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PART I

When we use the terms ‘‘Greenhill’’, ‘‘we’’, ‘‘us’’, ‘‘our’’, ‘‘the company’’, and ‘‘the firm’’, we mean Greenhill & Co., Inc., a Delaware
corporation, and its consolidated subsidiaries (formerly Greenhill & Co. Holdings, LLC and subsidiaries). Our
principal subsidiaries are Greenhill & Co., LLC, a registered broker-dealer regulated by the Securities and Exchange
Commission which provides investment banking services in North America; Greenhill & Co. International LLP, a
limited liability partnership which provides investment banking services in Europe and is regulated by the United
Kingdom Financial Services Authority; and Greenhill Capital Partners, LLC, a registered investment advisor regulated
by the Securities and Exchange Commission, through which we conduct our merchant banking business.

Item 1.    Business

Overview

Greenhill is an independent investment banking firm that (i) provides financial advice on significant mergers,
acquisitions, restructurings and similar corporate finance matters and (ii) manages merchant banking funds and
commits capital to those funds. We act for clients located throughout the world from offices in New York, London,
Frankfurt and Dallas.
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We were established in 1996 by Robert F. Greenhill, the former President of Morgan Stanley and former Chairman
and Chief Executive of Smith Barney. Since its founding, Greenhill has grown steadily, recruiting a number of
managing directors from major investment banks (as well as senior professionals from other institutions), with a range
of geographic, industry or transaction specialities and different sets of corporate management and other relationships.
As part of this expansion, we opened a London office in 1998, raised our first merchant banking fund in 2000, opened
a Frankfurt office later in 2000 and began offering financial restructuring advice in 2001. On May 11, 2004, we
converted from a limited liability company to a corporation, and completed an initial public offering of our common
stock. We opened our Dallas office in April 2005 and completed the closing of our second merchant banking fund in
June 2005. As of December 31, 2005, we had 30 managing directors and senior advisors globally.

Principal Sources of Revenue

Our principal sources of revenue are financial advisory and merchant banking fund management.

For the Year Ended December 31,
2005 2004 2003 2002 2001

(in millions)
Financial Advisory $ 142.1 $ 130.9 $ 121.3 $ 107.4 $ 95.3
Merchant Banking Fund Management &
Other(1) 79.1 21.0 5.4 5.2 4.7
Total Revenue $ 221.2 $ 151.9 $ 126.7 $ 112.6 $ 100.0

(1)Merchant Banking Fund Management & Other includes interest income of $2.9 million, $0.8 million,
$0.4 million, $0.3 million and $0.8 million in 2005, 2004, 2003, 2002 and 2001, respectively.

Financial Advisory

We provide a broad range of advice to global clients in relation to domestic and cross-border mergers, acquisitions,
restructurings and similar corporate finance matters and are generally involved at each stage of these transactions,
from initial structuring to final execution. Our focus is on providing high-quality advice to senior executive
management and boards of directors of prominent large and mid-cap companies in transactions that typically are of
the highest strategic and financial importance to those companies. We advise clients on strategic matters, including
acquisitions, divestitures, defensive tactics, special committee assignments and other important corporate events. We
provide

1

advice on valuation, tactics, industry dynamics, structuring alternatives, timing and pricing of transactions, and
financing alternatives. Where requested to do so, we may provide an opinion regarding the fairness of a transaction. In
our restructuring practice, we advise debtors, creditors and companies experiencing financial distress as well as
potential acquirors of distressed companies and assets. We provide advice on valuation, restructuring alternatives,
capital structures, and sales or recapitalizations. We also assist those clients who seek court-assisted reorganizations
by developing and seeking approval for plans of reorganization as well as the implementation of such plans. In
providing financial advisory services, we draw on the extensive experience, corporate relationships and industry
expertise of our managing directors and senior advisors.
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Financial advisory revenues accounted for 64% and 86% of our revenues in 2005 and 2004, respectively. Non-U.S.
clients are a significant part of our business, generating 56% and 46% of our advisory revenues in 2005 and 2004,
respectively. We generate revenues from our financial advisory services by charging our clients fees consisting
principally of fees paid upon the successful conclusion of a transaction, fees paid upon the announcement of a
transaction, fees paid upon the commencement of an engagement and, in connection principally with restructuring
assignments, monthly retainer fees.

Merchant Banking Fund Management

Our merchant banking fund management activities currently consist primarily of management of and investment in
Greenhill’s merchant banking funds, Greenhill Capital Partners I (or ‘‘GCP I’’) and Greenhill Capital Partners II (or ‘‘GCP
II’’, and collectively ‘‘Greenhill Capital Partners’’ or ‘‘GCP’’), a family of merchant banking funds that invest in portfolio
companies. Merchant banking funds are private investment funds raised from contributions by qualified institutional
investors and financially sophisticated individuals. The funds make substantial, sometimes controlling, investments,
generally in non-public companies and typically with a view toward divesting within 3 to 5 years. We pursue
merchant banking fund management activities in addition to our financial advisory activities because we believe such
activities can generate attractive returns on the firm’s capital, and because we can further leverage our managing
directors’ industry knowledge and corporate relationships to pursue these investment activities. We believe we can
pursue merchant banking opportunities without creating conflicts with our advisory clients by typically focusing on
significantly smaller companies than those with respect to which we seek to provide financial advice. Our merchant
banking funds typically make controlling or influential minority investments of $10 million to $75 million in
companies with valuations that are between $50 million and $500 million at the time of investment. Our funds have
invested a substantial portion of their capital in the energy, financial services and telecommunications industries. We
expect to expand our merchant banking fund management activities over time.

Merchant banking revenues accounted for 36% and 14% of our revenues in 2005 and 2004, respectively. We generate
merchant banking revenue from (i) management fees paid by the funds, (ii) gains (or losses) on our investments in the
merchant banking funds, and (iii) profit overrides. We charge management fees to all non-affiliated investors in each
of our funds and all employees in our second fund. We may also earn gains (or losses) from our capital investment in
our merchant banking funds depending upon the performance of the funds. Our investments in our merchant banking
funds generate realized and unrealized investment gains (or losses) based on our allocable share of earnings generated
by the funds. As the general partner of our merchant banking funds we make investment decisions for the funds and
are entitled to receive an override on the profits of the funds.

We began our merchant banking activities in 2000 with the establishment of GCP I which had total committed capital
of $423 million. In 2005 we expanded our merchant banking activities with the closing of our second merchant
banking fund, GCP II, which had total committed capital of $875 million. The firm has committed approximately
10%, or $88.5 million, to GCP II and our managing directors and other employees have committed an additional $136
million to that fund.

Employees

Our managing directors and senior advisors have an average of 24 years of relevant experience, and many of them are
able to use this experience to advise on mergers and acquisitions, restructuring

2
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transactions and merchant banking investments, depending on the situation. Our other professionals come from
leading investment banking and educational institutions. We spend significant amounts of time training and mentoring
our junior professionals. We generally provide our junior professionals with exposure to mergers and acquisitions,
restructurings and merchant banking fund management to varying degrees, which provides us with the flexibility to
allocate resources depending on the economic environment, and provides our bankers consistent transactional
experience and a wide variety of experiences to assist in the development of business and financial judgment.

As of December 31, 2005, Greenhill employed a total of 151 people (including our managing directors and senior
advisors), of which 61 were based in our London or Frankfurt offices. We strive to maintain a work environment that
fosters professionalism, excellence, diversity, and cooperation among our employees worldwide. We utilize a
comprehensive evaluation process at the end of each year to measure performance, determine compensation and
provide guidance on opportunities for improved performance.

Competition

We operate in a highly competitive environment where there are no long-term contracted sources of revenue. Each
revenue-generating engagement is separately awarded and negotiated. Our list of clients, and our list of clients with
whom there is an active revenue-generating engagement, changes continually. To develop new client relationships,
and to develop new engagements from historic client relationships, we maintain a business dialogue with a large
number of clients and potential clients, as well as with their financial and legal advisors, on an ongoing basis. We have
gained a significant number of new clients each year through our business development initiatives, through recruiting
additional senior investment banking professionals who bring with them client relationships and through referrals
from members of boards of directors, attorneys and other parties with whom we have relationships. At the same time,
we lose clients each year as a result of the sale or merger of a client, a change in a client’s senior management,
competition from other investment banks and other causes.

The financial services industry is intensely competitive, and we expect it to remain so. Our competitors are other
investment banking firms, merchant banks and financial advisory firms. We compete with some of our competitors
globally and with some others on a regional, product or niche basis. We compete on the basis of a number of factors,
including transaction execution skills, our range of products and services, innovation, reputation and price.

In recent years there has been substantial consolidation and convergence among companies in the financial services
industry. In particular, a number of large commercial banks, insurance companies and other broad-based financial
services firms have established or acquired broker-dealers or have merged with other financial institutions. Many of
these firms have the ability to offer a wider range of products, from loans, deposit-taking and insurance to brokerage,
asset management and investment banking services, which may enhance their competitive position. They also have
the ability to support investment banking and securities products with commercial banking, insurance and other
financial services revenues in an effort to gain market share, which could result in pricing pressure in our businesses.
This trend toward consolidation and convergence has significantly increased the capital base and geographic reach of
our competitors.

We believe our primary competitors in securing mergers and acquisitions and restructuring advisory engagements are
Citigroup Inc., Credit Suisse Holdings (USA), Inc., Goldman Sachs Group, Inc., JPMorgan Chase & Co., Lehman
Brothers Holdings Inc., Merrill Lynch & Co., Inc., Morgan Stanley, UBS A.G. and other bulge bracket firms as well
as investment banking firms such as Blackstone Group, Houlihan Lokey Howard & Zukin and Lazard Ltd.

In our merchant banking business, we face competition both in the pursuit of outside investors for our merchant
banking funds and to acquire investments in attractive portfolio companies. The activity of identifying, completing
and realizing attractive private equity investments of the types our merchant banking funds have made and expect to
make is competitive and involves a high degree of uncertainty. We may be competing with other investors, including
other merchant banking funds, and corporate buyers for the investments that we make.
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Competition is also intense for the attraction and retention of qualified employees. Our ability to continue to compete
effectively in our businesses will depend upon our ability to attract new employees and retain and motivate our
existing employees.

Regulation

Our business, as well as the financial services industry generally, is subject to extensive regulation in the United States
and elsewhere. As a matter of public policy, regulatory bodies in the United States and the rest of the world are
charged with safeguarding the integrity of the securities and other financial markets and with protecting the interests
of customers participating in those markets, not with protecting the interests of our shareholders or creditors. In the
United States, the Securities and Exchange Commission (‘‘SEC’’) is the federal agency responsible for the administration
of the federal securities laws. Greenhill & Co., LLC, a wholly-owned subsidiary of Greenhill through which we
conduct our U.S. financial advisory business, is registered as a broker-dealer with the SEC and the National
Association of Securities Dealers, Inc., (the ‘‘NASD’’), and in all 50 states and the District of Columbia. Greenhill &
Co., LLC is subject to regulation and oversight by the SEC. In addition, the NASD, a self-regulatory organization that
is subject to oversight by the SEC, adopts and enforces rules governing the conduct, and examines the activities, of its
member firms, including Greenhill & Co., LLC. State securities regulators also have regulatory or oversight authority
over Greenhill & Co., LLC. Similarly, Greenhill & Co. International LLP, our controlled affiliated partnership with
offices in the United Kingdom and Germany, through which we conduct our international financial advisory business,
is also subject to regulation by the United Kingdom’s Financial Services Authority. Our business may also be subject
to regulation by non-U.S. governmental and regulatory bodies and self-regulatory authorities in other countries where
Greenhill operates.

Broker-dealers are subject to regulations that cover all aspects of the securities business, including sales methods,
trade practices among broker-dealers, use and safekeeping of customers’ funds and securities, capital structure,
record-keeping, the financing of customers’ purchases and the conduct and qualifications of directors, officers and
employees. Additional legislation, changes in rules promulgated by self-regulatory organizations or changes in the
interpretation or enforcement of existing laws and rules, either in the United States or elsewhere, may directly affect
the mode of operation and profitability of Greenhill.

The U.S. and non-U.S. government agencies and self-regulatory organizations, as well as state securities commissions
in the United States, are empowered to conduct administrative proceedings that can result in censure, fine, the
issuance of cease-and-desist orders or the suspension or expulsion of a broker-dealer or its directors, officers or
employees.

In addition, Greenhill Capital Partners, LLC is a registered investment adviser under the Investment Advisers Act of
1940. As such, Greenhill Capital Partners, LLC is subject to regulation and periodic examinations by the SEC.

In 2003, we and several of our managing directors were investigated by the NASD, for failure to comply with certain
continuing education requirements imposed on all registered broker-dealers and their licensed financial professionals.
This investigation was resolved in January 2004 when we and two managing directors were censured and separately
paid fines to the NASD of between $3,000 and $30,000. All of our managing directors are now in compliance with the
NASD’s applicable continuing education requirements.

Where You Can Find Additional Information
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Greenhill & Co., Inc. files current, annual and quarterly reports, proxy statements and other information required by
the Securities Exchange Act of 1934, as amended (the ‘‘Exchange Act’’), with the SEC. You may read and copy any
document the company files at the SEC’s public reference room located at 450 Fifth Street, N.W., Washington, D.C.
20549, U.S.A. Please call the SEC at 1-800-SEC-0330 for further information on the public reference room. The
company’s SEC filings are also available to the public from the SEC’s internet site at http://www.sec.gov. Copies of
these reports, proxy statements and other information can also be inspected at the offices of the New York Stock
Exchange, Inc., 20 Broad Street, New York, New York 10005, U.S.A.
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