - 8 82 3 91
Acquisition of subsidianes 7 4 2 2 15
Additions - - 31 - 31
Disposals - (3) 12} - {(15)
Exchange movements - - {10 - {10)
Balance at 30 September 2009 7 7 93 5 112
Amortisation
Balance a1 1 October 2007 - - 16 - 16
Charge for the year - 8 13 1 22
Disposals - 8 - - (8)
Exchange movements - - (2) - {2)
Balance at 30 Sepiember 2008 - - 27 1 28
Charge ior the year - 3 10 1 14
Disposals - 3 (12} - 15)
Exchange movements - - (3} - (3)
Balance at 30 September 2009 - - 22 2 24
Net book value
A1 October 2007 - - 23 - 23
At 30 September 2008 - 6 55 2 63
At 30 September 2009 7 7 71 3 88

Internally generated software mainly comprises the SAP-based ERP system, which has a remainuing amortisation perod of seven years

Goodwill was generated on the merger with certain enuues of the KPMG member irm in Belgium (see note 8) The recoverable
amount of the goodwill has been determined based on the antucipated profits to be generated by these entities assuming growth
rates reflecting past experience but adjusted to reflect current market condiions No goodwl iImpairment anses

12 Securnities and other investments

The net book value of securiies and other investments held by the group were as follows

2009 2008

€m €m

Fixed income securiies 43 27
Shares in investment funds 12 11
Other investments 3 2z
58 40

Included within other investmenis 1s €0 5 million {2008 €nil} representng the group’s share of net assets oi associates (see note 26)
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13 Deferred taxes

Recognised deferred tax assets and habilties relating to the foliowing balance sheet items were

Assets Liabihities Assels Liabilites
2009 2008 2008 2008
€m €m €m £€m
Assets
Non-current assets
Iniangible assets 3 (2) 1 (3)
Property, piant and equipment — {2) - 2)
Qther non-current asseis - (3} - (3)
Current assets
Trade recewvables - m - 2)
Recewables for unbilled services - (13} - (o
Secunties - (1) - (4)
Liabihities
Non-current habilities
Pensions and similar obligations a7 - 26 -
Qther provisions 15 (1} 12 14
Current iabihties
Other provisicns - (5} - {2}
Qther habihvas 7 (1} 8 (M
Offsetting (24) 24 (18] 18
Offset of 1ax losses available o be carned forward 1 - 2 -
Balance at 30 September 49 (5) 3 {(13)
There were no significant unrecagnised deferred tax assets and hiabihties at 30 Sepiember 2009 or 2008
Movements dunng the year weare
Credi/
Deferred {charge)
Opering  tax credit)  recognised Closing
balance (expense) n equity balance
Em €m €m €m
Assets
Naon-current assets
Intangible assets {2) 3 - 1
Property plant and equipment (2) - - (2)
Cther non-gurrent assets (3} - - 3}
Current assets
Trade recevables {2) 1 - )
Recevables jor unhilled services {10) 13) - {13
Securtes {4) 4 (1) {1}
Liabilities
Non-current habilites
Pensions and similar obligations 26 1) 22 47
Other provisions 8 3] - 14
Current labliues
Oiher provisions {2) {3} - {5}
Crher habihties 7 {1) - 6
Oftfset of tax losses avallable to be carned forward 2 4l - 1
Total 18 5 21 44

No deferred tax arose on the acquisitions In the year
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14 Non-current loans and recevables

2009 2008
€m £Em
Property prepayment (note 10} 40 -
Loans 21 10
Other non-current recevables 4 3
65 13

15 Trade and other receivables
2009 2008
€m €m
Trade receivables 536 657
Unbilled armounts for client work 256 215
Prepayment — property (note 10} — 256
Other prepayments 58 60
Other recewvables 14 32
Amounts owed by other KPMG International member firms 35 49
929 1,269

Group trade recevables are shown net of imparrment losses amounting to €18 million (2008 €14 milhon), the movement for the year

1s recognised in 'Other operating expenses’ An aged analysis of overdue rade receivables 1s given in note 22
Trade and other receivables are due within 12 months

16 Other investments

2009 2008
€m £m
Bonds 39 a4
Shares in investment funds 29 32
Fixed income securnties 14 70
Equities 14 13
Dervauve financial assets - 1
96 119

17 Cash and cash equivalents
2009 2008
€m €m
Short-ierm depostts 233 233
Bank balances 37 50
Cash and cash equivalents in the statement of financial pesition 270 283
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18 Trade and other payables

2009 2008
£€m €m
Accruals 408 450
Armounts billed on account 137 100
Other payables 72 a3
Other taxes and sccial secunty 79 89
Trade payables 33 24
Amounts due to other KPMG International member firms 20 9
749 765
Included in accruals are amounts payable to personnel (excluding members) in respect of honuses
19 Provisions
Obligauons to
, employeas
Proper.yy  (ather than
Annuities  provisions RECNSIONS) Other lotal
€m €m €m &€m €m
Balance at 1 October 2008 69 36 40 79 224
Acguisinen of subsidiaries - - - 4 !
Utlised duning the year {5) (1} (11} (8) (25)
Transfers - - - (12) (12)
Income statement
~ Provisions made aunng the year - 4 13 15 32
— Provisions reteased dunng the year (2) {n { {9) (13)
- Unwinaing of discounted amounts 4 i - - 5
Exchange differences (9) {1} - {5) (15)
Balance at 30 September 2009 a7 38 4 64 200
Non-current 53 37 a4t 34 165
Current 4 1 - 30 35
57 38 41 64 200

The provision for former members annuities reflects conditional commutrnents 10 pay annurties o certain former members
(and dependants} of KPMG LLP or 1ts predecessor partnership, and 1s recorded gross of basic rate tax (see note 1}

The provisicn for former members’ annuities 1s expected {0 be utiised as follows

2009 2008

&m €m

Within 12 monihs of the balance sheet date 4 5
Between one and five years 14 18
Between five and fifteen years 22 27
In mere than fifteen years 17 19
57 69
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19 Provisions continued

The principal actuanal assurmptions used 1n assessing the prowision for former members’ annuities are Lhat Increases In annuities
payable will follow the retall prices index (2008 3 25%, 2008 3 75%) and that, after application of mortality rates the resulung
amounts are discounted at 5 6% (2008 6 9%)

The martality tables used for the former members’ annuities provision at both 30 September 2009 and 2008 were consistent
with those applied In respect of the UK defined benehit pension plans {see note 20}

Property provisions represent the cost of office space which 1s not currently used by the group or will becorme redundan:
&s a result of steps to which the group 1s committed The net obligation under such leases has been provided for property

provisions of €1 milion (2008 €2 million} will be utilsed within 12 months and the balance 15 expected mainly 10 be utilised
within the next five years

OCbligations to employges mainly comprise obligations ansing in Germany from part-time early retirement working arrangements
which are expected manly to be uthsed within four to eight years

Other provisions include assessments of possible amounts payable in respect of ceriain operatonal risks hut also raflect provisions

in respect of negligence claims brought against the group by third parues Where appropriate, provision 1s made for the uninsured

cost {includhng related legal costs) to the group of settling negirgence clams Separste disclosure 1 not made of insured costs and

related recovenes on the grounds that such disclosure would he senously prejudicial to the commercial Interests of the group .
These provisions are expected mamly to be utlised within five years

20 Employee henefits
The cost of employee benefits included within personnel costs for the year was

2009 2008
€m £€m

Contnibutions to defined contribution pension plans 62 61
Current service cost {or defined benefit pension plans 28 15
Cost of employee benefits a0 76

Net financing cost of €2 million {2008 net financing income of €8 million) relating to defined benefit pension plans is also considered
to be a part of the net cost of employee benefits

The closing net assets and liahities in respect of employee benefits were as follows

Assets Ligbiliues

2009 2008 2009 2008
£€m €m €m €m

Capiialsed value of reinsurance policies 2 2 - - .
Capnalised value of nsk msurance policies 8 8 - -
UK defined benefit plans - - (93] (12}
German defined benefit plans 18 57 - -
Swiss defined benefit plans - 4 (12) -
28 71 {105) (12)

The capitaiised value of pension-related risk nsurance policies relates 1o claims aganst an INsurance company which provides
cover under certain sk insurance policies for certan employees On the death of an employee before reaching pensionable age,
KPMG AG 15 obliged to pay predefined lump sums to surviving dependants ihe insurance cormnpany reimburses KPMG AG for
all such payments made The reimbursable amounts are recogrised as an asset at the levet of the corresponding hability which
i1s reflected in the defined benefit obligation below

Defined contnbution pension plans

The group has two defined contnbution pension plans operated in the UK the stakeholder pension plan and the KPMG Staff
Pension Fund — post-Apnil 2000 fund which is closed to new entrants The charge for the year for these plans represents those
contnbuticns payable to them in respect of the accounting pernod

Employers’ contributions paid in Germany under staig social secunty legisiation are made 10 separate legal entities which manage
such contributions and payments to current and future pensicners Because KPMG AG has no future obligaton 1o make good
any shortfalls in the funding of these enuties beyond these fixed contributions these paymenis meet the definition 1n 1AS 19

of contributions to a defined contribution pension plan and se¢ fall to be disclosed above

No contributons to the defined coninibution pension plans were ouistanding at the end of either financial year
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20 Employee benefits continued
Defined benefit pension plans
Tha group has several defined benefit pension plans For disclosure purposes, these are grouped geographically

Defined benefit pension plans in the UK
There ave two defined benefit pension plans in the UK

The KPMG Staff Pension Fund — pre-Apnl 2000 fund (the pre-2000 fund) s a plan closed o0 new entrants and 1o current service,
providing benefits based on average salary Contributions from members were paid up to 1 Apnl 2000 The group’s contributions are
agreed between the group and the trustee based on advice from the independent actuary, Hewitt Bacon & Woodrow, derved from
tnennial valuations using the attained age method, an agreed funding plan 1s in place

The KMG Thomson Mclintock Pension Scheme (the Thicl plan) 1s a defined benefii plan, closed to new enirants, providing benefits
based on final pensionable pay The plan 1s contributory {or members and the group's contributions are the balance of the cost of
providing the benefits contnbutions payable are agreed between the group and the trustee based on advice from the independent
actuary, Hewitt Bacon & Woodrow, derived from triennial valuations using the attained age method Agreement was reached
during the year with the trustees such that additional contributions payable under the previous funding ptan have now ceased

Definad benefit pension plan in Germany

A defined benefit pension plan 1s operated in Germany covernng employees in substantially all the German entities The plan which
1s closed to new enwrants provides benefits based on final pensionahle pay and 1s nen-contributory for members No predefined
amounts are set for the group’s contnibutions

Defined benefii pension plan in Switzetland

A pension plan 1s operated in Swatzerland wiich 1alls 1o be treated as a defined benefit pension plan With effect from 1 January 2008,
the KPMG Personalvorsorgestifting was reorganised 1o provide henefiis in three classes basic, plus, and super The plan provides for
either a lump sum payment on retiremeant or a pension computed after taking account of the Swiss state social security pension
Although the pension provided 1s a predetermined percentage of the accumulated fund for each member of the scheme and the
contnbutions of both employee and employer are pre-defined fvarying with senionty within the firm age and the class of membership)
the group 1s lizble for the cost of intervening interest and accordingly the plan ranks as a defined benefit plan under IAS 12

Defined benefit pension plans - valuation and disclosure
Valuations of the defined benefit pensicn plans have been provided on an IAS 19 basis as at 30 September 2009 and 30 September
2008 by KPMG professionalty qualifred in-house actuanes in the UK and oy independent extemal actuarnes in Germany and Switzerland

The pnncipal actuarial assumptions (expressed as weighted averages) used for the valuations were as follows

Actuarial assumptions

Uk plans German plan Swiss plan
2009 2008 2009 2008 2009 2008
% % % % % %
Oiscount rate 56 69 55 625 335 385
Future salary increases” 425 475 30 30 15 15
Increase n pensions In payment® © 32 365 17 17 01 01
Inflaton 325 375 17 17 13 15

Noi relevant for the Uk pre 2000 fund
**For the UK this relates 10 posi-Apnl 1997 service only - there are no Increases in pensions in payment for pre-Aprit 1997 service

The expected return on the plans’ assets was 6 3% (2008 6 9%) for the UK plans 4 6% (2008 5 0% for the German plan and
4 0% (2008 4 3%) for the Swiss plan, the differences reflecting the different mix of asset investments in each plan as detalled
below and reflecung different market rates of return in each couniry The expecied rates of return an plan assets are determined
by reference to relevant indices The overall expected rate of return s calculated by weighting the individual rates in accordance
with ihe anticipated balance in the plans’ investment portfolios

All plans have been valued using mortality assumptions which retain prudent allowance for future iImprovement in longewity
The mortality tables used for the UK plans at both 30 September 2009 and 2008 were PNXADO projected by year of birth
for both current and fuiure pensioners with an allowance made for future improvements via the medium cobhort effect and
a moriality improvement floor {1 25% for males, 0 75% for fernales)

The German and Swiss plans at both 30 September 2009 and 2008 used UK PXAD2 ables with an allowance for the short
cohort effect
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20 Employee benefits continued
These 1ables lead 1o ife expectancies for a pensioner retnng today at age 80 of 25 4 10 27 6 years (males) and 28 3 10 28 4 years
(females}, and for a pensioner reunng at age 80 but now aged 45 of 26 2 10 29 5 years {males) and 29 0 to 30 6 years {females)

The fair values of the plans’ assets, which are not intended 10 be realised in the short term and may be subject to significant change
before they are realised and the present value of the plans’ labiities which are denved from cash flow projections over long penods
and thus are iInherently unceriain, were

Plan assets and habibities

UK plans Gerrnan plan Swiss plan

2009 2008 2009 2008 2009 2008

€m €m £€m Em em €

Equities 361 372 — - 85 80

Corporate and Government bonds 41 150 288 141 133 125

Property - - - - 29 22

Cash and cash equivalents 2 2 244 370 22 22

Capitalised value of reinsurance policies - - 70 67 - -

Farr value of plans’ assets 504 524 602 578 269 245

Present value of funded defined benefit obligations (597) (638) (584) {621) (781 {245)
Present value of net (obligation)/surplus being the

net (iability)/asset in the statement of financial position {93) (12) 18 57 {12) q

Movemenis in the present value of the funded defined benefii obligations for the plans were as follows

UK plans German plan Swviss plan

2009 2008 2009 2008 2009

£€m €m €m £€m em

A1 October (536) {678) {521} (559) (245)
Current service cost (N {1) (10} (14) (17
Interest on obligations 33 (37} (32) i29) Q)
Actuanal gains/{losses) {121} 87 47 96 {11}
Benelits paid 17 17 26 25 23
Employee contnbutions - - - - (10}
Exchange movements 77 76 - - (11}
At 30 September {597} {536) {584) (521} (281)

The total current service costs of €28 million {2008 €15 million) are recognised in Personnel costs i the consolidated micome
staterment The total interest on obligations of €75 millen (2008 €66 million) 1s charged to the income statement within ‘Financial
expense’ Movements in the fair value of the plans’ assets were as follows

Uk plang Geqman plan S plan

2009 2008 2009 2008 2009

€m €m €m €m €m

At 1 October 524 7Q7 578 556 249
Expected return on plan assets 32 45 28 29 12
Actuanal gains/{losses) 30 {141) {10) {7 (5)
Benefits paid (17) 117 (25} {25) (23)
Contributions by employers 7 8 30 25 15
Employee contributions - - - - 10
Exchange movements {72} {78) - - 1
At 30 September 504 524 602 578 269

The total expected return on plan assets of €73 millon (2008 €74 million) 1s recogrised 1n ‘Financial income i the consclidated
income statement The actual return on the plans’ assets was €62 million (2008 €(96) million} for the UK plans €19 million for
the German plan {2008 €22 milien} and €7 midlion for the Swwiss plan
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20 Employee benefits continved
Actuanal gains/(losses) recognised in the year may be analysed as follows

UK plans German plan Swiss plan

2009 2008 2008 2008 2009

€m €m €m €m €m

Aciuanal gainsf{losses) on obligations {121) 87 (47} 96 (11)
Actuarial gainsfllosses) on assets 30 {147) (10} {7) (5)
Actuanal loss on nisk insurance policies - - - M -
Actuanal gains not recognised due to impact of asset celling - 21 - - -
{91) (33) {57) 88 (16)

Actuarial gains and losses arise as a result of a change in assumptions or represent expenence adjustments Actuanal gains and
losses are recognised in the statement of comprehensive income :n the pered In whigh they occur Cumulative net actuanal iosses
reported In the statement of comprehensive income since 1 October 2004 the transition date 10 adopted IFRSs, are €3 rmillion
(2008 cumulative gans of €161 milhon)

The history of expenence gains and losses while the relevant entities have been within the group 1s as follows

Uk plang German plan Swwiss plan
2009 2008 2007 2006 2005 2009 2008 2009 2008
€m £m £in €m €m €m £m €m €m

Present value of the defined
benefit abligation (597) (536) {678} {772) {745) {584) (521) {281) {245)
Fair value of plans’ assets 504 524 707 681 626 602 578 269 249
Present value of net
surpluses/{obligatons) (93) {12} 29 {91) (119) 18 57 {12) 4
Expenence gains and (losses)
ansing on plans’ liabiues - 9 3 (15} 3 7 {2) (1 nfa
Expenence gans and (losses)
ansing on plans assets 30 {141) 18 25 64 ule}} (7) (8) nfa

Other matters
The group expects 1o contribute approximately €46 million 10 1ts defined benefit pension plans in the next financial vear Apart frem
these contributions, there were no other transactions between the group and the pension plans dunng the year

Contnbutions oi €2 nulhon {2008 €nil) were outstanding 1n respect of the Swiss plan at the end of the financial year

Because taxation in LLPs 1s a personal hability of the indmidual members, no deferred tax on the UK pension plan balances falls

1o he recorded in the group financial statements However deferred tax assets of €44 mithon in respect of the German plan (2008
€25 rmillion} and €3 million i respect of the Swiss plan (2008 €1 million} are reflected in the group financial statements as shown
N note 13

The assets of the UK denned benefit and defined contribution plans are held separately from these of the group administerad by
AON Trust Corporation Limited as independent trustee or Standard Life in the case of the stakeholder pension plan Nen-current
assets of the German pension plan have been transferred 10 KPMG Pension Trust e V' and KPMG Partner Vermogensverein eV
The assets of the Swiss defined benefit plan are held wathin independent pension foundations

21 Equity, members’ capital and other interests

Eauity includes members other reserves compnsing certain amounts retained from profits ansing in previous years pending
tnerr allocation to members Other movemenis in members other reserves mainly represent compensauon amounts payable
to UK subsidiary undertakings for corporation tax habiliues {note 9

Equity also includes the far value reserve ansing on the revaluation of available-for-sale assets, and translation reserves, being those
exchange differences ansing on the translation of non-euro subsidianes are also included within equity
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21 Equity, members’ capital and other interests continued
Movements in members’ capiial are as follows

€m

Balance at 1 October 2007 59
Capital iniroduced by members 14
Capital allocated in respect of acquisiions 25
Repayments of capital {14}
Exchange movements {7
Balance at 30 Septemher 2008 97
Capial introduced by members i4
Capital allocated in respect of acquisitions 2
Repayments of capital {7)
Exchange movements {7
Balance at 30 September 2009 99

Members’ other interests comprise amounts due {io)/from members as follows .

2009 2008

€m €£m

Amounts due from members 146 154
Amounts due to members {194} (181
(48) (27}

Amounts due from members relate io drawings and on-account profit distnbutions paid to members of UK LLPs

Amounts due to members relate to tax withheld from allocated profits for meinbers of UK LLPs and contractual amounts due to
German Swaiss, Spanish and Belgian members There are no loans or other amounts payable 10 members In the event of a winding
up of an LLP amounts due to members may be set-off against amounts due from members but would otherwise rank as unsecured
creditors Such balances (and members' capital) rank after other unsecured creditors The amounts payable to members from the
German and Swiss companies would rank in preference to unsecured creditors on a hquidation of those entities and those in the
Spanish and Belgian companies would rank alongside unsecured creditors

22 Fwnancial instruments

Financial instruments held by the group anse directly from its operations Members’ caprnal and amounts due to and from members
also iall to be treated as financial nstruments  The main purpose of these financial Instruments 1s to finance the operations of

the group It1s, and has been throughout the period under review the group’s policy that no trading in financiat nstruments shall

be undertaken .

The group has exposure to market nsk, credit nsk and hquidity nsk ansing from s use of financial instruments This note presents
information about the group’s exposure to each of the above nsks and the group's objectives, policies and processes for measuring
and managing nsk

The Board has overall responsibility for the establishment and oversight of the group’s nsk management framework The group s nsk
management policies are established to identify and analyse the nsks faced by the group, to set appropnate nsk imits and controls,
and to monitor risks and adherence 1o imits Risk management policies and systems are reviewed regularly to retlect changes

in market conditions and the group's activiies The group through its traming and management standards and procedures, aims

1o develop a disciplined and constructive control enwvironment in which all employees understand therr roles and obligations

Further quantitative disclosures are included throughout these consobdated financial statemenis
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22 Financial instruments centinued

a) Market nisk

Market nsk s the nsk that changes in market prices such as forexgn exchange rates, interest rates and equity prices will affect
the group s Income or the value of 1ts holdings of financial instrumentis The objective of market nsk management 1s to manage
and control market risk exposures within acceptable parameters, while optimising the return

The group uses denvailves on a case-by-case basis in order to manage market nsks The group does not hold orissue dernivauve
financial Insiruments for trading purposes

Interest rate nsk

The group faces interest rate nsks from investing and financing activites The positions held are clesely monitored by the Treasury
function and proposals are discussed to ahgn the positions with market expectations Use of inierest rate options or swaps s
considered but no such dervatives were In fact entered into duning the year

txchange rate risk

The functional currency of the partnership is the euro The functional currencies of each of 1ts subsidianes are assessed indvidually
and are considered to be euro pound sterling, Swiss franc or US dollar However certain expenses and charges from other

KPMG International member firms or other international relatonships are denominated in currencies other than the funcuonal
currency of each entity In addition, some fees are rendered in other currencies where this 1s requested by the clients involved

The group mantains currency cash halances and uses currency swaps or forward foreign exchange contracts in order 1o cover
exposure 10 axisung foreign currency receivables and payables and also to committed future transactions denominated in a
foreign currency

In respect of other monetary assets and labiives denominated in foreign currencies, the group ensures that 1ts net exposure 1§
kept to an acceptable level by buying or selling foreign currencies at spot rates when necessary to address shori-ierm imbalances

Equity price nsk
Eguity puce nisk anses from fan value through profit and loss equity secuniies Matenal nvestrments within the portfolio are managed
on an indwvidual basis and all huy and sell decisions are approved by at least one Board member or the Chief Financial Officer

The prnimary goal of the group s investment strategy s 10 MaxiMise Investment returns, management is assisted by external adwvisors
in this regard In accordance with this strategy certan investments are designated at fair value through profit or loss because ther
performance 1s actively monitored and they are managed on a farr value basis

b} Credit nisk
Credit nisk 1s the nisk of financial loss to the group if a customer or counterparty to a financial instrument fails to meet Jts contractual
obligations, and anses principally from the group’s receivables from clients securities and other investments

Trade and other receivables
Exposuse to credit fisk 1s monitored on a routine basis and credit evaluations are periormed on clients as appropriate The group
does not reguire secunty in respect of financial assets

The group s exposure o credn nsk s nfluenced manly by the individual charactenstcs of each ckent Credit nsk 13 monitored
frequently with close contact with each client and routine billing and cash collection for work done

The group establishes allowances for impairment that represent its estvmaie of incurred losses in respect of trade and other
recevables and investments This allowance compnses a specific loss compoenent that relates to individually significant items,

and a collective loss component This component 1s established for groups of similar assets in respect of losses that have been
incurred but not yet :dentified and 1s determined from histonical data in each country of payment statistics for similar financial asseis
updaied for current economic conditions
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22 Financial instruments continued

Secunties, other investments and denvatives

Cash investments are made only in lquid securities, mainly fixed-term deposits or Government or high quality corporate bonds
and are monitored regularly Derivatives are concluded with high-quality counterparues only and are monitored regularly

The maximum exposure to credit nsk 1S represanted by the carrying amount of the group's financial and other assets as set out
in the table below

2009 2008

€m Em

Trade recevables 536 857
Bank balances and cash deposits 270 283
Amounts due from members 146 154
Non-current loans and recewvables 25 13
Other receivables 44 32
Amounts owed by other KPMG International member firms 35 49
Loans and receivables 1,056 1,188
Shares in investment funds 1 43
Available-for-sale 41 43
Fixed income securities 57 56
Held-to-matunty 57 56
Bonds 39 44
Equities 14 13
Dervatives - 1
Farmr value through profit and loss 53 58
Total financial assets 1,207 1,345
Unbilled amaounts for client work 256 215
1,463 1,560

Impairment losses
The ageing of receivables that were overdue at the reporiing date was

Gross Imparrment Gross  Impairment
2009 2009 2008 2008
€m €m £€m £€m

Trade receivables
Overdue 1-30 days 59 - 84 -
Overdue 31-180 days 79 3 73 4
More than 180 days 28 15 12 10
166 18 169 14

The movement In the allowance for impairment in respect of trade recevables during the year was as follows

2009 2008

£€m £m

Balance at 1 Octeber 14 4
Acguisition of subsidianes 2 7
Impairment loss recognised 3
Impairment loss reversed {5) -
Exchange differences (Y -
Balance at 30 September 18 14

There are no sigmificant impairment provisions against other financiel assets
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22 Financial iInstruments continued

¢} Liquidity risk

Liguichty nisk 1s the nsk that the group will not he able to meet its financial obkgations as they fall due The group s approach to
managing hguidity 1S 1o ensure that it will always have sufficient iquidity to meet its kabihities when they fall due without Incurring
unacceptable losses or risking damage 1o the group s reputation

The focus of the group s treasury policy 1s 1o ensure that there are sufiicient funds to finance the business Surplus funds are
nvested according 1o the assessment of rates of return available through the money market or from bonds or equities

The Treasury department monitors the group s cash position dailly and 1t1s the group s policy to use finance faciliies or to invest
surplus funds efficiently Linuis are maintained on amounts 1o be deposited with each banking counterpart and these are reviewed
regularly in the light of market changes

The group has access to commitied overdraft and revolving credit facilites which are drawn down as required

The group has the following financial labilites, measured at amortised cost

2009 2008

€m £€m

Accruals 408 450
Amounts gue 1o members 194 181
Short-term bank borrowings 158 85
Members capital g8 97
Other payables 72 93
Trade payahles 33 24
Amounts due to other KPMG International member firms 20 9
Otner non-current liabihties 9 8
993 957

MNone of the group s financial labilities are interest bearing, with the exception of the short-term bank borrowings (see below)
Hence the contraciual cash flows in all cases equat the carrying amount Trade payables and accruals, amounts due to ather KPMG
tnternauonal memaer firms and amounts due 10 members are repayable within one year As set out in the accounung policies,
members capital Is repayable within one month of each member s leaving date Other non-curient habilities are repayable within
two to five years

Committed borrowing facdinies of €503 millon (2008 € 510 million) were available at 30 September 2009 1o the group Actual
amounis drawn were €158 milhen {2008 €95 million) Of these facilines, €68 million (2008 € 53 million} expired In one year or less,
a revolving credit facility of €396 milien {2008 €457 million} expinng in two to four years and €39 million {2008 € nil} had no fixed
expiry date Although the revolving facility expires in two 1o four years the short-term bank borrowings drawn from ume to time
under the facility usually have a maximum term of three months The avalability of this revolving facihity was dependent on certain
cenditions, including a minimum ievel of members’ capital all of which were satisfied at the balance sheet date The revolving credit
faciity 1s secured on the lease of 15 Canada Square London the remaing facilives are unsecured Certain of these faciities are
avallable to all entities within KPMG Spain and KPMG Belgium, inciuding those not consolidated within the group

d) Interest rate risk
The financial assets and kabiltues of the group are non-interest bearing with the exception of the following

2009 2008
€m €m
Fixed rate instruments

Secunties 57 56
Bonds 39 44
Loans 6 10
102 110

Vanable rate instruments
Short-term bank horrowings (158) (95)
Bank balances and cash deposits 270 283
Loans 15 -
127 188

Cash flow sensiuvity analysis for vanable rate instruments
A change of 100 basis points In interesi rates duning ihe year would have increased or decreased proiit by €2 muthon {2008
€3 milhon) This analysis assumaes that all other vanables, in particular foreign currency rates, remain constant
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22 Financial instruments continued

e} Exchange rate rnisk

As set out above the subsidianes of the group generally trade in therr functional currencies The group has no material recevables
or payables denominated in non-functional currencies at either 30 Septernber 2009 or 2008

The net bank balances and cash deposits in non-functional currencies were €16 million (2008 €14 mullion) in US dollars and
€1 million (2008 €1 million) In euro

There were cpen forward foreign exchange contracts at 30 September 2009 to sell US$6 million 1n exchange for pound sterling
and to buy USS$17 million in exchange for euro (2608 10 buy US$16 mullion in exchange for euro} In addition there were open swap
contracts at 30 September 2009 to sell Swiss franc 27 million in exchange for eurc {2008 to sell Swiss franc 27 milllon) The fair
value of these contracts at 30 September 2009 was €(0 2) million (2008 €0 6 milhon)

The following significant exchange rates applied during the year

Reporung da.e
Average rate Spoi rate
2009 2008 2009 2008
Pound sterling 08750 07613 (09100 | Q7880
Swass iranc ¥ 5139 nfa |1 5088 15750
US dollar 13529 15020 146862 14047

f) Equity price nsk

The only financial assets which are considerad to be exposed 1¢ equity price risk are equity secunues totaling €14 millon (2008
€13 million) The call options to acquire certain entities in Spain and Belgium (see note 8) are not subject 10 equily price nisk as
the cast to the group remains unchanged over ume, as does the value of net assets 1o be acquired

g) Fair values
The estimated far values of the group’s financial assets and habilities approximate therr carrying values at 30 September 2009 and
2008, largely owing to therr short matunity The bases for determining fair values are disclosed in note 1

23 Operating leases
The group's total commitments under non-cancellable operating leases are as follows

Non-cancellable operating lease rentals

2009 2008

€m €m

Within one year 117 120
Between one and five years ) 315 410
More than {ive years 304 507
736 1,037

A number of office facilities are leased under operating leases The periods of the leases vary, lease payments are generally subject
to rent review every five years (in the UK but normally are fixed in other countries

In the UK the land element of the new building at 15 Canada Square Londen also falls to be classified as an operating lease
However, all significant amounts due under the operating lease have been prepaid and no amounts require inclusion in the
analysis above

Operating lease disclosures

2009 2008
€m €m

Amounts recevable from sub-let properues
—within one year 8 10
—wiihin two to five years 8 18
Operating lease cost for the year in ‘Other operating expenses’ m 104
Operating lease income for the year in "Other operating income’ 1 10

The group also leases ceriain computer equipment office equipment and motor vehicles under operating leases These leases
typicaliy run for a period of three years

7 | KPMG Europe LLP / Annual Report 2009



Notes

forming part of the consolidated financial statements continued

24 Capital commitments

Capital commitmenis for contracied purchases of property plant and equipment at the end of the financial year, for which no
provision has been made, were €9 million (2008 €14 milion) for the group These commitments are expected to be settled
in the following financial year In addition the group is contracted to pay amounts of €54 mifion {2008 €58 million) In respect
of the fit-out of the property at 15 Canada Square, London

25 Related parties

The group has a related party relationship with its key management considered 1o be the Board members of the partnership
{pages 40 10 41)

Transactions with key management

The members of the Board are responsible for planning, direcung and controlling the actvites of the group They are all members
of the partnership Those members of the Board who are members of KPMG LLP share in 1ts profiis, both the partnership and
KPMG LLP divide profits amongst members only after the financial staterments have been finalised and approved by membaers

Cther members of the Board are enutied to remuneraiion and performance bonuses under employment or service cantracts with
other subsidiary entities

The estimated total salaned remuneraton, perfermance bonuses and profit entitlement due to the key management in respect of

the current year totalled €38 million for the group The actual salary, bonus and profit allocated in respect of the previous year was

€30 milion The estimated cost of short-term employmeni benefits provided to the key management was €0 2 million for the year
(2008 €0 2 millon) and the estimated current service pension cost was €0 5 millon {2008 €0 2 million)

There were no balances due to or from key management at 30 September 2009 or 2008 save n respect of relevant shares of
profit (or related taxation), performance bonuses and members capital As discussed in note 1 members of the LLPs recewe
monthly drawings and other distributions repreésenting payments on account of current year profits These amounts are classified
as Amounts due from members untl allocaton of the current year profits In addition, performance bonuses and amounts that
are retained from allocated profits in respect of taxaton habiliues that fall on indwidual members are classified as ‘Armounts due
o members’ and are expected to be paid in the short term

Amounts outstanding from/{to} key management are as follows

2009 2008
£m £€m
Amounts due from key management 3 4
Amounts dug to key management (15) (8)
(12) {4)

Total members capital Invested by key management amounted to €2 5 million at 30 September 2009 {2008 €2 8 million}
A member of key management holds a controlling interest in KPMG Rechtsanwaltsgesellschaft mbH, Stuttgart, Germany (RAG)

The group provides resources and support services 1o RAG the velume of which s immatenal from a
group perspeciive
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26 Subsidiary and associated undertakings
At 30 September 2009 the principal subsidiaries and associaies of the group were as follows

Subsidiary undartakings Incorporated in Principal actvity ordinary sh?r:s'.
KPMG LLP England Audit, tax and adwvisory services 100!
KPMG Audit Plc England Statutory audits and related services 1007
KPMG UK Limited England Employment company 1002
KPMG AG Wirtschaftsprufungsgesellschafi Germany Audit, tax and adwisary services 100
KPMG AG/SA Switzerland Audit, tax and advisery services 1007
KPMG Abogados SL Spain Tax services 100
KPMG Asesores SL Spain Advisory services 100
KPMG Advisory CVBA Belgium Advisory services 100
Associate undertakings

KPMG Belastingconsulenten en

Juridische Adwiseurs CVBA Belgium Tax and accounung services 49

1 Percentage of voting nghts held
Z Held indirectly through intermediate holding companies

All ef the subsidiary undertakings make up therr accounts to 30 September and are consolidated wathin these financial statements
The associate undertakings also make up ther accounts to 30 September The parinershup holds cail optons over those shares

in the Belgian tax practice which 1t does niot currently own and over enuties providing audit services in Belgium and Span, none
of these options are currently exercisable and no vaiue 1s attributable 1o them

27 Accounting estimates and judgements
Management has discussed and agreed with the Audit Commuttee the development, selection and disclosure of the group’s criical
accounung policies and estimates and the application of these policies and estmates

Key sources of estimation uncertainty

Revenue on service contracts

In calcutating revenue on service contracts the group makes certain estimates as 6 the stage of completion of those coniracts

In doing so, the group esumates the remaining tme and external costs to be incurred in completing contracts and chents
willingness and ability to pay for the services provided A different assessment of the outturn on a contract may result in a different
value being determined for revenue and also a ditferent carrying value being determined for unbilled amounits for clent work

Trade and other recevables

The total carrying amount of trade recervables and unbilled amounts for chent work 15 €792 million (2008 €872 million} net of
imparrment losses on trade recevables and after giving consideration to the clients” willingness to pay those amounts accrued
in respect of incomplete contracts A different assessment of the recaverability of either balance may result in diffeient values
being determined

Emplovee benefis

The net defined benefit labilties of the group’s pension plans of €77 millen are based on certain assumptons as 10 mertalty (note
20}, based on current pubbshed tables and discount rates reflecting current market trends in each country I either were to change,
there 1s a nisk that there would be further vanance in the actuanal gains and losses

In addiuion, the average expected retuins on assets in each plan reflect the antitipated balance in each plan's investment portfolio
based on current investment decisions I the investment strategy were to change there 1s a nisk that there would be further
vanance between the actual and expected return on assets and hence i the actuanal gains and losses As all actuanal gains and
losses are recognised in these financial s:atements, the resuluing provision for employee benefits may also differ from that disclosed!
in these financial statements

Former mermbers’ annuites

The group has used certain assumptions In assessing the provision for former members' annurties of €57 miiion as set out in note
19 The assumptrons used are based upon the current profile of the former members concerned and currently published martehty
tables If either were to change the assumptions used i calculating the provision would no longer be appropriate The resulting
vartation in the underlying assumpuons rmay result in a value for the provision that s different from that disclosed
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Notes

forming part of the consolidated financial statements continued

27 Accounting estimates and judgements continued

Claims

The group from time to tme receives claims in respect of professional neghgence |t defends such claims vigorously but makes
provision for the possible amounts considered likely to be payable up to the deductible under the group's related insurance
arrangementis A difierent assessment of whether each case 1s more tikely than not to result in a setifement, or of the possible
cost involved may result in a different provision and cost

Property provisions

Property provisions of €38 million are calculated based on certain assumptions regarding the ability 1o sub-let the property,
specifically the amount of time i1 may 1ake to sub-let and the rental Income that may be obtained A different assessment of
the market conditions and sub-lease income achievable may result in a different value being determined for such provisions

Acquisition accounting

Under IFRS 3 'Business Combinations’, the acquirer 1s required to determine far values {reflecting conditions at the date of the
business combination and 11 terms) for the denufizble assets, habilites and conungent labilities acquired Within such items

will be Intangible assets reflecung the current value of anucipated income streams from the customer relationships and the open
order book of the party acquired In assessing the value of such ems, the group has to make assurnptions on matters such as
the future profits likely to anse after reflecung charges for the services of the workforce lincluding the services of those individuals
who separately are members of the partnership) and far the use of the KPMG brand, as well as the anticipated penod over which
benefits from existing customer relatonships may endure

A different assessment on these matters may have resulied m a different value being ascribed to the assets and hence to

the goodwill capriahised or the negative goodwill reflected in the income statement For example a 5% reduction in the
assumed cost of members’ services would have increased the recognised farr value of intangible assets of the relevant Spanish
entities by €1 mifion A 5% increase n the charge assumed for the use of the KPMG brand would reduce the recognised

farr values of intangible assets by €1 mithon in Spain Neither change would have had any impact cn the recognised intangible
assets for Belgum

Critical accounting judgements in applying the group’s accounting policies

Acquisition accounting

IFRS 3 Business Combinations , requires thati all cases meeting the definiion of a business combination must be acceunted for
as an acquisition The creation of the group In 2008 and subsequent mergers each met the definiion of a business combination
Hence far values must he determined for the identifiable assets, liabilities and contingent labilities acquired and for the cost of
the acquisition, even though internally these transactions were each regarded as a pooling of interests with no attempt to value
each firm on an arm s length basis other than for the impact of harmonising accounting pohcies See also note 8

Simifarly the basis for co-working with the entities in Spain and Belgium not controlled by the group, and the precise terms of the
related merger documentation, were not drafted to clanfy control within the context of the relevant accounting standard The group
has assessed that certain entities fall to be regarded only as associates over which significant influence s exercised and that other
entities are subject to nether control ner significant influence, even though all these entilies constitute integral parts of the operations
of the KPMG member firms in these counines

Those members of the partnership who joined the group on 30 September 2008 on the merger with KPMG Switzerland and
subsequently on 1 October 2008 and 1 April 2008 on the mergers with KPMG Spain and Belgium respectively may under certain
conditions require by majonty vote the return to them in 2010 of the shares in each of KPMG Switzerland KPMG Spain or KPMG
Belgium in exchange for a cash payment equal 1o the net asset value of each of those groups at that tme Although in certain
crrcumstances 1t might be possible for these members to obtain a higher value for these shares than recorded net asset value, the
probability of this ansing 1s assessed as remote Accordingly, no incremental value 1s attnbuted to the equity nstrument ansing from
this special voting nght i assessing the cost of consideration for the 'acquisition’ of KPMG Switzerland in 2008 and subseguently,
KPMG Spain and KPMG Belgium

28 Post balance sheet events

With effect from 1 October 2009 the partnership obtained control over KPMG Nederland NV, the parent company for the KPMG
International member firm providing audit and adwvisory services in the Netherlands {(KPMG Netherlands) and the local partners wall
shorily become members of the partnership Consideraton was in the form of financial insiruments that will rank as current liabiliiies
of the group alongside other members capital and are anticipaied to have a farr value not significantly different from the fair value of
ihe net assets acquired The separate KPMG International member firm providing tax services in the Netherlands, KPMG Meiburg
& Co, was not involved
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28 Post balance sheet events continued
The merger will fall 1o be treated as a business combination in the group’s 2010 financial statements The estimated carrying
amounts of the assets and liabilmes of KPMG Netherlands immediately prior to the merger were as follows

Provisional pre-acguisiion
carrying amourns

£€m
Property plant and equipment 23
Trade and other receivables 104
Other recevables 23
Cash and cash equivalents 62
Property held for sale 166
Trade and other payables {179}
Short-term bank borrowings (168)
Provisions {11
Identifiable net assets 20

The far value of the amounts to be recognised at the acquisition date In respect of KPMG Netherlands' assets habiliues and
contingent habiimes and the far value of the cost of investment have not yet been assessed and will be disclosed in the 2010
consolidated financial statements

During October 2008, the partnership obtained control over the tax practice of the KPMG International mernber firrm in Luxermbourg

(KPMG Luxembourg) following its merger with the group The pariners in KPMG Luxembourg sold 49% of therr shares to the
partnership and granied call options over the remaining shares and other nghts in exchange for which they became members

of the parinership and were credited with partnership capital The farr value of the capital credited to the Luxembourg partners

18 €4 milhon At the same tme, the partnership acquired a 49% interest in the audit and adwvisory praciice The remaining shares

will be acquired when Luxembourg has introduced the EC 8th Directive into law

The merger with KPMG Luxembourg will fall 1o be treated as a business combination in the group's 2010 hinancial statements

The estimated carrying amounts of the assets and habiliies immediately prior to the merger ware as follows

Prowisional pre-acquisiion
carying amoun.s

€rmn

Property plant and equipment 8
Trade and other receivables 30
Other recevables 3
Cash and cash eguivalents 5
Trade and other payables (10
Shert-term borrowings {10
Provisions {22}
Identifiable net assets 4

The farr value of the amounts to be recogrised at the acquisiion date in respect of assets, labiities and conungent habiliies of the
KPMG Luxembourg firm and the fair value of the cost of investment, have not yet been assessed and will be disclosed In the 2010

consolidated financial statements

Additionally 2 merger agreement was signed i Cctober 2009 under which subject to vanous regulatory clearances, the partnership
will gain control over the KPMG International member firm i the Commonwealth of independent States (CIS) The CIS firm covers
entities providing audit, tax and adwisory services in Russia, Ukraine, Armenia Georgia Kazakhstan and Kyrgyzstan This merger

15 expected to complete later in the cusrent financial year

A separate merger agreement was also signed in October 2009 with the KPMG Internauonal member firmiin Turkey, under which
the group wilt establish a new Turkish-incorporated subsidtary 1o carry out advisory engagements but atherwise will have no ownership

in or control over existing Turkish enoties, since thts 1s prohibited under Turkish law The partnership has guaranteed bank loan
facilities available to KPMG Turkey of US$10 5 million (€7 mulion}
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Statement of members’ responsibilities in respect
of the financial statements

KPMG Europe LLP (the partnership)
was incorporated in the UK on

17 November 2006 as a imited habiiity
partnership {LLP) under the Limited
Lrability Partnerships Act 2000 It has
its seat in Frankfurt am Main, Germany
and 1s therefore also registered with
the Handelsregister, Frankfurt

The Board (as set out on pages 40 to 41
was responsible for setting the
partnership’s strategy and overseeing
its implementation during the year
ended 30 September 2009 The Board
was also responsible for ensunng that
the partnership maintained a sound
approach to defiing the system for nsk
management and internal control and
for reviewing s effectivenass during
the year

The Limited Liability Partnerships
{Accounts and Audit) (Application of
Companies Act 2006) Regulations 2008
(the 2008 Regulations) require the
members to prepare financial staterments
for each financial year Under that law
the members have elected to prepare
the financial statements in accordance
with IFRS as adopted by the EU and
applicable law

Under Regulation 8 of the 2008
Regulations the members must not
approve the financial statements unless
they are satisfted that they give a true
and farr view of the state of affairs of
the partnership and of the profit of the
partnership for that perod

In preparing these financial statements

the members are required to

* Select suitable accounting policies
and then apply them consistently,

* Make judgements and estimates
that are reasonable and prudent,

* State whether they have been
prepared In accordance with IFRS
as adopted by the EU, and

¢ Prepare the financial statements
on the going concern basis uniess 1t
(S Inappropnateé to presume that the
partnership will conunue in business

Under Regulation 6 of the 2008
Regulations the members are responsible
for keeping adequate accounting records
that are sufficient to show and explain
the partnaership’s transactions and
disciose with reasonable accuracy at

any ume the financial position of the
partnership and enable them 1o ensure
that the financeal statements comply

with those regulations They have ganeral
responsibihity for taking such steps

as are reasonably open to them to
safeguard the assets of the partnership
and to prevent and detect fraud and

other irregulanues

The members are responsible for

the maintenance and integnty of the
corporate and financial information
in¢luded on the partnership s websiie
Legislation in the UK governing the
preparation and dissemination of
financial statements may differ from
legistation in oiher junsdictions

Dunng the year these responsibilities

were exercised by the Board on behalf
of the members
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Report of the independent auditor to the members
of KPMG Europe LLP

We have audited the parent financial
statements of KPMG Europe LLP for
the year ended 30 September 2009
which comprise the statements of
comprehensive income, financial
position, changes In equity and cash
flows, and notes 110 9 These financial
statements have been prepared under
the accounting policies set out therein

We have reporied seperately on the
group financial statements of KPMG
Europe LLP for the year ended 30
September 2009

This report 1s made solely to the
members, as a body, in accordance
with Sections 495 and 496 of the
Companies Act 2006 as applied by the
Limtted Liability Partnerships (Accounts
and Audit} {Applcation of Companies Act
2006) Regulations 2008 Qur audit work
has been undertaken so that we might
state to the members those matters

we are required to state to themn

an auditer's report and for no other
purpose To the fullest extent permiited
by law, we do not accept or assume
responsibility to anyone other than the
imited habiity partnership and the
members as a body for our audit work,
for this report, or for the opinions we
have formed

Respective responsibilities of
members and auditors

The members’ responsibilities for
prepanng the annual report and the
parent financial statements in accordance
with United Kingdom law and International
Financial Reporting Standards (IFRSs)

as adopted by the European Union are
set out in the ‘Statement of members’
responsibiities in respect of the financial
statements’

Our responsibility 1s to audit the parent
financial statements 1n accordance

with relevant legal and regulatory
requirernents and International Standards
on Auditing {UK and Ireland) It s our
responsibtlity to form an independent
opimon based on our examination, and to
report our opinion to you
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In addition we report 10 you if, In our
opinien, KPMG Europe LLP has not kept
adequate accounting records, of returns
adequate for our audit have not been
receved from branches not visited by
us, or the parent financial statements are
not in agreement with the accounting
records, or we have not received all the
information and explanations we require
for our audit

We read the other information contained
In the group Annual Report and consider
whether 1t 1s consistent with the audited
parent financial statements This other
information compnses only the Report 1o
the members and the information on
pages 1 to 41 of the group Annual Report
We consider the implications for our
report if we become aware of any
apparent misstatements or material
Inconsistencies with the parent financial
statements

Basis of audit opinion

We conducted our audit in accordance
with [nternational Standards on Auditing
{UK and Ireland) 1ssued by the Auditing
Practices Board An auditincludes
examination, on a test basis, of evidence
relevant 1o the amounts and disclosures
in the parent financial statements |t also
includes an assessment of the significant
estimates and judgements made by

the members in the preparation of the
parent financial statements, and of
whether the accounting policies are
appropriate to the Iimited liability
partnership’s circumstances, consistently
applied and adequately disclosed

We planned and performed our audit
50 as to obtain all the information and
explanations which we considered
necessary in order to provide us with
sufficient evidence to give reasonable
assurance that the parent financial
statements are free from matenat
misstatement, whether caused by
fraud or other irregulanty or error

In forming our opinion we also
evaluated the overall adequacy of

the presentation of information in

the parent financial statements

Opinion

In our opinion the parent financial

statements

* give a true and fair vew of the state of
the imited liability partnership’s affars
as at 30 September 2009 and of its
profit for the year then ended,

* have been properly prepared in
accordance with IFRSs as adopted
by the European Union, and

* have been prepared in accordance with
the Companies Act 2006 as applied by
the Limited Liability Partnerships
{Accounts and Audit) {Apphcation of
Companies Act 2008) Regulations 2008

G st o LLF

Stephen P S Weatherseed
Senior Statutory Auditor
for and on behalf of

Grant Thornton UK LLP
Statutory Auditor,
Chartered Accountants
London

11 December 2009



Statement of comprehensive income

for the year ended 30 September 2009

2009 2008
€000 €000
Profit for the financial year 414 544
Total comprehensive income for the year — attributable to members 414 544
Statement of financial position
at 30 September 2009
2009 2008
Note €000 € 000
Non-current assets
Investments 3 52,736 | 45,660 .
52,736 | 45,660
Current assets
Trade and other recevables 4 352 8
Amounts due from members 7 1,401 -
Cash and cash equivalents 5 2,900 795
4,653 803
Total assets 57,389 | 46,463
Equity
Equity attributable to members
Other reserves classified as equity 414 544
414 544
Current liabilities
Trade and other payables 6 2,406 1,179
Amounts due to members 80 -
Members’ capital 7 54,489 | 44,740
56,975 | 45,819
Total equity and liabilities 57,389 | 46,463 .

The financial statements on pages 3 to 11 were approved by the members on 11 December 2009 and were signed on ther behalf by

P8 el

John Griffith-Jones Joint Chairman

SSSUUNUNY

Prof Dr Rolf Nonnenmacher Joint Chairman
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Statement of changes in equity
at 30 September 2009

Members

other

reserves

€000

Balance at 1 October 2007 -
Total comprehensive income

Profits for the financial year 544

Profits allocated to members during the vear -

Balance at 30 Seplember 2008 544
Total comprehensive income

Profits for the financial vear 14

Profits allocated to merbers durning the year (544)

Balance at 30 September 2009 414
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Statement of cash flows
for the year ended 30 September 2009

2009 2008
Note €000 € 000
Cash flows from operating activities
Profit for the fimancia) year A4 544
Adjustmenis tor
Financial ncome (2469)| (1,588)
(2055)| (1,054)
Increase In trade and other recewvables {340 3
Increase 1n trade and other payables 1229 1169
Cash fiows from operating activities before transactions with members (1,166) 12
Payments toc members {1,735) -
Net cash flows from operating activities {2,901) 112
Cash flows from investing activibies
Acquisiton of investments 3 {4,346) (265)
Interest received 331 32
Diadend and profit share received 1,926 1,566
Net cash flows from investing activities {2,089} 1,333
Cash flows from financing activities
Capital introduced by members 10,100 4160
Capital repayments 1o members (3,008} (4,810
Net cash flows from financing activities 7.095 {650)
Netncrease in cash and cash equivalents 2,105 795
Cash and cash equivalents — beginning of the year 795 -
Cash and cash equivalents at the end of the year 2,900 795
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Notes

forming part of the financial statements

1 Accounting policies

KPMG Europe LLP (ihe parinership) 1s
incorporated in the UK as a limited hability
partnership under the Linuted Liability
Partnerships Act 2000 It has its seat
in Frankfurt am Main Germany and is
therefore also registered with the
Handelsregister, Frankfurt These
financial statements present information
about the parinership as a separate
enuty and not about its group

The accounting policies set out below
have been applied consistiently 1o all
periods presented in these financial
statements In these financial statements,
the following niernational Financial
Reporting Standards as adopted by the
European Union (adopted tFRSs} and
related amendments and interpretations
to published standards aie reflected for
the first ime
* Revision 1o IAS 1 'Presentation

of Financial Siatements Rewised 2007

voluntary adopuion as this standard

1s effectve only fer financial years

beginning on or after 1 January 2009
* Amendments to |1AS 32 and IAS 1

‘Putiable financial instruments and

obhgations artsing on hquidation’

voluntary adopuon as this standard

1s effecuve only for financial years

beginning on or after 1 January 2009

The amendment 10 1AS 1 has had

an impact on presentation of the
partnership s fimancial statements only
In that a new primary statement s
required, the staiement of changes in
equity There is no impact on previously
disclosed statements of financial position
and hence no additional disclosure 1s
required The amendmenti 1o TAS 32
and IAS 1 has had no impact on these
financial statements

A number of new amendments and
interpretations have heen endorsed by
the European Union as part of adopted
IFRSs, but are not yet effecuve and have
not been adopted by the parinership
None of these amendments 1s expected
to have a significant impact on the
partnership s financial statements

Basis of preparation

These financial statements of the
partnership have been prepared in
accordance with adopied IFRSs The
financial statemenis have been approved
by the members The financial statements
are prepared on the historical cost basis
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The preparation of financial statements in
conformuty with adopied IFRSs requires
management 1o make judgemenis,
esumates and assurnptions that affect
the application of policies and reported
amounts of assets and labilives income
and expenses Management consider
that there are no such judgements or
estimates that require disclosure

The functional and presentation currency
of the partnership is the euro The
financial statements are presented

in thousands of euro (€ C0D)

Taxation

The partnership’s profit is potentially
subject to German trade tax However,
Income iaxes on all profits of the
partnership are solely the personal hatulity
of the individual members Consequently
neither taxation nor related deferred
taxation arising 1n respect of the
partnarship 1s accounted for in these
financial statements

Financial income and expense
Financial income comprises interest
mncorme on funds invested, profit shares
receved from a subsidiary imited habihty
partnershp and diwvidends recewved from
subsidiary companies to the exient that
they relate to profits ansing since the
date of acquisiion Interest income

1s recogmised as 1t accrues using the
effective interest method Dividends and
profit shares are recognised when the
partnership’s nght to receive payment

15 established

Non-derivative financial instruments
Non-derivative financial instrumentis
comprise invesiments, trade and

oiher recewvables, cash and cash
equivalents trade and other payables
and members capital

Investments
The partnership’s investments are stated
at cost less provision for imparrment

Trade and other recevables

Trade and other receivables are
recognised at farr value, based upon
discounted cash flows at prevailing
Interest rates or ai ther norminal amount
less imparmenti losses if due in less
than 12 months Subseguent to initial
recogmton trade and other recevables
are valued at amortised cost In most
cases this approximates io ther

fair value

Cash and cash equivalents

Cash and cash equivalents comprise
cash balances and call deposits The
cash and cash equwalenis are stated
at therr nominal values Due to their
short maturity penod this approximates
to therr farr value

Trade and other payables

Trade and other payables are iniually
valued at fair value, based upon the
nominal amount due Subsequent 10
intual recognitilon they are recorded
at amorused cost which in most cases
approximates to far value

Members' capital

The cepital requirements of the partnership
are determined from tume 10 time by the
Board following recommendauons from
the Executive Commitiee Each member
15 required 10 subscribe a proportion

of this capital after taking into account
any capiial already conirbuied by the
member (o an LLP or other enuty (being
a subsidiary of the partnership) of which
he 1s also a member Hence, members
capital of the partnership represents
capital subscribed to the group by
members of the partnership except

for amounts subscribed o a subsidiary
entity No interest 1s paid on capital

On leaving the partnership an individual
member’s capital must be repaid

within one month of the leaving date,
unless other arrangements have been
agreed between the member and the
Execuuve Commitiee

Members' capitai 1s therefore considered
a hability and s stated at its nominal
value being the amount repayable

This classification was reviewed in light
of the amendment to 1AS 32 and |AS 1
regarding the classification of a puttable
financial nstrument However, the terms
of members’ capital do not sausfy all of
the ¢cntena to be met in order to justfy
classificauon as an equity instrument
and the classification as a hability 1s sull
considered to be appropriate




Notes

forming part of the financial statements continued

1 Accounting policies continued
Amounts due to and from members
Amounts due to and from members are
stated at their nominal value

All distributions to members are made
net of amounts relating to members’

tax habdities Such amounts are withheld
by subsidiary entitigs from dividends paid
to the partnership

Impairment

The carrying amounis of the partnership's
assets are reviewed at each year end 10
determine whether there 1s any indication
of imparrment If any such indication
exists the assets’ recoverable amounts
are estimated

The recoverable amount of recevables
carred at amortised cost s calculated

as the present value of estmated future
cash flows, discounted at the anginal
efiective interest rate (being the effective
nterest rate computed at initial recognition
of these financial assets) Recewvables
with a short duration are not discounted
The recoverable amount of other assets
1$ the greater of thewr farr value less costs
to sell and valug 1n use in assessing
value in use the estimated fuiure cash
flows are discounted to therr present
value using a pre-tax discount rate that
reflects current market assessments

of the tme value of money and the nsks
specific to the asset

An imparrment loss I1s recognised
whenever the carrying amount of
an asset orits cash generating umit
exceeds its recoverable amount
Impairment losses are recognised
In the income statement

Animpairment l0ss in respect of a
financial asset carried at amortised cost
1s reversed 1f the subsequent increase
In recoverable amount can be related
objecuvely 10 an event occuining after
the impairment loss was recognised

In respect of other assets, an imparment
loss 1s revarsed when there I1s an
indication that the imparment loss

may no longer exist and there has been
a change In the estimates used to
determine the recoverable amount

An imparrment loss 1s reversed only
to the extent that the asset’s carrying
amount does not exceed the carrying
amount that would have been
determinad, net of depreciation or
amorusation 1If no imparrment loss
had been recognised

Allocation of profits and drawings
The allocation of profits to those who
were members of the partnership during
the financial year occurs at the discretion
of the Board following finalsation of

the annual financial statements As

15 permitted by the Limited Liability
Partnerships Regulations and the
Partnershup Agreement allorated profits
may not necessanly represent all the
profits ansmg in a particular financial
year, if the Board considers it appropriate
to retain profits or to aliocate profits
previously retained

Pending the allocaton of profits and therr
division between members, therefore,
unallocated prefits are shown in Equity
as 'Other reserves’

2 Profit and loss account

In presenung these financial statements
together with the group financial
statements, the partnership 1s taking
advantage of the exemption in Section
408 (4) of the Companies Act 2006 not
1o present its indmvidual iIncome statement
and related notes as part of these
approved financial statements

Amounts payable to the auditors
for audit services in respect of the
partnership and the group financial
statements were €160,000

(2008 €141,000)
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Notes

forming part of the financial statements continued

3  Investments

Subsidiaries  Associates Total
Shares Loans Shares
€ 000 €000 €000 €000
Cost and net book value
Balance at t October 2007 - - - -
Acquisiions 36,540 9,120 - |45,660
Balance at 30 Sepiember 2008 36,540 9120 — 145,660
Acquisiions 5,895 655 526 7,076
Balance at 30 September 2009 42,435 9,775 526 52,736

On 1 October 2007 the partnership acguired from the local partners all of the shares in KPMG AG (then KPMG Deutsche
Treuhand-Gesellschaft AG) the parent entity for the KPMG International member firm in Germany, for €36 3 mullion, in exchange
1or members’ capiial Costs of €270,000 were incurred Additionally, on 1 October 2007 the partnership agquired all of the voting
rights i KPMG LLP, the parent entity for the KPMG Internauonal member firm in the UK, at nil cost

On 30 September 2008 KPMG AG acquired from the local partners all the shares in KPMG Holding AG, the parent entity for the
KPMG International member firm in Switzerland The acquisition was partly in cash and partly by crediting the Swss partners with
members capital in the partnership The partnership then lent KPMG AG the equivalent amount this toan has no fixed repayment
erms and wilt bear interest at rates to be agreed from tme 1o time

With effect from 1 October 2008 the parinership acquired all the shares in certain enuves of the KPMG member firm in Spain
providing tax and adwvisory services (together KPMG Spain) — for consideratien of €0 8m in members” capital in the partnership
and €3 4 milion in cash €655 000 was lent to XPMG Spain on similar terms to the loan to KPMG AG above

With effect from 1 Apiil 2008, the group acquired 100% ownership and control over certain entiigs of the KPMG member firm
in Belgium prowviding advisory and certain internal services These interests were acquved in exchange for members’ capital In
the partnershup totalling €1 5 milion

Costs of €366 000 were incurred i connection with these acquisitions

At the same time 49% ownership (but not control) was obtained (in exchange for members’ capital of €0 4 milon) over KPMG
Belgium entites providing tax and accounting services these are treated as assoctates Costs of €82,000 were incurred

Further details of these acquisitions and detalls of the partnership s subsidiznies and associates are given 1In notes 8 and 26 1o the
group financial statements

Subsequent 1o the ygar end, the partnership

* Obtained control over KPMG Nederland NV, the parent company for the KPMG International member firm providing audit

and adwvisory services in the Netherlands (KFMG Netherlands) and the local partners will shorily become members of the

partnership Consideration was in the form of financial instruments that will rank as current liabilities of the groun alongside

other members’ capital and are anucipated 10 have a fair value not significantly different from the fair value of the net assets

acquired The separate KPMG international member firm providing tax services in the Netherlands, KPMG Meijburg & Co,

was not mvolved

Obtained control over ihe tax practice of the KPMG International member firm in Luxembourg following s merger with the group

and acquired a 49% interest In related audit and advisory entiies but without control these entiues are therefore regarded as

assoclates Members capital of €4 milhon was cradited 1o the pariners in the Luxembourg firm

+ Signed a merger agreement under which subject to varous regulatory clearances, the partnership will gain control over the
KPMG Iniernational member firm in the Commonwealth of Independent States (CIS) The CIS firm covers entives prowiding audit,
tax and advisory services in Russia Ukraine Armenia Georgia Kazakhstan and Kyrgyzstan This merger ts expected
10 complete later in the current financial year

» Signed a merger agreement with the KPMG International member firm in Turkey under which the parinership will esiablish a
new Turkish-incorporated subsidiary to carry out advisory engagements but otherwise will have no ownership in or control over
existing Turkish entiies  since this 1s prohibited under Turkish law As a resutt of this merger the pastnership has guaranteed
bank facilities available to the Turkish firm totalling US$10 5 mullion (€7 mulhion)
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Notes

forming part of the financral statements continued

4 Trade and other recewables

2009 2008

€000 €000
Other recavables and prepayments 352 8

352 8
All trade and other recevables are due within 12 months
5 Cash and cash equivalents

2009 2008

€000 €000
Bank balances 100 5
Short-term deposits 2,800 790
Cash and cash equivalents in the statement of financial position 2,900 795
6 Trade and other payables

2009 2008

€000 €000
Amounts due 1o subsidianes 2014 991
Other payables 136 12
Accruals 256 176

2,406 1.179

7 Equity and members’ capital

Equity includes members’ other reserves comprising certain amounts retained from profits ansing In previous years pending therr
allocation to members

Movements in individual members’ capital are as follows

€000
Balance at 1 October 2007 -
Capital credited on acquisition of iInvestments 15,390
Capital introduced by members 4160
Repayments of capital (4,810
Balance at 30 September 2008 44740
Caprtal credited on acquisition of investments 2734
Capiial imiroduced by members 10,100
Repayments of capnal {3 085)
Balance at 30 September 2009 54,489

Members other interesis comprise amounts due from members of €1,401,000 (2008 €nil}
Amounts due to members relate to capital repayable 1o retnng members There are no doans or other amounts payable to

members In the event of a winding up, amounts due to members may be set-off against amounts due from members but would
otherwise rank as unsecured crecditors Such balances (and individual members’ capital} rank after unsecured creditors
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Notes

forming part of the financial statements continued

8 Financial instruments
The partnership’s nsk management objectives, policies and processes are covered by those of the group as set outin note 22 to
the group financiat staternents

a) Credit nsk

Exposure to credit risk

The maximum exposure to credit nsk 1s represented by the carrying amount of each financial asset in the statement of financial
position, namely

2009 2008
€000 €000

l_oans and recevables
Qther recevables and prepayments 352 8
Bank ba'ances 100 5
Short term deposits 2,800 790
Amounts due from members 1,40% -
4,653 803

Impairment losses
There were no overdue trade recevables at either 30 September 2009 or 30 September 2008 There werg no impairment provisions
against trade receivables or other financial assets at either year end

b)' Liquidity risk

The parinership’s financial habiites are amounts due to subsidiaries accruals and members capizal None of these are interest
pearng hence the contractual cash flows in all cases equal the carrying amount Amounts due to subsidiaries ano accruals are all
repayable within one year As set out In the accounung policies, members capital 1s repayable within one month of the members’
leaving date

The partnership had no committed borrowing facilities at 30 September 2009 or 30 September 2008

c} Interest rate risk

The financial assets and liabihties of the partnership are non interest bearing with the exception of bank balances and cash deposits
which are varniable rate instruments and the amounts due from subsidianies which are interest bearing as set out N note 3 A
change of 100 basis points in interest rates dunng the year would have increased or decreased the partnership’s profit by €01
million {2008 €nid} This analysis assumes that all other vanables remain constant

d} Exchange rate risk
There were no significant balances at the end of the year, or transaciions dunng the year denominated other than in euro

e) Fair values
The fair values of financial assets and habihues approximate to their cairying amounts in all cases due to ther short matuniy
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Notes

forming part of the financial statements continued -

-

- -
-
9 Related parties

The partnership has a related party relationship with 1ts key management, considered to be the Board members of KPMG Europe LLP
{pages 40 to 41) The partnership also has a related party relationship with 1ts subsidianes as set out in note 26 o the group
financial statements

Transactions with key management

The members of the Board are responsible for planning directing and controling the actvites of the group They are ali members
of the partnership The partnership does not divide profits amongst members unul after “he financial statements have been
finalised and approved by mambers

The estimated profit entitlernent from the parinership due to the key management in respect of the current year totalled €620,000
The actual profit allocated by the partnership in respect of the previous year was €544 000

There were no balances due to or from the partnership s key management at 30 September 2009 or 2008 save 1n respect of
relevant shares of profit {or related taxation} and indvidual members’ capital Total members capital invested by key management
amounted 1o €1,374 000 at 30 September 2009 (2008 €1,280,000)

Transactions with subsicharies

During the year, the partnership received a dividend of €731,000 (2008 €530,000) from KPMG AG and a profit share of . !
€1 345,000 (2008 €1,036,000) from KPMG LLP In additicn the partnership was charged €648,000 (2008 €449,000) by

KPMG LLP and €1,365,000 (2008 €669,000) by KPMG AG in respect of stewardship costs incurred by them on 1ts behalf

A1 30 September 2009, the partnership owed €648,000 (2008 €449 000) 1o KPMG LLP €1,365,000 (2008 €632 000) 10 KPMG AG
and €nil (2008 €10 000) to KPMG Europe Holdings Limited

At 30 September 2009 the partnership had lent £655,000 {2008 €nil) to KPMG Spain and received related interest income
of €25 000 (2008 €nil} and had lent €9,120,000 to KPMG AG (Germany) (2008 €9,120 000) and received related interest income
of €274,000 (2008 €nil)
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