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Rathbone Brothers Plc, through its subsidiaries,

is.a leading provider of high-quality, personalised
investment and wealth management services for
private clients, charities and trustees. This includes
discretionary investrment management, unit trusts,
tax planning, trust and company management,
pension advice and banking services.

As at 31 December 2017, Rathbone Brothers Plc
managed £39.1 billion of client funds, of which
£33.8 billion were managed by our Investment
Management segment.

2017 finandal highlights
Profit Underlying'
before tax profit before tax

£589m

(2016: £50.1m)

Basic earnings
per share

92.7D

(2016: 78.9p)

Dividends paid and
proposed per share

61.0p

(2016: 57.0p)

For a full five year record, please see page 188 /

£87.5m

(2016: £74.9m)

Underlying'
earnings per share

138.8p

(2016: 122.1p)

Return on capital
employed (ROCE)?

19.5%

(2016:19.3%)

is shown on page 31

Underlying profit before tax as a percentage of average equity of each

quarter end
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. Arecongciliation between underlying profit before tax and profit before tax:




Our investment case

Delivering through our strengths

uodaid@aens

A relationship-based approach
. | 50,000
— Adirect relationship-based approach which supports clients and advisers by clients
providing the flexibility to meet their investment needs across different
economic and lifestyle conditions . 1 5

- Longevity of client and adviser relationships

— High service levels and reliable administrative resources UK offices' and Jersey

Unique investment culture Total funds under management (Ebn)

— Significant participation by investrnent managers in a non-prescriptive £3 9 . 1bn
investment process which uses a whole of market approach and accesses both
direct and collective investments

- An active investment approach that allows teams to respond to market
conditions and manage tax considerations

— Anexpanding in-house research team

Leading margins
o)
— An ongoing cost discipline that preserves underlying operating margins 3 06 A)
— Abalanced investment in technology to improve communication and manage underlying operating margin
investment team capacity

— Selective investment in initiatives that support organic and acquired growth

Positive shareholder returns Dividends paid and proposed per share (p)

— A progressive dividend policy
— The ability to identify accretive acquisitions that fit our culture
- A consistent return on capital employed '

1. Includes Vision Independent Financial Planning

rathbonescom



Our business at a glance

Delivering our services

We employ over

1,100

people

We operate from

15

UK locations!
and Jersey

We manage over

£39.1bn

for our clients

Wearea

FTSE 250

company listed on the
London Stock Exchange

1. Includes Vision Independent Financial Planning /

Investrment Management

Through Rathbone Investment Management, we provide
personal discretionary investment management solutions
to private clients with- investible assets of £100,000 upwards.
Clients of this service can expect:

— Direct access to their investment manager

— Aninvestment manager that understands their requirements
and agrees a strategy that meets their objectives

— Aninvestment process that aims to provide risk-adjusted
returns to meet clients' needs today and in the future

Within Investment Management, we have several specialist
capabilities including:

Charities

Our charities business manages £4.7 billion of funds and is

the second largest investiment management provider to the
top 5,000 charities in the UK. The team is diverse, in both its
expertise and experience, and aims to deliver a suitably tailored

investment portfolio to meet the complex needs of charity
clients and trustees.

Rathbone Greenbank Investments

As one of the pioneers in the field of ethically-focused
investments, Rathbone Greenbank Investments manages
over £11 billion in ethical and socially-responsible investment
portfolios for private clients, charities and trusts. The team

is highly proactive on ethical and sustainability issues,
engaging directly with companies and government to
improve business practices.

Rathbone Investment Management International

Our offshore discretionary investment services are
headquartered in Jersey and are provided by Rathbone
Investment Management Intermnational

Rathbone Private Office

We have also recently established the Rathbone Private Office
to help larger clients with more complex needs to protect,
enhance and organise their wealth across multiple managers,
asset classes and investment markets.
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Investment Management funds under
management have increased by 102.4%
to £33.8bn over the past five years

Complementary services

Banking and loan services

We offer loans to our existing clients secured against their
investment portfolios and, in some cases, other assets. As a
licensed deposit taker, we are-also able to offer our clients a range
of banking services including currency and payment services,
and fixed interest term deposits. These additional services are
valued by our clients and are an important point of
differentiation from many of our peers.

Financial planning

We offer in-house financial planning, which provides whole of
market advice to clients. Our in-house financial planners are
experts at thinking ahead and have long-standing experience of
advising individuals, couples and families, companies and trusts.

Unitised Portfolio Service .

Using Rathbone Multi Asset Portfolio Funds, we offer clients
with investible assets of £25000 or more our model-based
discretionary investment management services. This is
designed for clients who do not require a fully bespoke
investment solution, but still want access to an investrnent
manager who will undertake suitability to ensure investment
needs are selected and monitored to suit their individual
circumstance, as well as ensuring that their investments are
managed in a tax-efficient manner.

rathbonescom

Managed Portfolio Service

A simple and straightforward execution-only investment service
which gives clients with £15000 or more the ability to access
high-quality investments. The service is delivered at a price that
reflects the competitive nature of our sector, but to a standard
that clients have come to expect from Rathbones.

We also operate the following additional entities:

Rathbone Trust Company
Rathbone Trust Company provides UK trust and some legal,
estate and tax advice to clients.

Vision Independent Financial Planning

Vision Independent Financial Planning is an independent
IFA network providing financial advisory solutions to UK -
private clients.

Unit Trusts

Rathbone Unit Trust Management is a leading UK fund manager
with £53 billion of funds under management, providing a range
of actively-managed specialist and multi asset unit trusts that are
designed to meet core investment needs in the retail client
market. These funds are distributed primarily through financial
advisers in the UK.

Funds can also be accessed by international clients through a
Rathbone Luxembourg Funds SICAV (Société d'Investisement &
Capital Variable) which allows access to a similar range of actively
managed master funds, through a master-feeder structure.

Unit Trusts funds under management have
increased by 3077% to £5.3bn over the past
five years

uodasdiSaens



- Progress with
relationships

~ We place individuality at the centre of our
approach and are committed to continuing to
offer-our clients a personal service. During the
year we have:

— upgraded our client management systems
— improved our communication programmes

— implemented a new way of capturing and evaluating
our dlients' attitude to investment risk.

Read more on our business model on page 8 J




rathbonescom

~ Progress with
knowledge

We use our intellectual capital to set us apart
and continue to invest in new skifls and
capabilities. During the year we have:

— improved firm-wide access to research team outputs

— . developed our portfolio monitoring processes and
increased the use of asset allocation tools

— completed an extensive range of training and

development courses.
. Read more on our business mode! on page 8 /

yodaslgaegs



- Progress with
advisers

We work with a wide range of financial and

-other professional advisers, helping them
navigate changing markets and new regulations.
During the year we have:

— established a stronger presence in the intermediary
market

— continued growth in Vision Independent Financial
Planning

— invested in infrastructure to support our own internal
financial planning teams.

Read more on our business model on page 8 /
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We maintain high standards of service delivery

by adapting and evolving our processes. During

the year we have:

— established the infrastructure necessary to support
more efficient deployment of IT across the firm -

— implemented the changes necessary to meet the
requirements of MiFID II (Markets in Financial
Instruments Directive)

— continued to improve our data management

capabilities.
Read more on our business model on page 8 /

Progress with

quality

rathbonescom
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Our business model

Building value

Through a personalised-approach to.investment management, we offer investors a compelling

and attractive way to build value.

What we do

Our vision is to be the UK's leading
independently-owned provider of
investment and wealth management
services to private clients, charities
and trustees.

We have two main areas of operation
as well as several complementary
services:

— Rathbone Investment Management,

which offers personal discretionary
investrnent management solutions
— Rathbone Unit Trust Management,
which provides unit trust and mult
asset fund products
— Complementary services including:
— banking and loan services
— in-house financial planning
advice
— aunitised portfolio service
— UK trust, legal, estate and tax
advice
— Vision Independent Financial
Planning

What makes us different

A sound investment case

— Arelationship-based approach
— A unique investrment culture
— Leading margins

Scale and expertise

— 290 trained investment professionals

— £391 billion of funds under management
— Abroad range of investment solutions

Brand and reputation

— Anestablished brand with local presence
— Reliable systems and infrastructure

— Accredited performance reporting

Independent ownership

— Listed on the London Stock Exchange
and a constituent of the FTSE 250

— High standards of corporate governance

Howwedoit

Individual
relationships
with clients
and advisers

An informed
investment
process

Working flexibly
with advisers

Supported
byin-house
operations




Our service is delivered directly through investment managers who make
portfolio decisions

Our aim is to build lasting and trusted relationships

We access investments across the whole market, with no bias towards
in-house funds

Our online presence complements our service

We have a bespoke approach to portfolio construction supported by a central
research team

Our firm-wide processes allow us to pool intellectual capital and provide
strategic asset allocation methodologies

We operate a range of specialist mandates including specialist investment
teams who provide services to charities and ethical investors

Our internal quality assurance and performance measurement capabilities
provide a sound control framework

Clients have the ability to join Rathbones either directly or through their own
financial intermediary

Our dedicated intermediary sales team provide our discretionary and unit
trust services to national adviser networks and strategic partners

Direct client and adviser referrals remain the most important source of
organic growth

Our Vision Independent Financial Planning business operates independently
but maintains a close relationship with Rathbone Investment Management

We have dedicated in-house custody and settlement services

Our operations team is highly experienced

We outsource selected services, where cost-effective, to reliable and carefully
chosen partners

We invest incrementally in IT to ensure that our infrastructure keeps pace
with change

uodaiEaens

How we create long term value

For investors
~ Atrackrecord of strong operating margins

-~ Successful acquisition capability for people
and firms that fit our culture

— Stable dividend growth
— Consistent return on capital employed

For clients

— Active management of portfolios through
changing market conditions

— Avalued and quality service that builds trust

For employees

Responsibility for investment decisions
Value-based remuneration

Investment in training and development
Graduate and apprenticeship programmes



Chairman's statement

A strong 2017

2017 was a good year for Rathbones and we produced some
robust financial results. The executive team responded well to
developments in a rapidly changing wealth management market,
and our investment managers achieved good risk-adjusted
returns for our clients in a time of great uncertainty and
persistently low interest rates.

UK and global investrent markets performed well in 2017, with
some indices reaching record levels towards the end of the year.
This outcome has been positive for both Rathbones and our
clients, with the WMA Balanced Index up 72% in the year and
our funds under management reaching £391 billion, up14.3%in
theyear.

Profit before tax for 2017 increased 17.6% to £58.9 million after
incurring the costs associated with the relocation of our London
office and in pursuing strategic opportunities. These costs were
partially offset by a plan amendment gain arising from the closure
of our defined benefit pension schemes. Accordingly, basic
earnings per share of 92.7p increased 17.5% from the 789p
reported last year. A full analysis of all non-underlying items
impacting profit before tax can be found on page 127.

Underlying profit before tax was £875 million for the year ended

31 December 2017, up 168% from the previous year, and we have
continued to balance our need to continue strategic expenditure
with maintaining good profitability, reporting an underlying profit
margin of 30.6% (2016: 20.8%) for the year. Underlying earnings per
share of 138.8p for 2017, increased 137% from 1221p last year.

Inline with our progressive dividend policy, theboard is
recommending a final dividend of 39.0p per share. This brings the
total dividend for the year to 61.0p per share, an increase of 7.0%
over last year.

10-

We continually monitor opportunities to grow the business
through smaller acquisitions, but during the year we discussed
with an industry peer, Stnith & Williarson, the benefits of
combining our businesses. The benefits to both parties and our
respective clients could have been considerable, but, following
extensive discussions, we were unable to conclude a transaction
that was in the best interests of both parties. Nevertheless,

1 believe that our measured approach to this opportunity served
us well We will continue to apply this discipline when we pursue

“other opportunities.

Continued momentum

In 2014, we set out a five-year strategy which had the ambition to
reach £40 billion of funds under management by the end of 2018,
Accepting that investment markets have been favourable, we are
now well within sight of that goal with many of our strategic
initiatives continuing to gain mormentum.

Accordingly, over the next few months, the board and executive
tearn will work to refresh our strategy to ensure our core business
remains robust and that we can benefit from the changing
landscape of our industry. 1 look forward to sharing the outcome
of these discussions with our stakeholders at the appropriate time.
We remain committed to ensuring that Rathbones remain

well positioned for the future.

Governance, culture and the board

Last year, [wrote that one of my priorities was to ensureboard
oversight of the firm's culture and its development. This is
now one of my specific responsibilities. Rathbones’ culture
(professionalism, putting clients first, a collegiate approach
and integrity) has long been a competitive advantage.

Despite growth, regulation and the pace of change in our
industry, we have endeavoured to protect our culture and this
remains a board priority.

As part of this initiative, both I and my non-executive director
colleagues actively seek opportunities for direct engagement with
employees, both formal and informal, across the firm. From our
engagement this year, we have wimessed the challenging effects
that an increased workload, driven by internal and external
change, has placed on our teams. On the other hand, we have
been reassured that our strong culture remains at the heart of

the business. Preserving this culture is clearly fundamental

to achieving the best results for clients and shareholders over

the long term.
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As part of our normal succession planning, the board continues to
monitor our existing capabilities and assess what new skills are
necessary to develop both the board and the wider business over
time, taking into account the existing balance of knowledge,
experience and diversity. After a rigorous recruitrnent process,
we were delighted to welcome Jim Pettigrew to the board in
March 2017. Jim has extensive experience in financial services
and was appointed senior independent director in August 2017
following the retirement of David Harrel.

In late 2017, we completed an externally-facilitated board
effectiveness review, which has confirmed that the board
continues to operate well There are always areas to improve
however, and, in particular, we will ensure that good
communication and interaction between the board and the
business rernains a priority.

Responding to risks and regulation

Thereport from the chairman of the group risk committee,
Kathryn Matthews, is set out on page 68. We continue to enhance
our risk management processes, and, this year, have paid
particular attention to identifying and monitoring emerging risks
such as cybercrime, money laundering and data theft. We remain
vigilant to the financial risks associated with sub-letting our
existing space in Curzon Street and these risks are also reviewed
at every board meeting We also took action toreduce the risks
associated with our defined benefit pension schemes. We believe

that the other significant risks to our business are operational risks,

which areincreased by growth, and regulatory risks, which are
increased by continual changes to regulations in our sector.

The past year has been a very demanding one from aregulatory
perspective as we prepared for the changes brought about by
MIFID I (Markets in Financial Instruments Directive), the General
Data Protection Regulation, the FCA's Asset Management Market
Report and PRIIPs (Packaged Retail and Insurance-based
Investment Products). Maintaining our regulatory standards has
always been a high priority for our senior management and we
will continue to monitor the regulatory risks that arise frorn the
changes to guidelines and standards in our sector.

Engaging with shareholders

During the year, we have had the opportunity to engage with
shareholders through various channels including conferences,
company-hosted events, group meetings and one-on-one
discussions. We are fortunate to have a number of longstanding,
committed institutional shareholders and will continue to
maintain a regular and constructive dialogue with them to gather
feedback on our progress.

rathbonescom

In early 2018, we consulted with them on changes to our
remuneration policy. As it has been three years since our last
policy was approved, arevised remuneration policy will be

laid before shareholders for approval at the annual general
meeting in May 2018 Working with the company’s advisers,
the remuneration committee has reassessed our policy in the
context of a changing external environment and the firm's own
future aspirations. Although we have maintained the principal
features of our existing policy, some changes have been proposed
to align the interests of executives and investors more closely.
These changes follow a number of consultation meetings with
shareholders and governing bodies.

Listening to our employees

As a service business, our people are our greatest asset and we are
committed toretaining the many high-calibre individuals we
employ across the firm and creating a stimulating and supportive
environment for them I listen carefully to the views of my
colleagues and I recognise that this year has been a challenging
one for employees, given the pace and nature of change. [ am very
grateful for their continued perseverance and dedication.

Outlook

The UK wealth managemernt industry continues to evolve, driven
by client needs, regulation, demographics, technological
innovation and a changing competitive landscape. Rathbones, as a
leading UK discretionary wealth manager, remains well placed to
respond to and capitalise on these evolving trends.

Weremain committed to growing the business both organically,
via disciplined investrnent, and inorganically, via acquisitions that
not only fit our strategic and financial criteria, but also share our
culture and values.

Notwithstanding some caution, which naturally emerges at a time
of high investment markets and political uncertainty, we enter
2018 well positioned to provide long-term value for shareholders.

Mark Nicholls
Chairman
21 February 2018

n
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Chief executive's review

The wealth management sector
remains robust

The wealth management industry continues to be an exciting
and rapidly changing place to do business. In 2017, the industry
has not only had to navigate a particularly uncertain political
climate, but has also had torespond to a considerable amount
of newregulation.

Importantly, many positive drivers for long-term private wealth
accumulation are still in place. The challenge the current climate
brings is to secure the scale economies and operational efficiencies
necessary to respond positively to dernographic changes and
technological advances, whilst reacting to a climate of increasing
price pressure.

In this respect, Rathbones continues to be well positioned in

the industry with our own funds under management reaching
£391 billion at 31 December 2017, up 143% from £342 billion at the
end of 2016. Total funds under management in our Investment
Management business at 31 Decemnber 2017 were £338 billion, up
11.9% from £302 billion in 2016, whilst our Unit Trusts business
reached a milestone of £53 billion, up 325% from last year.

Strong financial performance underpinned
by a 30% operating margin

Despite investing in a number of areas across the business during
the year, we maintained a leading operating margin of 30.6%
(2016: 29.8%) through a combination of relatively supportive
investment markets and continued net funds growth and cost
discipline. Underlying profit before tax totalled £87.5 million

(2016: £74.9 million), generating an underlying eamings per share
0f1388p, an increase of 13.7% from 1221p in 2016.

In 2017, the group added £4 8 billion gross funds under
management organically, split between £31 billion in our
Investment Management business and £17 billion in our Unit

. Trusts business (2016: £2.3 billion and £1.3 billion respectively).

Outflows from intergenerational wealth transfer, property
purchases and other uses of funds to support lifestyle continue
unabated in this low interest rate environment. Net organic
growth in this business was 3.0% (2016: 2.9%), which represents a
satisfactory result in an investment climate that was largely
directionless until the end of the year. Net flows into our Unit
Trusts business were very strong however, totalling £883 million
inthe year (2016: £554 million) and helpingits total funds under
management to reach a record £53 billion (2016: £4.0 billion)

at 31 December 2017.

Profit before tax for the year of £58.9 million was 17.6% higher than
the £501 million in 2016 and reflects the impact of a number of
non-underlying iterns, A full analysis of these itemns can be found
on page 31

As reported on page 116, our balance sheet remains stable with a
consolidated Common Equity Tier 1ratio at 31 December 2017 of
20.7% compared with 17.7% at 31 December 2016. Our consolidated
leverage ratio at 31 December 2017 was 7.8% compared with 66%
at 31 December 2016. We remain a capital-efficient business,
generating an underlying return on capital employed of 19.5% for
the year compared to 193% a year ago. A detailed analysis of our
regulatory capital position at 31 December 2017 can be found on
page 38.
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The journey to £40 billion has significantly
improved our capabilities as a firm

Four years ago, I shared an ambition for the firm to reach

£40 billion of funds under management by the end of 2018,

and I am encouraged that this goal is within our reach. Since 2014,
we have delivered a significantly improved investment platform
to support our investment teams, built new distribution channels
addressing both IFA networks and professional intermediaries,
acquired Vision Independent Financial Planning expanded our
research and specialist investment capabilities, simplified our
pricing structures and materially grown our Unit Trusts business.
We have also delivered learning and development programimes to
employees, strengthened our brand profile, improved our website
and broadened our marketing capability.

Alongside this demanding programime, we have taken advantage
of a number of opportunities to deliver inorganic growth through
team hiring and bolt-on acquisitions. Our culture of ‘professional
autonomy with accountability’ on which our investment
managers thrive, remains very much at the heart of our business,
but does place more demands on our ability to manage risk. Hand
in hand with this considerable level of activity, we have ensured
that we continue to operate a risk and control framework that
allows us to adhere to our core philosophies of delivering an
investment-led, highly personal whole of market investment
service to our clients.

Investing in the future

There are, of course, areas of the business that we must continue
to develop to adapt to the changing needs of our clients. This year,
we have been reviewing the processes we use to maintain and
manage information about our clients, and have made a number
of enhancements. In 2017, we embedded a new way of capturing
and evaluating our clients' attitude to investrnent risk and
significantly increased the usage of asset allocation tools across
the firm, with over 97% of discretionary funds now linked to
these tools.

In 2018, we will continue to keep abreast of evolving client
suitability standards. We will also be looking to improve our
account opening processes, making use of a material upgrade to
our client relationship management systems and providing more
administrative support to ensure that investment tearns can
continue to focus on serving our clients well.

rathbones.com

The output from our research tearn has increased considerably
over the last two years, as has access to this output, through the
introduction of a research hub, which disseminates information to
our growing cormimunity of investrment managers. In 2018, we will
continue to ensure that we attract the right level of investment
skills to support and develop our investment process, but, just as
importantly, ensure that the amount of external research we
procure isright for us. MiFID I (Markets in Financial Instruments
Directive) has made some significant changes to the way in
which external research is priced, delivered and administered,
and we will work hard to keep abreast of developments to secure
value for money.

wuodasddaens

Building our presence in the intermediary market has remained a
key priority, so a May 2017 report by Defaqto, which confirmed
that the use of Rathbones as a discretionary fund management
provider to advisers had more than doubled in the last year,
was a good outcome. Vision Independent Financial Planning
made strong progress during the year, growing funds under
management to £14 billion (2016: £1.0 billion) and continuing to
attract quality advisers. In addition, our specialist interrnediary
tearn continues to focus on a number of important strategic
partnierships, and is now well established. We expect flows to
improve from the £265 million introduced in 2017 to around
£350 million as the proposition continues to gain momenturn.

This year, we deliberately invested in establishing the right
infrastructure to support our internal financial planning teams and
further develop the proposition. We are now able to expand its
footprint across more of our regional offices over the next year
and expect to increase the number of professional staff in 2018.

In total, we expect net costs to increase by up to £15 million as a
result. The Rathbone Private Office became fully operational
during 2017, with a marketing programme positioning the firm

as a aredible alternative for larger and more complex clients, and
raising its profile within the intermediary community.

We remain mindful that current employee ownership in the
business is culturally important and over recent years there has
been a decline, primarily as a resuit of retirement. From 2018,
we will seek to correct this by creating opportunities for more
employees to build a larger element of equity ownership.

Finally, investment markets inevitably present an elemernt

of cyclicality to earnings and stock performance and we will
continue to monitor this as we review and update our goals for
the next five years.



Chief executive's review continued

Regulation and infrastructure
continue to evolve

In 2017, we and the industry have had the task of implementing
the significant regulatory changes that arise from the introduction
of MiFID I and the General Data Protection Regulation (GDPR) in
particular. Whilst MiFID I has been successfully delivered on time
and work on GDPR is advanced, these new regimes will continue
torequire some significant changes to our core processes and
systems, with costs continuing at similar levels into 2018.

MIFID II, in particular, will have an impact on our Unit Trusts
business, which will bear the full cost of external research in 2018,
Research costs bome by the funds in 2017 were £0.8 million.

This is in addition to the expected ban on 'risk-free’ box dealing
profits (2017: £31 million) following the FCA's Asset Management
Market Study. We will ook to offset these impacts in profit terms
by continuing to grow the business and build on the momentum
the team has achieved. -

Technology continues to be a significant entrant in our sector and
Ibelieve it will continue to play a disruptive role in the future if not
wholly embraced. Whilst we are committed to our highly personal
approach to providing investment and advisory services, we will
continue to invest to capture the opportunities that these new
technologies can offer to improve our services and operational
efficiency while increasing the capacity of our investment tearns.

In 2017, wereorganised and upgraded the skills of our IT teamn,
which over the medium term will improve our data management
capabilities, enhance our client communications and introduce
additional security measures to combat the ever-growing

cyber threat. We expect that this expansion of our IT capability,
together with more general cost inflation, will add approximately
£2.5 million to our running costs.

14

Outlook

This year has presented many challenges and opportunities and
[ fully expect 2018 to do so in equal measure. Brexit continues to
be a regular discussion topic within the investment community,
but, as a predominantly UK-based firm, our own view is largely
focused on the wider economic environmernt and any impact it
may have on the investrnents we rmake for our clients.

I'would like to take this opportunity to praise the efforts of our
employeesin this eventful last year. Notwithstanding the
demands of our own change programme and a complicated
market environment, they have kept the needs of our clients at
the forefront of what we do and corncentrated on providing an
exemplary service.

We enter 2018 in a good position, with industry-leading operating
margins and a strong balance sheet. We will continue to look for
accretive acquisition opportunities and to invest in our future
with discipline.

Philip Howell
Chief Executive

21 February 2018
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Our strategy
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Market review
Stability in a changing market

Increased regulatory pressures, greater IT-demands and the prospect.of lower new wealth generation in the UK all mean firms
will need to be at the forefront of innovation to capture market share. Alongside these pressures, the UK population is ageing
while state and corporate sectors shift the burden of retirement on to individuals and families. Favourable savings trends
overall though, twinned with ever-increasing tax complexities, will continue to drive further demand for wealth management
services over the longer term, placing Rathbones in a strong position to proactively respond to developments in the market
and provide a quality service for clients.

Macro-economic conditions Regulatory change

Wider political and economic uncertainty remains as the Increased regulatory pressures mean firms will need to
UK economy begins the process of adjusting to a new invest to keep up with the pace of change and capture
relationship with the European Union. Demographics market share.

are also shifting and firms must respond to the evolving
needs of clients in order to remain competitive.

The opportunities

— The need for advice is increasing given the — Wealth management firms are well positioned to benefit
complexities surrounding the UK economy, tax from greater pension freedoms as declining levels of
requirements and regulatory changes government and company pension support wilt

— The persistence of a lower interest rate environment encourage individuals to save
continues to accentuate the need for investment — The weight of regulation is likely to create higher barriers

— An ageing population with increased life expectancy ) to entry and lead to further industry consolidation

increases the need to save for retirement and finance
lifestyles over a longer period of time

— Increasing demands on clients’ time encourages
them towards a full service investrnent solution

The challenges

— Thetrends for intergenerational wealth transfer, — More expenditure will be required to keep up with the
property purchases and other uses of funds to pace of regulatory change
supportt lifestyle continue unabated — Regulatory changes could place pressure on the time

— Demographic shifts will continue as millennials investment teams can devote to delivering key services

overtake baby boomers as the largest generation
and bring evolving needs and requirements




Continuing
our strategy

Our strategy can be broken down into the three key
objectives outlined below.

uodasdSaens

Industry developments

The industry continues to change with varying
business models looking for technological
advantages. Keeping pace with this change is
fundamental to sustaining a quality service.

— Defining a sustainable service model and
proposition that captures the market
opportunity is critical

— Hamessing elements of techniology to improve
client communications and automate processes
is essential to using investment manager
time efficiently

— The industry will continue to face pricing
pressures

— Increased IT expenditure will be required to
adopt new technologies and remain competitive

©

Quality service
Page18

adll
Earnings growth
Page19

A

Employee value
Page 20

We aim to provide our clients with the highest
quality of service to maintain our brand
reputation and competitive positioning.

Principal risks:

Performance and advice (see page 25
Processing (see page 26)

Regulatory (see page 23)
Reputational (see page 25)

Our aim is to build high-quality revenues

that support ongoing investment and provide
a growing streamn of dividend income for
shareholders over each economic cycle.

Principal risks:
Performance and advice (see page 25)

- Processing (see page 26)

Regulatory (see page 25)

Our ability to achieve growth and deliver a
quality service is dependent on the ability of
our people. We are committed to rewarding
our staff in line with business objectives and
providing them with an interesting and
stimulating career environment.

Principal risks:

Regulatory (see page 25)
Reputational (see page 25)

Each objective is considered carefully when setting executive
remuneration targets and criteria. For more information on how these
strategic objectives feed into our executive incentive plan, see page 87
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Our strategic objectives

Quality service

We aim to provide our clients with the highest quality of service to maintain our brand reputation and

competitive positioning,

Key initiatives

— Ongoing development of our investment process to support
investrnent team decisions and drive positive portfolio outcomes

- Investment in techniology to better evaluate client attitudes to
risk, improve communication and manage investment team
capadity and efficiency

— Selectively add complementary service offerings that support
the core investment service

Progress in 2017

— Embedded a new way of capturing and evaluating our clients'
attitude to investment risk

— Improved access to and availability of research team outputs

— Established a communication programme to engage
clients, potential clients and advisers, comprising regular
investment reports, market commentaries and digital and
social media content

— Began atechnology upgrade programme, which will improve
data management capabilities and client communications and
introduce additional security measures to combat the growing
cyber threat over the medium term :

Improved infrastructure to support our internal financial
planning teamns and the Rathbone Private Office becarne
fully operational

Awarded Private Client Asset Manager of the Year by
Cifywealth in May and Investment Week's Gold Standard -
Award for Discretionary Portfolio Management in November
and received both the Citywealth and Charity Times awards
for Charity Investment Manager of the Year in May and
September respectively

Priorities for 2018

Develop a dient relationship management system and
improve account opening processes to ensure that investrnent
teams can continue to focus on serving clients well while
meeting regulatory demands

Invest in client support resources to capture opportunities to
improve service and enhance the operational efficiency of
investment teams

Continue to attract high-quality investrment professionals to
support and develop the investment process and proactively
monitor the value of the external research we procure

Total funds under Investment Management
management (£bn) net organic growth rates
(%)

£39.1bn 3.0%
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Capital expenditure Number of Investment
excluding property Management clients
(£m) ('000)

£8.5m

50,000
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Earnings growth

Our aim is to build high-quality revenues that support our ongoing investment and provide a growing
streamn of dividend income for shareholders over each economic cycle.

Key initiatives

— Increasing fee-based revenues to improve earnings quality

— Promoting ongoing cost discipline to preserve underlying-
operating margins and manage pension and property risks

— Selectively investing in initiatives that support organic and
acquired growth

Progress in 2017

— - Enhanced management information tools and realigned
remuneration structures to improve support for cornmercial
decision-making at investrent teamn level in our private
client business

— Generated net inflows of £261 million during 2017 from our now
well-established specialist interrediary tearn, with increased
recognition in the sector confirmed in a May 2017 Defaqto report

— The Vision Independent Financial Planning adviser network

— Successfully closed defined benefit pension schemes

— Evaluated a number of acquisition opportunities

— Increased fee income to 76.0% of total underlying operating
income, up from 73.5% a year earlier

Priorities for 2018

— Continue to invest in growth with discipline, mindful of
investment markets

— Support investment teams on a selective basis to ensure that -
they have the resources needed to grow

— Refresh medium-term strategy such that the business can
continue to benefit from the changing landscape of the industry

— Continue to strengthen engagement with financial advisers,
UK and international intermediaries and Vision Independent
Financial Planning

expanded to 115 advisers from 99 a year earlier, while funds ~ Sublet1 Curzon Street premises

under advice increased to £14 billion from £10 billion in 2016
— Continued momentum in our Unit Trusts business, which grew

funds to arecord £53 billion at 3t December 2017
Underlying operating Dividend per share (p) Underlying earnings Return on capital
margin (%) per share (p) employed (%)

30.6% 61.0p

rathbonescom

138.8p 19.5%
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Our strategic objectives continued

(&) Employee value

Our ability to achieve growth and deliver a quality service is dependent on the ability of our people‘
We are committed to rewarding our staff in line with business objectives and providing them with an

interesting and stimulating career environment.

Key initiatives

— Continue to monitor succession and development plans for
critical roles and functions

— Promote a collaborative working environment that supports
personal and professional development of staff

— Ensureremuneration alignment with business objectives

Progressin 2017
— Reviewed senior management succession plans

— Implemented perforrmance-based enhancements to
investrment manager remuneration schemes

— Completed a board review on culture and developed a culture
risk dashboard, with metrics for ongoing monitoring by the
conduct risk committee

~ Actively promoted both the graduate and apprenticeship
schemes

— Incareased average annual training investment per person to
£783 (2016: £634) with particular focus onregulatory training
and business development sessions

Launched an online performance management tool to help
better support both line managers and employees and
improved the annual employee appraisal process to place
more focus on feedback, performance, career development
and succession planning

Conducted a comprehensive review of family leave policies
leading to significant improvements in maternity and paternity
policies as well as additional support to employees in the form
of group coaching for working parents

Continued to increase employee participation in SIP and SAYE
schemes, with SIP participants increasing to 1089 employees
from 1,010 employees, the number of outstanding SAYE share
options increasing to 525891 from 507,714 a year earlier and the
number of employees with SIP partnership shares increasing
from 844 t0 946

Priorities for 2018

Closely monitor investrnent team capacity and provide
support as required to manage necessary regulatory change

Roll out a training programme covering diversity, inclusion and
unconscious bias to all managers across the firm, following
completion by the executive committee in 2017

Create opportunities for more employees to build a larger

element of equity ownership.
Staff turnover (%) Number of participants Average full time Variable staff costs as a %
with SIP partnership equivalent employees of underlying profit before
shares tax and variable staff costs

6% 946

37.9%
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Risk management

During 2017, we have continued to evolve our risk managernent approach in support of our ‘three
lines of defence’ model. Our risk governance, risk processes and risk infrastructure have continued to
mature to ensure our management of risk considers existing and emerging challenges. In 2018, we will
maintain our approach and ensure that appropriate risk management is applied across the group to

protect our stakeholders.

Risk culture

Webelieve that an appropriate risk culture enhances the
effectiveness of risk management. The board is responsible for
setting the right tone and, through our senior management team,
encouraging characteristics and behaviours which support a
strong risk culture, The consideration of risk is therefore accepted
as being part of everyone’s day-to-day responsibilities and
activities. Risk management is linked to performance and
development, as well as to the group's remuneration and reward
schernes. The purpose of this is to create an open and transparent
working environment, encouraging employees to engage
positively in risk management and support the effective
achievement of our strategic objectives.

Three lines of defence

We continue to apply a ‘threelines of defence’ model to support
our risk management framework, with responsibility and
accountability for risk managerment broken down as follows:

First line: Senior management and operational business units are
responsible for managing risks, by developing and maintaining
effective internal controls to mitigate risk.

Second line: The risk, compliance and anti-money laundering
functions maintain a level of independence from the first line.
They are responsible for providing oversight and challenge of the
first line's day-to-day management, monitoring and reporting of
risks to both senior management and governing bodies.

Third line: The intemal audit function is responsible for providing
independent assurance to both senior management and
governing bodies as to the effectiveness of the group's
governance, risk management and internal controls.

rathbones.com
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Risk appetite

We define risk appetite as both the amount and type of risk the
group is prepared to accept or retain in pursuit of our strategy.

Our appetite is subject to regular review to ensure it remains
aligned to our strategic goals. Our risk appetite framework contains
some overarching parameters, alongside specific primary and
secondary measures for each principal risk. At least annually, the
board, executive committee and group risk committee will
formally review and approve the group's risk appetite statement
and assess whether the firm has operated in accordance with the
stated risk appetite measures during the year. Notwithstanding
the continued expectations for business growth, along with a
strategic and regulatory change programme for 2018, the board
remains committed to having a relatively low overall appetite for
risk, ensuring that our intemal controls mitigate risk to appropriate
levels. The board recognises that the business is susceptible to
fluctuations in investment markets and has the potental to bear
losses from financial and operational risks from time-to-time,
either as reductions in income or increases in operating costs.

Identification and profiling of

principal risks

Our risks are classified using a hierarchical approach. The highest
level (Level 1) comprises financial, conduct and operational risks.
The next level (Level 2) contains 16 risk categories, each allocated to
a Level 1 risk. Detailed risks (Level 3) are then identified as sub-sets
of Level 2risks. Level 3risks are captured and maintained within
our group tisk register, which is the principal tool for monitoring
risks. We recognise that some Level 2 and Level 3 risks have
features which need to be considered under more than one Level 1
risk, and this is facilitated in our framework through a system of
primary and secondary considerations, Our risk classification is
regularly reviewed and takes a souctured approach tothe
identification of all known material risks to the business and those
ernerging risks which may impact future performance.

Our risk exposures and overall risk profile are reviewed and
monitored regularly, considering the potential impact, existing
internal controls and management actions required to mitigate the
impact of emerging issues and likelihood of future events. To
ensure we identify and manage our principal risks, reviews take
place with risk owners, senior management and business units
across the group. The risk function conducts these reviews and
risk workshops regularly during the year.



Risk management continued

Awatch list is maintained to record any current, emerging or
future issues, threats, business developments and regulatory or
legislative change, which will or could have the potential to impact
the firm’s current or future risk profile and therefore may require
active risk management, usually through process changes or
systemns development. The group's risk profile, risk register and
watch list are regularly reviewed by the executive committee,
senior management, board and group risk commmittee.

We assess risks using a1—4 scoring systern. Each Level 3risk is
rated by assessing the inherent likelihood of its occurrence in a
five-year period and the associated impact. A residual risk score
and overall risk rating of high, medium, low or very low is then
derived for the five-year period by taking into account an
assessmment of the intemnal control environment or insurance
mitigation. The assessment of our control environment,
carried out by senior management within the firm, includes
contributions from first, second and third line data, monitoring
and/or assurance activity.

Risk assessment process

The board and senior management are actively involved ina
continuous risk assessment process as part of our risk
management framework, supported by the annual Internal Capital
Adequacy Assessment Process (ICAAP) and Internal Liquidity
Adequacy Assessment Process (ILAAP) work, which assesses the
principal risks facing the group.

Stress tests include consideration of the impact of a number of
severe but plausible events that could irnpact the business. The
work also takes account of the availability and likely effectiveness
of mitigating actions that could be taken to avoid or reduce the
impact or occurrence of the underlying risks.
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Day-to-day, our risk assessment process considers both the impact
and likelihood of risk events which could materialise, affecting the
delivery of strategic goals and annual business plans. A top-down
and bottom-up approach ensures that our assessment of key risks
is challenged and reviewed on a regular basis. The board and
executive comrnittee receive regular reports and information from
sernior management, operational business units, risk oversight
functions and specific risk committees.

The executive committee, group risk committee and other key
risk-focused committees consider the risk assessments and
provide challenge, which is reported through the governance
framework and ultimately considered by the board.

Profile and mitigation of principal risks

As explained above, our risks are classified hierarchically in a
three-level model There are three Level 1 risks, 16 Level 2 risks and
at Level 3 there are 44 risks, all of which form the basis of the
group'srisk register.

Our approach to managing risk continues to be underpinned by
an understanding of our current risk exposures and consideration
of how risks change over time.

The underlying risk profile and ratings for the majority of Level 2
risks have remained consistent during 2017. However, there have
been some changes to risk ratings and the following table
surnmarises the most important of these.

Based upon the risk assessment processes identified above, the
board believes that the principal risks and uncertainties facing
the group have been identified. These reflect the impact of
strategic and regulatory change in the year including for example,
MiFID II (Markets in Financial Instruments Directive) and the
General Data Protection Regulation (GDPR). The board remains
vigilant to the risks associated with the pension schemes’ deficit
and the sub-letting of vacant office space in London. Otherwise,
the board continues to believe that the other key risks to the
business are operational risks that arise from growth and
regulatory risks that may arise from continual changes to rules
and standards in our sector.
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Our overall risk profile and control environment are described
below. Theboard receives assurance from first line senior
management that the systems of intemnal control are operating
effectively and from the activities of the second line and third line
that there are no material control issues which would affect the
board's view of its principal risks and uncertainties.

In line with current guidance, we also include in the tables the
potential impacts (1) the firm might face and our assessment of the
likelihood (L) of each principal risk crystallising in the event it
materialises. These assessments take into account the controls in
place to mitigate therisks. However, as is always the case, should a
risk materialise, a range of outcomes (both in scale and type) might
be experienced. This is particularly relevant for firms such as
Rathbones where the outcome of a risk event can be influenced
by market conditions as well as internal control factors.

We have used ratings of high, medium and low in this risk
assessment. We perceive as high-risk iterns those which have
the potential to impact the delivery of strategic objectives,
with medium- and low-rated iterns having proportionately
less impact on the firm. Likelihood is similarly based on a
qualitative assessment.

" factors are monitored through our watch list. During the year,

Emerging risks and threats

Emerging risks, including legislative and regulatory change,
have the potential to impact the group and its strategy. These risk

the executive cornmittee continued to recognise a nurmnber of
emerging risks and threats to the financial services sector as a
whole and to our business. We also recognise that the risk profile
associated with outsourced activities can change over time and
this will be an area of continued focus in 2018.

In addition to the group's view that we can reasonably expect
current market conditions and uncertainties to remain throughout
2018, other developing risks include, for example, cyber threats,
regulatory change and scenarios potentially arising from
geopolitical developments, including Brexit.
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We are monitoring the potential consequences of Brexit very
closely. Our current assessment is that the direct impacts of Brexit
are manageable given our largely UK based business model
However, we are conscious that the position rmight change and
could raise unexpected challenges and also that second order
effects might have broader impacts on the UK economy as a whole.

Risk change
Ref Risk Desaription of change in2017
D Pension The schemnes’ valuation and funding deficit decreased materially due tothe closureof the
schernes during the year with a significant nurnber of members transferring benefits out of
the schemes. However, this still remains an important risk for the firm to manage.
F Performance and Our forward-looking risk assessment increased during the year, largely reflecting regulatory 2
advice drivers. In addition to changes delivered in 2017, we plan to improve our processes further in
2018, including how we take on clients and our approach to assessing suitability.
G Regulatory Our risk assessment recognises the extent of regulatory change implemented in 2017, which A
continues into 2018, including, for example, MiFID II optimisation and GDPR.
K Data integrity and: We haveincreased our risk rating in this area based on our assessment of the increasing VAN
security external threat profile, despite continuing investiment in technology improvements.
0 People Although still regarded as a medium risk, our forward-looking risk assessment increased VAN

during the year, reflecting industry-wide trends. We also recognise the importance of
addressing the drivers behind our gender pay gap over the corning years.

rathbones.com



Risk management continued

Financial risks
Reslduat rating

Ref Level 2 risk 1 oL How the risk arises Contro! environment

A Credit Low Low  Thisrisk canarise fromplacing — Banking committee oversight
The risk that one or more funds with other banks and — Counterparty limits and credit reviews
counterparties holding interest-bearing — Treasury policy and procedures
fail to fulfil contractual securities. There is also 3 — Active monitoring of exposures
obligations, including stock limited level of lending to — Client loan policy and procedures
settlement clients — Annual ICAAP

B Liquidity Low Low  Thisrisk can arise throughday- — Banking committee oversight
The risk of having insufficient to-day operationsinsofarasa — Daily treasury procedures, reconciliations and
financial resources to meet significant proportion of client reporting to senior management
obligations as they fall due, or funds could be withdrawnin ~ — Cash flow forecasting
that to secure access to such 3 short time period and — Contingency funding plan
resources would be at an marketable assets may notbe  — Annual ILAAP (including stress testing)
excessive cost realised in time and at the

value required

C Market Low Low  Thisrisk can arise throughtwo — Banking committee oversight
Therisk that regulatory own primary areas: the exposureto  — Documented policies and procedures
funds will be adversely mismatch betweenrepricing ~ — Daily monitoring of interest rates, exchange
affected by changes in the of the firm’s own financial rates, maturity mismatch and extent of
level or volatility of interest assets and liabilities and, to 3 marketable assets
rates, foreign currency lesser extent, transactional — Robust application of policy and investment
exchange rates or market foreign exchange risk limits
prices

D Pension High High  This risk can arise through a — Board, senior management and trustee
The risk that the cost of sustained deficit between the oversight
funding our defined benefit schemes' assets and liabilities. — Monthly valuation estimates
pension schemes increases, Anumber of factorsimpacta  — Triennial independent actuarial valuations
or their valuation affects deficit, including increased life  — Investrent policy
dividends. reserves and expectancy. falling interest — Senior management review and defined
capital rates and falling equity prices management actions

— Annual ICAAP

Further detailed discussion of the group's exposures to finandial risks is included in note 31 to the financial statements.
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Conduct risks

Resldual rating
Ref Level 2 risk ! L How the risk arises Control environment g
E Business model Med Med  Thisrisk can arise from — Board and executive oversight @,
Therisk that the business strategic decisions which failto — A documented strategy é
model does not respond in an consider the current operating  — Annual business targets, subject to regular g
optimal manner to changing environment, or can be review and challenge
market conditions such that influenced by external factors  — Regular reviews of pricing structure
sustainable growth, market such as material changes in — Continued investment in the investment I
share or profitability is regulation or legislation within process, service standards and marketing
adversely affected the financial services sector — Trade body participation
: — Regular competitor benchmarking
and analysis
F Performance and advice Med Med  Thisrisk can arise through a — Investment governance and structured
The risk that clients receive failure to appropriately committee oversight
inappropriate financial, trust understand the wealth — Management oversight and segregated quality
or investment advice, management needs of our assurance and performance teams
inadequate documentation or clients and a failure to apply — Performance measurement and attribution
unsuitable portfolios, resulting suitable advice or investment analysis
in a failure to meet clients’ strategies, along withhaving ~ — Know your client (KYC) suitability processes
‘investment and/or other inadequate tools and systems  — Weekly investment management meetings
objectives or expectations in place to support our client-  — Investment manager reviews through
facing financial professionals supervisor sampling
— Compliance monitoring
G Regulatory High Med  Thisrisk can arise from failures — Board and executive oversight
Therisk of failure by the by the business to comply — Active involvement with industry bodies
group or a subsidiary to fulfil with existing regulation or — Compliance monitoring programme to examine
regulatory requirements and failure to identify and react the control of key regulatory risks
comply with the introduction to regulatory change — Separate anti-money laundering role with
of new, or changes to existing, specific responsibility
regulation — Oversight of industry and
regulatory developments
— Documented policies and procedures
— Staff training and development
H Reputational Med Low  Thisrisk can arise duetoa — Staff training and development
The risk of reputational variety of reasons, primarily ~ — Board and executive oversight

damage from financial and
non-financial events or from
failing to meet stakeholders'
expectations

within Rathbones. These could — Strong corporate values and approach to
include the conduct of the governance
company or its employees, or  — Positive culture regarding risk and regulation,
the service or products supported by appropriate remuneration
provided to clients practices
— Appropriate emphasis on the control
environment through the ‘three lines of
defence’
— Proactive and positive communications with
key stakeholders
— Crisis response plan
— Monitoring of company performance relative
to competitors

rathbonescom
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Risk management continued

Operational risks
Residual rating
Ref Level 2 risk | L How the risk arises Control environment
| Business change Med Low  Thisriskcanariseif the — Executive and board oversight of material
The risk that the planning or business is too aggressive and change programmes
implementation of change is unstructured in its change — Group project programme board
ineffective or fails to deliver programme tomanage project — Dedicated project office function, use of
desired outcomes, the risks, resource capacity and internal and, where required, external subject
impact of which may lead to capabilities to deliver business matter experts
unmitigated financial benefits. The firm also — Documented business plans and IT strategy
exposures recognises therisks associated — Two-stage assessment, challenge and
with its office move in London, approval of project plans
whichwillleadtothesub- =~ — Documented project and change procedures
letting of some premises — Active marketing of vacant space
J Business continuity Med Low  Thisrisk canarise fromthe — Group business continuity committee
The risk that an internal or business failing to effectively oversight
external event results in control and administer its core — Documented crisis/incident management
either failure of, or detriment operating systerns, manage and disaster recovery plans
to, core business processes current and future resource ~ Regular disaster recovery testing
or services requirements or maintain — Continuous monitoring of IT systems
appropriate security of availability
its infrastructure — Off-site data centre
K Dataintegrityand security Med Med  Thisrisk can arise from the — Data security committee oversight
The risk.of a lack of integrity firm failing to maintain and — Data protection policy and procedures
of, inappropriate access to or keep secure at all times — System access controls and encryption
disclosure of client or sensitive and confidential data  — Penetration testing and multi-layer
company-sensitive through its operating network security
information infrastructure, including the — Training and employee awareness
activities of employees and programmes
cyber threats — Physical security
L Fraud Med Low  Thisrisk can arise from failures — Executive oversight
The risk of fraudulent action, to implement appropriate — Documented policies and procedures
either internal or external, management controls to — Segregation of duties between front and
being taken against the detect or mitigateimpropriety. back office
group or a subsidiary either within or external tothe — System authority and payment limits
business and services ~ System access controls
provided — Training and employee
awareness programmes
M Legal Med Low  Thisrisk can arise from — Executive oversight
The risk of legal action being inappropriate behaviour of — Retained specialist legal advisers
taken against the group or 3 individuals or from the — Routine control of risks which might lead to
subsidiary or failure to inadequate drafting of the - litigation if adverse outcomes are experienced
comply with legislative firm's contractual by clients or other third parties
requirements, resulting in documentation — Documented policies and procedures

financial loss and
reputational damage

— Training and employee awareness programmes
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Residual rating

of service and protection to
client or company assets

Ref Level 2 risk | L How therisk arises Control environment

N Outsourcing Med Low  Thisrisk can arise due — Executive oversight
The risk of one or more third to significant unknown — Supplier due diligence and regular
parties failing to provide or operational changes at key financial reviews
perform outsourced services outsourced relationships, or — Activerelationship management, including
tostandards expected by a material change to their regular service review meetings
the group. impacting the business model, which affects  — Service level agreements and monitoring
ability to deliver core services their ability to provide the of key performance indicators

required services — Compliance monitoring over regulated
for Rathbones activities

0 People Med Med  Thisrisk can arise across all — Executive oversight
Therisk of loss of key staff, areas of the business as a — Succession and contingency planning
lack of skilled resources and result of resource — Transparent, consistent and competitive
inappropriate behaviour or management failures or remuneration schemes
actions. This could lead to from external factors such — Contractual clauses with restrictive covenants
lack of capacity or capability as increased competition or — Continual investment in staff training
threatening the delivery of material changes in regulation and development
business objectives, or ’ — Employee engagement survey
behaviour leading to — Appropriate balanced performance
.complaints, regulatory action measurement system
or litigation

P Processing Low Med Thisrisk can arise from the — Authorisation limits and management oversight
The risk that the design or failure of management to — Dealing limits and supporting system controls
execution of implement and control — Active investment in automated processes
client/financial/settlement operational processes and — Counter-review/ four-eyes’ processes
transaction processes systems to support the — Segregation of duties
(including dealing activity) volumes of transactions — Documented procedures
areinadequate or fail to processed on a daily basis — Annual controls assessment
deliver an appropriate level (ISAE3402 report)

rathbonescom

27

yodasd@aeng



Risk management continued

Assessment of the company’s prospects

The board prepares or reviews its strategic plan annually,
completing the ICAAP and ILAAP work which form the basis for
capital planning and regular discussion with the Prudential
Regulation Authority (PRA).

During the year, the board has considered a number of stress tests
and scenarios which focus on material or severe but plausible
events that could impact the business and company’s financial
position. The board also considers the plans and procedures in
placein the event that contingency funding is required to
replenish regulatory capital On a monthly basis, critical capital
projections and sensitivities have been refreshed and reviewed,
taking into account current or expected market movements and
business developments.

Theboard's assessment considers all the principal risks identified
by the group and assesses the sufficiency of our response to all
Pillar 1risks (credit, market and operational risks) to the required
regulatory standards. In addition, the following risks were focused
on for enhanced stress testing: equity market risk, interest raterisk,
aloss of business/competition risk, business expansion risk and
pension obligation risk

The group considers the possible impacts of serious business
interruption as part of its operational risk assessment process and
remains mindful of the importance of maintaining its reputation.
Although the business is almost wholly UK-situated, it does not
suffer from-any material client, geographical or counterparty
concentrations.

Whilst this review does not consider all of the risks that the group
may face, the directors consider that this stress testing-based
assessment of the group’s prospects is reasonable in the
crcumstances of the inherent uncertainty involved.

28

Viability statement

In accordance with the UK Corporate Governance Code, the board
has assessed the prospects and viability of the group over a three-
year period taking into account the risk assessments (which are
based upon afive-year period as detailed above). The directors
have taken into account the firrn's current position and the
potential impact of the principal risks and uncertainties set out
above. As part of the viability statement, the directors confirm that
they have carried out a robust assessment of both the principal
risks facing the group, and stress tests and scenarios that would
threaten the sustainability of its business model, future
performance, solvency or liquidity.

The board considers five-year projections as part of its annual
regulatory reporting cycle, which includes strategic and
investment plans and its opinion of the likelihood of risks
materialising However, given the uncertainties associated with
predicting the future impact of investment markets on the
business over this longer period, the directors have determined
that a three-year period to 31 December 2020 continues to
constitute an appropriate period over which to provide its viability
statement. This is more closely aligned to its detailed capital
planning activity.

Stress testing analysis shows that under scenarios such as a 45%
fall in FTSE 100 levels or a 0% interest rate environment, the group
would remain profitable and is able to withstand the impact of
such scenarios. An example of a mitigating action in such
scenarios would be a reduction in dividend.

Based on this assessment, the directors confirm that they have a
reasonable expectation that the company will be able to continue
in operation and meet its liabilities as they fall due over the period
to 31 December 2020.
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Financial performance

Paul Stockton
Finance Director

Table 1. Group's overall performance

2017

Underlying operating income
Underlying operating expenses
Underlying profit before tax!
Underlying operating margin?
Profit before tax

Effective tax rate

Taxation

Profit after tax

Underlying earnings per share
Earnings per share

Dividend per share?

Return on capital employed*

£m £m
(unless stated) _ (unless stated)
286.0 2513
(198.5) (176.4)
87.5 749
30.6% 29.8%
58.9 501
20.5% 23.8%
(12.1) (11.9)
46.8 382
138.8p 1221p
92.7p 783p
61.0p 57.0p
19.5% 19.3%

2016

1. Areconciliation between underlying profit before tax and profit before taxis

shownintable 2

2 Underlying profit before tax as a % of underlying operating income

3. Thetotlinterim and fina! dividend proposed for the financial year
4. Underlying profit after tax (note 13) as a % of average equity at each quarter end
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Underlying operating income

Underlying operating income grew 138% in-2017, driven by higher
investment markets and continued organic and acquired growth
in all business areas.

Fee income of £2175 million in 2017 increased 17.7% compared to
£184.8 million in 2016, reflecting positive markets and growth in
organic and acquired new business over the period. Fee income
represented 76.0% of total underlying operating income in the
year ended 31 December 2017 (2016: 73.5%). as our fee only tariff
becomes more widely adopted, helping to support our move to
higher quality fee-based income.

Net commission income of £38.7 million was broadly consistent
with 2016, as the impact of higher trading volumes was offset by
the greater number of accounts now operating on a fee only tariff.

Net interest income was unchanged at £11.6 rillion, as higher
liquidity offset the impact of a lower interest rate environment for
much of 2017.

Afull reconciliation between underlying operating income and
reported operating income is provided on page 128.

Underlying operating expenses

Underlying operating expenses increased by 125%, largely due to
continuing investment in strategic initiatives and underlying
growth in the business.

In line with our strategy, planned additions to headcount
increased fixed staff costs by 10.0% to £87.8 million, with average
headcount up 7.6% to 1147.

Total variable staff costs increased by 18.4% to £53.3 million,
principally driven by growth in profits and funds under
management as well as the inoduction of additional
performance-based incentives for investrment managers during
the year. Variable staff costs in 2017 represented 186%

of underlying operating income (2016:17.9%) and 37.9% of
underlying profit before variable staff costs and tax (2016: 37.5%).

Underlying operating expenses also included £51 million

(2016: £4.0 million) for awards payable to new investment
managers for the introduction of new clients where those
managers have been in situ for more than 12 months (see
note 21 to the financial statenents).

The adoption of IFRS 15 in 2018 requires us to change the
accounting policy for these awards, which will result in more of
these costs being capitalised and amortised over thelife of the
client relationship. The adoption of IFRS 9 is not expected tohave
amaterial impact on our financial perforrmance. Further details can
be found innote13.
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Outlook

Profitability

Staff costs in 2018, will reflect the full year impact of hiring activity
in. 2017 in addition to salary inflation of around 359%.

During 2018, we plan to continue the IT change programme
started in 2017. This is expected to add approximately £25 million
to our cost base in 2018 We also plan to expand the footprint of
our financial planning service across more regional offices, which
is expected to add up to £15 million to the cost base of this
business, net of growth in associated revenues.

In addition, from 2018, the Unit Trusts business will no longer
charge research costs to the funds and it is expected that
managers' box dealing profits will no longer beretained. In 2017,
research costs of £0.8 million were incurred by the funds and
managers' box dealing profits totalled £31 million.

Capital expenditure

Overall, capital expenditure of £113 million in 2017 was down

£3.8 million compared to 2016, a fall of 252%. As planned,
expenditure on software increased by £4.2 million as we upgraded
our client relationship management systems and embarked on an
IT change programme. These activities are expected to continue
into 2018 with a similar level of capital expenditure.

Premises related capital expenditure fell by £7.8 million, prirnarily
due to the fit out of our new London Head Office, which was
largely completed in 2016.

rathbonescom

Group underlying profit before
tax/operating margin

Underlying profit before tax and earnings per share are considered
by the board to be a better reflection of true business performance
than looking at our results on a statutory basis only. These
measures are widely used by research analysts covering the
group. Underlying results exclude income and expenditure

falling into the four categories explained below.

Underlying profit before tax grew by 16.8% to £875 million in 2017.
The underlying operating margin, which is calculated as the ratio

of underlying profit before tax to underlying operating income,

was 30.6% for the year, in line with our target of 30% over the cycle .
(2016: 29.8%). Profit before tax increased by 17.6% to £58.9 million
for the year.

Table 2. Recondiliation of underlying profit before tax to profit before tax

wyodai38aens

2017 2016
£m £m
Underlying profit before tax 87.5 749
Gain on plan amendment of defined benefit
pension schemes . 5.5 -
Charges in relation to client relationships
and goodwill (11.7) (11.8)
Acquisition-related costs (6.2) 6.0)
Head office relocation costs (16.2) {7.0)
Profit before tax 58.9 501

Gain on plan amendment of defined benefit pension
schemes (note 27)

With effect from 30 June 2017, we closed the defined benefit
pension schemes, ceasing all future accrual and breaking the link
to salaries. These changes resulted in a plan amendment gain of
£55 million, which was recognised in operating income. This gain
is a significant one-off itern which does not relate to the trading
performance of the business and it has therefore been excluded
from underlying results.

Charges in relation to client relationships and
goodwill (note 21)

As explained in notes 114 and 21, client relationship intangible
assets are created when we acquire a business or a tearn of
investment managers. The charges associated with these assets
represent a significant non-cash item and they have, therefore,
been excluded from underlying profit, which represents largely
cash-based eamnings more directly relating to the reporting period.
Charges for amortisation of client relationship intangibles in the
year ended 31 December 2017 were £117 million (2016: £11.8
million), reflecting historic acquisitions.



Financial performance continued

Acquisition-related costs (note 8)

Acquisition-related costs are significant costs which arise from
strategic investments to grow the business. They primarily relate
to corporate actions rather than trading performance and are
therefore excluded from underlying resuits.

As announced on 31 August 2017, we incurred professional
services costs of £4.9 million in relation to the merger discussions
with Smith & Williamson. ’

Costs of £1.3 million (2016: £60 million) were incurred in relation
to the acquisitions of Vision Independent Financial Planning

and Castle Investment Solutions, which were completed on

31 December 2015, These amounts include the cost of payments
to vendors of the business who remain in employment with the
group, as required by accounting standards. Further costs totalling
£3.6 million will be charged to the income statement on a straight
line basis over the deferral period ending in 2019.

Head office relocation costs (note 9)

During February 2017, we moved our London head office to the
new premises following a nine-month fit-out period. Charges
incurred in relation to the double running of both London
prernises and the relocation amounted to £162 million in 2017
(2016: £7.0 million).

As described in note 25, following the vacation of 1 Curzon Street, a
provision has been recognised for the discounted value of the cost
of the surplus property until the end of the existing lease, net of
any expected rental income from sub-letting the space. As a result,
net charges totalling £14.1 million were recognised in the income
statement during 2017 in relation to the onerous lease provision.

Charges of £21 million were also incurred during the year for
professional fees, accelerated depreciation and double running
costs (2016: £7.0 million). These costs represent an investment to
expand our operating capacity in a key location and are not
expected to recur in the short to medium term; they have
therefore been excluded from underlying results.

Taxation

The corporation tax charge for 2017 was £12.1 million (2016: £11.9
million) and represents an effective tax rate of 205% (2016: 23.8%).
A full reconciliation of the income tax expense is provided in note
11 to the finandcial statements.

The Finance Bill 2016, which included provisions for the UK
corporation tax rate to be reduced to 17% in April 2020, from

19% in April 2017, gained royal assent in September 2016. Deferred
tax balances have therefore been calculated based on these
reduced rates where timing differences are forecast to unwind

in future years.

Basic earnings per share

Basic earmings per share for the year ended 31 December 2017
were 927p compared to 78 9p in 2016. This reflects the full impact
of non-underlying income and charges and the issue of 0.6 milliont
shares to satisfy share-based remuneration scheme awards. On an
underlying basis, earnings per share increased by 137% t0 1388pin
2017(see note 13 to the financial statements).

Dividends

We operate a generally progressive dividend policy, as set out in
the directors' report on page 104.

In determining the level of any proposed dividend, the board has
regard to current and forecast financial performance. Any proposal
to pay a dividend is subject to compliance with the Companies
Act, which requires that the company must have sufficient
distributable reserves from which to pay the dividend. The
company’s distributable reserves are prirnarily dependent on:

— compliance with regulatory capital requirements for the
minimum level of own funds

— thelevel of profits eamed by the company, including distributions
received from trading subsidiaries (some of which are subject
to minimum regulatory capital requirernents themselves)

~ actuarial changes in the value of the pension schemes that are
recognised in the company's other comprehensive income,
net of deferred tax.

At 31 Decermnber 2017, the company's distributable reserves were
£63.9 million (2016: £42.8 million).

In light of the results for the year, the board has proposed a final
dividend for 2017 of 39.0p. This results in a full year dividend of
61.0p, an increase of 4.0p on 2016 (7.0%). The proposed full year
dividend is covered 15 times by basic earnings and 23 times by
underlying earnings.

Return on capital employed

The board monitors the return on capital employed (ROCE) as a
key performance measure, which forms part of the assessment of
management's performance for remuneration purposes as
described in the remuneration report on page 80. For monitoring
purposes, ROCE is defined as underlying profit after tax expressed
as a percentage of quarterly average total equity across the year.

Consideration of the return on capital is a key consideration in all
investrnent decisions, particularly in relation to acquired growth.

In 2017, ROCE was 19.5% (2016: 19.3%).
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Segmental review

The group is managed through two key operating segments, Investment Management and Unit Trusts.

Investment Management

The activities of the group are described indetail on pages 2to 9.
The Investment Management segment comprises those activities
described under the headings Tnvestment Management' and
‘Complementary services on pages2to3.

The financial performance of Investment Management is
largely driven by revenue margins earned from funds under
martagement. Revenue margins are expressed as a basis point
return, which depends on a mix of tiered fee rates, commissions
charged for transactions undertaken on behalf of clients and the

interest margin earmned on cash in client portfolios and client loans.

Year-on-year changes in the key performance indicators for
Investment Management are shown in table 3.

Table 3. Investment Management - key performance indicators
2017 2016

Funds under managementat 31 December!  £33.8bn  £30.2bn
Underlying rate of net organic growth in

Investment Management funds under

management* 3.0% 29%
Underlying rate of total net growth in

Investment Management funds under

management? 3.9% 45%
Average net operating basis point return? 72.7 bps 74.2 bps
Number of Investment Management clients 50.000 48000
Number of investment managers 277 273

1. Seetableq

2 Seetwble7

During 2017, Investment Management has continued to attract
new clients both organically and through acquisitions. The total
number of clients (or groups of closely related clients) increased
from 48,000 in 2016 to approximately 50,000 during the year.
During 2017, the total number of investment managers increased
to 277.at 31 December 2017 from 273 at the end of 2016.

rathbones.com

Chart 1. Investment Management - number of dients and

" investment managers

Investment Management
clients ('000)

50,000 277

Investment managers
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Segmental review continued

Funds under management

Investrnent Management funds under management increased by
119% to £338 billion at 31 December 2017 from £302 billion at the
start of the year. This increase is analysed in table 4.

Table 4. Investment Management - funds under management

2017 2016
£bn £bn
Asat 1 January 30.2 261
Inflows 3.4 27
— organic' 3.1 23
— acquired? 0.3 04
Outflows* (2.2) (1.5
Market adjustment? . 24 29
As at 31 December 33.8 30.2
Net organic new business* 0.9 08
Underlying rate of net organic growth® 3.0% 29%
Underlying rate of total net growth® 3.9% 4.5%

1. Value at the date of transfer inf(out)

2. Value at 31 December

3 Represents the impact of market movements and investment performance

4. Organic inflows less outflows

S Net organic new business as a % of opening funds under management

6. Netorganic new business and acquired inflows as a % of opening funds
under management

Net organic growth in our Investment Management business was
3.0% (2016: 2.9%). This was below the 5% target we have set for
ourselves, in large part due to an investment climate that was
largely directionless until the end of the year. We saw outflows of
approximately 7% of funds under management, as clients
continued to transfer wealth to younger generations, purchase
property and use capital to support income during the year.

Charity funds under management continued to grow strongly and
reached £4.7billion at 31 Decemnber 2017, up 14.6% from £4.1 billion
at the start of the year.

We alsoretained our strategic focus on intermediaries during the
year. Funds under management in accounts linked to
independent financial advisers and provider panel relationships
increased by £10 billion during 2017, ending the year at £7.7 billion.

Chart 2. Investment Management - funds under management
five year growth

Funds under management (£bn)

£33.8bn

* Index figures show how funds under management would have changed
between 2013 and 2017 if they had tracked each index

In total, net organic and acquired growth added £12 billion to
Investment Management funds under management in 2017

(2016: £12 billion), representing an underlying rate of total net
growth of 39% (2016: 4.5%).

As at 31 Decernber 2017, Vision Independent Financial Planning
advised on client assets of £1.4 billion, up 359% from 2016.

Average investment returns across all Investment Management
clients were positive and outperformed the MSCI WMA Balanced
Index by 1.8%. This outperformance was generated across

both UK and overseas equities as the global markets rallied on

US President Trurnp's potential fiscal stimulus, sawonger European
econormic data and the dollar trending lower throughout the year.
Our overweight position in UK equities generated the greatest
outperformance for 2017. Overall performance against other
competitor indices, such as the Private Client Indices published
by ARC, was robust.
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Financial performance
Table s. Investment Management - finandial performance
2017 2016
£m £m
Net Investment Management fee income! 189.5 1633
Net commission income 38.7 389
Netinterest income? 11.6 116
Fees from advisory services® and other income 148 125
Underlying operating income 254.6 2263
Underlying operating expenses* (1772.8) (160.1)
Underlying profit before tax 76.8 66.2
Underlying operating margin® 30.2% 29.3%

As shown in table 7, the average net operating basis point returmn
on funds under management has fallen by 15bps to 727bps in
2017. This largely reflects the changes in business mix and the fee
tiering impact of higher market levels.

Table 7. Investment Management - reveniue margin

2017 2016
bps bps

Basis point return?! from:
— feeincome 58.4 579
— commission ' 11.9 138
— interest 24 25
Basis point return on funds under management 72.7 74.2

1. Net Investment Management fee income is stated after deducting fees and
commission expenses paid to introducers

2. Presented net of interest expense paid on dient accounts; excludes interest on
own reserves and interest payable on Tier 2 loan notes issued

3 Feesfrom advisory services includes income from trust. tax and financial planning
services (including Vision)

4. Seetable 8

S. Underlying profit before tax as a percentage of underlying operating income

Net Investment Management fee income increased by 16.0% to
£1895 million in 2017, benefiting from positive markets as well as
organic and acquired growth in funds under management. Fees
are applied to the value of funds on quarterly charging dates.
Average funds under management on these billing dates in 2017
were £324 billion, up 14.9% from 2016 (see table 6).

Table 6. Investment Management - average funds under management

2017 2016
£bn £bn

Valuation dates for billing
— 5April 315 261
— 30June 32.0 273
— 30 September 325 293
— 31December 33.8 30.2
Average 324 282
Average FTSE 100 level* 7426 6659

1. Underlying operating income (see table 5). excluding interest on own reserves,
interest payable on Tier 2 notes issued, fees from advisory services and other
income, divided by the average funds under management on the quartery biling
dates (see table 6)

Fees frorn advisory services and other income increased 18.4%
to £14.8 million. This largely reflects a higher level of advisory fees
earned by Vision, following a slower period of activity last year

as the business completed a comprehensive file review exercise,
and growth in in-house financial planning revenues.

Underlying operating expenses in Investment Management for
2017 were £177.8 million, compared to £1601 million in 2016, an
increase of 11.1%. This is highlighted in table 8.

Table 8. Investment Management - underlying operating expenses

1. Based on the corresponding valuation dates for billing

In 2017, net commission income of £38.7 million was broadly
consistent with 2016. Higher trading volumes offset the impact of
the greater number of accounts operating on a fee only tariff.

Net interest income of £11.6 million in the year was unchanged
from 2016, The impact of lower base rates during much of 2017
was offset by a higher balance of cash in client portfolios over the
course of the year. Cash held at the Bank of England grew from
£11 billion at 31 December 2016 to £14 billion at the end of 2017.

The Investment Management loan book grew to £1205 million by
the end of the year and contributed £3.1 million to net interest
income in 2017 (2016: £3.0 million). Also included in net interest
incormne is £1.3 million (2016: £1.3 million) of interest payable on the
Tier 2 notes which are callable in August 2020.
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2017 2016
£m £m
Staff costs?
— fixed 59.5 576
— varigble 40.2 324
Tota! staff costs 99.7 300
Other operating expenses 78.1 70.1
Underlying operating expenses 172.8 160.1
Underlying cost/income ratio? 69.8% 70.7%
1. Represents the costs of investment managers and teams directly involved in
dient-facing activities

2. Underlying operating expenses as a % of underlying operating income (see table 5)

' Fixed staff costs of £59.5 million increased by 3.3% year-on-year,

principally reflecting a 59% increase in average headcount and
salary inflation.

Asresults improved, variable staff costs, also increased by 24.1%
reflecting both the higher profitability in the period and an
improved investment performance element for growth awards.

Other operating expenses of £781 million include property,
depreciation, settlement, IT, finance and other central support
services costs. The year-to-year increase of £8.0 million (11.4%)
reflects increased investment in the business, recruitment and
higher variable awards in support departments in line with overall
business performance.
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Segmental review continued

Unit Trusts

2017 2016
£m £m
Rathbone Income Fund’ 1,433 1,366
Rathbone Global Opportunities Fund 1,168 924
Rathbone Ethical Bond Fund 1,100 579
Rathbone Active Income Fund for Charities 173 116
‘Rathbone Global Alpha Fund 127 120
Rathbone Strategic BondFund - 108 62

Rathbone Blue Chip Income and Growth
Fund 78 71
Rathbone UK Opportunities Fund 61 78
Rathbone Multi Asset Portfolios 736 447
Other funds 383 291

5.367 4,054

Unit Trusts financial performance is principally driven by the
value and growth of funds under management Year-on-year
changes in the key performance indicators for Unit Trusts are
shownintableg.

Table 9. Unit Trusts - key performance indicators
2017 2016

Funds under management at 31 December* £5.3bn £4.0bn

Underlying rate of net growth in Unit Trusts

funds under management! 21.8% 180%
Underlying profit before tax? £10.7m £8.7m
1. Seetable10
2. Seetable12
Funds under management

Net retail sales in the asset management industry of
approximately £47 billion were up around £40 billion on 2016,
asreported by the Investment Association (IA). The 1A pointed
specifically to substantial growth of inflows into ethical funds,
with sustainable investrnent becoming an ‘increasing priority for
today’s investors®. The industry funds under management total
reached arecord £12 trillion by the end of the year, up around 15%
on the total at the end of 2016.

In total, the IA sectors in which we manage funds saw net inflows
of £119 billion, compared to net outflows of £6.1 billion in 2016.
Gross sales in those sectors were up 31.7% at £99.8 billion in 2017.
In line with these trends, positive momentum in sales of our funds
continued through 2017, with gross sales up 30.8% in the year to
£17billion. Redemptions also remained elevated in 2017 at

£09 billion (2016: £0.7 billion), reflecting the increased levels

of disinvestment seen across the industry. This level of net sales
put us in the top 20 fund managers for 2017, according to the
Pridham Report.
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Net inflows of £09 billion (2016: £0.6 billion) continued to be
spread across the range of funds, although the Ethical Bond Fund
saw particularly strong net flows in the year, nearly doubling in
size to £11 billion by the end of the year. As aresult, Unit Trusts
funds under management closed the year up 325% at £53 billion
(seetable10).

At 31 December 2017, we managed £428 million via the
Luxembourg-based feeder funds, up 95.4% from £219 million
at theend of 2016.

Table 10. Unit Trusts - funds under management

2017 2016

£bn £bn

As at 1 January 4.0 31
Net inflows 0.9 0.6
~ inflows’ 1.7 13
— outflows' (0.8) (0.7)
Market adjustments? 0.4 0.3
As at 31 December 5.3 4.0

Underlying rate of net growth® 21.8% 18.0%

1. Valued at the date of transfer inf(out)
2 Impact of market movermnents and relative performance
3 Netinflows as a % of opening funds under management

Chart 3. Unit Trusts - annual net flows

Annual net flows (€m)

£883m

During the year, the retail and multi asset funds delivered strong
positive returns and a solid performance against their relevant
benchrmarks. The Global Opportunities Fund benefited from a
high exposure to US equities and a substantial weighting to
technology stocks. Both fixed income funds delivered excellent
retumns and effectively managed volatility, with the Ethical Bond
Fund recording the best return of any fund in its sector. The UK
Opportunities Fund's exposure to mid- and small-cap names
contributed to a top quartile performance.
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Whilst the Incorne and Blue Chip Funds generated positive
retums over the year, both under-performed compared to other
funds in the UK equity income sector due to the more defensive
positioning of the portfolios and a small number of stock-specific
issues. The multi asset range of funds outperformed their risk
adjusted benchmarks and added value through their increased
exposure to direct equities.

Table 11, Unit Trusts - performance*?

2017/(2016) Quartile ranking? over lyear 3years Syears
Rathbone Blue Chip Income and

Growth Fund 4(3) 42 42
Rathbone Ethical Bond Fund 14 1@ 1)
Rathbone Global Opportunities Fund 14 12 1
Rathbone Income Fund 4(3) 31 30
Rathbone UK Opportunities Fund 13 1) 22
Rathbone Strategic Bond Fund 2() 2 23

1. Quartile ranking data is sourced from FE Trustnet

2. Exdudes mutti asset funds, for which quartile rankings are prohibited by the IA,
non-publicly marketed funds and segregated mandates. Funds induded in
the above table account for 74% of the total funds under management of the
Unit Trusts business

3 Rarking of institutional share dasses at 31 December 2017 and 2016 against other
funds in the same IA sector. based on total return performance. net of fees
(consistent with investment perfarmance information reported in the funds’
monthly factsheets)

As at 31 Decernber 2017, 889% of holdings in Unit Trusts retail funds
were in institutional units (31 December 2016: 85%).

During 2017, the total number of investment professionals in
Unit Trusts decreased to 13 at 3t December 2017 from 14 at the
end of 2016.

Financial performance
Unit Trusts income is primarily derived from:

— annual management charges, which are calculated on the daily
value of funds under management, net of rebates and trail
comrmnission payable to intermediaries

— net dealing profits, which are earned on the bid-offer spread
from sales and redemptions of units and market movements
on the stock of units that are held on our books overnight.

Net annual management charges increased 302% to £28.0 million
in 2017, driven principally by the rise in average funds under
management Net annual management charges as a percentage

of average funds under management fell to 60 bps (2016: 62 bps),
reflecting the strong growth in the Ethical Bond Fund, which levies
alower rate of annual management charges.
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Table 12. Unit Trusts - finandal performance
2017 2016

. £€m £m w
Net annual management charges ' 28.0 215 ﬁ
Net dealing profits 3.1 31 ﬁ.
Interest and other income ‘0.3 04 §
Underlying operating income 314 250 S
Underlying operating expensest (20.7) (16.3)
Underlying profit before tax 10.7 87

. Underlying operating margin? 34.1% 34.8% —

1. Seetablen3

2. Underlying profit before tax divided by underlying operating income

Net dealing profits of £31 million were unchanged compared with
the previous year. We continue to expect that these revenues will
be lost when the FCA publishes its final guidance following the
Asset Managernent Market Study.

Underlying operating income as a percentage of average funds
under management fell to 67 bps in 2017 from 72 bps in 2016,

Table 13. Unit Trusts - underlying operating expenses

2017 2016
£m £m

Staff costs:
~ fixed 3.0 30
— variable 7.2 5.3
Total staff costs 10.2 83
Other operating expenses 10.5 80
Underlying operating expenses 20.7 16.3
Underlying cost/income ratio* 65.9% 65.2%

1. Underlying operating expenses as a % of underlying operating income

(see table12)
Fixed staff costs of £3.0 million for the year ended 31 December
2017 were unchanged from the £3.0 million recorded in 2016.
In 2017, the cost of Unit Trusts compliance team was absorbed
into the central compliance function and recharged as an
inter-segment charge.

Variable staff costs of £72 million were 35.89% higher than the

£53 million in 2016 as higher profitability and growth in gross
sales drove increases in profit share and sales commissions.

Other operating expenses have increased by 313% to £105 million,
reflecting an increase in third party administration costs in line
with growth in the business and higher inter-segment charges for
the central compliance and distribution teamns.
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Financial position

Table 14. Group’'sfinancial position
2017 2016
£m £m

(unliss stated) {unless stated)

Capital resources:

- Common Equity Tier 1 ratio’ 20.7% 17.7%
— total own funds ratio? 22.2% 195%
— total equity 363.3 32438
— Tier 2 subordinated loan notes 19.7 196
- risk-weighted assets 977.2 8927
- return on assets? 1.8% 1.8%
— leverage ratio* 7.8% 6.6%
Other resources:
— total assets 2,738.9 24040
— treasury assets® 2,303.9 1995.2
~ Investment Management loan book® 120.5 106.3
- intangible assets from acquired

growth’ 151.7 160.7
~ tangible assets and software® 26.7 231
Liabilities:
— due to customers® 2,170.5 1.8889
— net defined benefit pension liability 15.6 39.5

Common Equity Tier 1 capital as a proportion of total risk exposure amount
Total own funds (see table 15) as a proportion of total risk exposure amount
Profit after tax divided by average total assets

Common Equity Tier 1 capital as 3 % of total assets, excluding intangible assets,
plus certain off balance sheet expasures

Balances with central banks, loans and advances to banks and

investment securities

See note 16 to the finandial statements

Net book value of acquired dient relationships and goodwil (note 21)

Net book value of property. plant and equipment and computer software (notes
19and 21)

Total amounts of cash in dient portfolios held by Rathbone Investment
Management as 3 bank (note 23)

W ENE Vv pwWwN

Capital resources

Rathbones is classified as a banking group for regulatory capital
purposes and is therefore required to operate within the
restrictions on capital resources and banking exposures prescribed
by the Capital Requirements Regulation, as applied in the UK by
the Prudential Regulation Authority (PRA). :

At 31 December 2017, the group's regulatory capital resources
(including verified profits for the year) were £216.8 million (2016:
£174.2 million).
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Table 15. Regulatary capital resources

2017 2016
£m £m

Share capital and share premium 145.7 1425
Reserves 222.5 1885
Less:
— ownshares (4.9) (6.2)
— intangible assets' (161.3) (166.4)
Total Common Equity Tier 1 capital

resources 202.0 1584
Tier 2 capitalresources . - 14.8 15.8
Total own funds 216.8 174.2

1. Net book value of goodwill, client relationship intangibles and software are
deducted directly from capital resources

Common Equity Tier 1 capital (CET1) resourcesincreased by
£436 million during 2017, largely due to the inclusion of verified
profits for the 2017 financial year, net of dividends paid in the year,
and post-tax actuarial gains of £14.4 million arising from the
remeasurement of defined benefit pension schemes.

The CET1 ratio has grown to 2079 from 17.7% at the previous year
end in line with the growth in CET1 resources. Our consolidated
CET1ratio is higher than the banking industry norm, reflecting the
low risk nature of our banking activity.

The leverage ratio was 7.8% at 31 December 2017, up from 6.6% at
31 Decemnber 2016. The leverage ratio represents our CETI capital
as a percentage of our total assets, excluding intangible assets, plus
certain off balance sheet exposures.

The business is primarily funded by equity, but also supported by
£20 million of 10-year Tier 2 subordinated loan notes. The notes
introduce a small amount of gearing into our balance sheet asa
way of financing future growth in a cost-effective and capital-
effident manner. They are repayable in August 2025, with a call
option for theissuer in August 2020 and annually thereafter.
Interest is payable at afixed rate of 5.856% until the first call
option date and at a fixed margin of 4.375% over six-month
London Interbank Offered Rate (LIBOR) thereafter (note 26).

The consolidated balance sheet rermains healthy with total equity
of £3633 million at 31 December 2017, up 11.9% from £324.8 million
at the end of 2016, primarily reflecting retained profits for the year
and an improvernent in the reported position of our defined
benefit pension schemes.
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Own funds and liquidity requirements

As required under PRA rules, we perform an Internal Capital
Adequacy Assessment Process ICAAP) and Internal Liquidity
Adequacy Assessment Process (ILAAP) annually, which include
performing a range of stress tests to determine the appropriate
level of regulatory capital and liquidity that we need to hold. In
addition, we monitor a wide range of capital and liquidity statistics
on a daily, monthly or less frequent basis as required. Surplus
capital levels are forecast on a monthly basis, taking account of
proposed dividends and investment requirernents, to ensure that
appropriate buffers are maintained. Investment of proprietary
funds is controlled by our treasury departmernt.

We are required to hold capital to cover a range of own funds
requiremnents, classified as Pillar 1 and Pillar 2.

Pillar 1 - minimum requirement for capital

Pillar 1 focuses on the determination of risk-weighted assets and
expected losses in respect of the group's exposure to credit,
counterparty credit, market and operational risks and sets a
minimum requirement for capital.

At 31 December 2017, the group's risk-weighted assets were
£9772 million (2016: £8927 million).

Pillar 2 - supervisory review process

Pillar 2 supplernents the Pillar 1 minimum requiremerit with a
firm-specific Individual Capital Guidance (Pillar 2A) and a
framework of regulatory capital buffers (Pillar 2B).

The Pillar 2A own funds requirement (which is set by the PRA)
reflects those risks, specific to the firm, which are not fully
captured under the Pillar 1 own funds requirement.

Our Pillar 2A own funds requirement was reviewed by the PRA
during 2017 and we have agreed a revised requirement. This
includes the incorporation of a higher Pillar 2A requirement in
respect of pension risk.

Pension obligation risk

The potential for additional unplanned capital strain or costs
that the group would incur in the event of a significant
deterioration in the funding position of the group's defined
benefit pension schemes.

Interest rate risk in the banking book

The potential losses in the non-trading book resulting from
interest rate changes or widening of the spread between Bank
of England base rates and LIBOR rates.
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Concentration risk
Greater loss volatility arising from a higher level of 1oan default
correlation than is assumed by the Pillar 1 assessment.

The groupis also required to maintain a number of Pillar 2B
regulatory capital buffers, all of which must be met with
CET1 capital i

Capital conservation buffer (CCB)

The CCB s a general buffer, designed to provide for losses in the
event of a stress and is being phased in from 1 January 2016 to
1January 2019. As at 31 December 2017, the buffer rate was 125%
of risk-weighted assets. On 1 January 2018, it increased to 1.875%
of risk-weighted assets and it will finally increase to 25% of
risk-weighted assets from 1 January 2019.

Countercyclical capital buffer (CCyB)

The CCyBis designed to act as an incentive for banks to constrain
credit growth in times of heightened systemic risk. The amount of
the buffer is determined by reference torates set by the Bank of
England Financial Policy Committee (FPC) from time-to-time,
depending on prevailing market conditions, for individual
countries where the group has credit risk exposures.

Thebuffer rate is currently set at zero for the UK. However, non-
zero rates for Norway, Sweden and Hong Kong where the group
has small relevant credit risk exposures, result in an overall rate of
0.01% of risk-weighted assets for the group as at 31 December 2017.
The FPC has announced the rate for UK exposures will increase to
05% with effect from June 2018 and to 1.0% with effect from
November 2018,

PRA buffer

The PRA also determines whether any incremental firm-specific
buffer is required, in addition to the CCB and the CCyB. The PRA
requires any such buffer to remain confidential between the group

‘and thePRA.

39

uodasd3aiens



financial position continued

The group’s own funds requirements were as follows:

Table16. Group's own funds requirements’ .
2017 2016

fm £m
Credit risk requirement © 395 369
Market risk requirement 0.4 04
Operational risk requirement 384 34.2
Pillar 1 own funds requirement 78.3 715
Pillar 2A own funds requirement 46.1 279
Total Pillar 1 and 2A own funds
requirements 1244 994
CRD IV buffers:
— capital conservation buffer (CCB) 18.3 112
— countercyclical buffer (CCyB) 0.1 03
Total Piflar 1 and 2A own funds
requirements and CRD IV buffers 142.8 1109

1. Own funds requirements stated above include the impact of trading results and
changes to requirements and buffers that were known as at 31 December and
which became effective prior to the putg!ication of the preliminary results

The surplus of own funds (including verified profits for the full

year) over total Pillar 1 and 2A own funds requirements and CRD

IV buffers was £74.0 million, up from £633 million at the end

of 2016.

In managing the group’s regulatory capital position over the next
few years, we will continue to be mindful of:

- future volatility in pension scheme valuations which affect
both the level of CET1 own funds and the value of the Pillar 2A
requirement for pension risk

— thestaged introduction of incremental CRD IV buffers over the
next two years i

— regulatory developments

— the demands of future acquisitions which generate intangible .

assets and, therefore, directly reduce CET1 resources.

WeKkeep these issues under constant review to ensure that any
necessary capital raising activities are carried out in a planned and
controlled manner. :

The group’s Pillar 3 disclosures are published annually on our
website (rathbones.com/investor-relations/results-and-
presentations) and provide further details about regulatory capital
resources and requirements.

40

Total assets

Total assets at 31 December 2017 were £2.7 billion (2016: £24
billion), of which £22 billion (2016: £19 billion) represents the cash
element of client portfolios that is held as a bariking deposit.

Treasury assets

As alicensed deposit taker, Rathbone Investiment Management
holds our surplus liquidity on its balance sheet together with
clients' cash. Cash in client portfolios as held on a banking basis of
£22 billion (2016: £19 billion) represented 6.4% of total investrment
management funds at 31 December 2017, compared to 6.3% at the
end of 2016. Cash held in client money accounts was £4.5 million
(2016: £4.5 million).

The treasury department of Rathbone Investment Management,
reporting through the banking committee to the board, operates in
accordance with procedures set out in a board-approved treasury
manual and monitors exposure to market, credit and liquidity risk
as described in note 31 to the financial statements. It investsin a
range of securities issued by a relatively large number of
counterparties. These counterparties must be single ‘A*-rated or
higher by Fitch and are regularly reviewed by the banking
comrnittee. During the year, we increased the share of treasury
assets held with the Bank of England to £1.4 billion from £11 billion
at 31 December 2016, reflecting the increase in the level of cash
held in client portfolios over the period and a consistent appetite
for credit risk.

Loans to clients

Loans are provided as a service to Investment Management
clients who have short- to medium-term cash requirernents. Such
loans are normally made on a fully-secured basis against portfolios
held in our nominee name, requiring two times‘cover; and-are=—
usually advanced for up to one year {(see note 16 to the financial
statements). [n addition, charges may be taken on property held
by the client to meet security cover requirements.

Allloans (and any extensions to the initial loan period) are subject
to review by the banking committee. Our ability to provide such
loans is a valuable additional service, for example, to clients who
require bridging finance when moving home.

Loans advanced totalled £1205 million at the end of 2017
(2016: £106 3 million).
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Intangible assets

Intangible assets arise principally from acquired growth in funds
under management and are categorised as goodwill and client
relationships. At 31 December 2017, the total carrying value of
intangible assets arising from acquired growth was £151.7 million
(2016: £160.7 million). During the year, client relationship intangible
assets of £2.7 million were capitalised (2016: £79 million). No goodwill
was acquired during 2017 (2016: £nil).

Client relationship intangibles are amortised over the estimated
life of the client relationship, generally a period of 10 t0 15 years.
When client relationships are lost, any related intangible asset is
derecognised in the year. The total amortisation charge for client
relationships in 2017, including the impact of any lost relationships,
was £11.4 million (2016: £11.7 million).

Goodwill which arises from business combinations is not
amortised, but is subject to a test for impairment at least annually.
During the year, the goodwill relating to the trust and tax business
was found to be impaired as the growth forecasts for that business
have not kept pace with cost inflation. An impairment charge of
£03 million was recognised in relation to this element of goodwill
(2016: £01 million). Further detail is provided in note 21 to the
financial statements.

As described in note 1.3 to the financial statements, the adoption of
IFRS 15 in 2018 requires us to change the accounting policy for
these awards. Currently, the cost of awards for funds introduced
by investment managers who have been in situ for more than

12 months are charged to profit or loss (2017: £51 million).

Under the new accounting standard, these amounts will also be
capitalised and amortised over the life of the client relationship.

Capital expenditure

During 2017, we have continued to invest for future growth with
capitalised expenditure on our premises and systems totalling
£113 million (2016: £151 million). As noted above, capital
expenditure in 2016 included £9.9 million for the fit out of the new
London head office. Further costs of £2.8 million were incurred to
complete this in 2017.

Investment in new systerns accelerated in 2017 with the
development of a new client relationship management (CRM)
systemn. Total costs of £71 million for the purchase and

development of software were incurred in 2017 (2016: £2.9 million).

Excluding the London office fit-out costs, new investrment
accounted for approximately 79% of capital expenditure in 2017
(2016: 67%), with the balance being maintenance and replacement
of existing software and equipment. This is more weighted to new
investment than in prior years due to the development of the
CRM system and improvements relating to the introduction of
MIFID I (Markets in Financial Instruments Directive) and the
General Data Protection Regulation (GDPR).
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Defined benefit pension schemes

We operate two defined benefit pension schemes, both of which
have been closed to new members for several years. With effect
from 30 June 2017, we closed both schemes, ceasing all future
benefit accrual and breaking the link to salary. The closure of the
schemes resulted in a £55 million improvement in the reported
position of the schemes.
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The member consultation to close the scheme coincided with a
period of historically exceptionally low yields on the govemment
bonds that are used to derive cash equivalent transfer values
(CETVs) for members wishing to exit the scheme, increasing the
value of these CETVs markedly. This resulted in a significant
increase in the number of members seeking to transfer their
benefits out of the scheme by taking a cash lump surn and over
the course of 2017, members transferred benefits with curnulative
CETVs of £60.6 million out of the scherne. This reduced the
accounting value of the liabilities of the Laurence Keen Scheme by
17% and the Rathbone 1987 Scheme by 29% compared to the
position at 31 December 2016 and helped support an
improvement in the schemes' deficit and funding levels.

As aresult of the large value of transfers out, the accounting
valuation of the schemes liabilities has also fallen. At 31 December
2017 the combined schemes' liabilities, measured on an
accourting basis, had fallen to £1641 million, down 29.4% from
£232 4 million at the end of 2016. Reflecting the performance of the
schemes’ assets over the course of the year, the reported position
of the schemes at 31 December 2017 was a deficit of £15.6 million
(2016: deficit of £39,5 million).

Triennial funding valuations form the basis of the annual
contributions that we make into the schernes. During 2017,
funding valuations of the schemes as at 31 December 2016 were
being carried out. We have agreed with the trustees of the
Rathbone 1987 Scheme to put in place a funding deficit reduction
plan, which requires annual contributions of £2.75 million, so long
as that scheme remains in deficit. The funding valuation for the
Laurence Keen Scherne has not yet been finalised but we do not
expect that it will result in a material funding deficit reduction plan.

4



Liquidity and cash flow

Table17. Extracts from the consolidated statement of cash flows

2017 2016
£m £m

Cash and cash equivalents at the end of the
year 1,567.8 1.263.1
Net cash inflows from operating activities 351.5 567.3
Net change in cash and cash equivalents 304.7 559.5

Fee income is largely collected directly from client portfolios and
expenses, by and large, are predictable. Consequently, we operate-
with a modest amount of working capital. Larger cash flows are
principally generated fromn banking and treasury operations when
investment managers make asset allocation decisions about the
amount-of cash to be held in client portfolios.

As abank, we are subject to the PRA's ILAAP regime, which
requires us to hold a suitable Liquid Assets Buffer to ensure

that short-term liquidity requirements can be met under certain
stressed scenarios. Liquidity risks are actively managed on-

adaily basis and depend on operational and investment
transaction activity. ) .

Cash and balances at central banks was £14 billion at 31 Decemnber
2017 (2016: £11 billion).

Cash and cash equivalents, as defined by accounting standards,
includes cash, money market funds and banking deposits, which
had an original maturity of less than three months (see note 36 to
the financial statements). Consequently, cash flows, as reported in
the financial statermnents, include the impact of capital flows in
treasury assets.

Net cash flows from operating activities include the effect of a
£282 6 million increase in banking client deposits (2016: £486.0
million increase) and a £16.6 million increase in the component of
treasury assets placed in term deposits for more than three
months (2016: 216.8 million decrease).

Offsetting this, cash flows included a net outflow of £4.0 million
from the purchase of longer-dated certificates of deposit (2016:
£70 million net inflow from the maturity of longer-dated
certificates of deposit), which'is shown within investing activities
in the consolidated staternent of cash flows.

The most significant non-operating cash flows during the year
were as follows.

— outflows relating to the payment of dividends of £29.4 million
(2016: £26 5 million)

— outflows relating to payments to acquire intangible assets
(other than as part of a business combination) of £11.9 million
(2016: £14.0 million)

— £4.2million of capital expenditure on property, plant and
equipment (2016: £12.2 million).
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Corporate responsibility report

Chief executive’s annual statement on
corporate responsibility

Rathbones' corporate resporsibility strategy aims to ensure that
social, environmental and ethical considerations are taken into
account throughout the business. With regard to environmental,
social and governance (ESG) matters as they affect our business,
the board believes that the social and environmental committee
(SEC) has identified and assessed the significant risks to the
company. The SEC focuses not only on potential risks but also on
opportunities for the cornpany to play its part as a good employer
and as a contributor to the environment and communities in
which we work and our clients live. This report provides an
overview of our activities - more information can be found on
our website,

As reported in last year's report, 2017 marked the firm’s ten-year
anniversary for reporting on carbon footprint and a review

was conducted to align our environmental and sustainability
objectives with the broader commercial goals of the business.

The objective of this review was to set the framework for the firn's
corporate social responsibility (CSR) strategy for the long term

and develop key initiatives to ensure the sustainability of the firm.
You will find further details below.
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Responsible investing

The concept of stewardship and responsible investment (SRI)
means focusing on the client and ensuring an active approach to
the ownership of securities. Implementing effective stewardship is
integral to our investiment process as a means of protecting and
enhancing value for clients, often through encouraging high
standards of corporate govemance, During 2017, we reviewed and
updated our policies in this area and are pleased to report on our
progress below. Also, we rernain a constituent company of the
FTSE4Good Index series and a signatory to the UN-backed
Principles for Responsible Investrnent (PRI).

Our employees

Our business success is dependent upon delivering a highly
professional and personal service to our clients and we believe
this can only be achieved by having engaged and motivated
employees with a diverse range of skills and experience.

Our emnployee strategy, policies and investment plans are all
designed to achieve these goals. Members of staff have access to
management and leadership courses, continuous professional
development (CPD) programmes to achieve continuous learning
and agreed career development programmes to enable
progression within the firm.

uodai33aens

Charities and communities

The Rathbone Brothers Foundations have continued to support
small local charities where its donations can make areal
difference. During the year, each office across the firm created a
foundation in order to be able to donate to and support local
charities. The overall charitable objective of the firm is to support
small, locally-based charities that help to improve the lives of
young people. Further information on our various initiatives can
be found below. :

In 2017, Rathbones was lead sponsor of the FIL Rathbones
Women's Lacrosse World Cup, the largest international women's
sporting event in the UK that year, As well as supporting and
highlighting the importance of women's sport, we used the
opportunity to encourage young women in particular to get
involved in sport through the tourmament’s legacy programme
and our ongoing partnerships with English Lacrosse and Lacrosse
Scotland. Through our sponsorship of the Rathbones Folio Prize,
we were also involved in the establishment of a mentoring
programme for young writers.
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Corporate responsibility report continued

Environmental reporting

Despite the cortinued growth in our business; total carbon
emissions were reduced to 2553 tCO2e (tornnes carbon dioxide
equivalent), 9% lower than reported in 2016 and 10% lower than
our baseline. Emissions from buildings energy consurnption fell
by 14% due to reduced energy use and the continued
decarbonisation of the UK grid. Following a 17% increase in
headcount, our business travel emissions increased slightly by 2%,

despite a 7% reduction in emissions from flights. For further details

of our carbon footprint, please read the environmental impact
section of this report.

This year also marks the 10-year anniversary of Rathbones
reporting on its environmental impacts. In recognition of this
milestone, we completed several initiatives in 2017 to improve
our performance and further enhance our knowledge and
managernent of environmental issues. We conducted an in-
depthreview of our wider sustainability strategy, improved our
environmental management and reporting processes and
completed our move to an award-winning energy-efficient head
office building at Finsbury Circus.

Philip Howell
Chief Executive and Chairman of the SEC

21 February 2018

Our approach

Rathbones' corporate responsibility approach can be summarised
as follows:

— Investing for clients

— Considering corporate responsibility and govermnance issues in
the companies in which we invest on behalf of our clients

— Developing our employees

— Motivating and rewarding our employees appropriately,
encouraging their development

— Waorking with communities
— Engaging in the communities in which we operate
— Being aware of our environment

— Managing our environmental impact and reducing our carbon
footprint by the efficient use of resources

Responsible investment

Rathbones specialises in discretionary private client investrent .
management. We manage assets for clients based on their goals.
Central processes provide guidance on equity analysis and
strategic asset allocation advice and are shared by the group. But it
is central to our business model that investrnent managers retain
their independence to buy and sell securities for clients. Therefore,
a top-down responsible investment framework is provided whilst
maintaining investment flexibility for investment managers.

Nonetheless, we are long-term investors and ESG factorsform a
key part of our equity analysis. To this end, in 2016, we formalised
our approach to the long-term stewardship of our clients’ assets
with the approval of a group stewardship policy, which was
approved by the board in 2017. The concept of our stewardship
policy means taking a client first, active approach to the ownership
of securities. Implementing effective stewardship is integral to our
investment process as a means of protecting and enhancing value
for clients. The core principles that we follow are:

1 Materiality

We recognise that governance and stewardship risks canbe
material to the performance and valuation of comparies.

2 Activevoting
We actively consider proxy votes for client holdings.
3 Engagement
Active engagemnent with companies on governance issues is
an important adjunct to voting activities.
4 Transparency
We report annually on our stewardship activities.

In addition, the issue of governance as a risk factor is covered by the
work of our stewardship committee, recognising that governance
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issues can be material in the companies in which we invest on behalf
of our clients. As well as conducting our own in-house analysis, we
subscribe to specialist providers of ESG research as part of our
research budget Governance risk scoring is now integrated into the
work of various investment committees. Social, environmental and
ethical considerations are also taken into account for specific
mandates throughout the group, particularly those managed by our
specialist ethical investment unit, Rathbone Greenbank Investrnents,
and a number managed by our charities team.

Through Rathbone Greenbank Investrents and Rathbone Unit
Trust Management's Ethical Bond Fund, the company is able to
provide investment services tailored to clients’ interests in the area
of socially responsible or sustainable investment. Where
appropriate, the company is also able to participate in new share
issues offered by companies that provide environmentally or
socially beneficial products or services. As at 3t December 2017,
Rathbone Greenbank Investments had £11 billion of funds under
management, equivalent to 2.52% of Rathbone Investment
Management's funds under management. The Rathbone Ethical
Bond Fund had £11 billion of funds under management.

Affiliations
The firm has the following affiliations and accreditations:

— CDP (Carbon Disclosure Project) as well as being a signatory to
the CDP sister programmes on water disclosure and forests

— UN-backed PRI We also play an active role in the PRI
Collaboration Platform. Qut of over 1800 members of this leading
initiative, Rathbones was named as one of the top 20 most active
and influential members of the PRI Collaboration Platform in 2015
and 2016, a significant achievemnent given our size relative to other
PRImembers. In 2017, we launched our stewardship policy and
moved into the ‘A’band in the Strategy & Governance module of
the UN PRI's annual reporting framework

— UK Sustainable and Investment Finance Association (UKSIF)
and the Ecumenical Council for Corporate Responsibility.
Rathbone Greenbank Investments is also a leading member of
the Institutional Investors Group on Climate Change (IGCC)

Voting

The comerstone of all responsible investment is an active and
considered approach to proxy voting. Since 2010, the group's
voting activity has been coordinated by a dedicated committee,
established in line with Rathbones' obligations under the PRI, and
pays heed to the Financial Reporting Council's (FRC) UK
Stewardship Code. Composed of investment managers and other
representatives from across the business, and supported by a
permanent stewardship director, the committee maintains general
group policy on corporate governance. Advice and research
received by the committee supplemnents the analysis carried

out internally as part of the investment process. The committee
issues voting recommendations based on best practice which
establishes a baseline for consideration by the major holders of the
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companies in question. Our investment managers retain the
ability to vote independently of this advice if appropriate.

Rathbone Investment Management exercises the voting rights
attached to its largest holdings, covering the most widely-held
stocks across the business. Voting is also undertaken on any
company if requested by an undetlying shareholder.

Rathbone Unit Trust Management, as an institutional investor,
meets its obligations as a signatory to the Stewardship Code and
was classified as a Tier 2 signatory by the FRC in 2016. In addition
to expanding the scope of proxy voting in 2015 and now
employing ISS to vote actively on all of its holdings, Rathbone Unit
Trust Management has recently darified its policy on stewardship
and company engagement in line with the demand of regulators.

Votes are entered in line with UK corporate governance best
practice, overseen by the stewardship director and fund managers
and investment managers. During 2017, the committee oversaw
active proxy voting on 5,046 resolutions at 398 company
meetings. Voting on these resolutions includes consideration of
such issues as executive remuneration, auditor independence,
appointment of directors and non-financial reporting.

Case study - Smith & Nephew

Our major issues with variable pay come when the experience
of management and shareholders becomes misaligned. It is
vital that remuneration policies be designed in such a way that
investors can have confidence that exceptional variable pay
will only come under certain prescribed circumstances,
meeting performance conditions which are unambiguous and
easily understood. However, most companies equip their
Temuneration comrnittees with discretion to make awards
even where perforrance conditions have not been met. In
the year in question, the remuneration committee at the
company exercised discretion to provide for elernents of a
Long Term Incentive Plan to vest despite targets on Total
Shareholder Return not being met.

We wrote to the company expressing our concern over the
use of discretion and the lack of convincing rationale for doing
s0. The performance targets were set by the remuneration
committee, with full knowledge of the market conditions, and
we consider it a matter of sound precedent that the company
should be prepared to accept the outcome of the structure and
incentives that it has chosen. Given the company’s relative
size and standing we viewed the use of discretioninsucha
manner tofall short of best practice.

We are comrnitted to transparency in this area and
regularly report on our activities via our corporate website.,

A more detailed assessment of our votes against
management can be found in our review of Stewardship
and Proxy Voting which can be found on our website.
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Corporate responsibility report continued

Engagement

Engagement with companies on ESG matters is largely
undertaken by Rathbone Greenbank Investments' ethical research
tearn and the stewardship director on behalf of the stewardship
committee. Engagement may occur as a result of fundamental
analysis of companies’ ESG reporting or through collaborative
efforts initiated by interest groups such as CDP, UKSIF or the PRI
Collaboration Platform. It covers a wide range of themes spanning
the whole of the environmental, social and governance spectrum.
In2017, we joined the steering committee for the PRI-coordinated
engagement on cyber security. .

Employees
Our approach

We are firmly committed to evolving our people policies and
practices and having continued high levels of employee
engagernent in line with our corporate values. Our goal continues
tobe the delivery of the highest possible quality of service to our
clients through talented and professional employees. Rathbones
has over 1100 staff in 16 locations in the UK and Jersey. We
promote a culture where we recruit and retain individuals whose
values match those of the business. To promote engagement with
our values, we actively encourage employees to become involved
in the financial performance of the group through our all
employee SIPs (UK Share Incentive Plan and International Share
Incentive Plan) and SAYE (Save As You Earn share option plan).

We also encourage our employees to become financially aware
and offer discounted independent financial advice. We have
offered share ownership plans to our employees since 1996 and
now have 55% in our SAYE and 879% in our SIP plans.

Employee statistics

% of female employees 487%
% of employees working part-time 106%
% resignation rate 4.7%
Learning

We continue to support the development of all our employees
and have maintained our average investment per person at a
significant level of £783 (2016:£634) and an average of two days’
training per year. These figures are a very conservative estimate
because there is much more employee development that has no
direct cost and is conducted at the desk.

Our aim when delivering high-quality programmes s to ensure
that emnployees have the best opportunity to put their learning
into practice. We do this by engaging with line managers and other
stakeholders in the business to ensure that the opportunity and
support is in place for employees to use new skills. We regularly
implement new initiatives across the group to ensure that all
employees have access to the development they need for their
current and possible future roles.
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Employees

Number of employees by length of service

Number of employees by age range
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Leadership and management development

We have developed a comprehensive suite of managernent and
leadership courses. These are designed to enable the business to
identify high-potential employees and progress thern through key
stages of learning from being highly effective team members to
ultimately growing into senior leadership roles. The leadership
programme continued successfully throughout the year and the
programme again involved senior managers focusing on how to
lead their teams to achieve corporate goals. The programme
culminates in a presentation about leadership changes and the
value of the learning. This format will continue to cascade through
the firm during 2017 to build leadership and management skills
across the group.

We have aligned some of our management development to
formal qualifications. A nurnber of managers have successfully
achieved alevel 5 qualification awarded by the Chartered
Management Institute. This included a module on managing
operational risk which was tailored to the specific issues in
Rathbones. We will continue to support this type of development
where the formal recognition of learning is appropriate.

Continuing professional development (CPD)

Our client-facing employees continue to meet and mostly exceed
therequired CPD targets set by our regulators. Investment
managers have the opportunity to further improve their technical
and management skills to ensure that the highest levels of client
service are maintained.

Talent development

Rathbones is keen to develop a pipeline of high-calibre talent to
ensure appropriate skills and succession planning for the future.
Our third apprenticeship programme is well underway with 11
participants and, in light of the ongoing success of this programme,
a further group will be recruited in 2018. Our continued
commitment to developing younger talent means that the
existing graduate development programme will be completed in
March 2018 and a new programme started in September. The
programme sees the trainees participate in a variety of placermnents
around the firm to gain a broad range of experience.

Career development and performance management

We have further developed our career frameworks to help
employees see their future pathway for progression within the
organisation. There is further work to doin this area and thereisa
commitment to help employees and managers with the skills
required for career management. A leadership framework has
been developed that we intend to incorporate into our
management training and promotion processes in 2018.

The performance management process is reviewed on an ongoing
basis and, in 2017, we have launched an online performance
management tool to help us better support both line managers
and employees.
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Diversity and inclusion

Rathbones is an equal opportunities employer and it is our policy
to ensure that all job applicants and employees are treated fairly
and on merit regardless of race, sex, marital/civil partnership
status, age, disability, religious belief, pregnancy, matemity, gender
reassignment or sexual orientation.
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We have two fernale directors out of seven and have thus
achieved our commitment to meet Lord Davies' target of 25%
fernale board representation. We are working towards achieving
the adjusted target of 33% of female board representation for FTSE
350 companies by 2020 and are developing a policy aligned to the
recommendations published in the Hampton-Alexander review in
November 2017.

Historically, wornen have been less well represented in the
investment management industry and addressing this imbalance
is a key priority. We are working hard to bring in more women in
graduate trainee positions (our graduate and apprenticeship
programmes currently comprise broadly equal numbers of men
and women) and by encouraging more applications from womnen
to our work experience and financial career programmes.

We continue to target the progression and development of
existing female employees with opportunities for leadership and
management prograrmmes. After engaging with our recently
returned maternity leavers in 2016, we undertook a
comprehensive review of our family leave policies. In 2017, we
implemented significant improvements to our maternity,
adoption and paternity policies. We also introduced group
coaching and online support for working parents.

We have started a training programme covering diversity,
inclusion and unconscious bias. Our executive committee were
amongst the first to participate and are actively supporting the roll-
out to all managers across the firm.

Rathbones prides itself on being a real Living Wage' employer and
pays Living Wage Foundation rates of pay to sub-contractor staff
and internal employees.

Modern slavery

Rathbones is committed to maintaining and improving our
practices to tackle slavery and human trafficking violations with
respect to our own operations, our supply chain and our services.
We welcomed the introduction of the Modem Slavery Actin 2015
and used this as an opportunity to build on our existing policies
and develop a focused approach to addressing the risk of modern
slavery. Rathbones already has a range of relevant policies in place
such as our policy on stewardship, being a living wage employer,
equal opportunites and whistle blowing, To further develop our
approach, we set ourselves a set of objectives over the next three
years. These include: carrying out a third-party risk assessment,
developing prioritised actions based on the results, introducing
amodern slavery screening process, training our staff and
communicating what we are doing.
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This year we engaged a third-party sustainability consultancy.
Carbon Smart, to carry out 3 modem slavery risk assessment of
our operations and supply chain. This was important to us
because, although we are a professional services businessin a
highly regulated market and therefore low risk, we do know that
no supply chain is risk free. Carbon Smart mapped our annual
supplier spend based on sector and location to identify areas of -
elevated risk in our supply chain. The majority of our spendisin
the UK with a small proportion in the US and Canada and the
majority is with professional services, which is low risk. However,
the risk assessment did show that there was an elevated risk,
although still below the UK average and well below the global
average in the following sectors:

— Construction - refurbishment of our buildings
— Paper - the stationery that we buy
— Chemicals - cleaning chemnicals that we purchase

With an understanding of our level of risk and the relevant sectors,
we were able to develop a risk-based approach which allows usto
focus our attention and resources where it matters the most. In the
event our staff wish to procure products or services from the
above sectors, additional checks must be performed: All new
suppliers in the above categories must share with us their modern
slavery statements, In addition to this, we have engaged with all
our current suppliers to understand the due diligence they havein
place to mitigate the risk of modem slavery in their supply chains.

This year our focus is on embedding the due diligence checks.
Our key staff will receive modem slavery training to ensure that
they understand how modem slavery may manifest itself and
what they can do to mitigate the risk when engaging with
suppliers. To raise awareness, we will also communicate to
wider staff what we are doing in this space. At the end of the
year, we also plantoreview the due diligence checks we have
carried out to understand the effectiveness of our approach and
update accordingly.

Anti-bribery policy

As a firm we value our reputation for ethical behaviour and
upholding the utmost integrity and we comply with the Prudential
Regulation Authority (PRA) and the Financial Conduct Authority
(FCA) clients'best interests rule. We understand that in addition to
the criminality of bribery and corruption, any such crime would
also have an adverse effect on our reputation and integrity.
Rathbones has a zero tolerance approach to bribery and
corruption and we ensure all our employees and suppliers are
adequately trained as to limit our exposure to bribery by:

— setting out clear anti-bribery and corruption policies
— providing mandatory training to all employees

-~ encouraging our employees to be vigilant and report
any suspected cases of bribery in accordance with the
specified procedures

— escalating and investigating instances of suspected bribery
and assisting the police or other appropriate authorities in
their investigations.

Gender pay reporting

The firm will be preparing and submitting its data on gender pay
to the government and will ensureit's available on the website
ahead of the deadline of 4 April 2018.

Performance and reward

We offer a comprehensive remuneration package which is
regulatly reviewed to ensure that our employees are fairly
rewarded. This is supported by challenging objective-setting and
appraisal processes to align reward to corporate goals and
motivate and encourage high performance.

All employees have the opportunity to participate in a pension
arrangement and are eligible to receive at least a 3% contribution
from the company to a group personal pension arrangement,
rising to 10% with additional employee contributions. In 2017, we
concluded a consultation with members of the company defined
benefit pension scheme and this resulted in closure of the
Rathbones 1987.defined benefit pension scheme to future accrual
in June 2017. Going forward, we have provided members of this
scheme with access to the same pension benefits provided to all of
our other employees.

We provide a wide range of core benefits such asprivate medical
cover, income protection insurance and life assurance. All
employees are eligible for an annual medical examination funded
by the company.
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Employees are encouraged to identify with and benefit from the
financial performance of the group through share-matching
within the SIP, free shares and SAYE schemes.

Wehave a continued focus on employee wellbeing. Employees
have access to an employee assistance programme (EAP) offering
confidential advice and support to themn and their families. We
have rolled out a number of training and drop-in sessions on
wellbeing-related topics.

Our people can also take advantage of the vast range of
voluntary benefits available such as the cycle to work scheme,
childcare vouchers, flexible holidays, voluntary leave and
discounts on products and services through our Reward Board'
benefits platforrm.

Employee relations

Engagement with our employees is crucial to the continuing
success of the group. We communicate regularly and openly with
them on matters affecting them and on the issues that have an
impact on the performance of the group and actively seek their
feedback on these matters. After the success of the engagement
survey run in 2016, we will be running a second employee survey
in 2018 in order to assess employee engagement.

Rathbones recognises the importance of an appropriate work-life
balance, both to the health and welfare of employees and to the
business. Holiday entitlemnent begins at 25 days per annum for all
employees, increasing to 30 days after five years' service, with the
opportunity to buy up to five additional days of flexible leave
each year.

Communities
Donations and fundraising

During the year, the group made total charitable donations of
£378,000, representing 0.70% of group pre-tax profits

(2016: £353,000, representing 0.6% of group pre-tax profits). It
alsoincluded the matching of employee donations made through
the tax efficient Give As You Eam (GAYE) payroll giving scheme.
In 2017, Rathbones' employees made payments totalling £225000
(2016: £196,000) through this scheme, which is administered by
the Charities Aid Foundation. The company matched staff-
donations of up to £200 per month made through GAYE and,

in 2017, donated £161,000 (2016: £164,000) to causes chosen by
ernployees through this method.

During 2017, the Rathbone Brothers Foundations across the
country considered many requests for assistance and met a
number of charities. Significant donations were made to and
volunteering activities organised for the following organisations:

— The Rathbones Winchester office staff chose to do their annual
volunteering week at Shepherd’s Down school The team
helped improve the outdoor environment of the school that
provides care and education to children with special needs
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— Enabling Enterprise is an award-winning not-for-profit social

enterprise, set up by a teamn of teachers in 2009. Their mission
is to equip young people with the skills, experiences and
aspirations they need to succeed in life. The Liverpool team
hosted children from Blessed Sacrament Primary School.
Guided by Rathbonies employees, the children took partina
fun activity where they played the role of stock market traders
who had to evaluate potential investrnents and make
decisions on behalf of their clients. The London office hosted
children from years four and six of Holly Park Primary School
and St Francis de Sales. The same challenge applied and gave
the kids a great opportunity to use their imaginations, work in
tearns and give a presentation at the end of the day

— Clearvision is alending library that adds Braille to children's
books, before loaning them to visually impaired children.
The charity’s library is well established and serves over 1,000
farnilies, schools, Vision Support Services and public libraries.
The London Rathbone Brothers Foundation has donated
money for the past three years

— The Teapot Trust is a children’s charity which uses art therapy
as a way of helping young people cope with long-term medical
conditions. The Edinburgh office supported the charity
through its annual in-house art exhibition. Over 200 Rathbones
guests attended the exhibition, which was held across two
evenings in November, showcasing local artists

— The Cambridge office supports twolocal charities: the
Cambridge Central Aid Society, which offers rapid financial
help toindividuals and families in Cambridge who are in need;
and the Connections Bus Project, a charity providing youth
work services across Cambridgeshire, delivering youth clubs,
training courses and consultations and support for smaller
community youth projects.

Investing in brighter futures

The FIL Rathbones Women's Lacrosse World Cup was the largest
women's international sporting event in the UK in 2017. As lead
sponsor of the tournament, Rathbones put on and supported
many activities throughout the year to highlight the importance,
and encourage the advancement, of women's sport.

Rathbones has been a strong supporter of lacrosse in the UK since
2011 through our partnerships with English Lacrosse and Lacrosse
Scotland. Our focus for these programmes has been on
encouraging girls to play sport, as we acknowledge the value of
sport in the lives of young people in teaching key life skills.

The Rathbones Financial Awareness programme is another
significant element of our investment in young people.
Investment managers deliver presentations to 16-25-year-olds
within our offices and at schools around the UK. The programme
aims to equip those attending with the necessary information to
take ownership of their finances at a young age. In 2017, the
programme was delivered to nearly 2000 young people.
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Rathbones also supports the arts through the Rathbones Folio
programme. The pinnacle of the programme is the Rathbones
Folio Prize, a prize awarded to the best English language book
across all genres. However, just as important are the other parts of
the programme, which include the Rathbones Folio Mentorship
for aspiring young writers and the Rathbones Folio Sessions,
which encourage thought and stimulate debate at literary festivals
throughout the country. :

Environmental impact

This year marks the tenth year in which Rathbones has reported
its carbon footprint. As a responsible investor, Rathbones leads by
example in our approach to environmental matters, striving to
understand the environmental impacts-of cur business activities
and, wherever possible, act to reduce them. In 2017, we enhanced
our environmental monitoring and reporting process, thereby
improving our performance management capabilities. Key
benefits of the revised approach include the alignment of our
carbon footprint reporting with Rathbones' financial year' and an
improved ability to assess and influence environmental
performance throughout the year.

Total emissions (tCO:€) since baseline year

Our 2017 carbon footprint

We are pleased to report a 9% reduction in our overall emissions
102553 tCO2e, down from 2,798 tCO2e in 2016, Furthermore,

our emissions intensity has also reduced by over 20% following
continued growth in both headcount and funds under managernent.

These reductions are primarily attributable to reduced energy
consumption across our offices, reduced ernissions from flights,
paper and waste, and the continued decarbonisation of the UK's
electricity supply. Notably, our new head office building in
Finsbury Circus has proved significantly less energy intensive
than our previous Curzon Street location.

Building energy emissions arising frorn energy consumption at
our offices and data centres were 1484 tCO2in 2017, down 14%
from 1,730 tCO2 in 2016.

Business travel emissions increased to 716 tCO2, up 2% from 699
tCO- last year, despite a reported 7% reduction in ernissions from
flights. Our travel emissions rose largely due toa 17% increase in
headcount and increased use of employee-owned cars for
business purposes.

Emissions from other resources, namely paper, waste and
refrigerants, were 353 tCOze, down 4% frorm 369 tCOze in 2016,
following reductions in paper and waste ernissions.

3.500
3000 2,843 2,985 3,052 2,798 2,553
2,500
2,000
1,500
1,000
500
0 .
Operational indicators 2013 2014 2015 2016 2017
Staff (FTE) 829 867 965 1.045 1,227
Net internal area of offices / m? 14,430 14,430 14,518 15,369 22,924
Operating income/ £m 176.4 209.3 230.1 2438 291.6
Funds under management / £bn 22 27.2 29.2 33.2 39.1
Carbonintensity / tCO2e*
Staff (FTE) 3.4 3.4 3.2 2.7 2.1
Net internal area of offices / m? 0.2 0.21 0.21 0.18 0.11
Operatingincome / £m 16.1 14.3 13.3 115 8.8
Funds under management / £bn 129.2 109.8 104.5 84.3 65.3

1. Aligning our carbon reporting with the financial year required a rebaselining of ermissions back to 2013 and resulted in some minor variations to previously reported annual-

emissions. Further information on rebaselining is provided below
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Key achievements in 2017
Rathbones completed several important initiatives in 2017 to mark the tenth anniversary of our reporting on environrmental impacts.

Our new head office

In February 2017, we completed our move to 8 Finsbury Circus, a buﬂdmg which has achieved a Bulldxng Research Establishment
Environmental Assessment Method (BREEAM) Excellent’ rating in recognition of its performance and facilities across a range of
environmental criteria. Although our new head office provides over 50% more floor area, it used 20% less energy in 2017 than Curzon
Street in the previous year. Furthermore, it enables Rathbones to reduce environmental impacts through the provision of 160 cycle spaces,
photovoltaics, and a green roof grey water recycling system. R
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Improved performance management and reporting

Having reported Rathbones' environmental impacts on an annual basis over the last 10 years, in 2017 we increased the focus and
frequency of this process to provide quarterly performance updates, analysis and trending information throughout the year.

This has delivered the following key benefits to management:

— More timely provision of environment data, enabling the dlignment of carbon footprint feporting with Rathbones' financial year

— Improved data quality and accuracy, reducing the number of estimations required due to unavailable or incomplete data

— Intra-year visibility of environmental performance, thereby creating capacity for the management team to identify actions during the
year that will influence year-end performance.

Compliance with regulations

. Rathbones complies with the regulations for reporting greenhouse gas emissions. Following an operational control approach to defining

our organisational boundary, our 2017 greenhouse gas ernissions from business activities amounted to:

— 321 tCO-eresulting from the comnbustion of fuel and the operation of any facilities (classified as Scope 1 in this report)

— 851tCO:e from the purchase of electricity by the company for its own use (dassified as Scope 2 in this report).

In February 2017, we moved to our new head office location in Finsbury Circus, which increased our reporting boundary. It was not
possible to obtain consumption data during the fit-out period in 2016 and so these emissions were excluded from last year's report. This
data has now been obtained and included within our rebaselining of 2016 data. It has not been practical to gather data on energy use at our
Lymington office and we have used typical energy consumption benchmarks to calculate the energy use at this site based on floor area.

The methodology used is in accordance with the requirements of the following standard: The World Resources Institute Greenhouse Gas
Protocol (revised version). This includes best practice Scope 2 guidance using the market-based method: Environmental Reporting
Guidelines: including mandatory greenhouse gas emissions reporting guidance’ (Defra, October 2013) and IS0 14064 - part 1.
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Rebaselining

Rathbones reporting period for greenhouse gas emissions is now 1 January to 31 December, aligned to our financial year. The reporting
period was previously offset by three months to allow additional time for data collation. To ensure comparability of 2017 performance
against previous years, we have rebaselined emissions back to 2013. Variations in seasonal consumption and ermnissions factors produced
several minor variations as detailed below.

Rebaseline Original Rebaseline Original Rebaseline Original Rebaseling Original

3016 15/16 2015 14/15 2014 13/14 2013 12/13
Scope 1 404 . 357 317 303 310 311 306 304
Scope 2 947 1.009 1,282 1332 1443 1,450 1424 1,463
Scope 3 1.447 1,449 1,453 1446 1232 1,145 1113 1114
Total . 2,798 2,814 3.052 3.081 2,985 2.907 2,843 2.882
Varignce -0.6% -09% +2.7% -14%

1, Last year's report of 2015/16 emissions excluded 28 tCO.e of Scope 1 and 2 ermissions linked to the fit out of our new Finsbury Circus head office due to unavailable data. These
emissions have beeninduded in the above rebaseline

Carbon footprint by scope (tCO.¢) N

Location-based emissions? 2017 2016 2015 2014 (baszeg:a?z
Scope 1 321 404 317 310 306
Natura! gas 296 404 315 272 276
Refrigerant 25 - 2 39 30
Company cars - - 002 0.01

Scope2 851 947 1,282 1,443 1424
Purchased électricity 851 947 1282 1443 1424
Scope 3 . 1,383 1447 1,453 1.232 1,113
Data centres® 257 294 317 252 150
Business travel 716 699 677 528 496
Paper . 319 342 328 310 328
Waste 9 27 26 15 S
Electricity T&D? 82 86 106 126 130
Total location-based . 2,553 2,798 3,052 2,985 2843
Market-based emissions 2017 2016 2015

Purchased electricity 909 1061 1,282

Data centres 285 317 317

1. Inaccordance with best practice introduced in 2015, we report two numbers to reflect emissions from electricity. Location-based emissions based on average emissions
intensity of the UK grid and market-based emissions to reflect emissions from our specific suppliers and tariffs

2 Data centre emissions are reported as Scope 3.3s per the Greenhouse Gas Protocol. However, where figures are stated in this report for overall buildings electricity
consumption, we have included data centres to ensure transparency of electricity use

3. Emissions from line losses associated with electricity transmission and distribution
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Carbon intensity

The table below shows the ernissions intensity of Rembones in relation to the number of staff, office space, operating income and funds
under management.

Operational indicators Carbon intensity (tCOse)*
: 2017 2016 2015 2014 2013 2017 2016 2015 2014 2013
Staff (FTE) 1.227 - 1045 965 867 829 - 21 27 32 34 34
Net internal area of offices (m?) 22,924 15369 14518 14430 14430 0.11 018 021 0.20 0.20-
Operating income (Em) 291.6 2438 2301 2093 1764 88 1154 1339 1389 1634
Funds under management (£bn) 39.1 33.2 29.2 27.2 220 64.4 843 1045 1098 1292

1. Carbonintensity is the total all scopes tCO-e per: FTE: m? £m of operating income; £bn of funds under management

Carbon Smart opinion statement

This staternent provides Rathbones and its stakeholders with a third-party assessment of the quality and rehabmty of Rathbones' carbon
footprint data for the reporting period 1 January 2017 to 31 Decernber 2017. It does not represent an independent third-party assurance of
Rathbones' management approach to sustainability.

Carbon Smart has been commissioned by Rathbones for the tenth consecutive year to calculate Rathbones’ carbon footprint for all offices

for its 2017 annual report. Through this engagement, Carbon Smart has assured Rathbones that the reported carbon footprint is
representative of the business and that the data presented is credible and compliant with the appropriate standards and industry practices.
Data has been collected and calculated following the ISO 14064 - part 1 standard and verified against the WRI GHG Protocol principles of
completeness, consistency and accuracy. Carbon Smart's work has included interviews with key Rathbones personnel, a review of intemal
and external docurnentation, interrogation of source data and data collection systems, including comparison with the previous years' data
Carbon Smart has concluded the points listed below.

Relevance .
We have ensured the GHG inventory appropriately reflects the GHG emissions of the company and serves the decision-making needs of
users, both internal and external to the company.

Completeness

Rathbones continues to use the operational control approach to define its organisational boundary. Rathbones calculates total direct
Scope 1, 2 and major Scope 3 emissions. Reported environmental data covers all employees and all entities that meet the criteria of being
subject to control or significant influence of the reporting organisation.

Consistency
To ensure comparability, we have used the same calculation methodologies and assumptions as for the previous year. In 2017, previous
years' emissions have been rebaselined to align with Rathbones' financial year.

Transparency
Where relevant, we have included appropriate references to the accounting and calculation methodologies, assumptions and
recalculations performed.

‘Accuracy
To our knowledge, data is considered accurate within the limits of the quality and completeness.of the data provided.
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10 years of corporate social responsibility at Rathbones

Rathbones has along-standing commitment to action on CSR matters. Here is a selection of our achievermnents over the last 10 years.
~ CDPrespondent since 2006

— Over £23 million in charitable donations since 2007

— UN PRI Signatory since 2009

— PwC Building Public Trust Award 2011: Best People Reporting in a FTSE 250

— 2013 FTSE4Good ranking: 98th percentile

— 2014 ICSA Excellence in Governance Award: Best sustainability and stakeholder disclosure in a FTSE 250

— CDPinvestor mermiber since 2015 .

— One of the top 20 most active and influential members of the UN PRI Collaboration Platform (2015 and 2016)
— Qver 5000 16- to 24-year-olds engaged in Rathbones Financial Awareness Programme

— Moved head office to award-winning BREEAM Excellent’ rated building in 2017
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CSR strategy review

During 2017, Rathbones undertook an in-depth review of CSR with the aim of developing a framework for promoting sustainability across
the business and ensuring good corporate citizenship. Through consultation with key stakeholders, we considered material sustainability
issues alongside key drivers for our business. This review was an important first step towards the definition of a longer-term roadmap to
sustainability and identified the following four ‘pillars’ as most relevant to our business.

Employees .
Rathbones began life as a family business. Many of our employees are also shareholders and the success of our business is intrinsically
linked to our people. We recognise that every person around the world deserves to be treated with dignity and equality and our
responsibility to respect the human rights of our direct employees and those within our supply chain.

Governance and stewardship

At Rathbones, we believe in the importance of adopting best practice corporate governarnce standards and managing companies and
investments in the long-term interests of shareholders. As with good governance and responsible stewardship, sustainability, at its heart,
is about promoting long-term success.

Environment
For the last 10 years, Rathbones has reported its environmental impacts and acted to reduce them. Now more than ever, we recognise the
importance of tackling environmental issues and that every business, regardless of sector, must act to reduce its ecological footprint.

Social and community

Rathbones is part of an increasingly interconnected global community. We recognise the importance of acting to promote wellbeing and
maximise the positive impacts of our business in the societies and communities within which we operate. By promoting the success of
those around us, we can help to generate the conditions for sustainable growth in our business.

Four pillars of sustainability
High level sustainability drivers, themes and stakeholders

Key drivers Themes Stakeholders
Responsible Employees Govemange and d Clients
investment > stewardship
trends — Diversity, transparency, gender — Responsible investment

pay in financial services —  Anti-corruption practices

— Employee engagement — Remuneration

— Supply chain workers - — Management structure < Employees
Increasing action on modern slavery
regulationsand p
transparency Social and community Environment .

< Communities

— Respect for human rights - (Climate change, low

- Volunteering, charitable giving carbon investment
Millennials as — Support for community - Air pollution
employeesand P initiatives — Waste
clients | — Paper use/deforestation <4 Suppliers

— Water
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Looking forward

Rathbones’ continued action on CSR is driven by the following considerations. Firstly, it is our longstanding and collective desire tobe a
good corporate citizen. We recognise that acting on sustainability issues is the right thing to do. Over the next 10 years, we fully expect the
irmportarnce of acting sustainably to increase for our business and its stakeholders - the clients we serve, our employees, the local and
global cormmunities within which we operate and our suppliers and delivery partners.

Secondly, we recognise this increasing focus on sustainability issues as one of several leading trends that will impact and define businesses
in every sector the over the coming years. Already we see a growth in related regulation and the need for transparency on social and
environmental issues. The advent of millennials as employees and customers of our business will serve to accelerate interest both in
actng responsibly as a business and in responsible investment opportunities.

For these reasons, Rathbones will continue to increase its focus on sustainability issues. In 2018, we will further develop our prograrnme of
action across the four pillars identified above and, by 2020, we will produce a dedicated, standalone report on our CSR performance.

The strategic report contains certain forward-looking
staternents, which are made by the directors in good faith
based on the information available to them at the time of
their approval of this annual report. Statements contained
within the strategic report should be treated with some
caution due to the inherent uncertainties (including but
not limited to those arising from economic, regulatory and
business risk factors) underlying any such forward-looking
statements. The strategic report has been prepared by
Rathbone Brothers Plc to provide information toits
shareholders and should not be relied upon for any

other purpose.

.Pages 110 56 constitute the strategic report, which was
approved by the board and signed on its behalf by:

-Philip Howell Paul Stockton
Chief Executive Finance Director
21 February 2018

_
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Corporate governance report

1 am pleased to introduce the corporate governance report for
2017, which includes commentaries from me and the other
committee chairmen. The report explains how we applied the
principles of good governance including the provisions of the 2016
edition of the Financial Reporting Council's (FRC) UK Corporate
Governance Code (the Code’).

The board recognises and champions the benefits of good
governance across the firm. We understand thatagood
governance framework creates a solid foundation which
enables us to act in the best interests of our clients, shareholders
and other stakeholders.

Culture :

The board places great importance on the firm's culture which has
developed over many years and represents a key competitive
advantage. The firm's client focus and integrity is fundamental to
achieving the best results for clients and shareholders over the
longterm. :

In order to assess the firm's culture, a fundamental review was
conducted in 2016 and the findings were discussed at length by
the board and executive committee. A numnber of metrics were
agreed, with ongoing monitoring by the conduct risk committee
and quarterly board updates. In addition, a culture dashboard
relating to dlients, colleagues and other stakeholders hasbeen
developed which enables the group risk committee and the board
to review and monitor key metrics. To provide helpful colour to
this data, an additional paper is prepared giving illustrative
examples of good and poor conduct in the firm, My non-executive
director colleagues and I have also continued during the year to
assess the firm’s culture through direct engagement, both formal
and informal, with investment managers and other employees
throughout the business.

1. The Code can be found at: wwwifrcorguk
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The biggest challenges to our culture include the increase in the
size of our business and the plethora of new regulation. This brings
with it the need for greater formalities in processes and for more
detailed data on clients and their changing circumstances

Board and executive succession

After arigorous recruitrment process, we were delighted to welcome
Jim Pettigrew to the board in March 2017. A comprehensive and
tailored induction programme was arranged for Jim to introduce
him to the business and provide industry context. Additional
detail of the induction programme is provided later in the report.
Jim was appointed senior independent director in May 2017
following the retirement of David Harrel.

The board recognises the importance of planning for the future
and ensuring that succession plans are in place and embedded
throughout the firm. Kathryn Matthews is due to stand down by
the end of 2018, having served nine years as a director. We have
engaged independent search consultants to find someone with
the experience and skills to replace Kathryn as chairman of the
group risk commnittee. Following a skills audit, which was initiated
by the nomination committee and presented to the board,
consideration is being given to recruiting an additional non-
executive director with the aim of bringing new skills to the board,
taking account of the existing balance of knowledge, experience
and diversity.

In addition, the board has discussed and approved the
recommendations from the nomination committee to strengthen
and formalise executive succession planning and talent
management processes throughout the firm.
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Board meetings

During the year, the board held seven scheduled meetings and
met formally and informally on many occasions. Prior to each
scheduled board meeting I meet with the non-executive directors
to discuss any significant matters arising from the board papers
and the focus of any challenges. We receive written reports on the
development of the business and key performance indicators,
together with detailed updates on the progress of agreed strategic
initiatives. Each board meeting is attended for relevant items by
members of the executive committee so that we can discuss their
respective areas of responsibility in depth.

In between board meetings, I rnaintain frequent contact with the
executive team and, in particular, the chief executive who keeps
me apprised of progress and key developments. Philip and I also
discuss how to bring issues to the board in the most effective
way. Our senior independent director, Jim Pettigrew, and I are in
frequent contact and I often discuss with him my thinking on
significant board issues. Jim and I are also in regular dialogue with
our other non-executive colleagues to ensure that any areas of
concern are aired.

Board effectiveness

As it had been three years since our last external board evaluation,
Independent Audit were appointed during 2017 to'conduct a
review of the board. Their report provided a helpful analysis of the
board's strengths and weaknesses and overall was both positive
and constructive. Further details can be found later in the report.

Remuneration policy

We are due to present our remuneration policy for approval at the
2018 annual general meeting (AGM), as it has been three years
since our policy was last approved in 2015. The remuneration
committee has assessed our policy in the context of a changing
external environment and the firn's own requirements. While
maintaining the principal features of our existing policy, a number
of small changes have been proposed to align the interests of
executives and investors more closely. The chairman of the
rernuneration committee, Sarah Gentlernan, carried out an
extensive consultation exercise with our largest shareholders
before finalising the new policy. Further details about the changes
to our policy can be found in the remuneration report on page 80.
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Looking forward

The nomination committee continues to take into consideration
the recommendations of the Davies report and the McGregor-
Smith initial review on board diversity, Currently, our two femnale
directors represent 29% of the total board membership. As a board,
we acknowledge the importance of board diversity and, looking
forward, regard will be given to female representation targets
during the recruitment process. The firm will ensure that there are
no barriers to women succeeding at the highest levels.

Mark Nicholls
Chairman

21 February 2018
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Corporate governance report continued

Governance at a glance

Our governance framework

An overview of the firm's governance structure and respective roles are provided below.

Chairman
Leads the board and sets the agenda for board discussions
Ensures the board is effective

Encourages the presentation of accurate, clear and timely information
Promotes effective and constructive dialogue between non-executive
directors, executive directors and the executive team
Chairs the nomination committee which considers the
composition of the board and succession plans
Evaluates the performance of the board, its committees
and individual directors on an annual basis

—

Chief Executive Officer

Non-executive Directors
Provide constructive challenge to management
performance and strategy
Contribute to the firn’s strategy
Provide independent judgement to the board

< ———

Board of directors

Provides executive leadership and management to
the business

Responsible for the effectiveness of the executive
comumittee

Delivers on strategic objectives set by the board in line
with the group’s risk appetite

Oversees the financial position of the group

Maintains strong relationships with the chairman,

the board and key shareholders

Senior Independent Director

— Acts as a sounding board for the chairman and serves as an intermediary
for the other directors if required

Holds meeting with the non-executive directors (without the chairman
present) at least annually

Leads the board in the ongoing monitoring and annual performance
evaluaton of the chairman

Is available to reet with a range of major shareholders to developa
balanced understanding of their issues and concerns and report the
outcome of such meetngs to the board
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. Company Secretary
Chaired by Mark Nicholls —  Develops board and committee
agendas and distributes board
Accountable to shareholders for the long-term, packs
sustainable success of the group. This is achieved — Ensures board procedures are
through setting out the strategy, monitoring observed
strategic objectives and providing oversight — Advises on corporate governance
of the implementation of these objectives matters
by the management team. — Available toall directors

Board committees -

Remuneration committee
Chaired by Sarah Gentleman

Determines and sets the firm's .
remuneration philosophy, ensuring

it is aligned with the business plan
and risk appetite

Approves the remuneration policy for
executive directors for final approval by
shareholders and makes remuneration
decisions within the policy

Approves total annual remuneration
for executive directors based on
.achievements against objectives set
by the committee

Reviews total annual remuneration
for executive committee members
-and material risk takers
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Board activities in 2017

Strategy

Held strategy day with group
executive to review and
discuss progress

Reviewed and analysed
strategic acquisition

' opportunities

Focused on delivery of
organic growth initiatives

Risk management

Monitored the firm's principal
risks and compliance
programme

Received detailed report on
significant regulatory risks
Reviewed the implications of
Brexit on the organisation

Performance review

Oversight of the financial
performance of the group
Reviewed and approved
capital requirements of
the firm

Approved 2018 budget

Governance

Conducted an external board
evaluation

Appointed senior
independent director
Approved the firm's Modemn
Slavery Act statement
Assessed and oversaw

the firn's culture

Group risk committee
Chaired by Kathryn Matthews

Reviews the effectiveness of
the risk management
framework

Reviews the firm's risk
appetite

Assesses the firm's
compliance and anti-money
laundering policies

Reviews key regulatory
submissions

rathbones.com

Audit committee
Chaired by James Dean

— Reviews the integrity of the firm's
financial reporting and financial

statemnents

— Assesses the performance and
independence of the external auditor
- Approves the annual internal audit

plan

— Reviews the effectiveness of the

internal audit function and

management’s response to their

findings

Nomination committee
Chaired by Mark Nicholls

Reviews the structure, size
and composition of the
board and committees
Assesses and nominates
suitable candidates to be
appointed to the board
Considers talent and
succession planning for
directors and senior
management

Executive committee
.Chaired by Philip Howell

- Implements the agreed strategy
and the day-to-day
management of the firn

— Reviews and discusses
the annual business plan
and budget ’

— Implements investment
process and client proposition
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Corporate governance report continued

Our leadership

Board committees
A Audit committee

E Executive committee

N__Nomination committee

Re_Remuneration committee
Ri  Group risk committee
Bold in biographies indicates
committee chairman

Chairman

Mark Nicholls
Chairman

Appointment: 01/12/2010
Age: 68
Board committees: Re, N

Executive directors

Philip Howell
Chief Executive

Appointment: 01/12/2013
Age: 62
Board committees: E

Paul Stockton
Finance Director

Appointment: 24/09/2008
Age: 52
Board committees: E

Background and career

Mark is a lawyer and
corporate financier and was
appointed as chairman at our
2011 AGM. After studying law
at Cambridge, he qualified as
a solicitor at Linklaters before
joining S G Warburg in 1976.
He became a director of
Warburgs in 1984 and head of
investrment banking in 1994.
In 1996, he joined Royal Bank
of Scotland and became head
of their private equity group,
leaving in 2003 to pursue a
plural career. He is currently
chairman of the West
Bromwich Building Society

-and a non-executive director

of Northern Investors
Company PLC.

Current external non-executive
director roles
Northemn Investors
Company PLC
West Bromwich
Building Society

Background and career

Philip was appointed in 2013.
Following an early military
career, Philip spent over

30 years in the investment
banking and private banking
sectors, undertaking a range
of leadership roles as well as
gaining considerable general
management experience.
He was with Barclays for

24 years, which included
leadership assignments in
Asia and South Africa and
subsequently as head of
strategy and corporate
development, focused

on the international and
private banking divisions. He
continued his involvernent in
private wealth management,
firstly as chief executive

of Fortis Private Banking
and subsequently of
Williams de Broé.

Current external non-executive
director roles

None

Background and career
Paul was appointed

-group finance director in

2008. He qualified as a
chartered accountant with
PriceWaterhouse in 1992.

In 1999, he joined Old Mutual
Plc as group financial
controller, becorning director
of finance in 2001 and
finance director of Gerrard
Limited eight months later.
Two years after the sale of
Gerrard in 2005, he left to
work initially for Eurcclear
and, subsequently, as a
divisional finance director

of the Phoenix Group.

He was formerly a director
of the Financial Services
Compensation Scheme.,

Current external non-executive
director roles

None
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Non-executive directors

Jim Pettigrew
Non-executive Director and
Senior Independent Director

Appointment: 06/03/2017
Age: 59
Board committees: A, Re, N, Ri

James Dean
Non-executive Director
(Independent)

Appointment: 01/11/2013
Age: 60
Board committees: A, Re, N, Ri

Sarah Gentleman
Non-executive Director
(Independent)

Appointment: 21/01/2015
Age: 47
Board committees: A, Re, N, Ri

Kathryn Matthews
Non-executive Director
(Independent)

IDUBUIRACYH

Appointment: 06/01/2010
Age: 58
Board committees: A, Re, N, Ri

Background and career
Jim was appointed as a
non-executive director at our

2017 AGM-and was appointed:

as senior independent
director in May 2017. Heisa
chartered accountant and
was formerly president of
ICAS and Chief Executive
Officer of CMC Markets plc,
Chief Operating Officer of
Ashmore Group plc and
Group Finance Director of
ICAP plc. He was previously
non-executive director of
Aberdeen Asset Management
plc, AON UK Ltd, Hermes
Fund Managers Ltd, Crest
Nicholson Plc and Edinburgh
Investrnent Trust Plc.

Current external non-executive
director roles

CYBG Plc

RBC Europe Limited

Miton Group Plc

Scottish Financial Enterprise

rathbones.com

Background and career

James was appointed as a
non-executive director in
2013 and is chairman of our
audit cornmittee. He is a
chartered accountant with
over 30 years' experience
working in financial services.
He has worked in a variety of
roles at Emst & Young over a

‘period of 14 years, including

holding the position of
rnanaging partner for the UK
Finandial Services Audit
Practice for four years.

Current externol non-executive
director roles
Liverpool Victoria
Friendly Society
The Stafford Railway
Building Society

Background and career

Sarah was appointed as a
non-éxecutive director in
2015 and is chairman of our
remuneration committee.
She started her career as a
consultant at McKinsey and
Company and then worked
for several years in the
telecoms and digital sectors,
latterly as chief financial
officer of the LCR Telecom
Group. In 1999, she joined
the internet bank Egg, the
intemet banking subsidiary
of Prudential, where she
was responsible for business
development and strategy.

In 2005, she joined Sanford C.

Bemnstein & Co, the
institutional research and
trading arm of Alliance
Bernstein as a banking
analyst covering the
European banking sector.

Current external non-executive
director roles

None

Background and career
Kathryn was appointed as a
non-executive director in
2010 and is chairman of the
risk committee. She has
spent her entire career in
investment management,
including her time as

chief investment officer,
Asia Pacific (ex Japan)

for Fidelity International.
Prior to that, she held senior
appointments with William
M Mercer, AXA Investment
Managers, Santander Global
Advisers and Baring

Asset Management.

Current external non-executive

director roles

Aperam SA.

JP Morgan Chinese
Investment Trust Plc

BT Investment Management
Limited

Barclays Bank UK Plc
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Corporate governance report continued

The role of the board

Theboard provides the leadership and oversight to ensure
long-term success for the company and its stakeholders.

To achieve this goal, the board requires a diverse and talented -
membership with a range of skills and experience and the ability
to challenge and support the executive management. The board
has a strong non-executive team which currently comprises
former executives with financial, risk management and
operational experience drawn from a variety of financial
institutions. In addition, the broad experience of the non-executive
directors allows them to understand the challenges and
opportunities that face the firm and enables thern to contribute
to discussions and decisions.

Board meetings

Most scheduled board meetings are preceded by a board dinner,
which allows for broader discussions on particular topics. The
board dinners also provide an opportunity for the board to meet
members of the management team or to receive training, In
months where no formal board meeting is scheduled, an informal
meeting of the non-executive directors, the chairman and the
chief executive is generally held The non-executive directors also
have informal meetings without the chairman or chief executive
present. Theroles of the chairman, the chief executive, the senior
independent director and the non-executive directors have been
clearly defined and agreed by the board to ensure a separation of
power and authority.

At every board meeting the chief executive updates the board on
the implementation of strategy and recent developments. The
finance director reviews the financial performance and forecasts
against plan and market expectations. The chief risk officer
updates the board on key risk areas and any emerging regulatory
issues which impact the business. The board is updated on
shareholder sentiment and significant changes in the share
register. In addition, members of the executive committee attend
meetings as required to present and discuss progress in their
individual businesses and funictions.

Specific areas of focus and major decisions taken by the board
during the year in line with its matters reserved’ mandate are
listed below.

— Reviewed and assessed strategic initiatives

— Scrutinised the benefits of, and monitored progress on,
the proposed merger with Smith & Williamson

— Approved the firm’s risk framework and appetite

— Reviewed the firm's risk management and internal
controls systems

— Oversaw financial performance against plan and market
expectations

— Focused on management's delivery of organic growth
initiatives

— Assessed and approved the firn's capital adequacy annual
budget

— Monitored and assessed the firm's culture

- Approved interim and full year financial staternents interim
dividend and recommended final dividend

— - Approved the firm's viability statement and going concem
disclosure for the year ended 31 December 2016

— Approved the 2016 report and accounts to shareholders
against the fair, balanced and understandable criteria.

Operations of the board

The board has a rolling agenda which ensures that key matters are
addressed. The board held seven scheduled meetings during the
year, a strategy day and had a number of additional formal and
informal meetings. The board also appointed a committee to
ensure close non-executive director involvement in the
discussions with Smnith & Williamson. The chairman and the
company secretary manage board and committee meetings and
ensure that the board (and particularly the non-executive
directors) receive appropriate and balanced information. The
company secretary manages the timely circulation of information
to the board. All board papers are prepared by executives and
clearly indicate the action required. As part of the annual board
evaluation process, board members provided input into the level
and quality of the information that is provided. In addition, the
comparny secretary ensures board procedures are complied with
and applicable rules are followed.

The company secretary facilitates the induction process for new
directors, assists with their professional development and advises
the board on corporate governance matters and on the rules and
regulations that affect 2 UK-listed company. The appointment or
removal of the company secretary is a matter for the board.

Board attendance

Meetings attended
Director (eligible to attend)
M P Nicholls (chairman) 7(7)
JWDean 7(7)
SF Gentleman 7(7)
JN Pettigrew! 6(6)
P L Howell 7(7)
K A Matthews 7(7)
R P Stockton 7(7)

Former directors

D T D Harrel? 2(3)

1. JimPettigrew jcined the board on 6 March 2017
2 David Harrel stepped down as a director on10 May 2017
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Independence

Theboard, on the recommendation of the nomination cormnmittee,
considers that all of the non-executive directors are independent.
Allboard members are required to disclose any external positions
or interests which may conflict with their directorship of
Rathbones prior to their appointment so that any potential conflict
can be properly assessed. The board has regard to the fact the
experienced non-executive directors in finandial firms area
valuable resource and may sit-on several boards. Conflicts of
interest can generally be managed by due process and common
sense. In this regard, the board carefully analysed the regulatory
and governance risks attached to the appointment of Jim
Pettigrew since he is chairman of Miton Group. After consulting
with Jim, and assessing his ime commitments, the board
approved the appointment, but put in place procedures and
requirements, which need to be observed by Jim. The board

also considered carefully therisks attached to the proposed
appointment of Kathryn Matthews to the board of Barclays Bank
UK Plc. After consulting with Kathryn, and assessing her time
commitments, the board approved the appointment, but put in
place procedures and requirements, which Kathryn must observe.

Board induction

Our non-executive directors are offered a comprehensive and
tailored induction programme to introduce them to the business,
industry and regulatory context. The prograrmme is based on one-
to-one meetings with the executive directors and executive
committee mernbers, the heads of group functions and the
company secretary and covers the areas of business outlined
below.

Business review

Strategic direction and priorities

Business strategy and market analysis

Risk appetite, principal risks and risk management framework
Operations

Performance and market positioning

- Review of financial and market performance

Recent analyst and media coverage

Budget review

Analysis of shareholder base and investor perception
Shareholder engagement

Regulatory environment
— Overview of the group’s key compliance and regulatory policies
— Recent changes in regulatory landscape and impact of
upcoming regulatory developments
— Hot topics and key priorities
People, culture and values
— Discussion of key business principles and the firm's culture
— Key people and succession plans
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Board procedures and governance framework
— Board structure, processes and relationships
— Board interaction with key business areas

— Overview of listed company cbligations, reporting and
govemance framework

— Directors' duties and responsibilities

Board development

The firm is cornmitted to the training and development of all staff
to ensure professional standards are maintained and enhanced. All
directors are encouraged to update their skills and any training
needs are assessed as part of the board evaluation process. Their
knowledge and the non-executive directors' farniliarity with the
firm is facilitated by access to senior managerment and visits to
tearns in London and offices across the country. The company
secretary assists with professional developmerit requirements of
the board. In-addition, the board receives mandatory anrnual
training on the following areas:

— CASS

— SEC obligations

— ICAAPand ILAAP

During the year, the board received presentations on the impact
of the General Data Protection Regulation (GDPR) and MiFID I
(Markets in Financial Instruments Directive) on the firm, including
the associated change programmes that will be involved. Finally,
committee members also receive regular updates on technical
developments at scheduled meetings.

IUBLLIBACY

Governance of the company

In relation to compliance with the Code, this report, together

with the directors' report, states the position at 21 February 2018.
The Code was updated in April 2016 by the FRC and applies to the
company’s 2017 financial year. The directors have considered the
contents and recommendations of the Code and confirm that
throughout the year the company has applied the main principles
and complied with the provisions of the Code.

Board diversity policy

Diversity, including professional and ethnic diversity, is a key
factor when assessing the board’s composition. It ensures there is
the correct balance of skills, experience and expertise amongst
non-executive directors to lead decision-making and assess the
performance and strategy of the company.

Theboard has adopted aboard diversity policy to ensure transparency
and diversity in making appointments to theboard on the
recommendation of the nomination comnmittee This policy expresses
our commitment to the prindple of non-discrimination and tothe
promotion of fair participation and equality of opportunity for all

The gender balance of the board is also taken into consideration
when recruiting a new non-executive director. This is reflected by
the current composition of the board.
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Corporate governance report continued

Board and board commiittee evaluation

The board's effectiveness, composition and operation are
reviewed and assessed on an annual basis. Every three years, the
evaluation is undertaken externally. Accordingly, in 2017,
Independent Audit Limited were selected to evaluate the board.
Independent Audit have no connection to the firm.

This evaluation involved observing a board meeting reviewing
board papers and conducting interviews with all board members,
members of the executive committee who attend board meetings
and the company secretary. The review covered a number of
topics, induding succession planning board operations and
dynamics, governance and composition. The evaluation also
looked at the board committees and how they operated.

The review concluded that all directors enjoy serving on the board
and are proud to be associated with Rathbones. The review
identified a number of strengths but also areas for further
improvement. All the interviewees described the very high degree
of integrity shared by all directors, matched by a strong
commitrment to Rathbones and a universal desire to see it fiourish.
The key themes identified in the report were as follows.

Strengths of the board

— Board dynamics: the board is not only functioning well but also
has the capacity and will to improve. Interactions have a
balance between efficiency and amicability, although there is
still a need to work on building a more collegiate atmosphere
and sense of common purpose

— Risk control: there have been significant improvements in this
area in recent years. It was widely felt that risks are correctly
identified and that mechanisms for controlling and mitigating
them are effective

— Internal audit: praise for the way audit issues are managed at
board level

— Board committees: the board committees were found to be
operating effectively and were well run. There was timely and
effective reporting to the board

Areas for improvement

— Communication: communication from top management could
be improved. This is an area where relatively minor changes
could deliver significant improvement

— Succession planning: the board should have clearer timelines
generally and greater visibility of the executive succession
planning process, including increasing the non-executive
exposure to senior management below executive
committee level

— Board diversity: a need to review the composition of the board
to ensure that diversity in its broadest sense (age, outlook, skills
and ethnicity)is considered '
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Overall, the conclusion from the board evaluation and appraisal
process was positive, with all directors contributing actively to the
effective performance of the board and the board committees of
which he or she is a member. The new non-executive director had
settled in well and felt le had received a comprehensive and
useful induction. The review confirmed the strengths that had
been identified in 2014 and identified a number of areas of focus
for further improvement The board is committed to making
improvements in these areas.

In addition to the board evaluation process, the senior
independent director led a separate performance review in
respect of the chairman, which involved a review with the
non-executive directors, excluding the chairman, and a separate
consultation with the chief executive. The senior independent
director subsequently provided feedback to the chairman on
his appraisal, which confirmed his effectiveness.

Succession planning

The nomination: committee is responsible for both executive and
non-executive director succession planning and recommends
new appointments to the board. When making board
appointments, the board seeks to ensure that there is a diverse
range of skills, backgrounds and experience, including relevant
industry experience. Further information is included in the
nomination committee report.

Board committees

Details of the work of the principal board committees are set outin
the separate reports for each committee, which follow this report.

Accountability

The statement of directors’ responsibility for preparing the annual
report and accounts is set out at the end of this governance
section. Within this, the directors have included a statement that
the annual report and accounts present a fair, balanced and
understandable assessment of the group's position and prospects.
To help the board discharge its responsibilities in this area, the
board consulted the audit committee, which advised on the key
considerations to comply with best practice and the Code’s.
requiremnents. Following the committee’s advice, the board
considered and concluded that:

— thebusiness model and strategy were clearly described
— theassessment of performance was balanced

— thelanguage used was concise, with good linkages to different
parts of the document

an appropriate forward-looking orientation had been adopted.

The directors' report on viability and the going concermn basis-of
accounting which the directors have determined to be
appropriate, can be found in the strategic report, which also
desaribes the group’s performance during the year.
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Risk management

In accordance with the Code, the board is required to monitor the
firm’s risk management and internal controls systems on an
ongoing basis. They carry out a review of their effectiveness and
report on this review to shareholders. Details of the company’s
ongoing process for identifying assessing and managing the
principal risks faced by the firm are contained in the risk
management section on pages 21 to 27, together with details of
those principal risks and their related mitigating factors. Whilst the
board retains overall responsibility for the firm's risk management
and internal controls systems, it has delegated oversight to the
audit and risk comrmittees.

The group's financial controls framework is designed to provide
assurance that proper accounting records are adequately
maintained and that financial information used within the business
and for external publication is reliable and free from rmaterial
misstatement, thereby safeguarding the company’s assets.

The board receives regular reports from the chairman of the risk
committee and chief risk officer on the key risks facing the firm
that may impact on operational and financial objectives. This
assessment is completed together with assurance that the level
of risk retained is consistent with and is being managed in
accordance with the board's risk appetite. These reports include
current and forward-looking assessments of capital and liquidity
adequacy and a summary Yisk dashboard' is presented.

Also, during the year, the board reviewed and approved the

operational risk assessment process for the 2017 ICAAP docurnent,

which includes a capital assessment of financial, conduct and
operational risks.

The board assesses the effectiveness of the firm’s intermal controls
on an annual basis and a report is provided for consideration.
Thereport is considered one element of the overall assurance
processes, and other references for board consideration include
reports emanating from first line of defence and second line of
defence assurarice teams, including group compliance, anti-
money laundering (AML), as well as the investment risk team and
information security.

A one-year risk-based approach drives internal audit coverage and,
over the course of the year, review work by the function covers all
material controls across the firm including compliance, operations
and financial. The observations arising from this work form the
basis for the annual internal audit opinion.

Following these reviews, the board concluded that the firm's
risk management processes were effective and there were
no significant weaknesses or failings in the system of
internal controls.
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Relations with shareholders

The board is committed to proactive and constructive
engagement with the firm’s investors and is keen to developits
understanding of shareholder views.

Effective communication with investors and analysts regarding
the firm's strategy and performance is held through regular
meetings and roadshows by the chief executive and finance
director. The board receives and discusses shareholder and
analyst feedback at each board meeting The chairman and
non-executive directors are also available to meet with investors
atthe AGM.

Investor relations activity in 2017 included the following:

— 2016 year-end results: UK investor roadshow and analyst
presentations

— Qi trading update: analyst call
— Annual general meeting: all directors available for questions

— 2017 interim results: UK investor roadshow and analyst
presentations.

On the initiative of the chairman of the remuneration committee,
shareholder consultation letters were issued to our 15 largest
shareholders on our proposed new remuneration policy and
meetings held with those interested to discuss the proposed
changes. We will also continue to engage with ISS (Institutional
Shareholder Services) and the Institutional Voting Information
Service (IVIS) of the Investment Association and Pensions &
Investment Research Consultants Ltd (PIRC) before the AGM.

During 2017, the key areas which the chief executive and finance
director have discussed with investors included:

— progress on strategic initiatives

— the proposed merger with Smith & Williamson

— industry trends including consolidation and the increased use
of technology

— upcoming changes to regulation including MiFID I, the FCA
Asset Management Review and GDPR

— thedosure of our defined benefit pension schernes

— the London office move to Finsbury Circus and progress on
theletting of our Curzon Street prermises.

Shareholder meetings

We welcome shareholders to our AGM in May each year. At every
AGM, our shareholders are given an overview of the progress of
the business and outlook for the year. This is followed by the
opportunity for shareholders to ask questions about the
resolutions before the meeting and about the business more
generally. We look forward to meeting shareholders and providing
a further business update at our 2018 AGM in May this year.
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Group risk committee report

Membership and attendance

Oirector Meetings attended (eligible to attend)
K A Matthews (chairman) 4(4)
JWDean 4(4)
SF Gentleman 4(4)
JN Pettigrew! 2(3)
Former director

D T D Harrel? 1(1)

1 Jim Pett'wéw joined the committee on 6 March 2017
2. David Harrel retired from the committee on 10 May 2017

Roles and responsibilities

Thekey activities of the committee are to provide oversight
on the firm’s risk appetite and framework. To do this we:

— Review reports from the risk team on risk appetite
issues including any early waming signals and advise
theboard accordingly

— Discuss any loss events and near misses, the lessons
leamned and management action taken

— Review end-to-end process risk assessments undertaken
and any resulting internal control enhancements

— Advise the board on the risk aspects of proposed major
strategic change

— Review risk weightings on performance objectives for
executive remuneration

— Review (prior to board approval) key regulatory
submissions including the Group Internal Capital
Adequacy Assessment Process (ICAAP) docurnent

Full terms of reference for the committee are reviewed

annually and are available on the company’s websity
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Group risk committee chairman's
annual statement

The group risk committee plays a vital part in helping support the
firm's governance structure and the ongoing monitoring of the
firm’s risk management framework

During the year, the economnic challenges and heavy regulatory
agenda, coupled with firm-specific risks, have kept the committee
fully occupied There have been ongoing enhancernents to our risk
management and risk appetite frameworks and we are satisfied that
we have the skills and talent across the group to meet the challenges
and opportunities that lie ahead.

The committee apportions its time between the planned periodic
review of key risks and the close scrutiny of topical business risks
as they develop. This approach allows us to ensure that emerging
risks can be identified and debated. Details.of management risk.
mitigation plans are well understood and appropriate resource is
provided. The committee saw further improvement in the quality
of the management information that it receives.

During the year, I met with the Prudential Regulatory Authority
(PRA) to keep them apprised of our key risks and mitigating
factors and the impact of the regulatory agenda on the firm.

Committee meetings

Our current mermbers are the independent non-executive
directors, who met on four occasions in 2017 (2016: four), Jim
Pettigrew was appointed to the committee following David
Harrel's retirement as a director in May 2017.

In addition to the members of the committee, standing invitations
are extended to the chairrnan, the executive directors, the chief
risk officer and the head of internal audit. All attend committee
meetings as a matter of course and inforrn the committee’s
discussions. Other executive committee members and risk team
members are invited to attend the committee from time-to-time
as required to present and advise on reports commissioned.

Iregularly meet with the chief risk officer and her risk teamm in a
combination of formal and inforrnal sessions and with senior
management across all divisions of the group to discuss the
business environment and to gather their views of emerging risks.

The committee has an agreed annual standing agenda to cover
key risk events in the year and are required to be addressed in
accordance with the terms of reference. Prior to each meeting I
agree the agenda with the chief risk officer and the company
secretary to identify key issues impacting on the firm that may
require the committee’s attention.

At each meeting, the committee reviews and considers the risk
and compliance dashboards, which highlight changes in key risks
impacting on the firn. These dashboards are designed to enable
the committee to monitor and focus on ongoing or emerging risks.
In addition, the commiittee receives reports and presentations on
compliance and anti-money laundering matters, including any
regulatory changes impacting on the firm.
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Finally. the committee conducted ‘deep dive' reviews on key risks
such as the General Data Protection Regulation (GDPR), internal
investment processes and the Internal Liquidity Adequacy
Assessment Process (ILAAP).

Committee effectiveness

A formal and rigorous evaluation of the committee’s effectiveness
was undertaken during the year as part of the external board
effectiveness review. The review found that the committee
operated well and ensured that the firm'’s risks were sufficiently
analysed during the year.

In addition, the committee is satisfied that it has access to
sufficient resource to enable it to carry out its duties and continue
to perform effectively.

Committee activity in 2017

Further enhancements were made to the group's risk management
framework in 2017, including the continued evolution of the three
lines of defence’ model to ensure that it remains aligned to industry
and regulatory standards. The committee also reviewed the risk
assessment on the firm's various strategic initiatives.

Anumber of areas of operational risk were stressed as part of

the annual ICAAP. Following robust debate and challenge, the
comnmittee and board were satisfied that the group’s business
model and allocated risk appetite remained appropriate. This is an
important outcome given the nurnber of change management
programmes underway across the group, and in our regular
meetings there is specific focus on the progress of key projects
and initiatives.

The list below summarises the key issues that the committee
considered at each of its meetings during the year in addition to
standing reports from each control function.

February 2017

— Review of investment risk report

— Annualreview of the firm's risk appetite

— Review of the compliance report

— Approval of ICAAP operational risk factors

~ - Approval of the firm’s risk assessment plan
— Review of risk register and emerging risks
June 2017

— Approval of ICAAP and reverse stress testing
— Approval of ILAAP and liquidity contingency plan
— Approval of recovery and resolution plan

— Review of the firn's culture dashboard

— Review of risk profile for business continuity

— Approval of the money laundering reporting officer's (MLRO)
annual report

— Review of risk register and emerging risks
— Review of termns of reference

rathbonescom

September 2017
- Assessment of key risks of GDPR and investment process

— Review of risk register and emerging risks

December 2017

— Approval of risk management policy statement

— Review of rernuneration policy and associated risks with
executive remuneration

— Review of risk register and emerging risks

— Approval of 2018 ICAAP.and ILAAP stress testing proposals

Looking ahead to 2018

In reviewing the committee’s priorities for the corning year,
consideration will be given to the following areas:

— Preparation and continued risk assessment of recent and
upcoming regulatory changes such as GDPR

- Effective risk management framework for external and intemal
emerging risks

— Continued assessment of the firm’s risk culture against its
core values

— Risk assessment on the impact of technology, Know Your
Client (KYC) and suitability requirernents.

Weare committed to the continuing development of our
approach to risk management across the three lines of defence.
In the first line, we expect to see delivery of a number of projects
currently underway that should strengthen further the
sustainability of good client outcomes. We have recently agreed
several additional resources, which will be used to strengthen the
second line teams in anticipation of the likely demands arising
from the current change agenda.

We also see further convergence between culture, risk and
compensation as the risk culture approach in the firm is
developed and revised compensation schemes are implemented.
The group risk committee and remuneration committee will
continue to work in cooperation to ensure that risk behaviours
and the managerment of risk issues over the course of the financial
year are appropriately reflected in decisions taken about
performance and reward.

Full details of our risk management framework are included in the
strategic report on pages 21to0 27.

Kathryn Matthews
Chairman of the group risk committee

21 February 2018
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Audit committee report

Membership and attendance

Director Meetings attended (ellgible to attend)

J W Dean (chairman) 6(6)
SF Gentleman 6(6)

K A Matthews 6(6)
JN Pettigrew! 4(5)
Former director

DT DHarrel? 4{4) _

1. Jim Pettigrew joined the committee on 6 March 2017
2. David Harrel retired from the committee on 10 May 2017

Roles and responsibilities
Thekey activities of the committee are as follows:

— Provide oversight of the firm's financial performance
and reporting announcement of results and significant

judgements areas

— Review the firmn's whistleblowing arrangements and
ensuring appropriate and independent investigations

onmatters

— Review the firm's internal controls and effectiveness of

the internal audit function
— Oversee the appointment, performance and

remuneration of the external auditor, including the

provision of non-audit services to the firm

Full terms of reference for the committee are reviewed
annually and are available on the company’s website.

/
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Audit committee chairman's
annual statement

The audit committee's key role is to ensure there is confidence in
the integrity of our processes and procedures as they relate to
internal financial controls and corporate reporting. The board relies
on the committee to review financial reporting and to appoint and
oversee the work of the internal and external auditors,

During 2017, the external environment and market conditions
impacted Rathbones, which led to another busy year for the audit
committee. The committee has considered a wide range of topics
with a focus on the following areas:

— analysis of the firrn’s financial reporting with particular
consideration of accounting judgments taken during the
preparation of the financial statements

— review of the firm’s client assets sourcebook (CASS) audit and
subrnissions

— impact of the reporting standards relating to IFRS 9 Financial
Instruments’, [FRS 15 'Revenue from Contracts with
Customers' and [FRS 16 Teases’.

In addition, the Financial Reporting Council (FRC) informed the
company that it had reviewed the presentation of investment
performance in the annual report for the year ended 31 December
2016. The FRC stated that the disclosure on investment
performance metrics for asset managers should be expanded to
provide additional information on the quartile rankings for fund
performance. The firrn submitted a response to the FRC, which
included the information requested and consideration of potential
disclosure in the future. The FRC confirmed in October 2017 that
this matter was closed
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Committee meetings
Our current members are the independent non-executive
directors who met on six occasions in 2017 (2016: six).

The board is safisfied that at léast one member of the committee
has recent and relevant financial experience. I am a chartered
accountant while the other committee members have extensive
experience of financial matters and of the financial services industry.

In addition to the members of the committee, standing invitations

are extended to the chairman, executive directors, chief risk officer,

head of internal audit, financial controller, the external audit
partner and manager. Other executives and external advisers are
invited to attend the committee from time-to-time as required to
present and advise on reports commissioned.

During the year, | have regular meetings with the finance director,
head of intemnal audit and the external audit partner to discuss key
audit-related topics ahead of each meeting,

Following the publication of the 2016 UK Corporate Governance
Code (the Code’) and revised FRC Guidance for Audit Committees,
the committee's terms of reference were updated. The changes
formalise the committee’s oversight of internal and external
audit arrangements.

The committee has an agreed annual standing agenda to ensure
key areas are covered during the year, which it is required to
address under its terrns of reference. Prior to each meeting, I agree
the agenda with the finance director and the company secretary.

Committee effectiveness

A formal and rigorous evaluation of the committee’s effectiveness
was undertaken during the year as part of the external board
effectiveness review. The review found that the committee was
well run and performed at a high standard. For further
information, please refer to the corporate governance report.

rathbonescom
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Audit committee report continued

Committee activity in 2017

Below is a summary of the key issues that the committee
considered at each of its meetings during the year.

January 2017

Review of the report and accounts

Review of key judgements for the annual report

Assessmment of going concern and the viability statement
Review of 2016 internal audit plan and 2017 internal audit cycle

February 2017

Annual review of audit fees.
Approval of the report and accounts

Assessment of the report being fair, balanced and
understandable

Review of the firm's distributable reserves and dividend policy
for2017

Year end external audit report and audit opinion
Review and approval of representation letter
Review of external auditor's letter of independence
Review and approval of the firm's CASS submission

May 2017

Annual review of external audit firm processes
Review and approval of the Q1 interim management statement

Review and approval of the external auditor’s letter of
engagement and audit fee

Review of internal audit plan for 2017 and completed
assessments across the firm

Annual review of the whistleblowing reports for 2016

July 2017 :

Approval of half year report for 2017

Assessment of the firm's statement of going concem
External auditor's half year review

Review and approval of representation letter
Review of external auditor’s letter of independence
Proposed audit plan for the year end

Review of non-audit services fees for the year

Review of internal audit plan for 2017 and completed
assessments across the firm

Approval of comrnittee’s terms of reference

October 2017

Review and approval of the Q3 interim management
statement

Review of internal audit plan for 2017 and completed
assessments across the firm

Review planning of internal audit plan for 2018
Approval of the firm’s non-audit service policy

December 2017

Review of key judgements and provisioning for the year end
Review of audit and non-audit fees for the year

Assessment of reporting standard changesrelating to [FRS 9,15
and 16

Review of internal audit plan for 2017 and approval of the 2018
intemnal audit plan
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Financial reporting
Accounting judgements

As part of the committee’s role of monitoring the integrity of the
firm's financial information contained in the interim and annual
financial statements, a review of key accounting judgements and
policies that were adopted by management was conducted and
assessed. Following discussion with management and the
external auditors, the comrmittee concluded that these
judgements were appropriate and proportionate for the firm.
Details of these key significant judgemnents can be found in note 2
of the financial staternents on page 126.

Fair, balanced and understandable statement

The committee considered whether the interim statement and
report and accounts were fair, balanced and understandable and
provided the information necessary for shareholders to assess the
firm's performance, business model and strategy. The comrmittee
reviewed the interim and annual financial staterents in
conjunction with the narrative sections of the reports to ensure
that there was consistency in the information reported, that
appropriate weight had been given toboth positive and negative
aspects of business performance and that key messages had been
presented coherently. The committee concluded that, taken as a
whole, the interim statement and the annual report and accounts
were fair, balanced and understandable.

Viability and going concemn

The committee considered the requirements contained in the
Code regarding the company’s viability statement, including the
proposed three-year assessment period. After significant
discussion, and having considered the firm's current position and
impact of potential risks, the committee concluded that the three-
year assessment period continued to be appropriate and
recommended the draft viability statement (as set out on page 28)
to the board for approval. The committee also reviewed the going
concern disclosure (as set out on page 105) and concluded that the
firm had adequate resources to continue in operational existence
for the foreseeable future and confirmed to the board that it was
appropriate for the firm's financial statements to be prepared on a
going concern basis.

The carrying value of assets

We reviewed the methodology for valuing assets wherea
significant amount of judgement is required, including intangible
assets, particularly goodwill and client relationships.

rathbones.com

The valuation of defined benefit pension obligations

Wereviewed the key assumptions supporting the valuation of
defined benefit pension cbligations, particularly salary increases,
investment returns, inflation and the discount rate, which are
disclosed in note 27to the financial staternents. We reviewed the
professional advice taken by the company and discussed the
assumptions used by us and by other companies with the
external auditors. We satisfied ourselves that the assumptions
used werereasonable.

Provisions and contingent liabilities

The committee discussed provisions totalling £23.7 million,
which have been summarised in note 25 to the financial
statemnents. The main areas of provisions relate to the recognition
of the onerous lease relating to 1 Curzon Street, deferred payment
for acquired business and property dilapidation liabilities.

New accounting standards

During the year, the committee reviewed three new accounting

standards that will be implemented over the next two years

and will impact on the financial statements as they will have a

numbser of transitional arrangements. The committee looked at

the following:

i) IFRS9
Following a review of this standard intemally and having
received external advice, the committee ensured that the firm's
accounting policies and working models were updated toreflect
the changes from this standard. It was noted that no material
changes to the financial statements are anticipated as result of
adopting this new standard.

i) IFRS 15
Areview was conducted on the impact of this standard and the
manner in which the firm is required to capitalise earn out
payments. Following an extensive review of our contracts, it was
determined that the net impact of this standard would resultin a
£8 million adjustment to the opening equity position and is
disclosed in the financial statements.

i) [FRS 16
Areview of the firm’s future lease payments was conducted
during the year to establish the potential financial liability that
will need to be recognised on the balance sheet. The firm's most
significant property lease contracts were examined and may
lead to the firm being required to hold additional capital from
the inception of the standard from (1 January 2019).

For further information, please refer to note 13 to the financial
statemnents on page 118.
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Audit committee report continued

Internal audit

Internal audit plan :

The 2017intemal audit plan was approved by the committee
ahead of the start of the year with a greater focus on thematic
work The internal audit plan is subject to an annual risk-based
appraisal In setting audit scope, the intemal audit function will
take into account business strategy and form an independent
view of whether the key risks to the organisation have been
identified, including emerging and systematic risks, and assess
how effectively these risks are being managed. The status of
scheduled work, and the follow-up of agreed actions arising from
reviews is reviewed at each meeting to ensure that agreed
recormmendations are acted upon promptly and regularly
reported to the committee,

At each meeting the committee reviewed the internal audit
reports presented by the head of internal audit and monitored
progress against the 2017 plan. In response to feedback from the
comrnittee, a number of changes were made to the format of the
committee report to strengthen the focus on any significant issues
identified in the audits and highlight any overdue items. Whilst no
significarit weaknesses were identified in any of the internal audit
reports, a number of improvements to certain processes and
controls were implemented in response to the recommendations
put forward.

Internal audit function

Theinternal audit function is an independent, objective assurance
actvity designed to add value and improve the organisation’s
operations by bringing a systematic, disciplined approach to
evaluating and improving the effectiveness of risk management,
control and governance processes. The internal audit functionis
the third line of defence within the controls framework, providing
independent assurance to both senior management and the audit
committee, and reporting to the chairman of the audit committee.
Deloitte LLP were engaged on 1 July 2015 as a co-source partner
supplementing the in-house team. Deloitte’s significant resource
and knowledge base means they are able to provide specialist
assistance supporting the annual intemal audit planning process,
as well as technical input into individual audit reviews. A
combined assurarice map has been developed, linking significant
risks to first line controls, second line monitoring and oversight
and internal audit work.

The committee reviewed the effectiveness of the internal audit
function during the year to assess whether the function continued
tomeet key stakeholder objectives. The outcome of this review
indicated that the internal audit function continued to be effective,
operating in line with professional standards and well supported
by Deloitte.

As well as meetings with management, ] have regular meetings
on a one-to-one basis with the head of intemal audit before audit
committee meetings to ensure that any concems can be raised
in confidence.
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External audit

Audit work 2017

KPMG present their audit plan to the comrmittee for review each
year. The committee reviewed and challenged reports from
KPMG, which outlined their risk assessments and audit plans for
2017 (including their proposed materiality level for the
performance of the annual audit), the status of their audit work
and issues arising from it. Particular focus was given to their testing
of internal controls, their work on the key judgement areas and
possible audit adjustments. We can confirm that there are no such
material items remaining unadjusted in the financial statements.

External audit effectiveness and reappointment

We place great importance on the quality, effectiveness and
independence of the external audit process. In order to review the
external audit process, including the performance of the external
auditors, feedback is gathered from both committee members and
management. This process was undertaken by internal audit. We
alsoreviewed the annual FRC Audit Quality Inspection report
prepared on our external auditor and discussed this report with
the audit partner. The assessment of the auditor's effectiveness
forms part of our annual consideration of whether the auditor
should be recommended to the board for reappointmment. We
continue to believe that KPMG LLP are performing effectively and
their reappointment will be recommended to shareholders at the
2018 annual general meeting (AGM). There are no contractual or
similar obligations restricting the firm's choice of external auditors.

External audit review

The committee is responsible for reviewing external audit
arrangements and for any recommendation to the board
regarding change of audit firm. This includes consideration of

the external auditor's period in office, their compensation and the
scope, quality and cost-effectiveness of their work. The last audit
services contract tender process was undertaken in June 2008,
which led to the appointment of KPMG in 2009. We plan to
undertake an audit services contract tender process and planning
will commence during 2018. The committee is satisfied that the
company has complied, during the financial year under review
and up to the date of this report, with the provisions of the
Statutory Audit Services for Large Cornpanies Market
Investigation (Mandatory Use of Competitor Tender Processes
and Audit Committee Responsibilities) Order 2014.

Auditor independence and non-audit services

Wediscussed the independence of the external auditor, the
nature of non-audit services supplied by thern and non-audit fee
levelsrelative to the audit fee. As a result of the EU Audit Directive
and Audit Regulations, the non-audit services policy was updated
and approved. The revised policy includes prohibited services
and sets a fee guide that aims to achieve a target cap of 70% of
the statutory audit fee in any year by 2019. The committee’s

prior approval is only required where the fee for an individual
non-audit service is expected to exceed £50,000, and it is on the
list of pre-approved services.
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Non-audit fees, excluding services required by national legislation,

payable to the auditor in 2017 were £274,000. This represents.71% .

of the three-year average statutory audit fee of £385,000. Other
non-audit work undertaken by the auditor in 2017 was largely in
relation to the potential corporate transaction, pensions advisory
work and the annual ISAE3402 internal controls report. We
recognise that, given KPMG's knowledge of the business, there are
often advantages in using the external auditor to provide certain
non-audit services and we are satisfied that their independence

_ has not been impaired by providing these services. This was the
case in respect of the work relating to the proposed corporate
transaction during the year, which resulted in fees slightly
exceeding the 70% target cap on non-audit services.

Prior to undertaking any non-audit service, KPMG LLP also
completes its own independence confirmation processes,
which are approved by the engagement partner. To provide the
committee with oversight in this areg, it submits six-monthly
reports on the non-audit services it has provided.

Following a formal assessment of the external auditor’s
independence and objectivity, the committee concluded that
KPMG continued to be independent and objective.

We agreed the external auditor's fees (which are shown in note 7
to the financial statements) and reviewed the audit engagerment
letter. We also had discussions with the external auditor with no
management present to provide an opportunity for any concems
tobe raised and discussed.

Whistleblowing policy

We annually review the firm's whistleblowing policy, approve any
changes to the document and receive details of any reports made.

As well as meetings with management, | have regular meetings
on a one-to-one basis with the head of internal audit before audit
committee meetings to ensure that any concemns can be raised
in confidence.
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Overview of priorities for 2018

As well as considering the standing items of business, the
committee will also focus on the following areas during 2018:

— Initiation of the external audit tender process
— Assessment and implementation of new accounting standards

Inlight of its work, the comrmittee was content with the

effectiveness of the group’s processes governing financial and
regulatory reporting and controls, its ethical standards and its _
relationships with regulators.

Approval

This report, in its entirety, has been approved by the commiittee
and the board of directors and signed on its behalf by:

3JUBURAGYH

James Dean
Chairman of the audit comrnittee

21 February 2018
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Nomination committee report

Membership and attendance

Director Meelings attended (eligible to attend)
Mark Nicholls (chairman) : 3(3)
SF Gentleman 3(3)
JW Dean 3(3)
KK A Matthews 3(3)
JN Pettigrew 3(3)

Former directors

DT D Harrel . 1(1)

Roles and responsibilities
The responsibilities of the committee include reviewing the

composition (including the skills, knowledge, experienceand

diversity) of the board and making recommendations to the
board for the appointment of directors. The board as a whole
then decides on any such appointment.

The comrmittee also has wider responsibilities for succession
planning and the leadership needs of the organisation, both

executive and non-executive, to ensure the continued ability

of the firm toimplement its strategy and compete effectively
inthe marketplace.

Full terms of reference for the committee are reviewed
annually and are available on the company’s website.

/

Nomination committee chairman's
annual statement

The nomination committee’s primary focus this year has been on
succession planning for the board and executive tearn.

In April 2017, the committee agreed to recommend to the board that
Jirn Pettigrew be appointed senior independent director following the
annual general meeting (AGM). In the following months, a number of
informal discussions were held about the appropriate composition of
theboard in the event of a metger with Smith & Williamson.
Following termination of these merger discussions, the committee
approved the appointment of Independent Audit Limited to carry
out an external board effectiveness review. This generally positive
review was discussed at the November nomination cornrmittee
meeting prior to being presented to the board in December.

A draft skills matrix was presented to the committee in November
in the context of a wider discussion about strategy and succession
planning. As Kathryn Matthews, chairman of the group risk
committee, will be close to the end of her nine year tenure as a
director by the end of 2018, a job description for an experienced
replacement non-executive director was approved in November
and an independent search consultant, Zygos (now part of Russell
Reynolds), was chosen to undertake the search. It was agreed that
a second non-executive appointment would be made if an
appropriate candidate is identified.

During 2017, a number of discussions have taken place in the
committee about identifying and developing future leaders
within the firm. There has historically been a reluctance among
nvesttment managers to take on management responsibilities.
The firm is addressing this by developing a broader management

_structure within investment managerment together, with a

remuneration structure that encourages investment managers
to take on management responsibilities.

Succession planning and talent development

As mentioned above, a key responsibility of the committee is to
ensure that the board maintains a balance of skills, knowledge and
experience appropriate to the operation of the business and
required to deliver the strategy. During 2017, the committee
reviewed the composition of the board and considered (a) the core
skills and experience of each director, (b) the independence of
each director and (c) the diversity, including age and gender, of the
board as a whole. This was used to develop a skills matrix which
will underpin the evolution of the board.

Following this review the committee was satisfied that the board
continues to have an appropriate mix of skills, knowledge and
experience to operate effectively. In addition to their professional
skills, the directors have collectively many years of experience
gained in a wide range of businesses and excellent track records in
arange of sectors. During this process, the committee assessed
areas which require further development or skills and experience
that could be addressed through the recruitrnent of a new non-
executive director.
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The committee also takes a keen interest in executive succession
plans, which include executive directors, the group executive
comrnittee members and management roles across the business.
Potential successors have been identified for many senior
management positions and non-executive directors have met
key individuals as part of normal board interactions and their
Visits to-various teams in London and offices across the country.
The comrmittee continues to receive reports on the talent pipeline
which identifies high-calibre individuals with management
potential The committee acknowledges that, in a company the
size of Rathbones, there may not always be successors for every
senior role. The committee will continue to focus on this issue

as akey part of itsrernit.

Independence and conflicts of interest

It is of the utmost importance that the board of a financial services
firm has high-quality, experienced non-executive directors with
the skills and integrity to undertake senior management roles.

At Rathbones, we are fortunate to have such non-executives.

I maintain a dialogue with each of them on potential conflicts of
interest and time commitrents. I am quite satisfied that in each
case potential conflicts of interest are likely to be rare and will be
handled appropriately by the individual concemed. I have also
been impressed by the whole-hearted commitment of all our non-
executive colleagues to Rathbones during a year in which they
were often called upon to attend non-scheduled or inforrnal
meetings at short notice.

All non-executive directors will be standing for re-election at the
2018 AGM.

rathbones.com

Board diversity

The board recognises the importance of diversity and thatitisa
wider issue than gender, We believe that members of the board
should collectively possess a diverse range of skills, expertise,
industry knowledge, business and other experience necessary for
the effective oversight of the group. The nomination committee
considers diversity as one of many factors when recommending

-new appointments to the board. For further information on our

approach to diversity, please refer to the corporate responsibility
report on pages 43to 56.

Board effectiveness review

Full details of the process and outcome of this review are set out
onpage 66.

Looking forward

We will continue to keep under review a succession timetable
for both executives and non-executives. We will also monitor the
development of management talent below board level in light

of the Hampton Alexander review and encourage greater
diversity and challenge management to develop the talent that
exists in the fim.

Mark Nicholls ,
Chairman of the nomination committee

21 February 2018
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Group executive committee report

Membership and attendance

Director Meetings attended (eligible to attend)
P L Howell (chairman) 12(12)
RN K Baron 11(12)
MT Bolsover 11(12)
J AButcher 11(12)
| D Darnley 12(12)
AT Morris 11(12)
S Owen-Jones 11(12)
R1Smeeton 10(12)
R P Stockton 11(12)
MM Webb 12(12)
Roles and responsibilities

The committee has been delegated the full powers of the

- board subject to a list of matters which are reserved for
decision by the board. This list is reviewed annually and
approved by the board.

Full terms of reference for the commiittee are reviewed
annually and are available on the company’s website.
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Executive committee chairman'’s
annual statement

Please see the chief executive's review on pages 120 14.
Biographies for the executive committee members are available
on our website.

Committee meetings

We formally meet each month. These forrnal meetings are
minuted and copies of the minutes are sent to comumnittee
members and to the board. Ad hoc and informal meetings are held
asrequired.

Non-comrmittee members are regularly invited to attend part
of a meeting to report ona particular aspect of our business and
non-executive directors may also attend meetings.

The committee has an agreed annual standing agenda to cover
key areas in the year. Prior to each meeting 1 agree the agenda
with the company secretary.

What we have done

Our main focus is on the implementation of the agreed strategy
and on the day-to-day management of the group. We review
and discuss the annual business plan-and budget prior to

its submission to the board for approval. We discuss the
management and performance of the operating businesses
(including their results cornpared to the budget, risks and
regulatory compliance) and growth initiatives such as possible
acquisitions and new products and services.

Items of particular focus in 2017 were as follows:

— Implementation of the strategic initiatives relating to Rathbone
Financial Planning

— Development of intermediary distribution channel

— ThemovetonewLondon premises

— Implementation of an IT transformational programme

— Implementation of regulatory changes relating to the General
Data Protection Regulation (GDPR) and MiFID I (Markets in
Financial Instruments Directive)

— Review of investment processes and development of the
client journey

— Review and assessment of annual budget
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Our people are our main asset and so human resources (HR)
matters and learning and development are important agenda
itemns. The maintenance of, and improvement in, our core IT and
operations infrastructure are key to the continuing success of the
business and are subject to close scrutiny.

The chief risk officer reports on the work of the risk and
compliance tearns and updates us on risk and internal control
matters, as well as on industry developments. We receive updates
from intemnal audit on their work schedule and discuss any
significant issues they raise following their work. The head of
internal audit may attend any meeting. We also have oversight of
business units, banking matters, marketing social and
environmental matters, business continuity and investor relations.

Executive committee members
Our current members are below.

Philip Howell Paul Stockton

Chief Executive Finance Director

Rupert Baron Mike Bolsover

Head of Investment Head of Strategy and
Management in London Organisation Development
Andrew Morris * Sarah Owen-Jones

Head of Investment Chief Risk Officer
Management outside London

rathbonescom

Overview of priorities for 2018

As.well as considering the standing items of business, the
committee will also focus on the following areas during 2018:

— Delivery of our strategic growth projects

— Subet of our former Curzon Street premises

PhilipHowell :
Chairman of the executive committee

Implementation of planned enhancements to our investment
process

Implementation of our IT transformation prograrmme

Implementation of new regulatory regimes including MiFID II
and GDPR

Formulation of the next five-year strategic plan

IURUADY
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Andrew Butcher Ivo Damley

Chief Operating Officer Head of Specialist and Charity
. Business

Richard Smeeton Mike Webb

Head of Investment Chief Executive Unit Trusts

Management Special Projects and Head of Group Marketing

and Recruitment and Distribution
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Remuneration committee report

Membership and attendance

Director Meetings attended (eligible to attend)
S F Gentleman (chairman) ' 4(4)
JW Dean 4(4)
K A Matthews 4(4)
M P Nicholls 4(4)
JN Pettigrew? 3(3)
Former director )

DT D Harrel? . 2(2)

1. Jim Pettigrew joined the committee on 6 March 2017
2. David Harrel stepped down as chainman of the committee on 11 May 2017

Roles and responsibilities
The comrmittee’s responsibilities are

— Determine and set the firm's remuneration philosophy,
ensuring that it is aligned with the business plan and risk
appetite

~ — Approve the remuneration policy for executive directors
for final approval by shareholders and make
remunieration decisions within the policy

— Approve total annual remuneration for executive
directors based on achievermnents against objectives set
by the committee

— Review total annual remuneration for executive
committee members and material risk takers

Full terms of reference for the committee are reviewed
annually and are available on the company’s website.

_
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Remuneration committee chairman’s
annual statement

Onbehalf of the board, I arn pleased to present my first directors’
remuneration report as chairman, having been appointed
following the 2017 annual general meeting (AGM). I would like to
thank my predecessor, David Harrel, for his contribution to the
committee and support throughout my transition to this role.

2017 has been a busy year for the remuneration committee. In
addition to the comimittee’s usual activities, we have undertaken
an extensive review of the remuneration policy, which applies to
executive directors in order to ensure that it remains fit for
purpose, aligned to our business strategy and supportive of the
interests of shareholders and clients. We have also ensured that
the key principles of the remuneration policy are consistently
applied to executive committee members.

As part of this process, I had the opportunity to meet with a
number of our larger shareholders to discuss our proposed
revisions to our remuneration policy that will apply for the next
three years. I would personally like to thank them all for their
valuable and considered input into this process. Their feedback
has been very helpful in informing the committee’s view.

2017 performance and remuneration outcomes

Our remuneration framework is closely aligned with the financial
performance of the group, which has been strong in 2017 as
continued growth and robust investment markets helped funds
under management reach £391 billion at 31 Decemnber 2017. This
performance is reflected in the 17.6% growth in 2017 profit before
tax to £589 million and an underlying operating margin of 30.6%.

Consequently, these financial outcomes are directly reflected in
the respective elements of the Executive Incentive Plan (EIP),
which delivered above target performance in respect of three-year
return on capital employed (ROCE), annual profit before tax and
underlying operating rmargin. Due largely to the non-underlying
costs associated with the relocation of our London office,
threshold performance in respect of earnings per share (EPS) was
not achieved. Similarly, whilst the total net organic growth of our
Investrment Management and Unit Trusts businesses in 2017 was
52%, this was not enough to meet the 55% threshold.

Positive progress was made during the year on the non-financial
objectives which cover critical project performance, stakeholder
measures and client experience. We have set out in more detail
the EIP results for 2017 on page 95.
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A new remuneration policy for 2018

In line with our now established three-year cycle, anew
remuneration policy is being put forward to our shareholders
for approval at our AGM in May 2018, In setting this policy,
the priorities for the committee have been to ensure that
remuneration structures and performance measures:

support the future strategy of our business, reflecting the need
for investment at different times in the market cycle and the
opportunities for inorganic growth that may arise

align the reward received by our executive directors and the
experience and interests of our shareholders

continue to comply with regulations and industry best practice.
A summary of the proposed changes to our policy is set out below,

with further details presented on pages 86 and 87.

rathbones.com

1. There are no material changes to the EIP structure, but we have

N

increased thelevel of disclosure

We operate one single incentive plan for executive directors,
the EIP (which combines both short and long term metrics)
and recognise that it is atypical in the market We believe,
however, that it continues to work well in incentivising
positive business and financial performance and aligning the
interests of executive directors with our shareholders and
clients. We therefore propose to retain the EIP structure in its
current forrn.

The committee has, however, recognised that market
practice has moved on since the policy was last approved.
From a shareholder perspective, the key difference in our
approach when compared with a more traditional annual
bonus and long-term inceritive construct, is the additional
disclosure of long-term performance metrics that accompany
separate long-term incentive schemes. This year, therefore,
we will disclose, on a forward-looking basis, the long-term
performance ranges against which we will be assessing
performance. This airms to improve transparency for
shareholders as to the performance ranges that will apply to
the long-term elements of our plan. The long-term targets for
the 2018-2020 cycle are disclosed on page 87 of this report.

Increase the maximum opportunity under the EIP from 200%
to 300% of salary and retained holding restrictions

Our existing remuneration policy was introduced at a time
when there was significant regulatory uncertainty as to
whether smaller banks would be required to comply with
new bonus capping requirements introduced under the
Capital Requirements Directive.

In response to.this uncertainty, and anticipating that this
would be likely to become required practice across the sector,
amaximum 200% cap was included in our remuneration
policy (which was approved in advance of any clarification
from the regulator regarding its expectation). Our approach,
however, reserved the firm'’s position regarding fixed salaries
until the regulations becarne clearer.

The UK regulator has since confirmed that it does not expect
smaller banks, including Rathbones, to comply with this
capping requirement. In reviewing our remuneration policy,
the committee has concluded that this cap has reduced total
remuneration levels to an uncompetitive level when
compared to peers, who, as non-banks, did not (and were not
required to) apply the cap in a similar way.
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Remuneration committee report continued

The committee discussed at length the appropriateness of
increasing the maximum opportunity of the EIP in the

current environment, recognising the wider sensitivities and .

market focus on executive pay and the award quanturm at
this time. We placed considerable emphasis on the
importance to shareholders and stakeholders of ensuring
that the remuneration arrangements we have in place were

sufficiently competitive and appropriate both for current and:

any future executives.

In order to increase alignment with performance, it was
determined that any increase should be applied to the
incentive element of the plan (as.opposed to fixed pay). In
setting the quantum of the award, the committee observed
that the proposed package for the executive directors was
consistent with the lower quartile of our competitive market.
This reflected the committee's desire tobalance the need for
an award increase with any concerns on pay ratcheting
and/or excessive focus on benchmarking The committee
reaffirmed the current five-year holding and vesting
provisions associated with all deferred share awards to
ensure that executive director interests were aligned

for the longer term.

Recognising the wider sensitivities to increasing quantum,
the committee was very keen to test the proposal with
shareholders as part of a consultation process before
finalising its decision. The committee gained a high level of
confidence from this process as a significant majority of the
shareholders consulted (which covered 50% of our register)
understood the changes and were very supportive, noting
the context of current relatively modest salary levels and
lower leverage compared to other listed peers.

3. Increase in the weighting of performance metrics linked to both

the long-term and financial performance, whilst removing
personal objectives

In the consultation process, some shareholders did hightlight
a desire for a greater proportion of the EIP to bebased on
financial metrics only, to ensure that only a similar proportion
of the total EIP award as a percentage of base salary could be
eamed from the non-financial components. We have
accordingly amended the weightings of our performance
measures to reduce the non-financial weighting and have
removed the personal component altogether.

The personal objective element (20%) has been replaced with
a 5% increase in the strategic element, a 5% increase to the
short-term financial metrics and a 10% increase to the long-
term financial metrics. Overall, this meéans the EIP will be 80%
weighted towards financial metrics, of which 50% are
weighted to long-term. This, combined with the five-year
deferral and full restriction on share sales over this period,
means a significant portion of this plan is measured over
eight years. In removing the personal element, the committee
noted the tension between investors’ desire for less
subjectivity and the desire of UK regulators to align conduct
with remuneration.

Our policy requires that a minimurn of 70% of the EIP will

be based on financial perforrmance measures. This is to
ensure that the commiittee has maximum flexibility to
change the weightings of these different elements as
appropriate. This is important, recognising that we are
coming towards the end of our current five-year strategy
planning period and require an incentive structure which can
support any refinements of our strategy in 2019. We would
consult with shareholders before making any changes to the
weightings as they have been implemented for 2018.
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4. Other changes-
In order to align to best practice and the expectations of our
shareholders, the current shareholding requirements applied
to our executive directors will increase to 200% from the
current 100% of base salary. In addition, new post-cessation
holding requirements will also apply, requiring our executive
directors to continué to meet the shareholding requirements
in full for at least one year post-cessation, and to continue to
meet 50% of the shareholding requirernents for the second
year post-cessation.

In light of other changes, the comrmittee felt it appropriate to
reduce the maximum policy level of pension contributions
for the executive directors from 14% of base salary to 12%.
This change aligns more closely to the maximum level of

pension contributions of the majority of our wider workforce.

Our new remuneration policy will have immediate effect,
subject to approval from our shareholders.

Further detail on the new remuneration policy and more
detail on these changes can be found on pages 86 and 91,
respectively.

rathbones.com

Fees and salaries

The 2018 budget for salary increases across the company is set at
around 35%. In setting directors’ remuneration, the committee
takes into account the pay and employment conditions of all our
employees, the performance of the firm and the views of
shareholders and their representatives. Remuneration
arrangements at other firms of similar size and complexity are also
reviewed for guidance. The committee will continue touse a
nurnber of reference points to determine future pay structure,
quantum and peer group positioning for executive directors and
members of the executive cornmittee.

Conclusion

T hope that you find the information in this letter and sections

of the directors remuneration report clear and useful. The
remuneration landscape continues to be the subject of many
political and regulatory policy changes and, as these evolve, the
committee will ensure that our policy and practices change to be
compliant, balancing the need to remain performance-driven and
competitive.  welcome any feedback you may have during the
year and hope to receive your support for the approval of the
remuneration policy.

IURLRASY

Sarah Gentleman
Chairman of the remuneration committee

21 February 2018

Where to find relevant information

1) Remuneration outcomes for 2017 page 84
2) Our new remuneration policy page 86
3) Remuneration policy page 88
Introduction page 88
Table page 88
Notes page 91
4) Annual report onremuneration page 94
Single total figure page 95
EIP page 99
Directors’ share interests page 98

Additional information page 102
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Remuneration outcomes for 2017

Our remuneration philosophy

Overview of our 2017
- remuneration framework

Our remuneration policy is designed to be:

— linked to our strategy

— aligned with shareliolders' interests with significant,
long-term equity participation

— simple and transparent

— include both annual and long-term elements compliant
with financial services rules and regulations

~ inline with the market, having regard to the size and
complexity of the group’s operations

— fair for both the director and the company with some
element of discretion

— aligned with the board’s approved risk appetite

— flexible, recognising that the business is evolving and
responsibilities change.

Key features

Salary

— The core, fixed component of the package is designed
to enable the recruitment and retention of high-calibre
individuals (no increase for the last three years for the
executive directors)

Pensions and benefits
— Defined contribution benefit or a fixed maximum
_pension allowance

Shareholding requirement

— Executive directors and executive committee members
are required to build and maintain a shareholding of at
least 100% of base salary

EIP

— One variable pay plan with annual and long-term
measures

— Balanced scorecard approach linked to strategic and
financial targets

— Aligns the interests of shareholders and directors with
long-term value creation

— Five year deferral period for each award

— Malus and clawback provisions

Toread about our remuneration policy, please see page 88




> EIP performance targets

>> -EIP achievement summary 2017

One-year financial (25% of award)
— Underlying profit before tax compared to the budget

— Net organic growth in funds under management
compared to the target

— Underlying operating profit margin cornpared to
target range

Three-year financial (40% of award)
— Compound annual growth in EPS over three years
— Average ROCE over three years

Non-financial metrics (15% of award)
— Performance relating to delivery of strategic objectives
— Assessed and approved by remuneration committee

Personal performance metrics

(20% of award)

— Personal performance against annual objectives
— Approved by remuneration committee

3IURLIAADY



Our new remuneration policy

A summary of the proposed changes to our policy is provided below.

Current policy Proposed policy
Fixed remuneration
Salary Reviewed annually on 1 January. % increases No change.
are normally in line with wider workforce.
Benefits Additional benefits set by the.committee and No change.
make up a small percentage of total
remuneration costs.
Pension Maximurmn 14 % of base salary. Maximum reduced to 12% of base salary.
Variable remuneration
Maximum opportunity 200% of base salary. Maximum increased to 300% of base salary.

Deferral

60% deferred into Rathbones shares for
five years.

No change.

Retention period Vested deferred shares cannot be sold until five { No change.
years post-award.

Performance measures The level of EIP awarded depends on a robust Changes in weightings are as follows:
assessment of performance, weighted as follows: no less than 70% based on financial

25% - 1-year financial measures

40% - 3-year rolling financial measures
15% - non-financial strategic measures
20% - personal performance measures.

measures. The remainder will be based on
non-financial performance measures

— atleast 50% based on long-term
financial performance

— rtemoval of personal performance objectives.

Malus/clawback

Applied in certain circurnstances.

No change.

Other

Shareholding requirements

100% of base salary within five years
of appointment.

No post-cessation holding,

Increased to 200% of base salary within five

‘years of appointment.

Retain 200% of base salary in the first year
post-cessation and 100% of base salary in the
second year post-cessation.

Disclosure

86

In line with regulatory requirements,

Will prospectively disclose the range of
performance that will give rise to threshold and
maximurn vesting,
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How the implementation of our new policy in 2018 supports our strategic priorities

EIP measures Strategic target Weighting

Financial - 1 year

Annual profit before tax

Total net organic growth in funds under management (FUM) fm/ﬂi]' 30%
Underlying operating margin

AIUBUIACY

Financial - 3 year

/ :
EPS growth gall 50% —
Underlying ROCE average
Non-financial strategic @@ A 20%
© Quality service &l Earnings growth A\ Employee value
See page18 See page19 See page 20

How does the EIP work and how will performance be assessed for 2018?
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Remuneration committee report continued

Directors’ remuneration policy

The directors’ remuneration policy (Policy’) outlined below includes the proposed changes set out in the remuneration comrnittee
chairman’s annual statement, and describes the policies, principles and structures that guide the remuneration committee’s decisions on
executive remuneration. If approved at the AGM in May 2018, it will apply for a period of three years from the date of the 2018 AGM unless

arevised Policy is put to shareholders before then.

Executive directors
Base salary
Purpose and link to strategy Operation Opportunity Applicable performance measures Recovery
The core, fixed component  Basesalaries arereviewed  Thereisnomaximumbase  Not applicable. Not applicable.
ofthe package designedto  annuallyon 1 Januaryand  salary, but percentage
enabletherecruitmentand  arecomparedtosalariesin increases will normally be no
retention of high-calibre other companies of smilar  “higher than the general level
individuals. size and complexity to of increase for. the wider
ensurethatacompetitive  employee population, unless
rateis being paid. there are spedal
Adjustments maybemade  drcumstances suchasa
atother times toreflect a material change of
change of responsibility. responisibifities or where a
salaryis significantly below
market median and s being
broughtintoline.
‘Benefits
Purpose and link to strategy Operation Opportunity Applicable performance measures Recovery:
Benefits are typically Benefits are setby the Benefits make up a small Not applicable. Not applicable.
provided todirectorstobe  committeeand may include, percentage of total
generally consistent with for example. remuneration costs.
otheremployeesandto  — private medical
complement the insurance for directors
remuneration package to and their dependants
ensure thatitissuffidently  — death in service cover
competitive. —-Share Incentive Plan
free and matching
shares
— Save AsYou Earn
scheme
— annual medicals
— limited legal and.
professional advice on
company-related
matters
— relocation costs.
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Executive Incentive Plan

Purpose and fink to strategy Operation. Opportunity Applicable performance measures Recovery
TheEIPrewards short-term  EIP awardsarepaidincash  Themaximum EIPawardis  TheEIPis based onthe Allunvested awards will
performance. the (40%) and deferred 300% of base salary. remuneration committee’s  normally lapse on termination
achievenentof corporate Rathbonesshares (60%).  Target performanceis 60% 3ssessment of finandialand  of office unless the
andindividual goals and which vestover afive-year  of maximum. non-finandal performance  termination was asa ‘good
dligns the interests of period in equal tranches of . against a balanced leaver’. Agood leaveris 3
shareholdersand directors ~ 20% per annum. A full five- ‘|2’hr:5h?ld perfomances ¢ ryecard of measures, director wholeaves on
in creating long-term year sale restriction period 5% of maximum. which are dignedto the retirement, due toinjury or
shareholder value. will operate from the date of - Actual awards for company's strategy. disability, onthe sale of the
The performancemeasures  theawardandwill continue ~ performance above or Noless than 70% ofthe EIP  DUSiness or inany other
asdescribedhavebeen  tooperatefordirectorswho  belowtargetperformance e vaced on financial |+ Grcumstances where the
selected to support the haveleft the company. areclcated NAsUAgt: o o Theremander ~ COMMittee determines good
controled deliveryof ur  Directors wilnot be fine basis between treshald. ) be baged onnon- leaver treatment s
business strategy assetout  Peritted tosel shares andmaximum. financial performance appropriatein relation to the
in the strategic report. during the sale restriction measured against strategic ~ Malus/dawback thereis 3
period except for the objectives. ighpt)élnxsahg;r;ent between
urpose of meeting tax ) e policy and the provisions
E;bifi);)es on vestingg Q;lgas;io%; Oftrle EPWIl £ the rules, The rules provide
Deferred awards are ﬁnanzz:ial pgpfﬁari? that malus/dawback can be
increased by notional _ 3ppliedatanytimeupto”
adustrments for dividends Theperformancemetrics  years from the date of grant in
paid unti vesting calculated andrangeof outcomesfor  the case of share awards and
using shares held at the each financial measure(one 7 years from the payment of
record date. year and three year traling)  cash on cash awards. The
; } aresetbythecommittee  vesting schedule for the share
The committee has the and reviewed annually. awardsis 20% pa.over 5
d|s_cret|on t? mav‘:ﬁ changes- Additional considerations years. The policy provides that
:gq'tjilz mljceyr regirlgtions Theremuneration dawback canbe qppﬁed upto
committee may make an 3 years from vesting,
adjustment when In 3llbut the Sth tranche of
determining the overall share awards, the rules grant
award,incdudingtozeroif  the power toeffect the
appropriate, totake account  dawback in line with the
of any of the following terms of the policy (the rules
material events: actually give more power but
— underlying financial the remuneration committee
performance could choose not to exerdise it
— riskmanagementor  iftodo sowould bemore
regulatory compliance  onerous than the policy). The
issues last tranche of the share

— personal performance.

awards could,in theory (Under
the policy). be dawed back up
to 8 years from the date of
award. This is wider than the
power given under the rules
soit would be necessary to
change the rules to ensure
that the policy could be
complied with. As this would
be a detrimental change to
participants, it could be made
without shareholder approval
being required.

rathbonescom
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Remuneration committee report continued

Directors' remuneration policy continued

Pension or cash allowance

Purpose and link to strategy Operation X Opportunity Applicable performance measures Recovery
To provide the executive Payments maybemadeto  The maximum personal Not applicable.
directors with retirement adefined contribution pension or allowance
‘benefits. pension arrangermentsuch  payment is 12% of salary.
asasdfinvestedpersonal  Thisisin line with the
pension (SIPP) or tothe maximum personal
group defined contribution _pension or allowance
scheme. Alternatively, payment for the majority of
they may receive a cash other emiployees.

allowance in lieu of pension.

Chairman and other non-executive directors

Base fee
Purgose and link to strategy Operation Opportunity Applicable performance measures Recovery
Toenablethereguitment  Base fees are reviewed The base fee for the Not applicable. Not applicable.
of high-calibre non- annually by the board chairmanin 2016 was :
executive directors with on 1 January and are £160,000. This was
the appropriate skills and compared tofeesinother  retained at £160,0000n
experience. companies of similar size 1 January 2017.The base
and complexitytoensure  fee for the other non-
that the market rateisbeing  executive directorsin 2016
paid. Adjustments may was £50,000. This was
be made at other times retained at £500000n
toreflect a change of 1 January 2017.
rresponsibility. Fees are paid
incash.
Additional responsibility fee
Purpose and link to strategy Operation Opportunity Applicable performance measures Recovery
Torecognise the additional  Additional responsibility fees  The additional responsibiity  Not applicable. Not applicable.
responsibifity involvedin  are reviewed annually by the' fee remained unchanged
chairing a committee board on 1 January. and payable at £10,000
(audit, group risk and per annum.
remuneration) or being the
senior independent
director.
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Key changes to the remuneration policy

The new Policy for which approval is being sought at the AGM in May 2018 is similar in structure to the Policy that was previously
approved by shareholders at the 2015 AGM. As such, we propose to maintain the structure of our variable award, but as amended by the
changes set out in the table below. .

Remuneration

elements Aspect Overview of changes Rationale
Executive Maximum opportunity  Increase from 200% to 300% Toensure that maximum opportunity levels of
Incentive Pian the current executive directors remain
competitive following the darification of UK
bank regulations. —
Executive Nature of performance  Removal of the personal performance element.tobe  To orientate awards more objectively towards
Incentive Plan measures replaced witha 5% increase to the strategicelement,  finandal performance overall with now a 50%
Weightings of a 5% increase tothe short-term financial metricsand ~ weighting linked to the longer term.

performance measures 3 10% increase tothe long-term financial metrics
Performance weightings are now 80% derived from
finandal outcomes (was 65%). with the remaining
20% assessed against strategjc objectives.

SJURLLIBAOYH

Pension Maximum opportunity  Reduction from 14%t0 12% To align the Policy more closely with the I
contributions ’ majority of other employees.

Shareholding Levelof shareholding  Increased from-100% to 200% To dlign to emerging best practice and to

requirements increase alignment with shareholder interests.

Shareholding Post-cessationholding  introduced for the first time. A requirement for To dlign to emerging best practice and to

requirements executive directors toretain 200% of base salary in increase alignment with shareholder interests. .

the first year post-cessationin shares and 100% of
base salary in the second year post-cessation.

Definition of performance metrics

The EIP performance metrics chosen by the committee are key indicators of performance used by the business and shareholders which
are detailed below.

Executive Incentive Plan weighting a) One-year financial measures: incentivises the delivery of strong
financial performance for our shareholders in the relevant
financial year

b) Three-year financial measures: aligns the delivery of strong,
sustainable financial performance for our shareholders over the
longer term

¢) Non-financial measures: links executive performance to the
delivery of key strategic initiatives and projects that support the
firm's business plan

The cormnmittee reviews the specific choice of performance metrics for the EIP on an annual basis at the beginning of each financial year to
ensure that the nature and weighting of these remain appropriate to ensure alignment between the interests of our executive directors,
our business strategy and the interests of our dients and shareholders. Further detail on how the specific choice of measures for the 2018
EIP links to our strategic goals is provided on page 87.

The targets for these measures are considered annually by the committee and are set to encourage stretching levels of performance
without inadvertently motivating inappropriate behavior. Rathbones will prospectively disclose the target ranges for three-year finandal
measures, but will not disclose any of the one-year measures on a prospective basis as these are considered commercially sensitive
(however actual performance against these will be retrospectively disclosed).

a}
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Remuneration committee report continued

The use of discretion

The committee may make minor amendments to the Policy set
out above (for regulatory, exchange control, tax or administrative
purposes or to take account of a change in legislation) without
obtaining shareholder approval for that amendment. In relation to
the EIP, the cornmittee retains discretion when selecting
participants, determining the treatment of leavers, agreeing the
timing of awards and reviewing the balanced scorecard of
performance measures, targets and weightings. The comrmittee
reserves the right to adjust retrospectively performance measures
and targets if events (for example, a major acquisition) make them
inappropriate. Adjustments will not be made to make the
conditions materially easier to satisfy.

The committee reserves the right to make any remuneration
payments, and payments for loss of office (including exercising
any discretions available to it in connection with such payments),
notwithstanding that they are not in line with the Policy where
the terms of the payment were agreed (i) before the Policy came
into effect or (ii) at a time when the relevant individual was not
adirector of the company and, in the opinion of the committee,
the payment was not in consideration for the individual becoming
adirector of the company. For these purposes, payrments include
awards of variable remuneration and, in relation to an award

over shares, the associated terms agreed at the time the award

is granted.

Consultation

The company consulted extensively with major shareholders and
their representative bodies on remuneration issues, including in
the development of this new directors' remuneration Policy. While
we did not consult explicitly with employees on this new Policy,
the cornmittee took account of remurieration policies elsewhere
in the group.

Appointment of new directors

For new executive and non-executive directors, the structure of
the package offered will mirror that provided to current directors
under the new directors' remuneration Policy. The package
quanturn will depend on therole and the experience and
background of the new director. Advice from our remuneration
consultants will be taken to ensure that the packageis in line
with median market levels for companies of similar size and
complexity. Any future variable award will be made within the
300% maximum (subject to shareholder approval).

The company may pay compensation to new directors for
rernuneration the individual has forfeited in order to take up the
role with Rathbones. Rathbones will ensure that these awards are
no more generous in either amount or terms than the awards they
replace. These awards may be structured differently from awards
made under our standard directors remuneration Policy in order
tobest reflect the remuneration being forfeited.

Service contracts

It is company policy that service contracts should not normally
contain notice periods of more than 12 months. Details of the
notice periods in the contracts of ernployment of executive
directors serving during the year are as shown below.

Executive director Date of contract Notice period
P L Howell 12Feb 2013 12 months
R P Stockton 14 Oct 2011 6 months

There are no provisions within the contracts to provide automatic
payments in excess of payment in lieu of notice upon termination
by the company and no predetermined compensation package
exists in the event of termination of employment. Payment in lieu
of notice would include basic salary, pension contributions and
benefits. There are no provisions for the payment of liquidated
damages or any staternents in respect of the duty of mitigation. In
the event of entering into a termination agreement, the board will
take steps to impose a legal obligation on the director to mitigate
any loss incurred. There are no clauses in contracts amending
employment terms and conditions on a change of control
Executive directors’ contracts of service, which include details of
remuneration, are available for inspection at the company’s
registered office and will be available for inspection at the AGM.

Non-executive directors have a letter of appointment rather than a
contract of employment and these are available for inspection at
the AGM. As with all other directors, they are required to stand for
re-election annually in accordance with the UK Corporate
Governance Code. The effectiveness of the non-executive
directors is subject to an anrnual assessment. Any term beyond six
years is subject to particularly rigorous review and takes into
account the need for progressive refreshing of the board. The
executive directors are responsible for determining the fees of the
non-executive directors.
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Payments for loss of office

Compensation payments will be deterrined on a case-by-case
basis in the light of current market practice. Cornpensation will
include loss of salary and other contractual benefits, but mitigation
will be applied where appropriate.

Any entitlernent to EIP awards will depend on whether the
individual is treated as a good or bad leaver, in line with the
table below.

Status Definition Treatment

Good leaver  Leave for reasons including  All unvested awards

retirement, il health, sale will be delivered in
of the business and any line with the existing
other reason as the vesting schedule.

committee determines. Awards in the year of
departure will be
made at the
discretion of the
committee
depending on the
circumstances at
the time and, if
made, will be
reduced toreflect
time served

All unvested awards
will normally lapse.

Leave for other reasons
unless the committee
determines otherwise,

Bad leaver

Other directorships

The board believes that the firm can benefit from experiernce
gained when executive directors hold non-executive
directorships. Executive directors are permitted to hold external
appointments and to receive payments, provided such
appointments are agreed by the board in advance, there no
conflicts of interests and the appointment does not lead to
deterioration in the executive’s performance.

rathbonescom

Consideration of remuneration across the firm

The committee provides oversight of remuneration structures
across the firm, including members of the group executive
committee, material risk takers and the risk and compliance teams.
In addition, the committee reviews on an annual basis total
remuneration costs across the firm in light of its short- and
longer-term financial targets and ongoing sustainability.

The comrmittee is well aware of the remuneration structures
across the firm and takes these into consideration when taking
decisions on remuneration for executive directors.

Legacy arrangements

Authority is given to the committee to honour previous
remuneration awards or arrangements entered into with current
or former directors (such as the payment of a pension or the
unwinding of legacy share schemes). Details of any payments will
be set out'in the annual report on remuneration as they arise.

Difference between directors’ remuneration policy
and other employees

All employees, including executive directors, benefit from fixed
and variable pay, pension and non-cash benefits. The company
operates a number of variable remuneration schemes within the
group, some fully discretionary, others with mechanistic elements
in addition to a discretionary element. Membership of such
schemes is defined by status and job type. Only executive
comrmittee members are eligible to benefit from membership

of anEIP.
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Remuneration committee report continued

Annual report on remuneration

This part of the directors’ remuneration report explains how we
have implemented our remuneration policy during the year inline
with the remuneration policy that was approved by shareholders
at the 2015 AGM. This annual report on remuneration will be
subject to an advisory vote at the 2018 AGM The financial
information in this part of the directors’ remuneration report has
been audited where indicated.

Role of remuneration committee

The role of the committee is to set the overarching principles of
the remuneration Policy and provide oversight on remuneration
across the firmn. Details of the committee’s responsibilities and
composition are detailed above. At the invitation of the committee
chairman, the chief executive, finance director and the head of
strategy and organisation development attend some or all of each
meeting. The chief risk officer also advises the committee on
matters relating to remuneration and attends meetings as
required. The company secretary acts as secretary and, with the
chairman, agrees the agenda for each meeting

At the end of each meeting there is an opportunity for private
discussion between committee members without the presence of
management No comrnittee member or attendee is present when
matters relating to his or her own remuneration are discussed.

Committee activity in 2017/18

Below is a summary of the key issues that the committee
considered at each of its meetings during the year.

February 2017

— Review annual risk report on variable pay targets to ensure
alignment with the firm’s risk appetite

— Assess and approve 2016 EIP award for executive directors and
mernbers of the executive comrmittee

— Review and approve EIP performance measures for 2017
— Assess and approve Long Term Incentive Plan award for 2016

— Review and approve the directors' remuneration report for
shareholder approval
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May 2017
— Annual review of remuneration for material risk takers across
the firm

— Review and discuss shareholder and proxy agency feedback
on the directors' remuneration report

— .Review executive directors and members of the executive
committee’s shareholding requirement levels against market
practice

— Review regulatory developments on remuneration and their
implications on the firm

October 2017

— Review remuneration landscape and implications on
executive remuneration

— Review progress against financial and non-financial EIP targets
for the current year

— Review and debate potential changes to the remuneration
policy and structures

— Appointment of new remuneration consultants
December 2017
— Review and approve executive director salaries for 2018

— Review progress against financial and non-financial EIP targets
for 2017

— Agreeremuneration policy ahead of shareholder consultation
— Approval of the committee’s termns of reference

January 2018

— Consultation with major shareholders and representative
bodies on new remuneration policy

— Finalise remuneration policy following shareholder feedback

— Review annual risk report on variable pay targets to ensure
alignment with the firm's risk appetite

— Assess and approve 2017 EIP award for executive directors and
members of the executive commnittee, and approve EIP
_performance measures for 2018

- Review and approve the directors’ remuneration report for
shareholder approval:
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Single total figure of remuneration for each executive director (audited)

The table below sets out a single figure for the total remuneration received by each executive director for the year ended 31 Decemnber 2017
and the prior year:

EIP award for
theyear -
" Taxable EIP award unvested
benefits and for the deferred Historic
Salary allowances year - cash shares  LTIP awards Pensions SiP SAYE Total
£000 £000 E£000 £'000 £000 £000 £000 £000 £000
P L Howell
2017 464 2 238 356 - 40 4 - 1,104
2016 464 2 244 365 279 40 4 - 1398
R P Stockton
2017 295 13 151 226 - 25 5 3 718
2016 295 13 155 232 177 25 4 1 902

Notes to the single total figure of remuneration for each director table

Executive directors’ salaries
Salaries have not been increased since 1 January 2015.

Taxable benefits
Taxable benefits are the provision of private medical insurance for executive directors and their dependants and contractual travel
expenses for the executive directors.

Executive Incentive Plan (EIP) (audited)

The EIP was approved by shareholders at the 2015 AGM, replacing both an annual bonus scheme and a Long Term Incentive Plan which
fully vested in 2017. The overall maxirmum award level achievable under the existing Policy is 200% of base salary, with 60% of awards
made in deferred shares, which must be held for a minimum period of five years.

Executive Incentive Plan award 2017
Performance is assessed using a combination of measures that are detailed below:

Weight % % of base salary

One year financial 25 50
Three year financial 40 80
Non-financial strategic 15 30
Personal performance 20 40
Total 100 200

1) Oneyearfinandal
The one year financial performance measures are three key performance indicators used by the business which are closely aligned to
strategy. The one year financial measures-and achievemnent levels are provided below:

Threshold Ontarget Maximum Welghted payout
% of basesalary  25%ofbasesalary 120% of basesalary . 200% of base salary Actual (% of base salary)
Financial 1 year

Annual profit before tax (£m) 1668% 413 459 505 58.9 16.68%

Total net organic growthin funds
under management (%) 16.66% 56 6.2 68 5.2 0.00%
Underlying operating margin (%) 16.66% 25.5 270 285 30.6 16.66%
50.00% 33.34%

The organic growth in funds under management covers both our Investment Management and Unit Trusts businesses.

rathbones.com a5
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Remuneration committee report continued

Annual report on remuneration continued
2) Three year finandal
The three year financial performance measures and achievemnent levels are provided below:

Threshold Ontarget Maximum Weighted payout

% of base salary  25% of basesalary 120% of basesalary 200% of base salary Actua! (% of base satary)

EPS growth (% CAGR) 40.00% 6.0 80 120 0.9 0.00%
ROCE average (%) 40.00% 16.6 18.1 196 19.3 36.80%
80.00% 36.80%

Total 130.00% ' 70.14%

3) Non-finandal strategic
The non-financial strategic measures are designed to drive strategic goals. Details of the performance measures, assessment and outcomes
are detailed below:

Strateglc Extent to which abjective
objective Objective Performance in 2017 hasbeenmet
Quality — Develop the investment process to — Enhancements to suitability processes were supported by the G
service support investment team decisions migration of our client relationship management system and
and drive positive portfolio outcomes delivery of a client risk assessment tool Alot has been
@ — Deliver key projects, to better — Plans for a new client relationship management system are achievedin 2017
evaluate client attitudes to risk, well progressed but technology
improve communication and manage —~ Output from the research team improved as did performance  and process
investment team capacity and monitoring processes design delays
efficiency — 33 projects were completed during the year. Complex MiFID If impaired the
— Selectively add complementary (Markets in Finandial Instruments Directive) changes delivered on timing of delivery
service offerings that can help time and progress on IT infrastructure plans was demonstrated of some client
support and grow the core — Theinternal financial planning proposition was launched with suitability process
investment service adviser recruitment as planned enhancements
— Rathbone Private Office infrastructure was put in place
Earmings  — Inaddition to the financial targetsset  — Charities and Greenbank funds under management grew to 0
growth- for 2017: £4.7 billion and £1.2 billion respectively .
2 — Achieve budgeted funds under — Unit Trusts performance continued to be strong Strong finandal
D[l managementinflowsforVison Uit~ — Vision funds under management grew higher than expectations ~ performance, but
ol Trusts, Charities/Greenbank and the" to £1.4 billion and other budget growth targets were exceeded ~ recognising that
intermediary distribution teams — Rathbone Private Office sales activity was positive but with lower progresson
— Establish Rathbone Private Office than expected outcomes sub-letting and
revenues — Substantial efforts were made to secure prospective tenantsin - Rathbone Private
— Sublet availablespaceinCurzonStreet  Curzon Street and activity continues into 2018 Office was less
than expected
Employee — Launchperformancebased remuneration  — Changes to teamn remuneration schemes have resulted in '
value for investment tearms to support effidency positive changes within the business
— Deliver on 2017 learning and — Learning and development plans were delivered Fully achieved
& development plans — The London head office move to Finsbury Circus was

— Ensurethatthe Londonhead officemove  completed with minimal disruption with extensive client use
maintains a positive workingenvironment  of the new facilities

Risk — Maintain a proactive and effective — Engagerment with regulators was positive during the year, providing .
conduct relationship with regulators comprehensive responses to three FCA questionnaires with positive
and committing to maintain high engagement on PRA evaluation processes Fuly achieved
compliance  standards inmanagingconductand  — Nomaterial issues have been identified by the risk or audit

prudential matters committees during 2017

— Investment coverage by the research team has been enhanced

— ARisk Culture dashboardis in place and was formally presented
twice to the board during 2017

— Client complaints were promptly investigated and continue to be
very small

The committee concluded that an overall score for this elernent of the EIP of 11% out of a maximum of 15% of base salary is merited.
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4) Personal performance

Personal performance has been assessed against objectives set at
the beginning of 2017 that are appropriate to the directors'roles
and responsibilities. The outcomes of this assessrment are shown
below for each executive director. :

Paui Stockton

Philip Howell

2017 objectives Assessment
Oversee the delivery of growth initiative targets for

Investment Management, Unit Trusts, Vision and other .
services within risk appetite

Enhance the quality of research output and portfolio
monitoring capabilities

Continually review and assess the progress on key business
projects, particularly ensuring that regulatory project
deadlines are met

Maintain 3 robust risk conduct culture fostering effective
relationships with PRA and FCA

Sponsor the development of senior management team
and oversee the delivery of people development plans

2017 objectives Assessment
Respond to changes in financial and regulatory reporting
standards to ensure that extemal and internal financial ()

outputs remain insightful, accurate and timely

Ensure that the financial outcomes of key 2017 projects
are monitored carefully to ensure that underlying operating
margin targets aremet

Upgrade financial performance systems toimprove
efficiency and transparency and support remuneration
changes

Ensure that the banking and treasury function operates

togrow the amount lent to dients

Closely manage the capital impacts assodated with the
dosure of defined benefit schemes

within risk appetite whilst taking advantage of opportunities o
8%

Total achieved 1

300 € |0

Total achieved 1

The comnmittee’s assessment of the 2017 overall perforrnance for
Philip Howell was that he had perforred well and largely
achieved his objectives, but sorme adjustrnent was necessary to
reflect technology and process design delays in delivery of some
important process enhancements. A summary of Philip Howell's
total award for 2017 is presented below:

Award

The committee’s assessment was that Paul Stockton's
perforrhance had largely met his objectives in 2017, but some
adjustment was necessary for the technology and process
design delays in the delivery of some important process
enhancements. A summary of Paul Stockton's total award for
2017 is presented below:

Award

Target Weighting achieved
Financial - 1 year total 25% 1667%
Financial - 3 year trailing 40% 18.40%
Non-financial strategic measures 15% 11.00%
Personal performance 20% 1800%
Total award 64.07%

Assessment key

. Achieved

0 Largely achieved
0 Partially achieved
(O Not achieved

rathbonescom

Target Weighting achieved
Financial - 1 year total 25% 16.67%
Financial - 3 year trailing 40% 1840%
Non-financial strategic measures 15% 11.00%
Personal performance 20% 1800%
Total award 64.07%
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Remuneration committee report continued

Annual report on remuneration continued Remuneration outcomes under different performance scenarios
Pensions The charts below show the relative split of fixed and

Philip Howell and Paul Stockton are paid a cash allowance ;/nmgbleljiirgvug;uon showing minimurm, or-target and
of 862% of salary and neither are in receipt of a defined m '
‘benefit pension. :

All executive directors are eligible to participate in the Rathbone
1987 Scherne for death in service benefits.

Share Incentive Plan (SIP)

This benefit is the value of the SIP matching and free share
awards made in the year. Employees may contribute up to
£150 per month to buy partnership shares with contributions
matched on a one-for-one basis by the company. Free share
awards are linked to EPS growth.

Save As You Earn (SAYE)

This benefit is the value of the discount on SAYE options granted
during the year.

Value of package (£'000)

Directors' interests in shares (audited)
The table below sets out details of the directors shareholdings and outstanding share awards that are subject to vesting conditions:

Benefldally owned shares Subject to relevant holding period
SiP (not yet
Deferred profit beneficially
Executive directors Private shares SIP Total EP scheme owned)* SAYE Total
P.L Howell 20,399 511 20910 31,490 12434 438 2,299 46,661

R P Stockton 59,188 2,480 61,668 19,886 7478 595 983 28942
’ 79,587 2,991 82,578 51,376 19,912 1,033 3,282 75,603
1. SIP matching and free shares held for less than three years may be forfeited in certain dircumstances and so are not considered to be beneficially owned

Shareholding guidelines

In order to align the interests of executive directors and shareholders, with effect from 1 January 2018, the executive directors are required
to acquire and retain a holding in shares or rights to shares equivalent to the value of 200% of basic salary within five years of the date of
appointment, or the date of adoption of the policy. Shares that count towards these guidelines include shares that are owned outright,
vested and not exercised EIP and SIP awards. Philip Howell and Paul Stockton have both achieved this target. The chart below compares
the values of each executive director's shareholding for this purpose as at 3t December 2017 with the shareholding required:

Share ownership versus policy
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Executive Incentive Plan

At 1 January During At 31 December
2017 2017 2017
Vested but Vested but
unexercised unexercised
Face value (subjectto (subjectto
ofawardat  numberof sales sales Normal exerclse
gant! unvested  Securities  restriction Unvested restriction.  date (end of sales
Executive directors Grant date Type of security £ securitles granted® period) securitles perfod) restriction period)®
P L Howell ’
22/03/2016 Nil paid options 434,670 19,491 - 3898 15593 3,898 22/03/2021
22/03/2017 Condtionalshares 365,201 - 15,897 - 15,897 - 21/03/2022
R P Stockton
22/03/2016 Nilpaid options 272,722 12,229 - 2446 9,783 2,446 22/03/2021
22/03/2017. Conditionalshares 232,105 - 10,103 - 10,103 - 21/03/2022

1. Exercise priceis ni

2. The number of shares awarded is calculated based on the 20 day average share price on the day prior to grant. Share price on award was £2297
3 Awards vestin five equal tranches (1, 2, 3. 4 and S years from grant). All shares must be held until the fifth anniversary of the grant (the normal exercise date). There are no

further performance conditions on these shares
Long Term Incentive Plan

Number of shares
Market value Dividend At31
of shares at Pesformance AtllJanuary adjustmenton Exerclsed in Lapsed December
Executive directors Plan cycle Grantdate dateofgrant periodenddate  Vesting date 2017 vesting 2017 In2017 2017
P LHowell
2014/16 25/03/14 £17.37 31/12/16 25/03/17 19,436 1,568 14,072 6,932 -
R P Stockton
2014/16 25/03/14  £17.37 31/12/16 25/03/17 12,352 994 8,941 4,405 -
Total 31,788 2,562 23,013 11,337 -
rathbonescom 99
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Remuneration committee report continued

Annual report onremuneration continued
Deferred profit share scheme

Number of shares
Dividend At
At 1 January Vested in adjustment in 31 December
Executive directors 2017 2017 2017 2017
PLHowell
2013 - - - -
2014 12,151 - 283 12434
12,151 - 283 12,434
R P Stackton
2013 9,654 9,654 - -
2014 7,308 - 169 7,477
16,962 9,654 169 7.477
Total 29,113 9,654 452 19,911
Share Incentive Plan
At 1 January At 31 December
2017 During 2017 2017
Total number Partnership Matching o ‘Dividend Free Total number
of SIP shares! shares 3cquired shares acquired shares acquired shares received of SIP shares?
PL Howell 743 88 88 18 12 949
R P Stockton 2,820 88 88 67 12 3,075
Total 3,563 176 176 85 24 4,024

1. SIPmatching and free shares held for less than three years may be forfeited in certain drcumstances and so are not considered to be benefidially owned
Save As You Earn outstanding options

Number of shares
At At31 Earliest tatest  Market price Exercise
1 January Granted Exercised Lapsedin December exercise exerdse ongrant price
Executive directors Grant date 2017 in2017 in2017 2017 2017 date date () ©
PLHowell
28/03/13 1,356 - - - 1,356 01/05/18 01/11/18 1397 1106
01/05/14 578 - - - 578 01/06/19 01/12/19 1,945 1556
] 28/04/15 365 - - - 365 01/06/20 01/12/20 2051 1641
R P Stockton '
01/05/14 867 - 867 - - 01/06/17 01/12/17 1945 1556
28/04/16 273 - - - 273 01/06/19 01/12/19 2059 1648
28/04/17 - 710 - - 710 01/06/20 '01/12/20 2373 1,899
Total 3,439 710 867 - 3,282
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Performance graph (unaudited)
The chart below shows the company’s TSR against the FTSE
All Share Index for the nine years to 3t Decemnber 2017. TSR is
calculated assuming that dividends are reinvested on receipt.
The FTSE All Share Index has been selected as a comparator as
itis a suitably broad market index and has been used as a
performance comparator for LTIP plan cycles since 2005-07.
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Chief executive officer single figure (unaudited)

During the nine years to 31 Decernber 2017, Andy Pomfret was
chief executive until 28 February 2014 when he was succeeded
by Philip Howell.

Percentage change in the remuneration of the chief
executive officer and employees (unaudited)

The table below shows the percentage year-on-year changein
salary, benefits and bonus in 2017 for the chief executive
compared with the average Rathbones employee:

Salary Benefits Annual bonus

CEO - - (2%)
Average pay based on all

Rathbones' employees (1%) ©13% 32%

EIP award Longterm

CEOsinge or short term incentive

figure of total bonus as % of vesting as %

remuneration maximum of maximum

Year CEO £000 opportunity cpportunity
2017 Philip Howell 1,104 64 -
2016  Philip Howell 1.398 66 67
2015  Philip Howell © 1,608 78 100
2014 . Philip Howell 999 89 n/a
2014  Andy Pomfret 342 n/a 96
2013  Andy Pomfret 1,204 59 100
2012 AndyPomfret 1.046 38 100
2011  Andy Pomfret 678 46 -
2010 Andy Pomfret 736 52 24

rathbones.com

Chairman and non-executive directors’ fees (audited)

Fees paid to the non-executive directors were not increased

in 2017 with no increase for the 2018 financial year. Any future
increases will depend upon a rigorous assessment of the burden
of responsibilities and market rates.

2017 2016
£000 £000
Chairman
M P Nicholls 160 160
Non-executive directors '
JW Dean 60 60
J N Pettigrew 45 -
SF Gentleman 56 50
K A Matthews 60 60
DT D Harrel 26 70
Total 407 400

Non-executive directors’ share interests

The interest of the directors in the ordinary shares of the company
are set out below:

Private

shares sSip Total
Chairman
M P Nicholls 3.000 749 3,749
Non-executive directors
JWDean 1,000 - 1,000
SF Gentleman - - -
K A Matthews - 1,260 1,260
N Pettigrew - - -
Total 4,000 2,009 6,009
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Remuneration committee report continued

Relative importance of spend on pay

The chart below shows the relationship between total employee
remuneration, profit after tax and dividend distributions for 2017
and 2016. The reported profit after tax has been selected by the
directors as a useful indicator when assessing the relative
importance of spend on pay.

Relative importance of spend on pay (£m)

Implementation of the remuneration
policy in 2018

In 2018, the remuneration policy will be applied in a similar way
t02017. albeit with the changes to reflect the new directors'
rermnuneration policy outlined above if approved. Salary

adjustments awarded to executive directors for 2018 are
noted below. -

Salary

The executive directors' salaries for 2018 is noted below. These are
inline with the awards made to the general employee base. Paul
Stockton’s salary increase reflects his performance and
contribution to the role.

Salary effective Salary effective

EIP 2018 - forward looking targets

The 2018 EIP (which would be awarded in 2019), subject to
performance, will be delivered in line with the new remuneration
policy, which allows for a maximum award level of 300% of base
salary. While the committee is able to make awards up to this new
maxirmurn award level, actual award levels will continue tobe
determined by the cornmittee based on a robust assessment of

- performance during the 2018 performance year.

Incentive awards under the EIP will continuetobe linked toa
scorecard of short and longer term financial metrics, and annual
objectives covering financial and non-financial criteria. Annual
targets set for 2018 will take into account the amount of
expenditure and investment approved by the board in the 2018
budget to develop the business and support its growth initiatives.
The committee will not, at this time, disclose any of the remaining
Ore year measures on a prospective basis as these are considered
commercially sensitive (however actual performance against
these will be disclosed).

Whilst recognising the potential volatility associated with
investment markets and its direct impact on the financial
outcomes for Rathbones, the committee believes earmings per
share and underlying ROCE measures continue to be appropriate
measures to use when assessing longer term performance targets.

Long term targets for the 2018-20 award period, have accordingly
been set as outlined in the table below. When establishing
performance ranges for these targets, the committee has been
particularly mindful of the historic performance of the business in
different market conditions, the continuing need for investment in
the business and the increase in regulatory capital buffers in 2018
and 2019 required by Capital Requirements Regulations (see pages
38t041).

Performance measure Threshold ~ Maximum
Three year CAGR EPS 5% 15%
Three year underlying average ROCE 14% 20%

1 January 2018 1 January 2017 % increase
Chief Executive . £477.920 £464.000 3%
Finance Director £309,750 £295.000 5%
Pensions and benefits

Pensions and benefits will be delivered in line with the
rernuneration policy. Pension benefits for the year will be 12%,
which s in line with the new maximum opportunity of 12%.
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In respect of the two open-award years to 31 December 2019, the
committee has set a threshold and maximurmn of 4% t014%
respectively for the three year EPS performance measure, and 14%
to 20% for three year underlying ROCE. The committee may also
make adjustments to perforrance targets to reflect significant
one-off events (eg a material transaction), where considered:
appropriate and reasonable. Clear disclosure will be provided in
this instance regarding the nature and rateriality of any change in
the directors' remuneration report for the relevant financial year.
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Statement of shareholder voting

At the 2015 AGM, shareholders approved the directors' remuneration policy, to apply for three years from the date of the AGM. At the 2017
AGM,, shareholders approved the remuneration report that was published in the 2016 Annual Report and the results are detailed below:

Votes on Remuneration

IURLIBACY

Annual report on remuneration Annual report on remuneration Remuneration policy

(2017 AGM) (2016 AGM) (2015 AGM)

Votes cast in favour 96.2% 96.4% 96.8%
Votes cast against 3.8% 36% 3.2%
Total votes cast 75.0% 782% 77.7%
Votes withheld 1,268,045 210,393 1,373,106

Agdpvisers to the committee and their fees

During the year, the remuneration committee reviewed its consultants and received proposals from a number of irms. After a selection
process, PwC were appointed as advisers to the committee in August 2017. They are members of the Remuneration Consultants Group
and advise the committee on a range of matters including on remuneration package assessments, scheme design and reporting best:
practice. PwC also provide professional services in the ordinary course of business, including advisory work to the group. The committee is
of the opinion that the advice received is objective and independent. PwC's fees are charged on a time cost basis and were £71,400 iri 2017.
The appointment of advisers is reviewed annually.

Evaluating the performance of the committee

The annual evaluation of the committee’s effectiveness was undertaken as part of the board's external evaluation process. The findings
were discussed with the committee’s chairman and additonal information can be found in the corporate governance report.

Approval

The remuneration comrnittee report, incorporating both the directors’ remuneration policy and annual report on remuneration, has been
approved by the board.

Signed on behalf of the board

Sarah Gentleman
Chairman of the remuneration committee

21 February 2018
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Directors' report

Group results and company dividends

The Rathbone Brothers Plc group profit after taxation for the year
ended 31 Decernber 2017 was £46,829,000 (2016: £38,157,000).

The directors recommend the payment of a final dividend of 39.0p
(2017:36.0p) on 14 May 2018 to shareholders on the register on

20 April 2018. An interim dividend of 22.0p (2016: 210p) was paid on
3 October 2017 to shareholders on the register on 8 September
2017. This results in total dividends of 61.0 (2016: 57.0p) per
ordinary share for the year. These dividends amount to £30,429.000
(2016: £28267,000) - see note 12 to the financial statements.

The company operates a generally progressive dividend pelicy
subject to market conditions. The aim is to increase the dividend in
line with the growth of the business over each economic cycle. This
means that there may be periods where the dividend is maintained
but not increased and periods where profits are retained rather
than distributed to maintain retained reserves and regulatory
capital at prudent levels through troughs and peaks in the cycle.

Share capital

The company’s share capital comprises one class of ordinary
shares of 5p each. At 31 December 2017, 51,302,074 shares were in
issue (2016: 50,682,679). No shares were held in treasury (2016:
8979). Details of the movements during the year are set out in
note 28 to the financial statenents. The shares carry norights to
fixed income and each share carries the right to one vote at
general meetings. All shares are fully paid.

There are no specific restrictions on the size of a shareholding or
on the transfer of shares, which are both covered by the provisions
of the Articles of Association and prevailing legislation.

New issues of share capital

Under section 551 of the Companies Act 2006, the board currently
has the authority to allot 16,894,680 shares (approximately one
third of the issued share capital at 31 March 2017). The existing
authorities given to the cornpany at thelast annual general
meeting (AGM) to allot shares will expire at the conclusion of the
forthcoming AGM. Details of the resolutions renewing these
authorities are included in the Notice of AGM.

Awards under the company’s employee share plans are satisfied
from a combination of shares held either in treasury or in the
employee benefit trust and by riewly issued shares. During the -
year, the company transferred 8,979 shares out of treasury fora
total consideration of £160,000, issued 181,712 shares to satisfy
share awards and issued 437,683 shares to the company’s
employee benefit trust, to satisfy future awards under the group’s
share-based payment schemnes.

Purchase of own shares

Following the 2017 AGM, resolution to purchase own shares,
the board currently has the authority to buy back up to
2,500,000 shares under certain stringent conditions. During the
year, the company did not utilise this authority but the board
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considers it would be appropriate to renew it. We intend to
seek shareholder approval for the continued authority to
purchase own shares at the forthcoming AGM in line with
current investor sentiment.

Details of the resolution renewing the authority are included in
the Notice of AGM.

Corporate governance statement

Asrequired by Disclosure and Transparency Rule 72, you can

find our corporate governance statement in the govermance report
onpages 58to67anditis mcorporated into this directors' report
by reference.

Appointment and removal of directors

Regarding the appointment and replacement of directors, the
company is governed by the company’s Articles of Association,
the UK Corporate Governance Code, the Comparties Act 2006
and related legislation.

Employee share trust

During the year Accuro Fiduciary Services (Jersey) Limited
(formerly Salarnanca Trustees Limited) retired as trustee of the
first employee benefit trust.

On 4 April 2017, Equiiniti Trust (Jersey) Limited were appointed as
trustee of the second employee benefit trust. The trust is
independent and holds shares for the benefit of employees and
former employees of the group. The trustee has agreed to satisfy
awards under the Executive Incentive Plan, Share Incentive Plan
and the Savings Related Share Option Plan. As part of these
arrangements, the company issued shares to the trust to enable
the trustee to satisfy these awards. Further details are set out in
note 29 to the financial staternents. During the year, the number of
shares issued by both trustees totaled 99,725 ordinary shares.

In addition, under the rules of the Rathbone Share Incentive Plan,
shares are held ini trust for participants by Equiniti Share Plan
Trustees Limited (the Trustee’). Voting rights are exercised by
the Trustee on receipt of the participant’s instructions. If no such
instruction is received by the Trustee then no vote is registered.
No person has any special rights of control over the company’s
share capital and all issued shares are either fully or nil paid.

Directors

All those who served as directors at any time during the year are
listed on pages 6210 63. The directors’ interests in the share capital
of the company at 31 December 2017 are set out on pages 98 to 101
of the remuneration cornmittee report.

Employees

Details of the company’s employment practices, its policy
regarding the employment of disabled persons and its employee
involvement practices can be found in the corporate responsibility
report on pages 46to 49.
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Corporate responsibility

Information about greenhouse gas ernissions and our corporate
social responsibility are set out in the corporate responsibility
Teport on pages 50 to 53.

Financial instruments and
risk management

The risk management objectives and policies of the group are set
out in note 3t to the financial statements.

Insurance and indemnification of directors

The company has put in place insurance to cover its directors and
officers against the costs of defending themselvesin civil legal
action taken against them in that capacity and any damages
awarded. The company has granted indemnities, which are
uncapped, toits directors and to the company secretary by way of
deed. Qualifying third-party indemnity provisions, as defined by
Section 234 of the Companies Act 2006, were therefore in place
throughout 2017 and remain in force at the date of this report.

Substantial shareholdings

As at 31 Decemnber 2017, the company had received notifications in
accordance with the Financial Conduct Authority’s Disclosure and
Transparency Rule 5, of the following interests:

Holding at % held at
Shareholder 21 Feb 2018 21 Feb2018
Lindselt Train Ltd. 7.089,014 13.84%
MFS Investment 4,293,793 837%
Mawer Investment Management Ltd. 4,021,545 7.84%
Aviva Investors 1514,423 3.73%
Troy Asset Management 1,795,500 3.50%
Heronbridge Investment Management 1,563,256 3.05%

Share price

The mid-market price of the company’s shares at 31 December 2017
was £2554 (2016: £19.83) and the range during the year was £19.79
t0 £2812(2016: £1590 t0 £2359).

Auditor

The audit committee reviews the appointment of the external
auditor and their relationship with the group, including monitoring
the group’s use of the auditor for non-audit services. Note 7tothe
financial statements sets out details of the auditor's remuneration.
Having reviewed the independence and effectiveness of the external
auditor, the audit committee has recommended to the board that the
existing auditor, KPMG LLP, bereappointed and a resolution
appointing KPMG LLP as auditor and authorising the directors to set
their remuneration will be proposed at the 2018 AGM.

The directors in office at the date of signing of this report confirm
that, so far as they are aware, there is no relevant audit information
of which the auditor is unaware and that each director has taken
all steps that he or she ought to have taken to make him or
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herselfaware of any relevant audit information and to establish
that the auditor is aware of that inforrnation.

Going concern

Details of the group's business activities, results, cash flows and
resources, together with the risks it faces and other factors likely
to affect its future development, performance and position are set
out in the chairman’s statement, chief executive’'s review, strategic
report and group risk committee report. In addition, note 15to the
financial statements provides further details.

The group companies are regulated by the PRA and FCA and
perform annual capital adequacy assessments, which include the
modelling of certain extreme stress scenarios. The company
publishes Pillar 3 disclosures annually on its website, which
provide detail about its regulatory capital resources and
requirements. In July 2015, Rathbone Investment Management
issued £20 million of 10-year subordinated loan notes to finance
future growth. The group has no other external borrowings.

JNUBUIBAOCY

In 2017, the group has continued to generate organic growth in
client funds under management and this is expected to continue.
The directors believe that the company is well placed to manage
its business risks successfully despite the continuing uncertain
econornic and political outlook. As the directors have a reasonable
expectation that the cornpany has adequate resources to continue
in operational existence for the foreseeable future, they continue
to adopt the going concern basis of accounting in preparing the
annual financial statements.

Political donations
No political donations were made during the year (2016: nil).

Post-balance sheet events

Details of post-balance sheet events are set out in note 37to the
financial staternents.

FCA's Disclosure Guidance and
Transparency Rules

For the purposes of DTR 4.15R (2) and DTR 4.1.8 this directors’
report and the strategic report comprise the management report.

Annual General Meeti
The 2018 AGM will be held gh Thursday 10 May 2018 at 1200

noon at 8 Finsbury Circus, LO EC2M 7AZ. Full details of all
resolutions and notes are set out e Notice of AGM.
By order oftheboard A

Ali Johnson

Company Secretary < .

21 February 2018

Registered office: 8 Figsbury Cirqus, London EC2M 7AZ
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Statement of directors’ responsibilities in respect of the report and accounts

The directors are responsible for preparing the report and
accounts 2017, and the group and parent company financial
staternents in accordance with applicable law and regulations.

Company law requires the directors to prepare group and parent
company financial statements for each financial year. under that
law they are required to prepare the group financial statements in
accordance with International Financial Reporting Standards as
adopted by the European Union (IFRS as adopted by the EU) and
applicable law and have elected to prepare the parent company
financial statements on the same basis.

Under company law the directors must not approve the financial
statements unless they are satisfied that they give a true and fair
view of the state of affairs of the group and parent company and
of their profit-or loss for that period. in preparing each of the group
and parent company financial statements, the directors are
required to:

- select suitable accounting policies and then apply them
consistently .

— make judgements and estimates that are reasonable, relevant
and reliable '

— state whether they have been prepared in accordance with
IFRS as adopted by the EU

— assess the group and parent company's ability to continue as
a going concern, disclosing as applicable, matters related to
going concern

- use the going concemn basis of accounting unless they either
intend toliquidate the group or the parent company or to cease
operations, or have norealistic altemative but to do so.

The directors are responsible for keeping adequate accounting
records that are sufficient to show and explain the parent
company’s transactions and disclose with reasonable accuracy at
any time the financial position of the parent company and enable
thern to ensure that its financial statements comply with the
Companies Act 2006.

They are responsible for such intemal control as they determine is
necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error,
and have general responsibility for taking such steps as are
reasonably open to themn to safeguard the assets of the group and
to prevent and detect fraud and other irregularities.
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Under applicable law and regulations, the directors are also
responsible for preparing a strategic report, directors' report,
directors' remuneration report and corporate governance
statement that complies with that law and those regulations.

The directors are responsible for the maintenance and integrity
of the corporate and finandial information incduded on the
company’s website. Legislation in the UK governing the

. preparation and dissernination of financial statements may

differ from legislation in other jurisdictions.

Responsibility statement of the directors
in respect of the annual financial report
We confirm that to the best of our knowledge:

— the finandal statements, prepared in accordance with the
applicable set of accounting standards, give a true and fair view
of the assets, liabilities, financial position and profit or loss of the
company and the undertakings included in the consolidation
taken as a whole; and

— the strategic report and directors’ report includes a fair review
of the development and performance of the business and the
position of the issuer and the undertakings included in the
consolidation taken as a whole, together with a description of
the principal risks and uncertainties that they face.

We consider the annual report and accounts, taken as a whole,

is fair, balanced and understandable and provides the information
necessary for shareholders to assess the group’s position and
performance, business model and strategy.

By order of the board

Philip Howell
Chief Executive

21 February 2018
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Independent auditor’s report to the members of Rathbone Brothers Plc

1  Ouropinion is unmodified

We have audited the financial statements of Rathbone Brothers
Plc for the year ended 31 Decemnber 2017 which comprise the
consolidated staternent of comprehensive income, consolidated
statement of changes in equity, consolidated balance sheet,
consolidated statement of cash flows, company statement of
changes in equity, company balance sheet and company
staternent of cash flows, and the related notes, including the
accounting policies in note 1 and 39.

In our opinior: -

— thefinancial statements give a true and fair view of the state
of the group's and of the parent company’s affairs as at
31 December 2017 and of the group’s profit for the year
then ended:

— the group financial statements have been properly prepared
in accordance with International Financial Reporting
Standards as adopted by the European Union (IFRS as adopted
by the EU);

— the parent company financial staternents have been propetly
prepared in accordance with IFRS as adopted by the EU and as
applied in accordance with the provisions of the Companies
Act 2006;and

— thefinancial statements have been prepared in accordance
with the requirements of the Companies Act 2006 and,
asregards the group financial statements, Article 4 of the
IAS Regulation.

Basis for opinion

We conducted our audit in accordance with Intemational
Standards on Auditing (UK) (1SAs (UK)") and applicable law. Our
responsibilities are described in the next paragraph. We believe
that the audit evidence we have obtained is a sufficient and
appropriate basis for our opinion. Our audit opinion is consistent
with our report to the audit committee.

We were appointed as auditor by the shareholders on 9 June
2009. The period of total uninterrupted engagement is for the nine
financial years ended 31 December 2017. We have fulfilled our
ethical responsibilities under, and we remain independent of the
group in accordance with; UK ethical requirements including the
FRC Ethical Standard as applied to listed public interest entities.
No non-audit services prohibited by that standard were provided.
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2 Keyaudit matters: our assessment of
risks of material misstatement

Key audit matters are those matters that, in our professional
judgemerit, were of most significance in the audit of the financial
statements and include the most significant assessed risks of
material misstaternent (whether or not due to fraud) identified by
us, including those which had the greatest effect on: the overall
audit strategy, the allocation of resources in the audit and directing
the efforts of the engagemnent team. We surnmarise below the key
audit matters, in decreasing order of audit significance, in arriving
at our audit opinion above, together with our key audit procedures
to address those matters and, as required for public interest
entities, our results from those procedures. These matters were
addressed, and our results are based on procedures undertaken, in
the context of and solely for the purpose of, our audit of the
financial statements as a whole, and in forming our opinion
thereon, and consequently are incidental to that opinion, and we
donot provide a separate opinion on these matters.

Recognition and impairment of client relationship
intangibles. Amount capitalised during the year
£2,743,000 (2016: £7,926,000), amount expensed as
capitalisation criteria not met £5,094,000 (2016:
£4,005,000) and carrying balance of client relationship
intangible £88,511,000 (2016: £97,201,000)

Risk vs 2016: -

Refer to page 73 (audit committee report), page 124-(accounting
policy) and pages 126 and 140 (financial disclosures).

The risk - accounting application in relation to recognition of client
relationship intangibles

The group has capitalised significant amounts as client
relationship intangibles, including both those purchased
individually (initially recognised at cost) and those acquired as part
of a business combination (initially recognised at fair value).
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The key judgement areas our audit concentrated on were:

— The group makes contractual payments toits investment
managers for introducing new client relationships. For newly
recruited managers, the group capitalises payrnents that are
deemed torepresent the transfer of existing client relationships
already held by the investment manager. The group has
determined the appropriate accounting policy is to capitalise
payments made to investment managers in respect of
previously held client relationships transferred to the group
during the 12 month period after the conclusion of any ‘non-
compete’ arrangements between an investment manager and
their previous employer. The capitalisation period is extended
beyond 12 months in exceptional circumstances, where
management consider that the investiment manager is
introducing previously held client relationships beyond that
period; during the year payments were capitalised outside the
12 month eam-out period. There is a risk that payments are
inappropriately capitalised outside of the 12 month period or
that they do not relate to client relationships previously held by
the investment rmanager.

Therisk - accounting application in relation to impairment of client

relationship intangibles

- For client relationship intangibles, the group assesses whether
there is an indication of impairment considering a range of
impairment triggers. Where such an indication exists, the group
considers whether the ongoing benefits offered by the
capitalised client relationship intangibles are greater than their
carrying value and, if not, an impairment provision is recorded.
There is arisk that a client relationship intangible was impaired
but the group did not record an impairment provision because
the impairment trigger remained undetected.

Ourresponse
In this area our procedures included:

Accounting application in relation to recognition of client relationship

intangibles

— Metheodology implementation: we considered whether the .
payments capitalised fell within the relevant 12 month period
by comparing the dates of client transfer and employment
contract of the investment manager.

— Tests of details: in respect of those instances where payments
were capitalised beyond the 12 month period, for each
significant additon we confirmed whether these relationships
were held by the investment manager in a previous
employment, challenged the group on the nature of the
relationship and obtained documentary evidence.

— Independent re-performance: we performed a recalculation of
new client relationship intangibles recognised in the year and
assessed whether the amounts capitalised were in line with the
contractual agreements with the investment manager.
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— Tests of details: on a sample basis we tested that such costs
related torelationships already held by the investment
manager by obtaining relevant docurmentation evidencing
previous relationship.

Accounting application in relation to impairment of client refationship

intangibles

— Independent re-performance: for the element of the client
relationship intangibles previously capitalised under IFRS 3
Business Combinations we have critically assessed the group's
own review of the client relationship intangibles against
impairment triggers.

— Tests of details: in considering the adequacy of the impairment
assessment performed by the group to support the carrying
value of client relationship intangibles previously capitalised,
we assessed the population for closed client accounts or non-
income generating clients to assess whether they were
appropriately derecognised.

Assessing transparency: we have also considered the adequacy of
the group’'s disclosure in respect of intangible assets.

Our resuits - we found the recognition and carrying value of client
relationship intangibles to be acceptable.

Valuation of defined benefit pension deficit
£15,600,000 (2016: £39,455,000)

Refer to page 73 (audit committee report), page 125 (accounting
policy) and pages 126,143 t0 148 (financial disclosures).

Therrisk - subjective valuation
The group and parent company has recognised a pension deficit
of £15,6 million as at 31 December 2017.

— The valuation of the defined benefit pension deficit depends
on anumber of judgemental assumptions and estimates,
including the discount rate used to calculate the current value
of the future payments the group expects to pay pensioners,
the rate of inflation that must be incorporated in the estimate of
the future pension payments, the life expectancy of pension
scheme members and the number of members who will
transfer out of the schemes. The valuation is an important
judgement as this balance is volatile and impacts the parent
company’s distributable reserves.

Uncertainty arises as a result of estimates made in respect of
long term trends and market conditions to determine the value
based on the group's expectations of the future. As aresult, the
actual surplus or deficit realised by the group may be
significantly different to that recognised on the balance sheet
since small changes to the assumptions used in the calculation
materially affect the valuation.
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Independent auditor’s report to the members of Rathbone Brothers Plc continued

2 Key audit matters: our assessment
of risks of material misstatement
continued

— Theplan assets are not subject to significant risk of
misstatemnent, but due to their materiality in the context of the
group’s financial statements, they are considered to be part of
this key audit matter.

Our response - our procedures include:

— Our actuarial expertise: we used our own actuarial specialists
to challenge key assumptions and estimates used in the
calculation of the pension deficit. The key assumptions and
estimates we tested included the number of members who
transfer out of the schernes, the discount rate, RPI inflation and
life expectancy that were applied to the valuation.

— Benchmarking assumptions: we performed a comparison of
key assumptions against externally derived data and our
benchmark ranges for similar schemes.

— Methodology choice: we considered the group’s judgement in
selecting its assumptions and whether there were any
indicators of managernent bias.

— Comparing valuations: we obtained a breakdown of assets held
in both defined benefit pension schemes. We used our own
valuation specialists to independently verify the value of a
sample of the assets held within both schemes.

— Assessing transparency: we considered the adequacy of the
group's disclosure in respect of the defined benefit pension
deficit and the assumptions used which is set out in note 27 to
the financial statements.

Our results - we found the valuation of defined benefit pension
deficit to be acceptable.

1o

(New) Measurement of Onerous Lease Provision
£11,478,000 (2016: nil)

Risk vs 2016:

Refer to page 73 (audit comnmittee report), page 131 (accounting
policy) and pages 126 and 141 to 142 (financial disclosures).

The risk - subjective estimate

The measurernent of the onerous lease provision depends ona
number of assumptions and estimates. In particular, the value of
the provision is sensitive to the underlying key assumptions
around future cash flows and discount rates. The key assumptions
applied by the group are:

the discount rates applied:

the estimated period of time the property remains empty
(void period’);

the period of time a rent-free agreement is offered (rent-free
period); and

the level of sub-lease income and the adjustment made in
relation to the risk of uncertainty.

In determining the provision, the group obtained advice from
independent property specialists. These are estimates made in
respect of current market trends and conditions, and the value of
the provision is determined by the group’s known future costs for
the premises and expectations of the potential rental income.

Our response - our procedures included:

Our property valuation expertise: we used our own property
specialists to challenge key assumptions and estimates used in
the calculation of the onerous lease provision. This included
comparing these assumptions against our specialist's own
knowledge of property lettings in the industry, and assessing
the reasonableness of the group’s assumptions against their
benchmark ranges for simnilar properties in the area.

Test of details: we tested the accuracy and completeness of
key data inputs by reviewing documentation in relation to
signed lease agreements.

Our sector experience: we assessed the reasonability of the
discount rate used for both certain and uncertain cash flows.

Methodology choice: we considered the group's judgement in
selecting its assumptions and whether there were any
indicators of management bias.

Assessing transparency: we considered the adequacy of the
group's disclosure in respect of the onerous lease provision.

Our results - we found the measurement of the onerous lease
provision to be acceptable.
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3 Ourapplication of materiality and an
overview of the scope of our audit

Materiality for the group financial statements as a whole was set at
£3.6 million (2016: £2.8 million), determined with referencetoa
benchmark of group profit before tax, normalised to exclude the
loss on recognition of the onerous lease for the year of £161 million
(as disclosed in note 25) and the credit of £20 million inrelation to
the rent-free accrual (as disclosed in note 9), a credit of £5.5 million
relating to the plan amendment gain for the defined benefit
pension scheme (as disclosed in note 27), as well as expense of
£4.9 million relating to an aborted acquisition during the year

(as disclosed in note 8). These are one-off expenses and not
considered to be part of the normalised profit before tax.
Materiality represents 5% (2016: 5%) of the normalised group
profit before tax.

Materiality for the parent company financial statements as a
whole was set at £2.9 million (2016: £22 million). This is lower than
the materiality we would otherwise have determined by reference
to net assets, and represents 1.4% of the parent company’s net
assets (2016:129).

We agreed to report to the audit committee any corrected or
uncorrected identified misstaternents exceeding £180,000

(2016: £140,000), in addition to other identified misstaternents that
warranted reporting on qualitative grounds:

Of the group's eight (2016: eight) reporting components, we
subjected eight (2016: eight) to full scope audits for group
purposes. The audit work for eight (2016: six) was performed by
the group teamn to materiality levels set individually for each entity
which ranged from £0.03 million to £29 million (2016: £0.2 million
to £22 million), having regard to the mix of size and risk profile of
the group across the components.

The group teamn performed procedures on the items excluded
from normalised group profit before tax.

The components scoped in for group reporting purposes
accounted for 1009% of total group revenue, group profit before tax
and total group assets.
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4 Wehave nothing to report on going
concern
We arerequired to report to you if:

— we have anything material to add or draw attention toin
relation to the directors’ staternent on page 121 of the financial
staternents on the use of the going concern basis of accounting
with no material uncertainties that may cast significant doubt
over the group and company’s use of that basis for a period of
at least twelve months from the date of approval of the
financial statements; or

— the same statement under the Listing Rules set out on page 105
is materially inconsistent with our audit knowledge.

We have nothing to report in these respects.

5 Wehave nothing to report on the
other information in the Annual
Report and Accounts

The directors are responsible for the other information presented
in the annual report together with the financial staternents. Our
opinion on the financial statements does not cover the other
information and, accordingly, we do not express an audit opinion
or, except as explicitly stated below, any form of assurance
condlusion thereon.

[UBWRERS
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Our responsibility is to read the other information and, in doing so,
consider whether, based on our financial statements audit work,
the information therein is materially misstated or inconsistent
with the financial statements or our audit knowledge. Based solely
on that work we have not identified material misstatements in the
other information:

Strategic report and directors’ report
Based solely on our work on the other information:

— we have not identified material misstatements in the strategic
report and the directors’ report;

— inour opinion the information given in those reports for the
financial year is consistent with the financial statements; and

— inour opinion those reports have been prepared in accordance
‘with the Companies Act 2006.
Directors’ remuneration report

In our opinion the part of the directors' remuneration report
tobe audited has been properly prepared in accordance with
the Companies Act 2006.
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Independent auditor's report to the members of Rathbone Brothers Plc continued

5 We bave nothing to report on the
other information in the annual
report and accounts continued

Disclosures of principal risks and longer-term viability
Based on the knowledge we acquired during our financial

statements audit, we have nothing material to add or draw
attention to in relation to:

— thedirectors' confirmation within viability statement on
page 28 that they have carried out a robust assessment of the
principal risks facing the group, including those that would
threaten its business model, future performance, solvency
and liquidity;

— theriskmanagement disclosures describing these risks and
explaining how they are being managed and mitigated; and

— the directors explanationin the viability statement of how

they have assessed the prospects of the group, over what
-period they have done so and why they considered that

period to be appropriate, and their statement as to whether
they have areasonable expectation that the group will be
able to continue in operation and meet its liabilities as they
fall due over the period of their assessment, including any
related disclosures drawing attention to any necessary
qualifications or assumptons.

Under the Listing Rules we are required toreview the viability
statement. We have nothing to report in this respect.

Corporate governance disclosures
We are required toreport to you if:

— wehaveidentified material inconsistencies between the
knowledge we acquired during our financial statements audit
and the directors' staternent that they consider that the annual
report and financial statements taken as a whole s fair,
balanced and understandable and provides the information
necessary for shareholders to assess the group's position and
performance, business model and strategy: or -

— the section of the annual report describing the work of the
audit committee does not _appropriately address matters
communicated by us to the audit committee.

We are required to report to you if the corporate governance
report does not properly disclose a departure from the eleven
provisions of the UK Corporate Governance Code specified by
the Listing Rules for our review.

We have nothing to report in these respects.

nz2

6 We have nothing to report on the
other matters on which we are
required to report by exception

Under the Companies Act 2006, we are required to report to you if,
in our opinior:

~ 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 and the part of the
directors remuneration report to be audited are not in
agreement with the accounting records and returns; or

— certain disclosures of directors’ remuneration specified by law
arenot made; or

— we have not received all the information and explanations we
require for our audit.

We have nothing to report in these respects.
7  Respective responsibilities

Directors' responsibilities

As explained more fully in their statement set out on page 106,

the directors are responsible for: the preparation of the financial
statements including being satisfied that they give a true and fair
view: such internal control as they determine is necessary to
enable the preparation of financial staternents that are free from
material misstatement, whether due to fraud or error; assessing
the group and parent company’s ability to continue as a going
concem, disclosing as applicable, matters related to going concern;
and using the going concern basis of accounting unless they either
intend to liquidate the group or the parent company or to cease
operations, or have no realistic alternative but to do so.
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Auditor's responsibilities

Our objectives are to obtain reasonable assurance about whether
the financial statements as a whole are free frorn material
misstatement, whether due to fraud, other irregularities, or error,
and toissue our opinion in an auditor’s report. Reasonable
assurance is a high level of assurance, but does not guarantee that
an audit conducted in accordance with ISAs (UK) will always detect
amaterial misstaternent when it exists. Misstatermnents can arise
fromn fraud, other irregularities or error and are considered material
if, individually or in aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis

of the financial statements. The risk of not detecting a material
misstatement resulting from fraud or other irregularities is higher
than for one resulting from error, as they may involve collusion,
forgery, intentional ornissions, misrepresentations, or the override
of internal control and may involve any area of law and regulation
not just those directly affecting the financial statements.

A fuller description of our responsibilities is provided on the FRC's
website at www frc.orguk/auditorsresponsibilities.

Irregularities - ability to detect

Weidentified relevant areas of laws and regulations that could
have a material effect on the financial staternents from our sector
experience, through discussion with the directors and other
management (as required by auditing standards), and from
inspection of the group’s regulatory correspondence.

We had regard to laws and regulations in areas that directly affect
the financial statements including financial reporting (including
related company legislation) and taxation legislation. We
considered the extent of compliance with those laws and
regulations as part of our procedures on the related financial
statements itemns.

In addition we considered the impact of laws and regulations in
the specific areas of regulatory capital and liquidity, conduct,
financial crime including money laundering, sanctions list and
market abuse regulations recognising the financial and regulated
nature of the group's activities. With the exception of any known
or possible non-comnpliance, and as required by auditing
standards, our work in respect of these was limited to enquiry of
the directors and other management and inspection of regulatory
correspondence. We considered the effect of any known or
possible non-compliance in these areas as part of our procedures
on therelated financial statements items.

We comnmunicated identified laws.and regulations throughout our
team and remained alert to any indications of non-compliance
throughout the audit. .

As with any audit, there remained a higher risk of non-detection of
irregularities, as these may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of intermal controls.
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8 The purpose of our audit work and to
whom we owe our responsibilities

This report is made solely to the company’s members, as a body,
in accordance with Chapter 3 of Part 16 of the Companies Act
2006. Our audit work has been undertaken so that we might state
to the company’s members those matters we are required to state
tothem in anauditor’s report and for no other purpose. Tothe
fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the company and the
company’s members, as a body. for our audit work. for this report,
or for the opinions we have formed.

DA A —7

Nicholas Edmonds (Senior Statutory Auditor)
for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

15 Canada Square
London
E14 5GL

21 February 2018
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Consolidated statement of comprehensive income

for the year ended 31 December 2017

2017 2016
Note £000 £'000
Interest and similar income : 13,501 13,890
Interest expense and similar charges (1,807) {2319)
Netinterestincome 4 11,594 11571
Fee and commission income 292,034 253192
Fee and commission expense (22,715) (17.936)
Net fee and commission income : - 5 269.319 235,256
Net trading income ’ 6 3,071 3103
Gain on plan amendment of defined benefit pension schemes 27 5,523 -
Other operating income . 6 2,065 1,353,
Operatingincome 291,572 251,283
Charges in relation to client relationships and goodwill . 7 (11,716) (11,735)
Acquisition-related costs 8 (6.178) (5.985)
Head office relocation costs 9 (16,248) (7.031)
Other operating expenses (198,529) (176.403)
Operating expenses 7 (232,671) (201,154)
Profit before tax 58,901 50,129
Taxation 11 (12,072) (11972)
Profit after tax 46,829 38157
Profit for the year attributable to equity holders of the company 46.829 38157
Other comprehensive income:
Itens that will not be reclassified to profit or loss
Net remeasurement of defined benefit liability 27 17,288 (37.318)
Deferred tax relating to net remeasurernent of defined benefit liability 20 (2,939) 5936
{terns that may be reclossified to profit or loss
Revaluation of available for sale investment securities:
— net gain from changes in fair value : 17 163 93
— net profit on disposal transferred to profit or loss during the year (43) -
120 33
Deferred tax relating to revaluation of available for sale investment securities 20 (20) (14)
Other comprehensive income net of tax 14.449 (31,303)
Total comprehensive income for the year net of tax attributable to equity holders .
of the company 61,278 6.854
Dividends paid and proposed for the year per ordinary share 12 61.0p 57.0p
Dividends paid and proposed for the year B ) 30.429 28267
Earnings per share for the year attributable to equity holders of the company: 13
— basic : 92.7p 788p
— diluted 91.9p 78.2p

The accompanying notes form an integral part of the consolidated financial statements.
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Consolidated statement of changes in equity

for the year ended 31 December 2017

Own . .Retained

$hare Share Merger  Avallable for Total
capital premium reserve  salereserve shares earnings equity
Note “£'000 £000° £000 £:000 £000 £000 £000
At 1 January 2016 2407 97643 31,835 71 (6,177) 174413 300192
Profit for the year 38157 38157
Net remeasurement of defined benefit liability 27 (37.318) (37.318)
Net gain on revaluation of available for sale
investment securities 17 93 93
Deferred tax relating to components of other
comprehensive income 20 (14) 5,936 5922
Other comprehensive income net of tax - - - 79 - (31.382) (31.303)
Dividends paid 12 (26479) (26479)
Issue of share capital 28 128 42003 42,131
Share-based payments:
— value of employee services 3.035 3.035
— cost of own shares acquired 29 (1.585) (1.585)
— cost of own shares vesting 29 1,084 (1,084) -
— own shares sold 29 345 435 780
— tax on share-based payments 20 (115) (115)
At 1January 2017 2,535 139,991 31,835 150 (6.243) 156,545 324,813
Profit for the year 46,829 46,829
Net remeasurement of defined benefit liability 27. 17,288 17,288
Revaluation of available for sale investment
securities:
— net gain from changes in fair value 17 163 163
— net profit on disposal transferred to profit or loss -
" during the year 43) 43)
Deferred tax relating to components of other
comprehensive income 20 (20) (2,939) (2.959)
Other comprehensive income net of tax - - - 100 - 14,349 14,449
Dividends paid 12 (29.420) (29.420)
Issue of share capital 28 31 3,098 3,129
Share-based payments: )
— value of employee services . 3,591 3.591
— cost of own shares acquired 297 (441) (441)
— cost of own shares vesting 29 1,820 (1.820) -
— tax on share-based payments 20 : 328 328
At 31 December 2017 2,566 143,089 31,835 250 (4.864) 190.402 363.278
The accompanying notes form an integral part of the consolidated financial statements.
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Consolidated balance sheet

as at 31 December 2017
2017 2016

) Note £000 £'000
Assets
Cash and balances with central banks 14 1,375,382 1075673
Settlement balances 46,784 37787
Loans and advances to banks 15 117,253 114,088
Loans and advances to customers 16 126,213 110951
Investment securities:
— available for sale 17 109,312 105421
~ held to maturity 17 701,966 700,000
Prepayments, accrued income and other assets 18 74,445 65710
Property. plant and equipment 19 16,457 16.580
Net deferred tax asset 20 9,061 10601
Intangible assets 21 161,977 167.192
Total assets 2,738,850 2404013
Liabilities
Deposits by banks 22 1,338 294
Settlement balances 54.452 39289
Due to customers 23 2,170,498 1,888,895
Accruals, deferred income, provisions and other liabilities 24 108,391 85154
Current tax liabilities 5,598 6,523
Subordinated loan notes 26 19,695 19,590
Retirement benefit obligations 27 15,600 39455
Total liabilities 2,375,572 2079.200
Equity
Share capital 28 2,566 2535
Share premium 28 143,089 139991
Merger reserve 31,835 31,835
Available for sale reserve 250 150
Own shares : 29 (4.864) (6,243)
Retained earnings 190,402 156.545
Total equity ) 363.278 324813
Total liabilities and equity /) 2,738,850 2,404,013-

The financial statements wefe approved by the board of directors and authoris -issue on 21 February 2018 and were signed on their
behalfby:

Philip Howell -L'L/VV// Paul Stockton
Chief Executive

Finance Director

Company registered number: 01000403
The accompanying notes form an integral part of the consolidated financial statements.
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Consolidated statement of cash flows

for the year ended 31 December 2017
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‘ 2017 2016
Note £000 £000
Cash flows from operating activities
Profit before tax 58,901 50129
Net profit on disposal of available for sale investment securities (43) -
Netinterest income (11,594) (11.571)
Net impairment charges on impaired loans and advances 16 1 9
Net charge for provisions 25 16,728 1.355
Profit on disposal of property, plant and equipment - (16)
Depreciation. amortisation and impairment 19,415 20716
Foreign exchange movements 17 1,480 -
Defined benefit pension scheme charges 27 (2.948) 3,058
Defined benefit pension contributions paid 27 (3.619) (5.422)
Share-based payment charges 10 3,871 5201
Interest paid (1,663) (2.308)
Interest received 13,084 14,085
93,613 75,236
Changes in operating assets and liabiities:
— net (increase)/decrease in loans and advances to banks and customers (16,643) 16785
— netincrease in settlement balance debtors (8.997) (19.839)
— netincrease in prepayments, accrued income and other assets (8.318) (6.392)
— netincrease in amounts due to customers and deposits by banks 282,647 486,000
— netincrease in settlement balance creditors 15,163 17,808
— netincrease in accruals, deferred income, provisions and other liabilities 8.146 8762
Cash generated from operations 365,611 579360
Tax paid (14,087) (12.025)
Net cash inflow from operating activities 351,524 567.335
Cash flows from investing activities
Acquisition of subsidiaries, net of cash acquired - (2532
Purchase of property, plant, equipment and intangible assets (16,123) (26,137)
Proceeds from sale of property, plant and equipment - 16
Purchase of investment securities 17 (746.566) (905,701)
Proceeds from sale and redemption of investment securities 17 742,581 812,745
Net cash usedin investing activities (20.108) (21.609)
Cash flows from financing activities
Issue of ordinary shares 36 2,688 40,199
Dividends paid 12 (29.420) (26,479)
Net cash (used in)/generated from financing activities (26,732) 13720
Net increase in cash and cash equivalents 304.684 559446
Cash and cash.equivalents at the beginning of the year 1,.263.074 703.628
Cash and cash equivalents at the end of the year 36 1,567,758 1,263,074

The accompanying notes form an integral part of the consolidated financial staternents.
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Notes to the consolidated financial statements

1 Principal accounting policies
Rathbone Brothers Plc (the company’) is a public company

incorporated and domiciled in England and Wales under the
Compariies Act 2006.

11  Basis of preparation

The consolidated and company financial statements have been
prepared in accordance with Intemnational Financial Reporting
Standards (IFRS) as adopted by the EU. The company financial
statements are presented on pages 114 to 117.

The financial statements have been prepared on the historical cost
basis, except for certain financial instrurmnents that are measured at
fair value (notes 112 and 116). The principal accounting policies
adopted are set out in this note and, unless otherwise stated, have
been applied consistently to all periods presented in the
consolidated financial statements.

12 Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the company and entities controlled by the
company (its subsidiaries), together ‘the group’, made up to 31
December each year.

The group controls an entity when it is exposed to, or has rights to,
variable returns from its involvement with the entity and has the
ability to affect those retumns through its power over the entity.
Subsidiaries are fully consolidated frorn the date on which control
is obtained, and no longer consolidated from the date that control
ceases; their results are included in the consolidated financial
statements up to the date that control ceases. Intercompany
transactions and balances between group companies are
eliminated on consolidation.

1.3 Developments in reporting standards

and interpretations
Standards and interpretations affecting the reported results or the
financial position )
In the current year, the group has adopted the amendments to [AS
7 ‘Statement of Cash Flows', which improves disclosures on net
debt in these financial statements. The group now provides a
recongciliation between the opening and closing balances for
liabilities arising from financial activities (see note 36).

No other standards or interpretations, new or revised, have been
adopted that have had a significant impact on the amounts
reported in the financial statements.

Standards not affecting the reported results or the

financial position

The following new and revised standards and interpretations have
been adopted in the current year, Their adoption has not had any
significant impact on the amounts reported in these financal
statemenits but may impact the accounting for future transactions
and arrangements:

— Recognition of Deferred Tax Assets for Unrealised Losses
(Amendments to IAS 12)

Future new standards and interpretations

Anumber of new standards and amendments to standards
and interpretations will be effective for future annual periods
beginning after 1 January 2017 and. therefore, have not been
applied in preparing these consolidated financial statements.
The effects of IFRS 9 Financial Instruments’, IFRS 15 Revenue
from Contracts with Customers' and IFRS 16 Leases’ on

the consolidated financial statements of the group are -
discussed below.

IFRS 9 'Finandial Instruments’

IFRS 9is effective for periods commencing on or after 1 January
2018. The standard was endorsed by the EU during 2016. The
group has not adopted this standard in preparing these
consolidated financial staternents.

IFRS 9 governs the accounting treatment for the classification and
measurement of financial instruments and the timing and extent
of credit provisioning. The standard replaces IAS 39.

Cassification of financial assets

The basis of classification for financial assets under IFRS 9is
different from that under IAS 39. Financial assets will be classified
into one of three categories: amortised cost, fair value through
profit or loss (FVTPL) or fair value through other comprehensive
income (FVOCI). The held to maturity, loans and receivables

and available for sale categories available under IAS 39 have
been removed.

The classification criteria for allocating financial assets between
categories under IFRS 9 requires the group to docurnent the
business models under which its assets are managed,

distinguishirig whether they are:

— held-tocollect;

— both held-to-collect and for sale; or

— another type of business model (eg. trading).

The groupis also required to review contractual terms and
conditions to determine whether the cash flows arising on these
assets are solely payments of principal and interest.
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The group has not identified any material differences from the
classification of financial assets under the new standard. Debt
securities currently classified as held to maturity will be classified
as amnortised cost. Other assets currently carried at amortised cost
such as cash with central banks (including deposits held with the
Bank of England) and loans and advances to banks and customers
will also continue to be classified as such. Investments in money
market funds, which are currently classified as available for sale,
will be classified as FVTPL as they are equity instrurnents. The
group does not intend to make the FVOCI election. Under this
classification, fair value gains and losses will be recognised in profit
orloss.

Impairment of finandal assets

Under IFRS 9, an expected credit loss (ECL) model replaces the
incurred loss model, meaning there no longer needs tobe a
triggering event in order to recognise impairment losses. A credit
loss provision must be made for the amount of any loss expected
to arise, whereas under IAS 39, credit losses are recognised when
they are incurred.

Under the ECL mode), a dual measurement approach applies
whereby a financial asset will attract aloss allowance equal
to either:

— 12month expected credit losses: losses resulting from possible
defaults within the next 12 months; or

— lifetime expected credit losses: losses resulting from possible
defaults over the remaining life of the financial asset.

Thelatter applies if there has been a significant deterioration in the
credit quality of the asset, albeit lifetime ECLs will always be
recognised for assets without a significant financing component.

The group has developed a detailed model for calculating ECLs on
its treasury book and investment managernent loan book. This
requires considerable judgement in developing different
economic scenarios and probability-weighting them accordingly.

The economic scenarios in the model are based on the projections
of GDP, inflation, unemployment rates, house price indices,
financial markets and interest rates as set out in the banking
system stress testing scenario published annually by the PRA In
addition, management prepare better' and ‘worse’ case economic
forecasts by adjusting the projections for the economic variables.

Under each resultant scenario, an expected credit loss is forecast
for each exposure in the treasury book and investment
management loan book The expected credit loss is calculated
based on management's estimate of the probability of default, the
loss given default and the exposure at default of each exposure
taking into account industry credit loss data, the group’s own
credit loss experience, the expected repayment profiles of the
exposures and the level of collateral held. Industry credit loss
inforrnation is drawn from data on credit defaults for different
categories of exposure published by the Council of Mortgage
Lenders and Standard & Poor's.

rathbones.com

The model adopts a staging allocation methodology, primarily
based on changes in the internal and/or external credit rating of
exposures to identify significant increases in credit risk since
inception of the exposure.

The group's trade receivables (including trust and financial
planning debtors)are generally short term and do not contain
significant financing components. Therefore, the group expects to
apply a practical expedient by using a provision matrix to calculate
lifetime expected credit losses.

Classification of financlal liabilities

Thebasis of classification for financial liabilities under [FRS 9
remains unchanged from that under IAS 39. The two categories
are amortised cost or fair value through profit or loss (either
designated as such or held for trading).

The group does not currently designate any liabilities as fair value
through profit or loss, and does not anticipate doing so. Therefore,
under IFRS 9, the group expects to classify all financial liabilities as
amortised cost, with no material impact on measurement.

Transition

In adopting IFRS 9, the group plans to take advantage of the § (]
exemption from having to restate comparative information, g §
instead recognising any differences between the previous and the g &8
new carrying amounts in opening equity and reserves. il §
Estimated impact of adoption of IFRS 9 ?
The group has assessed the estimated impact that the initial §
application of IFRS 9 will have on its consolidated financial =

statements, based on the profile of its financial instruments as at
the balance sheet date. From the work completed to date, the
group estimates that adoption of IFRS 9 will not result in any
material adjustments to opening equity, or the carrying amount of
financial assets and liabilities recognised on the balarnce sheet.

Additional expected credit loss provisions recognised under [FRS
9 are expected to be immaterial, reflecting the high credit quality of
instruments in the treasury book, the high level of security held
against the investment management loan beok and relatively low
value of trade receivables.

IFRS 15 'Reverue from Contracts with Customers’

IFRS 15 is effective for periods commencing on or after 1 January
2018 and replaces existing revenue recognition guidance, in
particular under IAS 18. The standard was endorsed by the EU
during 2016. The group has not adopted this standard early in
preparing these consolidated financial statements.

IFRS 15 changes how and when revenue is recognised from
contracts with customners and the treatment of the costs of
obtaining a contract with a customer. The standard requires that
the recognition of revenue s linked to the fulfilment of identified
performance obligations that are enshrined in the customer
contract. It also requires that the incremental cost of obtaining a
customer contract should be capitalised if that cost is expected to
be recovered.
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Notes to the consolidated financial statements continued

1 Principal accounting policies
continued

The group has considered the impact of adopting the standard, on
its existing revenue streams, as well as on its policy of capitalising
the cost of obtaining customer contracts.

Net fee and commission income

Included within net fee and commission income are initial fees,
charged by a number of group companies in relation to certain
business activities. Under IFRS 15, the group is required tomake an
assessment as to whether the work performed to earn such fees
constitutes the transfer of services and, therefore, fulfils any
performance obligation(s). If so, then these fees can be recognised
when the relevant performance obligation has been satisfied; if
not, then the fees can only be recognised in the period the services
are provided.

We have not identified any instances where the recognition of
revenue will change materially from the current treattnent in the
consolidated financial statements.

Contract costs

Under the group's current policy for capitalising contract costs,
incremental payments that are made to secure investment
managerment contracts are capitalised as client relationship
intangibles if they are separable, reliably measurable and expected
tobe recovered. The period during which such payments are
capitalised is typically 12 months, as explained in note 21.

Under IFRS 15, the scope requirements are broader such that costs
to obtain any contract with a customer should be capitalised if
those costs are incremental and the entity expects to recover them.

The group has assessed its current policy and expects to remove
the 12 month limit on capitalisation of payments to newly
recruited investrnent managers under the new standard. The
policy will be unchanged in all other respects.

The group has also identified a number of other schemes where
awards are linked to obtaining client contracts and has considered
whether any meet the new criteria for capitalising costs under
IFRS 15. The group does not believe that the adoption of the new
standard will result in any awards made under these schemes
being capitalised.

Transition

The group plans to adopt IFRS 15 using the cumulative effect
method, with the effect of initially applying the standard
recognised at the date of initial application, with no restatement of
the comparative period.

120

Estimated impact of adoption of IFRS 15

The group has assessed the estimated impact that the initial
application of IFRS 15 will have on its consolidated financial
statemnents.

From the work completed to date, the group estimates that it will
recognise a pre-tax adjustment of approximately £8 million to
opening equity, with a corresponding adjustment to client
relationship intangibles, in respect of the additional capitalisation
of payments made to investment managers.

IFRS 16 'Leases’

[FRS 16 is effective for periods commencing on or after 1 January
2019. The standard was endorsed by the EU during 2017 The
group has not adopted this standard early.

[FRS 16 eliminates the classification of leases as either operating
leases or finance leases. The group will be required to recognise all
leases with a term of more than 12 months as a right-of-use lease
asset on its balance sheet; the group will also recognise a financial
liability representing its obligation to make future lease payments.
Transition

Definition of alease

On transition to IFRS 16, the group can choose whether to:

— apply thenew definition of a lease to all its contracts as if
IFRS 16 had always applied; or

— apply apractical expedient and retain its previous assessments
of which contracts contain a lease.

The groupintends to apply the practical expedient and therefore
will not bereassessing those contracts that are not deemed to
contain a lease prior to the date of adoption.

Retmspective approadl
As alessee, the group can either apply the standard using a:
— retrospective approach; or
— modified retrospective approach with optional
practical expedients.
The group has assessed the impact of both approaches in relation
toits existing lease contracts, and plans to apply the modified
retrospective approach.
Potential impact
The group has conducted an initial quantification of the impact
of adopting the standard, based on its existing lease contracts.

The group’s total assets and total liabilities will be increased by
the recognition of lease assets and liabilities. The lease assets will
be depreciated over the shorter of the expected life of the asset
and the lease term. The lease liability will be reduced by lease

“payments, offset by the unwinding of the liability over the

lease term.
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The most significant impact is in respect of its London head office
premises. As at 31 December 2017, the group's future minimum
lease payments under non-cancellable operating leases amounted
t0 £50,602,000, on an undiscounted basis, of which £75946,000
relates toits 8 Finsbury Circus office (see note 33).

On the group's statement of comprehensive income, the profile of
lease costs will be front-loaded, at least individually, as the interest
charge is higher in the early years of a lease term as the discount
rate unwinds. The total cost of the lease over thelease term is
expected to be unchanged.

In addition to the above impacts, recognition of lease assets will
increase the group's regulatory capital requirement.

Lessor accounting

The group is not required to rnake any adjustments for leases in
which it is alessor except where it is an intermediate lessorina
sub-lease. The work to quantify the impact of being an
intermediate lessor remains ongoing.

1.4 Business combinations

Business combinations are accounted for using the acquisition
method. The consideration for each acquisition is measured at
the aggregate of the fair values (at the date of exchange) of
assets given, liabilities incurred or assumed and equity
instruments issued by the group in exchange for control of the
acquiree. Acquisition-related costs are recognised in profit or
loss as incurred.

Where applicable, the consideration for the acquisition includes
any asset or liability resulting from a contingent consideration
arrangernent, measured at its acquisition date fair value.
Subsequent changes in such fair values may arise as a result of
additional information obtained after this date about facts and
circurnstances that existed at the acquisition date. Provided they
arise within 12 months of the acquisition date, these changes are
measurement period adjustments and are reflected against the
cost of acquisition. Changes in the fair value of contingent
consideration resulting from events occurring after the acquisition
date are charged to profit or loss or other comprehensive income,
except for obligations that are classified as equity, which are not
remeasured. Such changes are irrespective of the 12 month period
from acquisition.

1.5 Goingconcemn

The directors have, at the time of approving the financial
statements, a reasonable expectation that the company and the
group have adequate resources to continue in operational
existence. In forming this view, the directors have considered the
company’s and the group’s prospects for a period exceeding 12
months. Thus they continue to adopt the going concern basis of
accounting in preparing the financial statements.
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1.6 Foreign currencies

The functional and presentational currency of the company and
its subsidiaries is sterling.

Transactions in currencies other than the relevant group entity's
functional currency are recorded at therates of exchange
prevailing on the dates of the transactions. At each balance sheet
date, monetary assets and liabilities that are denominated in
foreign currencies are retranslated at the rates prevailing on the
balance sheet date. Gains and losses arising on retranslation are
included in profit or loss for the year.

1.7 Income

Net interest income

Interest income or expense frominterest-bearing financial
instruments, except those classified as held for trading is
calculated using the effective interest method and recognised
within net interest income. Dividends received from money
market funds are included in net interest income when received.

The effective interest method is the method of calculating the
amortised cost of a financial asset or liability (or group of assets
and liabilities) and of allocating the interest income or interest
expense over the relevant period. The effective interest rate is the
rate that exactly discounts the expected future cash payments or
receipts through the expected life of the financial instrument, or
when appropriate, a shorter period, to the net carrying amount of
the instrument. The application of the method has the effect of
recognising income (or expense) receivable (or payable) on the
instrument evenly in proportion to the amount outstanding over
the period to maturity or repayment. In calculating effective
interest, the group estimates cash flows considering all contractual
terms of the financial instrument but excluding the impact of
future credit losses.
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Net fee and commission income

Portfolio or investrnent management fees, commissions
receivable or payable and fees from advisory services are
recognised on a continuous basis over the period that the related.
service is provided.

Commission charges for executing transactions on behalf of
clients are recognised when the transaction is dealt.

Initial charges receivable from the sale of unit holdings in the
group’s collective investment schemes and related rebates are
recognised at the point of sale.

Dividend income

Dividend income from final dividends on equity securities is
accounted for on the date the security becomes ex-dividend.
Interim dividends are recognised when received.
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Notes to the consolidated financial statements continued

1  Principal accounting policies
continued

1.8 Operatingleases

Lease agreements which do not transfer substantially all of the
risks and rewards of ownership of the leased assets to the group
are classified as operating leases. Payments made under operating
leases are recognised in profit or loss on a straight line basis over
the term of the lease. The impact of any lease incentives is spread
over the term of the lease.

1.9 Share-based payments

The group engages in equity-settled and cash-settled share-based
payment transactions in respect of services received from
itsemployees.

Equity-settled awards

For equity-settled share-based payments, the fair value of the
award is measured by reference to the fair value of the shares or
share options granted on the grant date. The cost of the employee
services received in respect of the shares or share options granted
is recognised in profit or loss over the vesting period, with a
corresponding credit to equity.

The fair value of the awards or options granted is determined
using a binomial pricing model, which takes into account the
current share price, the risk-free interest rate, the expected
volatility of the company’s share price over the life of the option or
award, any applicable exercise price and other relevant factors.
Only those vesting conditions that include terms related to market
conditions are taken into account in estimating fair value. Non-
market vesting conditions are taken into account by adjusting the
number of shares or share options included in the measurement
of the cost of employee services so that, ultimately, the amount
recognised int profit or loss reflects the number of vested shares or
share options, with a corresponding adjustrnent to equity. Where
vesting conditions are related to market conditions, the charges for
the services received are recognised regardless of whether or not
the market-related vesting condition is met, provided that any
non-market vesting conditions are also met. Shares purchased and
issued are charged directly to equity.

Cash-settled awards

For cash-settled share-based payments, a liability is recognised for
the services received to the balance sheet date, measured at the
fair value of the liability. At each subsequent balance sheet date
and at the date on which the liability is settled, the fair value of the
liability is remeasured with any changes in fair value recognised in
profit or loss.
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110 Taxation

Current tax

Current tax is the expected tax payable or receivable on net
taxable income for the year. Current tax is calculated using tax
rates enacted or substantively enacted by thebalance sheet date,
together with any adjustment to tax payable or receivable in
respect of previous years.

Deferred tax

Deferred tax is accounted for under the balance sheet liability
method in respect of temporary differences using tax rates (and
laws) that have been enacted or substantively enacted by the
balanice sheet date and are expected to apply when the liability is
settled or when the asset is realised. Deferred tax liabilities are
recognised far all temporary differences and deferred tax assets
are recognised to the extent that it is probable that taxable profits
will be available against which deductible temporary differences
may be utilised, except where the temporary difference arises:

— from the initial recognition of goodwill;

— from theinitial recognition of other assets and liabilities in a
transaction, which affects neither the tax profit nor the
accounting profit, other than in a business combination; or

— inrelationto investments in subsidiaries and associates, where
the group s able to control the reversal of the temporary
difference and it is the group's intention not toreverse the
temporary difference in the foreseeable future.

Deferred tax assets and liabilities are offset when they relate to
income taxes levied by the same taxation authority and the group
intends to settle its current tax assets and liabilities on a net basis.

111 Cashand cash equivalents
Cash comprises cash in hand.
Cash equivalents comprise money market funds which are

realisable on dernand and loans and advances to banks with a
maturity of less than three months from the date of acquisition.

For the purposes of the consolidated statement of cash flows, cash
and cash equivalents consist of cash and cash equivalents as
defined above, net of outstanding bank overdrafts.

112 Financial assets

Initial recognition

Financial assets are initially recognised at fair value.
Classification and subsequent valuation

Financial assets are classified in the following categories:

— atfair value through profit or loss
Financial instruments are classified in this category if they are
held for trading or if they are designated in this category by the
.group. Finandial assets held at fair value through profit or loss
-are carried at fair value, with gains and losses arising from
changes in fair value taken directly to profit or loss.
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— Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an
active market, They arise when the group provides money,
goods or services to a debtor or purchases a loan or other
debtor with no intention of trading the receivable. Loans and
receivables are measured at amortised cost using the effective
interest method (note 1.7), less any impairment.

If the fair value of the loan on initial recognition is lower than
the amount advanced, the shortfall is charged to profit or loss.

" Held to maturity

Held to maturity investments are non-derivative financial
assets with fixed or determinable payments and fixed
maturities (other than those that meet the definition of loans
and receivables or that the group has classified as available for
sale or fair value through profit or loss) that the group has the
positive intention and ability to hold to maturity. Held to
maturity investments are measured at amortised cost using
the effective interest method (note 1.7), less any impairment.

Available for sale

Available for sale financial assets are non-derivative
financial assets that are either designated in this category or
not classified in any of the other categories. Available for sale
investments are those intended to be held for an indefinite
period of time, and which may be sold in response to needs
for liquidity or changes in interest rates, exchange rates or
equity prices.

Available for sale financial assets are subsequently carried at
fair value. Gains and losses arising from changes in the fair
value of available for sale financial assets are recognised in
other comprehensive income and presented in the available
for sale reserve in equity. When the financial asset is sold,
derecognised or impaired, the cumulative gain or loss
previously recognised in equity is recycled to profit or loss.

The group recognises transfers between levels of the fair value
hierarchy at the end of the reporting period during which the
change has occurred.

Impairment of financial assets
— Financial assets carried at amortised cost

If there is objective evidence that a financial asset carried at
amortised cost, or a group of such financial assets, has suffered
an impairment loss, the recoverable amount of the asset, or
group of assets, is estimated in order to determine the extent of
the impairment loss. The group measures the amount of the
impairment loss as the difference between the carrying
amount of the asset, or group of assets, and the present value of
estimated future cash flows from the asset, or group of assets,
discounted at the effective interest rate of the asset, or group of
assets, at initial recognition. The present value of estimated
future cash flows excludes the impact of future credit losses
that have not been incurred. Any impairment loss is
recognised in profit or loss.

Allimpairment 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 profit or loss.

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.

— Finandal assets carried at fair value

When a decline in the fair value of a financial asset classified as
available for sale has been recognised in other comprehensive
income and there is objective evidence that the asset is
impaired, the cumulative loss is removed from equity and
recognised in profit or loss. Theloss is measured as the
difference between the amortised cost of the financial asset
and its current fair value. Impairment losses on available for
sale equity instruments are not reversed through profit or loss,
but those on available for sale debt instruments are reversed, if
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Trade date accounting

Financial assets, excluding loans and receivables, are recognised
on trade date, being the date on which the group commits to
purchase the asset. Loans and receivables are recognised when
cashis advanced to the borrowers.

thereis an increase in fair value that is objectively related to a
subsequent event.

113 Property, plaht and equipment

Financial assets are derecognised when the rights to receive cash
flows have expired or the group has transferred substantially all
therisks and rewards of ownership.

Fair value measurement

All property, plant and equipment is stated at historical cost, which
includes directly attributable acquisition costs, less accumulated
depreciation and impairment losses. Depreciation is charged so as
to write off the cost of assets to their estimated residual value over
their estimated useful lives, using the straight line method, on the
following bases:

The fair values of quoted financial instruments in active markets
are based on current bid prices. If an active market for a financial
asset does not exist, the group establishes fair value by using
valuation techniques. These include the use of recent arm's

length transactions, discounted cash flow analysis, option pricing

models and other valuation techniques commonly used by

— leasehold improvements: over the lease termm; and
— plant, equipment and computer hardware: over three to

10 years.

The assets'residual lives are reviewed, and adjusted if appropriate,

market participants.

rathbones.com

at each balance sheet date. Gains and losses on disposals are
determined by comparing proceeds with the carrying amount

and these are included in profit or loss.
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Notes to the consolidated financial statements continued

1 Principal accounting policies
continued

114 Intangible assets

Goodwill .

Goodwill arises through business combinations and represents
the excess of the cost of acquisition over the group's interest in the
fair value of the identifiable assets, liabilities and contingent
liabilities of a business at the date of acquisition.

Goodwill is recognised as an asset and is allocated to groups of
cash generating units. Cash generating units are identified as the
smallest identifiable group of assets that generates cash inflows
that are largely independent of the cash inflows from other assets
or groups of assets.

On disposal of a subsidiary the attributed amount of goodwill that
has not been subject to impairment is included in the
determination of the profit or loss on disposal.

Goodwill arising on acquisitions before 1 January 2004, being
the date of the group's transition to IFRS, has been retained at
the previous UK GAAP carrying amounts and is tested for
imnpairrnent anrally.

Client relationships :

Client relationships acquired as part of a business combination are
initially recognised at fair value (note 14). Determining whether a
transaction that involves the purchase of client relationships is
treated as abusiness combination or a separate purchase of
intangible assets requires judgement. The factors that the group
takes into consideration in making this judgement are set outin
note 21

Individually purchased client relationships are initially recognised
at cost. Where a transaction to acquire client relationship
intangibles includes an element of variable deferred consideration,
an estimate is made of the value of consideration that will
ultimately be paid. The client relationship intangible recognised on
the balance sheet is adjusted for any subsequent change in the
value of deferred consideration Note 21 sets out the approach
taken by the group where judgement is required to determine
whether payments made for the introduction of client
relationships should be capitalised as intangible assets or charged .
to profit or loss.

Client relationships are subsequently carried at the amount
initially recognised less accumulated amortisation, which is
calculated using the straight line method over their estimated
useful lives (normally 10 to 15 years, but not more than 15 years).

Computer software and software development costs

Costs incurred to acquire and bring to use computer software
licences are capitalised and amortised through profit or loss over
their expected useful lives (three to four years).
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Costs that are directly associated with the production of
identifiable and unique software products controlled by the group
arerecognised as intangible assets when the group is expected to
benefit from future use of the software and the costs are reliably
measurable. Other costs of producing software are charged to
profit or loss as incurred. Computer software development costs
recognised as assets are amortised using the straight line method
over their useful lives (not exceeding four years).

115 Impairment of goodwill and intangible assets

At each balance sheet date, the group reviews the carrying
amounts of its intangible assets to determine whether thereis any
indication that those assets have suffered an impairment loss. If
any such indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment loss
(if any). Where the asset does not generate cash flows that are
independent from other assets, the group estimates the
recoverable amount of the cash generating unit to which the asset
belongs. The recoverable amount is the higher of fair value less
costs to sell and value-in-use. In assessing value-in-use, the
estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market
assessments of the time value of money.

Goodwill is tested for impairment at least annually. For the
purposes of impairment testing, goodwill is allocated to the
group's cash generating units. The carrying amount of each cash
generating urit is compared toits value-in-use, calculated using a
discounted cash flow method. If the recoverable amount of the
cash generating unit is less than the carrying amount of the unit,
the impairment loss is allocated first to reduce the carrying
amount of the unit and then to the other assets of the unit pro-rata
on the basis of the carrying amount of each asset in the unit.

Client relationship intangibles are tested for impairment by
comnparing the fair value of funds under management for each
individually acquired client relationship (or. for client relationships
acquired with a business combination, each acquired portfolio of
clients) with their associated amortised-value. An examnple of
evidence of impairment would be lost client relationships. In
determining whether a dient relationship is lost, the group
considers factors such as the level of funds withdrawn and the
existence of other retained family relationships. When client
relationships are lost, the full amount of unamortised cost is
recognised immediately in profit or loss and the intangible asset
is derecognised.

If the recoverable amount of any asset other than client
relationships or goodwill is estimated to beless than its carrying
amount, the carrying amount of the asset isreduced toits
recoverable amount.

Any impairment loss is recognised immediately in profit orloss.
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116 Finandal liabilities

Financial liabilities are initially recognised at fair value and
classified as fair value through profit or loss (if designated as such
or if held for trading) or at amortised cost. The group derecognises
financial liabilities when its contractual obligations are discharged
or cancelled, or expire.

The group has not designated any liabilities as fair value through
profit or loss and holds no liabilities as held for trading,

Deposits and borrowings

After initial recognition, deposits and borrowings, except deposits
on demand, are subsequently measured at arnortised cost using
the effective interest rate method through net interest income
(note 1.8). Amortised cost is calculated by taking into accournt any
issue costs and any discounts or premiums on settlement.
Deposits on demand continue tobe held at face value.

117 Provisions and contingent liabilities

Provisions are recognised when the group has a present obligation
(egal or constructive) as a result of a past event and it is probable
that an outflow of econornic benefits, that can bereliably
estimated, will occur. Provisions are measured at the present value
of the expenditures expected to be required to settle the
obligation, discounted using a pre-tax rate that reflects current
market assessments of the time value of money and the risks
specific to the obligation.

Contingent liabilities are possible obligations that depend on the
outcome of uncertain future events or those present obligations
where the outflows of resources are uncertain or cannot be
measured reliably. Contingent liabilities are not recognised in the
financial statements but are disclosed unless the likelihood of
crystallisation is judged to be remote.

118 Retirement benefit obligations on retirement
benefit schemes

The group's net liability in respect of defined benefit pension plans
is calculated separately for each plan by estimating the amount of
future benefit that employees have earned in return for their
service in the current and prior years; that benefit is discounted to
determine its present value, and the fair value of any plan assets
(at bid price) are deducted. Any asset resulting from this
calculation is limited to the present value of available refunds and
reductions in future contributions to the plan.

- The cost of providing benefits under defined benefit plans is
determined using the projected unit credit method, with
actuarial valuations being carried out at each balance sheet date.
Net remeasurements of the defined benefit liability are
recognised in full in the period in which they occur in other
comprehensive income.

Past service costs or gains are recognised immediately in the
period of a plan amendment.
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The amount recognised in the balance sheet for death in service
benefits represents the present value of the estimated obligation,
reduced by the extent to which any future liabilities will be met by
insurance policies.

The company determines the net interest on the net defined

‘benefit liability for the year by applying the discount rate used to

measure the defined benefit obligation at the beginning of the year
to the net defined benefit liability.

Contributions to defined contribution retirement benefit schernes
are charged to profit or loss as an expense as they fall due.

119 Segmental reporting

The group determines and presents operating segments based on
the information that is provided internally to the group executive
committee, which is the group’s chief operating decision maker.
Operating segments are organised around the services provided to
clients; a description of the services provided by each segment is
given in note 3. No operating segments have been aggregated in
the group's financial statements,

Transactions between operating segments are reported within the
income or expenses for those segments; intra-segment incorne
and expenditure is eliminated at group level. Indirect costs are
allocated between segments in proportion to the principal cost
driver for each category of indirect costs that is generated by

each segment.

120 Fiduciary activities

The group commonly acts as trustee and in other fiduciary
capacities that result in the holding or placing of assets.on behalf
of individuals, trusts, retirement benefit plans and other
institutions. Such assets and income arising thereon are excluded
from these financial statements, as they are not assets of the
group. Largely as a result of cash and settlement processing, the
group holds money on behalf of some clients in accordance with
the Client Money Rules of the Financial Conduct Authority, the
Jersey Financial Services Commission and the Solicitors’ Accounts
Rules issued by the Solicitors Regulation Authority, as applicable.
Such monies and the corresponding amounts due to clients are
not shown on the face of the balance sheet as the group isnot
beneficially entitled to them.

121 Finandal guarantees

The group provides a limited number of financial guarantees,
which are backed by assets in clients’ portfolios. Financial
guarantees are initially recognised in the balance sheet at fair
value. Guarantees are subsequently measured at the higher of the
best estimate of any amount to be paid to settle the guarantee and
the amount initially recognised less curnulative amortisation,
which is recognised over the life of the guarantee.
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Notes to the consolidated financial statements continued

2 (Critical accounting judgements
and key sources of estimation
and uncertainty

The group makes estimates and assumptions that affect the

reported amounts of assets and liabilities within the next financial

year. Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be reasonable
under the circumstances.

21 (Client relationship intangibles (note 21)

Client relationship intangibles purchased through corporate
transactions

When the group purchases client relationships through
transactions with other corporate entities, a judgement is made as
to whether the transaction should be accounted for as a business
combination or as a separate purchase of intangible assets. In
making this judgement, the group assesses the assets, liabilities,
operations and processes that were the subject of the transaction
against the definition of a business in IFRS 3. In particular,
considetation is given to the scale of the operations subject to the
transaction, whether ownership of a corporate entity has been
acquired and to whom any amounts payable under the
transaction are payable, among other factors.

Payments to newly recruited investment managers

The group assesses whether payments made to newly recruited
investrnent managers under contractual agreements represent
payments for the acquisition of client relationship intangibles or
rernuneration for ongoing services provided to the group. If the
client relationships introduced are judged to be capable of being
sold separately and the corresponding payments are judged to be
reliably measurable and have a high probability of recoverability
then they are capitalised as client relationship intangibles.
Otherwise, they are judged to be in relation to the provision of
ongoing services and are expensed in the period in which they are
incurred. Upfront payments made to investment managers upon
jolning are expensed as they are not judged to be incrernental
costs for acquiring the client relationships.

The group determines a suitable period during which awards
accruing to new investment managers are capitalised. Typically,
this will be for the period ending up to 12 months after the
cessation of any non-compete period. After the defined period has
elapsed, any payments made are charged to profit or loss.

During the year the group capitalised £2743,000 of payments
made to investment managers and expensed £5,094,000

(2016: £7926,000 capitalised and £4,005000 expensed).
Areduction in the capitalisation periocd by one month would
decrease client relationship intangibles by £281,000 and decrease
profit before tax for the year by £281.000 (2016: £617,000 and
£617,000 respectively).
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Amortisation of client relationship intangibles

The group makes estimates as to the expected duration of client
relationships to determine the period over which related
intangible assets are amortised. The amortisation period is
estimated with reference to historical data on account closure
rates and expectations for the future. During the year client
relationship intangible assets were amortised over a 10 to 15 year
period. Amortisation of £11,433000 (2016: £11594,000) was
charged during the year. A reduction in the average amortisation
period of one year would increase the amortisation charge by
approximately £1,076,000 (2016: £1,100,000). At 31 December 2017,
the carrying value of client relationship intangibles was
£88,511,000 (2016: £97,201,000).

2.2 Retirement benefit obligations (note 27)

The group makes estimates about a range of long term trends and
market conditions to determine the value of the surplus or deficit
on its retirement benefit schemes, based on the group’s
expectations of the future and advice taken from qualified
actuaries. Long term forecasts and estimates are necessarily highly
judgermnental and subject to risk that actual events may be
significantly different to those forecast. If actual events deviate
from the assumptions made by the group then the reported
surplus or deficit in respect of retirement benefit obligations may
be materially different.

The principal assurmptions underlying the reported deficit of
£15,600,000 (2016: £39,455,000 deficit) and inforration on the
sensitivity of the retirement benefit obligations to changes in
underlying estimates are set out in note 27.

23 Head office relocation (notes 9 and 25)

During the year, the group moved its head office to 8 Finsbury
Circus, vacating 1 Curzon Street but retaining lease commitments
until September 2023, This triggered recognition of a provision for
the net cost of the surplus property at 1 Curzon Street until the end
of the existing leases.

The value of the onerous lease provision is dependent on
assumptions about the amount and timing of the cash flows tobe
received under any sublet agreement or assignment of the leases.

During the year, the group recognised an onerous lease provision,
including the effect of discounting, of £16,265,000 (2016: £nil).

At 31 December 2017, the outstanding provision stood at
£11,478,000. Allowing for alternative assumptions about the
duration of any void period; any rent-free periods offered and
any discount on the passing rent, the onerous lease provision

at 31 December 2017 could reasonably fall within the range of
£7,600,000 to £15100,000.
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3 Segmental information

For management purposes, the group is organised into two operating divisions: Investment Management and Unit Trusts. Centrally
incurred indirect expenses are allocated to these operating segments on the basis of the cost drivers that generate the expenditure,
principally, the headcount of staff directly involved in providing those services from which the segment earns revenues, the value of
funds under management and the segment's total revenue. The allocation of these costs is shown in a separate column in the table
below, alongside the information presented for internal reporting to the group executive comimittee, which is the group's chief operating
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dedision maker.
Investment
Management Unit Trusts. Indirect expenses Total
31 December 2017 £000 £000 £000 £000
Net investment management fee income 189,465 28,020 - 217,485
Net commission income 38,729 - - 38,729
Net interest income 11,594 - - 11,594
Fees from advisory services and other income 14,831 3.410 - 18,241
Underlying operating income 254,619 31.430 - 286.049
Staff costs - fixed (59.457) (3.040) (25,294) (87.791)
Staff costs - variable (40.240) (7.246) (5.843) (53.329)
Total staff costs (99.697) (10,286) (31.137) (141,120)
Other direct expenses (21,893) (4.415) (31.101) (57.409)
Allocation of indirect expenses (56.188) (6.050) 62,238 -
Underlying operating expenses (177.778) (20.751) - (198.529)
Underlying profit before tax 76,841 10,679 - 87,520
Charges in relation to client relationships and goodwill (note 21) (11,716) - - (11,716)
Acquisition-related costs (note 8) (1.273) .- (4.905) (6.178)
Segment profit before tax 63.852 10,679 (4.905) 69.626
Gain on plan amendment of defined benefit pension schemes (note 27) 5,523
Head office relocation costs (note 9) (16.248)
Profit before tax attributable to equity holders of the company 58,901
Taxation (note 11) . (12,072)
Profit for the year attributable to equity holders of the company 46,829
fnvestment
Management Unit Trusts Total
£000 £000 £000
Segment total assets 2,659,723 74,672 2,734,395
Unallocated assets 4,455
Total assets 2,738.850
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Notes to the consolidated financial statements continued

3 Segmental information continued

Investment Unit Indirect

Management Trusts expernses Total
31 Decesnber 2016 £000 £000 £000 £000
Net investment management fee income- 163,268 21,532 - 184,800
Net commission incorme 38904 - - 38904
Net interest income 11571 - - 11571
Fees from advisory services and other income 12578 3430 - 16.008
Underlying operating income 226321 24,962 - 251.283
Staff costs - fixed (57.613) (3.020) (19123) (79.756)
Staff costs - variable (32437) (5.333) (7.210) (44.980)
Total staff costs (90.050) (8353) (26.333) (124,736)
Other direct expenses (22.882) (5.355) (23430) (51,667)
Allocation of indirect expenses (47.184) (2.579) 49763 -
Underlying operating expenses (160.116) (16.287) - (176,403)
Underlying profit before tax 66,205 8675 - 74,880
Charges in relation to client relationships and goodwill (note 21) (11,735) - - (11,735)
Acquisition-related costs (note 8) (5,985) - - (5.985)
Segment profit before tax 48485 8675 - 57,160
Head office relocation costs (note 9) (7.031)
Profit before tax attributable to equity holders of the company 50,129
Taxation (note 11) (11972
Profit for the year attributable to equity holders of the company 38157

Investment Unit
Management Trusts Total
£000 £000 £000
Segment total assets 2340973 54912 2,395,885
Unallocated assets 8128
Total assets 2404.013
The following table reconciles underlying operating income to operating income:
2017 2016
£000 £000

Underlying operating income

Gain on plan amendment of defined benefit pension schemes (note 27)

286,049 251,283
5,523

291,572 251,283

Operating income

The following table reconciles underlying operating expenses to operating expenses:

2017 2016
£000 £000
Underlying operating expenses 198,529 176,403
Charges in relation to client relationships and goodwill (note 21) 11,716 11735
Acquisition-related costs (note 8) 6.178 5985
Head office relocation costs (note 9) 16.248 7,031
Operating expenses 232,671 201,154
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Geographic analysis

The following table presents operating income analysed by the geographical location of the group entity providing the service:

2016
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2017
£:000 £000
United Kingdom . 280,892 241,882
Jersey 10.680 9,401
Operating income 291,572 251,283
The following is an analysis of the carrying amount of non-current assets analysed by the geographical location of the assets:
2017 2016
£'000 £000
United Kingdom ) 173.496 178172
Jersey 4,938 5610
Non-current assets : 178,434 183782
Major clients
The group is not reliant on any one client or group of connected clients for generation of revenues.
4 Netinterest income
2017 2016
£000 ‘£000
interestincome
Cash and balances with central banks 3,963 3293
Held to maturity investment securities 4,242 6.014
Available for sale investment securities 808 368
Loans and advances to banks 1,409 1,202
Loans and advances to customers 3.079 3013
13,501 13,890
Interest expense .
Banks and customers (631) (1.050)
Subordinated loan notes (see note 26) (1.276) (1,269)
(1,907) (2319)
Net interestincome 11,594 11,571
‘5 Net fee and commission income
2017 2016
£000 £000
Fee and commission income
Investment Management ) 256,476 225937
Unit Trusts 35,558 27,255
: 292,034 253,192
Fee and commission expense
Investment Management (17,293) (13.558)
Unit Trusts (5.422) (4.378)
(22.715) (17.936)
Net fee and commission income . 269,318 235.256

rathbones.com
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Notes to the consolidated financial statements continued

6 Net trading and other operating income

Net trading income
Net trading income of £3,071.000 (2016: £3103,000) comprises Unit Trusts net dealing profits.

Other operating income

Other operating incorne of £2,065000 (2016: £1,353.000) comprises dividend income from available for sale equity securities, rental
income from sub-leases on certain properties leased by group companies and sundry income:

7 Operating expenses

2017 2016

£'000 £000
Staff costs (note 10) 141,120 124735
Depreciation of property. plant and equipment 3,619 2846
Amortisation of internally generated intangible assets (note 21) ) 492 421
Amortisation of purchased software (note 21) 2,809 2969
Auditor's remuneration {see below) 857 758
Netimpairment charges on impaired loans and advances (note 16) 1 9
Operating lease rentals 8,221 6,580
Other . 41.410 38.085
Other operating expenses 198,529 176403
Charges in relation to client relationships and goodwill (note 21) 11,716 11,735
Acquisition-related costs (note 8) 6,178 5985
Head office relocation costs (note 9) 16.248 7031
Total operating expenses 232,671 201,154
Amore detailed analysis of auditor's remuneration is provided below:

2017 2016

£000 £000
Fees payable to the company's auditor for the audit of the company’s annual financial statements 136 165
Fees payable to the company's auditor and their associates for other services to the group:
- audit of the company's subsidiaries pursuant to legjslation 280 233
- audit-related assurance services 297 199
— tax compliance services 25 55
— other services 119 106

. 857 758.

Of the above, audit-related services for the year totalled £713000 (2016: £597.000).
Fees payable for the audit of the company’s annual financial statements include £39,000 (2016: £62.000) relating to prior year audit work.

Fees for audit-related assurance services include £208 000 for the provision of assurance reports to our regulators and review of the
interim staterment (2016: £111,000). Fees for other services include advice in relation to the pension schemes, a qualified intermediary
compliance review and work related to the merger discussions.
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8 Acquisition-related costs

Costs relating to merger discussions with Smith & Williamson

The group incurred professional services costs of £4.905,000 in relation to the merger discussions with Smith & Wllhamson On 31 August
2017, the group announced that these discussions had been terminated.

Costs relating to the acquisition of Vision Independent Financdial Planning and Castle Investment Solutions

The group has incurred the following costs in relation to the 2015 acquisition of Vision Independent Financial Planning and
Castle Investment Solutions, summarised by the classification with the income statement:

2017 2016
£'000 .£'000
Staff costs 1,026 5418
Interest expense 247 120
Legal and advisory fees - 447
Acquisition-related costs 1,273 5985

‘Amounts reported in staff costs relate to deferred payments to previous owners who remain in employment with the acquired companies.

9 Head office relocation

On 6 January 2016, the group exchanged contracts for five 17-year leases for a total of 75,000 sq ft of office space at 8 Finsbury Circus.
The group began recognising costs relating to rent and dilapidations on the new premises from the date the leases began, 13 May 2016.

The moveto the 8 Finsbury Circus office concluded on 13 February. 2017, which triggered recognition of a provision for the net cost of the
surplus property at 1 Curzon Street until the end of the existing lease (see note 25).

During the year ended 31 Decernber 2017, incremental costs of £16,248000 (2016: £7,031,000) were incurred as aresult of the decision to
move the head office to 8 Finsbury Circus. These incremental costs were as follows:

2017 2016

£'000 £000

Rental costs for 8 Finsbury Circus prior to occupancy 536 3328
Accelerated depreciation charge for 1 Curzon Street . 779 2,745
Provision for dilapidations 248 739
Charge in relation to onerous lease provision (note 25) 16,265 -
Release of rent free period and landlord contribution on recognition of the onerous lease provision ) (2,148) -
Professional and other costs 568 219
16.248 7.031
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Notes to the consolidated financial statements continued

10 Staff costs
2017 2016
£:000 £000
Wages and salaries 113,719 99,543
Social security costs ‘ 14,695 12,298
Equity-settled share-based payments 4,120 4352
Cash-settled share-based payments. (249) 849
Pension costs (note 27): )
— defined benefit schemes 2,575 3,058.
— defined contribution schemes 6.260 4635
8.835 7.693

141,120 124735

The average number of employees, on a full time equivalent basis, during the year was as follows:

. 2017 2016
Investment Management:
— investment management services 734 698
— advisory services - 92 82
Unit Trusts 28 27
Shared services 293 259
1,147 1.066
11 Income tax expense
2017 2016
£000 £000
Current tax:
— charge for the year 13,466 12366
- adjustments in respect of prior years (303) (177)
Deferred tax (note 20): )
— credit for the year (1.034) (233)
— adjustments in respect of prior years (57) 16
12,072 11972

The tax charge is calculated based on our best estimate of the amount payable as at the balance sheet date. Any subsequent differences
between these estimates and the actual amounts paid are recorded as adjustments in respect of prior years.

The tax charge on profit for the year is higher (2016: higher) than the standard rate of corporation tax in the UK of 1929 (2016: 20.0%). The
differences are explained below:

2017 2016
£000 £000

Tax on profit from ordinary activities at the standard rate of 19.2% (2016: 20.0%) effects of: 11,338 10026
— disallowable expenses 1,045 958
— share-based payments ' (79) (72)
— tax on overseas earnings (230) (183)
— adjustments in respect of prior year (360) {161)
- deferred payments to previous-owners of acquired companies (note 8) 247 1237
— other (28) 63
Effect of change in corporation tax rate on deferred tax 139 104
12,072 11972
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12 Dividends

2017 2016
£:000 £000

Amounts recognised as distributions to equity holders in the year:
— final dividend for the year ended 31 December 2016 of 36.0p (2015:34.0p) per share 18,236 16,336
— interim dividend for the year ended 31 December 2017 of 22.0p (2016: 21.0p) per share 11,184 10143
Dividends paid in the year of 58.0p (2016: 55.0p) per share 29,420 26479
Proposed final dividend for the year ended 31 December 2017 of 38.0p (2016: 36.0p) per share 19,245 18124

An interim dividend of 22.0p per share was paid on 3 October 2017 to shareholders on the register at the close of business on 8 September
2017 (2016: 21.0p).

A final dividend dedlared of 39.0p per share (2016: 36.0p) is payable on14 May 2018 to shareholders on the register at the close of business
on 20 April 2018. The final dividend is subject to approval by shareholders at the Annual General Meeting on 10 May 2018 and has not
been included as a liability in these financial statemerits.

13 Earnings per share

Earnings used to calculate earnings per share on the bases reported in these financial statements were:

2017 2016

Pre-tax Taxation Past-tax Pre-tax Taxation Post-tax

£000 £000 £000 £000 £:000 £000

Underlying profit attributable to shareholders 87.520 (17,426) 70,094 74880 (15816) 59064
Gain on plan amendment of defined benefit pension schemes (note 27) 5523 (1,063) 4.460 - - -
Charges in relation to dlient relationships and goodwill (note 21) (11,716) 2,255 (9,461) (11.735) 2347 (9388)
Acquisition-related costs (note 8) (6.178) 944 (5,234) (5985) 91 (5.894)
Head office relocation costs (note 9) (16.248) 3,218 (13,030) (7.031) 1406 (5625)
Profit attributable to shareholders 58,901 (12,072) 46,829 50129 (11972) 38157

Basic earnings per share has been calculated by dividing profit attributable to shareholders by the weighted average number of shares in
issue throughout the year, excluding own shares, of 50.493,984 (2016: 48.357.728).

Diluted earnings per share is the basic eamings per share, adjusted for the effect of contingently issuable shares under the Executive
Incentive Plan, employee share options remaining capable of exercise and any dilutive shares to be issued under the Share Incentive Plan,
all weighted for the relevant period:

SuBWNEIS
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2017 2016
Weighted average number of ordinary shares in issue during the year - basic 50,493,984 48357728
Effect of ordinary share options/Save As You Earn 188,549 114415
Effect of dilutive shares issuable under the Share Incentive Plan 59,030 37,186
Effect of contingently issuable shares under the Executive Incentive Plan ) 228,702 260655
Diluted ordinary shares 50,970,265  48769.984
2017 2016
Underlying earnings per share for the year attributable to equity holders of the company:
— basic : 138.8p 1221p
— diluted 137.5p 121.1p
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14 Cash and balances with central banks

2017 2016

£000 £000
Cash in hand 2 3
Balances with central banks 1,375.380 1,075,670

1,375,382 1075673
The fair value of balances with central banks is not materially different from their carrying amount. The impact of credit risk is not material.

2017 2016
£:000 £000

Repayable:
— ondemand 1,374,002 1,075.003
— 1year or less but over 3 months 1,380 670

1,375.382° 1075673

Amounts include balances with:

— variable interest rates 1,374,000 1,075,000

— -pon-interest-bearing 1,382 673
1,375.382 1.075.673

15 Loans and advances to banks

2017 2016
£:000 £000

Repayable:

— ondemand 75.826 73844

— 3months or less exduding on demand 11,183 10,000

— tyearor less but over 3 months 30.244 30226

— Syears or less but over 1 year - 18

117,253 114088

Amounts include loans and advances with:

— variable interest rates 75.734 73.766
— fixed interest rates 41,183 40,000
—_non-interest-bearing 336 322

117,253 114088

The fair value of loans and advances is not materially different to their carrying amount. Fair value has been calculated as the discounted
amount of estimated future cash flows expected to be received using current market rates. The impact of credit risk is not material

Loans and advances to banks included in cash and cash equivalents at 31 Decernber 2017 were £87,009,000 (note 36) (2016: £83,844,000).

The group’s exposure to credit risk arising from loans and advances to barks is described in note 31.

16 Loans and advances to customers

2017 2016
£000 £000

Overdrafts ’ ' . 4,621 3740
Investment management loan book ' 120,509 106.335
Trust and financial planning debtors 1,048 855
Other debtars 35 21

126,213 110951

The fair value of loans and advances to customers is not materially different to their carrying amount. Fair value has been calculated as the
discounted amount of estimated future cash flows expected to be received using current market rates. Debtors arising frorm the trust and
financial planning businesses are non-interest-bearing:
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2017

2016
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£000 £000
Repayable:
- ondemand 4,732 3821
— 3months or less excluding on demand 13.312 21,214
— 1year or less but over 3 months 42,519 43884
— 5years or less but over 1 year 65,716 41753
— greater than 5 years - 370
Less: allowance for losses on loans and advances (see below) (66) (91)
126,213 110951
Amounts include loans and advances with:
— variable interest rates 125,046 . 110051
— non-interest-bearing 1,167 900
126,213 110951
No overdrafts or investment management loan book balances were impaired as at 31 December 2017 (2016: none impaired).
Allowance for losses. The group's exposure to credit risk arising from loans and advances to customers is deseribed in note 31.
17 Investment securities
Available for sale securities
2017 2016
£'000 £000
Equity securities - at fair value:
- listed 2,565 1864
Money market funds - at fair value:
-~ unlisted 106.747 103,557
109,312 105421
Held to maturity securities
2017 2016
£000 £000
Debt securities - at amortised cost:
— unlisted 701,966 700,000
701,966 700,000

Allheld to maturity debt securities are due to mature within one year (2016 all).

Available for sale securities include money market funds and direct holdings in equity securities. Equity securities comprises units in
Rathbone Unit Trust Management managed funds. Equity securities do not bear interest. Money market funds, which declare daily

dividends that are in the nature of interest at a variable rate and which are realisable on dernand, have been included within cash

equivalents (note 36).
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17 Investment securities continued
The change in the group’'s holdings of investment securities in the year is summarised below.

Available Held to

for sale maturity Total

£'000 £000 £000

At 1 January 2016 53386 707,745 761,131
Additions 97.658 905,000 1,002,658
Disposals (sales and redemptions) (53.859) (812745) (966,604)
Foreign exchange movements 8143 - 8143
Gain from changes in fair value 93 - g3
At 1 January 2017 105.421 700.000 805.421
Additions 36.248 745,867 782,115
Disposals (sales and redemptions) (27.416) (742,421) (769,837)
Foreign exchange movements (5.104) (1,480) (6.584)
Gain from changes in fair value 163 - 163
At 31 December 2017 109,312 701,966 811,278

Included within available for sale securities are additions of £699,000 (2016: £701,000) and £160.000 (2016: £nil) of disposals of financial

instruments that are not dlassified as cash and cash equivalents.

18 Prepayments, accrued income and equipment

2017 2016
£'000 £000
Work in progress 1,461 1,530
Prepayments and other assets 12,396 12020
Accruedincome 60,588 52160
74.445 65,710
19 Property, plant and equipment
Short term
leasehold Plant and
imp: quip Total
£000 £000 €000
Cost
At 1 January 2016 13036 15131 28167
Additions . 38,729 2446 12,175
Disposals - (216) (216)
At 1 January 2017 ‘22,765 17,361 40,126
‘Additions. 1,940 2,325 4,265
Disposals . . - (1,970) (1,970)
At 31 December 2017 . 24,705 17.716 42,421
Depreciation
At 1 January 2016 5991 12170 18161
Charge for the year 3.870 1721 5591
Disposals - (216) (216)
At 1 January 2017 9,861 13.675 23,536
Charge for the year 2,436 1,962 4,398
Disposals . - (1,970) (1.970)
At 31 December 2017 ' 12,297 13,667 25,964
Carrying amount at 31 December 2017 12,408 4.049 16.457
Carrying amount at 31 December 2016 12904 3.686 16,590
Carrying amount at 1 January 2016 7.045 2961 10,006
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20 Net deferred tax asset

The Finance Bill 2016 contained legislation to reduce the UK corporation tax rate to 17.0% in April 2020 and was substantively enacted in
Septernber 2016. Deferred income taxes are calculated on all temporary dJﬂ‘eJences under the liability method using the rate expected to
apply when the relevant timing differences are forecast to unwind. .

The movement on the deferred tax account is as follows:

sjuawiels

[epueUY pajepilosuo)

! Deferred Staff- Available
capital Share-based related for sale intangible
il es Pensi pay costs securities assets Total

£000 £000 £000 £000 £000 £000 £000
As at1 January 2017 1,122 6,705 1,264 2,320 (30) (780) 10.601
Recognised in profit or loss in respect of:
— current year (38) (1.264) 57) 2,434 - 99 1,174
— prior year 196 .- - (139) - - 57
— changeinrate 4 148 4 (284) - 12) (140)
Total 162 (1.116) (53) 2,011 - 87 1,091
Recognised in other compréhensive incomein

respect of:
— current year - (3.327) - - 23) - (3.350)
— prior year - - . - - - -
— changeinrate - 388 - - 3 - 391
Total - (2.939) - - (20) - (2.959)
Recognised in equity in respect of: o .
— current year - - 318 - - - 318
— prior year - - 10 - - - 10
— changein rate - - - - - - -
Total - - 328 - - - 328
As at 31 December 2017 1,284 2,650 1,539 4,331 (50) (693) 9,061
Deferred ' Staff- Aviilable
capital Share-based related for sale Intangible
1l e F i pay costs securities assets Total

£000 £000 £000 £000 £000 £000 £000
Deferred tax assets 1,284 2,650 1,539 4,331 - - 9,804
Deferred tax liabilities - - - - (50) (693) (743)
As at 31 December 2017 1,284 2,650 - 1,539 4,331 (50) (693) 9,061
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20 Net deferred tax asset continued

Deferred Staff- Available
capital Share-based refated for sale intangible
allowances Pensions payments costs securitles assets Total
£000 £000 _£000 £000 £000 £000 £000
Asat 1 January 2016 865 853 1,690 2154 (16) (969) 4577
Recognised in profit or loss in respect of:

.~ current year 348 (473) (182) 542 - 103 338
~ prior year .57 - - (73) - - (16)
— changeinrate (148) 389 (129) (303) - 86 (105)
Total ) 257 (84) (311) 166 -~ 189 217
Recognised in other comprehensive income in !

respect of: ‘
— current'year - 7.464 - - (18 - 7.446

- — prior year - - . - - - -
— changein rate - (1.528) - - 4 - (1.524)
Tota! = 5936 - - (14) - 5922
Recognised in equity in respect of:

- curentyear - - (99) - - - (99)
— prior year - - - - - - -7
— changeinrate - - (16) - - - (16)
Total - - (115) - = - (115)
As at 31 December 2016 1122 6.705 1,264 2,320 (30) (780) 10601

Deferred Staff- Available
capital Share-based related for sate intangible
allowances Pensions payments costs securities assets Total
£000 £000. £000 £000 £000 £000 £000
Deferred tax assets 1122 6.705 1,264 2320 A - 11411
Deferred tax liabilities ' - - - - (30) (780) (810)
As at 31 December 2016 1122 6.705 1,264 2320 (30) (780) 10,601
1
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21 Intangible assets

2017 2016

: £000 £000

Goodwill : 63.182 63.465
Other intangible assets 98,795 103727

161.977 167,192

Goodwill
Goodwill acquired in a business combination is allocated, at acquisition, to the cash generating units (CGUs) that are expected to benefit
from that business combination The carrying amount of goodwill has been allocated as follows:

Investment Trustand Rooper &
Management tax Whately Total
£000 £000 £000 £000

Cost ) . .
At 1 January 2016, 2017 and 31 December 2017 62,091 1,954 227 64,272 -
Impairment
At 1 January 2016 - 666 - 666
Charge in the year - 141 - 141
At1 January 2017 ] - 807 - 807
Charge in the year ) - 283 - 283
At 31 December 2017 - 1,090 - 1.090
Carrying amount at 31 December 2017 62,091 : 864 227 63.182
Carrying amount at 31 December 2016 62091 1.147 227 63.465
Carrying amount at 1 January 2016 62,091 1,288 227 63.606

The recoverable amounts of the CGUSs to which géodwill is allocated are assessed using value-in-use calculations. The group prepares cash.
flow forecasts derived from the most recent financial budgets approved by the board, covering the forthcoming and future years. The key
assumptions underlying the budgets are that organic growth rates, revenue margins and profit margins are in line with recent historical
rates and equity markets will not change significantly in the forthcoming year. Budgets are extrapolated for up to 10 years based on annual
revenue growth for each CGU (see table below), as well as the group’'s expectation of future industry growth rates. A 10 year extrapolation
period is chosen based on the group's assessment of the likely associated duration of client relationships. The group estimates discount
rates using pre-tax rates that reflect current market assessments of the time value of money and the risks specific to the CGUs.

The pre-tax rate used to discount the forecast cash flows for each CGU is shown in the table below; these are based on a risk-adjusted
weighted average cost of capital. The group judges that these discount rates appropriately reflect the markets in which the CGUs operate
and, in particular, the relatively small size of the trust and tax CGU. .

Investment Management Trust and tax Rooper & Whately \
At 31 December 2017 2016 2017 2016 2017 2016
Discount rate 11.1% 9.3% 13.1% 11.3% 11.1% 9.3%
Annual revenue growth rate : 5.0% 40% (1.0)% 10)% 0.0% 00%

At 30 June 2017, the group recognised an impairment charge of £283,000 in relation to goodwill allocated to the trust and tax CGU.
Animpairment was recognised, as the recoverable amount of the CGU at 30 June 2017 was £864,000, which was lower than the carrying
value of £1147,000 at 31 December 2016. The recoverable amount was calculated based on forecast eamnings for 2017, extrapolated over

10 years based on a dectease in revenues of 1.0% per annum. The pre-tax rate used to discount the forecast cash flows was 14.0%. The
impairment was recognised in the Investment Management segment in the segmental analysis. No further impairment was recognised at
31 December 2017.

Based on the assumptions in the table above, the calculated recoverable amount of the trust and tax CGU at 31 December 2017 was
£1181,000; this was higher than its carrying value of £864,000. Reducing the assumed growth rate for income in the trust and tax CGU by
one percentage point would reduce the calculated recoverable amount of the CGU to £828 000. No reasonably foreseeable changes to the
assumptions used in the value-in-use calculation for the investment management CGU would result in an impairment of the goodwill
allocated toit.
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Notes to the cmséﬁdated financial statements continued

.21 Intangible assets continued

Other intangible assets'
- Software
Client development Purchased -
relationships costs software Totat
£000 £000 £:000 £000

At 1 January 2016 ) 138659 4514 21838 165011 -
Intemally developed in the year - 408 - 408
Purchasedin the year 7926 - 2530 110456
Disposals (1.933) = - (1.933)
At1January 2017 144,652 4,922 " 24,368 173,942
Intemally developed in the year - 837 - 837
Purchased in the year . ' ) 2,743 - 6,222 8,965
Disposals (1,983) s - (1.983)
At 31 December 2017 145.412 5,759 30,590 181,761
Amortisation : v
Atl January 2016 . ' 37790 3616 15758 - 57164
Charge for the year : 11,594 421 2969 14584
Disposals (1933 = - (1933)
At1January 2017 ) 47,451 4,037 18,727 70,215
Charge for the year ‘ 11,433 492 2,809 14,734
Disposals (1.983) - - (1,983)
At 31 December 2017 56,901 4.529 21,536 82,966
Carrying amount at 31 December 2017 88.511 1,230 9,054 98,795
Carrying amount at 31 December 2016 97,201 885 5641 . 103727
Carrying amount at 1 January 2016 100.869 898 6.080 107.847

Purchases of client relationships in the year relate to payments made to investment managers and third parties for the introduction of
client relationships. . .

The total amount charged to profit or 16ss in the year, in relation to goodwill and client relationships, was £il,716,000 (2016: £11,735,000).
" Afurther £5,094.000 (2016: £4,005,000) was expensed as staff costs during the year, representing amounts due for client relationships
introduced more than 12 months after the céssation of non-compete periods (note 2.1). .

Purchased software with a cost of £18066,000 (2016: £14,117,000) has been fully amortised but is still in ﬁse.

22 Deposits by banks ‘
On 31 December 2017, deposits by banks included overnight cash book overdraft balances of £1.338.000 (2016: £294,000).

The fair value of deposits by banks was not materially different to their carrying value. Fair value has been calculated as the discounted
amount of estimated future cash flows expected to be paid using current market rates.
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23 Dueto customers

2017 2016
£000 £0600
Repayable: .
— on demand . 2,081,788 1768215
— 3months or less excluding on demand . 83,425 119438
— 1year or Jess but over 3 months . 5,285 1,242

2,170,498 1888895

Amounts include balances with:

— variable interest rates 2,060,565 1,751,483
- — fixedinterest rates ' 83,908 115148
— non-interest-bearing : 26,025 22264

2,170,498 1.888.895

The fair value of amounts due to customers was not materially different from their carrying value. The estimated fair value of deposits with
no stated maturity, which include non-interest-bearing deposits, is the amount at which deposits could be transferred to a third party at the
measurement date. The estimated fair value of fixed-interest-bearing deposits is based on discounted cash flows using interest rates for
new debts with similar remaining maturity.

24 Accruals, deferred income, provisions and other liabilities

2017 2016
£:000 £000
Trade creditors 2,259 2319
Other creditors ‘ ) : 18.294 15471
" Accruals and deferred income ’ . 64,126 52,620
Other provisions (note 25) 23,712 14744
108,391 85.154
25 Other provisions
Deferred. Deferred and
variable costs contingent
to acquire client consideration
refationship in business Legal and Property-
i gibl comt inati comp: i related Total
. _ £000 £000 £000 . £'000 £000
At 1 January 2016 13392 3.908 ' 721 1,795 19816
Charged to profit or loss - - 917 1,003 1,920
Unused amount credited to profit or loss . - (79) -(486) - (565)
Net charge to profit or loss ’ - : (79) 431 1,003 © 1355
Other movements 7926 82 - - 8,008
Utilised/paid during the year (11.106) (2.775) (554) - (14,435)
At 1 January 2017 ' 10.212 1.136' - 598 2.798 14,744
‘ICharged to profit or loss - ) - 248 16.534 16,782
Unused amount credited to profit or loss - ~ (54) - (54)
Net charge to profit or loss - - 194 16,534 16,728
Other movements 2,743 84 . - .- 2,827
Utilised/paid during the year (4.883) - (115) (5,589) (10,587)
At 31 December 2017 8.072 1,220 677 13,743 23,712
Payable within 1 year . 4,769 ~ 677 5.794 11,240
Payable after 1 year ) 3.303 1,220 - 7.949 12,472
. 8,072 1,220 677 13,743 23,712
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Notes to the consolidated financial statements continued

25 Other provisions continued

Deferred, variable costs to acquire client relationship intangibles

Deferred, variable costs to acquire client relationship intangibles of £2743000 arose during the year, in relation to deferred payments to
investrment managers and third parties linked to the value of client funds introduced (2016: £7,820,000). These amounts have been
capitalised (see note 21),

Deferred and contingent consideration in business combinations

Deferred and contingent consideration of £1,220,000 (2016: £1136,000) is the present value of amounts payable at the end of 2019 in
respect of the acquisition of Vision Independent Financial Planning and Castle Investrent Solutions.

Legal and compensation

During the ordmary course of business the group may, from time-to-time, be subject to complaints, as well as threatened and actual legal
proceedings (which may include Jawsuits brought on behalf of clients or other third parties) both in the UK and overseas. Any such
material ratters are pericdically reassessed, with the assistance of external professional advisers where appropriate, to determnine the
likelihood of the group incurring a liability. In those instances where it is concluded that it is more likely than not that a payment will be
made, a provision is established to the group’s best estimate of the amount required to settle the obligation at the relevant balance sheet
date. The timing of settlement of provisions for client compensation or litigation is dependenL in part, on the duration of negotiations with
third parties.

Property-related : N

Property-related provisions of £13,743000 relate to dilapidation and onerous lease provisions expected to arise on leasehold premises held
by the group (2016: £2798 000 dilapidations).

The move to the 8 Finsbury Circus office was completed on 13 February 2017, which triggered the recognition of a provision for the net
cost of the surplus property at 1 Curzon Street until the end of the existing leases. The ultimate amount of the provision is dependent on
the timing of any subletting or assignment arrangements and the associated terms negotiated with prospective third parties. Based on
managerment’s expectations of future costs for the premises and potential rental income, and timings thereof, the group recognised a
provision of £16,265,000. The group utilised £4,787.000 (2016 £nil) of the onerous lease prov1510n during the year, being the payment of
rent, rates and service charge.

Dilapidation provisions are calculated using a discounted cash flow model: during the year ended 31 December 2017, dilapidation
provisions decreased by £533,000 (2016: increased £1,003.000). The group utilised £802,000 (2016: £nil) of the dilapidations provision held
for the surplus property at 1 Curzon Street during the year. The irpact of discounting led to an additional £82,ooo (2016: £1,003000) being
provided for over the year.

Amounts payable after one year

Property-related provisions of £7.949,000 are expected to be settled Wlth]ﬂ 19 years of the balance sheet date, which corresponds to the
longest lease for which a dilapidations provision is being held. Provisions for deferred and contingent consideration in business
combinations of £1,220,000 are expected to be settled within two years of the balance sheet date. Remaining provisions payable after one
year are expected to be settled within three years of the balance sheet date.
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26 Subordinated loan notes

2017 2016
£000 £000
Subordinated loan notes
~ facevalue 20,000 20,000
~ qrrying value 19.695 19,590

Subordinated loan notes consist of 10-year Tier 2 notes (Notes), which are repayable in August 2025, with a call option in August 2020 and
annually thereafter. Interest is payable at a fixed rate of 58569 until the first-call option date and at a fixed margin of 4375% over 6 month
LIBOR thereafter. An interest expense of £1,276,000 (2016 £1,269,000) was recognised in the year (see note-4).

27 Long-term employee benefits

The group operates a defined contribution group personal pension scheme and contributes to various other personal pension
arrangements for certain directors and employees. The total of contributions made to these schemes during the year was £6213000 (2016:
£4,595000). The group also operates a defined contribution scheme for overseas employees, for which the total contributions were
£47,000 (2016: £40,000). \

The group operates two defined benefit pension schemes; the Rathbone 1987 Scherne and the Laurence Keen Retirernent Benefit
Scherne. The schemes are currently both clients of Rathbone Investrnent Management, with investments managed on a discretionary

" basis, in accordance with the statements of investment principles agreed by the trustees. Scheme assets are held separately from those of
the group. :
The trustees of the schemes are required to act in the best interest of the schemes' beneficiaries. The appointment of trustees is
determined by the schemes' trust documentation and legislation. The group has a policy that one third of all trustees should be nominated
by members of the schermnes.

The Laurence Keen Scheme was dosed to new entrants and future accrual with effect from 30 September 1999, Past service benefits
continue to be calculated by reference to final pensionable salaries. From 1 October 1999, all the active members of the Laurence Keen
Scheme were included under the Rathbone 1987 Scheme for accrual of retirernent benefits for further service. The Rathbone 1987 Schermne
was closed to new entrants with effect from 31 March 2002,

With effect from 30 June 2017, the link between past service benefit and pensionable salaries was broken for both schemes and the
Rathbone 1987 Scheme was closed to future accrual from this date. This resulted in a plan amendment gain of £5,523000 being recognised
in operating income on that date.

The group provides death in service benefits to all employees through the Rathbone 1987 Scheme. Third party insurance is purchased for
the benefits where possible and £1167,000 of related insurance premiurns were expensed to profit or loss in the year (2016: £1,134,000).
The estimated present value of the uninsured death in service benefits is included in long termn ernployee benefits liabilities.

The schemes are valued by independent actuaries at least every three years using the projected unit credit method, which looks at the
value of benefits accruing over the years following the valuation date based on projected salary to the date of termination of services,
discounted to a present value using a rate that reflects the characteristics of the liability. The valuations are updated at each balance sheet
_datein between full valuations. The latest full actuarial valuations were carried out as at the following dates:

Rathbone 1987 Scheme 31 December 2013
Laurence Keen Scheme 31 December 2013

During 2017, triennial valuations of both schemes as at 31 December 2016 were being carried out These valuations are yet to be formally
finalised. . .

The assumptions used by the actuaries, to estimate the schemes' liabilities, are the best estimates chosen from a range of possible actuarial
assumptions. Due to the timescale covered by the liability, these assumptions may not necessarily be bome out in practice.
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Notes to the consolidated financial statements continued

27 Long-term employee benefits continued .
The principal actuarial assumptions used, which reflect the different membership profiles of the schemes, were:

1 Laurence Keen Scheme Rathbone 1987 Scheme v
2017 2016 2017 2016
% % % %
. . . (untess stated) (urless stated) (unless stated) (unless stated)
Rate of increase of salaries n/a 450 n/a 4.50
Rate of increase of pensions in payment . 3.60 360 3.40 340
Rate of increase of deferred pensions 3.50 3.50 3.50 350
Discount rate ’ 2.65 280 2.65 2.80
Inflation* ) 3.50 350 3.50 350
Percentage of members transferring out of the schemes per annum 3.00 300 3.00 300
Average age of membgrs 3t date of transferving out (years) 52.5 52.5 52.5 52.5

*  Inflation assumptions are based on the Retai Price Index )
Over the year, the financial assumptions have been amended to reflect changes in market conditions. Specifically:

1. the discount rate has been decreased by 0.15% to reflect a decrease in the yields available on AA-rated corporate bonds at a
term consistent with the average duration of the liabilities;

2. the assumed rate of future inflation is unchanged and reflects expectations of long-term inflation as implied by changes in the
fixed-interest and index-linked gilts market; ' )

3. the assumed rates of future increases to pensions in payment are unchanged, consistent with the assumed rate of future
inflation. ) .
[4

Over the year the demographic assumptions adopted remain unchanged, other than updating the CMI model used to project future
+improvements in mortality frorn the 2013 version to the 2016 version.

The assumed duration of the liabilities for the Laurence Keen Scheme s 16 years (2016: 20 y%ars) and the assurned duration for the
Rathbone 1987 Scheme is 20 years (2016: 24 years). -

The normal retirement age for members of the Laurence Keen Scheme is 65 (60 for certain former directors). The normal retirement age
for members of the Rathbone 1987 Scherne is 60 for service prior to 1 July 2009 and 65 thereafter, following the intreduction of pension
benefits based on Career Average Revalued Earnings (CARE) from that date. The assumed life expectancy for the membershipofboth
schemes is based on the S2NA actuarial tables (2016 S2NA tables). The assumed life expectations on retirement were:

2017 : 2016
B Males Females Males Females
Retiring today: : — aged 60 ‘ 28.5 30.6 293 315
. — aged65 23.7 25.6 243 265
Retiringin 20 years: - — aged60 ' 304 32.4 318 . 339,
. — aged 65 : 25.4 27.4 266 28.8
The amount included in the balance sheet arising from the group's assets in respect of the schernes is as follows:
' 2017 2016
Laurence Keen Rathbone - : Laurence Keen Rathbone
Scheme 1987 Scheme Total Scheme 1987 Scheme Total
: i £000 - £:000 £'000 £000 £000 __ £000
Present value of defined benefit obligations © (12,980) (151,133) (164.113) (16,203) (216.238) (232.441)
Fair value of scherne assets __ 12,278 136235 148,513 -~ 14099 178887 192986
Net defined benefit liability : (702) (14.898) (15.600) (2.104) (37.351) (39.455)
I b
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The arnounts recognised in profit or loss, within operating expenses, are as follows: )
2017 2016

Laurence Keen Rathbone Laurence Keen Rathbone
Scheme 1987 Scheme Total \Scheme 1987 Scheme | Total
£000 £000 £000 £000 £000 £000
Current service cost - 1,559 1,559 - 3022 3022
Net interest on net liability 59 957 1,016 1 35 36
Gain on plan amendment ___(305) (5.218) (5.523) ~ - -
' (246) (2,702) (2.948) 1 3057 3.058

Remeasurements of the net defined benefit liability have been reported in other comprehensive income. The actual return on scheme
assets was arise in value of £1.170,000 (2016: £2,018,000 rise) for the Laurence Keen Scheme and arise in value of £13558000
(2016: £31353.000 1ise) for the Rathbone 1987 Scheme.

Movements in the present value of defined benefit obligations were as follows:

2017 2016
Laurence Keen Rathbone Laurence Keen Rathbane
Scheme 1987 Scheme Total Scheme 1987 Scheme ' Total
£000 £000 £000 £000 £000 £000
At 1 January ' - 16,203 216,238 232,441 14,002 161965 175967
Service cost (employer's part) - 1,559 1,559 So- 3022 3022
Interest cost 412 5.219 5,631 522 ' 6172 6694
Contributions from members - 314 314 - S$81 . 981
Actuarial experience gains (214) (4.489) (4,703) (135) (1.783) (1.918)
Actuarial (gains)/losses arising from:
— demographic assumptions (494) (7.786) (8,280) (519) (4.379) (4.898)
— financial assumptions 369 5.439 5.808 4262 66,585 70847
Gain on plan amendment (305) (5.218) (5.523) - - -
Benefits paid (2.991) (60,143) (63,134) (1.929) (16.325) (18254)
At 31 December 12,980 151,133 164.113 16,203 216238 232441
Movements in the fair value of scheme assets were as follows:
2017 . 2016
Laurence Keen Rathbone Laurence Keen Rathbone
) Scheme 1987 Scheme Total Scheme 1987 Scheme Total
__£000 __£000 . _£000 £000 £000 £000
At January - 14,099 178,887 192,986 13991 157475 171,466
Remeasurement of net defined benefit liability: ’
— interestincome 353 4,262 4,615 521 6,137 6,658
— return on scheme assets (excluding amounts
included in interest income) 817 9,296 10,113 1497 25216 26713
Contributions from the sponsoring companies - 3,619 3,619 19 5403 5422
Contributions from scheme members - 314 314 - 981 981
Benefits paid (2.991) (60.143) (63,134) (1.929) (16.325) (18.254)
At 31 December 12,278 136,235 148,513 14.099 178,887 192986
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Notes to the consolidated financial statements continued

.27 Long-term employee benefits continued

The statements of investrment principles set by the trustees of both schemes were revised in 2015. They require that the assets of the
schemes areinvested in a diversified portfolio of assets, split between return seeking assets (primarily equities) and safer assets (gilts,
index-linked gilts, corporate bonds and other fixed income investments) with a switch to a greater percentage of safer assets over time as
the schemes mature.

In the Rathbone 1987 Schermne, the target date for the 100% allocauon to safer assets is 31 December 2048, The scheme a]so seeks to hedge
around 50% of its interest rate and inflation risk by using Liability Driven Investment (LDI) strategies.

In the Laurence Keen Scherne the target date for the 100% allocation to safer assets is 31 Decemnber 2040.
The expected asset allocations at 3t December 2017 as set out in the statements of investment principles are as follows:

Laurence Keen Rathbone

Scheme 1987 Scheme
Target asset allocation at 31 December 2017 % %
Benchmark .
Return seeking assets . 52 40
Growth assets : . 48 60
Range "
Return seeking assets : ’ : 46-58 32-44
Growth assets ) - . 42-54 54-66
The analysis of the scheme assets, measured at bid prices, at the balance sheet date was as follows: ’
‘ 2017 2016 2017 2016
Fair Fair Current Current
value value allocation allocation
Laurence Keen Scheme . £000 £000 % %
Equity instruments: . . ’
— United Kingdom ' 3,722 4178
- Eurozone : . . 409 358
— North America ! 755 921
— Other . . 558 710 .
5444 6167 45 44
Debt instruments:
— United Kingdom government bonds 4.482 5413
— United Kingdom corporate bonds 1,686 1918
6.168 7.331 50 - 52
Cash 283 10 2 -
Other ) 383 591 3 4

At31December - ' K 12,278 14,099 100 100
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2017 2016 2017 2016

Fair Fair Current Current
value value allocation allocation
Rathbone 1987 Scheme . £000 £000 % %
Equity instruments: . '
— United Kingdom 41,736 57134 .
— Eurozone 6.016 8.807
— North Arnerica 9,422 14,486
— Other 7.168 12,384 .
: 64,342 92811 47 52
Debt instruments:
~ United Kingdom government bonds 36,069 35836
— Overseas government bonds ’ 1,973 3670
— United Kingdom corporate bonds 10,100 17.505
— Overseas corporate bonds -~ 1,010 .
48,142 58021 35 32
Derivatives:
— Interest rate swap funds ' : 20,222 17.365 .

. 20,222 17.365 15 10
Cash 3,529 9.885 3 6"
Other - 805 - -
At 31 December 136,235 178887 100 100

During 2017, the Rathbone 1987 Scheme held shares in real time inflation-linked interest rate swap funds, which had a fair value of
£20222,000 at the year end (2016: £17,365000). The value of these investments is expected to increase when the value of the scheme's
liabilities increase (and vice versa). They therefore act to reduce the group's exposure to changes in net defined benefit pension obligations
arising from changes in interest rates and inflation. The funds are selected so that their average duration is intended to broadly align with
the duration of the scherne's liabilities.

All equity and debt instruments have quoted prices in active markets. The majority of govemment bonds areissued by govermments of
the United Kingdom, the United States of America and Germany all of which are rated AAA, AA+ or AA based on credit ratings awarded by
Fitch Ratings Limited (Fitch) or Moody’s Corporation (Moody’s) as at the balance sheet date Other schemne assets comprise commodities
and property funds, both of which also have quoted prices in active markets.

The key assumptions affecting the results of the valuation are the discount rate, future inflation, mortality, the rate of members transferring
out and the average age at the time of transferring out. In order to demonstrate the sensitivity of the results to these assumptions, the
actuary has recalculated the defined benefit obligations for each scheme by varying each of these assumptions in isolation whilst leaving
the other assumptions unchanged. For example, in order to demonstrate the sensitivity of the results to the discount rate, the actuary has
recalculated the defined benefit obligations for each schemne using a discount rate that is 0.5% higher than used for calculating the
disclosed figures. A similar approach has been taken to demonstrate the sensitivity of the results to the other key assumptions. A summary
of the sensitivities in respect of the total of the two schemes' defined benefit obligations are set out below.

Combined impact on schemes' liabilities
(Detrease)fingease  (Decrease)fincrease

£000 %

0.5% increase in:
— discount rate - {16124) (9.8)

— rate of inflation : 7.323 45
1% increase in the rate of members transferring out each year ‘ (449) 0.3)
1 year increase to:

— longevity at 60 ' : 6.759 41
— average age of members at the time of transferring out 574 0.3
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Notes l;: the consolidated financial statements continued

27 Long-term employee beneﬁts continued ‘

The total regular contributions made by the group to the Rathbone 1987 Scheme during the year were £856 000 (2016: £2558000) based
on 203% of pensionable salaries (2016: 20.3%). Additional lump surn contributions of £2838,000 were paid in 2017 (2016:£2917.000). The
groupis,not committed to making any further deficit reduction contributions as at the year end. As part of the ongoing triennial valuation,
the group has agreed with the trustees of the Rathbone 1987 Scherne to put in place a funding deficit reduction plan, which requires
annual contributions of £2,750,000, so long as that scheme remains in deficit The deficit funding plan will be reviewed followmg the next
triennial valuation, as at 3t December 2019.

The total contributions made by the group to the Laurence Keen Schemne during the year were £nil (2016 £nil). No additional lump sum
contributions were paid in 2017 (2016; £nil), and the group has no commitment tomake further contributions. Regular contributions to
the Laurence Keen Scheme stopped with effect from 1 January 2015. Although the funding valuation for the Laurence Keen Scheme as at
. 31Decernber 2016 has not yet been finalised, the group does not expect that material funding deficit contributions will be required.

28 Share capital and share premium
The following movermnents in share capital occurred during the year:

. Exercise/ Share Share
Number of Issue price capital premium " Total
shares pence £000 £:000 £000
At1 January 2016 ) 48,134,286 2407 97643 100.050
Shares issued: ' :
— inrelation to business combinations (note 8) 37.898 1,705.0 2 644 646
— to Share Incentive Plan . 170177 1,8200-20390 9 3258 3.268
— toSave As You Earn scheme . 116,108 9340-16480 ‘6 1,270 1,276
— on placing 2,224,210 17100 111 36,830 36941
Own shares sold - 1,754.0-1.949.0 - 345 345
At1 January 2017 50,682,679 2,535 139,991 142,526
Shares issued:
— to Share Incentive Plan . 86,671 1,784.0-2,611.0 4 1,725 1,729
— to Save As You Earn scheme 95,041 984.0-1,648.0 5 1,373 1,378
— to Employee Benefit Trust . 437.683 5.0 22 - - 22
At 31 December 2017 51,302, 074 2,566 143,089 145,655

The total number of issued and fully paid up ordinary shares at 31 December 2017 was 51,302,074 (2016: 50, 682679) witha pa: value of 5p
per share.

The holders of ordinary shares are entitled to receive dividends as declared from time-to-time, and are entitled to one vote per share at
meetings of the cornpany. The ordinary shareholders are entitled to any residual assets on the winding up of the cornpany.
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29 Own shares )

The following movements in own shares occurred during the year:

Number of

) - i shares £000
At 1 January 2016 ’ 384,295 6177
Acquired in the year . A ’ _ 81992 1,585
Released on vesting (88.279) (1.084)
Sold in the year (41.021) (435
At 1 January 2017 336,987 } 6.243
Acquired in the year 461,067 441
Released on vesting (141,361) (1,820)
At 31 December 2017 656,693 4,864

Own shares represent the cost of the cormpany’s own shares, either purchased in the market or issued by the company, that are held by
the company or in an employee benefit trust to satisfy future awards under the group's share-based payment schemes (note 30). The
company held no own shares as treasury shares at 31 December 2017 (2016: 8 979). However, 382,751 shares were held in the Employee
Benefit Trust at 31 Decemnber 2017 (2016: 31,803) and-a further 273,942 (2016: 296,.205) shares were held by the trustees of the Share
Incentive Plan but were not unconditionally gifted to employees.

30 Share-based pa&ments

Share Incentive Plan

The group operates a Share Incentive Plan (SIP), which is available to all employees. Employees can contribute up to £150 per month to
acquire partnership shares, which are purchased or allotted twice a year at the end of six month accumulation periods. The group
currently matches employee contributions on a one-for-one basis to acquire matcliing shares.

The group also provides perfofmancerelated free shares, with eligible employees receiving shares valued at the rate of £100 per 1% real
increase in earnings per share up to a maximum of £3000 per annuim. '

For UK employees, SIP dividends are reinvested and used to purchase dividend shares, whilst for Jersey employees dividends are paid
incash .

As at 31 December 2017, the trustees of the SIP held 1,092,120 (2016: 1,243979) ordinary shares of 5p each in Rathbone Brothers Plc with a
total market value of £28330,000 (2016: £24.668,000). Of the total number of shares held by the trustees, 263165 (2016: 294,680) have
been conditionally gifted to employees and 10,777 (2016: 1,525) remain unallocated. Dividends on the unallocated shares have been waived
by the trustees.

Savings-related share option or Save As You Eam (SAYE) plan

Under the SAYE plan, employees can contribute up to £500 per month to acquire shares at the end of a three or five year savings period.
Options with an aggregate estimated fair value of £625,000, determined using a binomial valuation model including expected dividends,
were granted on 28 April 2017 to directors and staff under the SAYE plan. The inputs into the binormial model for options granted during
2017, as at the date of issue, were as follows:

2017 2016
Share price . ' 2,351p 2033p
Exercise price . © . 1,899 1.648p
Expected volatility . 20% 21%
Risk-free rate 0.2% 07%
Expected dividend yield 2.4% 2.7%
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Notes to the consolidated financial statements continued

30 Share-based payments continued

The number of share options outstanding for the SAYE plan at the end of the year, the pericd in which they were granted and the dates on
which they may be exercised are given below. N

2017 " 2016

Exerdise Number . Number

. price Exerdse of share of share

Year of grant pence period options options

2012 984.0 . 2017 = 16‘96',6

2013 . 1.106.0 2018 74,868 76,495
2014 . 1.556.0 2019 59,415 134,265

2015 16410 2018and 2020 123,182 - 128418

2016 16480 2019and 2021 141,034 151570

2017 18390 2020 and 2022 127,392 -

At 31 December 525,891 507.714

Movements in the number of share options outstanding for the SAYE plan were as follows:
2017 2016

Weighted . 1 Weighted

Number average Number average

J of share exercise price of share exerdse pricé

options pence options . __pence

At1 January . . 507.714 1,518.0 484,364 13790

Granted in the year . 130,745 1,899.0 155334 16480

Forfeited in the year (17,520) 1,684.0 (15.876) - 16120

Exercised in the year (95.048) 1.450.0 (116,108) 10980

At 31 December ) 525,891 1,620.0 507.714 15180

The weighted average share price at the dates of exercise for share options exercised during the year was £25.72 (2016: £20.06). The options
outstanding at 31 December 2017 had a weighted average contractual life of 23 years (2016: 25 years) and a welghted average exercise price
of £1620 (2016: £1518).

Executive Incentive Plan )

Details of the general terms of this plan are set out in the remuneration comrmittee report on page 86.

Under the remuneration policy, 40% of the total award will be given in cash with the rernaining 60% of the award granted inshares. The
group treats the cash element of the award as an employee benefit under IAS 19 and the share element of the award as an equity-settled
share-based payment under IFRS 2.

Other schemes

The group operates a nurnber of other plans for rewarding employees. Participants are granted awards under these plané in the form of
options, which vest autornatically on an anniversary of the grant date (generally between one and five years). As the intention is to settle
the options in such plans in shares, the awards are treated as equity-settled share-based payments under [FRS 2.

The group recognised total expenses of £3871,000 inrelation to share-based payrment transactions in 2017 (2016: £5201,000) (see niote 10).
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31 Financial risk manégement

The group hasidentified the financial, business and operational risks arising from its activities and has established policies and procedures
to manage these items in accordance with its risk appetite, as described in the group risk commiittee report on pages 68 to 69.

The group categorises its financial risks into the following primary areas:

(i)  creditrisk (which includes counterparty default risk),

(i) liquidityrisk:

(iii) market risk (which includes fair value interest rate risk, cash flow interest rate risk, foreign exchange risk and price nsk) and
(iv) pensionrisk

The group’s exposures to pension risk are set out in note 27.

The group’s financial risk management policies are designed to identify and analyse the financial risks that the group faces toset .
appropriate risk tolerances, limits and controls and to monitor the financial risks and adherence to limits by means of reliable and uptcr
date information systems. The group regularly reviews its finandial risk management policies and systerns to reflect changes in the
business, counterparties, markets and the range of financial instrurnents that it utilises.

The treasury department, reporting through the banking committee, has principal responsibility for monitoring exposure to credit risk,

" liquidity risk and market risk. Procedures and delegated authorities are docurnented in a group treasury manual and policy documents
prescribe the management and monitoring of each type of risk The primary objective of the group's treasury policy is to manage

short term liquidity requirements whilst maintaining an appropriate level of exposure to other financial risks in accordance with the —
group's risk appetite.

. 28
(i) Creditrisk g 2
The group takes on exposure to credit risk, which is the risk that a counterparty will be unable to pay amounts in full when due, through its 3 §
banking treasury, trust and financial planning activities. The principal source of credit risk arises from placing funds in the money market @ -]
and holding interest-bearing securities. The group also has exposure to credit risk through its client loan book and guarantees given on g
clients'behalf. 2
Itisthe group’s policy to place funds generated internally and from deposits by clients with a range of high-quality finandal institutions B

and the Bank of England. Investments with financial institutions are spread to avoid excessive exposure to any individual counterparty.
Loans made to clients are secured against clients’ assets that are held and managed by group companies.

Exposure to credit risk is managed through setting appropriate ratings requirements and lending limits. Limits are reviewed regularly,
taking into account the ability of borrowers and potential borrowers to meet repayment obligations.
The group categorises its exposures based on the long term ratings awarded to counterparties by Fitch or Moody’s. Each exposureis

assessed individually, both at inception and in ongoing monitoring. In addition to forrnal external ratings, the banking committee also
utilises market intelligence information to assist its ongoing monitoring.

The group's financial assets are categorised as follows:

Balances with central banks (note 14) )
The group has exposure to central banks through its deposits held with the Bank of England.

Settlement balances

. Settlernent risk arises in any situation where a payment in cash or transfer of a security is made in the expectation of a corrspondmg
delivery of a security or receipt of cash. The majority of transactions are carried out on a delivery versus payment basis, which results
in securities and cash being exchanged within a very close timeframe. Settlement balances outside standard terms are monitored on a
daily basis. .
The Investment Managemnent and Unit Trusts segments have exposure to market counterparties in the settlernent of trades.
Settlernent balances arising 1n the Investment Management segment are pnman]y in relation to client trades and risk of non-settlernent
isbome by dlients.
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Notes to the consolidated financial statements continued

- 31 Financial risk managementcontmued

(1) Creditrisk continued

Loans and advances to banks (note 15) and debt and other securities (note 17)

The group has exposures to a wide range of financial institutions through its treasury portfoho which includes bank deposits, certificates of
deposit, money market funds and treasury bills. These exposures principally arise from the placement of clients’ cash, whereitis held
under a banking relationship, and the group’s own reserves.

The group's policy requires that all such exposures are only taken with counterparties that have been awarded a minimum long term
rating of single A by Fitch or equivalent rating by Moody’s. Counterparty limnits are also in place to limnit exposure to an individual
-counterparty or connected group of counterparties. Counterparty exposures are monitored on a daily basis by the treasury department
and reviewed by the banking committee on a monthly basis, or more frequently when necessary. The banking committee may suspend
dealing in a particular counterparty, or liquidate specific holdings, in light of adverse market information.

Loans and advances to customers (note 16) '

The group provides loans to clients through its investment management operations (the mvestment management loan book) The group
is also exposed to credit risk on overdrafts on clients' investment management accounts, trade debtors arising from the trust, tax and
financial planning businesses (trust and financial planning debtors) and other debtors. -+~

(a) Overdrafts
Overdrafts on clients’ investment management accounts arise from time-to-time due to short termn timing differences between the
purchase and sale of assets on a client's behalf. Overdrafts are actively monitored and reported to the banking committee on a
monthly basis.

(b) Investment management loan book
Loans are provided as a service to investment management clients who are generally asset rich but have short to mediurn term cash
requirements. Such loans are normally made on a fully secured basis against portfolios held in Rathbones' nominee name, and some
loans may be partially secured by property. Extensions to the initial loan period may be granted subject to credit criteria.

At 31 Decernber 2017, the total lending exposure limit for the investment managernent loan book was £175000,000
(2016: £150,000,000), of which £120,433.000 had been advanced (2016: £106.276,000) and a further £30,025000 had been
committed (2016: £31,642.000).

(©) Trust and financial planning debtors
Trust and finandial planning debtors relate to fees which have been invoiced but not yet settled by clients. The collection and ageing of
trust and financial planning debtors are reviewed on a monthly basis by the management committees of the group's trust and financial
planning businesses. Impairment provisions are made for any debts which are considered to be doubtful for collection

(d) Other debtors )
Other loans and advances to customers relate to management fees receivable. C

o

Impairment and provisioning pclicies :
Impairment provisions are recognised for financial reporting purposes only for losses that have been incurred at the balance sheet date,
based on objective evidence of impairment.

All credit exposures are reviewed individually, at least annuaily, or more regularly when individual circumstances require. Impairment

_ allowances on credit exposures are deterrnined by an evaluation of the incurred loss at the balance sheet date on a case by case basis. The
assessment considers, where applicable, the value of any security and/or collateral held, any changes to the external credit rating and the
anticipated receipts for each individual exposure.

Impairment provisions for credit risk, which relate solely to trust and financial planning debtors, are set out in note 16.
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Maximum exposure to credit risk

2017

2016

£000 £000
" Credit risk relating to on-balance sheet exposures:
Cash and balances with central banks - 1,375,380 1075670
Settlement balances 46,784 37787
Loans and advances to banks 117,253 114,088
Loans and advances to customers:
— overdrafts 4,621 3740
— investment management loan book 120,509 106,335
— trust and financial planning debtors 1,114° 946
— other debtors 35 21
Investment securities:
— unlisted debt securities and money market funds 808,713 803,557
Other financial assets 71,562 56,986
Credit risk relating to off-balance sheet exposures: .
Loan commitments 30,025 31642
Financial guarantees 117 117
2,576,113 2,230.889

The above table represents the group's gross credit risk exposure at 31 December 2017 and 2016, without taking account of any

associated collateral held or other credit enhancements. For on-balance sheet assets, the exposures set out above are based on gross

carTying armounts.

9.5% of the total maximum exposure is derived from loans and advances to banks and customers (2016 101%) and 314% represents

investment securities (2016: 36.0%)).

The credit risk relating to off-balance sheet exposures for financial guarantees reflects the group’s gross potential exposure of guarantees

held on balance sheet (seenote121).
Balances with central banks

All balances with central banks were neither past due nor impaired. The credit quality of these balances is analysed below by reference to

thelong term credit rating awarded by Fitch, or equivalent rating by Moody's, as at the balance sheet date.

2017

2016

£000 £000
AA+ 10 AA- 1.375.380 1.075.670
Carrying value 1,375,380 ' 1075670
Settlement balances
Settlemnent balances are summarised as follows:

2017 2016

£000 £000
Neither past due nor impaired 46,679 36964
Past due but not impaired < 90 days 105 823
Past due but not impaired > S0 days - : -
Camrying value 46,784 37.787

i
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Notes to the consolidated financial statements continued

31 Financial risk management continued

‘()  Creditrisk continued
Loans and advances .
Loans and advances are summarised as follows:
> 201’ 2016

Loans and Loans and Loans and Loans and

advances advances advances advances

to banks to customers tobanks to customers
: £000 £000 £000 £000-

Neither past due nor impaired 117,253 125,610 114,088 110461
Past due but not impaired - 601 - 487
Impaired _ » ] - v 68 - 94
Gross carrying value 117,253 126,279 1114088 111042
Less: allowance for impairment (note 16) - (66) - (e1)
Net carrying value - 117,253 126.213 114088 110951

No loans and advances have been renegotiated (2016: none).

(3) Neither past due nor impaired
The credit quality of loans and advances to banks that were neither past due nor impaired at 31 December 2017 is analysed below by
reference to the long term credit rating awarded by Fitch, or equivalent rating by Mcody’s as at the balance sheet date:

2017 2016

. : £'000 £000

AA+ tOAA- . o 24,538 23321
A+toA : ‘ : 90,904 90737
Other* : 1,811 30

117,253 114088

*  Cashheld within the Employee Benefit Trust

The credit quality of loans and advances to custorners that were neither past due nor impaired at 31 Decemnber 2017, which are all
externally unrated, is analysed between those loans that are subject to standard lending criteria, which are described on page 152, and,
where applicable, those loans for which there are no standard lending criteria. At 31 December 2017, all loans are subject to standard
lending criteria (2016: all loans). An exposure is reported as past due when the contractual due date for settlement has passed and the
balance has not been repaid, except in the case of trust and financial planning debtors, where a normal settlement period of up to 30
days is expected. ’ .

(b) Past due but notimpaired )
Loans and advances that are past due are assessed for impairment and provided against where objective evidence of impairment
exists. Trust and financial planning debtors may be outstanding for sorme time before collection, but this is not necessarily an indication
that the debt will not ultimately be collected. At 31 December 2017 and 2016, o overdrafts, loans and other debtors were past due but
not impaired. The gross arnounts of trust and financial planning debtors that were past due but not impaired were:

2017 2016

At 31 December . . £000 £000
<80 days overdue ! 385 149
S0-180 days overdue . 75 148
180-270 days overdue 53 55
270-365 days overdue : ' 24 46
>365 days overdue ) 64 89

601 487
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(c) Impaired

v

Allowance has been made for mdmdua]ly 1rnpa1red loans and advances to customers, as set out below:

Trust and

! financial

L planning

debtors

Movement in impairment provision during the year £'000

At 1 January 2017 91
Arnounts written off (26)

Credit to profit or loss 1

At 31 December 2017 66

Gross carrying value of impaired loans and advances to customers
At 31 December 2017 68
94

At 31 December 2016

Allloans and advances to custorners impaired relate to trust and financial planning debtors (2016 all). There were no other impaired

credit exposures at 31 Decernber 2017 (2016: £nil).
Investment securities

The table below presents an analysis of investment securities by rating agency designation, as at 31 December based on Fitch or Moody's

long term rating designation.
2017 2016
Money 2017 . Money 2016
market Certificates 2017 market Certificates 2016
funds of deposit Total funds of deposit Total
£'000 £000 £'000 £000 £000 £000
AAA 106,747 : - 106,747 103,557 - 103,557
AA+ 10 AA- - 264,569 264,569 - 325,000 325,000
A+10A- . = 437,397 - 437,397 - 375,000 375.000
! 106.747 701,966 808,713 103.557 700.000 803.557
Concentration of credit risk

The group has counterparty credit risk within its treasury assets in that exposure s to a number of similar credit institutions. The banking
comimittee actively monitors counterparties and may reduce risk by either suspending dealing or liquidating investments in light of

- adverse market information, for example in anticipation of or in response to any formal Fitch or Moody’s rating downgrade. This may
happen in relation to specific banks or banks within a particular country or sector.

(3) Geographical sectors

The following table analyses the group's credit exposures, at their carrying amnounts, by geographical region as at the balance sheet date.
In this analysis, exposures are categorised based on the country of domicile of the counterparty.
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United Rest of

Kingdom Eurozone the world Total

At 31 December 2017 £'000 £000 £000 £000

Cash and balances with central banks 1,375,380 - - 1,375,380

Settlement balances 43,688 1,211 1,885 46,784

Loans and advances to banks 113,225 4,028 - 117,253
Loans and advances to customers:

— overdrafts 4,295 68 258 4,621

. — investment management loan book 112,286 269 -7.954 120,509

— trust and financial planning debtors 1,048 - - 1,048

— other debtors 35 - - 35

Investment securities:

—~ unlisted debt securities and money market funds 205.000 306,751 296,962 808,713

Other financial assets 63.238 1,076 1,385 65.699

1,918,195 313,403 308.444 2,540,042
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Notes to the consolidated financial statements continued

31 Financial risk management continued

() Creditrisk continued
Concentration of credit risk continued

(a) Geographical sectors continued
United Rest of

Kingdom Eurozone the world Total
At 31 December 2016 . £000 £000 £000 £000
Cash and balances Wwith central banks 1,075,670 - - 1075670
Settlement balances 34,005 622 3,160 37,787
Loans and advances to banks 114,088 - - 114,088

Loans and advances to customers:
— overdrafts 3171 . 201 368 3,740
— investment management loan book 939,392 © 258 6.685 106,335
— trust and financial planning debtors 855 ~- - 855
— other debtors 21 - - 21

Investment securities:

— unlisted debt securities and money market funds 195,000 223557 385000 803,557
Other fingncial assets . 53642 791 2,542 56975
: 1.575.844 225429 397.755 2.199.028

At 31 Decemnber 2017, materially all eurozone exposures were to counterparties based in the Netherlands and France (2016: Netherlands and
France) and all rest of the world exposures were to counterparties based in Switzerland, Sweden, Canada and Australia (2016: Switzerland,
Sweden, Canada and Australia). At 31 December 2017, the group had no exposure to sovereign debt (2016: no exposure to sovereign debt).

(b) Industry sectors
The group's credit exposures at the balance sheet date, analysed by the primary industry sectors in which our counterparties operate, were:
' . Clients *
Public Financial and other
sector institutions  corporates Totat
At 31 December 2017 £000 £000 £000 £000
Cash and balances with central banks 1,375,380 - - 1,375,380
Settlement balances - 46,784 - 46,784
Loans and advances to banks - 117,253 - 117,253
Loans and advances to customers:
— overdrafts . - - 4,621 4,621
~ investment management loan book - - 120,509 ‘120,509
— trust and financial planning debtors - - 1,048 1,048
~ other debtors - - 35 35
Investment securities:
— unlisted debt securities and money market funds - 808,713 - 808,713
Other financial assets 1,138 2,578 61,983 65,699
1,376,518 = 975,328 188,196 2,540,042
Clients
Public Finandal and other
sector Institutions corporates . Total
At 31 December 2016 £000 £000 £000 £000
Cash and balances with central banks 1075670 - - 1075670
Settlement balances - 37,787 - 37.787
Loans and advances to banks - 114,088 - 114,088
Loans and advances to customers:
- -overdrafts - - 3740 3740
— investment management loan book . - - 106,335 106,335
~ trust and financial planning debtors - - 855 855
— other debtors : - - 21 21
Investment securities: ) .
_ — unlisted debt securities and money market funds - 803,557 - 803,557
Other financial assets 125 3.276 53574 56975
\ 958,708 164,525 2,1939.028

1.075.795
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(ii) Liquidity risk
Liquidity risk is the risk that the group will encounter difficulty in meeting obligations associated with financial liabilities that are settled by
delivering cash or another financial asset.

The primary objective of the group’s treasury policy is to manage short to medium term liquidity requirements. In addition to setting the
treasury policy, Rathbone Investment Management (the Bank’) performs an annual assessment of liquidity adequacy in accordance with
the regulatory requirernents of the Prudential Regulation Authority (PRA) (our Individual Liquidity Adequacy Assessment). The Bank
faces two principal risks, namely that a significant proportion of client funds are withdrawn over a short period of time (retail funding risk)
and the risk that marketable assets may not be capable of being realised in the time and at the value required (marketable assets risk).

Retail funding risks are monitored by daily cash mismatch analyses and Basel Committee ratios using expected cash and asset maturity
profiles and regular forecasting work This is supported by stress tests which cover firn-specific idiosyncratic scenarios and/or the effects
of unforeseen market wide stresses. Marketable assets risk is primarily managed by holding cash and marketable instruments which are
realisable at short notice. The group operates strict criteria to ensure that investments are liquid and placed with high-quality *
counterparties. A minimum liquid assets buffer (to be held in eligible liquid assets) is set by the board at least annually in conjunction with
an amount prescribed by the PRA.

v

Non-derivative cash flows
The table below presents the undiscounted cash flows receivable and payable by the grouip under non-derivative financial assets and
liabilities analysed by the remaining contractual maturities at the balance sheet date,

susWAels
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After 3 After 1
. months year but
. Not more butnot not more No fixed
on than more than than After 5 maturity
demand 3 months 1year Syears years date Total
At 31 December 2017 £000 £000 £000 £:000 £000 £000 £000
Cash and balances with central banks 1.374,002 1.138 1,380 - - - 1,376,520
" Settlement balances - 46,785 - - - - 46,785
Loans and advances to banks 75.826 11,490 30,577 - - - 117,893
Loans and advances to customers 4,733 13,407 43,304 70.450 - - 131,894
Debt securities and money market funds 106,816 263.385 442,503 - - - 812,704
Other financial assets 110 60,859 640 3435 2,819 - 67.863
Cash flows arising from financial assets 1,561,487 397.064 518,404 73.885 2,819 - 2,553,659
Deposits by banks 1,338 - - - - - 1,338
Settlement balances . - 54,452 " - .- - - 54,452
Due to customers 2,081,805 83,469 5.306 - - - 2,170,580
Subordinated loan notes - 586 586 22,342 - - 23,514
Other financial liabilities : 1,192 52,612 3.587 38,023 5.985 - 101,399
Cash flows arising from financial liabilities  2,084.335  191.119 9479 60,365 .5.985 - 2,351,283
Net liquidity gap ) (522.848) 205,945 508.925 - 13,520 (3.166) - 202,376 .
Cumulative net liquidity gap (522,848) (316,903) 192,022 205,542 202,376 202,376

Included in ‘Other financial liabilities' in the table above are cash flows for lease payments under the group's agreement for leased space at
1 Curzon Street These contractual payments comprise part of the onerous lease provision for that property (see note 25).
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Notes to the consofidated financial statements continued

31 Financial risk management continued
(i) Liquidity risk continued . ' -
Non-derivative cash flows continued ’

After 3 After 1
months year bul

Not more but not not more No fixed

on than more than than Aftes 5 maturity
demand 3 months 1year Syears years . date Total
AL 31 December 2016 £000 £000 £000 £000 £000 £000 £000
Cash and balances with central banks 1075003 125 670 - - - 1075798
Settlernent balances - 37787 - - - - 37.787
Loans and advances to banks . 73844 10215 30,505 18 - - 114,582,
Loans and advances to customers 3.822 21271 44,678 45233 - 430 - 115434
Debt securities and money market funds 103,599 251,698 453116 - - - 808413
Other financial assets 155 52939 335 343 - = 53772
Cash flows arising from financial assets 1,256.423 374,035 529,304 45,594 430 - 2.205.786
Deposits by banks 294 - - - - - 294
Settlement balances - 39,289 - - - - 39,289
Due to customers 1,768.215 119460 1,246 - - - 1888921
Subordinated loan notes - . 98 586 23514 - - 24198
Other financial ligbilities 1532 38177 3.963 27128 3.386 - 74.186
Cash flows arising from finandal l‘abllms 1,770.041 197.024 5.795 50642 3.386 -~ 20263888
NetlquIdIW&p (513618) 177011 523.509 (5.048) (2.956) - 178898

Cumulative net liquidity gap (513618) (336607) 186502 181.854 178,898 178898

Liabilities which do not have a contractual maturity date are categorised as ‘on demand'. Included within the amounts due to customers
on dernand are balances which historical experience shows are urilikely to be called in the short term. A prudent level of highly liquid
assets is retained to cover reasonably foreseeable short term changes in client deposits. All debt securities are readily marketable and can
be realised through disposals.

The group holds £2,565,000 of equity investrnents (2016: £1,864,000) which are subject to liquidity risk but are not included in the tablé
above. These assets are held as available for sale securities and have no fixed rnatunty date; cash flows arise frormn receipt of dividends or
through sale of the assets.
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Off-balance sheet items ’ .
Cash flows arising from the group’s off-balance sheet financial liabilities (note 33) are summarised in the table below.

The contractual value of the group’s commitments to 'extend credit to clients and maximum potential value of financial guarantees are
analysed by the duration of the commitment Future minimum lease payments under non-cancellable operating leases are reported by
their contractual payment dates. Capital commitments are summarised by the earliest expected date of payment.

After3 " After1
months year but
"Not more but not not more
than more than " than After
3 months 1 year Syears S years Total
At 31 December 2017 £000 - £000 £000 £000 £000
L.oan commitments 30,025 : - - - 30.025
Financial guarantees - - 117 - 117
Operating lease commitments 712 3.817 28,780 57.293 90,602
Capital commitments 48 - - - 48
Total off-balance sheet items 30,785 3,817 28,897 57.293 120,792
After 3 After 1
' months year but
Not more but not not more
than more than than After
3 months 1year Syears 5years Total
At 31 December 2016 £000 £000 £000 £000 £000
Loan commitments 31642 - - - 31,642
Finandal guarantees ] - - 117 - 117
Operating lease commitments . 1481 4530 39,336 69,148 114,495
Capital commitments . ] 4.430 - - - 4430
Total off-balance sheetitems 37.553 4,530 39453 69,148 150684
Total liquidity requirement
After 3 After 1
months year but
Not more but not not more
On than more than than After
: demand 3 months 1year S years Syears Total
At 31 December 2017 £000 £'000 £000 £'000 £000 £000
Cash flows arising from financial liabilities 2,084,335 191,119 9,479 60,365 5985 2,351,283
Total off-balance sheet items ' - 30,785 3.817 28,897 57.293 120,792
Total liquidity requirement 2,084.335 221,904 13,296 89,262 63,278 2,472,075
After 3 After 1
months year but
Not more but not not more
On than more than than After
demand 3 months 1 year S years S years Total
At 31 December 2016 £000 £000 £000 £000 £000 £000
Cash flows arising from financial fiabilities 1770041 197,024 5795 50642 3386 2026888
Total off-balance sheet items - 37.553 4,530 339453 69,148 150684
Total liquidity requirement ‘ 1,770041 234577 10325 . 90095 72534 2177572
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Notes to the consolidated financial statements continued

| 31 Financial risk management contmued

(i) Market risk

Interest rate risk

Cash flow interest rate risk is the risk that the future cash flows of a financial instrument will fluctuate because of changes in market
interest rates. Fair value interest rate risk is the risk that the value of a financial instrument will fluctuate because of changes in market
interest rates.

The group’'s principal exposure to cash flow interest rate risk arises from the mismatch between the repricing of its financial assets and
liabilities. In particular, custorner accounts and loan balances are repriced very shortly after changes in base rates, whereas the yield on the
group’s interest-bearing assets is correlated to the future expectation of base rates and varies depending on the maturity profile of the
group's treasury portfolio. The average maturity mismatch is controlled by the banking cornmittee, which generally lengthens the
mismatch when the yield curve is rising and shortens it when the yleld curveis ﬁalhng.

The table below shows the consolidated repricing profile of the group's ﬁnanaal assets and liabilities, stated at their carrying amounts

categorised by the earlier of contractual repricing or maturity dates. -
After 3 Aﬁer 6 After1
manths months year but .
Not more but not but not not more Non-
than more than more than than After interest-

. 3 months 6 months 1'year Syears Syears bearing . Total
At 31 December 2017. £000 . £000 £000 - £000 £000 £:000 £000
Assets
Cash and balances with central banks 1,374,000 - .- - - 1,382 1.375.382
Settlement balances - .- - - - 46,784 46,784
Loans and advances to banks ) 86.673 244 30,000 - - 336 117,253
Loans and advances to customers 125,046 - . - - - 1,167 126,213
Investment securities: B
— equity securities ' .- - - - - 2,565 2,565
— unlisted debt securities and money market funds 368,708 85,005 355,000 - - - 808,713
Other financial assets - - - - - - 65.699 65,699
Total financial assets 1,954,427 85,249  385.000 = - 117,933 2,542,609
Liabilities
Deposits by banks 1,338 - - - - - 1,338
Settlement balances - - - - - 54,452 54,452
Due to customers 2,139,188 5,285 - - - 26,025 2,170,498
Subordinated loan notes - - - 19,695 - - 19,695
Other financial liabilities - - - - 42 81,694 81,736
Total financial liabilities = 2.140.526 5.285 - 19.695 42 162,171 2,327,719
Interest rate repricing gap L _ (186.099) 79,964 385,000 (19,695) ~ (42) -(44.238) 214,890
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After 3 After 6 After 1
months months year but
Not more but not but not not more Non-
than mare than more than than After interest-

3 months 6 months © lyear 5 years S years bearing Total
At 31 December 2016 £000 £000 £000 £000 £000 £000 £000-
Assets )
Cash and balances with central banks 1,075,000 - - - - 673 1075673
Settlement balances - - - ' - - - 37,787 37,787
Loans and advances to banks 83,766 - 30000 - - 322 114,088
Loans and advances to customers 110051 - - - - 900 110951
Investment securities:
— equity securities - - - - - 1.864 1,864
— unlisted debt securities and money market funds 353,557 155,000 295,000 - - - 803,557
Other finandal assets - - - - - 56,975 56975
Total financial assets 1622374 155,000 325,000 - - 98521 2200895
Liabilities .
Deposits by banks 294 - - - - - 294
Settlement balances - . - - - - - 39289 39,289
Due to customers 1.865,389 1,242 - - - 22264 1888895
Subordinated loan notes - - - 19,590 - - 18,580
Other financial liabilities - - - - - 64.586 64.586
Total financial liabilities 1,865,683 1.242 - 19,590 - 126139 2012654
Interest rate repricing gap (243,309) 153,758 325.000 (19.580). - (27618) 188241

The banking comrnittee has set an overall pre-tax interest rate exposure lirnit of £6,000,000 (2016: £6,000,000) for the total potential profit
or loss resulting from an unexpected immediate and sustained 2% movement in sterling interest rates for the Bank; the principal operating
subsidiary. The potential total profit or loss is calculated on the basis of the average number of days to repricing of the interest-bearing

liabilities cornpared with the period torepricing on a corresponding amount of interest-bearing assets.

, At 31 Decernber 2017, the Bank had a net present value sensitivity of £4,310,000 (2016: £3696,000) for an upward 2% shift in rates.
The group held no forward rate agreements at 31 December 2017 (2016: none). '

Foreign exchange risk

The groupis exposed to translational foreign exchange risk as it undertakes transactions in foreign currencies and is therefore exposed to
foreign exchange rate fluctuations. The group monitors its currency exposures that arise in the ordinary course of business on a daily basis
and significant exposures are managed through the use of spot contracts, from time-to-time, so as toreduce any currency exposure toa

minimal amount. The group has no structural foreign currency exposure.
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. Notes to the consolidated financial statements continued

31 Financial risk management continued

(iii) Market risk continued ‘ _ N
Foreign exchange risk continued .

The group does not have any material exposure to transactional foreign exchange risk The table below summarises the group's exposure
to foreign currency translation risk at 31 December 2017. Included in the table are the group’s financial assets and liabilities, at carrying
amounts, categorised by currency.

Sterling usdollar Euro Other Total

At 31 December 2017 . £000 £000 £000 £000 £000
Assets
Cash and balances with central banks ‘ 1,375,382 - - - 1375382
Settlement balances 46,166 465 - 153 46,784
Loans and advances to banks 80,727 15,363 13,946 7,217 117,253
Loans and advances to customers 118,591 4,482 3,140 - 126.213
Investment securities: B
— equity securities 2,565 - - - 2,565
— unlisted debt securities and money market funds 720,005 88,708 - - 808,713
Other financial assets 65.242 341 61 . 55 65.699
Total financial assets 2,408,678 109,359 17.147 . 7.425 2,542,609
Liabilities . '
Deposits by banks 1,338 - - . - 1,338
Settlement balances . 52431 950 958 113 54,452
Due to customers . 0 2,039,156 109,453 14,773 7.116 2,170,498
Subordinated I0an notes ) 19,695 - - - 19,695
Other financial lizbilities 81,580 26 130 - 81,736
Total financial liabilities 2,194,200 110,429 15,861 7.229 2.327.719
Net on-balance sheet position ’ 214,478 (1,070) 1,286 ) 196 214,890
Loan commitments . 30.025 - - - 30,025

. Sterling US doflar Euro Cther Total
At 31 Decernber 2016 £000 £:000 £000 £000 £000
Assets '
Cash and balances with central banks 1075673 - - - 1075673
Settlernent balances ' , 36911 809 10 57 37.787
Loans and advances to banks 74,503 21,205 12,217 6163 114,088
Loans and advances to customers 103110 4974 2867 - 110951
Investment securities:
— equity securities 1864 - - - 1,864
— unlisted debt securities and money market funds 755,000 48557 - - 803557
Other financial assets ; : 56613 303 10 49 56.975
Total financial assets ] 2103674 75,848 - 15104 | 6269 2,200.895
Liabilities R
Deposits by banks ) 294 - - - 294
Settlement balances ) 37343 4 1830 116 - 39,289
Due to customers 1796166 . 72439 14,567 5723 1,888,895
Subordinated loan notes 15,590 - - - 19,590
Other financial liabilities 64,467 31 44 44 64,586
Total financial liabilities 1917.860 74300 14,727 5,767 2012654
Net on-balance sheet position 185814 1,548 377 502 188.241
Loan commitments 31642 - - - 31642

{
A 10% weakening of the US dollar against sterling occurring on 31 December 2017, would have increased equity and profit after tax by
£86,000 (2016: reduced by £124,000). A 10% weakening of the euro against sterling occurring on 31t December 2017, would have reduced
equity and profit after tax by £104,000 (2016 reduced by £30,000). A 10% strengthening of the US dollar or euro would have had an equal B
and opposite effect. This analysis assumes that all other variables, in particular other exchange rates, rermain constant.
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Pricerisk

Price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market prices
(other than those arising from interest rate risk or foreign exchange risk). The group is exposed to price risk through its holdings of equity
investrent securities, which are reported at their fair value (note 17).

At 31 Decernber 2017, the fair value of equity securities recognised on the balance sheet was £2.565000(2016: £1,864,000). A 10% fall in

global equity markets would, in isolation, result in a pre-tax decrease to net assets of £133000 (2016 £110,000); there would be noimpact
.on profit after tax. A 10% rise in global markets would have had an equal and opposite effect.

Fair values ,
The table below analyses financial instruments measured at fair value into a fair value hierarchy based on the valuation technique used to
determine the fair value.

— Level1: quoted prices (unadjusted) in active markets for identical assets or liabilities.
— Level 2 inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly or indirectly.

— Level 3:inputs for the asset or liability that.are not based on observable market data
b ) ' Level 1 Level 2 ' Level 3 Total

At 31 December 2017 £000 £000 £000 £000
Assets ,
Available for sale securities: .
— equity securities 2,565 - - 2,565
— money market funds , - 106,747 - 106,747
2,565 106,747 - 109,312
. Levell © Level2 Level 3 Total
At 31 December 2016 . £000 £000 £000 £000
Assets : '
Available for sale securities:
_ — equity securities; . 1.864 - - 1.864
— mongy market funds - 103,557 - 103,557
) 1.864 103.557 - 105.421

SUBWILYS
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The group recognises transfers between levels of the fair value hierarchy at the end of the reporting period during which the change has
occurred. There have been no transfers between levels during the year (2016: none).

The fair value of listed equity securities is their quoted price. Money market funds are demand éecuriu‘es and changes to estimates of
interest rates will not affect their fair value The fair value of money market funds is their daily redemption value.

The fair values of the group's other financial assets and liabilities are not materially different from their carrying values, with the exception
of the following: -

— Held to maturity investment debt securities (note 17) cornprise bank and building society certificates of deposit, which have fixed
coupons. The fair value of debt securities at 31 Decernber 2017 was £704.002.000 (2016: £704.815,000) and the carrying value was
£701.866,000 (2016: £700,000,000). Fair value for held to maturity assets is based on market bid prices, and hence would be
categorised as level 1 within the fair value hierarchy.

- Subordinated loan notes (note 26) comprise Tier 2 loan notes. The fair value of the loan notes at 31 December 2017 was £20.478 000
(2016: £19,578,000) and the carrying value was £19,695,000 (2016: £19,590,000). Fair value of the loan notes is based on discounted
future cash flows using current market rates for debts with similar remaining maturity, and hence would be categorised as level 2in the
fair value hierarchy.
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Notes to the consolidated financial statements continued ’

32 Capital management

Rathbone Brothers Plc's capital is defined for accounting purposes as total equity. As at 31 December 2017 this totalled £363278 000 (2016:

£324,813000).

Rathbone Investinent Management has issued 10 year subordinated Tier 2loan notes (note 26). As at 31 December 2017, the carrying value

of the notes was £19,675.000 (2016: £19,590,000). From time-to-time, the group also runs small overnight overdraft balances as part of

working capital:

The group’s objectives when managing capital are to:

— safeguard the group's ability to continue as a gomg concemn so that it can continue to provide returns for shareholders and benefits for
other stakeholders;

— maintain a strong capital base in a cost-efficient manner to be able to support the development of the business when required;

— optimise the distribution of capital across group companies, reflecting the requirements of each business;

— strive to make capital freely transferable across the group where possible; and

— comply with regulatory requirements at all times.

Rathbones s classified for capital purposes as a banking group and performs an Internal Capiial Adequacy Assessment Process (ICAAP),

which s presented to the PRA on an annual basis. Regulatory capital résources for ICAAP purposes are calculated in accordance with

published rules. These require certain adjustrnents to and certain deductions from accounting capital, the latter largely in respect of

intangible assets. The ICAAP compares regulatory capital resources against regulatory capital requirements derived using the PRA's Pillar 1

and Pillar 2 methodology. The group has adopted the standardised approach to calculating its Pillar 1 credit risk component and the basic

indicator approach to calculating its operational risk component. Capital management policy and practices are applied at both group and
entity level

At 31 Decernber 2017 the group's regulatory capital resources, including retained earnings for 2017, were £216,838,000 (2016: £174,192,000).
The increase in reserves during 2017 is due an increase in the group's retained eamings on account of profits generated in the year and the
gain on remeasurement of the defined benefit liabilities.

In addition to a variety of stress tests performed as part of the ICAAP process, and daily reporting in respect of treasury activity, capital
levels are monitored and forecast on a monthly basis to ensure that dividends and investrnent requirements are appropriately managed
and appropriate buffers are kept against adverse business conditions.

Nobreaches were reported to the PRA during the financial years ended 31 December 2016 and 2017.

33 Contingent liabilities and commitments

(a) Capital expenditure authorised and contracted for at 31 December 2017 but not provided in the finandal statements arounted to
£48,000 (2016: £4,430,000).

(b) The contractual amounts of the group’s commitments to extend credit toits clients are as follows:

2017 2016

: : £000 - __£000

Guarantees i ' ' 117 117
Undrawn commitments to lend of 1 year or less : . 20,985 25661
Undrawn commitments to lend of more than 1 year 9,040 5981
: 30,142 31,759

The fair value of the guarantees is £nil (2016: £nil).
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() The group leases various offices and other assets under non-cancellable operating lease agreements. The leases have varying terms
and renewal rights. At 31 December 2017, the group's agreements to lease space at 8 Finsbury Circus had remaining lease terms of15
years; total payments due over this period are £75946,000. The leases provide for rent reviews every 5 years.

2017 2016
Payments under non-cancellable operating leases - £'000 £000
No later than 1 year . 4,529 6011
Later than 1 year and no later than 5 years 28,780 39336
Later than 5 years : 57,293 69.148

90.602 114495

The above table excludes total lease payments of £18124,000, at 31 Decernber 2017, under the group's agreement for leased space at 1
Curzon Street, as these payments are included as part of the cash flows that comprise the onerous lease provision for that property
(see note 25). These cash flows have been included in ‘Other financial liabilities' in note 31.

(d) The arrangements put in place by the Financial Services Compensation Scheme (FSCS) to protect depositors and investors from loss
in the event of failure of finandial institutions has resulted in significant levies on the industry in recent years. The financial impact of
unexpected FSCS levies islargely out of the group's control as they result from other industry failures.

There is uncertainty over the level of future FSCS levies as they depend on the ultimate cost to the FSCS of industry failures. The
group contributes to the deposit class, investment fund management class and investrment mtermedlanon levy classes and accrues
levy costs for future levy years when the obligation arises.

34 Related party transactions

Transactions with key management personnel

The remuneration of the key management personnel of the group, who are defined as the company’s directors and other members of
senior management who are responsible for planning, directing and controlling the activities of the group, is set out below. Further
information about the remuneration of individual directors is provided in the audited part of the directors' remuneration report on page 95.
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2017 2016

, £000 £000

Short term employee benefits 10951 . 10750
Post-employment benefits ’ 327 330
Other long term benefits . 2,425 1,581
Share-based payments 2,187 2775
. 15,890 15436

Dividends totalling £408000 were paid in the year (2016: £302,000) in respect of ordinary shares held by key management personnel
and their close family members.

As at 31 Decemnber 2017, the group had outstanding interest-free season ticket loans of £6,000 (2016 £6,000) issued to key
management personnel

At 31 December 2017, key management personnel and their close family members had gross outstanding deposits of £4,059,000 (2016
£5.464,000) and gross outstanding banking loans of £728,000 (2016: £959,000), all of which (2016: all) were made on normal business
termns. A number of the group’s key management personnel and their close family members make use of the services provided by
companies within the group. Charges for such services are made at various staff rates.
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Notes to the consolidated financial statements continued

34 Related party transactions continued -

Other related party transactions A
The group’s transactions with the pension funds are described in note 27. At 31 December 2017, no amounts were outstanding with either
the Laurence Keen Scheme or the Rathbone 1987 Scheme (2016: £1il).

One group subsidiary, Rathbone Unit Trust Management, has authority to manage the investments within a number of unit trusts.
Another group company, Rathbone Investrnent Management International, acted as investment manager for a protected cell company
offering unitised private client portfolio services. During 2017, the group managed 25 unit trusts, Sociétés dInvestissement a Capital
Variable (SICAVs) and open-ended investment companies (OEICs) (together, ‘collectives’) (2016: 25 unit trusts and OEICs).

The group charges each fund an annual management fee for these services, but does not eam any performance fees on the unit trusts.
The management charges are calculated on the bases published in the individual fund prospectuses, which also state the terms and
conditions of the management contract with the group. .. ’

The following transactions and balances relate to the group’s interest in the unit trusts: .
2017 2016

Year ended 31 December ] £000 _£000
Total management fees : 35.525 27.783
‘ 2017 2016

As at 31 December £'000 £000
Management fees owed to the group 3,266 2557
Holdings in unit trusts (note 17) 2,565 1,864
) 5,831 4421

Total management fees are included within fee and commission income' in the consolidated statement of comprehensive income.

Management fees owed to the group are included within 'acérued income' and holdings in unit trusts are classified as ‘available for sale
equity securities' in the consolidated balance sheet. The maximum exposure to loss is limited to the carrying amount on the balance sheet
* as disclosed above.

Allamounts outstanding with related parties are unsecured and will be settled in cash. No guarantees have been given or received.
No provisions have been made for doubtful debts in respect of the amounts owed by related parties.
35 Interestin unconsolidated structured entities

As described in note 34, at 31 December 2017, the group owned units in collectives managed by Rathbone Unit Trust Management with
avalue of £2565000 (2016: £1.864.000), representing 0.05% (2016: 0.05%) of the total vaiue of the collectives managed by the group.
These assets are held to hedge the group's exposure to deferred remuneration schemnes for employees of Unit Trusts.

The group's primary risk associated with its interest in the uni trusts is from changes in fair value of its holdings in the funds.

“The group is not judged to control, and therefore does not consolidate, the collectives. Although the fund trustees have limited rights to
remove Rathbone Unit Trust Management as managet, the group is exposed to very low variability of returns from its management and
share of ownership of the funds and is therefore judged to act as an agent rather than having control under IFRS 10.

<
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36 Consolidated statement of cash flows -

For the purposes of the consolidated statement of cash flows, cash and cash equivalents comprise the following balances with less than

three months until matunty from the date of acquisition:

2017

2016

KUIWANLS

|EpuRUY pAILPHOSUO)

: . £000 £000
Cash and balances at central banks (note 14) . 1,374,002 1075673
Loans and advances to banks (note 15) ' 87,009 83844
Available for sale investment securities (note 17) » . 106.747 103,557
At 31 December : 1,567.758 1263074
Available for sale investment securities are amounts invested in money market funds, which are realisable on demand.
Cash flows arising from issuing ordinary shares comprise:
2017 2016
£000 £000
Share capital issued (note 28) 31 128
Share premium on shares issued (note 28) i 3.098 42348
Shares issued in relation to share-based schemes for which no cash consideration was recewed (441) (1.631)
Shares issued in relation to business comblnatlons (note 28) - (646)
2,688 40,199
Areconciliation of the movernents of liabilities to cash flows arising from financing activities were as follows:
Liabilities Equity
Subordinated  Share capital/ Retained
loan notes premium  Reserves eamnings Total
£:000 £000 £000 £:000 £000
At 1 January 2017 . 19,590 142,526 25,742 156,545 344,403
Changes from financing cash flows
Proceeds from issue of share capital - 3.129 - - 3,129
Proceeds from sale of treasury shares . - - 1,379 (1.820) (441)
Dividends paid - - - (29.420) (29.420)
Total changes from financing cash flows - 3,129 1,379 (31,240) (26.732)
The effect of changes in foreign exchange rates - - - . - -
Changes in fair value , , - - - - -
Other changes )
Liability-related )
Interest expense 1,276 - - - 1,276
Interest paid - (1.171) - - - (1,171)
Total liability-related changes : 105 - - - 105
Total equity-related other changes - - 100 65.097 65,197
At 31 December 2017 19.695 145.655 27,221 190,402 382,973
37 Events after the balance sheet date
There have been no material events occurring between the balance sheet date and the date of signing this report
rathbonescom 167



Notes to the consclidated financial statements continued

38 Country-by-country reporting

Introduction

HM Treasury has transposed the requirements set out under Capital Requirements Directive IV (CRD IV) and issued the Capital
Requirements Country-by-Country Reporting Regulations 2013, effective 1 January 2014. The legislation requires Rathbone Brothers Plc
(together with its subsidiaries, the group) to publish certain additional information, on a consolidated basis, for the year ended

31 December 2017.

Basis of preparation: d

Country In most cases, we have determined the country by reference to the country of tax residence. Where.an
entity is not subject to tax (eg a partnership) we have considered thelocation of management or the
jurisdiction in which the revenues are generated. In these cases itis possible that tax is paid in a different
country to the one in which profits are reported. .

Nature of activities The nature of activities within the United Kingdom are described within our services on page 2to 5.

. ~ Discretionary investrnent management is the sole activity which occurs in Jersey.
Tumover Turnover is defined as operating income. As the consolidated results are split by country, there is an

element of double counting when inter-jurisdictional transactions (for example, the payment of dividends)
occur. The entries to eliminate this double counting are included at the bottom of the table to enable the
disclosed figures to agree tothe published consolidated accounts of the group.

Profit/(loss) before taxation  These are accounting profits. As with tumover some double counting may arise and again thls has been

)

-eliminated at the bottom of the table. The majority of the total relates to the elimination of inter-
jurisdictional dividends which are reflected as profits in the United Kingdom.

Tax paid This column reflects corporation tax actually paid in the year. Note that it is rare that tax paid in any given
year relates directly to the profits earned in the sarmne period.
Public subsidiesreceived . The group received no public subsidies in the year. -
Number of employees The number of employees reported is the average number of full time erployees who were permanently
employed by the group, or one of its subsidiaries, during the year. Contractors are excluded.
Subsidiaries Alist of the subsidiaries of the group., including their main activity and country of incorporation, is shown
within note 43.
Profit/(loss) -
. before
M Tumover taxation Tax paid Number of
Country . - | £000 £'000 £'000 employees
United Kingdom ' 284,726 56,914 13,850 1,132
Jersey 10,831 = 2,493 . 237 15
Sub-total’ . 295,557 59,407 14,087 1,147
Intergroup eliminations and other entries arising on consolidation (3.985) (506) - -
Total. 291,572 58.901 14,087 1,147
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Company statement of changes'in equity

for the year ended 31 December 2017

Available for Retained
Share capital Share premium sale reserve Own shares eamings Total equity
Note £000 £:000 £000 £000 £000 £000
At 1 January 2016 2407 97,643 71 6.177) 63981 157925
" Profit for the year , B 40950 40950
Net remeasurement of defined benefit liability 49 (37.318) (37.318)
Net gain on revaluation of available for sale ’ .
investment securities 17 93 93
Deferred tax relating to components of other
comprehensive income 46 (14) 5936 5922
Other comprehensive income net of tax - - 79 - (31.382) (31.303)
Dividends paid ' 42 . (26.479) (26.479)
Issue of share capital ' 50 128 + 42,003 42131
Share-based payments: :
— value'of employee services 3,035 3035
— cost of own shares acquired 50 (1.585) (1.585)
— cost of own shares vesting 50 1,084 (1,084) -
— own shares sold ) 50 345 435 780
— tax on share-based payments 46 (115) (115)
" At1January 2017 ) 2,535 139,991 150 (6.243) 48,906 185,339
Profit for the year ) 32,614 32.614
Net remeasurement of defined benefit liability 49 17,288 17.288
Revaluation of available for sale investment
securities: ' .
— net gain from changes in fair value ’ 17 163 163 |
|- net profit on disposal transferred to profit or loss
during the year (43) 43)
Deferred tax relating to components of other . \ )
comprehensive income 46 ] (20) (2,939) (2,959)
Other comprehensive income net of tax - - 100 - 14,349 14,449
Dividends paid , 42 (29,420) (29.420)
Issue of share capital 50 31 3,098 " 3,129
Share-based payments:
— value of employee services 3,591 3.591
— cost of own shares acquired 50 (441) (441)
— cost of own shares vesting 50 ! 1,820 (1.820) -
— tax onshare-based payments - 46 328 328
At 31 Decemnber 2017 2,566 143,089 250 (4.864) 68,548 209.589
- A 3
The accompanying notes form an integral part of the company financial statements.
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Company balance sheet

as at 31 December 2017
2017 2016
Note £000 £000
Non-current assets .
Investment in subsidiaries : : 43 180,503 140,503
Other investments : . . 44 12,565 11.864
Deferred tax . 46 4,455 8128
: : 197.523 160.495
Current assets
Trade and other receivables 45 114,597 131310
Current tax asset 1,616 92
Cash and cash equivalents . 7.400 6212
123,613 137.614
Total assets ' ' ' 321,136 298109
Current liabilities .
Trade and other payables . 47 (73,018) (59,264)
Provisions for liabilities and charges 48 (22,929) (14,051)
i - (95.947) {73315)
Net current assets - . 27,666 64,293

Non-current liabilities .
Retirernent benefit obligations' 49 (15,600) (39.455)

Total liabilities : (111.,547) (112,770)
Netassets _ ) A 209,589 185339
Equity N

Share capital 50 2,566 - 2535
Share premium 50 143,089 139991
Available for sale reserve 250 - 150
Own shares o 50 (4.864) " (6.243)
Retained earnings A : . 68,548 48906
Equity shareholdefs/ funds ' : 209.589 185.339

The financial statgrients were approved by the board of dir d authorised for issue on 21 February 2018 and were signed on their.

behalf by: )

W —
Philip Howell : Paul Stockton
Chief Executive Finance Director

Company registered number: 01000403
The accompanying notes form an integral part of the company financial staternents.
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Company statement of cash flows,

for the year ended 31 December 2017

2017 2016
Note £000 £000
Cash flows from operating activities
Profit before tax . 30,390 40955
Net profit on disposal of available for sale investment securities 43) -
Net interest and dividends receivable ) (47.576) (48772)
Net charge for provisions 48 16,523 964
Defined benefit pension scheme charges 49 (2.948) 3058
Defined benefit pension scheme contributions paid 49 (3.619) (5.422)
Share-based payment charges 50 3.871 5.201
(3.402) (4.016)
Changes in operating assets and liabilities: .
— netdecrease in trade debtors ) - -
— net decrease/(increase) in prepayments, accrued income and other assets 16,712 (52.946)
— netincrease in accruals, deferred income, provisions and other liabilities 5.590 7.959
Cash used in/(generated from) operations 18.900 (49,003) -
Tax received 1.747 397
Net cash inflow/(outfiow) from operating activities 20.647 (48.606)
Cash flows from investing activities
Interest received 24 94
Interest paid (208) (81)
Inter-company dividends received 48,000 48,800
Acquisition of subsidiaries - (2532)
Investment in subsidiaries 43 (40,000) (11.725)
Repayment of subordinated loans by group undertakings 43 - 1750
Purchase of other investments (698) (701)
Proceeds from sale of investments 160 -
Net cash genérated from investing activities 7.278 35605
Cash flows from financing activities : 4
Issue of ordinary shares ’ 50 2,688 40199
Dividends paid 42 (29.420) (26,479)
Net cash (used in)/generated from financing activities . (26.732) ~13720
Netincrease in cash and cash equivalents 1,193 719
Cash and cash equivalents at the beginning of the year 5,963 5.244
Cash and cash equivalents at the end of the year 55 7,156 5.963
The accompanying notes form an integral part of the company financial staternents.
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Notes to the company financial statements

39 Significant accounting policies

Statement of compliance

The separate financial statements of the éompany are presented as required by the'Cornpanies Act 2006 and have been prepared
in accordance with Intemational Flnanaal Reporting Standards (IFRS), as adopted by the European Union, and IAS 27'Separate
Financial Statements':

On publishing the parent company ﬁnancial statements here together with the group financial statements, the company is taking
advantage of the exemption in Section 408 of the Companies Act 2006 not to present its individual staternent of comprehensive income
and related notes that form a part of these approved financial statements.

_ Developments in reporting standards and interpretations

Developments in reporting standards and interpretations are set out in note 13 to the consolidated financial staternents.

. Principal accounting policies

The financial staternents have been prepared on the historical cost basis, except for the revaluation of certain financial instruments.

The prindpal accounting policies adopted are as set cut below.

Investments in subsidiaries

Investments in subsidiaries are stated at cost less where appropriate, prov1510n for impairment.

Management charges

Intra-group management charges arise in relation to staff costs and other administrative expenses that are initially borne by the company
and then recharged to other group companies, when incurred.

Accounting policies in relation to impairment, interest income, dividend income, operating leases, foreign currency, retirement benefit
obligations, taxation, cash and cash equivalents and share-based paymenits are set out in note 1 to the consolidated financial statements.

40 Critical accounting judgements and key sources of estimation and uncertainty

The critical accounting judgement and key sources of estimation and uncertainty arise from the company’s defined benefit pension
schemnes and the onerous lease provision in relation to surplus property at the company’s previous head office at 1 Curzon Street. These
are described in note 2 to the consolidated financial statements.

41 Profit for the year

As permitted by Section 408 of the Cormnpanies Act 2006 the cornpany has elected not to present its own statement of comprehensive
income for the year. Rathbone Brothers Plc reported a proﬁt after tax for the financial year ended 31 December 2017 of Es2,614,ooo (2016:
£40,950,000).

Auditor's remuneration for audlt and other servicesto the company are set out in note 7 to the financial staternents.

The average number of ernployees on a full time equivalent basis, during the year was as follows:

2017 2016
Investment Management:
- investment management services ) 715 681
— advisory services .92 82
Unit Trusts . 28 27
Shared services 293 259
’ 1,128 1049
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42 Dividends

Details of the company’s dividends paid and proposed for approval at the Annual General Meeting are set out in note 12 to the

consolidated financial statemnents.
The company’s dividend policy is described in the directors report on page 104.
Reserves available for distribution as at 31 December were comprised as follows:

2017

2016

£000 £000
Net assets 209,589 185.339
Less:
— share capital (2.566) (2.535)
— share premium (143.089) (139,991)
Distributable reserves 63.934 42813
Movements in reserves available for distribution were as follows:
2017 2016
£000 £000
Asat 1 January 42,813 57875
Profit for the year 32,614 40950
Net remeasurement of defined benefit liability 14,349 (31.382)
Net gain on revaluation of available for sale investment securities 100 79
Dividends paid C (29.420) (26.479)
QOther moverments 3.478 1770
As at 31 December ~ 63,934 42,813
43 Investment in subsidiaries
Subordinated
loans to group
Equities undertakings Total
£000 £000 £000
At 1 January 2016 128857 1,750 130607
Additions 11725 - 11,725
Disposals (79) (1.750) (1.829)
At 1 January 2017 140,503 - 140,503
Additions 40,000 - 40,000
Disposals - - -
At 31 December 2017 180.503 - 180,503
AN
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Notes to the company finandal statements continued

/. . . g . .
43 Investment in subsidiaries continued .

Equities .

On 11 Decermnber 2017, 445,000 ordinary shares of £1 each in Rathbone Investment Management were issued to the company at a price of
£90 per share for cash consideration.

At 31 December 2017 the company’s subsidiary undertakings were as follows:

’ Subsidiary undertaking Activity and operation

Rathbone Investment Management Limited ' ’ Investment management and banking services
Rathbone Investment Management International Limited* . Investment management
Rathbone Trust Company Limited . . Trust and tax services
Rathbone Unit Trust Management Limited* . Unit trust management
Arcticstar Limited ‘ . Introducer of private dients
Vision Independent Financial Planning Limited ' Financial planning services
Castle Investment Solutions Limited Investment support services .
Rathbone Trust Legal Services Limited* Trust and legal services
Laurence Keen Holdings Limited ] Intermediate holding company
Rathbone Directors Limited* ‘ : Corporate director services
Rathbone Secretaries Limited* g Corporate secretarial services
Laurence Keen Nominees Limited* Corporate nominee
Neilson Cobbold Client Nominees Limited® Corporate nominee
Rathbone Nominees Limited® . : ' Corporate nominee
Citywall Nominees Limited" . : Corporate nominee
Penchart Nominees Limited* Corporate nominee
Rathbone Pension & Advisory Services Limited : ’ Non-trading
Rathbone Stockbrokers Limited® . Non-trading
Dean River Asset Management Limited* . . Non-trading
RM. Walkden & Co. Limited” ' - Non-trading

*  Held by subsidiary undertaking ' ' ' \
The registered office for all subsidiary undertakings is 8 Finsbury Circus, London, EC2M 7AZ except for the following

Subsidiary undertaking Registered office
RathboneInvestment Management Limited Port of Liverpoo! Building Pier Head, Liverpool, L3 INW
Rathbone Investment Management International Limited * 26 Esplanade. St Helier, Jersey. JE1 2RB
Vision Independent Financial Planning Limited Vision House, Unit 6A Falmouth Business Park. Bickland Water Road,

. Falmouth, Cornwall, TR11 452
Castle Investment Solutions Limited Vision House, Unit 6A Fplmouth Business Park, Bickland Water Road,

Falmouth, Cornwall, TR11 452

The company owns, directly or indirectly, 1009 of the ordinary share capital of all subsidiary undertakings.
On1 January 2018, 17,645 ordinary shares of Sp each in Vision Independent Finandial Planning Limited were issued to the company at a

price of £295 per share in exchange for the company’s equity holding in Castle Investment Solutions. This transaction is not reflected in the
above disclosure. .

~

44 Otherinvestments

Available for sale securities *

2017 2016
' £'000 £000
Equity securities - at fair value: .
— listed 2.565 1864
Money market funds - at fair value: )
— unlisted 10,000 10,000
i ) . b 12,565 11,864
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45 Trade and other receivables

2017 2016

£000 : £000

Prepayments and other receivables 4,403 3836
Amounts owed by group undertakings . : 110,194 127474
114.597 131310

Current 114,597 131,310
Non-current ] - -
- 114,597 131.310

46 Deferred tax

The Finance Bill 2016 contained legislation to reduce the UK corporation tax rate to 17.0% in April 2020 and was substantively enactedin
Septemnber 2016. Deferred income taxes are calculated on all temporary differences under the liability method using the rate expected to
apply when the relevant timing differences are forecast to unwind.

The movemnent on the deferred tax account is as follows:

. Staff- Available
Share-based related for sale
Pensions payments costs securities Total
. £000 £000 £'000 £000 £:000
As at 1 January 2017 . . 6,705 1,264 189 (30) 8.128
Recognised in profit or loss in respect of: .
— current year . (1.264) (57) 144 - 1.177)
— prior year ’ - - - - -
— changein rate 148 4 17) - 135
Total recognised in profit or loss (1,116) . (53) 127 - ’ (1,042)
Recognised in other comprehensive income in respect of:
— current year (3.327) - - (23) (3.350) ——
— prior year . S~ - - - -
— changeinrate 388 - - 3 391 - 80
Total recognised in other comprehensive income (2.939) - - (20) (2,959) § .3
82
Recognised in equity in respect of: . ) G2
— currentyear - 318 - - 318 3
— prior year - 10 - - 10 &
— changein rate - - - - -
Total recognised in equity - 328 - - 328
As at 31 December 2017 2,650 1,539 316 (50) 4,455
Staff- + Available
Share-based related for sale
Pensions . payments costs securities Total
£000 £'000 £000 £000 £:000
Deferred tax assets ' 2,650 1,539 316 - 4,505
Deferred tax liabilities - - - (50) (50)
As at 31 December 2017 2,650 1,539 .316 (50) 4,455
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46 Deferréd tax continued

Staff- Avallable
Share-based related for sale
Pensions payments costs securities Total
£000 £000 £000 £000 £000
As at 1-January 2016 .o 853 - . 1690 37 (16) 2564
Recogpnised in profit or loss in respect of:
— current year ’ : (473) (182) 137 - (518) .
—prior year - - 44 - 44
— changeinrate 389 (129) (29) - 231
Total recognised in profit or loss (84) (311) 152 - (243)
Recognised in other comprehensive income in respect of:’ )
— current year . 7464 - - (18) ¢ 7446
— prior year . i - - - - ' -
— changeinrate (1.528) - - 4 (1.524)
Total recognised in other comprehensive income 5936 - - (14) 5922
Recognised in equity in respect of:

- current year - R (99) - - (99)
— prior year . ' - - - - -
~ changein rate N - . (16) - - (16)
Total recognised in equity - (115) - - (115)
As at 31 December 2016 6705 1.264 189 (30) 8128

Staff- Avallable

. Share-based refated for sale
Pensions payments costs sequrities Totat
£000 £000 £000 £:000 £000
Deferred tax assets 6,705 . 1.264 189 - 8158
Deferred tax liabilities ) - i - (30) (30)
As at 31 December 2016 6.705 1,264 189 (30) 8128

47 Trade and other payables -

: 2017 2016
. £000 £000
Trade creditors ) ' ' 355 571
Accruals, deferred income and other creditors ' 64,672 53,338
Amounts owed to group undertakings ' : 230 -
Other taxes and social security costs 7.761 5,355
73,018 59.264

The fair value of trade and other payables is not materially different from their carrying amount.
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48 Provisions for liabilities and charges

Deferred, Deferred and

variable costs contingent
to acquire client consideration
refationship in business Property-
i ibl combinati related Total
£000 £000 £000 £000
Asat 1 January 2016 5,001 3908 1741 14,650
Charged to profit or loss - - 964 964
Other movements 7.820 3 - 7.823
Utilised/paid during the year (6.611) (2.775) - (9.386)
. As at 31 December 2016 10,210 1,136 2,705 14,051
Charged to profit or loss : - - 16,523 16,523
Other movements ’ 2,743 84 - 2,827
Utilised/paid during the year . (4.883) - (5.589) (10.472)
As at 31 December 2017 8,070 1,220 13,639 22,929
Payable within 1 year 4,768 ~ 5.794 10,562
Payable after 1 year . 3.302 1,220 7.845 12,367
) 8.070 1,220 13,639 22,929

" Deferred, variable costs to acquire client relationship intangibles of £2,743,000 arose during the year, in relation to deferred payments to
investment managers and third parties linked to the value of client funds introduced (2016: £7,820,000).

'Deferred and contingent consideration of £1,220,000 (2016: £1.136,060) is the present value of amounts payable at the end of 2019in
respect of the acquisition of Vision Independent Financial Planning and Castle Investment Solutions.

Property-related provisions of £13639,000 relate to dilapidation and onerous lease provisions expected to arise on leasehold premises held
by the company (2016: £2,705,000). Dilapidation provisions are calculated using a discounted cash flow model; during the year, provisions
have decreased by £544,000 (2016: increased by £964,000) due to the vtilisation of the dilapidation provision held for surplus property at
1Curzon Street dunng the year.

Provisions payable after one year are expected to be settled within two years of thebalance sheet date (2016: three years), except for the
property-related provisions of £7.845,000 (2016: £1, 413000) These are expected to be settled within 19 years of the balance sheet date
(2016: 20 years).

49 Long-term employee benefits
Details of the defined benefit pension schemes operated by the company are provided in note 27 to the consolidated financial statements.

50 Share cépital, own shares and share-based payments ;

Details of the share capital of the company and ordinary shares held by the company together with changes thereto are provided in notes
28 and 29 to the consolidated financial statermnenits. Details of options on the company’s shares and share-based payments are set out in
note 30 to the consolidated financial staternents.

'
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Notes to the company financial statements continued

51 Financial instruments

The company's risk managernent policies and procedures are integrated with the wider Rathbones group's risk management process. The
Rathbones group has identified the risks arising frorn all of its activities, including those of the company, and has established policies and
procedures to manage these items in accordance with its risk appetite. The company categorises its financial risks into the following
primary areas: '

@)  creditrisk;

(i)  liquidity risk;

(ii) market risk (which includes fair value interest raterisk, cash flow interest rate risk, foreign exchange risk and price risk); and

(iv)  pension risk

The company’s exposures to pension risk are set out in note 27 to the consolidated financial statemnents.

The sections below outline the group risk appeute as applicable to the compary, and explain how the company defines and manages
- each category of financial risk.

The company’s financial risk management policies are designed to identify and analyse the financial risks that the company faces, to set
appropriate risk tolerances, limits and controls and to monitor the financial risks and adherence to limits by means of reliable and up-to-
date information‘systemns. The company regularly reviews its ﬁnanaal risk management policies and systems to reflect changes in the
business and the wider industry.

The company’s overall strategy and policies for monitoring and management of financial risk are set by the board of directors (the board).
The board has embedded risk management within the business through the executive committee and senior management.

(i) Creditrisk

The company takes on exposure to credit risk, which is the risk that a counterparty will be unable to pay amounts in full when due,
through its trading activities. The principal sources of credit risk arise frorn depositing funds with banks and through providing long term
and working capital financing for subsidiaries.

The company’s financial assets are categorised as follows:

P

Trade and other receivables
Trade and other receivables relate to amounts placed with subsidiaries, loans provided to subsidiaries and derivative financial instruments.

The collection and ageing of trade and other receivables are reviewed on a penodlc basis by management Impairment prov1510ns are
made for any debts which are consdered tobe doubtful for collection.

The company places surplus funds with its banking subsidiary, which operates under the group's credit risk managernent policies. Group
policy requires that funds are placed with a range of high-quality financial lnsntuuons Investments are spread to avoid excessive exposure
to any individual counterparty.

For the purposes of financial reporting the company categorises its exposures based on the long term ratings awarded to counterparties
by Fitch or Moody’s.

Cashand cash equivalents (balances at banks)
The company has exposure to financdial institutions through its bank depasits (reported within cash equivalents).

Impairment and provisioning policies
Impairment provisions are recognised for financial reporting purposes only for losses that have been incurred at the balance sheet date,
based on objective evidence of impairment.

All credit exposures are re\newed mdlv:dually at least annually or more regularly when 1nd1v1dual crcumnstances require. Impairment
allowances on credit exposures are determined by an evaluation of the incurred loss at the balance sheet date on a case by case basis.

Noimpairment losses arose during the year or in 2016. . '
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Maximum exposure to creditrisk

2017 2016

£000 £000
Other investments: . '
— money market funds . . 10,002 10,000
Trade and other receivables: -
— amounts owed by group undertakings 110,194 127474
— other financial assets ) o . 7.500 1112
Balances at banks ' . 7.400 6212

135.096 144798

The above table represents the gross credit risk exposure of the company at 3t December 2017 and 2016, without taking account of any
collateral held or other credit enhancernents attached.

Amounts owed by group undertakings do not have specific repayment dates and are paid down periodically as trading requires.

Trade and other receivables
Trade and other receivables are summarised as follows:

2017 2016

£000 £000
Neither past due nor impaired 110,194 127.474
Impaired . - 7
Gross carrying value . : 110,194 127474
Less: allowance for impairment - - -
Net carrying value : 110.194 127.474
Balances at banks /

All balances at banks were neither past due nor impaired The credit quahty of these balances is analysed below by reference to the long
term credit rating awarded by Fitch, or equivalent rating by Moody’s, as at the balance sheet date. )
2017 2016

£000 £000
A ) ’ 5.733 6194
Other* : . 1,667 18

7.400 6.212

*  Cashheld within the Emoloyee Benefit Trust
Debt securities
The table below presents an analysis of debt secunnes by rating agency designation, as at 31 December 2017, based on Fitch or Moody's

long term raung designation. }
2017 - 2016

Money Money
market market
funds Total funds Total
) £000 £000 £000 £000
AAA 10,000 10,000 10.000 10.000
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Notes to the company financial statements continued

51 Financial instruments continued

(i) Creditrisk continued : ‘ \

Concentration of credit risk

The company has counterparty credit risk within its balances at banks in that the principal exposure is to its banking subsidiary. The board
sets and monitors the group policy for the management of group funds, which include the placement of funds with a range of high-quality
financial institutions.

(3) Geographical sectors ’
The following table analyses the company’s credit exposures, at their carrying amounts, by geographical region as at the balance sheet
date. In this analysis, exposures are categorised based on the country of domicile of the counterparty.

United Rest of
Kingdom the world Total
At 31 December 2017 £000 £000 £000
Other investments: . ]
— money market funds R - 10,000 { - 10,000
Trade and other receivables: . . :
— amounts owed by group undertakings 109,906 288 110,194
~ other financial assets . ’ 1,196 439 1,635
Balances at banks ' 7.400 ‘- 7.400
128.502 727 129,229
United R‘es( of
Kingdom the wortd Total
AL31 December 2016 £000 £000 £000
Other investments: ’
~ money market funds : 10,000 - 10,000
Trade and other receivables: . ’
— amounts owed by group undertakings - 127,236 238 . 127474
~ other financial assets 658 443 1101
Balances at banks ' 6.212 - 6,212
] 144,106 681 144,787

At 31 Decernber 2017, all rest of the world exposures were to counterparties based in Jersey and the United States of America
(2016: Jersey and the United States of America). At 31 Decernber 2017, the company had n6 exposure to sovereign debt (2016: none). -

(b) Industry sectors .
The company’s credit exposures at the balance sheet date, analysed by the primary industry sectors in which our counterparties
operate, were: ' ' ’ .

! Financial ~Clients and other

institutions corporates Total
At 31 December 2017 £000 £000 £000
. Other investments: -
~ money market funds : 10,000 - 10,000
Trade and other receivables: ! ' K
— amounts owed by group undertakings 82,131 28,063 110,194
- — other financial assets ! : 2 1.633 1,635
Balances at banks ' : 7.400 - 7.400
. ’ ' ‘ 99,533 29,696 129,229
Financiat  Clients and other
institutions corporates Tota!
At 31 December 2016 £:000 £:000 £000
Other investments: : .
— money market funds ’ 10000 ) - 10,000
Trade and other receivables:

- — amounts owed by group undertakings ’ 103,126 24348 127.474..
— other financial assets 2 1,099 1,101
Balances at banks . 6212 - 6.212

' ) 119340 25,447 144,787
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(i) Liquidity risk

Liquidity risk is the risk that the company will encounter difficulty in meeting obhgauons associated with financial liabilities that are settled
by delivering cash or another financial asset. The company places its funds in short term or demand facilities with financial institutions to

ensure liquidity. The company has no bank loans (2016: £nil) and does not rely on external funding for its activities.

Non-derivative cash flows

The table below presents the undiscounted cash flows receivable and payable by the company on its non-derivative financial assets and
liabilities by rerdining contractual maturities at the balance sheet date.

After 3 - Afterl
months year but
Not more but not not more No fixed
On than more than than After 5 maturity
demand 3 months 1year 5years years date Total
At 31 December 2017 £000 £000 £000 £000 £000 £000 £000
Other investments: ' '
— money market funds 10,002 - - - - - 10,002
Trade and other receivables:
— amounts owed by group
undertakings 110,194 - - - - - 110,194
— other financial assets 7 600 639 3,435 2,819 - 7.500
* Balances at banks 7,156 - 244 - - - 7,400
Cash flows arising from
financial assets 127.359 600 883 3.435 2,819 - 135,096
Trade and other payables: -
— amounts owed to group .
undertakings: 230 - : - - - - 230
— other finandial liabilities 244 42,858 3.404 37.746 5.873 - 90.125 -
Cash flows arising from :
financial liabilities 474 42,858 3.404 37.746 5,873 - 90.355
Net liquidity gap 126,885 (42.258) (2.521) - (34.311) (3.054) - 44,741
Cumulative net liquidity gap 126,885 84,627 82,106 47.795 - 44,741 44,741
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Notes to the company ﬁnmdal statements continued

51 Financial instruments continued
(i) Liquidity risk continued
Non-derivative cash flows continued

After 3 After 1
months year but
Not more but not not more No fixed
On than more than than After 5 maturity
dermand .3 months 1 year Syears years date Total
At 31 December. 2016 £000 £000 £000 £000 £000 £000 - £000
Other investments:
— money market funds 10,002 - - - - - 10,002
Trade and other receivables:
—~ amounts owed by group : .
undertakings 127,474 - - - - - 127474
— other financial assets 5 429° 335 343 - - 1112
Balances at banks 5971 - 226 18 - - 6215
Cash flows arising from N
financial assets 143,452 429 561 361 - - 144,803 -
Trade and other payables:
— other finandial liabilities 226 29.794 3722 26718 3.364 - 63.824
Cash flows arising from
financial liabilities 226 29794 3722 26718 3364 - 63.824
Net liquidity gap 143,226 (29.365) (3.161) (26.357) (3.364) : - 80979
Cumulative net liquidity gap 143.226 113861 110,700 84,343 80979 80,979 i

Included within trade and other payables disclosed above are balances that are repayable on demand or that do not have a contractual
maturity date, which historical experience shows are unlikely to be called in the short term.

Included within other financial liabilities disclosed above are cash flows for lease payments under the company’s agreement for leased
space at 1 Curzon Street. These contractual payments comprise part of the onerous lease provision for that property (see note 25).

The company holds £2,565,000 of equity investmenits (2016: £1,864,000) which are subject to liquidity risk but are not included in the table
above. These assets are held as available for sale securities and have no fixed maturity date; cash flows arise from receipt of dividends or

through sale of the assets.
Off-balance sheet items

Cash flows arising from the comnpany’s off-balance sheet financial liabilities arise solely from operating leases (note 53) and are '
summarised in the table below. Future minimum lease payments under non-cancellable operating leases are reported by their

contractual payment dates. '
’ After 3 After 1
months year but
Not more but not not more
than more than than ' After S
3 months 1year Syears years Total
Operating lease commitments £000 £000 £000 £'000 £000
At 31 December 2017 658 3,651 27.973 57.002 89,284
At 31 December 2016 1426 4,362 38.487 68,681 112956
-
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Total liquidity requirement

R After 3 After1
J months year but
Not more " butnot not more
On than more than than After 5
demand 3 months 1year Syears years Total
At 31 December 2017 £000 £000 £000 £000 £000 _ £000
Cash flows arising from financial liabilities 474 42,858 3.404 37,746 5.873 90.355
Total off-balance sheet items - 658 3.651 27.973 . 57,002 89,284
Total liquidity requirement 474 43,516 7.055 65,719 62,875 179.639
After 3 After 1
months year but
Not more but not notmore
On - than more than than After 5
demand 3months 1year S years years Total
At 31 December 2016 £000 £000 £000 £000 £000 £000
Cash flows arising from financial liabifities 226 29,794 3722 26718 3364 63,824
Total off-balance sheet items - 1426 4,362 38487 68,681 112956
Total liquidity requirement 226 31,220 8084 65,205 72045 176.780

(iii) Market risk -
interest rate risk ‘

Cash flow interest rate risk is the risk that the future cash flows of a financial instrument will fluctuate because of changes in market

interest rates. Fair value interest rate risk is the risk that the value of a finand

' interest rates.

al instrument will fluctuate because of changes in market

The company’s principal exposure to cash flow interest rate risk arises from the mismatch between the repricing of its financial assets

and liabilities.

The table below shows the repricing profile of the company’s financial assets and liabilities, stated at their carrying amounts, categorised by

the earlier of contractual repricing or raturity dates.

rathbonescom

After 3 After 6 After1
months months year but
Not more but not but not not more Non-
than more than more than than After interest-

) 3 months 6 months dyear Syears 5 years bearing Total
At 31 December 2017 £000 _£:000 £'000 £000 £000 __£000 £'000
Assets '
Other investments:
— equity securities - - - - - 2,565 2,565
— money market funds 10,000 - - - - - 10,000
Trade and other receivables:
— amounts owed by group

undertakings - - - - - 110,194 110,194
— other financial assets - - - - - 1,635 1,635
Balances at banks 7.150 244 - - - . 6 7.400
Total financial assets 17,150 244 - - - 114,400 131,794
Liabilities :

) _Trade and other payables:
. — amounts owed to group .

undertakings - - - - - 230 230
— other financial liabilities - - - - - 70,520 70,520
Total financial liabilities - - - - - 70,750 70.750
Interest rate repricing gap 17,150 244 - - - 43,650 - 61,044
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Notes to the company finandal statements continued

51 Financial instruments continued

. §ii. Market risk continued

Interest rate risk continued
After 3 Aler 6 After 1
months months year but
Not more but not but not nol more Nor-
then more thap more than than After interest-
3 months 6 months 1 year Syears S yeais bearing Total

At 31 Decernber 2016 £000 £000 £000 £000 £000 £000 £000
Assets
Other investrents:
~ equity securities - - - - - 1,864 1.864
— money market funds 10,000 - - - - - 10.000
Trade and other receivables: - =
— amounts owed by group

undertakings - - - - - 127.474 127.474
- other financial assets - - - - - 1101 1101
Balances at banks 6.206 - - - - 6 6,212
Total financial assets 16.206 - - - - 130.445 146651
Liabilities
Trade and other payables:
— other finandal liabilities - - - - - 54,224 54.224
Total financial liabilities - - - - - 54,224 54,224
Interest rate repricing gap 16,206 - - - - 76221 92427 .

_ A1% parallel increase/decrease in the sterling yield curve would have no impact on profit after tax or equity (2016: no impact).

Foreign exchange risk

The company does not have any material exposure to transactional foreign exchange risk The table below surnmarises the company’s
exposure to foreign currency translation risk at 31 December 2017. Included in the table are the comnpany’s financial assets and liabilities,
at carrying amounts, categorised by currency.

n Sterling US dollar Euro Total
At 31 December 2017 £000 £000 £000 £000
Assets .
QOther investments:
— equity securities 2,565 - - 2,565
— money market funds 10,000 - - 10,000
Trade and other receivables: .
— amounts owed by group undertakings 110,194 - - 110,194
— other financial assets ' 1,383 252 - 1,635
Balances at banks 7.400 - - 7.400
Total financial assets 131,542 252 - 131,794
Liabilities
Trade and other payables:
— amounts owed to group undertakings 230 - - 230
— other financial liabilities ' 70.520 - - 70.520
Total financial liabilities 70,750 - - 70,750
Net on-balance sheet position 60.792 252 - 61,044
184
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Sterling - US dollar Euro Total

At 31 December 2016 - £000 £000 £000 £000
Assets.

Other investments:

— equity securities 1,864 - - 1,864
— money market funds 10,000 - - 10,000
Trade and other receivables: . )

— amounts owed by group undertakings 127,474 - - 127.474
— other financial assets ' . 841 260 .- 1101
Balances at banks® 6212 - - 6.212
Total financial assets 146391 260 - 146,651
Liabilities

Trade and other payables:

— other financial liabilities 54,224 - - 54.224
Total financial liabilities 54,224 - - 54,224
Net on-balance sheet position . 92,167 ~ 260 - 92427

A10% weakening of the US dollar against sterling occurring on 31 December 2017, would have reduced equity and profit after tax by
£20,000 (2016: £21,000). A 10% strengthening of the US dollar would have had an equal and opposite effect. This analysis assumes that all
other variables, in particular other exchange rates, remain constant. '

Price risk
The group's exposure to price risk, all of which is through the compariy’s holdings of equity investrent securities, is described in note 31.

Fair values
The table below analyses financial instruments measured at fair value into a fair value hierarchy based on the valuation technique used to
determine the fair value.

- Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.
‘= Level2 inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly or indirectly.
— Level 3.inputs for the asset or liability that are not based on observable market data

Levell Level 2 Level 3 Total
At 31 December 2017 £000 £000 £000 £000
Assets
Available for sale securities:
— equity securities . ‘ 2,565 - - 2,565
— money market funds - 10,000 - 10,000
2,565 10,000 - 12,565
. N Level1 Level 2 Level 3 Total
At 31 December 2016 £000 £000 £000_ £000
Assets ’
Available for sale securities: i
— equity securities . 1,864 - - 1.864
— money market funds - 10,000 - 10,000
1,864 10,000 - 11,864

The cornpany recognises transfers between levels of the fair value hierarchy at the end of the reporting period during which the change
has occurred. There have been no transfers between levels during the year (2016: nnone).

Details of the methods and assumptions used to determine the fair values of the financial assets in the above table, along with how’
reasonably possible changes to the assumptions affect these fair values, are provided in note 31 to the consolidated financial statements.

The fair values of the company’s financial assets and liabilities are not materially different from their carrying values, with the exception of
equity investments in subsidiaries, which are carried at historical cost (note 43). )
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Notes to the comp;ny finandial statements continued

52 Capital management

The company’s objectives when managing capital are to:

— safeguard the company’s ability to continue as a going concern so that it can continue to provide returmns for shareholders and benefits
for other stakeholders; and

— maintain a strong capital base to support the development of its business.

For monitoring purposes, the company defines capital as distributable reserves (see note 42). The company monitors the level of
distributable reserves on a monthly basis and compares this to forecast dividends. Capital is distributed to the company from operating
subsidiaries on a timely basis to ensure sufficient capital is maintained The board of directors considers the level of capital held in relation
to forecast performance, dividend payments and wider plans for the business, although formal quantitative targets are not set.

- There were no changes in the company’s approach to capital management during the year. ~
53 Contingent liabilities and commitments

The group leases various offices and other assets under non-cancellable operating lease agreements. The leases have varying terms and
renewal rights. At 31 December 2017, the company’s agreernents to lease space at 8 Finsbury Circus had remaining lease terms of 15 years;
total payments due over this period are £75946,000. The leases provide for rent reviews every five years.

. 2017 - 2016
Payments under non-cancellable operating leases £000 £000
No later than 1 year ' ' 4,310 5788
Later than 1 year and nolater than Syears - 27,973 38487
Later than 5 years ) 57.002 68681

89285 112956

The above table excludes total lease payments of £18,124,000 at 31 Decernber 2017, under the company’s agreement for leased space at
1 Curzon Street as these payments are included as part of the cash flows that comprise the onerous lease provision for that propeny
(see note 25). These cash flows have been included in ‘Other financial liabilities' in note 51.

54 Related party transactions

Transactions with key management personnel
The remuneration of the key management personnel of the company, who are defined as the company’s directors and other mernbers of
senior management who are responsible for planning directing and controlling the activities of the cornpany, is set out below.

2017 2016 -
. £000 £000
Short term employee benefits ’ : 1.569 1,727
Post-employment benefits - 12
Share-based payments ) 602 847
2,171 2,586

Dividends totalling £408, ooo were paid in the year (2016: £302,000) in respect of ordinary shares held by key management personnel and
their close famnily members.-

All amounts outstanding with related parﬁes are unsecured and will be settled in cash. No guarantees have been given or received. No
provisions have been made for doubtful debts in respect of the amounts owed by related parties.
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Other related party transactions
During the year, the company entered into the following transactions with its subsidiaries:
‘ ) 2017 - ) 2016

Receivable Payable * Receivable Payable

£000 £000 £000 £000

Interest . - - 34 -
Charges for management services 152,708 - 139954 -
Dividends received . 48,000 - 48800 -
200,708 - 188,788 -

The company's balances with fellow group companies at 31 December 2017 are set out in notes 45 and 47.

The company’s transactions with the pension funds are described in note 49. At 31 December 2017, 110 amounts were due from the
pension schemes (2016 £nil).

All transactions and outstanding balances with feflow group companies are priced on an arm’s length basis and are tobe setﬂed in
cash. None of the balances are secured and no provisions have been made for doubtful debts for any amounts due from fellow

group companies. -

55 Cash and cash equivalents

For the purposes of the company statement of cash flows, cash and cash equivalents comprise the fo]lowing balances with less than three
months untl maturity from the date of acquisition: v , '

2017 2016
£000 __£000
Cash at bank (excluding amounts held at employee benefit trust) 7.156 5.963

A reconciliation of the movements of liabilities to cash flows arising from financing activities is provided in note 36 fo the consolidated
financial statements. ' ) '

56 Events after the balance sheet date

On 1 January 2018, the company transferred 100% of its equity holding in Castle Investment Solutions to Vision Independent Financial
Planning a 100% owned subsidiary updextaking in a share-for-share exchange (see note 43).

. .
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Further information

Five year record
2017 2016 2015 2014 2013
£000 £000 £000 £000 £000
Underlying operating income . 286.049 251,283 ' 229178 200803 176,409
Underlying profit before tax . 87.520 74,880 70.365 61,556 50510
Profit before tax 58,901 50129 58632 45710 44,204
Profit after tax 46,829 38157 46371 ++35678 34751
Equity dividends paid and proposed 30.429 28267 26305 24,863 22645
Basic earnings per share ) 92.7p 789p 97.4p 76.0p 76.1p
Diluted earnings per share 91.9p . 782p 96.6p 75.4p 75.6p
Underlying earnings per share 138.8p 1221p 117.0p 1024p 86.7p
Dividends per ordinary share . 61.0p 57.0p 550p 520p . 490p
Equity shareholders' funds 363,278 324813 300.192 271271 251,000
Total funds under management £39.1bn £34.2bn £29.2bn £27.2bn £22.0bn
Corporate information A
. investment Management Unit Trusts .
Principal trading names Rathbone Investment Management _ Rathbone Unit Trust Management
Rathbone Investment Management International
Rathbone Greenbank Investrnents
Rathbone Trust Company
Rathbone Trust Legal Services
Vision Independent Financial Planning
Castle Investment Solutions
Direct employees 826 } 28,
Offices 16 ) . 1 .
Websites www.rathbones.com www rathbones.com
www.rathboneimi.com WWW.IULm.com
www.rathbonegreenbank.com
i
Company secretary.and registered office Registrars and transfer office
A Johnson ) Equiniti
Rathbone Brothers Plc ) Aspect House
8 Finsbury Circus Spencer Road
London . Lancing
EC2M7AZ , West Sussex
. BN99 6DA
Company No. 01000403 . www.equiniticom
www.rathbones.com

alijohnson@rathbones.com
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Our offices
Head office

8 Finsbury Circus
London

EC2M 7AZ .
+44 (0)207399 0000 -

Investment
Management

8 Finsbury Circus
London

EC2M 7AZ

+44 (0)20 7399 0000

1 Albert Street
Aberdeen
AB251XX

+44 (0)1224 218180

Temple Point
1Temple Row
Birmingham
B25LG

+44 (0)121 233 2626

10 Queen Square
Bristol

BS14NT

+44 (0)117 9291919

North Wing, City House
126 - 130 Hills Road
Cambridge

CB21RE

+44 (0)1223 229 229

1 Northgate
Chichester

West Sussex
PO19 1AT
+44 (0)1243775373

28 St Andrew Square
Edinburgh

EH2 1AF

+44 (0)131 5501350

' The Senate

Southemhay Gardens
Exeter

EX11UG

+44(0)1392 201 000

Vision House

Unit 6A Falmouth
Business Park
Bickland Water Road
Falmouth

Cornwall

TR114SZ

+44 (0)1326 210904

The Athenaeum

8 Nelson Mandela Place
Glasgow

G21BT

+44 (0)141 397 9900

26 Esplanade

St Helier

Jersey

JE12RB

Channel Islands
+44 (0)1534 740500

The Stables

Levens Hall

Kendal

Cumbria

LA8 OPB

+44 (0)1539 561 457

Port of Liverpool Building

Pier Head

Liverpool

L31INW .
+44 (0)151 236 6666

48 High Street
Lymington
SO419AG

+44 (0)1590 647 657

Earl Grey House

75 - 85 Grey Street
Newcastle upon Tyne
NE1 6EF

+44 (0)191 2551440

Fiennes House

32 Southgate Street
Winchester

SO023 9EH

+44 (0)1962 857 000

Unit Trusts

8 Finsbury Circus
London
EC2M 7AZ

+44 (0)20 7399 0000
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