








Close Brothers Limited

We have audited the financial statements of Close Brothers Limited for the year ended 31st July,
2009 which comprise the Consolidated Profit and Loss Account, the Consolidated and Parent
Company Balance Sheets, the Consolidated Statement of Total Recognised Gains and Losses and
the related notes 1 to 31. The financial reporting framework that has been applied in their preparation
is applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted
Accounting Practice).

This report is made solely to the companyss members, as a body, in accordance with sections 495
and 496 of the Companies Act 2006. Our audit work has been undertaken so that we might state to
the companys members those matters we are required to state to them in an auditorse report and for
no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the company and the companys members as a body, for our audit work, for this
report, or for the opinions we have formed.

Respective responsibilities of directors and auditors

As explained more fully in the Directorse Responsibilities Statement included in the Report of the
Directors, the directors are responsible for the preparation of the financial statements and for being
satisfied that they give a true and fair view. Our responsibility is to audit the financial statements in
accordance with applicable law and International Standards on Auditing (UK and Ireland). Those
standards require us to comply with the Auditing Practices Boardes (APB's) Ethical Standards for
Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from material
misstatement, whether caused by fraud or error. This includes an assessment of: whether the
accounting policies are appropriate to the groupes and the parent companyss circumstances and have
been consistently applied and adequately disclosed; the reasonableness of significant accounting
estimates made by the directors; and the overall presentation of the financial statements.

Opinion on financial statements
In our opinion the financial statements:

€ give a true fair view of the state of the groupes and the parent companyss affairs as at 31st July,
2009 and of the groupes profit for the year then ended,;

€ have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice; and

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

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Report of the Directors for the financial year for which the
financial statements are prepared is consistent with the financial statements.

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires
us to report to you if, in our opinion:

€ adequate accounting records have not been kept by the parent company, or returns adequate
for our audit have not been received from branches not visited by us; or

€ the parent company financial statements are not in agreement with the accounting records and
returns; or

€ certain disclosures of directorse remuneration specified by law are not made; or
€ we have not received all the information and explanations we require for our audit.

David Rush (Senior Statutory Auditor)

For and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditors
London, United Kingdom

25th September, 2009

An audit does not provide assurance on the maintenance and integrity of the website, including controls used to
achieve this, and in particular on whether any changes may have occurred to the financial statements since first
published. These matters are the responsibility of the directors but no control procedures can provide absolute
assurance in this area. Legislation in the United Kingdom governing the preparation and dissemination of financial
statements differs from legislation in other jurisdicions.



CONSOLIDATED PROFIT AND LOSS ACCOUNT

For the year ended 31st July, 2009

Interest receivable
Interest payable

Net interest income

Fees and commissions receivable
Fees and commissions payable
Other operating income

Other income
Operating income

Administrative expenses

Depreciation

Impairment losses on loans and advances
Amortisation of goodwill

Total operating expenses

Profit on ordinary activities before taxation
Taxation on profit on ordinary activities

Profit on ordinary activities after taxation
Minority interests — equity

Profit attributable to shareholders
Dividends paid

Retained profit for the year

All income and profits are in respect of continuing operations.

*Re-presented (see note 1(b)).

Note
4

12

11

23

Year ended Year ended

31st July,  31st July,
2009 2008*
£m £m

346.4 3741
(171.7) (214.5)
174.7 159.6
65.7 58.2
(5.6) (5.2)
11.2 7.4
71.3 60.4
246.0 220.0
120.6 105.5
10.1 8.0
59.9 27.5
2.1 1.2
192.7 142.2
53.3 77.8
16.5 22.0
36.8 55.8
(0.4) 0.3
37.2 55.5
19.1 35.5
18.1 20.0

CONSOLIDATED STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

For the year ended 31st July, 2009

Profit attributable to shareholders
Exchange adjustment

Available for sale reserve

Cash flow hedging reserve

Taxation on movement of other reserves

Total recognised gains and losses relating to the year

Note

24
24

2009 2008
£m £m
37.2 55.5
0.9 0.2
(20.3) (22.2)
(15.6) (0.1)
10.1 6.5
12.3 39.9




Close Brothers Limited

CONSOLIDATED BALANCE SHEET

At 31st July, 2009

Note 2009 2008*
£m £m

Assets
Cash and balances at central banks 1.7 1.5
Loans and advances to banks 7 156.3 248.6
Loans and advances to customers 8 2,364.9 2,232.2
Debt securities 10 2,256.9 2,090.5
Derivative financial instruments 9 32.5 10.9
Intangible fixed assets — goodwill 11 23.2 22.9
Tangible fixed assets 12 341 22.6
Deferred taxation 19 22.5 15.3
Prepayments, accrued income and other assets 113.2 76.7
Total assets 5,005.3 4,721.2
Liabilities
Deposits by banks 13 48.0 298.2
Deposits by customers 14 2,918.5 2,641.7
Bank loans and overdrafts 15 1,322.0 848.5
Debt securities — loan notes issued 16 21.4 19.7
Derivative financial instruments 9 21.9 1.9
Amounts due to group undertakings 17 105.3 2331
Non-recourse borrowing — 165.0
Subordinated loan capital 20 75.0 75.0
Accruals, deferred income and other liabilities 18 170.7 108.5
Total liabilities 4,682.8 4,391.6
Shareholders funds
Called up share capital 21 82.5 82.5
Profit and loss account 23 295.1 266.0
Other reserves 24 (56.8) (20.9)
Total equity shareholders funds 320.8 327.6
Minority interests — equity 1.7 2.0
Total liabilities and shareholders funds 5,005.3 4,721.2
*Re-presented (see note 1(b)).
Memorandum items
Contingent liabilites — guarantees 25 10.0 10.4
Commitments — other 26 326.9 329.7

Approved and authorised for issue by the Board of Directors on 25th September, 2009 and signed on

its behalf by:

S.R. Hodges
Director



COMPANY BALANCE SHEET

At 31st July, 2009

2009 2008
Note £m £m

Assets
Cash and balances at central banks 1.7 1.5
Loans and advances to banks 7 15.2 29.9
Loans and advances to customers 8 831.2 693.9
Debt securities 10 1,999.5 1,752.2
Derivative financial instruments 9 31.6 10.4
Investments in subsidiaries 11 122.4 1191
Amounts due from group undertakings 1,352.6 1,367.8
Tangible fixed assets 12 2.7 1.3
Prepayments, accrued income and other assets 84.4 47.8
Total assets 4,441.3 4,023.9
Liabilities
Deposits by banks 13 33.0 288.2
Deposits by customers 14 2,241.9 1,855.2
Bank loans and overdrafts 15 1,315.1 836.8
Derivative financial instruments 9 21.1 1.6
Amounts due to group undertakings 17 464.0 544.3
Non-recourse borrowing - 165.0
Subordinated loan capital 20 75.0 75.0
Accruals, deferred income and other liabilities 18 113.1 53.0
Total liabilities 4,263.2 3,819.1
Shareholders funds
Called up share capital 21 82.5 82.5
Profit and loss account 23 152.4 143.2
Other reserves 24 (56.8) (20.9)
Total equity shareholders funds 178.1 204.8
Total liabilities and shareholders funds 4,441.3 4,023.9
*Re-presented (see note 1(b)).
Memorandum items
Contingent liabilites — guarantees 25 8.9 8.9
Commitments — other 26 77.4 113.4

Approved and authorised for issue by the Board of Directors on 25th September, 2009 and signed on

its behalf by:

S.R. Hodges
Director



Close Brothers Limited

THE NOTES

1.

Accounting policies

The principal accounting policies are summarised below. They have all been applied consistently
throughout the year and the preceding year.

(@)

Format of financial statements

The group and company financial statements are prepared in accordance with the special
provisions of Schedule 2 of SI2008 No. 410 of the Companies Act 2006 relating to banking
groups and are prepared in accordance with applicable accounting standards and Statements of
Recommended Practice issued by the British Bankers’ Association and the Finance and Leasing
Association.

Re-presentation of income statement and balance sheet

During the period the group has undertaken a review of the presentation in its primary financial
statements seeking to enhance the ease of comprehension of users of the accounts, better to
align disclosed statutory information both with the way management information is presented
internally and with externally disclosed KPls, and to respond to evolving market practice. The
revised presentation of the consolidated income statement and balance sheet provides a clearer
base from which to analyse the results and position of the group and is more closely aligned to
market practice and the way the group is managed.

In prior years, the group has presented debt financial instruments on the basis of their FRS 26
“Financial Instruments: Recognition and Measurement” categorisation on the face of the
consolidated and company balance sheet. These instruments are now presented as “Debt
securities”. Certain line items have also been combined with the relevant breakdowns being
provided in the relevant notes. The prior period comparatives have therefore been re-presented
for consistency.

To enable proper comparisons and in line with the treatment adopted for the 2009 income
statement, the 2008 comparative information has also been re-presented for certain fee income
and expense items and for interest income and expense. This has resulted in interest income
increasing by £16.7 million and interest expense increasing by £1.2 million with a decrease in fee
and commission income of £29.2 million and a decrease in fee and commission expense of
£18.7 million. The impact on 2009 has been to increase interest income and expense by

£15.1 million and £2.6 million respectively and to decrease fee and commission income and
expense by £27.5 milion and £15.0 million respectively. There has been no impact on operating
income or profit attributable to the shareholders of the company or the KPI's disclosed in the
Report of the Directors section of this annual report.

Accounting convention

The financial statements have been prepared under the historical cost convention, except for the
revaluation of financial assets and liabilities held at fair value through profit or loss, available for
sale financial assets and all derivative contracts. The preparation of financial statements in
accordance with United Kingdom Generally Accepted Accounting Practice (‘UK GAAP”) requires
the use of certain critical accounting estimates. It also requires management to exercise
judgement in the process of applying the group’s accounting policies. These notes set out areas
involving a higher degree of judgement or complexity or areas where assumptions are significant
to the financial statements. These areas include the fair value of financial assets and liabilities and
impairment losses on loans and advances.

The financial statements have been prepared as a going concern as set out in the going concern
section in the Report of the Directors.

Net interest income

Interest on loans and advances made by the group, and fee income and expense and other
direct costs relating to loan origination, restructuring or commitments are recognised in the profit
and loss account using the effective interest rate method. This method applies a rate that
discounts estimated future cash payments or receipts to the net carrying amount of the financial
instrument. The cash flows take into account all contractual terms of the financial instrument
including transaction costs and all other premiums or discounts but not future credit losses.
Interest on impaired financial assets is recognised at the original effective interest rate applied to
the carrying amount as reduced by an allowance for impairment.

Fees and commissions

Where fees, that have not been included within the effective interest rate calculation, are earned
on the execution of a significant act, such as fees arising from negotiating or arranging a
transaction for a third party, they are recognised as revenue when that act has been completed.
Fees and corresponding expenses in respect of other services are recognised in the profit and



THE NOTES

Accounting policies continued

loss account as the right to consideration or payment accrues through performance of services.
To the extent that fees and commissions are recognised in advance of billing they are included as
accrued income or expense.

Loans and advances to customers

Loans and advances are recognised when cash is advanced to borrowers at cost including any
transaction costs and are classified as loans and receivables under FRS 26. They are then
amortised using the effective interest rate method and recorded net of provisions for impairment
losses. Impairment provisions are made if there is objective evidence of impairment as a result of
one or more loss events regarding a significant loan or a portfolio of loans (“a loan”) and which
has an impact that can be reliably estimated.

The amount of the loss is measured as the difference between the loan’s carrying amount and
the present value of estimated future cash flows, excluding future credit losses that have not
been incurred, and discounted at the original effective interest rate. As the loan amortises over its
life, the impairment loss may amortise. All impairment losses are reviewed at least at each
reporting date. If subsequently the amount of the loss decreases as a result of a new event, the
relevant element of the outstanding impairment loss is reversed through the profit and loss
account.

For loans that are not considered individually significant, the group adopts a formulaic approach
which allocates a loss rate dependent on the overdue period. Loss rates are based on the
discounted expected future cash flows and are regularly benchmarked against actual outcomes
to ensure they remain appropriate.

Finance leases, operating leases and hire purchase

A finance lease is a lease or hire purchase contract that transfers substantially all the risks and
rewards incidental to ownership of an asset to the lessee. Finance leases are recognised as loans
at an amount equal to the gross investment in the lease discounted at its implicit interest rate.
Finance charges on finance leases are taken to income in proportion to the net funds invested.
Rental costs under other leases and hire purchase contracts are charged to the profit and loss
account in equal annual amounts over the period of the leases.

Debt securities
Fair values of all financial instruments are obtained from independent open market sources, or
discounted cash flow models based on prevailing market rates.

Floating rate notes held to maturity

These are investments with fixed or determinable payments that are held with the intention and
ability to hold to maturity. They are initially recognised at fair value including direct and incremental
transaction costs and subsequently valued at amortised cost, using the effective interest rate
method. The resulting balance is reduced for amounts which are considered to be impaired or
uncollectable.

Financial instruments classified as available for sale

These are recognised at fair value plus any directly attributable purchase costs, with changes
being accounted for through equity. If such an asset is sold or there is objective evidence that it is
impaired, the cumulative gains and losses recognised in equity are recycled to the profit and loss
account. In subsequent periods if the fair value of an available for sale debt security increases
due to an event which occurred after the impairment loss was recognised, the impairment loss is
reversed through the profit and loss account.

Certificates of deposit classified as loans and receivables under FRS 26
These are purchased for liquidity purposes and normally held to maturity. They are unlisted and
due to mature within one year and are valued at amortised cost.

Tangible fixed assets

Tangible fixed assets held for long term investment, are stated at cost less accumulated
depreciation and less provisions for impairment, if any. The provision for depreciation on these
assets is calculated to write off their cost over their estimated useful lives by equal annual
instalments as follows:

Fixtures, fittings and equipment 10%-33%
Motor vehicles 25%
Freehold and long leasehold property 2.5%
Short leasehold property Over the length of the lease

No depreciation is provided in respect of freehold land, which is stated at cost.



Close Brothers Limited

THE NOTES

Accounting policies continued

Foreign currencies

For the company and those subsidiaries whose balance sheets are denominated in sterling,
monetary assets and liabilities denominated in foreign currencies are translated into sterling at the
closing rates of exchange at the balance sheet date. Foreign currency transactions are translated
into sterling at the average rates of exchange over the year and exchange differences arising in
these cases are taken to the profit and loss account.

The balance sheets of subsidiaries denominated in foreign currencies are translated into sterling
at the closing rates. The profit and loss accounts for these subsidiaries are translated at the
average rates and exchange differences arising in these cases are taken to reserves.

Current taxation

Current taxation is the expected tax payable on the taxable profit for the year. Taxable profit
differs from net profit as reported in the income statement because it excludes items of income
and expense that are taxable or deductible in other years and items that are never taxable or
deductible. The group’s liability for current taxation is calculated using tax rates that have been
enacted or substantively enacted by the balance sheet date.

Deferred taxation

Deferred taxation is provided in full on material timing differences, at the rates of taxation
expected to apply when these differences crystallise, arising from the inclusion of items of income
and expenditure in taxation computations in periods different from those for which they are
included in the financial statements. A net deferred tax asset is regarded as recoverable and
therefore recognised only to the extent that, on the basis of all available evidence, it can be
regarded as more likely than not that there will be suitable taxable profits from which the future
reversal of the underlying timing differences can be deducted.

Goodwill

Before 1st August, 1998, goodwill arising on the acquisition of business assets, representing the
excess of the purchase consideration over the fair value ascribed to the net tangible assets, was
written off to reserves. From 1st August, 1998, as required by FRS 10, such goodwill arising has
been capitalised in intangible assets and is amortised in equal annual instalments, unless there is
impairment, over its estimated useful life of up to 20 years.

Pensions

Contributions to defined contribution schemes are charged in the profit and loss account when
they become payable. For the group’s one defined benefits scheme, which was closed to new

entrants in 1996 and involved 78 members at 31st July, 2009, the cost of providing pensions is
charged to the profit and loss account so as to spread the cost for those employees over their

expected service lives.

Derivative financial instruments (“derivatives”) and hedge accounting

Derivatives are used to minimise the impact of interest and currency rate changes to financial
assets and liabilities. Such derivatives meet the FRS 26 criteria for hedge accounting. They are
carried on the balance sheet at fair value which is obtained from quoted market prices in active
markets, including recent market transactions, and discounted cash flow models.

On acquisition, a derivative is designated as a hedge and the group formally documents the
relationship between the derivative and the hedged item. The group also documents its
assessment, both at hedge inception and on an ongoing basis, of whether the derivative is highly
effective in offsetting changes in fair values or cash flows of hedged items. If a hedge was
deemed partially ineffective but continues to qualify for hedge accounting, the amount of the
ineffectiveness, taking into account the timing of the expected cash flows where relevant, would
be recorded in the profit and loss account. If the hedge is not, or has ceased to be, highly
effective the group discontinues hedge accounting.

For fair value hedges, changes in the fair value are recognised in the profit and loss account,
together with changes in the fair value of the hedged item. For cash flow hedges, the fair value
gain or loss associated with the effective proportion of the cash flow hedge is recognised initially
directly in equity and recycled to the profit and loss account in the period when the hedged item
affects income.

Financial liabilities

Financial liabilities are classified as other liabilities. Other financial liabilities are initially measured at
fair value, net of transaction costs. They are subsequently measured at amortised cost using the
effective interest rate method, with interest expense recognised on an effective yield basis.
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Accounting policies continued

Investments in subsidiaries
Investments in subsidiaries are stated at cost less provision for impairment in value.

Share-based payments

Close Brothers Group Plc, the ultimate parent company, has for many years operated long term
incentive arrangements in which group employees have participated. These include an annual
discretionary performance arrangement (“DSA”) and three long term equity based incentive
schemes (“Incentive Schemes”); the 2004 Long Term Incentive Plan (“LTIP”), the 1995 Executive
Share Option Scheme and the Inland Revenue approved Savings Related Share Option Scheme.
The group has applied FRS 20 to all grants of equity instruments under these Incentive Schemes
after 7th November, 2002.

The costs of the DSA are based on the salary of the individual at the time the award is made.
The value of the share award at the grant date is charged to the group’s profit and loss account
in the year to which the award relates.

The cost of the Incentive Schemes is based on the fair value of awards on the date of grant. Fair
values are determined using a stochastic pricing model (Monte Carlo simulation) for the LTIP and
the Black-Scholes pricing model for the others. Both models take into account the exercise price
of the option, the current share price, the risk free interest rate, the expected volatility of the
company’s share price over the life of the option award and other relevant factors. The stochastic
pricing model is also used to calculate the fair value of the market related element of the LTIP
awards by comparing the CBG Group’s Total Shareholder Return (“TSR”) performance against a
comparator group of companies. Vesting conditions are not taken into account when measuring
fair value, but are reflected by adjusting the number of shares in each award such that the
amount recognised reflects the number that are expected to, and then actually do, vest. The fair
value is expensed in the profit and loss account on a straight line basis over the vesting period,
with a corresponding credit to the share-based awards reserve. At the end of the vesting period,
or upon exercise, lapse or forfeit if earlier, this credit is transferred to retained reserves. Further
information on the groups schemes are provided in note 22.

Cash flow statement
The company has taken advantage of the exemption within FRS 1 (Revised) for 90 per cent or
more owned subsidiaries. Accordingly, it has not presented a cash flow statement.

Basis of consolidation

The consolidated accounts incorporate the financial statements of the company and the entities it
controls (“subsidiaries”) using the acquisition method of accounting. Control exists where the
company has the power to govern an entity’s financial and operating policies. The results of
subsidiaries are included in the consolidated income statement from the date control transfers to
the company to the date control transfers from the company.

Under the acquisition method of accounting, the assets, liabilities and contingent liabilities of a
subsidiary are measured at their fair values at the date of acquisition with the interest of minority
shareholders stated at the minority’s proportion of these amounts. Any excess of the cost of
acquisition over these net assets is capitalised as goodwill. All intra-group balances, transactions,
income and expenses are eliminated.

Administrative expenses 2009 2008
£m £m
Staff costs:
Wages and salaries 64.2 59.4
Social security costs 7.5 6.7
Share-based awards — 0.9
Other pension costs 2.7 2.8
Total staff costs 74.4 69.8
Other administrative expenses 46.2 35.7
Total administrative expenses 120.6 105.5

The average number of persons employed by the group during the year was 1,422 (2008: 1,330)
and by the company was 342 (2008: 272).
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THE NOTES

3. Information regarding directors
Directors’ fees were £nil (2008: £nil) and directors’ emoluments, excluding pension contributions,
were £3,121,000 (2008: £2,421,000).

The highest paid director received emoluments of £676,000 (2008: £906,000) and pension
contributions of £24,000 (2008: £nil).

Contributions paid to money purchase pension schemes, of which six directors were members,
amounted to £107,000 (2008: £42,000). Two directors were members of a defined benefits
pension scheme, and the company paid £87,000 to the scheme on their behalf (2008: £60,000).

4. Profit on ordinary activities before taxation 2009 2008

£m £m
The profit on ordinary activities before taxation is stated after charging:
Auditors’ remuneration:

Audit fees 0.7 0.6
Taxation services 0.1 -
Other services 0.1 0.1
Operating lease rentals payable 4.9 4.0
Interest receivable and similar income arising from debt securities 79.2 109.6
Other interest receivable and similar income 267.2 264.5

Total interest receivable and similar income 346.4 3741

Total fee income and expense (other than calculated using the
effective interest rate method) on financial instruments that are
not at fair value through profit and loss:

Fee income 52.5 45.7
Fee expense 4.0 4.8
Aggregate rentals received in respect of finance leases
and hire purchase contracts 596.7 563.2
Aggregate rentals received in respect of operating leases 10.3 5.2
Substantially all income, profits and net assets relate to banking activities which are located in the
British Isles.
5. Taxation on profit on ordinary activities 2009 2008
£m £m
UK corporation taxation 20.3 22.9
Overseas taxation 0.4 0.5
Prior year over provision (1.8) 0.1)
Current year taxation charge 18.9 23.3
Deferred taxation (note 19) (2.4) (1.3)
Taxation on profit on ordinary activities 16.5 22.0
Reconciliation to current year taxation charge:
Operating profit on ordinary activities before taxation 53.3 77.8
Taxation on above operating profit at 28% (2008: 29.3%) 14.9 22.8
Goodwill amortisation disallowed 0.5 0.4
Effect of different tax rates in other jurisdictions (0.3) (1.4)
Disallowable expenses and other permanent differences 0.7 (0.7
Origination and reversal of timing differences 4.9 2.3
Prior year over provision (1.8) (0.1)

Current year taxation charge 18.9 23.3
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6. Profit of parent undertaking

As permitted by Section 408(3) of the Companies Act 2006, the profit and loss account of the
parent undertaking is not presented as part of these financial statements. The parent
undertaking’s profit for the financial year, before dividends payable, amounted to £18.0 million

(2008: £62.3 million).

7. Loans and advances to banks

Repayable:

On demand

Within three months

Between three months and one year

Total loans and advances to banks

Group Company
2009 2008 2009 2008
£m £m £m £m
143.0 211.9 9.9 28.3
11.2 36.6 5.2 1.5
2.1 0.1 0.1 0.1
156.3 248.6 15.2 29.9

Loans and advances to banks are classified as loans and receivables under FRS 26.

8. Loans and advances to customers

Loans and advances comprise:

Hire purchase agreement receivables
Finance lease receivables

Other loans and advances

Total loans and advances to customers

Group Company
2009 2008 2009 2008
£m £m £m £m
834.1 792.0 — —
242.9 214.8 — —
1,287.9 1,225.4 831.2 693.9
2,364.9 2,232.2 831.2 693.9

The aggregate cost of assets acquired for the purpose of letting under finance leases and hire
purchase agreements was £1,698.4 million (2008: £1,660.8 million).

Loans and advances are repayable:
Within three months

Between three months and one year
Between one and two years
Between two and five years

After more than five years
Impairment losses

Total loans and advances to customers

Impairment losses on loans and advances:

Opening balance
Charge for the year
Amounts written off net of recoveries

Closing balance

Group Company
2009 2008 2009 2008
£m £m £m £m
745.6 785.5 351.4 328.6
827.6 738.5 415.3 340.5
425.1 360.0 72.0 26.2
426.3 385.5 23.3 14.2
115 13.0 — —
(71.2) (50.3) (30.8) (15.6)
2,364.9 2,232.2 831.2 693.9
Group Company
2009 2008 2009 2008
£m £m £m £m
50.3 44.4 15.6 9.6
59.9 27.5 23.9 8.1
(39.0) (21.6) (8.7) (2.1)
71.2 50.3 30.8 15.6

The amount of interest income accrued on impaired loans and advances was £13.9 million

(2008: £6.1 million).
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THE NOTES

9. Derivative financial instruments

Group
2009 2008
Notional Assets Liabilities Notional Assets Liabilities
£m £m £m £m £m £m
Exchange rate
contracts 707.7 21.5 8.0 100.3 3.1 0.3
Interest rate contracts 2,029.7 11.0 13.9 1,221.5 7.8 1.6
Total derivative
financial instruments 2,737.4 32.5 21.9 1,321.8 10.9 1.9
Company
2009 2008
Notional Assets Liabilities Notional Assets Liabilities
£m £m £m £m £m £m
Exchange rate
contracts 630.7 20.6 7.2 35.3 2.7 0.1
Interest rate contracts 2,029.7 11.0 13.9 1,221.5 7.7 1.5
Total derivative
financial instruments  2,660.4 31.6 211 1,256.8 10.4 1.6

Nominal amounts of interest rate contracts for the group and the company totalling

£1,312.0 million (2008: £603.3 million) and exchange rate contracts totalling £372.3 million
(2008: £19.7 million) have a residual maturity of more than one year. The group enters into
derivative contracts with a number of financial institutions as a principal to minimise the impact of
interest and currency rate changes to its financial assets and liabilities. Notional value of
exchange rate contracts has increased £607.4 million due to an increase in euro and US dollar
denominated wholesale funding in the year. Notional value of interest rate contracts has
increased £808.2 million reflecting over £1 billion of additional funding raised from term retail
deposits. Included in the above Group and Company figures are the following FRS 26 fair value
hedges and FRS 26 cash flow hedges:

Fair value hedges:

2009 2008
Notional Assets  Liabilities Notional Assets Liabilities
£m £m £m £m £m £m
Exchange rate
contracts 4641 11.6 2.7 19.7 2.6 —
Interest rate contracts  1,002.0 8.9 — 32.5 1.4 —
Total fair value hedges 1,466.1 20.5 2.7 52.2 4.0 —
Cash flow hedges:
2009 2008
Notional Assets  Liabilities Notional Assets Liabilities
£m £m £m £m £m £m
Exchange rate
contracts 128.3 6.6 2.1 19.7 — —
Interest rate contracts  1,027.7 2.1 13.9 1,208.7 6.4 1.6
Total cash flow hedges 1,156.0 8.7 16.0 1,228.4 6.4 1.6

The fair value hedges hedge the interest rate and foreign exchange risks in recognised financial
assets and liabilities; the gain on the hedge item was £17.8 million (2008: £4.2 million gain) which
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9. Derivative financial instruments continued

was perfectly offset by the hedging instrument. The cash flow hedges relate to exposure to future
interest payments or receipts on recognised financial instruments and on forecast transactions for

periods of up to 5 years; there was immaterial ineffectiveness.

The cash flow hedge amount that was removed from equity and included in profit and loss for

the years ended 31st July, 2009 and 2008 were immaterial.
The amount recognised in equity for cash flow hedges was a debit of £15.6 million (2008:

£0.1 million debit).

10.

Debt securities

2009

Certificates of deposit

Floating rate notes

Gilts and government guaranteed debt

2008
Certificates of deposit
Floating rate notes

2009

Certificates of deposit

Floating rate notes

Gilts and government guaranteed debt

2008
Certificates of deposit
Floating rate notes

Group
Held to  Available Loans
maturity for sale and
assets assets receivables Total
£m £m £m £m
- - 1,202.2 1,202.2
15.0 754.7 - 769.7
- 285.0 - 285.0
15.0 1,039.7 1,202.2 2,256.9
Held to Available Loans
maturity for sale and
assets assets receivables Total
£m £m £m £m
- - 1,324.2 1,324.2
15.0 751.3 - 766.3
15.0 751.3 1,324.2 2,090.5
Company
Available Loans
for sale and
assets receivables Total
£m £m £m
- 959.8 959.8
754.7 - 754.7
285.0 - 285.0
1,039.7 959.8 1,999.5
Available Loans
for sale and
assets receivables Total
£m £m £m
- 1,000.9 1,000.9
751.3 - 751.3
751.3 1,000.9 1,752.2
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10. Debt securities continued

Movements on financial assets classified as available for sale for group and company during the
year comprise:

Gilts and
government
guaranteed Floating

debt rate notes Total
£m £m £m
At 1st August, 2008 — 751.3 751.3
Additions 286.0 — 286.0
Maturities — (20.0) (20.0)
Exchange movements — 44.4 44.4
Movement in fair value (1.0) (21.0) (22.0)
At 31st July, 2009 285.0 754.7 1,039.7

All floating rate notes classified as available for sale are listed and £21.5 million (2008: £21.0 million)
have been issued by bank holding companies, the remainder by banks and building societies.

Group
2009 2008
Book value Fair value Book value  Fair value
. ) o £m £m £m £m
Certificates of deposit classified as loans
and receivables 1,202.2 1,207.9 1,324.2 1,324.0
Floating rate notes held to maturity 15.0 14.4 15.0 14.9

The company has certificates of deposits classified as loans and receivables with a book value
and fair value of £959.8 million and £964.7 million respectively (2008: £1,000.9 million and
£1,000.7 million respectively). The company had £nil (2008: £nil) floating rate notes held to maturity.

£8.0 million (2008: £nil) of the floating rate notes held to maturity were due to mature within one year.

The directors believe that the fair value of the group’s other non-trading financial instruments
materially equate to their book value.

With respect to disposals during the year of available for sale assets, £nil (2008: £0.1 million loss)
was removed from equity and recognised in the income statement. The amount recognised in
equity during the period was a debit of £20.3 million (2008: £22.1 million).

11.

Investments in subsidiaries

The group’s principal subsidiaries at 31st July, 2009 were:

Name of company Principal activity Percentage of Country of

equity held registration

by group  and operation

Close Asset Finance Limited Commercial asset financing 100 England
Close International Bank

Holdings Limited Private banking holding company 100 Guernsey

Close Invoice Finance Limited Debt factoring and invoice discounting 100 England

Close Motor Finance Limited Motor financing 100 England

The movements in the company’s investments in subsidiaries was as follows:

£m
At 1st August, 2008 119.1
Investments in subsidiaries during the year 3.3
At 31st July, 2009 122.4
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11. Investments in subsidiaries continued

The company purchased 100% of Kaupthing Singer & Friedlander Premium Finance Limited

on

5th August, 2008. In addition, the Group purchased 75.1% of the shares in Commercial Vehicle

Solutions Limited on 6th August, 2008. The fair value of the net assets of these acquisitions,
which have been consolidated using acquisition accounting, is shown below:

Loans and advances to customers
Trade and other receivables
Tangible fixed assets

Other assets

Total assets

Bank loans and overdrafts
Trade and other payables
Accruals and deferred income
Other liabilities

Total liabilities

Net assets acquired
Cash and deferred consideration relating to purchase of shares from shareholders

Goodwill arising

The movement of goodwill was as follows:

Original cost capitalised at 1st August, 2008
Amortisation in prior years

Net book value at 1st August, 2008

Amortisation for the year

Goodwill arising from the acquisition of above subsidiaries

Goodwill arising from purchases of minority interests and other movements

Net book value at 31st July, 2009

Total
£m

84.7
4.7

The book value of assets and liabilities immediately before the acquisitions approximate the fair

value.
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12. Tangible fixed assets

Land Fixtures,
and Operating ~ fittings and Motor
buildings leases  equipment vehicles Total
£m £m £m £m £m
Group
Cost:
At 1st August, 2008 2.0 22.9 29.9 2.0 56.8
Acquisitions — 6.4 0.1 — 6.5
Additions 0.5 124 4.8 0.3 18.0
Disposals 0.1) 4.3) (4.5) (0.5) (9.4)
At 31st July, 2009 2.4 37.4 30.3 1.8 71.9
Depreciation:
At 1st August, 2008 1.3 9.8 22.2 0.9 34.2
Charge for the year 0.3 5.9 3.4 0.5 10.1
Disposals — (2.7 (3.4) 0.4) (6.5)
At 31st July, 2009 1.6 13.0 22.2 1.0 37.8
Net book value at
31st July, 2009 0.8 24.4 8.1 0.8 34.1
Net book value at
31st July, 2008 0.7 13.1 7.7 1.1 22.6
Company
Cost:
At 1st August, 2008 7.4 0.5 7.9
Additions 2.2 0.2 2.4
Disposals 0.1) - (0.1)
At 31st July, 2009 9.5 0.7 10.2
Depreciation:
At 1st August, 2008 6.4 0.2 6.6
Charge for the year 1.0 0.1 1.1
Disposals (0.1) 0.1) (0.2)
At 31st July, 2009 7.3 0.2 7.5
Net book value at 31st July, 2009 2.2 0.5 2.7
Net book value at 31st July, 2008 1.0 0.3 1.3
The net book value of land and buildings comprises:
2009 2008
£m £m
Freehold - —
Long leasehold 0.1 0.3
Short leasehold 0.7 0.4
Net book value of land and buildings 0.8 0.7
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13. Deposits by banks Group Company
2009 2008 2009 2008
£m £m £m £m
Repayable:
On demand or at short notice 17.2 37.7 11.0 35.8
Within three months 19.6 210.1 13.5 205.0
Between three months and one year 10.6 48.4 8.5 454
Between one and two years 0.6 2.0 — 2.0
Total deposits by banks 48.0 298.2 33.0 288.2
14. Deposits by customers Group Company
2009 2008 2009 2008
£m £m £m £m
Repayable:
On demand or at short notice 767.6 842.1 304.8 459.1
Within three months 916.6 1,492.8 761.9 1,105.4
Between three months and one year 345.5 270.2 305.8 259.1
Between one and two years 814.9 15.1 796.1 15.1
Between two and five years 73.9 21.5 73.3 16.5
Total customer accounts 2,918.5 2,641.7 2,241.9 1,855.2
15. Bank loans and overdrafts Group Company
2009 2008 2009 2008
£m £m £m £m
Repayable:
On demand or at short notice 8.1 11.7 1.2 —
Within three months 0.6 80.6 0.6 80.6
Between three months and one year 199.7 205.1 199.7 2051
Between one and two years 1,003.6 274.4 1,003.6 274.4
Between two and five years 110.0 276.7 110.0 276.7
Total bank loans and overdrafts 1,322.0 848.5 1,315.1 836.8

Included in the above table for group and company is £405.1 million with a residual maturity of
between one and two years (2008: £104.9 million with a residual maturity of between three
months and one year) of committed sale and repurchase facilities.

16.

Debt securities — loan notes issued

Group
Repayable:
After more than five years

The loan notes are euro denominated and mature on 20th April, 2015.

2009

£m

21.4

2008

£m

19.7
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17. Amounts due to group undertakings Company
2009 2008 2009 2008
£m £m £m £m
Amounts due to ultimate parent undertaking 69.0 170.8 66.3 170.0
Amounts due to fellow subsidiary undertakings 36.3 62.3 397.7 374.3
Total amounts due to group undertakings 105.3 233.1 464.0 544.3
18. Accruals, deferred income and other liabilities Company
2009 2008 2009 2008
£m £m £m £m
Accruals and deferred income 102.4 70.7 77.8 46.6
Current corporation taxation 9.7 4.3 3.0 —
Other liabilities 58.6 33.5 32.3 6.4
Total other liabilities 170.7 108.5 11341 53.0
19. Deferred taxation
2009 2008
£m £m
Group
Capital allowances 13.2 10.5
Short term and other timing differences 9.3 4.8
Total deferred taxation asset 22.5 15.3
£m
Movement during the year:
Deferred taxation asset at 1st August, 2008 15.3
Credited to the profit and loss account 2.4
Other movements 4.8
Deferred taxation asset at 31st July, 2009 22.5
20. Subordinated loan capital
Prepayment
Final date at 2009 2008
maturity issuer’s Initial
date option rate (%) £m £m
2020 2015 7.39 30.0 30.0
2026 2021 7.42 15.0 15.0
2026 2021 7.62 30.0 30.0
Total subordinated loan capital 75.0

75.0

The subordinated loan capital is denominated in sterling. If the company opts not to prepay at
the prepayment date, the interest rate is reset to a margin over the yield of 5 year UK Treasury

Securities.

There are no circumstances in which early repayment can be demanded of any issue other than
upon the passing of a winding-up order in respect of the company, in which case the loan capital
is subordinated to the claims of all unsubordinated creditors, including depositors.
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21. Share capital 2009 2008
£m £m
Authorised ordinary shares of £1 each 100.0 100.0
Allotted, issued and fully paid 82.5 82.5

22. Share-based awards

Share-based awards have been granted under the following Close Brothers Group plc share
schemes: the 1995 Executive Share Option Scheme (the “1995 Scheme”), the Inland Revenue
approved Savings Related Share Option Scheme (the “SAYE Scheme”), the 2004 Long Term
Incentive Plan (the “2004 LTIP”), and the discretionary annual performance arrangement satisfied
by deferred shares (“DSA”).

Executive Deferred
share options SAYE 2004 LTIP share awards

Weighted Weighted Weighted Weighted

average average average average

exercise exercise exercise exercise

Number price Number price Number price Number price

At 1 August 2007 1,826,764  672.2p 443,740 586.3p 208,493 - 28,755 -

Adjustment (Note 1) 56,349 98.2p - - - - - -

Transferred - - - - - - - -

Granted - 4751p 210,139 620.0p 167,212 - 54,736 -

Exercised (401,416) 494.3p (192,188) 444.1p  (31,928) - - -

Forfeited (152,275)  875.5p (95,179)  719.0p - - - -

Lapsed - - (5,329) 571.4p (15,964) - - -

At 31 July 2008 1,329,422  678.3p 361,182 646.9p 327,813 - 83,491 -

Transferred 9,617 919.4p - - - - - -

Granted - - 517,710  428.0p 160,907 - 116,424 -

Exercised (109,689) 438.6p (5,094) 590.2p (5,435) - - -

Forfeited (88,095) 756.0p (281,981) 630.0p - - - -

Lapsed - - - - (70,867) - - -

At 31July 2009 1,141,155 697.3p 591,817 463.9p 412,418 - 199,915 -
Exercisable at:

31 July 2009 950,640 705.7p - - 738 - 28,755 -

31 July 2008 905,906  675.0p - - - - 15,415 -

Note 1: The adjustment to share option entitlement results from the payment of a special dividend on 6th November, 2007.
Options under the company’s 1995 Executive Share Option Scheme (other than options under HM Revenue and Customs

approved section of that Scheme) have been adjusted by the Remuneration Committee to take account of the depreciatory
effect of the special dividend.

The table below shows the weighted average market price at the date of exercise:

2009 2008
Executive Share Options 594.5p 808.3p
SAYE 639.5p 887.5p

2004 LTIP 542.3p 636.0p
Deferred Share Awards - _
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22. Share-based awards continued

The range of exercise prices and weighted average remaining contractual life of awards and
options outstanding are as follows:

Options Options
outstanding 2009 outstanding 2008
Weighted Weighted
average average
remaining remaining
contractual contractual
Number life Number life
Exercise price range outstanding Years outstanding Years
Executive share options
Between £4 and £5 136,642 3.2 236,933 3.2
Between £5 and £6 82,971 2.2 104,792 3.2
Between £6 and £7 360,180 5.2 386,250 6.2
Between £7 and £8 432,026 3.1 458,627 4.1
Above £10 129,336 1.2 142,820 2.2
SAYE
Between £4 and £5 492,895 3.6 - -
Between £5 and £6 28,055 0.8 41,942 1.7
Between £6 and £7 48,642 2.1 269,316 2.9
Between £8 and £9 22,225 1.4 49,923 2.5
2004 LTIP
Nil 412,418 2.4 327,813 2.5
DSA
Nil 199,915 5.5 83,491 5.6
Total 2,345,305 3.4 2,101,907 3.8

Grants under the DSA arrangement and SAYE Scheme are made annually and are expected to
continue for the foreseeable future. No further grants will be made under the 2004 LTIP and the
1995 Scheme.

The aggregate amount payable on exercise of these options and the latent gain per share will be
unaltered, subject to normal market factors.

Annual discretionary performance related awards (‘DSA”) are at the discretion of the Close
Brothers Group Plc’s Remuneration Committee (“the Committeg”), are not pensionable and are
determined in the light of the factors described in the Remuneration Policy set out in the Annual
Report of Close Brothers Group Plc. A proportion of an employees performance related award
may be deferred and satisfied in ordinary shares of the company (“shares”). Performance related
awards up to 100% of salary will be paid in cash without deferral. Awards in excess of 100% of
salary will usually be paid between 50% and 65% in cash without deferral and between 35% and
50% in shares which vest after two years (“the Deferred Element”). The Deferred Element will be
forfeited if the employee leaves employment in certain circumstances or is dismissed for cause
before the relevant vesting date. The number of shares comprised in the Deferred Element will be
determined by reference to the market value of a share shortly following the announcement of the
parent company’s results for the relevant financial year. Following vesting, these shares may be
called for at any time up to the seventh anniversary of grant. When the shares are called for, the
employee is entitled to the value of dividends in respect of the shares under the Deferred Element
accumulated over the period of deferral. The exercise price of each Deferred Share Award issue is
0.0p.
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22. Share-based awards continued

For each SAYE and 2004 LTIP issue, the exercise end date is respectively six months and twelve
months after the exercise start date. All eligible employees are entitled to participate in the SAYE
Scheme on the same terms and options are granted for a fixed contract period of three or five
years, usually at an exercise price at discount of 20 per cent to the mid-market price at the date
of invitation to participate. The exercise price of each 2004 LTIP issue is 0.0p.

The 2004 LTIP is based on a conditional award of free shares subject to demanding performance
conditions. Grants are restricted to a maximum of twice an individual’s salary in any one year.
Performance conditions for each award are determined by the Group’s Remuneration Committee
(“the Committee”) at the time of each grant. Performance is measured over a single period of
three years with no re-testing.

The performance conditions under the 2004 LTIP are a range of earnings per share (“EPS”)
growth targets for two thirds of an award and relative Total Shareholder Return (“TSR”) targets for
the remaining one third. The Committee considers that this mix of targets provides an appropriate
balance between rewarding improvements in the group’s financial performance, while also
recognising relative stock market performance. Performance criteria will be calculated by the
Committee.

The EPS element of an award will only vest if EPS growth is at or above an average of retail price
index (“RPI”) +5% per annum over the period. 25% of this part of the award vests at the RPI
+5% threshold, increasing on a straight-line basis up to 100% vesting when the average EPS
growth is RPI +10%.

For the TSR element, performance is measured against a group of companies drawn from the
FTSE-350 General Financial Index and the FTSE-350 Banks Index. This group comprised 24
companies in respect of LTIP grant years to calendar year 2007. For the LTIP grant in calendar
year 2008, the Committee included all companies in the FTSE-350 General Financial Index and
the FTSE-350 Banks Index in the comparator group at the date of grant which was 7th October,
2008. This part of the award will only vest if the group’s TSR performance is at or above the
median of the comparator group. 25% of this part of the award vests for median TSR
performance, increasing on a straight line basis up to 100% vesting when the company’s TSR
performance is at the 20th percentile (i.e. top fifth) of the comparator group.

Under the 1995 Scheme, 50% of each grant of options has been subject to a performance
condition requiring average EPS growth of RPI +4% per annum over any three year period during
the ten year life of the option. The remaining 50% has been subject to the achievement of a
performance condition requiring the group’s EPS growth over any five year period during the life
of the option to be in the top 25% of FTSE-100 companies.

For the share-based awards granted during the year, the weighted average fair value of those
options at 31st July, 2009 was 195p (2008: 385p). The main assumptions for the valuation of
these share-based awards comprised:

Expected Risk free

Share price Exercise Expected option life Dividend interest
Exercise period at issue price volatility in years yield rate
SAYE
1st December, 2011 to 31st May, 2012 535.0p 428.0p  40.0% 3 71% 4.3%
1st December, 2013 to 31st May, 2014 535.0p 428.0p 34.0% 5 71% 4.5%
LTIP
7th October, 2011 to 6th October, 2012 547.5p — 38.0% 3 7.1% —
DSA
1st September, 2010 to
30th September, 2015 535.0p — — — — —

Expected volatility was determined mainly by reviewing share price volatility for the expected life
of each option up to the date of grant.
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23.

Reserves

Profit and loss account:

At 1st August, 2008

Retained profit for the year

Exchange adjustment

Taxation on movement of other reserves

At 31st July, 2009

Group
£m
266.0

18.1
0.9

10.1

295.1

Company

£m

The cumulative goodwill written off directly to reserves since the formation of the group is

£11.3 million (2008: £11.3 million).

Reconciliation of movements in shareholders funds

Profit for the year
Dividends

Retained profit for the year

Exchange adjustment

Other reserves

Taxation on movement of other reserves

Net (reduction in)/addition to shareholders funds
Opening shareholders funds

Closing shareholders funds

2009
£m

37.2

(19.1)

18.1

(35.9)

10.1

6.8)

327.6

320.8

2008
£m

556.5
(35.5)

20.0

(22.3)
6.5

4.4
323.2

327.6

24.

Other reserves

Cash flow hedging reserve:

At 1st August, 2008

Movement on derivatives

At 31st July, 2009

Available for sale reserve:

At 1st August, 2008

Movement on available for sale investments
At 31st July, 2009

Total other reserves

Group and Company

2009
£m

2.0

(15.6)
(13.6)

(22.9)

(20.3)

43.2)

(56.8)

2008

£m

(0.1)
2.0
(0.7)
(22.2)
(22.9)

(20.9)
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25.

Contingent liabilities

Memorandum items

The company has contingent liabilities in respect of guarantees arising in the normal course of
business amounting to £8.9 million (2008: £8.9 million). The group has contingent liabilities in
respect of guarantees arising in the normal course of business amounting to £10.0 million (2008:
£10.4 million).

Other contingent liabilities

The company has given guarantees on behalf of subsidiary undertakings in respect of amounts
drawn under bank facilities and amounts due in respect of property leases of £1.7 million (2008:
£1.6 million) and £0.5 million (2008: £0.5 million) respectively. The company has also given a
guarantee of €25 million in respect of Euro Medium Term notes issued by its subsidiary Close
Brothers Finance plc.

FSCS levy

Close Brothers Limited, by virtue of being a Financial Services Authority regulated deposit taker,
contributes to the Financial Services Compensation Scheme (“FSCS”) which provides
compensation to customers of financial institutions in the event that an institution is unable, or is
likely to be unable, to pay claims against it. In order to meet its obligations to the depositors of a
number of institutions which failed during 2008 and 2009 the FSCS has borrowed amounts from
HM Treasury on an interest only basis to September 2011. It is anticipated that these borrowings
will be repaid wholly or substantially from the realisation of the assets of these institutions.
However, if the assets of these institutions are insufficient, the FSCS will recoup any shortfalls in
the form of additional levies based on the level of market participation of individual institutions. At
the date of this Annual Report it is not possible to estimate with any certainty the amount or
timing of any such additional levies.

The FSCS raises annual levies from the banking industry to meet its management expenses and
compensation costs and individual institutions make payments based on their level of market
participation. The group has accrued £1.3 million (2008: £nil) for its share of levies that will be
raised by the FSCS including the interest on the loan from HM Treasury in respect of the levy
years to 31 March 2010.

26.

Commitments Group Company
2009 2008 2009 2008

£m £m £m £m
Memorandum items
Undrawn facilities, credit lines and
other commitments to lend:
Within one year 326.9 329.7 77.4 1134

Other commitments
The company is committed to purchase minority interests in certain subsidiary undertakings at
agreed fair valuation.

The group had contracted capital commitments of £nil (2008: £0.2 million) of which the company
had £nil (2008: £nil).

Annual commitments under non-cancellable operating leases, at 31st July 2009 were as follows:

Premises Other

Group  Company Group  Company
£m £m £m £m

Expiring:
Within one year 0.4 0.2 0.1 —
Between two and five years 1.9 0.6 0.6 —
After more than five years 2.2 0.2 — —
Total annual commitments 4.5 1.0 0.7 —
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27. Capital management
Our policy has always been to be well capitalised and soundly financed whilst nonetheless
maximising our return on capital. Our approach to capital management is driven by strategy and
organisational requirements, while also taking into account the regulatory and commercial
environments in which we operate. We believe our strong capital position is a core strength in the
current market environment and leaves us well positioned to take advantage of organic and
acquisition growth opportunities.

The Financial Services Authority (“FSA”) supervises the group on a consolidated basis and
receives information on the capital adequacy of, and sets capital requirements for, the group as a
whole. In addition, a number of subsidiaries are directly regulated by the FSA.

We completed our transition to Basel Il during the financial year ended 31st July, 2008 and as
reported there was no major impact on our regulatory capital requirement from the transition. The
aim of Basel Il is to promote safety and soundness in the financial system. It is structured around
three “pillars”: Pillar 1 on minimum capital requirements; Pillar 2 on the supervisory review
process; and Pillar 3 on market discipline. Our Pillar 1 information is presented in the table below.
Under Pillar 2, we have completed a self assessment of risks not captured by Pillar 1 in a
process known as the “Internal Capital Adequacy Assessment Process”. This has been reviewed
by the FSA and the process culminated in the FSA providing “Individual Capital Guidance” on the
level of capital we are required to hold. Pillar 3 aims to encourage market discipline by developing
a set of disclosure requirements which will allow market participants to assess key pieces of
information on a firm’s capital, risk exposures and risk assessment process. Pillar 3 disclosures
can be found on our website.

The group’s individual entities and the group as a whole complied with all of the externally
imposed capital requirements to which they were subject for the years ended 31st July, 2009 and
2008.

The table below summarises the composition of regulatory capital as at 31st July, 2009 and
31st July, 2008.

2009 2008

£m £m

Total tier 1 capital 375.7 356.0
Total tier 2 capital 75.0 77.2
Total deductions (36.6) (41.1)
Total regulatory capital 4141 392.1

Total tier 1 capital consists of core tier 1 capital and total tier 2 capital consists of £75.0 million
(2008: £75.0 million) of subordinated loan capital as detailed in note 20.

2009 2008
£m £m

Risk weighted assets:
Credit risk 2,676.5 2,374.2
Operational risk* 405.6 372.6
Market risk* 6.4 9.5
Total risk weighted assets 3,088.5 2,756.3
% %

Capital ratios:

Tier 1 ratio 11.0 1.7
Total ratio 134 14.2

* Operational and market risk include a notional adjustment at 8% in order to determine notional risk
weighted assets under Basel Il.
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28. Financial risk management
As a group of financial services businesses, financial instruments are central to the group’s

activities. The risks associated with financial instruments represent a significant component of the
risks faced by the group and are analysed in more detail below.

The group’s financial risk management objectives are summarised in the Report of the Directors.
Details of the significant accounting policies and methods adopted, including the criteria for

recognition, the basis of measurement and the basis on which income and expenses are

recognised, in respect of each class of financial asset, financial liability and equity instrument are

disclosed in note 1.
(a) Classification

The tables below analyse the group’s financial assets and liabilities in accordance with the
categories of financial instruments in FRS 26.

At 31st July, 2009

Assets

Cash and balances at central banks
Loans and advances to banks
Loans and advances to customers
Debt securities

Derivative financial instruments

Liabilities

Deposits by banks

Deposits by customers

Bank loans and overdrafts

Debt securities — loan notes issued
Derivative financial instruments
Subordinated loan capital

At 31st July, 2008

Assets

Cash and balances at central banks
Loans and advances to banks
Loans and advances to customers
Debt securities

Derivative financial instruments

Liabilities

Deposits by banks

Deposits by customers

Bank loans and overdrafts

Debt securities — loan notes issued
Derivative financial instruments
Non-recourse borrowings
Subordinated loan capital

Loans
Held to  Available and
maturity for sale receivables Other Total
£m £m £m £m £m
— — — 1.7 1.7
— — 156.3 — 156.3
— — 2,364.9 — 2,364.9
15.0 1,039.7 1,202.2 —  2,256.9
— — — 32.5 32.5
15.0 1,039.7 3,723.4 342 48123
— — — 48.0 48.0
— — — 29185 29185
— — — 1,322.0 1,322.0
— — — 21.4 21.4
— — — 21.9 21.9
— — — 75.0 75.0
— — — 4,406.8 4,406.8
Loans
Held to  Available and
maturity for sale receivables Other Total
£m £m £m £m £m
— — — 1.5 1.5
— — 248.6 — 248.6
— — 22322 — 22322
15.0 751.3 1,324.2 — 2,090.5
- — - 10.9 10.9
15.0 751.3 3,805.0 12.4  4,583.7
— — — 298.2 298.2
— — — 26417 26417
— — — 848.5 848.5
— — — 19.7 19.7
— — — 1.9 1.9
- — - 165.0 165.0
— — — 75.0 75.0
— — — 4,050.0 4,050.0
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(b) Credit risk

Credit risk is the risk of loss if another party fails to perform its obligations or fails to perform them
in a timely fashion.

The maximum exposure to credit risk arising from financial instruments at 31st July, 2009 before
taking into account any collateral, was:

2009 2008

£m £m

Cash and balances at central banks 1.7 1.5
Loans and advances to banks 156.3 248.6
Loans and advances to customers 2,364.9 2,232.2
Financial instruments classified as available for sale 1,039.7 751.3
Certificates of deposit classified as loans and receivables 1,202.2 1,324.2
Floating rate notes held to maturity 15.0 15.0
Derivative financial instruments 32.5 10.9
Undrawn commitments 326.9 329.7
Guarantees 10.0 10.4
Total maximum exposure to credit risk 5,149.2 4,923.8

Collateral held in respect of financial assets

Loans and advances to customers are diversified across asset class and customer base,
generally short term in nature and with low average loans size. The large number of customer
loans spreads the credit risk with the rate of default impacted by economic conditions in the UK.
The vast majority of loans and advances to customers are secured against specific assets. The
security will correspond to the type of lending as detailed in the segmental loan book analysis on
page 5 of the Report of Directors. Consistent and prudent lending criteria are applied across the
whole loan book with emphasis on the quality of the security provided. Furthermore, conservative
loan to value ratios are applied to mitigate credit risk. This approach has limited impairment
losses to 2.6% of the average net loan book during the economic downturn in 2009 and to no
more than 1.5% in any of the preceding five years.

At 31st July, 2008 the group had securitised £172 million of its loans and advances to customers
with Cruise Limited (“Cruise”) in return for non-refundable finance of £165 million. This
securitisation facility expired during the year and has not been renewed.

The group has entered into a repurchase agreement whereby floating rate notes to the value of
£551.6 million have been loaned in exchange for cash of £397.7 million. The agreement matures
in November 2010. These floating rate notes remain on the group’s balance sheet and the group
retains the risks and rewards of ownership.

Financial assets past due but not impaired

Loans and advances to customers 2009 2008

£m £m

Within one month 76.9 68.3

Between one and three months 23.8 34.4

More than three months 25.2 11.5
Total financial assets past due

but not impaired 125.9 114.2

Impaired financial assets

Included in loans and advances to customers are loans and advances individually determined to
be impaired whose gross amount before impairment allowances is £144.8 million (2008:
£1083.4 million).
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The factors considered in determining whether assets are impaired are outlined in note 1 to the
financial statements.

Whilst collateral is reviewed on a regular basis in accordance with credit policy, this varies
according to the type of lending and collateral involved. It is therefore impracticable to estimate
and aggregate current fair values for collateral.

Concentration and quality of financial assets

The group does not have any significant credit risk exposure to any single counterparty or any
group of counterparties if they are connected entities.

The loan book is well spread, short term, secured and with a low average loan size in order to
avoid concentration risk. The credit quality of the counterparties with whom the group place
deposits or whose certificates of deposit or floating rate notes the group buys are monitored by
the Treasury Committee which establishes specific limits.

The credit risk on liquid assets and derivative financial instruments is limited because the
counterparties are banks with high credit ratings assigned by international credit rating agencies.

(c) Market risk

Market risk is the risk that arises from adverse movments in bond, interest rate, foreign exchange
or other traded markets.

Interest rate risk

The group’s exposure to interest rate fluctuations relates primarily to the returns from its capital
and reserves which, as a matter of policy, are not hedged. The group’s policy is to match fixed
and variable interest rate liabilities and assets utilising interest rate swaps where necessary to
secure the margin on its loans and advances to customers. These interest rate swaps are
disclosed within note 9 to the financial statements.

The sensitivities shown below are based upon reasonably possible changes in interest rate
scenarios, including parallel shifts in the yield curve. At 31st July, 2009 a 2.0% increase or 0.5%
decrease (2008: 1.25% increase or 1.25% decrease) in interest rates compared to actual rates
would increase/(decrease) the group’s annual net interest income and equity by the following
amounts, prior to mitigation:

2009 2008
£m £m
Increase/(reduction) in annual net interest income
2.0% increase in interest rates (2008: 1.25% increase) 2.8 (1.4)
0.5% decrease in interest rates (2008: 1.25% decrease) (0.7) 1.4
Increase/(reduction) in equity
2.0% increase in interest rates (2008: 1.25% increase) 2.0 (1.0)
0.5% decrease in interest rates (2008: 1.25% decrease) (0.5) 1.0

Foreign currency risk

The group has a small number of currency investments in subsidiaries and has chosen not to
hedge those exposures. These investments are predominantly in US dollars and euros. The
impact of any reasonably expected exchange rate fluctuations would not be material.

The group has additional material currency assets and liabilities, denominated in foreign
currencies, mainly US dollars and Euros, which are matched by currency, with exchange rate
derivative contracts used where necessary:

2009 2008

£m £m

Assets 1,089.9 684.1
Liabilities 1,081.6 684.5

Details of these contracts are disclosed within note 9 to the financial statements. The group’s
remaining exposure to foreign exchange risk is minimal and as such the impact of any reasonably
expected exchange rate fluctuations would not be material.

Other price risks
Non trading financial instruments;
Net gains and losses on debt securities are disclosed in note 10.
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(d) Liquidity risk
Liquidity risk is the risk of not being able to meet liabilities as they fall due.

The group’s policy has been to finance customer loans and advances by capital and reserves,
longer term deposits and committed facilities with only limited financing from short-term deposits.
This policy is kept under review and compliance is monitored on a daily basis. This policy, the
average duration of the group’s borrowings (24 months versus 12 months for the loan book) and
the group’s success in raising term retail funds since 31 July 2008 all lead the group to believe it
is in a strong position with respect to liquidity risk.

The group measures liquidity risk with a variety of processes including regular stress testing,
regular cash flow monitoring and reporting to the group board.

The following table details the contractual maturities of the group’s financial liabilities on an
undiscounted cash flow basis:

In more In more In more
than three than six than
months months one year
In less but not but not but not In more
On thanthree  morethan  more than  more than than
demand months  six months one year five years five years Total
At 31st July, 2009 £m £m £m £m £m £m £m
Financial liabilities
Deposits by banks 17.2 19.6 2.5 8.3 0.6 - 48.2
Deposits by customers 768.0 924.8 310.1 53.5 935.5 - 2,991.9
Bank loans and overdrafts 8.2 3.6 241 204.4 1,118.2 — 1,358.5
Debt securities — loan notes issued - - 0.1 0.3 0.8 21.7 22.9
Derivative financial instruments — 106.0 6.0 8.9 6.0 — 126.9
Non-recourse borrowings — - — - — - —
Subordinated loan capital 2.3 0.6 — 2.8 22.5 129.1 157.3
795.7 1,054.6 342.8 278.2 2,083.6 150.8 4,705.7
In more In more In more
than three than than
months  six months one year
In less but not but not but not In more
On thanone  morethan ~ more than ~ more than than
demand month  six months one year five years five years Total
At 31st July, 2008 £m £m £m £m £m £m £m
Financial liabilities
Deposits by banks 37.7 210.9 15 49.0 20 — 301.1
Deposits by customers 843.7 1,503.9 123.6 164.8 421 — 2,678.1
Bank loans and overdrafts 13.6 91.9 62.0 169.5 589.4 — 926.4
Debt securities — loan notes issued - 0.3 0.3 0.5 41 215 26.7
Derivative financial instruments 0.5 74.8 6.2 0.7 0.3 — 82.5
Non-recourse borrowings — 93.8 74.8 - — - 168.6
Subordinated loan capital 2.3 0.6 — 2.8 22.5 134.7 162.9
897.8 1,976.2 268.4 387.3 660.4 156.2 4,346.3
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29. Pensions
The company and its subsidiaries make payments to defined contribution pension schemes and
to a defined benefits scheme for eligible employees. Assets of all schemes are held separately
from those of the company and the group. The group pension charge for the year for the defined
contribution pension schemes and defined benefits pension schemes was £2.7 million
(2008: £2.8 million).

The defined benefits pension scheme is described in the financial statements of the ultimate
parent undertaking. The scheme was closed to new entrants in August 1996 and has

78 members. Under FRS 17, contributions to this scheme by the company and its subsidiaries
would be accounted for as if the scheme were a defined contribution pension scheme since
assets and liabilities of the scheme cannot be attributed to each participating employer on a
consistent and reasonable basis. Consequently, any surplus or deficit in this scheme would not
be regarded as an asset or liability of the company or its subsidiaries, but of the ultimate parent
undertaking. The agreed company contribution rate was 29.5 per cent per annum of pensionable
salaries at the date of the most recent actuarial valuation, which was at 31st July, 2006. The
CBG group is currently carrying out its triennial actuarial valuation as at 31st July, 2009, which is
likely to result in an adjustment to future contribution levels from those agreed following the

31st July, 2006 actuarial valuation.

30. Related party transactions
Transactions with directors
Certain directors of the company maintained deposit accounts with the company during the
course of the year on normal commercial terms.

Transactions with group undertakings

The company has taken advantage of one of the exemptions conferred by FRS 8, whereby
certain details regarding transactions with group undertakings do not have to be disclosed where
group financial statements are made publicly available. There are no other related party
transactions that require disclosure.

31. Ultimate parent undertaking
The parent undertaking of the largest and smallest group of undertakings of which the group is a
member is Close Brothers Group plc, the ultimate parent undertaking and controlling party which
is a listed company registered in England and Wales. The immediate parent undertaking is Close
Brothers Holdings Limited, which is registered in England and Wales. The consolidated financial
statements of Close Brothers Group plc are available at 10 Crown Place, London EC2A 4FT.
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