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KPRAG LLP
1801 Ma

Independent Auditors’ Report

The Board of Directors
Aberdeen Asset Management Inc.:

We have audited the accompanying consolidated balance sheets of Aberdeen Asset Management Inc. and
subsidiaries (the Company) as of September 30, 2009 and 2008, and the related consolidated statements of
operations, stockholder’s equity (deficit), and cash flows for the years then ended. These consolidated
financial statements are the responsibility of the Company’s management. Our responsibility is to express
an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes consideration of
internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s
internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Aberdeen Asset Management Inc. and subsidiaries as of September 30,
2009 and 2008, and the results of their operations and their cash flows for the years then ended, in
conformity with U.S. generally accepted accounting principles.

KPMc LP

December 29, 2009




ABERDEEN ASSET MANAGEMENT INC.

AND SUBSIDIARIES
Consolidated Balance Sheets
September 30, 2009 and 2008

Assets

Cash and cash equivalents

Accounts receivable

Unbilled receivables

Receivables from affiliates

Prepaid expenses

Prepaid deferred share awards

Furniture, equipment, and leasehold improvements, net
Intangible assets, net

Goodwill

Total assets
Liabilities and Stockholder’s Equity (Deficit)

Line of credit through Parent

Accounts payable and accrued expenses
Long-term incentive plan through Parent
Payable to Parent

Payable to affiliates

Note payable to Parent

Deferred income taxes

Total liabilities
Commitments and contingencies (notes 8 and 12)

Stockholder’s equity (deficit):
Common stock, $1 par value. Authorized 1,001,100 shares;
issued and outstanding 1,000,100 shares
Additional paid-in capital
Accumulated deficit

Total stockholder’s equity (deficit)
Total liabilities and stockholder’s equity (deficit)

See accompanying notes to consolidated financial statements.

$

$

2009 2008

3,778,486 1,740,959
10,259,885 8,724,402
24,454,568 26,827,686
1,289,029 1,363,433
1,428,635 3,795,784
8,090,250 15,727,124
7,956,690 5,594,356
15,239,531 87,945,777
23,880,008 23,880,008
96,377,082 175,599,529
2,585,414 1,980,112
24,011,314 35,778,754
— 710,269
12,676,133 62,104,914
209,919 872,976
60,000,000 60,000,000
2,076,226 1,423,113
101,559,006 162,870,138
1,000,100 1,000,100
201,726,100 101,726,100
(207,908,124) (89,996,809)
(5,181,924) 12,729,391
96,377,082 175,599,529




ABERDEEN ASSET MANAGEMENT INC.

AND SUBSIDIARIES
Consolidated Statements of Operations
Years ended September 30, 2009 and 2008

2009 2008
Revenues:
Investment management and advisory fees $ 70,230,983 110,304,798
Fund administration fees 6,593,409 6,805,513
Interest income — 214,033
Total revenues 76,824,392 117,324,344
Expenses:
Salaries and benefits 52,712,919 62,263,411
Long-term incentive plan with Parent (710,269) 9,094,573
Fees paid to affiliated companies 7,394,208 22,000,000
Third-party administrative fees 17,944,767 18,801,153
General and administrative and other costs 11,387,135 11,847,353
Information systems and technology 7,156,237 5,830,305
Marketing and product development 1,198,119 1,070,337
Depreciation 1,209,002 1,188,836
Amortization of intangible assets 14,036,599 14,206,754
Intangible assets impairment charge 58,669,647 —
Interest expense 4,596,848 5,937,425
Loss on disposal of fixed assets 4,107,157 —
Loss (gain) on foreign currency transactions 13,784,273 (1,520,135)
Total expenses 193,486,642 150,720,012
Loss before income taxes (116,662,250) (33,395,668)
Income taxes 1,249,065 653,113
Net loss $ (117,911,315) (34,048,781)

See accompanying notes to consolidated financial statements.



ABERDEEN ASSET MANAGEMENT INC.
AND SUBSIDIARIES

Consolidated Statements of Stockholder’s Equity (Deficit)

Years ended September 30, 2009 and 2008

Common Additional Accumulated
stock paid-in capital deficit Total
Balance, September 30, 2007 $ 1,000,100 43,385,714 (55,948,028) (11,562,214)
Capital contribution from Parent — 60,000,000 — 60,000,000
Deemed distribution to Parent — (1,659,61 4’) — (1,659,614)
Net loss — — (34,048,781) (34,048,781)
Balance, September 30, 2008 1,000,100 101,726,100 (89,996,809) 12,729,391
Capital contribution from Parent — 100,000,000 — 100,000,000
Net loss — — (117,911,315) (117,911,315)
Balance, September 30, 2009 $ 1,000,100 201,726,100 (207,908,124) (5,181,924)

See accompanying notes to consolidated financial statements.



ABERDEEN ASSET MANAGEMENT INC.
AND SUBSIDIARIES

Consolidated Statements of Cash Flows
Years ended September 30, 2009 and 2008

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash used in
operating activities:
Amortization
Depreciation
Intangible assets impairment charge
Loss on disposal of fixed assets
Noncash charge for deferred share awards
Noncash (benefit) charge for long-term incentive
plan with Parent
Deferred tax provision
Decrease (increase) in receivables
Decrease (increase) in receivables from affiliates
Decrease (increase) in prepaid expenses
(Decrease) increase in accounts payable and accrued
expenses
(Decrease) increase in payable to affiliates

Net cash used in operating activities

Cash flows from investing activities:

‘Borrowings from Parent

Cash paid for income taxes

Noncash financing activity:

2009 2008
$ (117,911,315) (34,048,781)
14,036,599 14,206,754
1,209,002 1,188,836
58,669,647 —
4,107,157 —
7,636,874 7,183,641
(710,269) 9,094,573
653,113 653,113
837,635 (8,327,268)
74,404 (1,363,433)
2,367,149 (534,633)
(11,767,440) 469,725
(663,057) 565,493

(41,460,501)

(10,911,980)

Purchases of furniture, equipment, and leasehold improvements (7,678,493) (450,825)
Payment for business acquisition — (34,640,976)
Net cash used in investing activities (7,678,493) (35,091,801)
Cash flows from financing activities:
Borrowings (repayments) under line of credit through Parent 605,302 (149,211)
50,571,219 32,956,213
Net cash provided by financing activities 51,176,521 32,807,002
Net increase (decrease) in cash and cash equivalents 2,037,527 (13,196,779)
Cash and cash equivalents at beginning of year 1,740,959 14,937,738
Cash and cash equivalents at end of year 3,778,486 1,740,959
Supplemental cash flow disclosures:
Cash paid for interest expense 1,988,778 1,400,548
1,001,255 —
Cash received from income tax refund — 213,953
Deemed distribution from Parent — (1,659,614)
Capital contribution from Parent 100,000,000 60,000,000
Prepaid deferred share awards charge through
— 24,570,379

intercompany account

See accompanying notes to consolidated financial statements.
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ABERDEEN ASSET MANAGEMENT INC.
AND SUBSIDIARIES

Notes to Consolidated Financial Statements

September 30, 2009 and 2008

Company Overview

Aberdeen Asset Management Inc. (the Company) is a wholly owned subsidiary of Aberdeen Asset
Management PLC (the Parent), which is listed on the London Stock Exchange in the United Kingdom. The
Company is registered with the Securities and Exchange Commission as an investment advisor pursuant to
the Investment Advisors Act of 1940. '

The Company provides diversified investment advisory services to both institutional and individual
investors. The Company manages money for various corporate pension funds, foundations, endowments,
and high-net-worth individuals.

The Parent has committed to continue to provide funding to the Company and not to require repayment of
the note payable to Parent through December 2010. Management believes that this funding commitment,
along with available cash on hand, will allow the Company to meet its operating cash requirements through
December 2010. Accordingly, the accompanying consolidated financial statements have been prepared on
a going concern basis.

Summary of Significant Accounting Policies
(a) Use of Estimates

The presentation of the financial statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions relating to the reported amounts
of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from these estimates.

(b)  Principles of Consolidation

The consolidated financial statements include the accounts of the Company and its wholly owned
subsidiaries, Aberdeen Fund Distributors LLC, Aberdeen US Finance Limited, Aberdeen US
Holdings Limited, Aberdeen US LLC, and Aberdeen Claims Administration, Inc. All intercompany
transactions and accounts have been eliminated in consolidation.

(¢) Cash and Cash Equivalents |

The Company considers all debt instruments purchased with an original maturity date of three
months or less to be cash equivalents. There were no cash equivalents at September 30, 2009 and
2008. ’

(d)  Furniture, Equipment, and Leasehold Improvements

Furniture and equipment are recorded at cost and are depreciated using the straight-line method over
the estimated useful lives. Leasehold improvements are recorded at cost and amortized using the
straight-line method over the estimated useful lives or the respective lease terms, whichever is
shorter.

6 (Continued)
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ABERDEEN ASSET MANAGEMENT INC.
AND SUBSIDIARIES

Notes to Consolidated Financial Statements
September 30, 2009 and 2008

Goodwill and Intangible Assets

Goodwill represents the excess costs over fair value of the net assets of businesses acquired.
Goodwill acquired in a purchase business combination and determined to have an indefinite useful
life is not amortized, but instead is tested for impairment at least annually. An impairment loss is
recognized to the extent that the carrying amount of a reporting unit exceeds the reporting unit’s fair
value. The Company has one reporting unit and management performed its annual impairment test of
goodwill as of September 30, 2009 and 2008 to evaluate the fair value of the reporting unit and there
was no impairment of goodwill.

Intangible assets with finite useful lives are amortized over the respective period, and reviewed for
impairment. See note 2(f) for further discussion of impairment testing. »

Impairment of Long-Lived Assets

Long-lived assets, such as furniture, equipment, and leasehold improvements and purchased
intangibles subject to amortization, are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverability
of assets to be held and used is measured by a comparison of the carrying amount of an asset to
estimated undiscounted future cash flows expected to be generated by the asset. If the carrying
amount of an asset exceeds its estimated future cash flows, then an impairment charge is recognized
by the amount by which the carrying amount of the asset exceeds the fair value of the asset. As
discussed in note 5, the Company recognized an impairment loss of $58,669,647 during the year
ended September 30, 2009. No impairment loss was recognized during the year ended September 30,
2008.

Income Taxes

Income taxes are accounted for under the asset and liability method. Deferred tax assets and
liabilities are recognized for the future tax consequences attributable to differences between the
financial statement carrying amounts of existing assets and liabilities and the respective tax bases
and operating loss and tax credit carryforwards. Deferred tax assets and liabilities are measured using
enacted tax rates expected to apply to taxable income in the years in which those temporary
differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of
a change in tax rates is recognized in operations in the period that includes the enactment date.

Revenue and Cost Recognition

Investment advisory fees are based on a percentage of net assets under management of the
underlying investment portfolios, pursuant to contract terms. Certain investment advisory contracts
provide for a performance fee that is calculated as a percentage of investment results in excess of a
stated benchmark over a specified period. Investment-related performance fees are recorded as
revenue when earned at the end of the measurement period. Investment management and advisory
fees, fund administration, and other revenues are recognized as contractual obligations are fulfilled
or as services are provided.

7 (Continued)
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ABERDEEN ASSET MANAGEMENT INC.
AND SUBSIDIARIES

Notes to Consolidated Financial Statements
September 30, 2009 and 2008

Foreign Currencies

The functional currency of the Company is the U.S. dollar. Transactions involving currencies other
than the U.S. dollar are recorded at the rate of exchange existing at the date of the transaction.
Monetary assets and liabilities expressed in currencies other than the U.S. dollars are converted at the
rate of exchange as of the balance sheet date. Nonmonetary assets and liabilities expressed in
currencies other than the U.S. dollar are converted at the rate of exchange as of the date of the
originating transactions. Foreign currency adjustments are recorded in the consolidated statements of
operations.

Stock-Based Compensation

The Company follows Accounting Standards Codification (ASC) Topic 718, Stock Compensation,
formerly SFAS No. 123(R), Share-Based Payment, to account for stock-based compensation.

Subsequent Events

The Company has evaluated the need for disclosures and/ or adjustments resulting from subsequent
events through December 29, 2009, the date the financial statements were available to be issued.
This evaluation did not result in any subsequent events that necessitated disclosures and/ or
adjustments.

Business Acquisition

Effective October 1, 2007, the Company acquired the U.S. equity management business Nationwide
Financial Services, Inc., which was located in West Conshohocken, Pennsylvania. The acquired business
include a broad cross-section of U.S. equity strategies in subadvisory mandates for 30 mutual funds and
variable insurance trusts. The results of the acquired business have been included in the Company’s
consolidated financial statements since the acquisition date. The aggregate purchase price of $34,640,976,
including transaction expenses of $2,628,477, was paid in cash at closing.

The following table summarizes the allocation of the purchase price based on management’s estimate of
the fair value of assets acquired as of October 1, 2007:

Intangible assets - investment contracts $ 24,200,000
Goodwill 8,523,403
Property and equipment 1,917,573

$ 34,640,976

The above fair value allocation has been completed by management based on all information available as
of this time and includes the use of an outside third-party valuation firm. The acquired identifiable
intangible assets, all of which are being amortized, have an average weighted useful life of approximately
seven years. All of the acquired goodwill is deductible for income tax purposes.

8 (Continued)



ABERDEEN ASSET MANAGEMENT INC.
AND SUBSIDIARIES

Notes to Consolidated Financial Statements
September 30, 2009 and 2008

(4) Furniture, Equipment, and Leasehold Improvements

Furniture, equipment, and leasehold improvements consist of the following:

September 30
2009 2008
Leasehold improvements $ 5,203,952 - 5,575,954
Furniture and office equipment 4,307,794 2,420,023
9,511,746 7,995,977
Less accumulated depreciation and amortization (1,555,056) (2,401,621)
$ 7,956,690 5,594,356

During the year ended September 30, 2009, the Company consolidated its two local offices into newly
renovated office space in Philadelphia (note 8). As a result of the consolidation, furniture, equipment, and
leasehold improvements with a net book value of $4,107,157 were disposed without any cash
consideration. Leasehold improvements of $7,614,840 were made to the renovated lease space. These
assets are being amortized over the lesser of the estimated useful life or the lease term of 10 years.

Depreciable lives of fixed assets are as follows:

Leasehold improvements 10 years
Office equipment 3 years
Furniture 5 years

Depreciation expense related to furniture, equipment, and leasehold improvements for the years ended
September 30, 2009 and 2008 was $1,209,002 and $1,188,836, respectively.

(5) Goodwill and Other Intangible Assets
(@) Goodwill

Goodwill of $23,880,008 as of September 30, 2009 and 2008 relates to two acquisitions previously
completed. In the year ended September 30, 2008 goodwill increased by $8,523,403 as a result of the
business acquisition discussed in note 3.

9 ‘ (Continued)
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ABERDEEN ASSET MANAGEMENT INC.
AND SUBSIDIARIES

Notes to Consolidated Financial Statements
September 30, 2009 and 2008

Other Intangible Assets
Intangible assets consist of the following as of September 30, 2009 and 2008:

September 30
Useful life 2009 2008
Investment management contracts 2—10years $ 119,339,968 119,339,968
Information systems and software 3 years 655,424 655,424
119,995,392 119,995,392
Less accumulated amortization (104,755,861) (32,049,615)
$ 15,239,531 87,945,777

For purposes of recognition and measurement of an impairment loss, long-lived assets such as
amortizable intangible assets are grouped at the lowest level for which identifiable cash flows are
largely independent of the cash flows of other assets and liabilities. Management evaluated various
factors and determined that there are two asset groups—fixed income and equities investment
management.

During 2009, difficult financial markets and underperformance of managed investments led to
declining assets under management and a corresponding decline in investment management and
advisory fee revenue, particularly for fixed income investments. As a result, the Company lowered
its earnings forecast for the remaining estimated life of the fixed income investment management
contracts, thereby decreasing the estimated future cash flows associated with this intangible asset
group. The carrying amount of the fixed income investment management contracts exceeded the
undiscounted cash flows that the assets are expected to generate. Accordingly, the fair value of the
asset was determined based on a discounted cash flow analysis and then compared to the carrying
value of the intangible asset, and an intangible asset impairment charge of $58,669,647 was recorded
for the year ended September 30, 2009.

Amortization expense, excluding the impairment charge, for the years ended September 30, 2009
and 2008 was $14,036,599 and $14,206,754, respectively. Estimated amortization expense for the
next five years is as follows:

Year ending September 30:

2010 $ 3,511,071
2011 3,511,071
2012 3,511,071
2013 1,591,071
2014 1,591,071

10 ' (Continued)
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ABERDEEN ASSET MANAGEMENT INC.
AND SUBSIDIARIES

Notes to Consolidated Financial Statements

September 30, 2009 and 2008

Note Payable to Parent

The Company entered into a $60,000,000 note payable agreement with the Parent on December 1, 2005 for
the purpose of funding a prior business acquisition. The loan bears interest at a current interest rate of
5.76% and the interest is accrued and added to the balance of the loan outstanding. The Company may
elect to prepay all or part of the loan at any time. The Company has incurred $12,987,748 of interest
charges from the Parent, which represented interest on the note for the period from December 1, 2005
through September 30, 2009. The agreement stipulates that the Parent may call the outstanding balance
under the loan at any time. Management of the Parent has represented that they have not requested
repayment of the loan as of September 30, 2009 and will not request such repayment within the period
through December 2010.

Income Taxes

Income taxes consist of the following for the years ended September 30, 2009 and 2008:

September 30
2009 2008
Current:
Federal $ — —
State 595,952 —
595,952 —_
Deferred:
Federal 495,348 495,348
State 157,765 157,765
653,113 653,113
Total $ 1,249,065 653,113

The primary difference between the statutory federal income tax rate and the Company’s effective income
tax rate is the impact of recording a valuation allowance against the tax benefit from the pretax loss due to
the uncertainty surrounding the realizability of such related deferred tax asset and the deferred tax expense
relating to goodwill amortization for tax purposes, but not for financial reporting purposes. The state tax
expense for the year ended September 30, 2009 relates to taxes due from adjustment upon audit of a
previously filed return.

11 (Continued)



ABERDEEN ASSET MANAGEMENT INC.
AND SUBSIDIARIES

Notes to Consolidated Financial Statements
September 30, 2009 and 2008

The tax-effected temporary differences that give rise to deferred income taxes are as follows:

September 30
2009 2008
Deferred tax assets:
Net operating loss carryforwards $ 43,519,154 18,535,476
Basis difference in intangible assets 31,544,678 4,996,100
Accrued/deferred compensation 8,511,957 3,537,004
Other 745,346 280,363
Total deferred tax assets 84,321,135 27,348,943
Valuation allowance (84,321,135) (27,348,943)
Net deferred tax assets — —
Deferred tax liabilities:
Goodwill (2,076,226)  (1,423,113)
Net deferred tax liabilities $ (2,076,226) (1,423,113)

At September 30, 2009, the Company has net operating loss carryforwards of approximately $106,000,000
for federal tax purposes which begin to expire in fiscal 2024.

Under the Tax Reform Act of 1986, the utilization of a corporation’s net operating loss carryforward is
limited following a change in ownership of greater than 50% within a three-year period. Due to the
Parent’s prior equity transactions, the Company’s net operating loss carryforward may be subject to an
annual limitation generally determined by multiplying the market value of the Company immediately
before the ownership change of the Parent by the federal long-term tax-exempt rate. Any amount
exceeding the annual limitation may be carried forward to future years for the balance of the net operating
loss carryforward period.

In assessing the realizability of the deferred tax assets, management considers whether it is more likely
than not that some or all of the deferred tax assets will be realized. The ultimate realization is dependent
upon the generation of future taxable income during the periods in which those temporary differences
become deductible. The Company has not recognized any deferred tax assets as a result of losses it has
generated in the current and prior years. The change in the valuation allowance for the year ended
September 30, 2009 was $56,972,192.

ASC Topic 740 (Income Taxes) prescribes a recognition threshold and measurement attribute for financial
statement recognition and measurement of a tax position reported or expected to be reported on a tax
return. ASC Topic 740 also provides guidance on derecognition, classification, interest and penalties,
accounting in interim periods, disclosure, and transition. The Company adopted certain provisions of ASC
Topic 740 which became effective for the Company on October 1, 2008. Upon adoption, and through
September 30, 2009, management determined that the Company had no liability for uncertain income
taxes. The Company’s policy is to recognize potential accrued interest and penalties related to the liability

12 (Continued)
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ABERDEEN ASSET MANAGEMENT INC.
AND SUBSIDIARIES

Notes to Consolidated Financial Statements
September 30, 2009 and 2008

for uncertain tax benefits, if applicable, in income tax expense. The federal and state tax returns for years
back to 2006 remain open to examination by the Internal Revenue Service and by state tax authorities. Net
operating loss carryforwards from earlier periods also remain open to examination by taxing authorities,
and will for a period postutilization. ‘

Included in prepaid expenses in the accompanying consolidated balance sheet at September 30, 2009 and
2008 are $431,523 and $2,361,380 of prepaid taxes, respectively.

Lease Commitments

The Company occupies certain office space under long-term leases. The main office space has a lease term
of 10 years, subject to renewal. The Company’s operating lease rental expense for the years ended
September 30, 2009 and 2008 was $1,522,870 and $1,538,234, respectively. Future minimum lease
payments required under noncancelable operating leases that have initial or remaining noncancelable lease
terms in excess of one year as of September 30, 2009 are as follows:

Year ending September 30:
2010 $ 1,305,867
2011 1,494,643
2012 1,521,947
2013 1,515,662
2014 1,544,222
2015-2019 8,626,889

Total minimum lease
payments required $ 16,009,230

During the year ended September 30, 2009, the Company terminated its lease for office space in
Conshohocken, Pennsylvania and modified its lease in Philadelphia, Pennsylvania. As a result of moving
to the new leased space, the Company incurred a lease termination fee of $923,575 for the Conshohocken
facility. This amount is included in general and administrative and other costs in the accompanying
consolidated statement of operations for the year ended September 30, 2009. Included in the modified lease
office space was a rent- holiday and leasehold improvement incentives of $1,537,392. The leasehold
incentives have been recorded as leasehold improvements and deferred rent credit, and will be amortized
on a straight-line basis over the lease term.

The Company leases copiers and other office equipment under long-term leases. The Company’s operating
lease expense for the equipment for the years ended September 30, 2009 and 2008 was $115,455 and
$112,212, respectively. Future minimum payments required under noncancelable operating leases that
have initial or remaining noncancelable lease terms in excess of one year as of September 30, 2009 are
$80,493 and $63,960 for the years ending September 30, 2010 and 2011, respectively.
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(9) Stock-Based Compensation

(@

()

Long-Term Incentive Plan

Several employees of the Company participated in a long-term incentive plan (the LTIP) that was
sponsored by the Parent. The LTIP was administered by an independent professional trustee and
awards under the plan consisted of a specified number of shares of the Parent’s stock. The
acquisition of shares by a participant at the time the award was made was conditional during the
relevant measurement period. The participant did not have absolute ownership of any of the shares
for which an award had been made and the shares did not vest until the end of the relevant
measurement period, and the participant only acquired absolute ownership of any shares to the extent
that the performance targets had been satisfied. The performance target that determined the extent to
which any award vests was based on the increase in the earnings per share of the Parent over the
relevant measurement period being greater than the average movement in the stock markets in which
the funds managed by the Parent were invested.

To the extent that the award had not vested, shares were reacquired from the relevant participants by
the trustee for nominal consideration. In addition to the performance condition noted above, no
awards vested unless, in the opinion of the remuneration committee of the Parent, the underlying
financial performance of the Parent had been satisfactory over the relevant measurement period. The
length of the measurement period for any award was three years.

Under the provisions of ASC Topic 718 (Stock Compensation), the performance vesting provisions
of the awards constituted an other condition and, as a result, these awards to the employees of the
Company under the Parent’s LTIP were accounted for as a liability-classified award and the expense
recognition was based on a variable accounting method whereby the cumulative expense amount was
adjusted at each reporting period based upon the current trading price of the Parent’s common stock.
A total of 147,700 awards were granted to employees of the Company and met their performance
vesting provisions, and they were settled at a price of £1.00 and an exchange rate of 1.494 for a total
consideration of $220,580 on December 16, 2008.

As of September 30, 2009, 470,844 awards were outstanding but did not vest as the Parent’s target
performance had not been met. Accordingly, as of September 30, 2009, no liability was recognized
for the awards. The Company recorded a benefit of $710,269 and expense of $9,094,573 for the
years ended September 30,2009 and 2008, respectively, related to the LTIP.

Deferred Share Awards

During the years ended September 30, 2009 and 2008, certain employees of the Company were
granted an aggregate of 12,692,700 and 6,546,029 shares, respectively, of the Parent’s stock under a
deferred share awards plan. The shares granted in 2009 vest one-third annually on their grant date,
over a three year period. The shares granted in 2008 and prior years vest on the third anniversary of
their grant date. Under the provisions of ASC Topic 718, the awards are accounted for as an
equity-classified award and the fair value of the stock awarded is recorded as an expense on a
straight-line basis over the vesting period. The compensation cost is included in salaries and benefits
in the accompanying consolidated statements of operations. The Company recognized $15,072,404
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and $9,049,154 for the years ended September 30, 2009 and 2008, respectively. The following table
summarizes deferred share awards for the year ended September 30, 2009:

Weighted
average
grant
date fair
Number of value
shares (per share)
Nonvested at October 1, 2008 4,060,221 3.60
Granted 12,692,700 2.06
Vested : (6,704,005) 3.02
Forfeited (1,501,719) 3.75
Nonvested at September 30, 2009 8,547,197 2.15

At September 30, 2009, there was $18,383,440 of total unrecognized compensation cost related to
nonvested share awards granted. That cost is expected to be recognized over a weighted average
period of 1.6 years. The total fair value of shares fully vested during the years ended September 30,
2009 and 2008 was $7,972,310 and $0, respectively.

During the year ended September 30, 2008, the Parent charged the Company the full cost of the
6,496,260 shares of the Parent’s stock previously acquired to cover the deferred share awards
granted in 2008 and 2007. The Company recorded the $24,570,379 cost of the shares charged
through the intercompany account as prepaid deferred share award and payable to Parent in the
accompanying consolidated balance sheet. The prepaid cost has been reduced by the expense
recognized to date for the awards. The Parent has not charged the Company for the full cost of the
awards granted during the year ended September 30, 2009.

Employee Benefit Plan

The Company has established a defined contribution 401(k) benefit plan for all eligible employees.
Employees are eligible to participate in the plan on commencement of employment with the Company
provided they have attained the age of 21. Employees with an age of 49 and under could defer salary to a
maximum of $16,500 in 2009 and $15,500 in 2008 into the plan. Employees with an age of 50 and over
could defer salary to a maximum of $22,000 and $20,500 for the years ended September 30, 2009 and
2008, respectively. The employer makes discretionary contributions at a rate of up to 15% of the
employees’ gross compensation, subject to the annual Internal Revenue Service maximum of $36,750 for
2009 and $34,500 for 2008. The Company contributed $4,125,136 and $2,576,389 to the plan for the years
ended September 30, 2009 and 2008, respectively.

Fees Derived from Major Clients

The Company’s client base is concentrated in the United States and the United Kingdom. The revenues
earned from each client vary from year to year. No client comprised 10% or more of the Company’s total
revenues during the years ended September 30, 2009 and 2008.
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Contingent Liability

The Company’s line of credit is part of a group working capital facility secured by the Parent. The facility
is supported by the Parent, the Company, and certain fellow subsidiary undertakings. As of September 30,
2009, the amount guaranteed by the Company under this arrangement was $2,585,414.

Other Related-Party Transactions

The Company has been charged certain overhead fees from the Parent and other affiliated entities of
$7,394,208 and $22,000,000 for the years ended September 30, 2009 and 2008, respectively, which are
included in fees paid to affiliated companies in the accompanying consolidated statements of operations.

The Company receives advances on a periodic basis from the Parent to fund the Company’s working
capital needs. The advances totaled $50,571,219 and $32,956,213 for the years ended September 30, 2009
and 2008, respectively.

The outstanding balance of these advances and overhead charges was $12,676,133 and $62,104,914 at
September 30, 2009 and 2008, respectively. There is no formal written agreement in place, and advances
have no stated maturity date. Management of the Parent has represented that no repayments will be
required on the outstanding balance payable to Parent through at least December 2010.

During the years ended September 30, 2009 and 2008, the Parent contributed to capital $100,000,000 and
$60,000,000, respectively, of amounts previously due to the Parent.

The Company is party to subadvisory agreements with affiliated entities for investment management
services. For the years ended September 30, 2009 and 2008, the Company earned revenue of $6,593,409
and $8,621,306, respectively, for providing subadvisory services to affiliates. Subadvisory fees paid to
affiliates for the years ended September 30, 2009 and 2008 were $30,648,669 and $26,077,131,
respectively, and these amounts are recorded as an offset to reported revenue in the accompanying
consolidated statements of operations. Amounts due to/due from affiliates are presented as separate line
items in the accompanying consolidated balance sheets.
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DETERMINATION OF "SIPC NET OPERATING REVENUES”
' AND GENERAL ASSESSMENT
) Amounts for the liscal psriod
beginning Aptil 1,.2009
and ending 5x 7 su. | 20.c9
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item Ne, — s
2a. Total revenue (FOCUS Line 12/Part 11A Line 9, Code 4030) S 2458 ol
2b. Additions:

{1) Total revenues from the securities business of subsidiaries {excep! foreign subsidiaries) and

predecessors nol included above.

(2) Net-loss from principal transactions in securities in trading accounts.

{3} Net loss trom principal transactions in commodities in trading accounts, <
{4} Interest and dividend expense deducted in delermining item 2a, o
{5) Net loss from management of or participation in the undsrwriting or distribution of securities. @
{8) Expenses other than advertising, printing, registration fees and legal tees deducted in determining net .
profit from management of or parlicipation in underwriting or distribution of securities, C
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o
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Z¢. Deductions:
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{2) Revenuas lrom commodily transactions. %}
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securities iransactions. O
[

{4) Reimbursements for poslage in connection with proxy solicitation,

{8} Net gain trom securities in investment accounts,

{6] 100% of commissions and markups eamed from transactions in {i} certilicates of deposit and
{ii} Treasury bills, bankers acceptances or commercial paper that mature nine months of less “
5

from issuance date

{7) Direct sxpernises of printing advertising and legal fees incurred in connettion with other revenue
related 1o the securities business lrevenue delined by Section 16(8}iL} of the Act). [

(8) Other revenue not felated sither directly or indirectly to the securities business,
{See Instruction C):

&
{8} (i} Total interest and dividend gxpense (FOCUS Line 22/PART 1A Line 13,
Code 4075 plus line 2b{4) above) but nol in excess )
of total interest and dividend ingome. $ [
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: Ze. General Assessment @ .0025 $ ~
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SIPC-7T Instructions

This form is 1o be filed by all members of the Securities Inveslor Prolegtion Corporation whose fisgal years end April 30, 2009 thru
December 31, 2009. The torm together with the payment is dye ne fater than 60 days alter the end of the fiscal year, or after member-
ship termination. Amounis reported herein must be readily reconsiiable with the member's records ard the Securities and Exchange
Commission Rule 17a-§ report filed. Questions pertaining to this torm should be directed 10 SIPC via e-mail a! ferm@sipt.org or by

telephening 262-371-8300,

A. For the purposes of this form, the term “SIPC Net
Operating Revenues” shall mean gross revenues from the
securities business as defined in or pursuant to the applicable
sections of the Securities fnvestor Protection Act of 1970
("Act"} and Article 6 of S1PC's bylaws (see page 4), less item
2¢(8) on page 2,

Gross revenuss of subsidiaries, except foreign
subsidiaries, are required to be included in S8IPC Nei
Operating Revenues on a gonsolidated basis sxcspt for a
subsidiary filing separately as explained hereinafter.

 a subsidiary was required to file a Rule 17a-5 annual
audited statement of income separately and is also a §IPC
member, then such subsidiary must itself file SIPC-7T, pay
the assessment, and should not be consolidated in your
SIPC-77.

SIPC Net Operaling Revenues of a predecessor member
which are notincluded in item 2a, were notreported separately
and the SIPC assessments were not paid thereon by such
predecessor, shall be included in jtem 2b{1}.

C. Your General Assessment should be computed as follows:

{1} Lina 2a For the applicable period enter total revenye

based upon amouynts reportad in your Rule 17a-5 Annual

Audited Statement of income prepared in conformity with

generally agcepled accounting principles applicable to

securities brokers and dealers. or if axempted from that

1ule, use X-17A-5 (FOCUS Report) Line 12, Code 4030.

] The purpose of the adjusiments on page 2
is 1o determine SIPC Net Operating Revenues.

{a} Additions Lines 2b(1) through 2b(7) assure that
assessable income and gain items of SIPC Nei
Operating Revenues ars lotaled, unreduced by any
losses {e.g., i a net foss was incurred for the period
from all transactions in trading account securities,
that net loss does not reduce other assessable
revenues). Thus, fins 2b(4) would include all short
dividend and intsrest payments including those
incurred in reverse conversion accounis, rehates
ont stogk foan positions and fepo interest which
have been netted in determining line 2{a),

{b} Deductions Line 2¢(1) through line 2¢(9) are sither
pravided for in the statue, as in deduction 2¢{1}; o1 are
allowed to artive at an assessment base consisting of
net operating revenues from the securities business,
For exampls, ling 2c(9) allows for a deduction of
sither the total of interest and dividend expenss (not
to exceed interest and dividend income), as reporied
on FOCUS line 22/PART 1A tine 13 {Code 4075), plus
line 2b{4} or 40% of interest sarned on customers'
securities accounts (40% of FOCUS Line 5§ Code
3860}, Be certain fo complete both line {i) and {if},
entering the greater of the two in the far right column.
Dividends paid to sharsholders are not considered
‘Expense” and thus are not to be included in the
deduction. Likewise, interest and dividends paid to
partners pursuani to the partnarship agreements
would also not be deducted.

it amounts reported on line 2c(8) aggregate in 3

excess of $100,000, documentation must accompany
the form filed, such as copies of agreements or a
reprasenialive prospectus that would reftect the
Statutory basis for the deduction,

(i) Determine your SIPC Net Opsraling Revenues,
item 2d, by adding to item 2a, the total of item 20,
and deducting the total of item 2.

Multiply SIPC Net Operating Revenues by the
applicable rate, Enter the resulting amount (but
not less than the $150 minimum) in item 2e and on
line 2A of page 1.

(ili) Enter on line 2B the date the $150 assessment
payment was made in January, February, or March
2008, it applicable.

(iv) Subtract line 2B lrom line 2A and enier the
difference on line 20. This is the balance due lor
the period.

{v} Enter interest computed on lale payment (it
applicable) on line 2D.

(vi} Enter the tolal due on lins 2L and the payment of
the amount due on line 27,

D. Any SIPC member which is also a bank (as defined in
the Becurities Exchange Act of 1934) may exclude from SIPC
Net Operating Revenues dividends and interest received op
securities in its invesiment accounts lo the exient that it
can demonstrate to 8IPC's satisfaction that such securities
are held, and such dividends and interest are received,
solely in connection with its operations as a bank and not in
connection with s operations as a broker, dealer or member
of a national securities exchange. Any membar who excludes
from SIPC Net Operating Revenues any dividends or inleresl
Pursiant fo the preceding senlence shall file with thiz form
& supplementary statement seiting forth the amount 3o
exciuded and proof of its entitlement to such exclusion,

e,
Pt

E. ; 8 ! all or any part of assessment
payable under Section 4 of the Act has not been received within
15 days after the due date theraol, the mamber shall pay, in
addition to the amount of the assessment, interest at the rate
of 20% per annum on the unpaid porlion of the assessment
for sach day it has been overdue. If any broker or dealer has
incorrectly tited a claim for exclusion from membership in the
Cotporation, such broker of dealer shall pay, in addition 1o
assessments due, interest at the rate of 20% pet annum on the
unpaid assessment for sach day it has not been paid since the
date on which it should have been paid,

F. Securities and Exchange Commission Rule 17a-5{e}
{4) requires those who are not exempted from the audi
requirement of the rule and whose gross revenues are in

.excess of §500,000, to file & supplemental independent

publlc accountants report covering this SIPC-77 no later
than 60 days atter thelr fiscal year sngs,

Mail this completed form to Sipe together with & check
for the amount due, made payable to SIPC, using the
enclosed return envelope.




From Section 16(8) of the Act:

The term “gross revenues from the securilies business” means the sum of {but without duplicationj—

(A} commissions earned in (conneciiﬂ{s with transactions in securities effected tor customers as agen! {net of commissions paid
o o!?er.br?kefs and dealers in connection with such transactions} and markups with respect 1o purchases o7 sales of securities
as pringipal;

{B} chargas for exgcuting or clearing transactions in securities for other brokers and dealers,

(G} the net realized gain, i any, from principal transactions in securities in trading accounts;

{D) the net profil, if any, from the management of or participation in the underwriting or distribution of secusities;
(€} interest darned on customers’ securities accounts:

{F) fees for investmant adyisory services {except when rendered 1o ona of more registered investment companies of insurance
company separate accounts) or accaunl supervision with respect 1o securities;

(G} fees for the solicitation of proxies with respect to. ot tenders or exchanges of, securities;
(H} income from service charges or other surcharges with respect to secyrities;

{1} except as otherwise provided by rule of the Commission, dividends and interest received on securities in investment ae-
counts of the broker or dealer;

{4} fees in connection with put, call, and other oplions transactions in securities;

{K} commissions garned for transactions in (i} certificates of deposit, and {ii} Treasury bills, bankers acceptances, or commer-
cial paper which have a raaturity at the time of issuance of not exceeding nine months, exclusive of days of grace, or any renewal
thereo!, the maturity of which is likewise limited, axcept that $IPC shall by bylaw include in the aggregate of gross revenues only
an approptiate percentage of such commissions based on 8iPC's loss experience with respect 1o such instruments over af least
the preceding five years; and '

(L) tees and other income from such other categories of ihe securities business as SIPC shall provide by bylaw,

Such term does not include revenues seceived by a broker or dealer in connaction with the distribution of shares of a registered
open end investment company of unit investment trust or tevenues derived by a broker or dealer from the sales of variable annui-
ties, the business of insurance, or transactions in security futures products,

From Section 16(14) of the Act: :

The term “Security” means any nole, stock. treasury stock, bond, debenture. evidencs of indebledness. any collaleral trust centificate, -
prenrganization certificate or subscription, transierable share, yoting irust cerlificate, certiticate of deposit, certificate of deposit for
a security, or any security future as that lerm is defined in section 78c(a}581A} of this titie, any investment coniraet or certificate

of interest or participalion in any profil-sharing agreement or in any all, gas or mineral royally or lease {if such invesiment contract
or interest is the subject of a registration statement with the Commission pursuant to the provisions of the Securities Act of 1933 {15
U.8.C. 773 ¢! seq.]), any put, call, straddle, option, or priviiege on any security, o group or index of securities {including any inferest
therein or based on the value thereof). or any pul, call, straddle, oplion, of privilege entered info on a national securities gxchange
relating to foreign currency, any certificate of interest or participation In, temporary or interim certificate for, receipt fo1, guarantee
of, or wartant or right to subscribe to or purchase or self any of the foregeing, and any other instrument commonly known as a secu-
rity. Except as spetifically provided above, the term “security” doss not inctude any currenty, or any commodity or relaled contract or
fulures contract, or any warrant or right 1o subscribe to or purchase or seil any of the foreguing.

From SIPC Bylaw Article 6 {Assessments):

Section 1(f): . N
The term “gross revenues from the securities business” includes the revenues in the delinition of gross revenuves from the securities

business set ferth in the applicable sactions of the Act.

Section 3:

For purpose of this article: e
{a} The term "securities in irading accounts® shall mean securities held for sale in the ordinary course of business and not identified
as having been held for invesiment,

{bj The term “securities in investment accounts” shall mean securities that are clearly identified as having been acauired for invest:
ment in accordance with provisions of the Internal Revenue Code applicabls to dealers in securities.

{c) The term “iees and other income from such other categories of the securities business® shall mean all revenue related sither )
directly or indirectly to the securities business excepl revenue included in Section 18{9){A}-{L) and revenue specifically excepted in
Section 4{¢}{3)(C){{tem 2¢{1), page 2).

Notar It the amount of assessment anleced oa line 2e of SIPC.7T s Graster than 12 of 1% of "gross ravartues Hom e sesuriios business” as delined above, you M3y SubRY! ihal caltuiahos
clong with the SIPL-TT foem to SIPC and pay the simaller amount, subject o tevitw by your Exammipg Authonty and by 81PC,

»
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