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In 2004 Schroders celebrates its 200th
anniversary. With 35 offices in 26 countries

and over 2,000 employees, we manage nearly
£100 billion on behalf of institutional, government,
charity, retail and high net worth clients
worldwide. Our independence and our exclusive
focus on asset management free us to align our

~ Interests with those of our clients.
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Financial headlines 2003

A year of good progress

Underiying asset management profit £81.0 million {2002: £77.0 million)
Profit before goodwill £75.9 million (2002: £29.5 million}

Profit before tax £65.6 million (2002: £18.9 million)

Funds under management £98.3 billion {2002: £86.2 billion*)

Total dividend unchanged at 18.5 pence per share
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Year ended Year ended
ReSU |tS 31ist December 31st December
2003 2002
£mn £mn
Underlying asset management profit 81.0 77.0
Project expenditure (16.4) 33.2)
Redundancy costs @.1) (13.7)
Asset management profit before exceptional items 60.5 301
Exceptional items — net profit/{oss) on sale of subsidiary undertakings 24 (5.4
Asset management profit before goodwill 62.9 24.7
Private equity 16.8 i2.9
Group net income/{costs) (3.8) B8.1)
Profit before goodwill 75.9 295
Goodwill amortisation (10.3) {10.6}
Profit before tax 656 189
Basic earmnings per share 16.7p 8.8p
Diluted earnings per share 16.6p 8.8p

*Adjusted to exclude £2.1 bilion from funds under management on the completion of the sales of Schroder Hermes and Schroder Pensions in

January and February 2003.
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Management statement

2003 was a year of good progress with
higher profits, better investment performance
and reduced net business outflows.

Despite the rise in equity markets from the
second quarter of 2003, average market
levels were lower than in 2002, Driven by
lower costs, underlying asset management
profit, before project expenditure and
redundancy costs, rose £.2 per cent. to
£81.0 million (2002: £77.0 million). Asset
management net revenuss were £417.8
million, down 5.1 per cent. from £440.4
million in the previous year.

Profit from private equity was £16.8 million
(2002 £12.9 million) as we benefited from
carried interests and realisations from
Schroder Ventures funds, the rise in the
share price of Schroder Ventures
International Investment Trust plc {SVIIT)
and the realised gain from the sale of

5.9 per cent. of SVIIT in March 2003.

Group costs at £406.2 million were £63.9
mitlicn lower than the previous year and
£113.8 million lower than in 2001,

Profit before goodwill was £75.9 million

(2002: £29.5 million) and profit before tax
was £65.6 million {2002: £18.9 million).

*See Note on page 5.

Funds under management

From an opening position of £86.2 bilion at
the end of Becember 2002, adjusted to
exclude £2.1 bilion on the completion of the
sales of Schroder Hermes and Schroder
Pensions in January and February 2003
respeciively, funds under management rose
14.0 per cent. to £88.3 bilion during the
period. Net busingss outflows were

£0.5 hillion, an improvement from the net
outflows of £2.2 billion in 2002.

In Septernber a simpler management
structure was introduced to extend the
improvement in investment performance
and combine the Group’s business
development and client service skills across
Institutional and Retail. Asset management
now operates through four divisions:
Investment, Distribution, Private Banking
and Infrastructure,

Investment

During 2C03, we continued to invest in
strengthening our portfolio managerment
and research capabilities. None of the cost
reduction achieved over the past two years
has been at the expense of our investment
platform. This year we expect to spend
more on portfolio management and
research than we did in either 2002

or 2003.
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We generated good investment
performance across a range of key
products during the year, including UK
equities, specialist European equities,
Pacific Basin equities and international fixed
income. Our UK multi-asset pooled fund
has also outperformed its benchmark over
three and five years. However, further
improvemnent is required in some other
asset classes.

We added to our product offerings during
the year with a US tax-exempt fixed income
capability which has started well, two
further single strategy hedge funds, new
property and private equity funds and a
range of structured products.

Distribution

Overall net cutflows of institutional funds
were £4.3 hillion, down from £5.4 billicn in
2002. Institutional funds under management
ended the year at £71.2 bilion.*

The net outfiow was due in part to
underparformance in some asset classes
but, as importantly, 1o restructuring by
clients in the UK and elsewhere from
balanced and multi-asset mandates to
specialist mandates. The latter was the
major factor underlying a net outflow in the
UK of £3.7 hillion.
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Management statement

There was a net outflow of £1.5 billion from
our Americas business, due to weak
international equity performance. We saw
good net inflows in continental Europe of
£1.1 billion and a small net outflow in Asia
Pacific with the ‘daiko henjo’ effect in
Japan, as corporate pension plans returned
assets to Government schemes, offsetting
strong new business flows elsewhere.

Net retail sales were £4.2 bilion, against
£3.5 bilior in 2002. Retail funds under
managernent ended the year at

£22.1 billion.*

Retail fund performance continued to be
strong with two-thirds of UK and
Luxemnbourg domiciled retail assets above
the peer group median. This is reflected in
the high proportion ¢f our funds rated by
Standard & Poor’s, the 37 awards won by
our funds around the world and our being
named as investment Management House
of 2003 by Financial Times Fund Ratings.

New retail business flows were well
diversified geographically. In the UK and
continental Europe net sales were

£2.6 hillion. In Japan we had anocther

*See Note on page 5.

strong year with net sales of £900 million,
and a further £700 milion of net inflows
elsewhere in Asia Pacific.

Investor demand for mere actively managed
funds is growing and we have followed the
success of our UK Alpha fund with the
launch of other Alpha products in European
and Japanese asset classes. We have also
seen a high level of interest in our
multi-manager offering.

Private Banking

Net cutflows during the year, including the
transfer of a small bock of business to
ancther private bank, amounted to

£0.4 bilion, Private Banking funds under
management ended the year at

£5.0 billion.*

Private Banking provides solutions-led,
bespoke asset management and banking
services predominantly for high net

worth individuals. In 2003 we strengthened
our client relationship, marketing and
banking teams and introduced new
administration systems in l_ondon and
Zurich which will shortly be extended to
the Channel Islands.
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Private Banking is now positioned 1o deliver
superior risk-adjusted returns and a broader
range of specialist banking products
supported by an efficient systems platform.
The benefits of this are starting to come
through in terms of business flows and
revenues,

Board changes

Andrew Sykes leaves the Board in

March 2004 and he goes with the Board’s
thanks and good wishes after 25 years with
the Group.

In November 2003, in the context of the
revised Combined Code on Corporate
Governance, we announced that Charles
Sinclair and Nicholas Ferguson, who have
served as non-executive Directors since
1990 and 2001 respectively, will retira from
the Board at the 2004 Annual General
Meeting in April. The Board would like to
thank themn for their major contribution to
the Group.

We also announced in November that
Sir Peter Job, who joined the Board in
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1999 as a non-executive Director, had been
appointad as the Senior Independent
Director.

On 11th March we announced that Merlyn
Lowther will join the Board on 1st April, and
we ook forward to the contribution that she
will make.!

Dividend

The Board has recommended a final
dividend of 13 pence per share, payable on
26th Apnil 2004 to sharghelders on the
register at 26th March 2004, which brings
the total dividend to 18.5 pence per share,
unchanged on 2002,

Outlook

We are now half way through a four year
turnaround programme under a new
management team, designed to deliver
strong investment performance, pesitive net
new business flows and higher profitability.
Investment performance has improved
markedly but there is further work to do.
Net business outfiows in 2003 were down
on the previous year, atthough this was in
part due to certain expected client
withdrawals being deferred to 2004,

Meanwhile the cost base has been
reduced significantly which has resulted in
increased profitability.

The recrganisation of the firm is now
complete and the emphasis is on
extending the improvernent in investment
performance, developing new products
and distribution channels, and growing
revenues. In an increasingly competitive
environment and with higher levels of client
turnover than the industry has seen
historically, inflows and outflows of
business can be sizeable and their iming
unpredictable. Nonetheless, as Schroders
celebrates its 200th anniversary year,

we expect the improving trend in nat
business flows and financial performance
to continue,

Michae! Miles
Chaimman

Michael Dobson
Chief Executive

11th March 2004
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Note

*During the year £3.5 billion of sub-advisory
assets were transferred from Institutional fo Retait
to reflect more clesely the underlying source of
this business. In Asia, £0.3 bilion was transferred
from Private Banking to Institutional. Of the

£2.1 billion adjustment 1o reflect the sales of
Schroder Hermes and Schroder Pensions,

£1.5 billion was classified as institutional assets
and £0.6 billion as retail assets. These changes
have been reflected as appropriate throughout the
Annual Report and Accounts.

1A profile of Merlyn Lowther is on page 13.
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Operating and financial review

QOverview

Schroders is a global provider of fund
management services for institutional, retail
and private clients. its operations have a
broad geographical span covering the main
financial centres of the world, with 35
offices divided organisationally between the
Americas, Europe and Asia Pacific.

The management of international assets is
now concentrated in two locations, with a
further nine responsible for domestic assets
only and the balance acting as sales
offices. We are commitied to an integrated
approach to the management of the
business, designed to achieve maxirmum
leverage of its intellectual and operational
resources across geographical regions and
asset classes.

Over recent years Schreders has tightened
its focus on asset management,
outsourcing administrative functions to
specialist third party suppliers and
disposing of non-core activities. Within the
asset management field, the products
cover a wide range of asset classes and
client segments, but the management of
equity porifolios still dominates the mix, with
68 per cent. of client investments in equities
at the end of 2003. Schroders’ client profile
continues to diversify, with Retail and
Private Banking clients now accounting for
28 per cent. (2002; 24 per cent.) of funds
under management and 43 per cent.

(2002: 37 per cent.) of nat revenues in
2003, which are stated after internal fund
management charges paid by Retail and
Private Banking 1o institutional.

Most of Schroders’ income derives from
fund management sernvices sold through
third party or institutional distribution
channels. The principal exception to this
rule is in Private Banking, where the
retention of direct distribution capacity to
individual clients and the provision of
banking and trust services to supplement
the core fund management offering are
central to the business madel.

Results

Group profit before tax of £65.6 million for
2003 compares with a profit of £18.9
million in 2002, The profits of the asset
management business before goodwill rose
from £24.7 million in 2002 to £62.9 million
in 2003. The private equity business
contributed a profit of £16.8 million
compared with a profit of £12.9 million in
2002 and Group net income/(costs) saw
net costs fall to £3.8 million in 2003
compared with £8.1 million in 2C02.

Basic and diluted earnings per share were
16.7 pence and 16.6 pence respectively
{2002: both 8.8 pence).

Asset management

Net revenuas in asset management before
exceptional items fell from £440.4 million to
£417.8 milion. The underlying profit from
the core asset management business was
£81.0 million (2002: £77.0 million), & rise of
5.2 per cent. from 2002. Asset
management costs (excluding amgcriisation
of goodwill) decreased from £415.6 million
in 2002 to £368.7 millicn in 2003.
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Underlying asset management casts
{administrative expenses and depreciation
less project and redundancy costs) fell by
5.6 per cent. from £368.7 million to £348.2
million. Project expenditure was down 50.6
per cent, from £33.2 million to £16.4 million
with a number of key strategic projects
completed or approaching completion.
Project expenditure comprises the costs
associated with () the replacement
programme for certain of the Group’s core
IT systems and (i) certain key Group
outsourcing projects. Cur outscurcing of
UK institutional custody and administration
services to JP Morgan Chase Bank is
expected to start realising financial benefits
in 2004. Implementation of an agreement
with International Financial Data Services to
outsource the transfer agency function for
the UK retail business signed in June 2002
was completed in the first quarter of 200G.
The sales of Schroder Hermes Limited and
Schroder Pengions Limited negotiated in
2002 were completed in early 2003.
Redundancy costs fell by £9.6 million to
£4.1 million.

Private equity

The Group's private equity profit of £16.8
million (2002: £12.9 million} was strongly
influenced by the Group's holding in
Schroder Ventures International Investrment
Trust plc, with the sale of part of the holding
irt the first half of 2003 combined with a
mark 1o market gain on the remainder
leading to a profit of £10.7 milion.

Among other flows, further distributions
were recaived from the sale of Homebase
by Permira Europe Il in 2002, a private
equity fund in which the Group has dirsct
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and indirect interests. Interests in certain
other venture funds were written down by
£1.8 million.

Group net income/{costs)

Group net income/{costs) comprises
income on the Group's liquid capital less
Group costs and provisions — that is those
costs not directly attributable to the other
segments — and the results of the leasing
business {before any tax credits, which are
taken through the tax ling). An improvement
in the income eamed cn the Group's liquid
capital and a reducticn in Group costs were
principally responsible for the reduction in
the loss in this business segment.

Pensions

Pensicns have been accounted for in
accordance with SSAP 24 with a net cost
of £11.4 million {(2002: £0.5 million) retating
to the Group’s UK defined benefit scheme.
Under FRS 17 the market value of the
assets of the scheme is £353,7 million and
the deficit on the scheme is £20.1 million.
The FRS 17 charge for the year would have
beer £7.6 million.

Funds under management

Funds under management {FUM}, adjusted
to exclude £2.1 billion on the completion of
the sales of Schroder Hermes and
Schroder Pensions in January and February
2003 respectively, increased by £12.1 billion
from £86.2 bilion at 31st December 2002
to £98.3 hillion at 31st December 2003,

of which £12.6 bilion arose principally from
higher equity markets. New and existing
clients contributed £21.4 billion, of which
£12.2 billicn was from retail and private
banking clients.

o7

Funds under management
Private
Total Institutional Retail Banking
£hn £bn £bn fbn
31st December 2002 88.3 70.7 124 5.2

Sale of Schroder Hemmes/

Schroder Pensions 2.1 (1.5) {0.6) -
Functional reorgarnisation - (3.2} 35 0.3}
31st December 2002 restated 86.2 668.0 15.3 4.9
Transfers - {0.3) 0.3 -
Market mavernent 12.6 .8 23 0.5
Net asset (lossesygains (0.5) (4.3 4.2 (0.4)
31st December 2003 28.3 71.2 2241 50

Commentary

From certain angles, 2003 appears to have
been a year of little change. Net new
business was more or less in balance,

so that the changes in FUM over the year

predominantly refiected market movements.

Underlying asset management profits at
£81.0 million were modestly up on 2002
(£77.0 million). By the end of the year our
clients' asset mix (68 per cent. equities,
24 per cent. fixed income, 8 per cent.
alternatives) was broadly the same as at
the end of 2002.

Looked at more closely, the results reflect a

year of positive developments for Schroders.

Revenues

On the revenue side, the most important
features were the continuing change in the
balance of net revenues between the
different distribution channels and the
increase in gross and net margins. In 2003,
net revenues from Retall and Private
Banking amounted 1o 43 per cent. of the
asset management total, up from

37 par cent. in the previous year. This
change was driven primarily by the success
of our retail operations around the world,
coupled with net outflows in institutional as
clients continued to restructure their
particlios. While the balance between the
three distribution channels is changing, it is
noteworthy that revenue margins rose in
each. In Institutional, lower margin balanced
business was replaced by higher margin
fixed income and specialist equity products.
In Retail, returns were boosted by the
structured products area, offsetting the
negative margin development caused by
clients switching from equity to fixed
income products through much of the

year. The drive in Private Banking to
concentrate on higher value added
sarvicas including banking was rewarded
with a substantial increass in margins.
Overall, asset management net revenue
marging increased from 44 basis points

1o 46 basis points.
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Operating and financial review

Costs

While the performance of underlying asset
management profits may look unexciting
(€£81.0 milion, +5.2 per cent.), this
improverment was achieved in a year in
which average equity market levels were
down on 2002, so that, despite gross
margin improvernents, net revenues
declined by £22.6 milion. This decline

was almost entirely offset by the year-on-
year reduction in underlying costs of

£20.5 milion (-5.6 per cent.). At the Group
level this effect was even more dramatic: the
improvement in Group pre-tax profits from
£18.9 million to £65.6 milion was primarily
driven by the elimination of £63.9 million
(13.6 per cent.) from the Group's 2002
operating cost base. Lower headcount,
efficiency gains and falling project and
redundancy costs all contributed to this cost
reduction, which was achieved despite a
£10.6 million increase in the cost of pension
contributions in the year.

Earnings momentum

Schroders went into 2003 with net revenue
marging (2002 asset management net
revenue divided by 2C02 average FUM) on
its fund management business of 44 basis
points and current cost margins (2002
underlying asset management costs divided
by 2003 opening FUM) of 42 basis points,
giving an estimated net margin of 2 basis
points. By the end of the year, as we have
already noted, revenue margins had risen to
46 basis points. More importantly, the 2004
opening current cost margins, calculated on

the same basis, stood at 35 basis paints.
This would suggést that we start 2004 with
a net margin of 11 basis paints. Whilst
these measures of current operating
marging are somewhat crude, the size and
direction of the change in the net margins
between the beginning of 2003 and the
beginning of 2004 ilustrate the very positive
impact on profitability of rising markets and
tight cost contral.

Market trends and related risks

In Spring 2003, equity markets reached
their lowest point since the start of the bear
market in 2000, driven by geopdlitical and
economic concerns. While the gichal
political picture has improved less than
might have been hoped since the
conclusion of the Irag war, the economic
snvironmeant has undoubtedly strengthened
and this has fed through into the fund
management sector in the form of higher
profits and changing strategic asset
allecation. Equally, whatever the level of
markets in the short term, underlying
momentum behind the sector remains
strong, with gaps in existing pensions
provision and positive demagraphic factors
promising a cortinued focus on stimulating
savings over the coming years.

Schroders retains a relatively high level of
operational gearing and profits would clearly
be exposed in the short term to a decline

in equity markets from their current levels.
Market related risks have become more
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manageable in the fight of the reduction in
costs and increase in marging over the last
two years. Retaining the cost disciplines
acquired during this period as the market
moves into & more expansicnary phase
presants a further challenge and requires a
strong alignment betwaen the interests of
staff and sharehoiders. Schroders has
considerably increased the praportion of
total staff compensation delivered in the
form of equity over the last three years and
we rely on this and other measures to
maintain an appropriate focus on
profitability, particularly at a senior level.

We believe that our remuneration policies
mitigate the inevitable risks in the current
more robust recruitment environment, and
will help us to retain our key staff.

While the economic background has been
favourable for fund managers over the last
12 months, the regulatory and legal
environment in which we operate has
become more complex. The impact cn
Schroders of the market timing scandals in
the US mutual fund industry has been very
limited to date, but the potential
consequences for the industry in the longer
term are hard to predict. If the regulatory
environment is tightened disproportionatety
in response, the costs of doing business
are bound to rise. The same, broadtly
speaking, applies to the debate about the
softing and unbundling of equity trading
and research commissions, where we await
further developments. Gur overriding
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concem is that any new regulation should
be appropriate and maintain a level playing
field between market participants.

Capital allocation and liquidity
Shareholders’ funds at 31st December
2003 were £1.04 billion.

2003 2002
£mn £mn
Asset management 342 358
Surplus:
Liquic furls 458 457
Private equity 119 124
Other Schroder funds* 73 72
Leasing 32 41
G682 894
Group provisions 9) (35)
1,015 1,017
Goodwil* 25 35
1.040 1,062

*Disclosed within the asset management segment.

The table above sets out management's
view of the alocation of capital between the
gifferent activities in the Group. On the basis
of this analysis, the Group’s holding
companies have some £682 million of
surplus capital available to fund acquisitions
or investment oppaortunities. Liquid funds are
invested in cash, bank deposits or
segregated meney market and bond
portfolios. With the exception of private
equity, the great majority of surplus capital is
held directly in sterling instruments or
hedged back into sterling.

Schroders carries no significant borrowings
on the balance sheet and working capital
requirements are largely confined to the
maintenance of regulatory capital and the
funding of fee receivables billed in arrears.

Cash flows

A significant proportion of the cash flows
reflected in the financial statements relate to
the Private Banking businesses. Stripping
these out leaves two significant non-
operating items: () cash inflows during the
year relating 1o net interest received

(£25.5 million); and (i) cash outflows relating
to payment ¢f dividends (£53.4 milion}.

Corporate actions

The Group's major carparate actions in
2003 were the sale of the following
subsidiaries:

— Schroder Hermes Limited
{January 2003}

- Schroder Pensions Limited
(February 2003).

Credit ratings

Short Long
term term

Fitch IBCA F1 A+

Standard & Poor's Al A

Currency exposure

Approximately 94 per cent. of the Group’s
capital is invested in four currencies: sterling,
U.S. dollars, euros and Swiss francs.
Sterfing alone accounts for 72 per cent.
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Dividends

The Directors recommend an unchanged
final dividend of 13.0 pence per share,
bringing dividends for the year to 18.5
pence per share or £53.7 million which will
be 92 per cent. covered from the Group's
after-tax profits.

Performance measurement

The primary measures of the Group’s
performance for the asset management
business are the underlying costs: net
revenues ratio, 83 per cent. {2002: 84 per
cent.}; net revenues on average funds
under management, 46 basis points
(2002: 44 basis points); and underlying
costs on average funds under
management, 39 basis points (2002:

37 basis peints).

Analyst presentation

The presentation to analysts and
investment managers can be viewed on
www.schroders.com.

Jonathan Asquith
Chief Financial Officer

11th March 2004
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Governance
Corporate governance report

This section of the Annual Report & Accounts describes
Schroders' governance arrangements as follows:

Corporate governance report
Directors’ profiles

pages10 to 11
pages12tp 13

Remuneration report pages 14 to 22
Audit committes report page 23
Nominations commitiee report page 24
Directors’ report pages24 1o 25
Corporate and social responsibility page 28
Risk management and intemal control  page 27
Notice of Annual General Meeting pages 28 to 30
Shareholder information pages31 to 32
Directors’ responsibility statement page 32

The Board of Schroders pic is committed to business integrity,
high ethical values and professionalism across all its activities.
As an essential part of this commitment, the Board supports the
highest standards of corporate governance.

In July 2003 the new Combined Code on Corporate Governance
was published by the Financiat Reporting Council, following

the review of the role and effectiveness of non-executive directors
by Sir Derek Higgs' and the review of audit committees by

Sir Robert Smith?, and will formally apply to the Company for the
year ending 31st December 2004.

During the year, the Company carried out a review of its corporate
governance practices and identified a number of measures to be
taken in order that the Company wauld be in a position to report
its substantial compliance with the requirements of the new Code
in its Annual Repert and Accounts for 2004. These measures
included clarification of the role of the Board, enhancement of the
quality of reporting to the Board and the appointment of a Senior
lndependent Director.

Compliance with Code Provisions

As required by the Listing Rules issued by the UK Listing Authcrity,
this report describes haw the Company has applied the principles
set out in Section 1 ¢f the Combined Code published in 1998.

It also discloses the extent to which the Company has complied
with the Code’s provisions and provides an explanation of those
areas where the Company departs from them. The Board
considers that the Company has complied ‘throughout the period
under review (and subsequently at the date of this report) with the
principles set out in Section 1 of the Combined Code, with the
following exceptions:

1. The Company had no Senior independent Director until the
appointment of Sir Peter Job on 20th November 2003,

2. Bruno Schroder is a member of the Remuneration Committes.
He is not independent under the provisions of the Combined
Code; however, his continued membership is considered by
the Boeard to be appropriate.

Notes
(1) ‘Review of the role and effectiveness of non-executive directors’, published
January 2003,

{(2) ‘Audit Committess Combined Code Guidance', published January 2003,
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The Board

Composition The Board believes that it operates most effectively
as a unitary Board, with a good balance of executive Directors,
Directors who have a connection with the Company's principal
shareholder group, and independent non-executive Directers.

At 31st December 2003 the Board comprised thirteen Directors:
the Chairmman, five executive Directors and seven non-executive
Directors. The Cempany announced on 4th September 2003 that
Andrew Sykes will be standing down from the Board on

31st March 2004, and on 20th November 2003 that Nicholas
Ferguson and Charles Sinclair, two of the non-executive Directors,
will retire at the 2004 Annual General Meeting. The Board has also
appointed Mertyn Lowther as an independent non-executive
Director with effect from 1st April 2004 and anticipates appointing
at least one additional independent non-executive Director this
year, The Board is satisfied that no individual or group of
individuals is or has been in a pesition to dominate the Board’s
decision making. Brief profiles of each of the Directors are set out
on pages 12 to 13.

The role of the Board is t0 be accountable to shareholders for
the creation and delivery of strong, sustainable financial
perfonmance and long-term shareholder value, To achieve this, the
Board is responsible for the appointment of the Chief Executive,
the approval and monitoring of Group strategy, and the review of
financial performance within a framework of prudent and effective
risk managernent.

The Chairman is responsible for leading the Board, ensuring its
effectiveness in all aspects of its role, monitoring and evaluating
the performance of the Chief Executive and maintaining a dialogus
with the Company's shareholders,

The Chief Executive is responsible for the executive
management of the business, including building shareholder
value over the leng-term through growth in profits, and the
recommendation and implementation of the Group’s strategy
and budget.

The Senior Independent Director is available to shareholders if
they have concerns which have not or cannot be resclved through
discussion with the Chairman or the executive Directors. He will
chair meetings of the non-executive Directors at which the
performance of the Chairman is reviewed.

The non-executive Directors The Board considers that

Sir Peter Job, Kevin Parry and David Swensen are independent
non-executive Directors, as will be Meryn Lawther on her
appointment becoming effective. Each of them brings to the
Board an objective viewpoint and none of the factors imphing a
lack of independence, as set out in the new Combined Code,
applies. Although George Mallinckrodt and Bruno Schroder do
not meet the test of independence contained in the new
Combined Code, the Board sonsiders that each of them brings
valuable experience to Board deliberations.
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The Board is satisfied that each of the non-executive Directors
commits sufficient time 10 the fulfilment of their duties as a Director
of the Company. The Chaiman's external commitments have not
changed during 2003. None of the non-executive Directors has
any conflict of interest which has not been disclosed to the Board
in accordance with the Company's Articles of Association.

External non-executive directorships The Board believes,

in principle, in the benefit of executive Directors accepting
non-executive directorships of other companies in order to widen
their skills and knowledge for the benefit of the Company.
Executive Directors may not, however, take on more than one
non-executive directorship of a FTSE 100 company or any
chairmanship of such a company.

The Board Secretary is responsible for advising and supporting
the Chairman and the Board on corporate governance matters,
Directors have access through the Board Secretary to
independent professional advice.

The operation of the Board

Board meetings and attendance The Board is scheduled to
hold five meetings during 2004 including a meeting to review
Group strategy. During 2003 the Board met five times. Additional
unscheduled Beoard meetings may be held from time to time, as
required. Thers was full attendance by Directors at each of the
Board meetings held during the year.

Non-executive Rirectors’ meetings In 2004, the non-executive
Directors are scheduled to mest regularly without the executive
Directors present and cnce a year without the Chairman present
as well,

Delegated authorities The Board has a formal schedule of
matters reserved to it, subject to which the Board delegates
authaority for the management of the business to the Chief
Exscutive, who in turn delegates to members of the Group
Management Committee, The Chief Executive is chairman of
the Group Management Committee and its membership is
set out below.

Group Management Committee

The members of the Group Managsment Committee, and their
roles or respeonsibilities following the retirement of Andrew Sykes
from the Board on 31st March 2004, will be as follows:

Michael Dobson Chief Executive

Jonathan Asquith Chief Financial Officer
Paut Barry Human Resources
Peter Clark Americas

David Gibson Asia Pacific

Lester Gray Operations and 1T
Richard Herlick Investment

Philip Mallinckract
Sally Tennant
Massimo Tosato
Howard Trust

Corporate Development
Private Banking
Distribution

General Counsel
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Certain matters are delegated by the Baoard to the Audit,
Nominations and Remuneration Committees, the terms of
reference of which are summarised on pages 23, 24 and
14 respectively.

Information flow Non-executive Directors receive comprehensive
reports about the Group and its business for the purpose of
meetings of the Board and its Committees, as well as regular
updates between meetings.

Board effectiveness

Evaluation The Board, led by the Chairman, reviews its own
performance and that of its Committees to determine what, if any,
improvements should be made. During the year a review of the
Ccmpany’s corporate governance arrangements was carried out,
as referred 1o in the introductory paragraph to this report.

Induction Al new Directors will receive an induction, on
joining the Board, to the Group’s business, operations and
governance arrangements.

Shareholder relations

Ongoing communication across the Company’s shareholder base,
including institutional investors and private and employee
shareholders, is achieved mainly through the publicaticn of the
annual and interim reports and quarterly frading statements, the
anncuncement of significant developments affecting the Group
and the Annual General Mesting. The Company’s website,
www.schroders.com, contains corporate and investor information
and is updated on a regular basis.

The Board as a whole is responsible for ensuring that dialogue
with shareholders takes place. During the year the Chief Executive
and the Chief Financial Officer conduct a series of presentations
with institutional investors to review the Group's strategy and
prospects. The Chairman is also available to meet institutional
shareholders, as is the Senior iIndependent Director. Feadback
from shareholders is given to the Board by the Chairman, the
Chief Executive and the Chief Financial Officer.

The Annual General Meeting, usually held in April in London,
provides sharehclders with an opportunity to question the
Chairman and cther Directors, including the chairmen of the Audit
and Remuneration Committees. The Annual Report and Accounts
and the notice of mesting are sent to shareholders at least

20 working days prior to the date of the Annual General Meeting.
The Board has noted the recommendations of the Myners report
and will keep under revisw the appropriateness of resclutions
being decided on a poll rather than a show of hands.

Michael Miles
Chairman

11th March 2004
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Michael Miles
Chairman

Michael Dobson
GChief Executive
Richard Horlick
Executive Director
Jonathan Asquith
Chief Financial Officer

Massimo Tosato
Executive Director

Chairman

Michael Miles, OBE {67), Chairman {Chairman of the
Nominations Committes), was appointed as a non-executive
Directar and Chairman of the Board on 1st January 2003,

‘From 1858 to 1999 he worked for the Swire Group, serving as
Chairrman of the Swire Group in Hong Kong and of Cathay Pacific
Airways from 1984 until 1988. He is Chairman of Johnson
Matthey plc and a non-executive Director of BP ple. He is also an
adviser to the Board of John Swire & Sons Lid and a Govesnor of
Wellington College.

Executive Directors

Michael Dobson (51}, Chief Executive, joined the Board of
Schroders as a non-executive Director in April 2001, and
subsequently became Chief Executive in November of that year.

In 1987 he was appointed chief executive of Morgan Grenfell
Asset Management, becoming chief executive of Morgan Grenfell
Group in 1989 and chief executive of Dautsche Morgan Grenfell
from 1993 to 1996. He was a member of the Board of Managing
Directors of Deutsche Bank AG, responsible for investment
banking and subsequently asset management, from 1996

until 2000. He is a non-executive director of General Enterprise
Management Services Ltd and a member of the investment
committee and chairman of the audit committee of the

King's Fund.
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Jonathan Asquith (47}, Chief Financial Officer, joined Schraders
in 2002 and was appainted to the Board in January 2002, taking
up his current position of Chief Financial Officer in March of that
year. Since December 2003 he has also held the position of
chairman of the Group's Private Banking division.

From 1979 he worked with Morgan Grenfell until his appointment
as chief financial officer of Deutsche Morgan Grenfell in 1895 and
chief operating officer in 1997, In 2001 he joined Barclays Private
Bank Ltd, where he was head of UK private banking unti his
move to Schroders. He is a non-executive director of Macmillan
Cancer Rdlisf.

Richard Horlick {45), Head of Investment, joined Schroders as
Head of the Global Institutional business in November 2002 and
became a Director on 1st January 2003. He became Head of
investment in September 2003.

From 1984 until 1994 he held various senior management
positions within Newton Investment Management, following which
he joined Fidelity Investments in London and served as president
of Fidelity’s global institutional business outside the US. During
2001 and 2002 he served as president and chief executive of
Fidelity Management and Trust Company, Boston. He holds no
non-executive directorships,

Massimo Tosato (49}, Head of Distribution, joined Schroders in
1995, became Global Head of Retalil in February 2001 and was
appointed to the Board in August of that year, He became Head
of Distribution in September 2003.

Between 1981 and 1992 he was a founding partner and chief
executive officer of Cominvest SpA. From 1932 to 1985 he acted
as managing director of Euromercantile SpA. From 1995 to 1999
he was responsible for Schroders’ asset management activities in
Italy and from 1999 to 2001 for Continental Europe. He is a
member of the International Advisory Board of Columbia Business
Scheool and curently serves as a non-executive director of Banca
Nazionale del Lavorg.
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Non-executive Directors

Nicholas Ferguson (55), non-executive Director, joined
Schroders in 1980 and was appointed a non-executive Director in
2001. He currently serves as chief executive of Schroder Ventures
International Investment Trust ple. From 1984 to 2001 he was
Chairman of Schroder Ventures. As announced in November
2003, he wili retire from the Board at the Annual General Meeting
on 22nd April 2004.

He is a director of Asiarails Ltd and GuideStar UK Ltd, and also
serves as Chairman of the Courtauld Institute of Art and the
International Students Club.

Sir Peter Job (82), Senior independent non-executive Director
{Chairman of the Remuneration Committee and member of the
Nominations Committee), was appointed as an independent non-
executive Director in 1999 and was appeinted Senior Independent
Director in November 2003.

From 1991 t0 2001 he was chief executive of Reuters Group plc.
He is a non-executive Director of GlaxoSmithKline plc, The ‘Shel
Transport and Trading Company plg, Instinet Group Inc. and Tibco
Software Inc. He is alsc a member of the supervisory boards of
Bertelsmann AG and Deutsche Bank AG.

Merlyn Lowther (50), independent non-executive Director, will
become a Director of the Company on 1st April 2004, having
been appointed on 10th March, and will also join the Audit
Committee during the year.

She spent her career with the Bank of England, jeining the
Economics Division in 1975 and becoming Chief Cashier in 1999,
Prior to this she held various senior management positions within
the Bank, including Personnel Director from 1996 to 1998 and
Deputy Chief Cashier from 1991 to 1996. She is a Trustee of
Henry Smith’s Charity and of the Winston Churchill Memerial Trust.
She holds ne other non-executive directorships.
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George W. Mallinckrodt, KBE (73), President {member of the
Nominations Committeg), joined Schroders in 1954, was
appainted as a Director in 1977 and served as Chainman from
1984 to 1295. He became Presidant in 1995.

He was a non-executive director of Siemens Holdings plc between
1982 and 2000 and, until recently, an adviser to

Bairy & Company and Chairman of the Council of the World
Economic Forum. He is Vice-President of the German-British
Chamber of Industry & Commerce.

Kevin Parry (42) FCA, Independent non-executive Director
(Chairman of the Audit Committee), was appeinted as an
independent non-executive Director on 1st January 2003.

He qualified as a chartered accountant with KPMG in 1986 and
became a partner at the firm's London cffice in 1994 and a senior
partner in 1998. He moved to Management Consulting Group plc
in January 2000 as its chief executive. He is deputy chairman of
the Royal Wanstead Foundation.

Brune Schroder (71), Non-executive Birector (member of the
Audit, Nominations and Remuneration Committees), joined
Schroders in 1960 and was appointed as a Director in 1953.
He holds no other non-executive directorships.

Charles Sinclair (55), Non-executive Director {member of the
Audit, Nominations and Remuneration Caommittees), was
appecinted as an independent non-executive Director of Schroders
in 199C. As announced in November 2003, he will retire from the
Board at the Annual General Meeting on 22nd Aprii 2004,

He qualified as an accountant and joined Daily Mail and General
Trust plc in 1975, where he currently serves as Chief Executive.
He is a non-executive Director of Reuters Group plc and of
Euromoney Institutional Investor ple.

David Swensen (50}, Independent non-executive Director
(member of the Nominations Committee), was appointed

as an independent non-executive Director in April 2002, He will
join the Remuneration Committee during the year.

He joined the Yale University Endowment Fund in 1985 and
currently serves as its chief investment officer. He is a trustee of
the Carnegie Institution of Washington and treasurer ¢f the
Hepkins Committee of Trustees. He is alsp a non-executive
director of Asset Value Investors Lid.
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This report describes the Group's overall remuneration policy and
gives detalls of the compensation arrangements for Directors for
the year ended 31st December 2003. It also sets out the
membearship of the Remuneration Committee and its role and
remit. The report has been prepared in accordance with the
Companies Act 1985 and the Combined Code on Corporate
Governance published in 1998.

A resclution 1o approve this report will be put to shareholders at
the 2004 Annual General Meeting.

The information set out in the section headed Directors’
remuneration in 2003 (with the exception of the final table) has
been audited by the Company's auditors. The remainder of the
information in this repart is not subject to audit.

The Remuneration Committee

Committee Members
The Committee members at 31st December 2003 were:

Sir Peter Job (Chairman)
8runo Schroder
Charles Sinclair

William Turner, Jr., former Chairman of the Committeg, and

Alva Way were members until their retirement from the Board and
the Committee on 13th March 2003. Michael Miles ceased to

be a member of the Committee on 18th November 2003.
Charles Sinclair will retire as a member of the Committee at

the 2004 Annual General Meeting.

David Swensen will join the Committee during 2004. It is the
Board’s intention to appoint another independent non-executive
Director to this Committee during 2004,

Terms of Reference The Board has delegated to the Committee
responsibility for reviewing and recommending the remuneration
strategy and policies for the Group and for setting the
remuneration of the executive Directors, The responsibilities of the
Committee include:

- reviewing and recommending annually employes compensation
strategies and policy for the Group’s annual compensation
review

- determining the remuneration of executive Directors and
monitoring the level and structure of rermuneration for senior
management

— approving targets for any performance-related pay schemes
applicable to executive Directors.

A copy of the terms of reference of the Commiittee is available on
request from the Beard Secretary at the registered office.

Meetings and attendance The Committee, wh_ich is scheduled
to meet at least four times a year, mat on five occasions during
2003 and there was full attendance at each meeting.
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Executive Directors and senior executives are invited to
attend mestings as apprepriate by the Committee Chairman
to provide a management perspective on all aspects of
employee compensation. Executive Directors play no part

in the determination by the Committee of their individual
remuneration arrangements.

External Advisers The Committee has appointed New Bridge
Street Consultants LLP and MclLagan Partners to provide advice
on technical aspects of compensation policy. New Bridge Street
Consuttants LLP provide advice to the Committee on equity
incentive plans; they also provide advice to the Group on the
implermentation of these plans. Mclagan Partners provide the
Committee with an interpretation on external market
compensation levels and practices; they also provide infonmation
and advice to the Group on the external market. Hewitt Bacon
& Woodrow provide advice to both the Committee and the
Group on domestic and international pensions issues, as well

as acting as the actuarial advisers to, and administrators of, the
UK pension scheme.

Remuneration policy

The Group's remuneration policy is designed to ensure that the
Company is able to attract, motivate and retain the executive
talent required fo run the business successfully. The Group
structures the remuneration of executive Directors to ensura that
they perform in the best interests of shareholders and that they
accumulate and retain equity in the Company to align their
interests with those of shareholders.

The Group compensates its executive Directors and senior
executives by balancing the following elements of compensation:

- base salary, payable in cash
- benefits-in-kind

- discretionary bonus, payable partly in cash and partly in shares,
with the entitlement to the shares being deferred for three years

— discretionary grants of market value share options.

The mix of these components is designed to create a total
compensaticn package which:

- ig directly finked to the Group's overall performance
and profitability

—is based upon individual and business contribution
— encourages retention in the long-term
—is market competitive.

There are no currant plans o change the Group’s remuneration
policy. However, the Committee reviews the policy on a regular
basis and it will propose or implement changes where appropriate.

The Committee's policy is not te guarantee compensation for
executive Directors and senior executives where this can be
avoided, The Committee recognises, however, that competitive
market pressuras sometimes mean that the Group has to agree
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exceptional compensation terms for the initial year or years of
appointment. In addition, in circumistances where an executive
Director or senior executive forfeits bonuses or deferred awards in
crder to join the Group, cormpensation may be paid. In these
cases, the Group expects to phase such payments along the
same time lines as the forfeited awards.

Base salary The fixed compensation of executive Directors and
senior executives is reviewed annually by the Committee, having
regard to individual performance and comparative market data.
Base salaries are set at the lower end of the market compared
with other quoted companies of similar size. A maximum fimit,
currently £200,000, is applied to the base salaries of executive
Directors. Base salary is the only element of remuneration which
is pensionable.

Benefits-in-kind The range of benefits-in-kind available to
executive Directors and senior executives is also limited and is
listed in Note 1 to the Directors' emoluments table on page 18.

Discretionary bonuses The Committee determines the
aggregate amount distributable as discretionary bonus awards
across the Group at the end of each financial year. This aggregate
amount is based Upon a ratio of the cost of total compensation
and benefits 1o net operating revenues. Consideration is also given
to the Group’s pre-tax profit.

Annual bonuses are determined having regard to the performance
of the individual, the performance of the area or function of the
business for which the individual is responsible, the performancs
of the Group and the external market. The aim is to incentivise
executive Direclors and senior executives to achieve outstanding
performance and to ensure the majority of their total remuneration
is provided in the form of performance related compensation.
Given the maximum limit of £200,000 applied to the base salaries
of executive Directors, the Committee doas not consider it
appropriate to set a cap for discretionary honus awards.

It is intended that the executive Directors and senior executives
increase their equity participation in the Company and that,.as
their compensation increases, they should receive increasing
proportions in deferred shares. So, as the total size of an award
increases, s¢ does the proportion which is delivered in shares via
the Equity Gompensation Plan 2000 (see box).

Prior to 2000, such deferred shares were delivered through the
Equity Compensation Plan. That plan operated along simitar

lines to the Equity Compensation Plan 2000, except that the
maximum award comprises the original rights plus a maximum
25 per cent. increased rights after five years for awards granted in
1997 and 1998.

. Share options In addition to the deferred bonus awards delivered
through the Equity Compensation Plan 2000, the Committee also

considers the grant of options to executive Directors and other

executives under the Share Option Plan 2000 {see box).
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Equity Compensation Plan 2000

The retention of executive talent is of critical importance to the
Company. This Plan is used to defer part of the discretionary
bonus, afready earned by an executive in respect of a given
perfarmance period, for three years to encourage retention,

Awards over non-voting ordinary shares (to the value of the
deferred part of their discretionary bonus), normally structured as
nil-cost awards, are made to eligible participants. These awards
do not give rise to any immediate entitlement 1o shares and are at
risk of forfeiture in whole or part during the first three years.
Awards vest in full from the third anniversary after the grant date,
provided the participant continues to be employed within

the Graup.

The number of shares to which a participant is entitied is
increased at the end of the three-year vesting period by

20 per cent. of the number of shares originally allocated. If the
participant chooses to defer taking their shares until after five
years, a further award equivalent to 13.3 per cent. of the criginal
number of shares is made.

There are no performance conditions attached to thesa uplifts
because they are at risk of forfeiture and because they attract
no dividends.

Share Option Plan 2000

Under this Plan, the Company grants market value share options.
Cptions usually hecome exercisable if the option holder remaing
with the Group for at least three vears and, for executive Directors,
the performance target has been met.

The performance target is that the Company’s earnings per share
growth (defined as the earnings per ordinary share before
exceptional items, as shown in the Company’s reported accounts)
must be at least four per cent. per annum above the increase in
the Retail Price Index over the initial three-year pericd. For existing
option grants under this Plan, where the target is not achigved
after three years, it is extended on a yearly basis from the fixed
base until the target is achieved or the option lapses at the end of
ten years. In January 2004 the Committee implemented a change
in this palicy. For options granted after 27th January 2004, if the
target is not achieved after three years it will be extended for an
additional two years when a single re-test from the same fixed
base will take place. If this test is not met the options will then be
forfeited. The performance condition is designed to ensure that
executive Directors strive to improve the long-term financial
performance of the Company and share in the share price
appreciation. New Bridge Street Consultants LLP canfirm the
performance calculations annually for the Committee.

Outstanding awards held by executive Directors under these Plans
are disclosed in the Directors’ rights to shares table on page 21.
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Pricr to 2000, options over shares were granted 10 executive
Directors and other executives under the Senior Executive Share
Option Scheme 1986 and the Share Option Plan 1999 (together
the former plans). In line with market practice at the time the
Senior Executive Share Option Scheme 1986 was introduced, the
vesting of these awards was not subject to performance
conditions. Under the Share Cption Plan 1999 the performance
target of all option holders, including executive Directors, is that
the Company's earnings per share growth must be at least twe
per cent. per annum above the increase in the Retail Price Index
over a minimum five-year period. This performance condition was
in fine with market practice at the time of the award. Awards are
no longer granted by the Gompany under these former plans.

Personal shareholding policy In order to align the interests of
our most senior employees with these of sharsholders, each
executive Director and member of the Group Management
Comimittee is required, over time, to acquire and retain a target
shareholding of non-voting ordinary sharas in the Company,
equivalent to 300 per cent. of their annual base salary.

Pensions All the executive Directors participate in the Retirsment
Benefits Scheme {the UK Scherne) which provides defined benefit
and defined contribution arrangements. The UK Scheme is an
Inland Revenue approved, non-contributory occupational

pension scheme.

During 2003 the Committee discussed the implications of the
Infand Revenue's consultation documents on pensicn reform for
the Group's existing UK pensions policy. The Committee will
continue to monitor progress on this in 2004.

Performance graph

The following performance graph shows the Company’s total
shareholder return perfonmance compared with that of the FTSE
100 Index. This Index was chosen by the Committee as the
comparator broad equity market index because it is the principal
index in which the Company’s shares are guoted.

This performance graph uses the Company’s non-voting ordinary
shares because these are the shares defivered under the
employee retention plans. It shows the change in the hypothetical
value of £100 invested in the Cormpany’s ncn-voting ordinary
shares on 18th April 2000 (its initial listing date following the
disposal of the Group's investment banking business} compared
with the change in the hypcthetical value of £100 invested in the
FTSE 100 Index, at 31st December in each year.
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Service contracts

The Commitlee’s general policy is that all executive Directors
should have rolling contracts of employment with notice periods
of six months on either side and that the contract will terminate on
the Director reaching age 60. When recruiting executive Directors,
the Committee’s policy is that contracts should not contain any
provision for compensation upon early tenmination and that the
parties should rely on employment rights conferred by law,

In the event that compensation for early termination is payable

by the Group, the Committee’s policy is to sesk to keep such
compensation at an appropriate level.

The following table provides details of the executive Directors’
service contracts:

Notice Notice Cornpensation
period period provisions
Date of Nature of Trom from for early
contract contract  Company Director  termination
Michael ~ 19th Oct 2001 Reling 12 months B months  See
Daobson Nota 1
Jonathan 17th Dec 2001 Roling Bmonths 6 months  None
Asquith
Richard  2nd Sept 2002 Rolling 6 months B months None
Herlick
Andrew 215t Aug 1978  Ruolling 6 months 6 months None
Sykes
Massimo 27th July 2001 Roliing 6months & months See
Tosato™ 1stAug 2001  Roling 6 months B months  Note 3
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{1) Michael Dobson is in the finat year of his original contractual incentive

Non-executive Directors
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awards. He is entitled to receive a cash bonus of £1.8 million in respect of
2004 and also an award of shares under the Equity Compensation Plan
2000 with a value of £1.5 million, calculated by reference to the share price
on the day that is twelve monihs befora the date of award.

Michael Dobson participates in the Retirement Benefits Scheme up to the
statutory eamings cap and has a contractual right to have 13 per gent. of
his base salary in excess of the eamings cap paid into a funded unapproved
retirement benefits scheme.

He is also eligible o receive a further award by way of an additional equity
incentive, depending upon the increase in the price of the non-voting
ardinary shares from 666p over a five-year period commencing from his
date of employment or until any earlier change In control. If the increase is
50 per cent., there will be an award of shares, under the terms of the Equity
Compensation Plan 2000, to the value of £2.5 million, with increments
thereafter 10 & maximum award to the value of £3.75 million if the increase in
the share price is 100 per cent. or higher. Any award granted under the
Equity Compensation Plan 2000 will then be subject to the three-year
vesting period.

If his employment is terminated by the Company without cause prior to
31st December 2004, he will be entitled to not less than £3.5 mifion. [ his
employment is terminated after 31st December 2004, the maximurm he
would be entitled 1o receive is equal to one year's compensation, calculated
as the annual average of the aggregate of base salary, discretionary cash
bonus and awards under the Equity Compensation Plan 2000 received in
the preceding three years. :

(@} Under his contract of employment Richard Horick is entitled to receive, in

respact of 2004, a cash bonus of £1.3 million, an award of 200,000
non-voting orginary shares under the Equity Cempensation Plan 2000 with
a minimum value of £1.0 million and an option over 200,000 shares under
the Share Option Plan 2000.

In recognition of the deferred compensation Richard Horlick forfeited on
leaving his last employer, he will receive additional awards under the Equity
Compensation Plant 2000 velued at £700,000 for each of the performance
years 2004 and 2005.

{3} Massimo Tosato's contract dated 27th July 2001 relates o his UK duties

and his contract dated 1st August 2001 relates to his international duties.
He is entitled to receive a minimurn cash bonus of £180,000 for each of the
perfaormance years 2004 and 2005. Upon early termination ¢f each contract
he is entitled 10 12 manths’ compensation (calculated as base salary and
bonus for the previous year).

Massimo Tosato's pension arrangements include an augmentation to
pension under the UK scheme in respect of his UK contract and a
contribution paid into a separale pension arrangement in respect of his
international contract.

Each non-executive Director has a letter of appointment in which
both the non-executive Director and the Company is required to
give reasonable notice to terminate the appointment. Nan-
executive Directors are subject to the re-election requirements of
the Company's Articles of Association without a fixed term,
althocugh new appointments, including that of Mertyn Lowther, will
be for an initial period of three years and may be terminated on six
menths' notice. There are no provisions for non-executive
Directars to receive compensation upon early termination.

The following table provides dates of the non-executive Directors’
letters of appointment;

Michael Miles 17th Dec 2002
George Mallinckrocht 24th Dec 2002
Nicholas Ferguson 23rd Dec 2002
Sir Peter Job 23rd Dec 2002
Merlyn Lowther 8th Mar 2004
Kevin Parry 16th Dec 2002
Bruno Schroder 24th Dec 2002
Charles Sinclair 23rd Dec 2002
David Swensen 23rd Dec 20¢2

Fees for non-executive Directors are determined annually by

the Board based on market information supplied by New Bridge
Streat Consultants LLP, and in accordance with the restrictions
contained in the Cornpany’s Articles of Association. Non-executive
Cirectors do not participate in decisions concerning their own fees.

The annual fees payable in 2003 were as follows:

£
Beard Chairman 150,000
Board menmier 30,000
Audit Committee member 7,500
Audit Gommittee chairman 7,500
(in addition 1o the members feg]
Nominations Committee member nil
Nominations Committeg chairman 5,000
Remuneration Committee membar 5,000
Remuneration Committeg chairman 5,000

Executive Directors’ non-executive directorships

It is the Company's policy to allow executive Directors ta retain any
fees earned from any non-executive directorships they hold in
other companies.

{in addition to the member’s fee}

Norr-executive Directors do not participate in any of the Group's

incentive plans.
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Directors’ remuneration in 2003

The following tables on pages 18 to 22 provide detail in respect of each of the Directors® and former Directors’ emoluments, pension
entitlements, deferred cash, share interests and rights to shares. The final table on page 22 summarises total remuneration earned in
respect of 2003 by the executive Directors. In accordance with the Act, the tables have been audited by the independent auditors with
the exception of the final table.

Directors’ emoluments

The emoluments {cash payments and benefits in-kind, but not including any pension and equity ircentive award) of the Directors of the
Company in respect of the period for which they were in office in the relevant year, including their remuneration in respect of subsidiary
undertakings, comprised:

Salary Annual

and Benefits- cash 2003 2002

fees in-kind' bonus Total Total

£000 £000 £000 £000 £000
Executive Directors
Michael Dobson (Chief Executive) 200 14 1,800 2,014 2,018
Jonathan Asquith 180 13 860G 793 1,135°
Richard Horlick 200 11 1,000 1,211 -
Andrew Sykes 175 17 400 592 431
Massimo Tosato 175 159 805 1,139 776
Former executive Directors - - - - 632
Non-executive Directors
Michael Miles {Chairman) 158 - - 158 -
George Mallinckrodt (President)® 80 24 - 104 123
Nicholas Ferguson 30 - - 30 29
Sir Peter Job 38 - - 39 34
Kevin Parry 42 - - 42 -
Bruno Schroder® 70 4 - 74 74
Charles Sinclair 44 - - 44 48
David Swensen 30 ~ - 30 21
Former non-executive Directors
William Turner, Jr. 14 - - 14 49
Alva Way 12 - - 12 69
Cther former non-executive Diractors - - - - 239
Totai 1,449 242 4,605 6,296 5678

(1) The benefits-in-kind provided to Directors comprise one or more of: a car allowance, private use of company chauffeur, a mortgage subsidy allowancs,
private healthcare and membership of a Company pension scheme, including life assurance protection. Expatriate benefits {such as accommodation and
schooling assistance) are also available to those executives on international secondment,

(2) Including £375,000 paid at the time of joining the Company, in respect of 2001 annual bonus foregone from his pravious employer.

(3) George Malinckrodt received an annual fee of £30,000 as a Director, a fee of £50,000 for his additional services to the Company plus £14,000 of allowance
and £10,000 in benefits-in-kind,

4) George Mallnckrodt’s 2002 salary and fees for the year were £175,000 of which he elected to waive £71,000. He was an executive Directar until
31st March 2002, »

(5) Bruno Schroder received an annual fee of £30,000 as a Director, committee membership fees of £12,500, a fee of £27,500 for his additional services to the
Company plus £4,000 in benefits-in-kind.
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Directors’ pension entitlements
Defined benefit
The following table gives details of the accrued pension benefit at 31st December 2003 for Directors who have participated in the
defined benefits section of the UK Scherne during the year to 31st Decernber 2003. Further information concerning the Company's
pension schemes is set oui in Note 5 of the Notes to the Accounts on page 46.
Change in
Change in accrued pension
Accryed accrued excluding inflation Accrued Transfer Transfer
pension at pension pension at value at Increase in value at
31st Dec due to Transfer 31st Dec 31st Dec transfer 31st Dec
2002 inflation Increase valus 2003 2002 value 2003
£000 £000 £000 £000 £000 £000 £0C0 £000
Executive Directors
Michael Debscn 3 - 2 24 5 24 29 53
Andrew Sykes 73 2 1 1 76 543 109 652
Massimo Tosato 6 - 3 31 9 35 52 87
Non-executive Directors
Nicholas Ferguson' 106 3 1 7 110 1,255 218 1,473
Bruna Schroder 21 1 1 18 23 278 21 299

The accrued pension reprasents the annual pension which each Director would be entitled to receive fromn norrnal retirement age after leaving service. The accrued
pension would be increased each vear until it became payable in accordance with statutory requirements.

The charge in accrued pension represents the difference between the accrued pension at 31st December 2002 and 31st Decermber 2003. This is broken down
into inflationary increases and increases arising as a result of senvice for the vear concerned and any change in salary, where appropriate.

The transfer value represents the current capital sum which would be required, using demographic and financial assumptions, to provide the accrued pension and

ancillary benefits at the relevant date.

The accrued pensian or transfer value shown above does not include any alowance for additional voluntary contributions made by the Director.

(1) The pension benefit provided to Nicholas Ferguson is reimbursed by his current employer,

Defined contribution

The following table gives details of pension contributicns paid or payable by the Company into defined contribution arrangements for the

vear to 31st December 2003.

2003 2002
Employer Employer
contributions contrutions
£000 2000

Executiive Directors
Michael Dobson 13 14
Jonathan Asquith 17 16
Richard Horlick 13 _
Massimo Tosato 52 51
Former executive Directors - 851
Total 95 932

The contributions disclosed excltide any personal contributions made by a Director.,
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This table summarises the deferred cash awards outstanding as at 1st January 2003 {originally granted to the executive Directors in

1999) and delivered to them during 2003 in accordance with the original terms of the award.

Awards Awards Awards
held at paid out held at
1stJan during 31st Dec
2003 yoar 2003 Payment
£000 £000 £000 Date
Executive Directors
Massimo Tosato 74 ey - 18 Feb 2003
Former executive Directors
Nichclas MacAndrew 57 57) - 18 Feb 2003
John Troiano 199 (199) - 18 Feb 2003
Non-executive Directors
Nicholas Fergusor 35 {35) - 18 Feb 2003
Total 365 {369) -

(1) Award denominated in Euros and paymant resulted in a foreign exchange difierence of £4,000.

Directors’ share interests

At 31st December 2003 and at 1st January 2003 (or date of appointment, if later) the Directors had the following interests in shares

of the Company:
315t Dec 2003 18t Jan 2003
Grdinary Non-voting Crdinary Nan-vating
shares ordinary shares shares ordinary shares

Benaficial
Executive Directors
Michael Dobson 2,000 561,105 2,000 561,105
Jonathan Asquith - - - -
Richard Horlick - - - -
Andrew Sykes 5,940 52,105 5,840 34,709
Massimo Tosato - 24,363 - 363
Non-executive Directors
Michael Miles 5,000 - - -
George Mallinckrodt 30,000 507,226 30,000 234,375
Nicholas Ferguson - 53,117 - 53,117
Sir Peter Job 860 - 860 -
Kevin Parry - - - -
Brunc Schreder 6,353,655 59,310 6,353,655 59,310
Charles Sinclair 4,100 - 4,100 -
David Swensen 800 - - -
Non-beneficial
George Malinckrodt 213,631 - 213,631 -
Kevin Parry 333 - 333 -
Bruno Schroder 64,800 16,200 64,800 16,200
Charles Sinclair - 3,900 - 3.900

Additionally, at 31st December 2003, the Board of Directors as a whole was deemed 1o have an interest in 6,404,679 non-voting ordinary shares held in trust in

respect of employee share schemes (1st January 2003: 7,457,937).

At 31st Cecember 2003 and at 1st January 2003, Michael Dobson had a bengficial interest in £3,721,250 Schroders pic Floating Rate Unsecured Loan

Notes 2007.

During 2003 no Director held an interest in the shares or loan stock of any subsidiary of the Company.
There has been no change in the interests set out above between 31st December 2003 and 19th February 2004, being the date one month prior to the date of

the Notice of the Annual General Mesting.
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Directors’ rights to shares

At 31st December 2003 and at 1st January 2003 (or at date of appointment, if later) the Directors had the following rights to

non-voting ardinary shares:

Number of Shares

Exercise
Held at Rights Rights Rights Held at Rights price of .
1stdan  granted exercised lapsed 3istDec  granted 8th outstanding Exercise dates
2003 during year during year’ during year 2003 Mar 2004 rights Earliest Latest
Executive Directors
Michael Dobson {3) 250,000 250,000 £4.83 @ Dec 2005 8 Dec 2012
)] - 150,000 150,000 £3.98 10 Mar 2006 9 Mar 2013
(3; 500,000 500,000 £7.06 12 Nov 2006 11 Nov 2011
(4) - 352,186 352,186 - 10 Mar 2006 9 Mar 2013
{4 - - 502,386 - 8Mar 20G7 7 Mar 2014
Jonathan Asquith (3 150,000 150,000 £8.00 22 Apr 2005 21 Apr 2012
3) 150,000 150,000 £541 6 Nov 2005 5 Nov 2012
3 - 100,000 100,000 £3.98 10 Mar 2006 9 Mar 2013
(] - 133,969 133,969 - 10 Mar 2008 2@ Mar 2013
()] - - 81,466 - 8 Mar 2007 7 Mar 2014
Richard Horlick (3a) 400,000 400,000 £4.53 6 Nov 2005 5 Nov 2012
3 - 200,000 200,000 £3.98 10 Mar 2006 9 Mar 2013
1)) - - 200,000 £6.55 8 Mar 2007 7 Mar 2014
4 - 334,924 334,924 - 10 Mar 2006 9 Mar 2013
[C1] - - 266,600 - 8Mar 2007 7 Mar 2014
{4a) - - 142,565 - B Mar 2007 7 Mar 2014
Andrew Sykes {1) 47,930 47,930 £4.19 28 Mar 2000 27 Mar 2008
(1) 42605 42 605 £4.41 18 Mar 2001 17 Mar 2006
& 24,851 24,851 £8.22 7 May 2004 6 May 2009
2 M2,499 112,499 £8.00 13 Mar 2005 12 Mar 2010
{3 118,750 118,750 £8.00 22 Apr 2005 21 Apr 2012
3 50,000 50,000 £5.41 & Nov 2005 5 Nov 2012
&) - 40,600 40,600 £3.98 10 Mar 2006 G Mar 2013
& 91,185 1,185 £9.87 13 Mar 2006 12 Mar 2011
(4) 40,795 40,795 - 13 Mar 2004 12 Mar 2011
4 6,199 6,199 - 11 Mar 2005 10 Mear 20172
(] - 20,094 20,094 - 10 Mar 2008 9 Mar 2013
® 10,757 10,757 -
{5a) 8,148 7,822 326 -
(8 17,562 17,562 - 13 Mar 2003 12 Mar 2010
B 93,750 93,750 -
Massime Tosate @ 18963 18,963 £8.22 7 May 2004 6 May 2000
(2) 62499 62,499 £8.00 13 Mar 2005 12 Mar 2010
(3) 185,350 165,350 £8.00 22 Apr 2005 21 Apr 2012
(3 100,000 100,000 £5.41 6 Nov 2005 5 Nov 2012
(3 - 85,000 65,000 £3.98 10 Mar 2008 2 Mar 2013
(3a) 91,185 91,185 £8.87 13 Mar 2006 12 Mar 2011
4 64,826 64,826 - 13 Mar 2004 12 Mar 2011
4 16,204 16,204 - 10 Mar 2005 9 Mar 2012
4} - 80,381 80,381 - 10 Mar 2006 9 Mar 2013
{4) - - 80,447 - BMar 2007 7 Mar 2014
(& 40,000 40,000 -
Non-executive Directors
George Malinckrodt {1a} 332,319 332,318 -
Nicholas Ferguson {5) 2.858 2,858 -
5) 3.055 3,035 - 8Mar 2002 7 Mar 2008
5) 2,173 2,173 - 13 Mar 2003 12 Mar 2009

For an explanation of the notes see page 22 {overleaf)
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Directors’ rights to shares {(continued}

The markst price of the non-voting ordinary shares at 31st December 2003 was £5.72 and the range during 2003 was £3.65 to £7.13, The closing market price of
the non-voting ordinary shares on 5th March 2004 was £6.55.

{1) Senior Executive Share Option Scheme 1986. There were no performance conditions associated with this award.
{1a) This award was granted an 22nd March 1983 during George Mallinckrodt's period of service as an executive Director,

{2) Share Option Plan 1999. Conditional upon achieving a performance target of earnings per share growth greater than the Retail Price Index plus two par cent.
per annum over a minimum five year period.

{3) Share Option Plarr 2000. A summary of the performance target is shown in the box an page 15.

(3a) There were no performance conditions associated with these awards as Richard Horlick and Massimo Tosato were not Directors at the time the awards
were granted.

{4) Equity Compensation Plan 2000. The figures shown above comprise the original rights plus the maximum 33.3 per cent, conditional entilement to increased
rights after five years,

Awards are structured as nil-cost share awards. See page 15 for details.
{4a) This includes an award of £700,000 in recognition of the deferred compensation Mr Horlick forfeited upon leaving his last employer.

{5 Equity Compensation Plan. Similar to the Equity Compensation Plan 2000, but the maximum award comprises the ariginal rights plus the maximum
25 per cent. cenditional entitlement to increased rights after five years for awards granted in 1997 and 1998, and a maximum of 33.3 per cent. conditional
entittement to increased rights after five years for awards granted in 1999.

(5a) Andrew Sykes exercised awards under the Equity Compensation Plan which had not fully vested, thus 326 shares have lapsed.

{8) Retention Plan. Awards were structured as nil-cost share awards. There were no performance conditions associated with this one-off award as they were
granted to ensure employee retention during the sale of the investment bank in 2000.

(7) The market prices on the dates the rights were exercised during 2003 were respectively: Andrew Sykes £4.40 for all awards: Massimo Tosato £4.40,
Gearge Malinckrodt £4.56, Nicholas Ferguson £4.40. The aggregate gain on rights exercised amounted to £1,257,000 of which £579,000 relates to gains on
nil-cost awards and £678,000 relates to market value options.

Summary of Executive Directors’ remuneration in 2003

The following table presents a summary of the total potential compensation {other than the maximum 33.3 per cent. conditional
entitlement referred to in Note 4 to the previous table) earned in respect of the 2003 performance year by the exegutive Directors in
service at 31st December 2003.

Awards under the Equity Compensaticn Plan 2000 and Share Opticn Plan 2000 do net give rise to any immediate entitlerment to
shares. Awards vest from the third anniversary after the grant date, provided the executive Director continues to be employed by
the Company.

Share

Option

Annual Equity Plan awards

Benefits- cash Compensation 2003 granted

Salary ir-kind Pension bonus Plan award Total during 2003

£000 £000 £000 £000 £000 £000  No. of options

Michael Dobson {Chief Executive) 200 14 37 1,800 2,467 4518 150,000
Jonathan Asquith 180 13 17 600 400 1,210 100,000
Richard Horlick! 200 1 13 1,000 1,309 2,533 200,000
Andrew Sykes 175 17 1 400 - 593 40,000
Massimo Tosato 175 159 83 805 395 1,617 85,000

(1} Excludes the award referred to in note {4a) to the previous table.

Approved and signed on behalf of the Board

Sir Peter Job
Chairman, Remuneration Cormmittee

11th March 2004
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This report sets out the membership of the Audit Commiittee, its
role, remit and its activities during the year.

Committee Members
The Committee members at 31st Decernber 2003 were:

Kevin Parry (Chairman)
Bruno Schroder
Charles Sinclair

Kevin Parry was appointad to the Committee on 13th March
2003. williarm Turner, Jr. and Alva Way were members until their
retirement from the Board on 13th March 2003. Kevin Parry took
over from Charles Sinclair as Chairman cf the Committee on
26th May 2003. Charles Sinclair will retire a3 a member of the
Committee at the 2004 Annual General Mesting.

Mertyn Lowther will join the Committee during the year, following
her appointment to the Board on 1st April 2004. it is the Board's
intention to appoint ancther independent non-executive Director to
the Committee during 2004,

Financial experience For the purposes of the new Commbined
Code, Kevin Parry is considered by the Board to have recent and
relevant financial experience.

Terms of reference

The Board has delegated to the Committee responsibility for
overseging the financial reporting and imternal control of the
Group and for maintaining an appropriate relationship with the
Company's auditors.

The role of the Committee is to encourage and safeguard

the highest standards of integrity, financial reporting, risk
management and internal control. The principal respensibilities
of the Committee include:

— reviewing the form and content and monitoring the integrity
of the Company's and the Group's financial statements

-~ monitoring and reviewing the arrangements for ensuring
the objectivity and effectiveness of the external and internal
audit functions

— recommending to the Board the appeintment, re-appointment or
removal of the external auditors

— reviewing the effectiveness of the Company’s internal controls
and risk management systems

- reviewing and monitoring the Company's ethical standards,
procedures for ensuring compliance with regulatory and financial
reporting requirements and its relationship with the relevant
regulatory authorities.

A copy of the terms of reference of the Committes is available
on request from the Board Secretary at the Company's
registered office.

Report on the Committee’s activities in 2003

Meetings and attendance The Committee, which is scheduled
to meet at least four times a year, met on six occasions during
2003 and there was full attendance at each mesting.

During the year the Committee met separately with the Group's
external auditars and with the Head of Group Internal Audit
without executive management present.

Principal issues addressed during 2003 were:

- the annual financial statements for 2002
— the interim financial results for 2003
- the external audit plan for 2003

- the Group's risk management process, including key risks facing
the Group

—the Group's quarterty and annual reports on internal audit
activities and the effectiveness of internal controls

- the external auditors’ year-end report

—the indepandence and ohjectivity of the external auditors,
including a review of non-audit fees

—the armangements for staff to raise concerns about possible
improprieties relating to the Company's operations.

Non-audit services The Committee has reviewed all nen-audit
services pravided by the exdernal auditor in order to ensure that
auditor objectivity and independence is safeguarded.

Other issues The Commitiee received regular reports from

the Chief Financiai Officer, the Group Campliance and Risk
Director and the General Counsel. It also reviewed reports on
various subjects including a review of corporate governance and
the new Combined Code, the risk management framewark,
investment risk management, the Basel consultation paper,
governance of overseas funds, Group insurance arrangements,
the governance of Group pension arrangements, health

and safety, disaster recovery arrangements and a review of its
own effectiveness.

Support The Committee received information and support from
management during the year to enabie it to canty out its duties
and responsibilities effectively. A co-ordinated programme of
training and briefing has been arranged for Committee members.
The Committee has access 10 external indspendent advice.
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Nominations Committee report

This report sets out the membership of the Nominations
Committes, its role and remit and its activities during the year.

Committee Members
The Committee members at 31st December 2003 were;

Michael Miles (Chairman}
Sir Pater Job

George Mallinckrodt
Bruno Schroder

Charles Sinclair

Williarm Turner, Jr. and Alva Way were members until their
retirement from the Board on 13th March 2003, Charles Sinclair
will retire as a member of the Committee at the 2004 Annual
General Mesting.

David Swensen ioined the Committae on 26th February 2004.
It is the Board's intention to appoint another independent
non-executive Dirgctor to this Committee during 2504,

Terms of reference

The Board has delegated to the Committee responsibility for
reviewing and propesing appeintments to the Board and for
recommending any other changes to the Board's composition or
that of Beard Committees.

The principal responsibilities of the Cormmities include:

— raviewing the size and composition of the Board

- selecting candidates for appointment to the Board 1o meet
the desired composition

Directors’ report

Annual Report & Accounts 2003

- ensuring that there is a formal, rigorous and transparent
procedure for the appeintment of new Directors to the Board

- ensuring successicn plans are in place for key Board members.

A copy of the terms of reference of the Committee is available on
request from the Board Secretary at the registered office.

Report on the Committee’s activities in 2003

Meetings and Attendance The Committeg, which meets
periodically as required, met on four occasions during 2003.
There was full attendance by Committee members at each of
those mestings.

Principal issues addressed during 2003 were:

— the process used for Board appointments

—the compeosition of the Board and proposed new
non-executive appointments

— the succession plan for Board Members.

As discussed in the Corporate Governance Report, the Board
has, since the announcement in November 2003 of the
retirements from the Board of Charles Sinclair and Nicholas
Ferguson at the 2004 Annual General Meeting, been seeking to
appoint new independent non-executive Directors in order to
achieve a more balanced composition of the Board.

Support The Committee received information and support from
management during the year to enable it to carry out its duties
and responsibilities effectively. The Committee also sought and
received external information and advice from Gow & Partners in
relation to the proposed recruitment of non-executive Directors.

The Directors present their report and the audited financial
statements of the Company and the Group for the year ended
31st December 2003.

Principal activities and business review

Schroders ple is the parent company of an international asset
management group.

A review cf the Group’s business during 2003 and likely future
developments is contained in the Management Statement on
pages 3 to 5 and in the Operating and Financial Review on pages
610 Q.

Results and dividends

The profit for the year attributable to shareholders was
£49.2 miflion, compared with £26.1 milion for 2002,

2003 2002
Ordinary shares ang non-voting ordinary shares £mn £mn

Interim dividend 5.5p per share (2002: 5.5p) 16.1 16.0
Recommended final dividend 13.0p per share (2002; 13.0p) 37.6 373
Total dividend 18.5p per share {2002: 18.5p) 53.7 53.3

The final dividend will be paid on 26th April 2004 to sharehoiders
on the register on 26th March 2004.

Investments and disposals
Details of disposals are shown on page 62.

Directors

The names and biographical details of the Directors of the
Company are given on pages 12 to 13 with the exception of
Andrew Sykes who served as an executive Director throughout
the year and who will retire as a Director with effect from

31st March 2004. On 1st January 2003 Michael Miles was
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appointed as a hon-executive Director and Chairman, Richard
Horlick was appointad as an executive Director and Kevin Parry
was appointed as a non-executive Director. In additicn, Mertyn
Lowther will join the Board as a non-executive Director from 1st
April 2004 following her appointment on 10th March 2004. In
accordance with the Company's Articles of Association, she will
seek election as a Director at the 2004 Annual General Meeting.

Nicholas Ferguson and Charles Sinclair will be retiring at the
2004 Annual Genaral Meeting and will nct be seeking re-election.

In accordance with the Company’s Articles of Association,
George Mallinckrodt and Bruno Schroder, who are both over the
age of seventy, wil retire from office at the forthcoming Annual
General Meeting and will offer themselves for re-election.

The Articles of Association require each Director to retire from
office at the third Annuat General Meeting following their fast
election or re-election 10 the Board. Since no Directors have
currently served for three years since their last election or
re-election, no other Director is required to retire from office.

Details of existing Directors’ service contracts or terms of
appointment, together with their interests in the Company's
shares are shown in the Remuneration Report on pages 16, 17,
20 and 21.

None of the Directors had an interest in any contract with the
Company or any of its subsidiaries either during or at the end of
the year.

Substantial shareholdings

As at 19th February 2004, being the date one month prior to the
date of the Notice of the Annual General Meeting, the Company
had received notification pursuant to section 198 of the
Companies Act 1885 of the following interests of three per cent.
or more of the Company's ordinary share capital:

Vincitas Lirmnited
Veritas Limited

62,341,233 shares  27.58%
37,308,464 shares  16.51%

Legal & General Group plc and/cr its subsidiaries 7,125,346 shares  3.15%

Vincitas Limited and Veritas Limited act as irustees of certain
settlerments made by members of the Schroder family.

The Company is not subject to the close company provisions of
the Income and Corporation Taxes Act 1888.

Capital structure

The Company's share capital is comprised principally of ordinary
shares and non-voting ordinary shares of £1 each. As at 31st
December 2003, 226,022,400 ordinary and 70,263,358 non-
voting ordinary shares were in issue, representing 76.3 per cent.
and 23.7 per cent. respectively of the total issued share capital,

The non-vating ordinary share class was introduced in 1986 to
permit the operation of an employse share option plan without
diluting the voting rights of ordinary shareholders. Since then,

non-voting ordinary shares have been used in connection with

subsequent employee share and share option plans as well as the
acquisition of Beaumont Capital Management Limited in 2001,
The non-voting ordinary shares carry the same rights as ordinary
shares save that they do not confer the right to attend and vote at
any general meeting of the Cormpany, and that on a capitalisation
issue they carry the right to receive non-voting ordinary shares
rather than ordinary shares.

The Company does not intend that the issued share capital
should increase over the medium term as a result of the awards
under the share and share option plans described in the
Remuneration report. The Company thersfore plans to repurchase
an equivalent number of non-voting ordinary shares to neutralise
any dilutive effect of awards made under those plans, as
described in the Notice of Annuai General Meeting.

Employees

Details of the Company’s employment practices can be found in
the Corperate and Social Responsibility section on page 286,

Donations

The amaount paid by Group companies to charitable organisations
during 2003 was £510,000 (2002 £646,000), of which £433,000
(2002: £350,000) was donated to UK charities. No political
donations were mads or expenditure incumred by the Company
or its subsidiaries during the year (2002: nil).

Creditor payment policy

The Group’s policy and practice in the UK is to agree the ferms of
payment with suppliers at the time of contract and to make
payment in accordance with those terms subject to satisfactory
performance. The Group does not follow any code or standard on
payment practice. At 31st Decermber 2003 the amount owed to
the Group's trade craditors in the UK represented approximately
15 days’ average purchases from suppliers (2002: 17 days).

2004 Annual General Meeting

The Annual General Mesting will be held at 31 Gresham Street,
London EC2V 7QA on 22nd April 2004 at 12 noon. The Notice
of Meeting includes the following four items of special business:
an increase in the aggregate Birectors’ fees limit; general authority
for the Company to purchase its own shares; amendments to

the Articles of Association; and autherity for political donations
and expenditure.

Details of all items of business to be dealt with at the Annual
General Meeting can be found in the Noitice of Meeting.

Auditors

Resolutions will be proposed at the forthcormning Annual General
Meeting 10 re-appoint PricewaterhouseCoopers LLF as Auditors
and to authorise the Directors to fix their remuneration.

By Order of the Board 31 Gresham Street

London EC2V 7QA

Howard Trust

11ih March 2004/_,___ .
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Corporate and social responsibility

Employees

The Company recegnises the importance of making Schroders an
employer of choice, ensuring that its employees understand the
strategic aims and objectives of the Group, being clear about what
is expected of them and having policies and practices that make
Schroders a good place to waork.

The Group has developed a process for communicating with
employees worldwide, on a day-to-day basis, via email and the
Group’s intranet site. The Group also ensures that what is
explained to the market is disseminated internally.

There has been an increased use of employee meetings designed
to facilitate the exchange of views with senior management and
discussion of the progress made by the Group. Furthermore,

the Group has decided te benchmark the views and attitudes

of employees by conducting an employee opinion survey in
Spring 2004.

The performance management process, which comprises an
annual performance appraisal and 360° assessment, has been
automated glcbally and now incarporates an assessment of each
employee against the Group's core values: integrity, passion;
innovation; teamwork and excellence. The Group has taken steps
to ensure that the cutput from the performance management
process is used to infarm any decisions on promgction and reward.

The Group has begun to run new learning and develcpment
programmes on sales and management development.

The Group is committed to equal opportunities for both existing
employees and applicants seeking employment. It is the Group's
policy to give appropriate consideration to applications for
employment from disabled persons, having regard to their
particular aptitudes. For the purposes of training, career
development and promotion, disabled employess, including any
wha become disabled in the course of thelr employment, ars
treated on equal terms with other employees.

The Group promotes high standards of health and safety at work
for all employees. :

Corporate Responsibility

The Group promaotes energy efficiency and avoidance of waste
throughout its operations, including appropriate conservation
measures in the design and use of buildings and equipment,
recycling of materials and reduction in use of paper through
office automation.

Targets for the reduction of waste and the adoption of sustainable
environmental measures have been set. The Group again
participated in the annual ‘Business in the Environment’

survey, the results of which have been used to help assess the
Group'’s own performance with a view to making improvements
wherever practicable.

Additionally, the Group, through the investment management
process, advises companies in which it invests of its socially
responsible investment policy, a copy of which can be obtained
from the Company's website at www.schroders.com.

Community Involvement

The Group continues to widen its links with the broader
community. In particular, some 20 volunteers from our London
office mentor children and assist children with numeracy, IT and
literacy skills in local schools.

UK employees are encouraged 10 make any of their charitable
donations through the payroll system and at the end of the year
22 per cent, of staff were participating in this scheme. Employees
also aranged fund raising events in support of charitable causes.
In celebration of Schroders' 200th anniversary in 2004, an
additional £200,000 has been budgeted for matching charitable
giving and, following consultation with employees worldwide, the
charitable themes of cancer and children have been selected for
our anniversary year.

A number of employees are serving on public bodies such as
regulators and local government whilst others participate in
trade crganisations.

A more detailed report on the Group’s community involvement is
contained in cur Social and Environment Report which is available
on the Company's website at www.schroders.com.
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Risk management and internal control

Risk Management

The Board is accountable for risk and is responsible for oversight
of the risk management process. The principal risks facing the
Group are cperational, including legal, and reputational risk
although credit, market and liquidity risk exposures exist within the
Group businesses and need to be managed appropriataly.

The Group Management Committee has approved a risk
management framework and siructure established by the Group
Risk function. The framework sets out a definition of risk and
describes the methodology for the identification, assessment,
mitigation and reporting of risks. A risk management structure has
been implemented which aligns risk with corporate governance
and embeds risk management within the business. The Group
Management Committee reviews the key corporate risks facing
the Group and receives regular reports as to the current status

of each risk.,

The Group Risk Committee, chaired by the Chief Financial Officer,
oversees the risk management process. Local management is
responsible for operational risk controls where appropriate and,
depending on the size and complexity of the business unit, risk
and contral maps have been prepared and these have been
integrated into a workd-wide risk management system. The Group
Risk Committee liaises with the relevant line management
regarding any matters giving cause for concern.

In respect of credit risk, limits are reviewed and set centrally by
the Group Agency and Principal Risk Committees supported by
a dedicated team of cradit professionals. Local management is
responsible for monitoring exposure against these limits and
reporting to Group management by exception. In respect of
principal risk, authority to set credit limits within an overall Group
limit has been delegated to the Group's banking businesses in
Guernsey and Switzerland.

The Group does not run a trading book. The Private Banking
subsidiaries held certain financial instruments (debt securities,
forward foreign exchange contracts and interest rate swaps) for
customer facilitation purpases. It is Group policy to hedge interest
rate risk but this is largely mitigated by the short-term re-pricing
nature of the interest bearing assets/liabilities.

The Group has a number of overseas subsidiaries whose
shareholders’ funds, revenues and expenses are denominated
principally in lecal currencies. Financial instruments are used
within the Group where it is considered that the sterling values
of such amounts are at risk. In such cases, forward forgign
exchange contracts with third parties are used as hedging
devices to mitigate exposure to clirency movements. The use
of such instruments is limited and is subject to approval by the
Capital Committee.

In addition, the Group's seed capital invesiments may also be
hedged in respect of market risk where it is possible to construct
an effective hedge and there is a percaived risk of volatility in the
value of the investment due to market movements. The decisions
to hedge market risk on seed capital investments, typically using
futures, are taken by the Capital Committee in consultation with
the business.

The liquidity of individual bank entities is manitored by the Principal
Risk Committee and that of the Group by the Capital Committee.
The Capital Committee monitors and controls the use of the
Group's non-operating capital resources.

Dedicated personnel are responsible for producing and
maintaining market and liquidity risk reports based upon the
Financial Services Authority's methodologies under the Capital
Adequacy Directive. The underlying methodologies and limits are
reviewed and set centrally by the Principat Risk Committee. Local
risk committees and the Principal Risk Committee review
exposures against limits on a regular basis.

Group Compliance undertakes detailed monitoring activities to
review compliance with legal and regulatory requirements. Group
Internal Audit carries out a programme of audits, provides advice
on and reviews the risk management process.

Internal Control

The Board is responsible for the Group’s system of internal control
and for reviewing its effectiveness. Such a system can provide
only reasonable and not absolute assurance against material
financial misstatement or loss and is designed to manage, not
eliminate, risk.

On behalf of the Board, the Audit Committee has carried out its
annual assessment of the effectiveness of internal control during
2003 using the following to support its conclusions:

- the opinion of the Group Management Committee of key
corporate risks and responsibilities for those risks

- reports from Group Risk summarising the results of the
twice-yearly business standards and controls survey, describing
the risk management process, summarising the work
undertaken by the Group Risk Committee and highlighting any
significant control issues arising

- an internal audit review of the effectiveness and application of
the risk management process, including results of internal audits
during the year, showing outstanding matiers

- a report detailing outstanding litigation and other major claims

- a report from the Group Compliance & Risk Director on fraud
within the Group

- areport from Group Compliance summarising activity during the
year and highlighting any major instances of non-compiiance.

The Board is of the view that there is an ongoing process for
identifying, evaluating and managing the Group’s significant risks
and that:

— it has been in place for the year ended 31st December 2003
and up to the date of approval of the annual report and
accounts

— it is regularly reviewed by the Beard and accords with the
internal control guidance for directors in the Gombined Code.

The Board fully recognises the benefit of promoting a pregramme
of continuous improvement in the area of risk management.
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Notice of Annual General Meeting

Notice is hereby given that the 2004 Annual General Meeting of
Schroders ple wil be held at 31 Gresham Street, London

EC2V 7QA on Thursday 22nd April 2004 at 12 noon to transact
the following business:

Resolutions

To consider and, if thought fit, to pass resolutions numbered 1
to 9 and 12 to 14 as Ordinary Resolutions (requiring a majority
of more than 50 per cent.} and resolutions 10 and 11 as Special
Resolutions {requiring & majority of not less than

75 per cent.).

Report & Accounts

1. To receive and adopt the Report of the Directors and the
Accounts of the Cormpany for the year encled
31st December 2003.

Far each financial year the Directors are required to present the
report of the Directors and the financial accounts for adoption by
the shareholders. Accordingly, the Report and Accounts for the
year ended 31st December 2003 are now preserited.

Final Dividend

2. 70 declare a final dividend of 13.0p per share on the ordinary
shares and on the non-veting ordinary shares of £1 each of
the Company.

The payment of the final dividend of 13.0p per share in respect of
the year ended 31st December 2003, recommended by the Board
on the ordinary and non-voting ordinary shares of the Company,
requires the approval of shareholders in general meeting.

Remuneration Report
3. To approve the Remuneration Report for the year ended
31st December 2003,

Section 2348 of the Companies Act 1985 (as amended) requires
that the Directors must prepare an annual report detailing the
remuneration of the Directors and the Company’s remuneration
policy and under section 241A ensure that a resclution is put to
sharehclders each year for their approval. The Remuneration
Report can be found on pages 14 to 22. This notice therefore
contains a resolution to approve the Remuneration Report for the
year to 31st Decamber 2003. The result of this resolution is
advisory only.

Election of Director appointed since the last
Annyal General Meeting
4. To elect Merlyn Lowther as a Director of the Company.

Article 87 of the Company’s Articles of Association reguires that
any Director appainted to office by the Board may hold office anly
until the next Annual General Mesting, when shareholders have
the cpportunity 1o vote on their election. Accordingly, Merlyn
Lowtner, appointed cn 10th March with effect from 1st April 2004,
is seeking election. A profile of Merlyn Lowther is contained on
page 13.

The Board supports the election of Merlyn Lowther, who will
provide additional independent non-executive representation on
the Board and the Audit Committee.

Re-election of Directors having attained the age of seventy
(Resolutions 5 and 6)
5. Te re-glect George Mallinckrodt as a Director of the Company.

6. To re-elect Bruno Schroder as a Director of the Company.

Under Articles 84 and 89 of the Company’s Articles of Association
any Director must retire and offer themselves for re-glection
annually once they have attained the age of seventy. Both George
Mallinckrodt and Bruno Schroder are over seventy and retire and
offer themselves for re-election. Profiles of George Mallinckrodit
and Bruno Schroder are contained on page 13.

The Board befigves that it is appropriate for George Mallincikrodt to
be re-elected in view of his many years' international business
experience. The Board also believes that it is appropriate for
Bruno Schroder, as the representative of our principal sharehoider
group, to be re-elected.

Auditors (Resolutions 7 and 8)
7. To re-appaint PricewaterhouseCoopers LLP as Auditors of
the Company.

8. To authorise the Directors ta fix the remuneration of the Auditors.

The Company’s auditors must offer themselves for re-appeintrnent
at each Annual General Mesting at which accounts are presented.
Accordingly, the Board, on the recommendation of the Audit
Cammittee, proposes the re-appointment of
PricewaterhouseCoopers LLP as the Company’s auditors.
Resolution 8 authorises the Directors to agree the remuneration

of PricewaterhouseCoopers for their services as auditors.

Increase in aggregate Directors’ fees limit

9. That the Gompany be and is hereby generally and
unconditionally authorised to increase the aggregate Directors
fees as detailed in Articie 97 of the Articles of Association from
£500,000 per annum to £1,000,000 per annum.

The cument cap on aggregate Directors' fees is £500,000. This
level has not been reached but the Board believes that it should
ba increased to £1,000,000 to allow the Board to recruit further
independent non-gxecutive Directors and to provide headroom 1o
accommedate future developments in directors’ remuneration.

Authority to purchase own shares

10. That the Company be and is hereby generally and
unconditionally authorised to make market purchases within
the meaning of section 163(3) of the Companies Act 1985 (as
amended} of non-voting ordinary shares of £1 each {'Shares”),
subject to the following conditions:

(a) such authority be limited to a maximum number of
14,750,000 Shares;
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(b} the maximum price at which Shares may be purchased is
5 per cant. above the average of the middle market
quotations for the Shares as derived from the London
Stock Exchange Daily Official List for the five business
days preceding the date of purchase or, in the case of a
tender or partial offer, the date the tender or partial offer is
made whichever is the greater, and the minimum price at
which Shares may be purchased is £1 per share, in both
cases exclusive of expenses; and

() such authority shall, unless renewed prior to such time,
expire at the conclusion of the next Annual General
Meeting of the Company save that the Company may
before such expiry enter into a contract to purchase
Shares under which such purchase will or may be
complated or executed wholly or parily after the
expiration of such authority and may make a purchase
of Shares in pursuance of any such contract,

If passed, this resoluticn would renew the Company’s autherity 10
make purchases of its own non-voting ordinary shares. This
authority relates to 14,750,000 shares, reprasenting approximately
5 per cent. of the total issued share capital and socme 21 per cent.
of the issued non-voting ordinary share capital. The authority sets
limits on the price which may be paid for any shares and is limited
to market purchases on the London Stock Exchange or (so far

as required under the Listing Ruies) by tender or partial offer to

all shareholders.,

The previous authority granted at the Annual General Meeting on
23rd April 2003 was not used during the year. The Directors have
no plans to use this authority generally if it is renewed. However,
they do intend that, if the authority is given, the Company wouid
exercise its right o make purchases with a view ic maintaining
over the medium term the ratio of ordinary shares to non-voting
ordinary shares, taking intc account the issue of non-voting
ordinary shares under the Company’s share or share option plans.

If the authority is given, purchases would anly be made where the
Directors believed that they were in the best interests of the
Company, taking into account other available investment
opportunities and the overall financial position of the Group.
Purchases would only be made where earnings per share would
be increased (except possibly in respect of purchases made in
relation to the issue of non-voting ordinary shares under the
Company’s share or share option plans).

The Gompanies (Acquisition of Own Shares) {Treasury Shares)
Regulations 2003 came into force on 1st Decemiber 2003 and
made certain amendments to the Companies Act 1985 sc as to
allow companies acquiring their own shares in certain
circumstances to hold those shares in treasury, for resale or for
the purposes of a company's share or share option plans, rather
thart being cbfiged to cance! them. If the Company wers to
purchase its own non-voting ordinary shares pursuant to the
authority sought in this resolution, the Directors would consider
whether to cancel those shares or hold them as treasury shares,
in the latter case only to be used for the purposes of the
Company’s share or share option plans.

Amendments to the Company’s Articles of Association

11. That the Articles of Assaciation of the Company be amended
by the adoption of the amendments to articles 2, 4, 6, 8, 13,
14, 16, 37, 38, 41, 43, 44, 47, 54, 58, 63, 76, 79, 88, 95,
101, 112, 124, 131, 132, 140, 142, 144 and 145 highlighted
in the revised print of the Articles of Association initialled by the
Chairman for the purpose of identification only.

The Company's Articles of Association were adopted in February
20G0 and last amended in April 2002. Since then there have been
certain changes to company law and practice, most notably the
coming into force of the Companies {Acquisition of Own Shares)
(Treasury Shares) Regulations 2003, the effect of which is
explained above in relation to resolution 10. Various minor
amendmentis to the Company’s Articies of Association are
recommended so as to make them consistent with these
Regulations. This will clarify the interpretation of the Articles of
Association should the Company wish to hold shares in treasury in
the future. These amendments affect Articles 8, 13, 58, 83, 101,
112, 131, 132 and 145.

In addition, a number of technical amendments are proposed to
take account of the Uncertificated Securities Reguiations 2001
and other developments relating to the holding of shares in
uncertificated form. These amendments affect Articles 2, 14, 43,
44, 47, 79 and 144.

Certain other changes to the Articles of Association are
recommended to be made to take account of developments in
market practice or which are of a technical or drafting nature.
These changes would affect Articles 2, 4, 8, 13, 16, 37, 38, 41,
54, 58, 76, 95, 124, 131, 132, 140 and 142. In addition, an
amendment to Article 88 is proposed 1o allow Dirgctors to retire by
rotation more frequently than once every three years. This is
intended to spread the retirement of Directors more evenly over a
three year period. An amendment to Article 54 is proposed to
authorige the Company to dispense with sending notices of
meetings and related documents to members who are
untraceable. It would no longer be necessary to continue mailing
documents to an inoperative address after documents had been
returned undelivered on two consecutive occasions.

The number of the proposed amendments is such that they have
not heen described separately in this resolution but have been
marked in a revised draft of the Articles of Association which is
available for inspection as detailed on page 30.

Political donations and expenditure (Resolutions 12, 13

and 14)

12. That pursuant to section 347C of the Companies Act 1985
(as amended) the Company be and is hereby authorised to:

(@ make donations to EU political organisations; and

O incur EU palitical expenditure in an aggregate amount not
exceeding £50,000 during the period commencing on the
passing of this resciution and ending on 22nd April 2008
or, if sooner, at the conclusion of the Annual General
Meeting to be held in 2008. For the purposes of this
resciution, the terms ‘donations’, ‘EU political organisations’
and 'EU padliticai expenditure’ shall have the meanings set
out in Part XA of the Companies Act 1985 {as amended).
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13. That pursuant to section 347D of the Companies Act 1985 (as
amended) Schroder Investment Management Limited being a
wholly-owned subsidiary of the Company, be and is hereby
authorised to:

(8 make donations to EU political crganisations; and

{b) incur EU pelitical expenditure in an aggregate amount net
exceeding £50,000 during the period commencing on the
passing of this resolution and ending on 22nd April 2008
or, if sconer, at the conclusicn of the Annual General
Meeting of the Company to be held in 2008. For the
purposes of this resolution, the terms ‘donations’, 'EU
political organisations’ and ‘EU political expenditure’ shall
have the meanings set out in Part XA of the Companies
Act 1985 (as amended).

14, That pursuant to section 347D of the Companies Act 1985
(as amended) Schroder investment Management
{Luxernbourg) S.A. being a wholly-owned subsidiary of the
Company, be and is hereby authorised to:

(@ make denaticns to EU political organisations; and

(b} incur BU political expenditure in an aggregate amount not
exceeding £50,000 during the period commencing on the
passing of this resolution and ending on 22nd April 2008
ar, if sooner, at the conclusion of the Annual General
Meeting of the Company to be held in 2008, For the
purposes of this resolution, the terms ‘denations’, ‘EU
political crganisations' and *EU political expenditure’ shall
have the meanings set out in Part XA of the Companies
Act 1985 {as amended).

These resolutions concern Part XA of the Companies Act 1985
{as amended), inserted by the Pelitical Parties, Elections and
Referendums Act 2000. Any donaticns to political organisations in
excess of an aggregate of £5,000 or any political expenditure by
the Company and any appropriate subsidiaries must be
authorised by the Company’s shareholders. Whilst the Group and
its subsidiaries did not make any donations to political parties in
the last financial year and each does not intend to do so in the
current one, the resolutions ars intended 1o authorise normal
expendiiure which, due to the wide definitions under

Part XA, may be construed as political expenditure or as a
donation 1o a political organisation. The resolutions do not purport
to authorise any particular donation or expenditure but are in
general terms as required by the Act. Any donations or
expenditure in excess of £200, faling within the ambit of the
definitions, are required to be disclosed in the Company's Annual
Report in compliance with the Act.

A proxy form is enclosed to enable shareholders unable to
attend the meeting to cast their votes by post at the Annual
General Meeting.

By Order of the Board Registered Office:
31 Gresham Street

Howard Tru ondon EC2V 7QA
Secretary ,{/r&
19th March M

Notes

An ordinary shareholder entitied to attend and vote at the meeting is entitled tc
appoint one or more proxies 1o attend and {insofar as permitted by the
Company's Articles of Association) 10 vote instead of him.

A proxy need not be a member. A form of proxy is enciosed for ordinary
shareholders which should be completed and returned to the Cempany's
registrar, Lioyds TSB Registrars, The Causeway, Worthing, West Sussex,
BN99 6DN not Iater than 48 hours befare the time fixed for the meeting.
Completion of the proxy wilt not preclude an ordinary sharenclder from
attending and voting in person.

Shareholders who prefer to register the appoeintrnent of thelr proxy electronically
via the internet can do sa through the registrars’ website at
www.sharevote.co.uk where full instructions are given. The personal reference
number, card ID and account number printed on the proxy form will be
required. Alternatively shareholders who have already registered with Lloyds
TSB Registrars’ on-line portfolio service, Shareview, can appoint their proxy by
logging on to their portfolio at www shareview.co.uk and clicking on ‘Company
Mestings’. A proxy appointment made electronically will not be valid if sent to
any address other than those provided or i received after 12 noon on 20th April
2004. Please note that any communication found to contain a computer virus
will not be accepted.

The Company specifies that only those ordinary sharehalders on the register of
members as at 6 p.m. on 20th April 2004 will be entitled to attend or vote at
the mesting in respect of the number of shares registered in their name at that
time. Changes 10 entries on the register of members after 6 p.m. on 20th Apri
2004 will be disregarded in determining the rights of any perscn to attend or
vote at the meeting.

The Register of Directors’ interests kept in accordance with section 325 of the
Companies Act 1885 and a print of the Articles of Association showing proposed
changes are available for nspection at the Company's registered office of the
during normal business hours on weekdays until 22nd Agril 2004 and will be
available for inspection at least 15 minutes prior to and during the meeting.

Profiles of each of the Directars offering themselves for election ar re-election
are on page 13 of this report. The profiles include, where appropriate,
membership of Board Commitiees.

CREST members who wish to appoint a proxy or proxies through the CREST
electronic proxy appointment service may do so for the Annual General Meeting
and any adjournment{s) thereof by using the procedures described in the
CREST Manual. CREST Personal Members or other CREST sponscred
members, and those CREST members wha have appointed a voting service
provider(s), should refer to their CREST sponsar or voting senvice provider(s),
who will be able to take the appropriate action on their behalf.

In order for a proxy appoiniment or instruction made using the CREST service
to be valid, the appropriate CREST message (& 'CREST Proxy Instruction’)
must be properly authenticated in accordance with CRESTCo's specifications
and must contain the information required for such instructions, as described in
the CREST Manual. The message, regardiess of whether it constiiutes the
appointment of a proxy or to an amendment to the instruction given io a
previously appointed proxy must, in order to be valid, be transmitted so as to
be received by the issuer's agent (ID 7RAQ1) by the latest time(s) for receipt of
proxy appointments specified in the Notice of Meeting. For this purpose, the
time of receipt will be taken 10 be the time (as determined by the timestamp
applied to the message by the CREST Applications Host) from which the
issuer's agent is able 1o retrieve the message by enquiry to CREST in the
marner prescribed by CREST. After this time any change of instructions to
proxies appointed through CREST should be communicated to the appeintee
through other means.

CREST members and, where applicable, their CREST sponsars or veting service
providers should note that CRESTCo does not make available special procedures
in CREST for any particular rmessages. Normal systemn timings and limitations wil
therefore apply in relation to the input of CREST Proxy Instructions. It is the
responsibility of the CREST member concerned to take (or, if the CREST member
is a CREST personal member or spansored member or has appointed a voting
service provider(s), to procure that his CREST sponsor or voting service
provider(s) 1ake(s)) such action as shall be necessary to ensure that a message is
transmitied by means of the CREST system by any particular time. In this
connection, CREST members and, where applicable, their CREST sponsors or
voling sarvice providers are referred, in particular, to those sections of the CREST
Manual concerning practical imitations of the CREST system and timings.

The Company may treat as invalld a CREST Proxy Instruction in the
circumstances set out in regulation 35(5)(a) of the Uncertificated Securities
Regulations 2001.
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Schroders plc

Registered in England
Company No. 3009886

Registered Office

Schroders plc

31 Gresham Strest
London EC2V 7QA

Tel: +44 (0) 20 7658 6000
Fax; +44 [0) 20 7658 6965

Company Secretary

Howard Trust

Schroders plc

31 Gresham Street
London EC2V 7QA

Tel: +44 (0) 20 7658 6000

Fax: +44 (0) 20 7658 6965

Financial Calendar

Ex-dividend date

Record date

Annual General Meeting
Final dividend payment date

24th March 2004
26th March 2004
22nd April 2004
26th April 2004

Registrar

Uloyds TSB Registrars
The Causeway

Worthing

West Sussex BNS9 BDA

UK Helpline: +44 (0) 870 600 3970
Fax: +44 (0) 870 600 3980

Overseas Branch Register

An Overseas Branch Register is operated in Bermuda for the
benefit of shareholders with registered addresses in Benmuda.
Enquiries should be directed to Uoyds TSB Registrars.

Shareview Portfolio Service

The Shareview portfolio service from the Company's Registrar
gives direct access 10 details of your sharerolding, porticlic
valuation and general information for shareholders. Shareholders
must register at www.shareview.co.uk. You will need to enter
the shareholder reference on your share certificate and other
personal details. Having selected your own PIN, a user D wil be
sent o you.

Postal Dealing Service

Cazenove & Co. operates a postal dealing service in the
Company's shares. A form can be accessed from our website at
www.schroders.com. Further information is available from:

Cazenove & Co. Ltd
20 Mocrgate
London EC2R 6DA

Tel: +44 (0) 20 7588 2828
Fax: +44 {0) 20 7155 8000

31

Sharegift

If you only have a small number of shares whose value makes it
difficuit to sell, you may wish to consider donating to charity
through Sharegift, an independent charity share donation scheme.
For further information, please contact either Lioyds TSB
Registrars or Sharegift, telephone +44 (0} 20 7337 0501 or see
the website at www.shareqift.org.

Enquiries

Enquiries and notifications conceming dividends, share certificates
or transfers and address changes should be sent to the Registrar;
other shareholder enquiries should be addressed to the Company
Secretary at the Registered Cffice.

Further information is alsa available from the Company's investor

relations website at hitg://ir.schroders.com.

Capital Gains Tax

Values at 31st March 1982

The market values of the former parent company’s shares at
31st March 1982 (adjusted to take account of the 1286, 1990,
1993, 1995 and 1998 capitalisation issues) were:

Ordinary shares: 23.6509p
Non-veting ordinary shares: 22.7582p

Values related to disposal of investment banking business

Shareholders who received Schroders plc shares and Schroder
Holdings (Jersey) Ltd (SHJ) shares in place of Schroders plc
shares held prior to 18th April 2000 may have a liability to UK
capital gains tax in respect of their disposal of the SH.J shares for
a consideration of £3.00 per share to Salomon Smith Barney.

Sharehelders on the register at 17th April 2000 received an
additional 4.5132p per share in October 2000 under the terms of
the Offer from Salomon Smith Barney dated 27th April 2000, This
should be taken into account for capital gains tax in the same way
as the original consideration of £3.00 per share. The base cost of
the previously held shares should be apportioned betwesn the
SHJ shares and the new Schroders plc shares.

The Inland Revenue has confirmed the methodology to be used
for this apportionment.

The market values for the new Schroders plc shares on their first
day of trading were £8.77 for the ordinary shares and £8.05 for
the non-voting ordinary shares.

The market value of the SHJ shares on that date was £3.00 and
the appoertionment of base cost is based on this value
notwithstanding that the total consideration to be included in
capital gains tax computations will include the additional
consideration of 4,5132p.

For voting ordinary shares the base cost appertionment is:

-£9.77 + 12.77 to the new Schroders plc shares,
—£3.00 + 12.77 to the SHJ shares.
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For non-veting ordinary shares, the base cost apportionment is:

- £8.05 + 11.05 to the new non-voting Schroders plc shares and;
- £3.00 + 11.05 to the SHJ shares.

Whether or not a liability to UK capital gains tax arises on
the disposal of SHJ shares will depend on the individual
circumstances of the shareholder and the form of
consideration received:

- Where cash was received, the shareholder will be treated as
having made a disposal or part disposal of the SHJ shares for
capital gains tax purposes;

Annual Report & Accounts 2003

- To the extent that lpan notes or shares were received, there is
no disposal for capital gains tax and any gain or 10ss which
would have arisen on a disposal will be ‘ralled over' into the loan
notes or shares. These are treated as the same asset as the
relevant holding of SHJ shares for which they were exchanged.
Any subsequent disposal of the loan notes or shares may give
rise to a capital gain or loss depending on individual
circumstances. In calculating the capital gain arising on any such
disposal, the holder’s acquisition costs will be deemed to be the
original acquisition cost to the holder of the relevant holding of
SHJ shares.

Directors’ responsibility statement

The following statement, which should be read in conjunction with
the Report of the independent auditors, is made with a view to
distinguishing for shareholders the respeactive responsibilities of the
Directors and auditors in relation to the financial statements.

The Directors are respansible for preparing the Annual Report and
Accounts. The Directors have responsibility for ensuring that the
Group keeps proper accounting records. They are required by
company law to prepare financial statements which give a true
and fair view of the state of affairs of the Company and of the
Group at the end of the financial year and of the results for the
year. They are also responsible for taking reasonable steps to
safeguard the assets of the Group and to prevent and detect
fraud and other iregularities.

The Directors remain satisfied that the Group has adequate
resources to continue in business and accordingly that financial
statements should be drawn up on a going concern basis.
Further, appropriate accounting policies consistently applied and
supported by reasonable and prudent judgements and estimates
have been used in the preparation of thess financial statements
and applicable accounting standards have been followed. These
policies and standards, for which the Directors accept
responsibility, have been discussed with the auditors.

The Directors, having prepared the financial statements, have
requested the auditors to take whatever steps and to undertake
whatever inspections they consider appropriate for the purpose of
giving their report.

The Management statement on pages 3 to 5 and the Operating
and financial review on pages 6 to 9 contain certain forward-
locking statements with respect to the financial condition, resufts
of, operations and businesses of the Group. These statements
and forecasts involve risk and uncertainty because they relate to
events and depend on circumstances that will oceur in the future.
There are a number of factors that could cause actual results or
developments to differ materially from those expressed or implied
by these forward-locking statements and forecasts. Nothing in this
report should be construed as a profit forecast.
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Report of the independent auditors

Independent Auditors’ report to the members of
Schroders ple

We have audited the financial statements which comprise the
profit and loss account, the balance sheets, the cash flow
staterment, the statement of total recognised gains and fosses and
the related notes which have been prepared under the historical
cost convention (as modified by the revaluation of certain current
assets} and in accordance with the accounting policies set out in
Note 1. We have also audited the disclosures required by Part 3 of
Schedule 7A 1o the Companies Act 1985 contained in the
Remuneration Beport under the headings ‘Directors’ emoluments’,
‘Direciors’ pension entitlements’, ‘Directors’ deferred cash’,
‘Directors’ share interests’ and 'Directors’ rights to shares’ {the
auditable part).

Respective responsibilities of Directors and Auditors

The Birectors’ responsibilities for preparing the Annual Report, the
Remuneration Report and the financial statements in accordance
with applicable United Kingdom law and accounting standards are
set out in the Directors’ responsibility statement.

Qur responsibility is to audit the financial statements and the
auditable part of the Remuneration Repart in accordance with
relevant legal and regulatory requirements and United Kingdom
Auditing Standards issued by the Auditing Practices Board. This
report, including the opinion, has been prepared for and only for
the Company’s members as a body in accordance with Secticn
235 of the Companies Act 1985 and for no other purpose. We do
not, in giving this opinion, accept or assume responsibility for any
other purpose or to any other person to whom this report is
shown or into whose hands it may come save where expressly
agreed by our prior consent in writing.

We report 10 you our cpinion as to whether the financial
statements give a true and fair view and whether the financial
statements and the auditable part of the Remuneration Report
have been properly prepared in accordance with the Companies
Act 1985. We also report to you if, in our opinion, the Birectors’
Report is not consistent with the financial statements, if the
Company has not kept proper accounting records, if we have not
received all the information and explanations we require for our
audit, or if information specified by law regarding Directors’
remuneration and transacticns is not disclosed.

We read the other infarmation contained in the Annual Report and
consider the implications for our report if we become aware of any
apparent misstatements or material inconsistencies with the
financial staterments. The other information comprises only the
Management Statement, the Operating and Financial Review, the
Caorporate Governance Statement, the unaudited part of the
Remuneration Report and the Directars’ Report.

We review whether the comorate governance statement reflects
the company's compliance with the seven provisions of the
Combined Code (issued in June 1998} specified for cur review by
the Listing Rules of the Financial Services Authority and we report
if it does not, We are not required to consider whether the board's
staterments on internal control cover &l risks and controls, or to
form an opinion on the effectiveness of the company’s corporate
governance procedures or its risk and control procedures.

Basis of audit opinion

We conducted our audit in accordance with auditing standards
issued by the Auditing Practices Board. An audit includes
examination, on a test basis, of evidence relevant to the amounts
and disclosures in the financial statements and the auditable part
of the Remuneration Report. It also includes an assessment of the
significant estimates and judgements made by the Directors in the
preparation of the financial statements, and of whether the
accounting policies are appropriate to the Company's
circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the
infarmation and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable
assurance that the financial statements and the auditable part of
the Remuneration Report are free from material misstatement,
whether caused by fraud or other irregularity or errcr. In forming
our opinion we also evaluated the overall adequacy of the
presentation of information in the financial staternents and the
auditable part of the Remuneration Report.

Opinion

In our opinion:

— the financial statements give a true and fair view of the state
of affairs of the Company and the Group at 31st Cecember
2003 and of the profit and cash flows of the Group for the
year then ended;

— the financial statements have been property prepared in
accordance with the Companies Act 1985; and

—those parts of the Remuneration Report required by Part 3 of
hedule 7A to the Companies Act 1985 have been properly
epared in acgordapce with theAompanies Act 1985,

PﬁcewaterhouseCoopers LLP
Chartered Accountants and Registerad
Auditors Londen

11th March 2004
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Consolidated Profit and LOSS ACCOUNT e e moosoiet vacsrter s

2003 2002
Continuing Discontinued Continuing Discontinued
operations  operaticns Total operations  operations Total
Notes £mn Emn £mn £mn £mn £rmn
Net revenues 2,3 427.5 041 427.6 471.2 1.4 4726
Gains/(losses) on current asset Investments 171 - 171 5.1) - 8.1
Admiristrative expenses 4 {387.2) {0.4) {387.6) (421.2) 6.2) (427.4)
Depreciation 11 8.2) 0.1) 8.3) (30.5) (1.8) (32.1)
Amortisaticn of goodwill 10 (10.3) - {10.3) (10.6) - {10.6)
Group operating profit/(loss) 389 0.4 385 3.8 6.4 2.6}
Share of operating profit of asseciated undertakings 12 2.5 - 2.5 7.7 - 7.7
Total operating profit/{loss) 41.4 0.4 41.0 11.5 6.4) 5.1
Provision for loss on sale of subsidiary undertakings - - - - (6.3) (6.3
Profit on disposal of subsidiary undertakings 32 - 24 24 0.8 - 09
Interest receivable and similar income 247 0.1 248 220 0.8 228
Amounts written off fixed asset investments 12 {1.9 - (1.9) (3.3) - 3.3)
Interest payable and similar charges 3 {0.7) - 0.7) {0.3) - 0.3)
Profit/(foss) on ordinary activities before tax 2,3 83.5 2.1 65.6 30.8 {11.9) 189
Tax (charge)/credit on profit/loss) on ordinary activities 7 (16.4) 7.7
Profit on ordinary activities after tax 49.2 26.6
Mingrity interests - 0.5)
Profit attributable to shareholders 49.2 28.1
Dividends 8 (53.7) (53.3)
Loss retained by the Group for the financial year 24 4.5) (27.2)
Basic eamings per share 9 16.7p 8.8p
Diluted sarmings per share g 16.6p 8.8p
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Statement of Total Consolidated Recognised Gains and
I—OSSGS for the year ended 31st December 2003

2003 2002

£mn £mn

Profit for the financial year 49.2 26.1
Exchange translation adjustments to foreign currency net investments 7.6) (14.0)
Total recognised gains and losses 416 121

Note of Historical Cost Profits and LOSSES ey s osssoser 200

2003 2002

. £mn £mn
Reported profit on ordinary activities before tax 65.6 18.9
Unrealised (gains)/lcsses on current asset investments {12.0) 30
Historical cost profit on ordinary activities before tax 53.6 219
Historical cost loss for the year retained, after tax, minority interest and dividends (16.5) (24.2)

Recondiliation of Movements in Consolidated Shareholders’
FundS for the year ended 31st December 2003

2003 2002

£mn £mn

Profit for the financial year 49.2 26.1
Dividends (53.7) {53.3)
4.5 . (27.2

New share capital subscribed 48 30
Reduction in shares to be issued (5.0) (3.0
Canceliation of non-voting ordinary shares - (19.4]
Exchange transtation adjustments {7.6) {14.0)
Net decrease in shareholders' funds - (12.3) {60.6)
Equity shareholders’ funds brought forward 1,051.9 1,112.5

Equity shareholders’ funds carried forward 1,039.6 1,051.8
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2003 2002
Notes Emn ' £mn £mn £mn

Fixed assets
Intangible assets — goodwill 10 24.5 35.0
Tangible assets 11 10.1 178
Investrents 12 116.6 100.5

151.2 153.3
Insurance assets attributable to unit linked policyholders 13 - 21346

151.2 2,287.9
Current assets
Cebtors due after more than one year 14 266.2 262.1
Debtors due within one year 14 480.9 409.0
investments ' 17 1,245.0 889.6
Own shares 28 104 7.5
Cash and balances with banks 462.9 736.4

2,484.4 2,304.6

Creditors
Amounts falling due within one year 18 (1,350.6) (1,098.5)
Net current assets 1,133.8 1,206.1
Total assets less current liabilities 1,285.0 3,494.0
Creditors
Amounts falling due after more than one year 18 213.0) (256.6)
Insurance liabilities attributable to unit linked policyholders - (2,134.8)
Provisions for liabilities and charges 21 {324 0.9
Net assets 1,039.8 1,051.9
Capital and reserves
Called up share capital 23 298.3 205.7
Share premium account 24 22.0 17.8
Shares to be issued 4.9 9.9
Capital reservas 24 1308 129.4
Profii and loss account 24 585.8 589.1
Equity shareholders’ funds 2 1,039.6 1,051.9

Approved by the Board of Directors on 11th March 2004.

} Oirectors
NEWENA

.

Jonathan Asquith
Bruno Schroder

4 ’3,‘

—
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Consolidated Cash Flow Staterment w e s sesmse s
2003 2002
Notes Emn £mn
Net cash inflow from operating activities 25 120.9 78.7
Dividends/distributions received from associates - 0.5
Returns on investments and servicing of finance
Interest received 26.2 211
Interest paid (0.7) 0.3)
Net cash inflow from returns on investmanis and servicing of finance 255 208
Taxation
United Kingdom corparation tax recovered 0.2 8.6
Overseas tax paid {8.4) {13.0)
Total tax paid {2.2) (4.6)
Capital expenditure and financial investments
Tangivle fixed assels - purchases (1.6) @11
~ disposals 086 104.3
Fixed asset investrments - purchases (63.5) (52.9)
- disposals 49.6 535
Net cash (outflow)/inflow from capital expenditure and financial investments {14.9) 138
Acquisitions and disposals
Associated undertakings - acquisitions 4.2) (1.3)
- disposals 04 -
Subsidiaries - acquisitions - {0.5)
- cash disposed {21.8) 2.1)
- disposals 27.0 33
Net cash inflow/{outflow) from acquisitions and disposals 1.4 {0.6)
Dividends paid {(53.4) (53.5)
Net cash inflow before use of liquid resources and financing 79.3 551
Management of liquid resources
Net cash outflow from management of liquid resources 25 {159.6) 97.7)
Financing
Purchase of non-voting ordinary shares for cancellation - (19.4)
Decrease in cash 25 {80.3) (62.0}
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2003 2002
Notes £mn £mn £mn £mn
Fixed assets
Investrments
Shares in subsidiary undertakings 27 1,228.0 1,228.0
Loans to subsidiary undertakings 27 32.4 42.0
1,260.4 1,270.0
Current assets
Own shares 28 10.1 7.3
Other debtors 9.5 12.4
19.6 19.7
Cash and balances with banks
Deposits with banks G.1 0.1
Deposits with subsidiary undertakings 0.4 3.4
201 23.2
Creditors
Amounts falling due within cne year 29 {655.9) (605.7)
Net current liabilities {635.8) {582 .5)
Total assets less current liabilities 624.6 887.5
Creditors
Amounts faling due alter more than one year 29 0.9 -
Net assets 6237 687.5
Capital and reserves
Called up share capita! 23 296.3 295.7
Share premium account 24 22.0 17.8
Capital reserve 24 3.7 3.7
Shares to be issued 4.9 9.9
Profit and loss account 24 206.8 360.4
Equity sharehclders' funds 6237 687.5

Approved by the Board of Directors on 11th March 2004.

Jonathan Asquith Directors
Bruno Schroder

—

Pros KA. Sc)(z\nzchﬂ/‘r
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Presentation of the financial statements

Financial information for the year ended 31st December 2003 is
presented in accordance with Format 1 of Schedule 4 to the
Companies Act 1985 (‘the Act’), adapted to include additional line
iterns disclosing gains/{losses) on cument asset investments,

The presentation of the consolidated balance sheet has been
amended to show ‘Own shares’ and accordingly a separate
accounting policy note is presented in this regard (see Note 1(1)
below). In previous years, the Group has included holdings of its
own shares within ‘Investments’ in ‘Current assets’. In order to
provide greater clarity as to the extent of such holdings, they
are now shown separately on the face of the consolidated
balance sheet.

1. Principal accounting policies

(a) Basis of preparation:

The consolidated accounts have been prepared in accordance
with applicable accounting standards and, except for the
treatrnent of taking to the profit and loss account profits and
losses arising on the valuation of current asset investments, in
accordance with the requirements of the Act. An explanation of
this departure from the requirements of the Act is given in Notas
1(k)(i) and 17.

The balance sheet of the Company complies with section 226
of, and Schedule 4 to, the Act. The Company takes advantage
of the exemption in section 230 not to present its own profit and
loss account.

{b) Changes in accounting policy:
There have been no changes to accounting policy during the year.

(¢} Basis of consolidation:

The accounts of subsidiary and associated undertakings are
coterminous with those of the Company apart from those of
certain undertakings which have accounting reference dates
other than 31st December for commercial reasons.
Management accounts made up to 31st December are used
for such undertakings.

In order to reflect the different nature of the shareholders’ and
unit linked policyholders’ interests in the insurance business,
the assets and liabilities attributable to unit linked policyholders
are classified under separate headings in the consclidated
balance sheet.

The accounts of certain subsidiary and associated undertakings
incorporated outside the United Kingdom are drawn up initially 1o
conform with local regulations and adjusted subsequently on
consolidation to conform with United Kingdom company law and
accounting standards.

The accounts incorporate the Group’s share of the results of
associated undertakings.

The results of subsidiary and associated undertakings acquired
or sold are included from the date of acquisition or to the date of
sale respectively.

39

The Group manages, as general partner, a number of limited
partnership funds. In these situations the Group's investiment,

as the generat partner, in the limited partnership fund is nominal

in amount. The general partner’s interasts are accounted for in
accordance with the policy on fixed asset investments {see Note
1{K)(1} and are included within the total of ‘Fixed asset investments'
shown in the balance sheet. The limited partnership funds are not
consolidated because there are severe long-term restrictions on
the rights of the general partner.

{d} Fees and commissions:
‘Net revenues’ include gross fees receivable less commissions and
distribution fees payable to third parties.

Asset management fees are credited on an accruals basis and
commissions are credited as earned. Such income is included in
‘Net revenues’ in the profit and loss account.

(e) Net interest income:

Net interest income from Private Banking subsidiaries comprises
interest receivable on debt securities and other fixed income
securities, loans, advances and deposits placed, guarantee and
commitment commissions, less interest payable cn deposits taken
and debt securities in issue, and is accounted for on an accruals
basis. Such income is recorded in the profit and loss account
within 'Net revenues’. Interest of doubtful collectability is exciuded
from the profit and loss account.

(f} Leasing:

(it As lessor. Rental income from operating leases is recognised
on a straight line basis. Income from finance leases after initial
direct costs is recognised in propertion to the funds invested
in leased assets. Such income is included in ‘Net revenues’ in
the profit and loss account. Incentives given to enter into
leases are amortised over the primary period of the lease.

(i) As lessee. Rental costs under cperating leases are charged to
the profit and loss account in equal amounts over the periods
of the leases. Incentives received 10 enter into leases of
premises are amortised over the primary pericd of the leass.

{g) Dividends from investments and capital distributions
from venture capital and buy-out funds:

Dividends from investments are credited to income when the right
to receive payment is established; capital distributions, including
carried interests, from venture capital and buy-out funds are
credited against the cost of the relevant investment when received
and any excess over cost is included in ‘Net revenues'.

(h) Foreign currency transactions:

The resufts of subsidiary and associated undertakings drawn up in
currencies other than sterling are translated at average rates of
axchange ruling during the year. The assets and ligbilities of these
entities are translated at the rate of exchange ruling at the balance
sheet date. Exchange differences arising on the transtation of the
results of these entities from the average rate used in the
consolidated profit and loss account to the closing rate used in
the consolidated balance sheeat are taken through raserves.

In addition, exchange differences arising on the translation of the
capital and reserves of these undertakings at the beginning of the
year are also taken directly to reserves, against which are offset
exchange translation differences arising on currency loans
financing investment in subsidiary and associated undertakings.
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The results of non-sterling branches are translated using the
closing cr temporal rate methods, as applicable.

Foreign currency assets and liabilities are translated at the rates
of exchange ruling at the balance sheet date and any exchange
differences arising are taken to the profit and loss account.

(i} Provisions for bad and doubtful debts:

Specific provisions for bad and doubtful debts are made against
loans and advances made by Private Barking subsidiaries and
leasing receivables to reflact an assessment of likely losses and
are deducted from the relevant assets. Such provisions are
recorded within ‘Administrative expenses’ in the profit and

loss account.

(i} Provision for surplus property:

Provision is made on a discounted basis for the future rent
expenses and related costs of leasehold property (net of estimated
rental income) where the space is surplus to the future
requirements of the Group.

{(k} Investments:
Investments are accounted for according to the purpose for which
they are held:

) Fixed assat investments. Investments that are held for
continuing use in the business are classified as fixed asset
investments and recorded in the balance sheet at cost less
provision for impairment and, in the case of venture capital
and buy-out funds, less capital distributions. impairments in
value are taken to the profit and loss account and recorded
within ‘Amounts written off fixed asset investments'.

(i} Current asset investments. Investments held other than for
continuing use in the business are recorded in the balance
sheet at fair value. Gains and losses on such investments
are recorded in the profit and loss account in the period in
which they arise within 'Gains/{losses) on current asset
investments'. The particulars of this departure from the
Act and its financial effect are given in Note 17.

(i} Seed capital investments. From time to time, Group
companies inject capital into funds operated by the Group at
their inception. Such ‘seed capital' investments are accounted
for in accordance with the Group's policy on current asset
investments (see 1{k){i}) and are inciuded within the total of
current asset investments shown in the balance sheet. Gains
and losses arising on such investments are recorded in the
profit and loss account in the period in which they arise within
'Gains/{losses} on current asset investments’.

() Own shares:

Employee trusts have been established for the purposes of
satisfying certain equity based awards. The holdings of these
trusts include shares ("Own shares’) that have not been allocated
to employees of the Group, and where the risk of price fluctuation
lies with the Group.

‘Own shares’ are held for the short term to meet future award
requirements and are recorded at the lower of cost and market
value in the balance sheet.

Revaluations of such heldings are taken to the profit and loss
account and recorded within ‘Gains/{losses) on current
asset investments’,
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{m) Derivative contracts:

Dernivative contracts held for customer facilitation are included at
fair value at the balance sheet date and movements in fair value
are taken to the profit and loss account and are included within
‘Net revenues’. Fair values reprasent the amount at which a
derivative could be exchanged in a transaction at the balance
sheet date between willing parties. Derivative contracts held for
internal hedging purposes are valued on a basis consistent with
the underlying transaction.

(n) Goodwill:

Goodwill arising on the acquisition of subsidiary and associated
undertakings represents the excess of the purchase price over the
fair value of the net assets acquired. Goodwill is included in the
balance sheet as an intangible asset and amortised on a straight
line basis over the period of its estimated useful life not exceeding
20 years.

Goodwill is subject to impaiment reviews at the end of the first full
financial year following acguisition and at the end of any pericd
when events or changes of circumstances indicate that the
carrying value may not be recoverable. Impainment losses are
taken to the profit and loss account and are included within
‘Amortisation of goodwill',

{o) Tangible fixed assets:

The Group’s assets include leasshold improvernents, office
equipment, computers and cars which are depreciated over their
useful lives on a siraight line basis at rates varying between 20%
and 33% per annum. Refundable lease deposits are stated at
cost. The Group does not revalue its tangible fixed assets.
Depreciation on assets purchased for operating leases is calculated
using the straight line method so as to write off cost, less
estimated residual value, of each asset over the life of the lease.

(p) Deferred tax:

Deferred tax is accounted for on an undiscounted basis at
expected tax rates on all differences arising from the inclusion of
iterns of income and expenditure in tax computations in periods
different from those in which they are included in the financial
statements. A defemed tax asset is only recognised when it is
more likely than not that the asset will be recoverable in the
foreseeable future aut of suitable taxable profits from which the
underying timing differences can be deducted.

(g} Long-term life business:

Premium income is accounted for when the policy fiabilities are
created. Assets attributable to unit linked policyholders are valued
at market value.

Expenses incurred in the operation and establishment of the life
business are deducted in amiving at operating profit/{loss). Costs
of acquiring new business are deferred to the extent that they are
recoverable out of future income and amortised as appropriate.
Insurance liabilities to unit linked policyhciders represent the value
of in force units at the balance sheet date.

The Group sold its long-term life business, which consisted of its
two defined contributions pension administration businesses, early
in 2003 {see Note 32).
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(ry Pension costs:

For defined contribution schemes, pension contributions payable
in respect of the accounting period are charged to the profit and
loss account. For defined benefit schemes, pension contributions
are charged systematically to the profit and loss account over the
expected service lives of employees. Variations from the regufar
cost are allocated to the profit and loss account over the average
remaining service lives of employees.

(s) Discontinued operations:

The Group sold its two defined contribution pensions
administration businesses early in 2003 (see Note 32) and
withdrew from the provision of such services. Discontinued
operations comprise the operating results for these entities for
2002 and 2003, together with profit arising on their disposal in
2003 and provisions for losses on their sale in 2002.

41

{t} Associated undertakings:

Associated undertakings comprise those undertakings, not being
subsidiary undertakings, which carry on related activities, whosea
directors include representatives of the Group and where the
Group has a significant interest in the equity capital.

In the Group financial statements, investments in associates are
accounted for using the equity method. The consclidated profit
and foss account includes the Group's share of associates” profits
less losses within *Share of cperating profit of associated
undertakings'. Tax arising on such profits is included within “Tax
(charge)/credit on prafit/loss) on ordinary activities’. The Group’s
share of the net assets of the associates is included under *Fixed
assets’ within ‘Investments’ in the consolidated balance sheet.
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2{a) Net revenues
Net revenues are stated after deducting commissions and distribution fees payable 1o third parties of £44.9 million (£57.6 million).

2(b) Segmental reporting

(i} By class of business:

The Group has three continuing classes of business: asset management, private equity and Group net income/(costs). Asset
management principally comprises investrment management and private banking, including advisory services, property and other
alternative assets; private equity comprises private equity, venture capital and buy-out funds; Group net income/{Gosts) represents the
return on the investment of the Group’s liquid capital, Group central costs and provisions, and big ticket leasing.

Asseat Asset
managéeément management Total Group Total Total

continuing discontinued asset Private net income continuing discontinued

operations operations management equity Heosts) Total operations  operations
2003 £mn £mn £mn £mn £fmn £mn £mn £mn
Net revenues a17.7 Q.1 417.8 6.4 34 427.5 427.5 041
Gains on curent asset investments 5.2 - 5.2 109 1.0 171 174 -
Administrative expenses (360.2) (0.4} (360.6) (2.2 (24.8) (387.6) (387.2) 0.4
Depreciation 8.0 (0.1} 8.1) - 0.2) 8.3) 8.2) 0.1
Amortisation of goodwill {10.3) - (10.3) - - (10.3) (10.3) -
Group operating profit/{loss) 44.4 0.4 44.0 151 (20.6) ass 389 {0.4)
Share of operating profit of '
associated undertakings 0.2 - 0.2 2.3 - 2.5 2.5 -
Total operating profit/{loss) 446 (0.4) 442 17.4 (20.6) 41.0 414 .4
Profit on disposal of subsidiary
undertakings - 2.4 24 - - 24 - 24
Interest receivable and similar income 6.4 0.1 6.5 12 172 24.8 247 0.1
Amounts written off fixed asset
investments 0.1 - 0.1 1.8} - 1.9 (1.9 -
Interest payable and similar charges 0.4 = 0.4) - 0.3) 0.7 0.7) -
Profit/(loss) on ordinary activities
before tax 50.5 21 52.6 16.8 (3.8) 65.6 83.5 2.1

Shareholders’ funds 440.2 - 440.2 118.6 480.8 1,039.6 1,039.6 -
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2({b) Segmental reporting {continued)
(i} By class of business (continued):
Asset Asset
management management Total Group Total Total

continuing discontinued asset Private netincome continuing discontinued

operations  operations management equity f{costs) Tetal operations operations
2002 £mn £mn £mn £mn £mn fmn £mn £mn
Net revenues 439.0 1.4 440.4 57 26.5 4726 471.2 14
{Losses)/gains on current asset investments 1.7 - (1.7 25 5.9 {5.1) 5.1) -
Administrative expenses 1395.1) 6.2 (401.3) (1.0) (25.1) (427 .4) {421.2) 6.2
Depreciation (12.7) {1.8) (14.3) - (17.8) (32.1) (30.5) {16}
Amortisation of goodwil {10.6) - {10.6} - -~ {(10.6) {10.6) -
Group operating profit/{loss) 18.9 6.4) 12.56 7.2 22.3) (2.6) cX:) 6.4
Share of operating profit of associated
undertakings - - - 7.7 - 7.7 77 -
Total operating profit/(loss} 18.9 6.4) 125 149 (22.3) 5.1 1.5 6.4)
Provision for loss on disposal of
subsidiary undertakings - €3 6.3) - - 6.3 - 6.3
Profit on disposal of subsidiary
undertakings 0g - [exe] - - 09 0.9
Interest receivable and simitar income 71 - 74 1.3 14.4* 228 22.0 0.8
Arnounts written off fixed asset
investments - - - (3.3 - 33 3.3 -
interest payable and similar charges [(eR)] - {0.1) - 0.2) 0.3 0.3) -
Profit/loss) on ordinary activities
before tax 26.8 (12.7) 14.1 12.9 8.1) 189 30.8 (11.9)
Shareholders' funds 440.6 242 464.8 1241 463.0 1,051.9 1,027.7 242

*Containg £0.8 million income relating to discontinued operaticns.
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2{b) Segmental reporting {continued)}
(i) By geographic area;
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The geographic analysis is based on the location of the entity or branch at which ransactions are recorded.

United Cantinental
Kingdom* Europe Americas Asia Pacific Total

2003 2002 2003 2002 2003 2002 2003 2002 2003 2002

£mn £mn £mn £mn £mn £mn £mn £mn £mn £mn
Net revenues 2233 2751 85.2 73.2 40.8 60.3 78.5 64.0 4276 4726
Gains/(losses) on current asset investments 12.5 1.1 {0.8) 09 53 8.2 0.1 .1 1741 (5.1
Administrative expenses (239.4) (247.0) 52.7 {54.6} 42.0) 60.2) (53.5) 65.6) (387.6) (427.4)
Depreciation (5.3) 28.7) {1.4) (1.4) (0.5) (0.8) (1.1) (1.2) 8.3 {32.1)
Amortisation of goadwii (7.6) (7.6) - - - - 27 {3.00 (10.3)  {10.6)
Group oparating profit/{joss) (16.5) (7.1} 303 16.3 34 {5.9) 213 5.9 385 2.6)
Share of operating profit of associated undertakings 0.2 - 23 7.7 - - - - 25 7.7
Total operating profit/{loss) {16.3) 7.1) 326 24,0 3.4 5.9) 21.3 5.9) 41.0 5.1
Provision for loss on disposal of subsidiary
underiakings - 6.3) - - - - - - - 6.3)
Profit on disposal of subsidiary underiakings 2.4 - - - - 0.8 - 01 2.4 09
Interest receivable and similar income 20.4 174 28 31 08 17 0.8 09 24.8 228
Amounts written off fixed asset investments {.1) - - - {0.6) {2.0) 1.2 (1.3) {1.9) 3.3
Interest payable and similar charges 0.6) 0.3) - - {0.1) - - - ¢.7 ©.3)
Profit/(loss} on ordinary activities before tax 58 34 35.4 271 3.5 5.4 20.9 6.2) 65.6 18.9
Sharsholders' funds 5135 582.2 182.7 184.5 267.4 266.1 78.0 49.1 1,039.6 1,051.9

“Included within the United Kingdom are discontinued operations which relate solely to Schroder Hermes Limited and Schrader Pensions Limited which were sold
on 24th January 2003 and 6th February 2003 respectively (see Note 32).
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3. Profit/loss) on ordinary activities before tax is stated after:
2003 2002
£mn £mn
Crediting:
Operating lease rentals - 19.3
Aggregate amounts receivable under finance leases 11.8 145
Gain on sale of tangble fixed assets 0.1 -
Charging:
Loss on sale of tangible fixed assets - 19
Provision against surplus leasehold office space (see Note 21) 22 3.7
Interest payable and similar charges on overdrafts and bank leans o7 0.3
Operating lease rentals 239 249
Audit and non-audit fees 27 28
Audit and non-audit fees comprised:
2003 2002
UK Overseas Total UK Overseas Total
£mn £mn £mn £mn £mn £mn
Audit services 06 0.6 12 08 ) 05 11
Further assurance sefvices 0.2 0.1 03 0.1 0.1 02
Tax services - 0.2 c.2 - 07 07
Other services 0.9 0.1 1.0 08 - 0.8
‘ 1.7 1.0 27 15 1.3 28
4. Administrative expenses
2003 2002
Continuing Discontinued Continuing Discontinued
operations  operations Total operations  operations Total
£mn £mn £mn £mn £mn £mn
Staff cosis
Salaries and other remuneration 200.6 0.2 200.8 218.7 29 219.6
Social security costs i2.8 - 12.8 14.5 02 14.7
Cther pension costs {see Note 5) 174 - 171 6.4 0.1 6.5
230.5 0.2 230.7 237.6 32 240.8
{ther administrative expenses 156.7 0.2 156.9 1836 3.0 186.8
387.2 0.4 3876 421.2 6.2 427 .4
The average number of employees employed by the Company and its subsidiary undertakings during the year was:
Average
2003 2002
Number Nurnber
Full-ime employees 2,080 2,360
Contract and temporary staff 217 281
2,307 2,641
They were employed as foliows:
Continuing cperations 2,304 2,576
Discontinued operations 3 [55]

2,307 2,641
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5. Pension costs

The charge for other pension costs comprised:

2003 2002

£mn £mn

Defined benefit schemes 12.0 09
Defined contribution schemes 50 58
Seff-funding schemes 0.1 Q.1
171 B.5

The principal scheme in the UK is the Schroders Retirement Benefits Scheme {the 'UK Scheme’} which is non-contributory and primarily
defined benefit. It has 612 active members in the final salary section and 359 members in the defined contribution section at

31st December 2003 (725 and 334 respectively at 31st December 2002). The most recent triennial valuation of the UK Scheme was
carmed out as at 1st January 2003 and disclosed that the market value of the assets of the UK Scheme represented 88% of the liability
for the benefits that had accrued to members at that date allowing for future increases in earmnings and pensions. As a result of
discussions between the Trustees and Company following the valuation, the Company agreed 10 increase its contributions to 30.8% of
capped salaries 1o caver the accrual of ongeing benefits. In addition, the Company agreed to make additional contributions of
£375,000 per month from January 2003 until June 2015 to extinguish the past service deficit in the UK Scheme. These contributions
will be reviewed at the next formal valuation of the UK Scheme which is due as at 1st January 2006.

The pension cost under SSAP 24 for the final salary section of the UK Scheme has been determined by independent qualified actuaries,
Hewittt Bacon & Woodrow, and is based ¢n a valuation of the UK Scheme as at 1st January 2003. This valuation was carried out using
the projected unit method. The principal financial assumptions used to calculate the pension cost were that inflation would average
2.3% per annum and that pension increases and pay increases would average 0.2% per annum and 1.5% per annum above inflation.
A discount rate of 5.5% before retirement and 4.75% after retirement was used. Assets were taken at market value together with an
adjustment that phased in over three years the UK Scheme’s assets’ underperformance versus a notional portfolio constructed to
match the liabilities of the UK Scheme.

This SSAP 24 valuation showed that the market value of the assets of the final salary section was £302 million, After allowing for the
underperformance adjustment, the assets represented 106% of the liabilities. The amount charged to the profit and loss account in
respect of regular costs of the UK Scheme was £13.1 million {£11.7 million) less the variation of £1.1 million (£10.8 milion) for the
amortisation of the sumplus over the average remaining senvice lives of the active employees, using the percentage of payroll method.
The net pension cost charged was £11.4 million (£0.5 milion} which incorporated a small reduction of £0.6 million (£0.4 million) in
respect of the balance sheet prepayment at the start of the year, The main reason for the significant increase in the net pension cost for
2003 over that charged for 2002, was the worldwide fall in equity values which reduced the SSAP 24 surplus in the UK Scheme with a
cerresponding decrease in the varation credit.

Qver the year, the contributions to the final salary section of the UK Scheme totalled £15.8 million (£4.6 million). The balance sheet
prepayment at 31st December 2003 was £15.6 milfion (£171.2 milion).

The Group cperates a number of smaller non-material pension schemes around the world, some of which are funded defined benefits
schemes with valuations performed regularly by qualified actuaries, the actuarial assumptions varying according to the economic
conditions of the countries in which the funds are situated. In addition, there are several defined contribution schemes.

The additional disclosures required by Financial Reporting Standard 17 (‘FRS 17} are set out below. Figures are shown for the
UK Scheme.

FRS 17 Retirement Benefits

The date of the most recent actuarial valuation of the UK Schame is 1st January 2003. Qualified independent actuaries, Hewitt Bacon
& Woodrow, have updated these valuations to 1st January 2004.

The major assumptions used to calculate the FRS 17 figures for the UK Scheme are set out below:

2003 2002 2001

% p.a. % p.a. % p.a.

Rate of general long-term increase in salaries 4.3 38 40
Rate of increase to pensions in payrment 27 24 2.5
Discount rate applied to scheme liakilities 5.4 5.8 58
Inflation assumption 2.8 23 25
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5. Pension costs [continued)
The expected rate of return and market values of the assets of the UK Scheme at 31st December 2003 were as follows:
2003 2002 2001
Expected long Expected long Expacted long
term rate of term rate of term rate of
return Market value return Market value return Market value
% fmn % £mn % £mn
Market value of assets
Equities 8.3 299.6 8.0 227.0 84 279.0
Bonds 4.9 485 4.6 51.0 50 52.0
Other 4.8 56 4.5 240 4.9 320
Total 353.7 302.0 363.0
Present value of scheme liabilties (382.4) 317.6) {298.0)
(Deficit)i/surplus in the scheme (28.7} (15.6; 65.0
Deferred tax 8.6 4.7 {19.5)
Net pension {liability)/asset {20.1} (10.9) 455
The amount that would be charged to the profit and loss account over the year under FRS 17 is set out below:
2003 2002
£mn £rmn
Current senvice cost 118 136
Expected return on scheme assets 21.2) (27.4)
Interesi on scheme liabilities 17.2 17.0
Total charge 7.6 32
Past service costs for the year would have been £nil (€nil).
The change in the (deficit)/surplus in the UK Scheme over the vear is analysed below:
2003 2002
£mn £mn
({Ceficitysurpius in scheme at beginning of year (15.6) 85.0
Current service cost - (11.6) (13.6)
Expacted return on scheme assets 21.2 27.4
Interest on scheme liabilities (17.2) {17.0)
Contributions 156.8 48
. Actuarial loss 21.3) (82.0)
Deficit in scheme at end of year (28.7) (15.6)

The amounts under FRS 17 that would be recognised in the Statement of Total Consolidated Recognised Gains and Losses (STRGL)

for the year are set out below:

2003 2002

£mn % £mn %
Actual return less expected return on scheme assets (% of vear end markeat value of assets) 25.7 7.3 83.2) (27.5)
Experience gains and losses arising on scheme liabilities {% of year end present value of
scheme liabilies) ' 74 1.9 10.7 3.4
Changes in assumptions underlying the prasent value of the scheme liabilities (% of year end
prasent value of scheme liabilities) {54.4) {14.2) {9.5) {3.0)
Actuarial 10ss recognised in STRGL (% of year end present value of scheme liabilities) (1.3} (5.6) (82.0) (25.8)
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5. Pension costs (continued)

The effects of the FRS 17 pension liability on the net assets and reserves of the Group are set out below: I
2003 2002
£mn £mn

Not assets

Net assets 1,039.6 1,051.9

FRS 17 pension liability - (20.1) {10.8)

SSAP 24 pension prepayment (15.8) (11.2)

Defarred tax on SSAP 24 pension prepayment 4.7 1.7

Net assets including FRS 17 pension liability 1.0086 1,031.5
2003 2002
£mn £mn

Reserves

Profit and less account 585.6 599.1

FRS 17 pension liability (20.1) (10.9)

SSAP 24 pension prepayment (15.6) (11.2)

Deferred tax on SSAP 24 pension prepayment 47 1.7

Profit and loss account including FRS 17 pension liability 554.6 578.7

6. Directors

(a) Total emoluments

The aggregate emoluments of the Directors amounted to £6.3 million (£5.7 million). The aggregate of employer contributions to defined
contribution arrangements in respect of the Directors during the year was £0.1 million (£0.9 million}. Retirernent benefits are accruing to
4 (5) Directors under defined contribution arrangements and to 5 (8} Directors under the defined benefit section of the UK Scheme.
The aggregate amount paid to Directors under the deferred cash arrangerment during the year was £0.4 milion (£0.2 milion).

The emoluments of the highest paid Director during the year amounted to £2.0 million {£2.0 milion). The gain on the exercise of market
value share options during 2003 amounted to £0.7 million (£nif), The aggregate gain on nil cost options exercised during 2003
amounted to £0.6 milllion (£0.7 million). There are no severance payments included in the emoluments for 2003 (£0.1 million 1o one
Director). Further details relating to emoluments paid to Directars are given in the Remuneration Report on pages 14 to 22.

(b} Rights to shares
Details of Directors’ rights to shares are provided in the Remuneration Report on page 21.

(c) Directors’ loans

Under the Companigs Act 1985, Schroder & Co. Limited is permitted as a banking company to make loans to Directors of the
Comypany. There were no loans outstanding at 31st December 2003 or at 31st December 2002 to Directors which need to be disclosed
pursuant to the Act. Financial Reporting Standard 8 recognises that banks are obliged to observe a strict duty of confidentiality in
respect of their customers” affairs and accordingly ne information is provided regarding deposits placed by or loans to and guarantees
on behalf of the Group's Directors except as required by law.
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7. Tax on profit/{loss) on ordinary activities
(a) Analysis of charge/{credit} in the year
2003 2002
£mn £mn
Current tax;
LK corporation tax on profits of the year 6.5 4.7
Double tax relief 6.5) 4.5}
- 0.1
Adjustments in respect of prior years 0.8 8.5
06 6.6
Foreign tax - current 14.8 6.4
Foreign tax - adjustments in respect of prior years 0.1 6.7
Total current tax 153 19.7
Deferred tax - origination and reversal of timing differences (see Nate 21(bl 1.1 27.4)
Tax charge/(credit} on profit/(loss) on ordinary activities 16.4 7.0
(b)Factors affecting tax charge for the year
The current tax for the year is lower than the standard rate of corporation tax in the UK of 30% (30%). The differences are
explained below:
2003 2002
£mn £mn
Profit on ordinary activities before tax 65.6 189
Profit on ordinary activities before tax multiclied by corporation tax at the UK standard rate of 30% (30%) 19.7 57
Effects of:
Expenses not deductible for tax (including goodwill amortisation and iosses not recognised for deferred tax) 11.0 37
Impact of profitsflosses arising In jurisdictions with higher tax rates 2.2 08
impact of profits/losses arising in jurisdictions with lower tax rates (16.9) (7.3)
Movement in tax losses 1.4 0.4
Timing differences - fixed assets 4.5 9
Other timing differences 1.5 2.2
UK tax - pricr year adjustments 0.6 6.5
Foreign tax - prior year adjustments 0.1 8.7
UK tax on US profits 0.5 21
Current tax charged for the year (see (8) above) 15.3 19.7

Tex on exceptional items amaunted to £nil (£0.8 million credit).

(¢} Factors that may affect future tax charges

Deferred tax has been recognised on losses and timing differences as the expectation is that these will be utilised against the profits of

later years.
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8. Dividends
2003 2002
£Emn £mn
Interim dividend - 5.5p (5.5p) per share 18.1 16.0
Final dividend proposed - 13.0p (13.0p) per share 376 37.3
53.7 533

Dividends of £1.3 milicn (£1.5 million) on shares held by the employee trusts have been waived (see Note 28).

9. Earnings per share

Basic earnings per éhare is calculated by dividing the profit for the financial year of £49.2 million (£26.1 million) by the weighted average
number of ordinary shares (voting and non-voting} in issue during the year, less own shares not vesting unconditionally in employees.

Diluted earnings per share is calculated as for basic earnings per share with a further adjustment to the weighted average number of
ordinary shares 1o reflect the effects of all dilutive potential ordinary shares.

Reconciliation of the figures used in calculating basic and diluted earnings per share:

2003 2002
Number Number
Number of shares used in calculation of basic earnings per share 294,373,681 296,551,011
QOptions issued prior to 315t December 7.629.726 702,319
Number of shares that would have been issued at fair value 6,577,442 (389,653)
Contingently issuable shares 1,221,275 1,291,524
Number of shares used in calculation of diluted earnings per share 296,647,240 298,155,201
There is no difference between the profit for the financial year used in the basic and diluted eamings per share calculations.
10. Intangible fixed assets
£mn
Goodwill
Cost
At 1st January 2003 816
Exchange translation and other acjustments (1.3)
Disposals (23.8)
At 31st December 2003 50.5
Accumulated amortisation
At 1st January 2003 46.6)
Exchange translation adjustments 1.1
Amortisation for the year (10.3)
Disposals 29.8
At 31st December 2003 (26.0)
Net hook value
At 31st December 2003 24.5
At 1st January 2003 350
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11. Tangible fixed assets
Long leasehold Assets leasad
premises and Office equipment, out under
leasehold computers operating
improvements* and cars leases Total
£min £mn £mn £mn
Cost
At 1st January 2003 29.2 B3 89 714
Exchange translation adjustments 0.2 - - 0.2
Additions 0.4 1.5 - 16
Disposals {1.0) {11.8) 8.9 21.7)
At 31st December 2003 285 23.0 - 515
Drepreciation
At 1st January 2003 (18.7) (26.0) 8.9 (53.6)
Exchange translation adjustments 0.1 - - 0.9)
Charge for the year (3.9 4.4 - 8.3)
Disposals 07 11.0 8.9 2086
At 31st December 2003 (22.0) (19.4) - {a41.4)
Net book value
At 31st December 2003 6.5 38 - 10.1
At 1st January 2003 105 7.3 - 17.8
*Includes lease deposits £1.9 million (1.2 million).
12. Investments held as fixed assets
2003 2002
£mn £mn
Associated undertakings 49.9 438
QOther fixed asset investments 66.7 56.9
116.6 100.5

The principal associated undertaking, which is engaged in private equity investment and whose results are included in these accounts,
is shown below together with the Group's percentage interest therein at 31st December 2003. The undertaking is incorporated and

operates in Guernsay.

The interest in associated undertakings comprised:

Equity and Group’s share
junior debt of reserves Total
£mn £mn £mn
At 1st January 2003 35.3 8.3 43,6
Additions, including junior dein 4.2 - 4.2
Disposals [(oX:)] - {0.4)
Profit for the year (tax - £nif) - 25 25
At 31st December 2003 39.1 108 49.9

Particulars of issued share and loan capital of the principal associated undertaking at 31st December 2003 were:

Percentage owned

Class Number Issued capital by the Group
Guernsey :
Schroder Ventures Investments Limited Ordinary shares 446,200 £4,462 50%
Deferred Shares 107,200 £1,072 -
Redeemable preference shares 8,792,371 £8,792 50%
'B' Redeemable preference shares 796,265 £796,265 -
'C’ Redeemable preference shares 2,100,062 £2,109 -
Jurior debt, 2008 £30,818,465 100%

Senior debt, 2007

£44,489,506
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12. Investments held as fixed assets {continued)
Other fixed asset investments comprised:

£mn
At st January 2003 569
Exchange transiation adjustments {3.00
Additions 635
Net transfers from current asset investrents 08
Disposals {49.6)
Amounts written off investrments (1.9)
At 31st December 2003 66.7
Of the above Investments, £32.1 milion (£26.4 million) are listed. The market value of listed investments is £33.0 million (£27.2 million).
13. Insurance assets attributable to unit linked policyholders
2003 2002
£mn £mn
(a) At 31st December, the insurance assets attributable to unit linked policyhoiders comprised:
Equities and unit trusts - 1,485.3
Overseas investments - 518.0
Fixed interest stocks - 69.7
Cash unit trusts - 07
Cash - {10.9)
Derivatives - .3
Dividends and accrued interest - 5.9
- 2,088.4
Reinsurer's share of technical provisions for linked liabilities - 66.2
- 2,124.6
(b) For the year ended 31st December, the summarised income and expenditure account
of the life business comprised:
Gross premiums written 389 1136
Reinsurance premiums @.5) (212}
Net claims incurred {13.8) (278.5)
Unrealised losses (180.4} {635.6)
Investrment income receivable 2.3 2r4
Change in technical provisions for linked liabilities 140.1 79585
Net pperating expenses {0.5) 7.4)
{0.5) 62

The above figures relate to Schroder Hermes Limited and Schroder Pensions Limited which were sold on 24th January 2003 and 6th February 2003 respectively.

14. Debtors
2003 2002

Due Due after Due  Due after

within more than within  more than
oneyear oneyear Total one year one year Tota
£mn £mn £mn £mn £mn £mn
Prepayments and accrued income 86.2 7.4 936 78.5 9.0 87.5
Loans and advances to customers of Privale Banking subsiciaries 267.4 i82.5 449.9 214.9 159.2 3741
Leasing receivables (see Note 16) 0.2 33.0 33.2 0.5 43.5 440
Fee debtors 58.0 - 58.0 a0.2 - 40.2
~ Derivative contracts 2186 - 21.6 25 - 25
Setllement accourits 29.8 - 29.8 24.6 - 246
Deferrad tax (see Note 21(o)) 109 42,7 536 12.4 50.0 g2.4
Other debtors 25.8 086 26.4 35.4 0.4 358
499.9 266.2 766.1 408.0 262.1 671.1

Certain comparative amounts have been restated as a result of separating out the caption ‘Settliement accounts' in the above analysis.
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15. Specific provisions for bad and doubtful debts
Loans and advances to Private Banking customers and leasing receivables are stated less the following specific provisions:
£mn
At 1st January 2003 and 31st December 2003 0.5
16. Leasing receivables
2003 2002
£mn £mn
Net investment in finance leases 33.2 440
By maturity:
More than 3 months but not mare than 1 year 0.2 Q.5
More than 1 year but not more than & years 4.9 17.3
More than 5 years 28.1 26.2
332 44.0
*Includes receivables guaranieed by banks of £28.4 million {£30.1 million).
The cost of assets acquired for finance leases was nil (£15.0 million},
17. Investments held as current assets
2003 2002
£mn £mn
Treasury and other eligible bills 3.9 25
Deit securities and other fixed income securities 1,146.7 7737
Equity shares 94.4 1134
1,245.0 8389.6
2003 2002
Book Market Book Market
value value value value
. £mn £mn £mn £mn
Listed on recognised stock exchanges:
Debt securities and other fixed inceme securities 4778 477.6 269.7 269.7
Equity shares 65.0 67.9 80.9 84.8
542.6 5455 3508 3545

As disclosed in Note 1{k){i}, the Group's accounting policy for current asset investments represents a departure from the Act. The effect of the departure is that an
unrealised profit of £12.0 milion {£3.0 million logs) has been taken through the profit and loss account rather than reserves.

18. Creditors
2003 2002

Due Due after Due  Due after

within more than within -~ mora than
one year one year Total one year 0ne year Total
£mn £mn £mn £mn £mn £mn
Deposits by banks 462.0 0.2 462.2 17,7 2.2 119.9
Customer accounts 820.2 123.7 743.9 645.7 1319 7778
Debt securities in issue (see Note 19) 4.3 44.6 48.9 261 78.4 104.5
Derivative contracts 58 - 5.8 2.3 - 23
Settlement accounts 305 - 305 26.5 - 28.5
Crher liabilities including taxation and social security (see Note 20) 102.3 131 1154 129.6 13.2 1428
Accruals and deferred income 1255 31.4 156.9 150.6 30.9 181.5
1,350.6 213.0 1,563.6 1,098.5 256.6 1,355.1

Certain comparative amounts have teen restated as a result of separating out the caption ‘Settlement accounts’ in the above analysis and ‘Social security’ in Note 20.
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19. Debt securities in issue
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2003 2002
£mn £mn
Certificates of deposit {ssued by a Privale Banking subsidiary undertaking) at a weighted average interest rate of 5.1% 446 96.9
Floating rate unsecured loan notes 2007 with a coupon rate of 0.5% below LIBOR 4.3 7.6
489 104.5
By maturity:
In 1 year or less, or on demand 43 261
Mare than 1 year but not more than & years 44.6 78.4
489 104.5
20. Other liabilities including taxation and social security
2003 2002
Due  Due after Due  Due after
within more than within ~ more than
one year  onhe year Total onge year one year Total
£mn £mn £mn £mn £mn £mn
Social security 97 - 97 97 - 97
Tax 19.7 55 252 21.8 1.0 228
Trade creditors 14.5 - 145 71 - 7
Proposed dividend 376 - 376 37.3 - 373
Other 20.8 7.6 284 53.9 12.2 66.1
102.3 131 1154 129.6 13.2 1428
Certain comparative amounts have been restated as a resuit of separating out the captions ‘Settlement accounts’ in Note 18, and 'Social security’ in the
above analysis.
21. Provisions for liabilities and charges
{a) Deferred tax liability and other provisions
Deferred tax Other Total
£mn £mn £mn
At 1st January 2003 9.5 41.4 50.9
Exchange translation adjusiments - (1.0) (1.0
Provisions utilisad - (14.8) (14.8)
(Credit)/charge for the year {£.6) 3.1 3.5
Reclassifications 33 {2.5) 0.8
At 31st December 2003 6.2 262 32.4

‘Reclassifications’ relate to transfers of provisions fromvto) creditors faling due within one year,

‘Other provisions' consist primarily of liabilities relating to surplus space, the sale of the Group's investment banking business in April 2000, and litigation.

Provisions have been made against certain leaseholds in connection with surplus space. The provisions have been made taking into account residual lease
commitments, other outgoings and sub-letting amangements. In amiving at the provisions, the cash flows have been discounted at rates representing an estimation
of the interest rates relevant to the period of provision, The weighted average of these rates is 4.4% (4.2%).

{b)} Deferred tax assets and liabilities

2003 2002

Liabilittes Assets Total Liabilities Assets Total

fmn £mn £mn . £mn £mn £mn

Accelerated capital allowances and timing differences - (14.5) (14.5) 14.2 21.3) 7.1
Timing differences including bonuses 6.2 (25.0) (18.8) - (24.7) (24.7)
Tax losses carried forward - (14.1) (14.1) 4.7) (16.4) 21.1)
At 31st December 6.2 (53.6) {47.4) 9.5 {62.4) 52.9)
Al 1st January 95 62.4) 52.9) 44.0 48.1) 4.1)
Disposal of subsidiary undertaking - 1.1 1.1 (21.4) - (21.4)
(Credit)/charge for the year (see Note 7) 6.6) 7.7 1.1 {20.0) 7.4) (27.4)
Reclassifications 3.3 - 3.3 6.9 6.9 -

At 315t December 6.2 (53.6) (47.4) 9.5 (62.4) {52.9)
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22, Derivative and other financial instrument contracts
Details of the Group's risk management processes are cutlined in the ‘Risk management and internal control” statement on page 27.

Short-term debtors and creditors, excluding those which arise from traditional lending and deposit-taking activities, have been excluded
from all disclosures other than the currency disclosures set out on page 56.

(a} Interest rate risk
Analysis of financial assets and liabilities by interest rate:

2003 2002
Non- Non-
Fixed  Floating interest Fixed Floating interest
rate rate bearing Total rate rate bearing Total
Currency £mn £mn £mn £mn £mn £mn £mn £rmn
Assets

Sterling 795.3 2376 821 1,115.0 669.9 501.7 100.8 1,272.4
U.S. dollar 272.3 330.9 723 675.5 255.4 67.8 79.7 4029
Euro 151.4 69.2 244 245.0 149.7 559 6.5 2121
Swiss franc 84.8 22.0 38 110.6 72.1 237 2.2 298.0
Japanese yen 11.2 13.4 29.9 54.5 14.4 85 15.3 38.2
Other 15.6 53.5 1.4 70.5 42.4 34.4 1.0 778
. 1,330.6 726.6 2139 22711 1,203.9 892.0 205.5 2,1014

Liabilities
Sterling (490.7) (201.6) (38.3) {730.6) (310.5) (210.8) £1.0) (572.3)
U.S. dollar (149.2) (99.9) 49.2) {297.7) (164.8) 93.8) {41.3) {(299.9)
Euro (108.5) (50.8) 37.2) {196.5) {62.9) 47.6) {17.7) (128.2)
Swiss franc (19.0) 5.8 (323 (57.1) {20.5) {4.7) {25.8) 50.8)
Japanese yen (1.8) 0.6) (14.86) (17.0) 2.7) 0.4y 9.9) (13.0)
Other (17.8) (2.4) (12.4) 32.6) 7.8 {3.0) (14.8) (25.6)
(787.0) (360.5) {184.0) (1,331.5) (569.2) {360.3) (160.3)  (1,089.8)

Total financial assets cormprise fixed and curent asset investments {excluding interests in associated undertakings), derivalive contracts, loans and advances to
custorners of Private Banking subsidiaries and cash, together with debtors (excluding prepayments and accrued income and deferred tax) due in more than ong year.
Shares held in Schroders plc in equity compensation plans or as ‘Own shares' (see Note 28) have been excluded. Such holdings totalled £19.C million (£16.5 million).

Total financial liabilties comprise deposits by banks, customer accounts, debt securities in issue, other provisions and derivative contracts, together with accruals
and deferred income, tax, trade creditors and other liabilities falling due after more than cne year.

Aralysis of fixed rate and non-interest bearing financial assets and liabilities:

2003 2002
Non- Non-
interest interest
Fixed rate bearing Fixed rate bearing
. Weighted Woeighted Weighted  Weighted
Weighted average average average average
average period for period Weighted  period for period
interest which rate until average which rate until
rate is fixed maturity* interest rate is fixed malurity®
Curmrency % years years % years years
Assets
Sterling . 4.7 0.3 9.2 5.0 02 11
U.S. dollar 1.8 1.3 4.0 23 1.1 1.2
Euro 29 06 7.6 31 0.1 33
Swiss franc 1.3 04 0.1 0.9 0.2 21
Japanese yen ] 0.6 041 0.1 0.4 0.1 -
Other 33 06 1.0 37 02 -
Liabilities
Steriing 4.8) 0.2) 0.9} 5.3) 0.4) {0.2)
U.S, dollar (2.5 0.3) 4.2} 3.1 (1.0) {0.8)
Euro 2.5) 0.2) 0.1) 2.8) 0.1) -
Swiss franc 0.3) 0.3} 0.1 0.4) ©.1) -
Japanese yen o1 0.2) - 0.1 ©.1) -
Other (4.4) 0.2) (2.9) (3.0) {0.1) -

“Weighted average excludes financial assels that neither pay interest nor have a maturity date.
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22. Derivative and other financial instrument contracts (continued)

(b) Currency risk
Currency exposures arise on the monetary assets and liabilities of the Group that are not denominated in the base currency of the
operating unit involved.

The Group uses foreign curency berrowings and forward foreign exchange contracts to hedge against certain foreign net investrments.
The figures presented below are shown net of such hedging devices.

2003
Net foreign currency monetary assets/{liabilities)
U.s, Japanese
. L Sterling doltar Euro yen Other Total
Functional currency of the operation involved: £mn £mn £mn £mn £mn £mn
Stering - 48 18 21 1.0 8.7
U.S. dotar 0.2 - 7.3 K] 0.3 8.1
Other 8.5 10.2 {3.5) 8.7 1.6 238
6.8 15.0 56 111 29 41.4
2002
Net foreign currency monetary assets
u.s. Japanese
L. Sterting dollar Euro yen Other Total
Functional currency af the operation involved: £mn £mn £mn Ermn £mn £mn
Steriing - 228 255 1.9 08 511
U.S. doltar 07 - 54 0.2 0.2 6.5
Other 0.1 15.5 4.6 10.5 20 327
0.8 383 35.5 12.6 3.1 90.3

{c) Maturity of financial assets and liabilities
The maturity profile of the carrying amount of financial assets and liabilities included in the Group’s balance sheet as at 31st December
was as follows:

2003 2002

Assets Liabilities Assets Liabilties

£mn £mn £mn £mn

In one year or less, or on demand 1,660.7 (1,114.2) 1,660.1 (824.7)
In more than one year but not more than two years 67.4 e1.0) 178.4 (57.7)
In more than two years but not maore than five years 247 1 (118.7) 145.1 (128.9)
In more than five years 295.9 (7.6) 117.8 (8.5)
22711 (1,331.5) 2101.4 (1,089.8)

The Group had no material undrawn committed borrowing facilities at 31st December 2003 or 2002.

{d} Fair values of financial assets and liabilities
Fair values have been derived from market prices where available. Current asset investments, which constitute a significant proportion of
the Group's financial assets, are recorded in the balance sheet at fair value.

2003 2002

Book Fair Bock Fair
value value value value
£mn £mn £mn Zmn
Financial assets 2,271.1 22749 2,101.4 2,102.2
Financial liabilities (1,331.5) {1,331.5) (1,089.8) (1.089.8)
939.6 343.4 1,011.6 1,012.4

Included within financial assets:
Equity contracts 0.2 0.2 - -
Exchange rate contracts 21.4 21.4 25 2.5
21.6 216 25 25

The Group's derivative contracts at 31st December 2003 and 2002 were held for customer facilitation by Private Banking subsidianes and for hedging certain of
the Group's net invesiments in foreign operations. These instruments comprised debt securities, forward foreign exchange contracts and interest rate swaps.

Where instruments have been used for hedging purposas, the underlying assets that are being hedged relate to investments in subsidiaries or current asset
investments. Fair value disclosures refating to such hedging instruments are disclosed above; fair value disclosures refating to the underlying assets are only
disclosed above if those assels are financial assets. '
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22. Derivative and other financial instrument contracts (continued)

(¢) Hedges

As stated on page 27, the Group has a number of overseas subsidiaries whose sharehclders’ funds, revenues and expenses are

denominated principally in local currencies. Financial instruments are used within the Group where it is considered that the sterling

values of such amounts are at risk, In such cases, forward currency contracts with fair values at the balance sheet date of £1.3 millicn
- (£0.2 million) were being used to hedge foreign currency assets.

In relation to the Group's hedging of its seed and liquid capital investments, at 31st December 2003, the Group had futures contracts
with fair values of £{0.5) million {£nil) hedging investments against market movermnents and forward currency contracts with fair values of
£12.1 million {£0.2 milion) hedging investments against currency movements. The increase in the use of forward currency contracts is
due principally to the investment of liquid capital in U.S. fixed income securities hedged to sterling.

The Group has a policy of hedging certain exposures as and when they arise. Gains and losses made on hedges are recognised by
marking to market, except for certain Private Banking transactions which are not deemed to be material.

23. Share capital

2003 2002 2003 2002
Number Number £mn £mn
Authorised:

Ordinary shares of £1 each 226,022,400 226,022,400 226.0 226.0
Non-voting ordinary shares of £1 each 113,877,598 113,977,598 114.0 114.0
Subscriber shares of 1p each : 200 200 - -
340,000,198 340,000,198 3400 340.0

Allotted, called up and fully paid:
Ordinary shares of £1 each 226,022,400 226,022,400 226.0 226.0
Non-voting ordinary shares of £1 each 70,263,358 69,634,870 70.3 69.7
Subscriber shares of 1p each 200 200 - -
296,285,958 295,657,470 206.3 295.7

Rights of each class of share

The two classes of ordinary share are equal in all but two respects: the ordinary non-voting shares de not have voting rights and hence
their holders are not entitled to attend or to vote at general meetings of the Company and, on a capitalisation issue, ordinary non-voting
shares carry the right to receive non-voting ordinary shares rather than crdinary shares.

Holders of the subscriber shares have no right to participate in the profits or assets of the Company and are not entitled to vote at
general meetings of the Company, although they are entitled to receive notice of and attend such meetings.

Changes in authorised, allotted and issued share capital

Buring the year, 628,488 non-voting ordinary shares were issued as part of the deferred consideration arising from the acquisition of
Beaumont Capital Management Limited in 2001. As a resuli, £0.6 million was credited to share capital and £4.2 million to the share
premium account.

Options
At 31st December 2003 options to subscribe for non-voting ordinary shares were outstanding:

(@} Under the terms of the Senior Executive Share Option Scheme 1986:

Price per 2003 ' 2002
Exercisable share Number Number
22nd March 1998 1o 21st March 2003 252p - 332,319
21st March 1899 10 20th March 2004 349p 47,930 47,930
28th March 2000 ¢ 27th March 2005 419p 79,883 79,883
18th March 2001 to 17th March 2006 441p 159,768 159,768
{b} Under the terms of the Share Option Plan 1999:

Price per 2003 2002
Exercisable share Number Number
7th May 2004 to 6th May 2009 B822p 833,788 BYT.464

13th March 2005 1o 12th March 2010 800p 2,909,232 3,402,952
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23. Share capital {continued)
{¢} Under the terms of the Share Option Plan 2000:

Price per 2003 2002
Exercisable share Number Number
13th March 2006 to 12th March 2011 987p 5,160,365 5,524,583
2nd April 2006 to 1st April 2011 1000p 30,000 30,000
12th November 2006 to 11th Novernber 2011 706p 500,000 500,000
22nd April 2005 to 21st Aprit 2012 800p 6,398,040 6,940,415
14th May 2005 to 13th May 2012 756p 60,000 80,000
25th June 2005 to 24th June 2012 561p 30,000 30,000
5th September 2005 1o 4th September 2012 440p 3,500 3,500
6th Novernber 2005 to 5th Novernber 2012 453p 400,000 400,000
&th Novernber 2005 to 5th Navember 2012 541p 3,860,000 4,165,000
9th December 2005 to 8th December 2012 483p 250.000 250,000
10th March 2006 to 8th March 2013 398p 2,922,198 -
2nd April 2006 to 1st April 2013 472p 20,000 -
1st May 2006 to 30th April 2013 537p 75,000 -
4th June 2006 to 3rd June 2013 £00p 20,000 -
6th October 2006 to 5th October 2013 660p 15,000 -
27th October 2006 to 26th October 2013 B65p 15,000 -

Options granted under the Share Option Plan 1929 and to Directors of Schroders plc under the Share Option Plan 2000 are subject to performance targets.

24. Reserves

Schreders plc and Associated
subsidiary undertakings undertakings Group Company
£mn £mn fmn £mn
Share premium
At 1st January 2003 17.8 - 17.8 17.8
Issue of shares 4.2 - 4.2 4.2
At 31st December 2003 220 - 22.0 22,0

Capital reserves (including capitat redemption reserve}

At 1st January 2003 129.4 = 1254 .37
Exchange transiation adjustments 1.0 - {1.0) -
Transfers from profit and loss account® 24 - 24 =
At 31st December 2003 130.8 - 130.8 3.7

Profit and lass account

At 1st January 2003 590.8 83 599.1 360.4
Exchange translation adjustments {6.6) - {6.6) -
{Loss)/profit retained for the year 7.0 25 4.5) (63.6)
Transfers to capital reserves* (2.4) - {2.4) -
At 31st December 2003 574.8 10.8 585.6 296.8
Total capital and profit and loess account reserves 705.6 10.8 716.4 30G.5
Total reserves at 31st Decermnber 2003 727.6 108 738.4 322.5

*Transfers relate to profits/lossas) in investment holding companies transtered from/(to) non-distributatle reserves.
The reserves aof the Group include £162.4 million (£166.8 million) not avalable for distribution.

The Company's reserves available for distribution were £252.8 milion (£310.3 milfion).

The loss dealt with in the accounts of the Company was £9.9 milion (2002: loss £12.4 milion).
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25. Consolidated cash flow statement
. . 2003 2002
(a) Reconciliation of total operating profit to net cash flow from operating activities: £mn £mn
Total operating profit 41.0 8.1
Depreciation of tangible fixed assets 8.3 32.1
Amortisation of goodwill 10.3 106
(Increase)/decrease in debtors {105.7) 66.4
Increaser{decrease) in creditors 246.3 44.7)
(Decrease)/increase in debt securities in issue {55.6) 138
(Gain)loss on sale of tangible fixed assets 0.1 19
Share of opsrating profit of associated undertakings 2.5 {7.7)
Provision for liabilities and charges 31 4.8
(Gains)losses on current asset investments [17.1) 5.1
Other non-cash movermnenis 1.9 8.7
Net cash inflow from operating activities 129.9 8.7
Share capital/share
premium/shares
. . . . to be issued
(b) Analysis of changes in financing during the year: £mn
Balance at 1st January 2003 3234
Non-cash movements 0.2)
Balance at 31st December 2003 323.2
. 2003 2002
{c} Reconciliation of net cash flow to movement in net funds: £mn £mn
Decrease in cash in yvear (80.3) 62.0)
Cash outflow/(inflow) from redernption/issue of certificates of deposit 55.6 (13.8)
Cash outfiow from increase in llquid resources 158.6 97.7
Changes in net funds resulting from cash flows 134.9 219
Non-cash movements in liquid resources 55 (17.3)
Loan notes issted for non-cash consideration - 7.7
Net funds at 1st January 1,5620.0 1,518.7
Net funds at 31st Decembar 1,669.4 1,528.0
2003 2002
2003 2002 Movement Moverment
() (i) Analysis of cash: £mn £rn £rmn £mn
Cash and balances at central banks 9.8 105 0.7 0.5
Cash and balances with other banks 195.2 2737 {78.5) 64.9
205.0 284.2 {79.2) (64.4)
Exchange adjustmants (1.1) 24
Decrease in cash (80.3) 62.0)
2003  Cash flow 2002
(i) Reconciliation of movements in cash: £mn £mn Emn
Cash and balances with banks - repayable on demand 2050 {79.2) 284.2
Cash and balances with banks - other 257.9 452.2
Cash and balances with banks 462.9 736.4
Exchange adjustments (1.1)
Decrease in cash (80.3)

(e) Acquisitions and disposals of subsidiary undertakings

Analysis of the net assets of subsidiaries acquired and disposed of during the year are shown in Notes 31 and 32.
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26. Commitments and contingent liabilities

2003 2002
Risk Risk
weighted Principal weighted Principat
amount amount amount amaount
{a) Commitments £mn £mn £mn £mn
Documentary credits 1.0 5.1 14 5.5
Undrawn note issuance and undrawn format standby facilities,
credit ines and other commitments to lend 86.1 93.5 92.0 114.8
87.1 98.6 93.1 120.3
(b) Contingent liabilities .
Assets pledged as collateral security 12.7 13.3 10.2 10.6
Guararitees and imevocable ietters of credit 31.2 130.7 42.9 : 1928
439 144.0 53.1 2034

{c) Future capital expenditure
At 31st December 2003, there was no capital expenditure contracted but not provided in the accounts.

(d) Litigation
Certain Group undertakings are the subject of cumrent or pending legal actions; the Directors believe that none of these actions, either
individually or in aggregate, is likely to have a material adverse effect on the Group's financial position. .

(e) Operating leases
At 31st December 2003 the Group’s annual ccmmitments under non-cancellable operating leases were:

2003 2002
Offices Office equipment Offices Office equipment
£mn £mn £mn £mn
Anngal commitment expiring:
Less than 1 year ' 3.0 - 0.9 -
1 year and over but less than 5 years 3.1 0.2 B.2 0.2
5 years and over 18.3 - 17.3 -

24.4 0.2 24.4 02

() Contingent tax liability
If debt securities and equity shares, other than those accounted for at market value, had been realised at market value or Directors'
valuatich at 31st December 2003, an additional liability for tax of £nil (£0.1 million) {Company: £nil {£nil)) would have arisen.

(g) Other
The Group has contractual obligations to carry out building works and to reinstate certain leasshold prernises before expiry of the
leases. The Directors believe that certain obligations cannot be provided for because they cannot be measured reliably.

Obligations of certain Group companies under the Euroclear settiement system are secured by charges on assets held on their behalf
from time to time within that system and by cash deposits placed.

In the ordinary course of business, subsidiary undertakings have custody of customers’ securities, act as trustees and issue indemnities
on behalf of custorners who have lost certificates of title.

The Company and subsidiary undertakings have also provided letters of comfort to regulatory authorities and others that subsidiary
undertakings will be capitalised adequately and will meet their contractual obligations.
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27. Shares in and loans to subsidiary undertakings

Shares in Loans to
subsidiary subsidiary
undertakings undertakings
£mn £mn
At 1st January 2003 1,228.0 42,0
Additions - 6.2
Repayments - {15.8)
At 31st December 2003 1,228.0 32.4

There were no material commitments for investment in subsidiary undertakings.

Details of subsidiary undertakings are given in Note 33, Investrnents in subsidiary undertakings are carried in aggregate at cost, less provision for impairment: in the
opinion of the Directors the aggregate value of the investments in subsidiary undertakings at 31st December 2003 is not less than book value.

28. Own shares

Employee trusts have been established for the purposes of satisfying cerlain equity based awards. At 31st December 2003, the trusts
held 6,836,401 (2002: 7,895,464} non-voting ordinary shares costing £51.7 million (2002: £72.8 million), with a market value of
£39.1 million {2002: £38.2 million). Dividends on shares held by the trusts are waived.

2003 2002
Market Market
Number Cost value Number Cost value
of shares £mn £mn of shares £mn £mn
Group companies
Sharas funded by employing companies 5,010,515 412 28.7 6,337,289 61.8 30.7
Shares yet to be allocated 1,825,886 10.5 104 1,558,175 108 7.5
6,836,401 5.7 391 7,695,464 726 3382
Company
Shares yet to be allocated 1,774,013 10.2 101 1.515,473 10.6 7.3
29. Creditors of the Company
2003 2002
Due Due after Due  Due after
within more than within -~ mgre than
one year  one year Total one year one year Total
£mn £mn £mn Cmn £mn £mn
Amounts owed 1o subsidiary undertakings 14 - 1.4 35 - 35
Loans from subsidiary undentakings 597.6 - 597.6 544.5 - 544.5
Loan notes issued 4.3 - 4.3 7.7 - 7.7
Accruals 15.0 09 159 12.7 - 12.7
Proposed dividend 376 - 37.6 37.3 - 37.3
B655.9 0.9 656.8 605.7 - BO5.7

30. Related parties

Bruno Schroder and George Mallinckrodt, being Directors, are related parties of the Company. Certain of their close family mernbers,
and the trustees of certain settliements made by members cf the Schroder family whose notifiable sharsholdings are disclosed in the
Report of the Directors on page 25, may also be related parties of the Company. The Board confimms, however, that the rights of the
aforementioned as Directors or shareholders, as the case may be, are not exercised in any way as to require disclosure under Financial

Reporting Standard 8.
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31. Acquisitions
There were no acquisitions during the year.

2003 2002
Book Book
value/ value/
fair vafue fair value
£mn - £mn
Net assets acquired:
Cash at bank and in hand - 0.1
Debtors ) - 0.7
Creditors - 0.4)
- 0.4
Goodwill - 0.1
- 05
Satisfied by:
Cash - 0.5
Comparative figures refate to the acquisition of the remaining 49% interest in Schroder Mildesa Investment Management S.A. on 18th December 2002. F
32. Disposals
There were two material disposals during the vear:
The sale of Schroder Hermes Limited {'SHL') to Hermes Pension Management Limited was completed cn 24th January 2003 for a
consideration of £4.8 milion and the sale of Schroder Pensions Limited ('SPL) to Investment Solutions Limited was completed on 6th

February 2003 for a consideration of £22.3 million. The results of these subsidiaries have been recorded under ‘Biscontinued
operations’ in the consolidated profit and loss account. The profit on the sale of SHL was £2.4 milion. The profit on the sale of SPL was
not material.

SPL/SHL Cther 2003 2002
£mn fmn fmn £mn
Net assets disposed:
Tangible fixed assats 0.6 - 06 381
Assets held to cover linked liabilities 1,989.7 - 1,989.7 -
Cash at bank and in hand 217 0.1 21.8 24
Debtors 38 - 38 ' 73.4
Invastments - - - 0.2
Technical provisions for linked liabilities (1.888.7 - (1,989.7) -
Deferred tax - - - 21.4)
Other liabilties 2.1) - (2.1) {90.0)
24.0 0.1 241 2.4
Represented by:
Net cash consideration received 26.9" 0.1 27.0 33
Profit on disposal 2.4) - (2.4) 0.9
Profit taken in prior year 0.5) . - 0.5) -
24.0 0.1 24.1 2.4
*Net of costs of disposal of £0.2 million.
Cormparative figures relate to the disposal of Schroder Asset Management Limited on 6th January 2002, JHS | easing (6/98) Limited and JHS Leasing (8/98)
Limited on 25th September 2002, and the business of, and subsequently, the investrent in, Schroder & Co. Trust Bank on-2nd December 2002 and
31st December 2002 respectively.
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33. Subsidiary undertakings

The following information is given in respect of those subsidiary undertakings which, in the opinion of the Directors, principally affect
the consclidated profits or assets of the Group. They are all wholly-owned subsidiary undertakings of the Company (except where
shown) and their issued share capital consists of equity shares and other classes of shares where indicated.

Al undertakings operate in the countries where they are registered or incorporated except where shown. All companies are engaged
in the business of asset management or private equity, or are immediate or intermediate holding companies of such companies.

England

Schroder & Co. Limited

Schroder Financial Services Limited

Schroder Holdings plc”

Schroder International Holdings Limited

Schroder Investment Company Limited

Schroder Investment Management Limited

Schroder Investment Management International Limited
Schroder Investment Management North America Limited
Schroder Investments Limited

Schroder Property Investment Management Limited
Schroder Unit Trusts Limited

Schroder Ventures {1991) Limited

Argentina
Schroder Investment Management S.A,

Australia
Schroders Australia Holdings Pty Limited
Preference shares

Bermuda

Schroder Holdings (Bermuda) Limited

Schroder International Holdings (Bermuda) Limited

Schroder Investments (Bermuda) Limited
Preference shares

Schroder Investments {(SVIIT) Limited
Preference shares

Schroders {Bermuda) Limited

Channel Islands

Burnaby Insurance (Guernsey} Limited

Schroder Investments {Guernsey) Limited

Schroder Investment Managerment {Guernsey) Limited
Schroder Property Managers (Jersey) Limited
Schrader Venture Managers {Guernsey) Limited
Schroders {C.1.) Limited

*Held directly by Schroders plc

China-Hong Kong S.A.R.
Schroder Investment Management (Hong Kong} Limited

Denmark
Schroder Investment Management Fondsrmaeglerselskab A/S

Germany
Schroder Investment Management GmbH

Indonesia
FT Schroder Investment Management indonesia - 89%

Italy
Schroder Investment Management (ltaly) S.p.A.

Japan
Schroder Investment Management (Japan) Limited

Korea
Schroders Korea Limited

Luxembourg
Schroder Investment Management {Luxembourg) S.A.

Netherlands

Schroder International Finance B.V.

Schroder Investment Management Benelux N.V.
Schroder Nederland Finance B.V.

Singapore
Schroder Investment Management {Singapore) Limited

Switzerland
Schroder & Co. Bank A.G.

United States of America

Internet Finance Partners LP

Schroder Investmient Management North America Inc.
Schroder U.S. Heldings Incorperated
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2003 2002 2001 2000 1999

£mn £mn Cmn £mn £mn
Profit/(loss) before tax 65.6 18.9 &1 2753 324.0
Tax {16.4) 7.7 (12.6) {53.8) 80.2)
Profit/(loss) after tax before minority interests 492 26.6 (20.7) 2215 2438
Minority interests - {0.5) 0.1 {0.2) 08
Profit/(lass) for the year 49.2 26.1 {€0.6} 221.3 2446
Earnings per share:
Basic earnings/(loss) per share {pencey 16.7 88 (7.0) 746 82.8
Ciluted eamings/(oss) per share {pencel? 16.6 8.8 (7.0 742 82.5
Dividends:
Cost {£mn) 53.7 53.2 53.9 541 539
Pence per share® 185 18.5 185 18.5 18.5
Shareholders’ funds (Emn) 1,039.6 1,051.9 1,112.5 1,161.2 1,37G.4
Net assets per share (pence) 351 355 372 391 464
Group employees at year end

2003 2002 2001 2000 1999
31st Decamber Number Number Number Number Number
Europe 1,571 1,668 1,852 2,122 3,572
Americas 164 220 316 g7 1,868
Asia Pacific 485 504 622 598 936

2,220 2392 2,890 3,117 6,376

(1) Inciudes the investment banking business sold in Aprit 2000.

(2)See Note 9 for basis of calculation.

{3} Dividends per share are those amounts proposed to be paid or paicd for the year on a per share basis to the shareholders on the register at specified dates.

(4)Net assets per share are calculated by using the actual number of shares in issue at the balance sheet date (see Note 23).

Exchange rates

31st December 2003 2002 2001 2060 1999

Stering:
Euro 1.42 1.54 1.64 1.60 1.62
U.S. dollar 1.79 1.61 145 1.45 1.62
Swiss franc 2.21 2.23 242 2.44 2.60
Australian dollar 2.38 2.85 2.84 2.68 2.48
Heong Kong dollar 13.86 12.57 11.31 11.62 12.61
Japanese yen 180.86 191.28 190.44 171.06 166.42
Singaporean dollar 3.03 2.80 2.68 2.58 2.70
Deutsche mark - - 3.20 313 3.17
French franc - - 10,74 10.51 10.64
Italian lira - - 3,170.23 3,102.20 3,140.63
Spanish peseta - - 272.42 286.58 269.88




