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Highlights

Funds under
management
n (2008 £110 2 billon)
B

Net new business

1 5 0 b o
| n

Profit before tax

1 37 5 (2008 £123 1 milion)
| m

Shareholders’ equity

1 6 b (2008 £16 bilor)
H n

Basic eamings

per share

(2008 275 pence)

B

Total dividend

per share

(2008 310 pence)

H
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At Schroders, asset management
is our business and our goals are
completely aligned with those

of our clients - the creation of
long-term value.

We manage £148.4 billion on behalf
of institutional and retail investors,
financial institutions and high net
worth clients from around the worid,
invested in a broad range of asset
classes across equities, fixed income
and alternatives.

We employ more than 2,600 talented
people worldwide operating from 32
offices in 25 different countries across
Europe, the Americas, Asia and the
Middle East, close to the markets in
which we invest and close to our clients.

Schroders has developed under
stable ownership for over 200 years
and long-term thinking governs our
approach to investing, building
client relationships and growing
our business.

More information can be found
onine at www schroders com
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A diverse product range:
£148 4 bilion funds under management

Muib-asset 16%
\ | Private Banking 8%

Equities 48%

‘ | Fixed income 15%
Alternatves 13%

Worldwide offices:

Bermuda Buenos Aires*
Cayman Islands Sao Paulo”
Mexico City

New York*

Philadelphia*

* Investment centres
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Our business

Asset Management

Private Banking:

Equrties

Mult-asset

Fixed income

Alternatives

£71 1bn {2008 £47 9bn}

£23 1bn (2008 £20 1bn}

£23 Obn (2008 £14 5bn)

£18 6bn (2008 £16 Obn)

£12 6bn (2008 £11 7bn)

Asia Pacrfic Equities Aggregate and Commodities

Emerging markets Fixed income mutt-strategy Currency

Europe Prvate equity Govemment Ermerging rmarket debt

Global Property Global Funds of hedge funds

Quantitatve equities Structured products Investment grade credit Private equity funds of

UK High yield funds

us Tax-exempt Property
Cash/iquidity

Amsterdam*
Copenhagen
Frankfurt
Geneva”
Gibraltar
Guernsey

Jersey

London*
Luxembourg
Madnd

Milan*
Parns

Dubar

Rome
Stockholm
Zunch*
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Bexying
Hong Kong”
Jakarta®
Seoul*
Shanghar*
Singapore*

Advisory and discretionary
asset management

on behalf of igh net

worth indmduals and
family offices

Cash management

Custody and execution
services

Deposit taking

Specialised lending

Sydney”
Taiper*
Tokyo*
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Chairman’s and Chief
Executive’s statement

2009 was a remarkable year for financial markets with
equities extending the sharp downward trend of the
previous year to reach new lows in the first quarter,
before staging a sustained rally which led to significant
gams over the year as awhole Investor sentiment
swung from extreme caution earlier nthe yearto a
search for yield and nsk assets, as confidence
developed that a full-blown banking cnsis and
prolonged economic recession had been avoided

Cur focus on the organic growth opportunittes in our
business, thraugh delivenng supenor mnvestment
performance for clients, mantaimng a product range
that meets investor demand across market cycles and
developing global distnbubion partnerships, was well
rewarded in 2009 Gross sales were £54 1 billion
(2008 £41 6 bilion) generated across a wide range

of products, net new business inflows were a record
£15 0 billon (2008 net outfliows £9 6 bilion) and funds
under management ended the year at a record

£148 4 billon (2008 £110 2 billion)

Lower net revenue margins and reduced performance
fees resulted in a fall in net revenue to £788 9 million
(2008 £872 9 milkon} Total profit before tax and
exceptional terns was £200 2 milion (2008

£290 5 milion) Exceptional items were £62 7 milllon
{2008 £167 4 millien}, £23 6 mition of which related
principally to actions taken to reduce our cost base,
with £38 1 million of losses on Group Investment
capital, most of which arose in pnor years and had
previously been recogrused inreserves In 2009,
gans of £15 8 millilon were recogmsed In reserves
Total profit before tax and after exceptional tems
was £137 5 million (2008 £123 1 million)

Our focus on organic
growth opportunities was

well rewarded in 2009.
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Asset Management

Asset Management net revenue fell to £679 2 million
(2008 £748 7 millon) Net revenue margins at 62
basis points declined on 2008 (66 basis points)
reflecting the high ievel of new business in fixed
incorme, net nflows in tnstitutional and lower
performance fees of £34 5 million {2008 £50 7 mullion)
as some funds faled to reach the high watermarks
setin 2008 Asset Management profit before tax
and exceptional tems was £192 O million

(2008 £249 8 million)

Investment performance has been strong across
equities, fixed income and altematives with 79 per
cent of funds outperforming benchmark or peer
group over three years

Iy Institutional, INvestment performance, together
with a range of new products and a strengthened
sales capability, led to significantly increased gross
sales of £18 6 billion as well as reduced outflows

Net Institutional inflows were £4 9 bilion (2008 net
outflows €3 8 bilion), diversified across asset classes
and regions Funds under management in Institutional
ended the year up 29 per cent at £76 7 billion (2008
£59 6 bilion)

In Intermediary. gross sales were £23 0 billon with
record net inflows of £9 6 billon {2008 net cutflows
£6 2 bihon} All regions achieved net inflows, with a
particularly strong performance in continental Europe
where we were the leading active manager in net sales
of mutual funds In the UK we mantained our leading
position with substantial onshore and offshore fund
flows through the year Our joint venture asset
management business in China continued to perform
well, with year end funds under management (not
reported in overall funds under management) of

£7 7 bilhon (2008 £4 9 bilion) and a £8 9 milion
profit contnbution {2008 £6 4 milion) Funds under
management in Intermediary ended the year up

52 per cent at £59 1 billion (2008 £38 9 billion)
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Pnvate Banking

Prvate Banking net revenue fell to £97 7 million

{2008 £111 3 milicn) reflecting reduced fees and
commisstons, and lower interest income in the

low interest rate environment Core operating
expenses were marginally lower as we continued to
mvest in growth initiatives  After a £6 3 milhon doubtfud
debt prowision, profit before tax felt to £20 1 million
(2008 £38 2 million)

Desprite the lower profit in 2009, we navigated

the banking cnais well, generating competitive
performance for clients, winning new business and
maintamning a conservabive and iquid balance sheet
Qur Pnvate Banking business ts positioned for
growth, with a strong client sernice proposition and
investment culture, an efficient operating platform
and arecogrised brand Net new business in 2008
amounted to £0 5 bilhion (2008 €0 4 bilion) and funds
under management ended the year at £12 6 biflion
(2008 £11 7 billon)

Group

The resutt for the Group segment was a loss

before tax and exceptional tems of £11 9 million
{2008 profit £1 0 milkon}, due to a lower yield on the
Group's capital We maintained a strong financial
position with shareholders’ equity of £1,649 0 million
{2008 £1,632 2 milhon} ncluding £1,058 G mullion of
Group mvestment capital in excess of regulatory and
operating requirements

Dwvidend

The Board has approved a second intenm dvidend
of 21 0 pence per share in lieu of a final dwdend The
second intenm dmdend will be payable on 28 March
2010 to shareholders on the Register at 12 March
2010 This bnngs the total dwvidend for the year to

31 0 pence per share, unchanged on 2008
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Board

Sir Peter Job will retire from the Board at the
conclusion of the Annual General Meeting on 6 May
He joined the Board in 1999 and has served as both
Senior Independent Director and Chairman of the
Remuneration Committee We are very grateful to
Peter for his support and wise counsel over more
than ten years

With effect from the conclusion of the Annual
General Meeting, Andrew Beeson will becarme
Sentor Independent Director and Chairman of the
Remuneration Committee and Meriyn Lowther will
succeed him as Chairman of the Audt Committes

We welcome Robin Buchanan to the Board with
effect from 4 March 2010 He was previously the
Senior Partner of Bain & Company in the UK and
more recently Dean and then President of London
Business School

Outlook

After the gains over the past nine months and with
most developed countnes still facing economic and
financial challenges, a penod of consolidation in
financial markets 1s ikely However, 2010 has started
welt with hugh levels of net inflows in Institutional and
Intermediary and we see further significant organic
growth opportunitres longer term, based on strong
investment performance for chients, a broad product
range, a proven distnbution capability and a
geographically diversified business

Michael Miles Michae! Dobson
Charrman Chief Executive
3 March 2010




06 Key performance indicators

We review a number of key
performance indicators to measure
the performance of our business.

A five-year view of these is shown
below and our performance in 2009
is explained in more detail in the
financial review.

Investment performance Whatis our objective?

We target at least 60 per cent of funds
under management to outperform
benchmark or peer group over a
three-year period

Net new business We seek tc generate positive net Inflows
in Institutional, Intermediary and
Private Banking
Funds under The prncipal influence on funds under
management management 1s the level of markets,
at 31 December but we amto grow funds under

management over time in excess
of market growth through positive
investment performance and net
new business Inflows

Net revenue margins As a key dnver of revenue, we focus on
net revenue margins by product and by
channel As we grow Institutional, net
revenue margins may dechne but we
expect them to remain higher than the
Industry average
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Performance

per cent

05 | | 83
06 | | 64
07 | | 68
08 | | 67
oo .
£ bilion

05 1 (5o
06 [ 1] (5 6y
Q7 ] (1 6y
8 [ ] ©6r
09 IR 5.0
* outfiows

T inflows

£ billon:

05 [ | 1225
06 | | 1285
07 | | 1381
o8 [ 1 1102
oo I 1484
bps

05 | | 54
06 [ J 59
07 | | 64
08 | ] 69
oo I 64
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Cost:operating
revenue ratio
before exceptional items

Compensation cost:
operating revenue ratio
before exceptional tems

Eamings per share

Dividend per share

We target a 70 per cent cost operating
revenue ratio over a market cycle,
recognising that in weaker markets the
ratio I1s likely to be higher than our long
term target

By targeting a compensation cost
operating revenue ratio, we align

the interests of shareholders and
employees We aim over the long term
for a compensation cost operating
revenue ratio of 45 per cent

We aim to grow eamings per share
recognising the impact of market
volatiity on our aperating businesses
and Group investments

We have a progressive dividend policy
taking account of Increased profitability
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per cent

05 ! | 79
06 [ | 73
07 | ] 7
08 ! | 73

oo NN 7

per cent

05 | | 51
06 | | 47
07 | | 46
08 | | 45

pence per share

05 | | 657
06 [ ] 769
07 | | 1048
o8 [ ] 27 5
oo NN 34.3

pence per share

05 | | 205
06 [ | 220
o7 [ 1] 265
08 [ ] 310

09 NG 310
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Awards

Recognition of our success
in 2009 across asset classes,
clients segments and geographies,

included:

European Asset Management Financial News Award -
Company of the Year Business Daveloprmert

Funds Europe Team of the Year

Best Larger Fixed-Interest House Momingstar Madnd Award -

Morningstar UK

Best perforrmung US small and rmid cap
fund in US Srmall Capitakisation
Categary

Overall Service Qualrty

and tmage and Reputaton
Awards Europe

Prvate Asset Manager {PAM) Awards

Fund Manager of the Year
Intemational Equrties -
Emerging Markets Award
Standard and Poor’s (Australia)

Offshore Fund of Hedge Funds —
Fixed iIncome Over Three Years
Lipper

Lipper Fund Awards 2009 Europe -
Switzerland, Best Fund, Emerging
Markets Equity Desk, Schroder ISF
BRIC

Best Fund UK Equity Income and
Equrty Income and Growth Sector
Moneywise Fund Awards 2009

€uro and €uro am Sonntag
magazines Award

Schroders Germany, ‘Aufsteiger des
Jahres’ {'Climber of the Year’)

Spear’s Weatth Management
Awards 2009

Winner Asset Management Firm of
the Year - High Net Worth

Schroders | Annual Report and Accounts 2009

Fund Manager of the Year 2009 -
Money Management/Lonsec
Schroders Austrahia
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Operating review

With one of the largest networks of offices of any
asset management company, and over 300 portfolio
managers and analysts covenng all the major
nvestment markets, we offer our chentsa
comprehensive range of products and services

to meet therr nvestment objectives

We employ over 2,600 people, across Europe, the
Amencas, Asia and the Middle East, operating from
32 offices in 25 different countnes

We manage assets on behalf of nstiutional and retail
investors, financial institutions and high net worth
indmduals in a diverse range of products covenng
equities, fixed Income, altematives and multi-assets

We seek to buld long-term relationships wath our
clients by providing investment solutions which mest
their investment reguirernents

QOur strategy

Long-term thinking govemns our approach to
investing, developing chent relationships and growing
our business Our goal 15 1o build a first-class asset
management business, diversified by region, product
and channel, and to deliver for our shareholders a
growing return over the long term

To achieve this goal we focus on

- Delvenng competitive and sustainable investment
performance through clear investment processes,

-~ Building close relationships with our clients,
-~ Operational effectiveness,

- Being an employer of chaice, and

— Investing in tong-term growth opportunities

Qur strategy encompasses a highly diverse business
model across products, channels and regionsg, which
has proved resilient n the difficult market condtions
we have seen in the last two years

Investment performance

All investment activibies are managed with the

clear am of delvenng performance which meets

or exceeds clent objectives within therr specrfic nsk
parameters

We measure investment performance relative to
benchmark and peer group over a three-year penod
Owver the past three years 79 per cent of our funds
have outperformed therr benchmark or peer group

Long-term thinking governs

our approach to investing,
developing client relationships
and growing our business.

Schroders | Annual Report and Accounts 2009
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Buiding close relabonships with cur clents

We aim to excel in client service and develop
parinerships of real value to clients We have an
effective global disinbution capahility that offers a
wade range of products which represent solutions
to most investrment requirements We are also
innovative In developing new products that will meet
our clents' future needs, whether retal, nstitutional
or high net worth

tn recent years we have repositioned our Institutional
offenng to include new strategies focused on the
needs of pension funds, endowments, Insurance
companies and sovereign wealth funds

Operational effectiveness

Our investment and client service professionals benefit
from tugh quality systems and we continually look for
improved operating effictiencies by leveraging our
expenditure on iInformason technology

We meet our infrastructure support requirements
through a combination of In-house and cutsourced
solutions Our broad product range requires ongomng
development of Investment and operational systems,
and over the last few years we have invested
significantly :n upgrading our [T infrastructure

The modem technology at the heart of Schroders’ IT
architecture allows us to respond to client, market,
business and reguiatory demands rapidly and
efficiently We continue to invest in technology to
support the launch of new products and the use

of new financial instruments

Schroders | Annual Report and Accounts 2009

Investment performance over three years

Above benchmark
of peer group 79%
2008 67%)

Below benchmark
of peer group 21%
{2008 33%)

Funds under management by client
£148 4 billion

Institutional 52%
(2008 54%)

Intermediary 40%
{2008 35%)

Prvata Banking 8%
(2008 113}
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Operating review
continued

Being an employer of cholce
Our people are our most mportant asset and we
have talented employees throughout Schroders

It1s a pnonty for us to develop our people to deliver
{o therr full potential and we want to be an employer
of choice wherever we operate

We employ more than 40 nationalities across our
business Our culture values diversity, hamessing
indwidual strengths and differences to surface the
bestideas and insights

Investing In long-term growth opportuntties
Mantarning a strong financial position 1s a key

part of our strategy, ensuring that we can invest
through market downtums This allows us o take a
long-term view which is a fundamental differentiator
for Schroders

At 31 December 2009, we had total Group capital

of £1,649 0 mition, including £808 2 milhon

available in cash and highty iquid debt secunties
£1,059 0 million, the Group's investment capital, was
I excess of regulatory and operating requirements

Our strategic focus 1s on organic growth We see
significant potential for our business on the back

of strong investment performance, a broad product
range, a proven distribution capabifty and a highly
diversified business intemationally We will continue
to be selective about any acquisitions that we make
to ensure that they are complementary additions to
our organic growth plans

Investment

We offer a broad product range covenng most asset
classes across equities, fixed iIncome and alternatives
As a result, we are able to offer products that are

in gemand at different phases of the economic and
market cycle

Schroders | Annual Report and Accounts 2009

Equities

In addition to our equity portfolio managers and
analysts in London, we have equity professionals
located in continental Europe, the US, Latin Amenca
and in eight offices across Asta Pacric

Our equity products range from single country to
rmulti-regional funds, srmall and mid-cap funds, funds
designed to deliver high excess returns over the
market and defensive strategies which reduce
market nsk

Fixed Income

Our global fixed income capability 1s based on a
research-intensive, globally integrated, credit and
macro capability that supports local portfolio
rmanagement teams in Europe, North Amenca and
Asia We employ fundamental and quantitative
approaches to manage aggregate, govemment,
credit and high yield portfolios

Mult-asset

We have over 80 professionals dedicated to delivenng
multi-asset solutions for our clients with a broad range
of skills and capabilities across different asset classes
We offer a comprehensive range of customised
solutions, pocled products and advisory services We
specialise In providing a consultative, solutions-based
approach for chents, which efficiently diversifies nsk

Cur diversified growth strategies are available to

both UK and intemational clients to address their
specrfic multi-asset Investment requirements We alsc
offer structured investments, hability drven investment
and multi-manager products

Alternatives

Our atternatives business includes property, emerging
market debt, commodibes and agnculture funds,
funds of hedge funds and private equity funds of
funds We broadened our alternatives offenng to
Include a new global curency fund in 2009
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Distnbution

We have over 500 employaes in Distnbution across
Europe, the Amencas, Asia and the Middle East,
specialising In sales, clhent service, marketing, product
development and product management, serving
Institutional and Intermediary sales channels

Institutional

We work with a diverse range of clients, ncluding
corporate and local authonty pension plans,
govermnment funds, sovereign wealth funds, nsurance
compantes, chanties and endowments We have
repositioned our Institutional offenng towards new
products and sclutions as well as bulding on
traditional strengths 57 per cent of our Institutional
clients are now cutside the UK

tntermedhary

In our Intermediary sales channe! we work with
financial institutions and independent financial
adwvisors who use our mutual fund ranges to meet
their chients’ investment requirements

We work closely wath both global and local distnbuticn
investment strategies across Europe, Asia and the

Amencas to develop products for different stages of
the market cycle Reflecting the increasing imponance
of the Indmdual in the savings market, our wide
product range, strong investment performance and
broad relationships with distnbutors, we have seen
significant growth i Intermediary over the last decade

Prnivate Banking

In Private Banking we offer the full range of cur
investment skills and provide specialist banking
services, to high net worth mdmwiduals and family
offices Dedicated relationship management 1s core
1o our proposition, so that we can talor our service to
the indmdual needs of each client Our business 1s
centred in Londen, Guemsey, Geneva, Zunch, Milan
and, since 2008, Singapore

Operations

Over 1,000 employess worldwide are dedicated to
ensunng operational effectiveness and mtegrity in
vanous functions including technology, legal, finance,
nsk, compliance, intemal audit, human rescurces and
operations Demands from clients, intermedianes,
investors and regulators are ever changing and require
matenal Investments In resources, knowledge and IT

Equity funds under management
£711 billion

Emergng markets 20%

Global 12%

Asia Pacific 27%

UK 18%

Europe 10%

Amencas 6%

QEP 7%

Fixed income funds under management
£23 O billon

Asia Pacific 11%

Austraha 5%

Global 18%

Amencas 168%

UK 14%

Schroders | Annual Report and Accounts 2009

Alternative funds under management
£18 8 bilhon

Funds of hedge
funds 8%

Private equity funds
of funds €%

Property 37%

Commodiies 27%

Emerging market
debt 22%
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The mavement m key
financial markets in the iast
two years is outhned in the
table opposite

Market review

2009: financial markets
2009 was a remarkable year for financial markets

The outlock at the start of the year was very weak
Markets continued to fall in the first quarter as
investors predicted another Great Depression Bond
rarkets were pnced for ten years or mare of deflation
and the long-run implied rate of dwdend growth in
equity markets approached zero

A rally began at the end of March as investor
confidence increased on the back of improved
economic news and strength in corporate eamings
The global economy retumed to growth dunng the
third quarter of 2009, drniven by extraordinary public
policy measures, including near zero interest ratas,
quantitative easing and signrficant fiscal programmes
The extent of the rebound in equity markets was such
that 2009 was one of only six years since 1871 where
a calendar year gain of 20 per cent or more has
followed a loss of more than 20 per cent

Ernerging markets have recovered ahead of
developed economies due to the expectation of
supenor growth rates, which has attracted more
capital, supporting emerging market cumrencies
and asset pnces

Markets increased significantly in the second half of
the year In total, movements m financial markets,
foreign exchange and our iInvestment performance
increased funds under management by £23 2 billon
dunng the year {2008 £20 6 billion decrease) and n
additton we won £15 0 billon of net new business
(2008 net outiows £3 6 billion)

Since the second quarter of 2009, the asset
management Industry, particularly in Europe, has
seen an increase In Investors' nsk appetite as market
sentiment improved Retal investors in particular,
have switched from money market funds and bank
deposits offering low returmns, to fixed income mutual
funds and then equity funds Institutional investors
who frequently deferred investment commutments in
the tumail of 2008, have also retumed

Longer-term market trends

L.onger-term, key giobal and demographic trends

are changing the outlook for savings Average Iife
expectancy increased by over 10 per cent inthe
penod 1960 to 2005, with further increases likely, at a
time when birth rates are expected to continue to fall

The ratio of non-working to working age individuals
in the major western aconomies will dramatically
Increase in the next 30te 40 years This 1s expected
to have a major impact on the cost of state-provided
pensions Indwiduals will be less able to rely solely on
government-provided pension schemes to fund ther
retirement and will nead to save more dunng therr
waorking lives

Schroders | Annual Report and Accounts 2009

We anticipate that this will lead to changes in the asset
management industry, in terms of sales channels,
products and markets We are well placed to take
advantage of these developments

The majonty of new savings flows are expected to
anse from emerging economies, particularly Asia

This has been dnven by the growth of China and
rapidly ncreasing wealth accumulation in the region
This includes sovereign wealth funds and central banks
which are becoming an increasingly important
institutional market segment

Changes to sales channels

The growing longewity of an ageing population 1s
forcing the closure of defined benefit plans, which
histoncally fuelled the growth of institutional asset
management This has dnven the move to defined
contnbution schemes and the growing importance
of individual and ‘instmidual’ savings  For the asset
managerent industry, accessing the indmdual retail
investor, either directly or via intermedianes, will
remain an important part of a large, global asset
manager’s strategy

The retirement of the 'baby boomer’ generation, that
owns approximatety 60 per cent of global wealth, 15
also creating a major opportunity as this generation
looks to use its assets to finance retrement Thisis
known as 'decumulation’ and accounts for nearly

40 per cent of gross flows into the financial sector of
mature economies Currently, banks and insurance
companies see the majonty of these flows and as a
result they are becoming an increasingly important
channel to reach a growing customer base

Product changes

In product terms, these changes create demand for
asset-labiity management and investment sofutions
Defined benefit pension funds ara increasingly lcoking
to match assets and labilities through the use of
outcome onentated products To address
decumulation needs, we expect to see Increased
demand for caprtal protected and income generating
products as cliens seek to muntmuse nsks We also
expect demand for outcome onentated products to
continue to grow

Investors continue to look to separate sources of
alpha (excess return relative to market benchmark)
and beta (market correlation) Passive products have
attracted increasing infiows but the demand for
alpha has also led to growth in alternative products
as savers ook to diversify their nvestment portfolios
i pursuit of ligher retums  As a result of the financial
cnsis, we expect traditional fixed ncome and equity
strategies to be more in demand




Percertage Percentage Percentage  Percentage
movement movement movement movement
12 months to 6 months to 6 monthstc 12 months to

31D0ec2008 30Jun2009  31Dec2009 31 Dec 2009
%

Local stock markets

%

%

FTSE 100 (313 47 27 4 221
S&P 500 (38 5) 18 213 235
Nikkel 225 (42.1) 12 4 59 19.0
Broad market indices
MSCI World (40.1) 32 12.0 228
MSCI Europe ex UK {44 9) 12 22.3 238
MSCI Pacific (43 8) 97 64 167
Fixed income: 10 year benchmark
UK Gilts 10.8 32 2.3 5 4)
US Treasunes 17 0 (9 9) (26) (123)
ARernatives
UK Property Index, Capital Growth {24.0) (17 8) 0.6 {17 3)
Tremont Hedge Fund Index (19.1) 7.2 106 18 6
Prmvate
Total Insttutional  Intermediary Banking
£bn £hn £bn
Funds under management - 2009 flows
31 December 2008 110.2 59.6 38.9 11.7
Gross Inflows 541 186 280 65
Gross outflows @9 | (37 (194 6 0)
Net flows 15.0 4.9 9.6 0.5
Investment retums 232 122 10.6 04
31 December 2009 148.4 76.7 59.1 12.6

Schroders | Annual Report and Accounts 2009
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More information on

nsk management and
ntemal control can be found
m the govemance secton

Key risks and mitigations

Managing nsk

For many years the management of nsk has been
embedded i our culture Like any assst management
business we are exposed to arange of nsks These
nsks, if not managed properly, increase the possibility
of the Group not being able 1o meet its objectives

The executive oversight of nsk hies with the Chief
Financial Officer, supported by the Group Risk
Committee The non-executive oversight of nsk lies
with the Audit Committee A detailed description of the
governance framework 1s set out later in the Annual
Report and Accounts in the nsk management and
intemal controls report

The external events of 2007 and 2008, including the
failure of Northem Rock and Lehman Brothers,
together with the government baillouts of banks and
other financial nstitutions, caused us to reassess how
wea manage nsk We now group the nsks we face into
market and hquidty nsks, credit nsks, operational nsks
and emerging nsks

We are in the business of seeking a return on naks
taken on behalf of our clients The first line of defence
against unexpected cutcomes lies with ine managers
whether they are investors, Distnbution employees

or part of infrastructure support Consequently, a
designated senior member of management who

sits on the Group Management Committee has risk
management responsibility within each business area

The senior management team, supported by its
management funchions, takes the lead role in
ensunng that appropnate controls are in place
across the business to mamtain the quality standards
expacted by our chents and regulators It 1s the
responsibiity of afl employees to ensure that the
control culture of Schroders 1s embedded within

our working practices

Line management 1s supplemented by independent
oversight functions led by the Chief Risk Officer which
provide a second line of defence The Chief Risk
Officer has allocated responsibility for each category
of nsk to a member of his team
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Intemal Audit provides retrospective assurance over
the operation of controls and s the third ine of
defence against unanticipated outcomes

indvidual nsks are managed 0 a vanety of different
ways depending on the nature of the nsks and
therr potential iImpacts to mitigate adverse
consequences We continuously upgrade our nsk
contral processes and technological support tools
to increase therr effectiveness

The following 1s a summary of the nsks that the Board
currently considers key to our business 1t1s not
intended to provide an exhaustive list of all the nsks
faced by our business or a complete hst of all the
controls in operation

Market and hquidrity nsk

We face nsks from movements in the financial markets
in which we operate, ansing from holding investments
as both principal and agent We have principal
exposure in our Private Banking business where we
hold bank paper and government secunities The
Group's investment capital 1s invested in bank paper,
government and corporate bonds, fixed income,
equites, hedge funds, property, and private equrty
There 1 agency exposure in Asset Management and
Private Banking in respact of the assets we manage
on behalf of our chents

Market nsk

Market nsk anses from market movements which can
cause a fallin the value of pnncipal nvestments and a
dechng in the value of funds under management
Revenues and net new businmess are also at nsk from
a falure to meet performance targets or a loss of
confidence in markets that can affect investors in a
pencd of faling markets

Market nsk within Pnvate Banking, ansing from the
assets held on the balance sheet, 1s monitored and
managed at a local level and collectively by the Private
Banking Risk Committee Group management
regularly reviews all holdings within Group capital Alt
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principal investments across all businesses are
managed within approved Imits

QOur gecgraphically diversified, broad product range
enables us to provide chents with solutions tailored to
a vanety of market conditions and serves to diversify
individual market dependencies

Liquidity nsk

Liquicity ngk 1s the nsk that cashflows cannot be
generated to meet redemptions or other obligations as
they anse bLiquidity Issues can anse as a result of market
conditions or through inherently liguid nvestmernts

To mitigate this nsk within client portfolios, we seek to
match, where possible, the hiquidity of a portfolio’s
underiying investments with ds hquidity requirements
We actively monitor the market for indicators of
dechnes in lquidity to enable pre-emptive actions

to be taken We also review products and portfolios
to identify capacity constrants

Each of our regulated subsidianes and the Group
as a whole meet regulatory capital requirements In
additron, we aiso maintain sufficient hguidity on our
balance sheet for our anticipated needs taking
account of the nsks we face

Credrit nsk

Woe face credit nsk as a result of counterparty
exposure In order to manage this nsk we achvely
moniter counterparty creditworthiness and operate
with limits expressed in terms of value and term {o
matunty Where possible, we also dversrdy our
exposure across different counterparties

All counterparties are reviewed on a regular basis and
lirrits are amended following changes to therr financial
performance We actively monrtor market data and
rating agency outputs in assessing counterparties

We also face credit nsk through lending to pnvate
chents by Pnvate Banking, althotugh this ts mitigated
where possible through collateralisation in the form of
cash, pertfolio investments or property

Operational nsk

Operational nsk anses through the Investment
process, distrnbution channels, product development
and the operation of our infrastructure, and as a
conseguence of our diversified business mode!

Investment

tnvestrment performance nsk 15 the nsk that portfolos
will not meet therr nvestment objectives We adhere to
a clearly defined investment process which seeks to
meet Investment targets within stated ngk parameters
Indmdual portfolio performance, valuations and

nsk profiles are monitored by fund managers and
management on a regular basis, allowing 1ssuas to
be identfied and mitigated We use tools and
governance pnnciples within our investment nsk
framework and we review performance that hes
outside expectations

Recognising that not all products will outperform all
of the time, we also offer a diversified product set
which reduces the concentration of nsk on the
performance of any one fund or asset class

Fund perforrmance 1s monitored as part of our
investment performance nsk management process

Distnbution

Distnbution nsks anse from relationship management
across different distnbution channels and products
We distnbute through three channels, institutional
chents, often advised by consultants, retail chients,
intermediated through banks, brokers and
independent advisers, and private cllents The broad
range of distnbution channels mitigates against a key
dependency on any channel No single chent
accounts for more than one per cent of our revenues

Product

Product nsk anses from complexity and the
development of new, sophisticated products to meet
changes in chent demand We have a dedicated
product development team and a new product
approval and review procedure

The management of risk is
embedded in our culture.
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Key risks and mitigations
continued

Product nsk can also anse from capacity constraints
where demand exceeds the easily accessible supply
of mvestments capable of delivenng the required
retum We actively monitor potential capacity
constrants and mitigate by ‘closing’ the product

to new nvestment

Technology

We are reliant on technology and qualfied
professionals to maintain our infrastructure Cur
technology s partly cutsourced and our platform
utihises well-established, tested technology from
outsourcers Judged to be financially stable and able
to provide the required level of service Outsourced
suppbers are an important part of cur business model
and we work with our outsourced suppliers to
maintan the quakty and continuity of service Detalled
due diigence 1s undertaken before entenng into new
amrangements, and performance IS reviewed on an
ongoing basis

Continuity and business resumpticn planning 1s in
place across the business with clear identification
of key staff

People

All of our operations are heavily dependent on people
High quality resource 1S relatively scarce in our
industry We ensure we employ people with skill sets
appropnate to our changing business needs This
requires the recrutment and development of speciahist
skills as the range of our product offenngs deepens
and our nvestment and distnbution strategies develop
Into more complex areas

To mitigate human resource nsks, we have
competitive remuneration plans, with appropnate
deferred benefits, targeted at key staff We also
operate from several Intemational centres to reduce
the reliance on single pootls of talent and individual
country stability
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Clear objectives are also set for each employee and
we measLre success In the annual review process
This allows us 10 Identify employee development
nitiatves which are a motvational force in retairing
talented executives

Geographic dversity

Qur business 1s diverse and intermational which
mitigates aggregate nsks whilst introducing local
nsks as a result of local laws, business custom and
tradiion We empiloy local staff with local expertise
and alsc move employees internationally around
the Group i

Emerging nsks

Emerging nsks are associated with situations cutside
Schroders that could cause nsk to the Group These
are the hardest to define We are concerned currently
that regulatory developments could inacvertently
affect the fund management industry due to
changing regulation for the financial sector as a whole
We thereiore maintan a dialogue with regulators and
respond to consultations to assist them in their
supervisory duties and draw therr attention to
important concems

The changmg financial posiions of countnes can
affect therr financal stabiity We allocate our capital
within operational constraints to spread our
concentration nsk
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Financial review

Overview

In 2009, profit before exceptional tems was down

31 per cent at £200 2 million {2008 £290 5 milion)
The decling In pre-exceptional profit was atinbutable
to lower net revenues in our core operating segments
of Asset Management and Pnvate Banking

During 2009, there was a net inflow of funds of

£15 0 bilton and stronger markets, both of which
improved as the year progressed This led to quarterly
improvements N profitability and a strong base from
which to develop in 2010

Profit before tax was up 12 per cent to £137 5 millon
(2008 £123 1 milion) after exceptional tems of

£62 7 millon (2008 £167 4 millon) Exceptional
#ems related to realised losses and unrealised write
downs on Group nvestment caprtal, redundancy
costs and other rationalisation costs £39 1 million
(2008 £147 2 milhon) has been recogrised within
revenue and £23 6 milhon {2008 £20 2 million) within
administrative expenses

Net revenue

Asset Management

Asset Management net revenue was £679 2 milhon
{2008 £748 7 mihon}, of which £393 1 millon

{2008 £440 7 million) arose In our Intermediary sales
channel and £286 1 militon (2008 £308 O mullion) in
Institutional In aggregate, net revenue decreased by
nine per cent and included performance fees of

£34 5 milkon (2008 £50 7 milion} The falt in revenue
1s attnbutable to the net impact of the outfiow of funds
in the second half of 2008, offset in part by the inflow
of funds dunng 2008, and lower overall net margins
The impact of lower markets was broadly offset by
weaker sterling
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Profit before tax (excluding exceptional items)

08 [ I 2905
oo I 2002
Profit before tax

oe [ ] 1231
oo I 1375

Net revenue [excluding exceptional items}

08 [ 8729
o I 7sso

Net revenue - Instiutional

08 | | 3080
09 I 286.1

Net revenue - Intermediary

08 [ | 440 7
ey ] 303.1

Net revenue - Private Banking
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oo N 97.7
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Financial review
continued

Pnvate Banking

Pnvate Banking net revenue of £97 7 mithon (2008
£111 3 milion} decreased by 12 per cent compared
to 2008, pnmanty reflecting reduced fees and
commissions on Investment products and lower
retums on caprtal in an external environment of
histoncally low interest rates

Group

To mitigate the nsk of capital losses ansmg in the year
and to guard against market liquidity, Group
investment capital was conservatively invested for
maost of 2008, providing modest returns in the low
interest rate environment Market conditions offered
limited opportunities to reabise gans on cur long-term
pnvate equity, property and cther investments Before
exceptional losses, the Group segment reported

net revenue of £6 7 millon, compared to £7 4 millon
In 2008

Net revenue margins

Net revenue margins for Asset Management and
Pnvate Banking combined were lower at 64 basts
paints (2008 69 basis ponts) reflecting lower
performance fees and changes in product mix
Despite strong investrment performance, lower
performance fees were earned because a number
of funds are subect to high watermarks, where
performance fees are not eamed until the fund
recovers to previous levels Lower Pnvate Banking
margins reflected the impact of the lower interest rate
environment on our banking business

Excephonal losses within revenue

Exceptional losses of £39 1 mitkon {2008

£147 2 millien} on investment capital have been
included within revenue These compnse net profit
on disposals of £2 9 million (2008 net losses

£16 0 milion), net losses on marking to far value in
the year of £0 2 millon (2008 £49 9 mifion), and
impaiments of £41 8 milion (2008 £81 3 milion)

Of the total losses £42 4 milion (2008 £107 4 milion)
had been previously recognised In reserves in
accordance with accounting standards Dunng 20089,
unrealrsed mark to market profits of £15 8 millon
(2008 £194 3 milhon) were recognised in reserves
and do not appear in the iIncome Statement
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Net revenue margins - Total

08 | | 69
oo I 64
Net revenue margins - Asset Management

08 | ] 66
09 I 62
Net revenue margins - Pnvate Banking

08 | 100
o I 84
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Fund flows

Our strong investment performance, broad product
range and proven distnbution capability generated
record net inflows of £15 0 billlon in 2008 (2008

£9 6 bilhon net cutflows}

Asset Management

Asset Management saw very strong inflows of

£14 5 hillon n the year, £9 6 bilkon from Intermediary
chents and £4 9 bilion from Institutional clients  Inflows
arose across a broad range of products, including
European and glohal bonds, Quantitative Equity
Products and Commodities

Intermediary demand, which began to recover in the
first half of the year, mcreased signficantty in the third
guarter as retal nvestors contnued to move out of
cash into kugher returning investments as nsk appetite
increased Al regions saw net Inflows aggregating to
£9 6 billon {2008 £6 2 billon net cutflows) with
continental Europe and the UK having particularty
strong nflows We were the leading active manager In
net sales of mutual funds across Europe dunng 2009

2008 saw a significant turnaround in our Insttutional
sales channel, with net inflows of £4 9 billlon
compared to £3 8 bilkon net outflows Ir 2008 and net
outflows every year since 2000 We believe that this
demonstrates the success of our strategy over the last
few years, which has resulted n improved investment
performance, the development of new products and
targeting of new clients Significant new business was
won in Quantitative Equity Products, Liability Dven
Investment and altematives

Prvate Banking

Private Banking saw net inflows of £0 5 bilhon (2008
£0 4 bilion) with a strong performance in the UK that
offset the impact of cutflows N contmental Europe
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Costs

The Group’s cost to operating revenue ratio
before exceptional tems increased to 79 per cent
(2008 73 per cent ) as a result of the fall In net
revenue and the need to increase the proportion
of revenue distnbuted as compensation to retain
talented individuals The Board considered it
mportant to reward people for the underying
business performance that will, in part, only be
financially visible in 2010 The cost to operating
revenue ratio was 82 per cent after exceptional
itermns {2008 75 per cent ) Dunng 2009, we sought
to manage costs In ine with market conditions,
ensunng that we dd not harmm the long-term
growth of the business

Total compensation costs excluding excephonal items
were established by reference to operating revenues
and in 2000 were £390 7 million (2008 £373 4

million} In the 2008 Annual Report, we highlighted
that we expected the ratio of compensation costs to
operating revenues to Increase and this ratio was

49 1 per cent n 2009 (2008 45 3 per cent }

For 2010, we intend to revise this measureto a
profit share ratio This will ensure that bonuses
are dependent not solely on revenue less fixed
compensation costs but are also dependent on
the effective management of all costs In 2009,
this measure would have been 45 per cent

Non-compensation costs excluding exceptional
iterns decreased dunng the year by 12 per cent to
£224 4millon This decrease reflected the benefit of
cost-reduction measures taken to align our cost base
to market conditicns The benefit of these actions 1s
stated after an adverse effect of approximately

£44 9 millkon due to the weakening of steriing agamst
other currencles Underlying cost reductions were
concentrated on marketing expenditure, IT costs

and travel
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Financial review
continued

Within Pavate Banking, costs included a £6 3 milion
(2008 £1 2 million} doubtiul debt provision where a
shortfall in collateral arose on an ndmdual exposurg

Exceptional tems wathin costs

Exceptional items of £23 6 milion (2008 £20 2 mithion)
are included within admunistrative expenses in 2009
78 percent (2008 67 per cent) relates to actions
taken in relatton to market conditions £7 8 milion
(2008 £13 6 mullion) relates to redundancy costs,

£6 8 milicn {2008 nil} to surplus office space, and

£3 9 milicn {2008 nil) to the earty termination of an

IT services contract £5 1 mullon (2008 £6 6 million}
relates to mparment of assets

Net finance income

Three-month stering LIBOR averaged 1 2 per cent

in 2009 compared with 5 5 per cent i 2008 and

led to a matenal decline in interest recewvable on cash,
notwithstanding significantly higher balances Other
similar nterest ncome declined due to the sale of
higher nsk interest beanng secunties in earty 2009
Interest payable of £1 7 million (2008 £0 2 midlion)
prmanty 1s n respect of the final determination of
overseas lax payable

Share of profit of associates and joint ventures
Profit from associates and joind ventures increased
by 152 per cent to £15 6 mifion (2008 £6 2 millon)
£5 7 milion (2008 £0 4 million loss) arose from a
private equity associate and £9 9 milhon (2008

£6 6 million) arose from joint ventures, predorminantly
from our China fund management company,
operated with the Bank of Communications

Tax

The effective tax rate was 30 4 per cent (2068 42 1
per cent } The high effective tax rate of 2008 arose
from losses for which no deferred tax credit could be
recognised, a £2 8 million write dowr: of the deferred
tax asset regarding share based remuneration due to
a fall in share pnce and an increase in the proportion
of profits ansing in higher rate junsdictions The 2009
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effective tax rate 1s lugher than the UK standard rate
of 28 per cent due mainly to tax losses ansing for
which no deferred tax asset can be recogrused,
offset by adjustments to pnor year taxation of

£6 4 milhon

Attnbutable profit

£95 4 millon (2008 £76 7 milion) of the profit after tax
of £95 7 million (2008 £71 3 milhon} 1s attnbutable to
equity holders of the parent

Eamings and dvidend per share

Basic earmings per share equate to 34 3 pence
(2008 27 5 pence) and the dwidends of 31 0 pence
are covered 1 1 times {2008 0 9 times)

Comprehensive income

The staterment of comprehensive income 1$

£26 8 milion lower than 2008 at £80 4 milion The
profit after tax accounts for £95 7 millien (2008

£71 3milion) Unrealised foreign exchange translation
losses, net of hedges, attnibutable to overseas net
operational assets account for a charge of

£47 0 milion {2008 gamn of £153 4 millon) This was
due to stering being 3 1 per cent stronger at the
year-end than the average during the year aganst the
Group’s major currency exposures Actuanal losses
on the defined benefit section of the UK pension
scheme were £69 6 million (2008 £29 6 mifion) and
were prmarnly attnbutable to higher expectations of
long-term rates of inflation and a lower expectation of
long-term interest rates

Other items relate pnmanly to investment actmties,
which generated income of £101 3 million (2008 loss
of £87 9 million) £42 4 mitlion (2008 £107 4 milion)
are pnor penod logses now recognised in the

incormne staterment, £15 8 milhon (2008 losses of
£194 3 million) are current year gains on nvestments
available for sale, and £43 1 million {2008 £1 0 milion
loss} 1s anticipated tax relief on the realisation of
Investment losses, pension scheme losses and
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credits ansing from the revaluation of Equity
Compensation Plan and Share Option Plan awards

Shareholders’ equity

Total shareholders' equity at 31 December 2009
increased to £1,649 0 million (2008 £1,632 2 milkion)
The net Increase of £16 8 milion (2008 net
decrease of £64 0 miliion} compnses £80 4 millon
(2008 £107 2 million} in the comprehensive INncome
statement, with the balance being pnncipally
attnbutable to anincrease of £21 4 million (2008
£89 1 milllon decrease) from share 1ssuance,
remuneration payments and purchases, and the
payment of dividends of £84 9 million {2008

£86 7 millon) in the year

The Board has judged that £580 miflion of capital

1S required to meet regulatory needs comprising
£258 million of the regulatory minmum Pillar |

and £332 million of additional capital The capital
requirement reflects the mpact of the market cnsis
on the asset management industry in general and
Schroders in particular Whilst we consider that there
are no abnormal nsks specific to the Group, we hold
additional regulatory capital n order to mitigate
potential operational nsks that may anse and events
over which the Group has no control

Within our capital base we continue to maintain a
significant level of Group investment capital amounting
1o £1,059 0 mihion (2008 £899 2 million) Group
nvestment capital 1s used to seed new iInvestment
strategies, co-invest selectively alongside our clients
and finance orgaruc and inorganic growth
opportunities it 1s deployed in accordance with imits
approved by the Board Dunng 2009, assets that
were inherently dhquid were sold down and the
proceeds reinvested In kguid, low nsk investments
Its constituents are shown on the next page During

Schroders [ Annual Report and Accoursts 2009

2010, we anticipate a modest ability to be less
conservative than in 2009 and will prudently increase
allocations to higher nsk asset classes

Consolidated balance sheet

Liquidity

The hquidity of the Group's balance sheet ncreased n
2009 due to Group investment capital being
significantly invested i readily realisable secunties and
cash and from increased customer deposits In
Private Banking client deposits increased Client
deposits were invested in iquid and lower nsk
assets, with a bias towards cash and cash
equivalents

Liquidity increases accounted for most of the matenal
balance sheet movements

Cther tems

The reduction in ntangible assets Is due to
amortisation, the finalisation of the accounting for the
acquisition of Swiss Re Asset Management Funds
(Switzerdand) AG in 2008, and imparments of assets
due to prevailing market conditions

The deferred tax assets have increased due o timing
differences on the relief of pension contnbutions and
share based payments to employees

The Group made a contnbution of £53 2 mullion

in February 2010 10 relation to the deficit identified,
on the applicable funding basis, In the defined
benefits section of the UK pension scheme at

31 Decemnber 2008

The unit inked habilties and related assets in the Iife
Company have increased by £2 0 billion due to
rmarket movernents and net new bustiness In our
‘matching plus’ range
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2009 2008
£m £m

Asset Management:
Cash and cash equivalents 216 95
Liguid debt secunties 56 235
Other net assets 76 136
Total Asset Management operational capital 348 466
Private Banking:
Cash and cash eguivalents 1,011 662
Other net labilifies (769) (395)
Total Private Banking operational capital 242 267
Group:
Cash and cash equivalents 276 310
Loud debt secunties 532 118
Mortgage and asset backed secunties - 105
Third party hedge funds 19 53
Seed capital 141 252
Pnvate equity 30 58
Other investments 1 3
Total Group investment capital 1,059 899
Total capital 1,649 1,632
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Strategic priorities

Looking ahead

Schroders has all the attnbutes for success, beginning
with a strategy that is focused on asset management
Woe are a global business, with considerable scale and
£148 4 bdhion of funds under management, but also
the abiity to react quickly to opportunities as they
anse QOur highly dversified business, by geography,
sales channel and product, combines defensve
charactenstcs relative to a difficult market
ervironment in addibon to growth charactenstics
wheninvestor demand Is strong The underlying
strength of our business 1s evident In the results for
2009 We will build on this success in 2010 to dnve
further orgamic growth

Our main areas of focus to achieve this will be

- Mantaning competitive Investment performance,
— Generating net new business,

- Leveraging our ntermational franchise, and

- Mantaning discipling on costs

Maintaming competitive mvestment performance
Sustanability of Investment performance 1s key for

an active asset manager We believe that we can
mamtain our performance through our talented
people, the depth of our resources and the disciplined
investment processes that we use across a broad
range of asset classes

Generating net new business

Strong nvestment performance, a broad product
range, a proven distnbution capabifity and a broadly
diversified business geographically, position us well for
further net new business gans Provided we do not
see any significant setback in equity and fixed income
markets we believe that the positive start we have
madea in 2010 will continue through the year
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Leveraging our intemational franchise

The majonty of our funds under management and
revenues are now generated outside the UK With
representation on the ground in 25 different countnes
and with a particularly strong presence in rapidly
growing, developing markets, we are welt placed to
continue to benefit from high rates of economic
growth and high savings rates 1n many regions in
which we operate We have also forged important,
long term relationships with intemational distnbution
partners which will contnbute to the further growth of
our business mternationally

QOur Pnvate Banking business will look to expand its
Asian presence with a full banking licence for our
Singapore private chent adwisory business that was
acquired in 2008

Maintaiming discipline on costs

We will continue to seek operational efficiencies
and increased productmwity, particulary across our
distnbution and infrastructure functions, to deiver
cost-effectiveness In our core operations This will
support continued investment in those areas that
are of strategic importance in delivenng our long
term abjectives

We are well placed for further growth
Record net inflows and strong investment
performance in 2009 position us well for 2010,
provided the more confident tone in financial
markets 1s mantained

Our strong financial position, tagether wath our highty
diversified business model across products channels
and regions, leaves us well placed for further growth
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Further mformation on our
CR activihies s published
on our website at
www.schroders.com/ir

Corporate responsibility

Schroders has a long-standing commitment to
sustainabity, maintaining consistentty high standards
in all areas of corporate responsibiity

We seek to

- Attract and develop the best people,

~ Reduce our environmental footprnt,

~ Suppeort the communities it which we operate,

— Be transparent in our cperations and reporting, and

— Encourage and support these pnnciples in the
companies i which we mvest

Schroders 1s an index component of both the Dow
Jones Sustainability World Index and the Dow Jones
STOXX Sustamabiity Index We are also inctuded in
the FTSE4Go0od Index, which s designed to identify
companies that meet globally recognised corporate
responsibility standards As a magjor investor, we
recognise that how we behave can influence other
companies

Our stakeholders, with whom we mantamn an ongoing
dialogue, include sharsholders, clients, employees,
regulators, non-governmental organisations, the wider
community and the companies in which we invest We
endeavour to develop close relatonships with all
stakeholders Qur behavicur 1s influenced by our

core values

Integnty: We are honest, open and uncompromising
N our commitment to our standards We welcome the
responsibility that comes with the trust our
stakeholders place in us

Passion We share a deep rooted belief in what
we do We demonstrate this through the dedication,
enthusiasm and energy we bnng to our work

Our four main areas for corporate responsibility

Marketplace

Workplace
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Environment

Innovaton: We challenge the established way
of doing things and segk to anticipate future
developments

Teamwork: We work as a team to create value for
our clents We value the contnbution of Indviduals
and encourage healthy debate

Excellence: We strnve to deliver the best and
continually ook for ways to improve

Govermnance structure

The Board i1s responsible for corporate governance
and corperate responsibility within the Group  Alan
Brown, Chief Investment Officer, chairs the Carporate
Responsibiity Committee that oversees all employee,
environmental and community Involvement issues
This Committee Is responsible for the development of
Schroders’ policies on corporate responsibility and
therr implementation throughout the Group as we look
to embed corporate responsibility pnnciptes in all our
activities and culture

Gur approach to corporate responstbility 1s built
around four man areas

- Marketplace,

- Workplace,

- Environment, and
— Community

Community
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The business monitors the following
key performance indicators to assess its
progress within each of these four areas:

Corporate responsibility

Marketplace

Number of environmental, social and
governance engagements with
companies In which we invest

Environment
carbon footpnnt

QOur CO2 cutput in London, as

a result of electnaity and gas
consumption, has been calculated
using the 2009 Guidelines to
DEFRA’s GHG Conversion Factors
for Company Reporting

Community
chartable gving

The Group's financial contnbutions
to chantable causes dunng the year

Our people
employee opinion survey

A survey of employees where results
are benchmarked against cther
financial services organisations and
high performing organisations

Why 1s t important?

As aleading asset management group,

we recognise that our investment
decisions have a greater impact than
our direct operattcnal activies

We are committed to continuous

improvement in minimising the negative
environmental impact of our operations

and are targeting a 15 per cent

reduction by 2012 We began measunng

our carbon footpnnt in 2007

Our chantable giving Is focused

on employee choice, with the Group
'matching’ employee donations
and sponsorship

The survey s undertaken every three
years and the results provide the
management team with an insight into

how employees view the business over

the longer term The last survey was
undertaken in 2008
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Performance
No of meetings
05 | 1 89
06 | ] 9o
07 | 1 80
08 | i 62

=y Ry

Tornes
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Per cent of survey respondents proud to be
associated with Schroders
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Corporate responsibility
continued

Marketplace

Transparency, accountabiiity and sustainabifity are
essential 10 the success of our business and have
become increasingly prominent in the light of market
events In recent years At Schroders, we put our
clients first and we are committed to developing
sustainable relationships Treating chients fairty 1s an
mportant pnnciple for our business Our long-term
values are embedded in our culture and can be seen
N the integnty wath which we behave In providing
solutions to address our clients’ Investment needs,
we seek to communicate clearly the services we offer
and to be transparent in our relationships wath clients

As aleading asset management group, we recognise
our responsibility in ensunng that we engage with
companies to assess not only the financial nsks but
also the environmental, social and governance (ESG)
nsks that can impact long-term value

We introduced a socially responsible investment
pohcy in 2000 to enhance our approach to corporate
governance This policy meets the Association of
Bntish Insurers Disclosure Guidelines on Socially
Responsible Investment and endorses the Valuntary
Code on Shareholder Activism issued by the
Institutional Shareholders Committee A copy

of the policy 1s avallable on our website at

http //Ar schroders com/download/SRIPalicy pdf
We are also a signatory to the United Nations
Prnciples for Responsible Investment which serves
to reinforce our commitment to integrating ESG
1ssues into our Investment decision making

We are a founding member of the Institutional
Investors Group on Chimate Change, signatones to the
Babh Communique 1ssued by the Corporate Leadership
Group on Clmate Change and a member of the
Carbon Disclosure Project Our investment process
incorperates ESG research into the corporate
responsibility performance of companies and we
engage with companies where ther ESG practices fall
short of acceptable standards
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Dunng 2009, we engaged n dialogue wath 87
companies (2008 62 companies) on specrfic ESG
related 1ssues and our meetings with companies were
used to assess ESG issues if there were concems
over the mpact of a company’s ESG performance on
the share pnce Overall, we voted on 99 shargholder
resolutions of a social, ethical or environmental nature
(2008 92 resolutions} In addiion we also utilise the
Ethical Investment Research Service to screen
investable universes in order to reflect clients’ values
in thetr nvestment portfolios At the end of 2008, we
had £3 8 bilion of funds under management which
had some form of ethical cntena attached to them
(2008 £3 7 bilion)

Workplace

Schroders has more than 2,600 employees across
25 countnes Our aim s to be an employer of choice
and one of our strategic prionties 1s to devalop,
manage and retain our talented people in order

to deliver to our potential

We work to ensure that our employee policies reflect
best practice within each of the countnes where we
operate, and that our employees understand the
strategic aims and objectives of the Group, are clear
about their role in achieving them and aware of and
participate in the wider community We communicate
with employees worldwide on a day-to-day basis We
also ensure that what 1s explained to the extemnal
market 1s disseminated and discussed internally We
uiilse employee meetings to faciitate the exchange
of views with senior management and discussion

of the progress made by the Group

In the UK, there 1s an Employee Consultaton Forurm,
consisting of employees elected by therr peers
Members of the Forum meet regularty with
management as part of a Joint Consultative Group
which discusses employee-related matters and
provides feedback and recommendations to sentor
management




Remuneration

Our approach to remuneration 1s consistent with
our ambitton to be an employer of choice We have
developed flexibiity to enable our employees to
personalise elements of their remuneration package
to suit their own needs and ambitions

High ethical standards

We actively promote high ethical standards Concems
about behaviour or decisions that are percewved to be
unethical can be raised by employees through our
internal ‘whistieblowing’ process Perscnal secunties
trading by employees 15 regulated Employees are not
permitted to solicit or accept any nducements

which are likely to conflict with therr duties Traimng 1s
provided In refation to these 1ssues and in relation to
money laundenng, terronst finance, data protection
and treating customers faity

Diversity

We are committed to providing equal opportunities
and we expect our workforce to reflect the diversity
of the many communities in which we operate We
recognise that through the attraction and retention of
a diverse workforce we are better able to understand
the needs of all our clients

A flexable working policy has been developed to
recogrise the diverse needs of employees In
managing the responsibilities of ther work and
personal ives We believe that achieving an effective
balance In these areas 1s beneficial to both the Group
and the indwidual It 1s the Group's policy to give fair
consideration to applications from disabled persons,
having regard tc therr particular aptitudes and abilihes
For the purposes of training, career development and
progression, disabled employees, Including those
who become disabled dunng the course of therr
employment; are treated on equal terms with other
employees We operate a zero tolerance policy to
harassment and bullying

Personal development

Qur performance management process comprises
an annual performance appraisal aganst agreed
objectives and our core values Output from this
performance process 1s used to inform decisions on
remuneration, career development and progression

In creating a high performing organusation, we
recognise the importance of encouraging all our
employees to learn, develop and fulfil ther potential
We provide our employees worldwide with access
to arange of traning and development opportunities
that are relevant to our business

Health and safety

Woe promote high standards of health and safety at
waork and have a global health and safety policy, which
we expect all employees to follow and which highlights
our comrmitment to ensunng employees are provided
with a safe and healthy working environment Training
15 offered to all employees

Environment

Dunng 2009, we made a number of key
improvements to help mimmise our envircnmental
impact We remain commtted to continuous
improvermnent in this area and to the promotion of
positive environmental practices ¥YWe measure our
performance Iin terms of waste management, energy
usage and water usage We are members of
Green500, an intiative from the Lendon Development
Agency, which works with organisations to achieve
carbon reduction goals as well as providing, in the
future, ndependent venficahon of carbon savings

Waste management (London only)

in 2009, we saw a 42 per cent reduction in waste
generation m London following the introduction of
further recycling inttiatives and employee awareness
campaigns dunng the year We am to recycle or reuse
over 80 per cent of our waste although this year’s
performance falis just short of this we have managed
1o significantly reduce the absolute amount of waste
we generate

Schroders was awarded the Gold Award in the Gity
of London’s Clean City Scheme in 2009 A change to
the scheme nules has meant that Schroders no longer
qualified for the Platinum award, which we have won
four years running, due to the size of our organisation
The Gold award places us In the top 100 out of 1,400
buildings in the Scheme, which recognises good
waste management and effective recycling

We recognise the importance
of encouraging our
employees to learn, develop
and fulfil their potential.
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Corporate responsibility
continued

Waste recycled or used (per cent )

07 [ ] o1
08 [ J 82
oo I 88

Waste generated {tonnes per employes)

07 | ] 040
08 | ] 023
oo NN 0.15
Energy usage (London only}

Our energy usage 1s one of the mest significant
impacts that our operations have on the environment
Dunng 2009, we developed and improved our carbon
management policy Our ambition is to reach our
target of reducing carbon output by 15 per cent

by 2012

From January to Qctober 2009 our head office was
supphed with 100 per cent ‘renewable’ electnoty We
have procured a contract for the supply of electnerty
that 1s exempt from the climate change levy This
contract runs from 1 Novemiber 2008 to 31 October
2010

In total, energy consumption for 2009 across our man
London offices has decreased by nine per cent This
reduction pnmanly reflects the introduction of more
energy efficient systems and advanced controls, and
the conschidation of space and IT computer systemns

Energy (megawatt hours per employee)

07 | 71
08 [ ] 65
oo I 65
CO; {tonnes per employee)

07 | | 41
08 | ] 37
o I 3.8

We use the National Gnd Rolling Average, as
recemmended by the Department for Emvronment,
Food and Rural Affairs, to calculate CO5 equivalent
emissions relating to the electneity element of our total
energy consumption

We continue to encourage our employees to use
video conferencing as an afternative to business air
travel and to reduce our CO» impact In London we
have seen a 38 6 per cent reductionin distance
travelled in 2009, compared to 2008 Actions taken
to align our cost base to the more challenging market
conditions will have contnbuted positively to this
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Water usage (London only)

We are also committed to the efficient use of water
and encourage our employees 1o conserve water Our
consumption of piped water in London has reduced
by 12 7 per cent In 2009, pnmanly as a result of water
efficiency natives introduced dunng the year

Community

We encourage all employees to participate in the
community and in civic and chantable causes We
believe that mvolvement 1s valuable to the community
and the indmdual as it can assist

personal development

Chantable gving

Our chantable gnvng 1s focused on employee choice,
with the Group 'matching’ employee donations and
sponsorship In 2009, donations totalled £0 6 milion
(2008 £1 1 million), reflecting the impact of the
challenging market condiions on our profitability In
2009, we have not made any discreticnary donations,
prefemng to focus our efforts on employee choice
through matched payrall grving and other matched
donation schemes

A number of our offices operate payroll giving
schemes, of which the UK scheme remains the
largest, with 21 per cent (2008 19 percent ) of
employees participatng Chantable donations of
£202,000 were made through this scheme and we
again receved the Payroll Giving Quality Mark Gold
Award in 2009, which recogrises that over 20 per
cent of employees donated money to chanty via
our payroll

Volunteenng

We also encourage employees to spend time working
in the community Employees globally are able to take
up to 15 hours paid leave per year to provide
volunteertng Semnvices

In London, we are a corporate sponsor of the
Hackney Schools Mentonng Programme, established
by the East Londan Business Aliance and Hackney
Learning Partnerships Cur employees help to meantor
14 and 15 year old students in the London Borough of
Hacknrey to increase students’ self confidence, whilst
allowing them to gain expenance of the working
environment and broaden thetr agpirations
Employees have also helped senior schoo! children
with hteracy skills and worked with a homeless chanty
Cverseas, our employaes also participate in
velunteenng schemes
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As one of the UK’s largest asset
managers, corporate govemance
is very important to us. We are
committed to business integrity,
high ethical values and
professionalism across all our
activities.
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Directors’ profiles

Chairman 4 Philip Mallinckrodt (47)
1 Michael Miles, OBE (73) Head of Private Banking
Charman was appointed a Dwector on 1 January 2009 Hs career

{Cheurrman of the Nominatons Committas) was apponted as a
non-executve Director and Chairman of the Board on 1 January
2003 From 1958 to 1999 he worked for the Swire Group, sening
as charman of the Swire Group n Hong Kong and of Cathay
Pacific Ainwvays from 1984 untl 1988 He was an executve
director of John Swire & Sons Limited from 1988 1o 1999 He
was charman of Johrson Matthey pic from 1998 to 2006 and

a non-executve director of BP pic from 1994 10 2008 He s
charman of BP Pension Trustees Limsted and a non-executve
director of GEMS Il Limited and GEMS Onental and General Fund I
Limted He was an adwisor to the board of John Swire & Sons
Limded from 1999 to Decermber 2009 He became an adwsor to
the hoard of Alexander Proudfoot in February 2010

Executive Directors
2 Michael Dobson (57)
Chief Executive

commenced in 1985 with Credit Sursse Fnst Boston He joned
Schroders in 1934 and from 2000 to 2002 worked for Ctgroup
Investment Banking He rgioined Schroders n 2002 and was Head
of Comorate Development until 2007

5 Kevin Parry (48)
Chief Financsal Officer

was appointed a non-axecutve Drector on 3 January 2003 He

became Chief Financial Officer on 1 Jarssary 2008 He qualified as

a chartered accountant with KPMG in 1986 and became a partner

at the firm's Londan office in 1994 and & managng partner n

1998 From 2000 to 2008 he was chief executve of Management

Consutting Group plc In June 2009 he was appointed as a

non-axecutive dector of Intermedhate Capital Group PL.C Heis .
deputy charman of the Royal Wanstead Chidren's Foundation I

6 Massimo Tosato (55)

Joined the Board of Schroders as a non-executve Director in Apnl
2001 and became Chuef Executive in November of that year From
1973 to 2000 he worked for Morgan Grenfell and Deutsche Bank
He was chief executive of Morgan Grenfell Group from 1989 to
1996 and a member of the board of managing directors of
Deutsche Bark AG from 1996 to 2000 He 1s chaurman of the
Investment board of the Cambndge Unwersity Endowment Fund
and a member of the advisory committee of the staff retirement
plan of the Intemationa Monetary Fund

3 Alan Brown (56}

Chef Investment Officer

joined Schroders in 2005 and was appowted 1o the Board n Juy of
that year Between 1974 and 1995 he worked for Morgan Grenfell,
Posthom Giobal Asset Managernent and PanAgora Asset
Managemernt before joning State Street Global Adwisors becoming
chef rvestrrent officer and vice charman, and executive wce
president of State Street Corporation Amongst other exdermnal
postions he s a trustee of the Carbon Disclosure Project, Charman
of the CFA Advisory Council for Market Integnity end a
non-executive director of Pool Rensurance Company Limited In
October 2009 he was apponted a non-execuiive director of the
Investrment Management Association
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Executwe Vice Chairman and Head of Distmbution

joned Schroders in 19935, when he was responsible for Schroders'
asset management actvities in Raly and from 1999 to 2001 for the
whole of continental Europe He became Global Head of Retall in
February 2001 and was appainted to the Board in August of that
year He became the Head of Distnbuton globally n September
2003 Between 1981 and 1992 he was a founding partner and
chief exacutve officer of Cominvest SpA. From 1992 to 1995 he
was a partner and managing director of Euromercantie SpA He
has boeen a member of the International Advisory Board

of Columbia Business School since 1992 From 2002 to 2005 he
was an independent drector of Banca Nanonale del Lavoro In
March 2005 he became a trustee of the Parasol Unit Foundation for
Conternporary Art, London and in June 2008 he becarme a
non-executve drector of the European Fund and Asset

Management Association
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Nen-executive Directors

10 Sir Peter Job {68)

7 Andrew Beeson [65)

Senior Independent Director

Independent non-executive Director

(Chairman of the Audit Committee and member of the Nominations
and Remuneration Commitiess), was appointed a Director on

1 October 2004 He was the founder and chief executve of the
Beeson Gregory Group and subsequently chairman of Evalution
Group ple, following its merger with Beesson Gregery, before leaving
1IN 2003 He founded the Crty Group for Smaller Companies in 1992
{now known as Quoted Comparyy Allance) and became tts first
chaiman Batwaen 2001 and 2004 he was a director of [P Group
Plc and 1s currently & non-executive director of QC Holdings
Limited, Queen s Club Limited and Westhouse MHoldings plc

He is charman of Datawind UK pic and an adwviser to Armstrong
Bonham Carter

8 Luc Bertrand (59)

Independent non-executve Director

(member of the Audrit and Nominations Committees), was
apponted a Director on 1 March 2006 He s chairman of the
executve committee of the Belgian company Ackermans & van
Haaren NV which he joined in 1985 He was apponted managng
director in 1990 and becarne chamman of the executive committee
N 1996 He started his career as a corporate financier with Bankers
Trust n 1874 Between 1978 and 1980 he held vanous posts,
Including positons N New York, London arkd Amsterdam He s an
Independent Crrector of ING Beigum and vanous other profit and
not-for-profit companies He 1s the chairman of the Belgan Institute
for Comporate Governancs (Gubema) and aiso on the advisory
council of INSEAD Belgum

9 Lord Howard of Penmth (64)

Independent non-executive Director

(member of the Remuneration and Nominations Cormmittees), was
appointed a Director on 20 November 2008 He s chaiman of
Tarchon Capital Management LLP, which manages portfolios of
hedge funds for nstiiutions and high net worth ndmicduals Before
oning Tarchon i 1998, he was deputy 10 the chamman of Lehman
n Europe having previously been responsible for fixed income
denvatves and pnme brokerage in Europe Before joining Lehman
Brothers in 1985, he was the partner in charge at Philips & Drew of
International fixed ncome

Schroders | Annual Report and Accounts 2009

({Chaiman of the Remuneration Committee and member of

the Nominations Committee), was appanted a Director on

5 Novernber 1999 and was appainted Senior Independent
Director in November 2003 From 1991 to 2001 he was chief
executive of Reuters Group plc He & a non-executive director of
Royal Dutch Shell pic and Tibco Software Inc He s also a member
of the supenrssary board of Deutsche Bank AG

11 Meriyn Lowther (56}

Independent non-executive Director

[member of the Audit and Nominations Committess), was
apponted a Director on 1 Apnl 2004 She joined the Bank of
England Economics Division In 1975 and held vanous senior
management pasmions within the Bank inciuding Personnel Director
from 1996 to 1988 and Deputy Chief Cashier from 1991 to 1996
She was appointed Chief Casthwer in 1992, a post she held untd
leaving the Bank in 2004 She 1s a trustes of Henry Smith's Chamy
and of the Winston Churchill Memonal Trust and 1s a member of
the acvisory group to the chief executve of Frogmore Property
Compary Ltd

12 Bruno Schroder (77)

Non-executive Director

[memper of the Nominations Committag), was appointed a Director
N 1963 From 1954 to 1855 he worked for Schroder Gebruder
[Bank] in Hamburg and he joined the Schreger Group in London n
1960 where he worked in the Commercial Banking and Corporate
Finance dwvisions of J Henry Schroder Wagg & Co Lid, London

He 15 a director of a number of prvate imited companies
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Directors’ report

The information contained in the statement from

the Chairman and the Chief Executive, the business
review, the Directors' profiles, the corporate
governance report and the Nominations and Audit
Committees’ reports, the nsk management and
internal control report and the Directors’ responsibility
staternent, fonms part of the Directors’ report

Pnncipal activihes and business review

Schroders plc s the parent company of an
intemational asset management and private banking
group A review of the Group's business dunng 2009
and hkely future developments 1s contaned in the
statement from the Chaiman and the Chief Executive
and in the business review

Results and dwvidends

The profit for the year attnbutable to equity holders of
the parent company was £95 4 milion, compared to
£76 7 million for 2008 The Directors have decided to
pay a second intenm dividend, in ieu of a final
dwidend, of 21 Op per share which will be paid on

29 March 2010 to shareholders on the register of
members at the close of business on 12 March 2010
Dmdends payable in respect of the year and therr total
value are set out below

Ordinary shares and 2008 2009
non-voting ordinary shares £m £m
First intanm dmdend 10 Op

per share {2008 10 Op) 273 275
Second intenm dividend 21 Op

per share (2008 nil pence) - 582

Final drvdend nil pence (2008 21 0p) 578 -

Total dvidend 31 Op per share
{2008 31 Op) 84 9 857

The Schroders plc Employee Benefits Trust and the
Schroder US Holdings Inc Grantor Trust have waved
therr nghts to the dwvidends paid on both the ordinary
and non-vohing ordinary shares in respect of 2009
The Schroders plc Employee Benefits Trust has
waved dvidends due at any time in the future in
respect of all the Trust’s shares
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Investments and disposals

(On 30 September 2009 Schroders took a 33 per cent
interest n a joirt venture with Nippon Life in Singapore
to create Nissay Schroders Asset Management Asta
Limited The joint venture had assets under
management of £211 milion at that date

On 31 December 2008 Schroders took a 33 per cent
interest in a further joint venture with Nippon Life in the
UK to create Nissay Schroders Asset Managerment
Europe Limited The joint venture manages Nippon
Life's European equity assets with £480 million of
assets under management at that date

Directors

The names and biographical details of the current
Directars of the Company are given in the Directors’
profiles section of this report

Robin Buchanan willjoin the Board as an independent
non-executive Director with effect from 4 March 2010

Under the Company's Articles of Association any
Director appointed by the Board may only hold office
urtl the next Annuat General Meeting, when
shareholdars have the opportunity to vote on his
election Accordingly, Robin Buchanan will seek
election in accordancs with the Articles at the
forthcoming Annual General Meeting The Articles of
Association also require each Director to retire from
affice not later than the third Annuat General Meeting
following his or her last lection or re-election to the
Board, and so Michael Miles and Merlyn Lowther wall
both retire from office n accordance with the Articles
and offer themselves for re-election at the Annual
General Mesting In accordance with the Company's
Corporate Governance Guideines, which reflect

the provisions of the 2008 Combined Code on
Corporate Govemance {the ‘Combined Code"),
Bruno Schroder, who has served as a Director for
more than nine years, will retire from office at the
farthcoming Annual General Meeting and will also
offer imself for re-election

After more than 10 years on the Board, Sir Peter Job
will retire as a Director at the concluston of the Annual
General Meeting Andrew Beeson will succeed Sir
Peter as Senior Independent Director and Chaimman
of the Remuneration Committes
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Details of Directors’ service contracts or terms of
appointment are shown in the remuneration report
None of the Directors had an interest in any contract
with the Company or any of its subsidianes erther
dunng or at the end of the year

Caprtal structure and voting nghts

The Company's share capital s compnsed of ordinary
shares and non-voting ordinary shares of £1 each

As at 31 December 2008, 226,022,400 ordinary and
62,755,497 non-voting ordinary shares {including
600,000 non-voting ordinary shares hald in treasury)
were In Issue, representing 78 27 per cent and 21 73
per cent respectively of the total Issued share capital

The non-voting ordinary share class was introduced

In 1986 to permit the operation of an employee share
option plan without diluting the voting nghts of
ordinary shareholders Since then, non-voting ordinary
shares have been used In connection with subsequent
employee share and share option plans The non-
voting ordinary shares carry the same nghts as
ordinary shares except that they do not confer the
nght to attend and vote at any general meeting of the
Companry, and that on a capitalisation issue they carry
the nght to receive non-voting ordinary shares rather
than ordinary shares Dunng 2009, the Company
Issued 2,064,537 non-voting ordinary shares as a
result of the exercise of awards under share and share
options plans Since the end of the year a further
20,000 non-voting ordinary shares have beenissued

The Directors have the authonty to Issue non-voting
ordinary shares in relation to awards made under the
Group’s share and share option plans (as descnbed in
the remuneration report}

The Company does not intend that the 1Issued share
capital should increase over the medium term as a
result of awards under the share and share option
plans The Company ntends to repurchase an
equivalent number of non-voting ordinary shares to
neutralise any dilutive effect of Issues of non-voting
ordinary shares made as a result of those plans,

as descnbed in the notice of the 2010 Annual
General Meeting
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At the tast Annual General Meeting on 23 Apni 2009,
shareholders renewed the Directors’ general authonty
to 1ssue non-voting ordinary shares up to an
aggregate nominal amount of £5,000,000 Renewal
of this authenty will be sought at the 2010 Annual
General Meeting

Also at the last Annual General Meeting, shareholders
gave approval for the Company to purchase up to
14,300,00C non-voting ordinary shares Dunng the
financial year 600,000 non-voting ordinary shares
were repurchased, representing 0 97 per cent

of the issued non-voting ordinary share capital

The aggregate amount of consideration paid for the
shares was £5,854,563 Since the year end a further
450,000 non-voting ordinary shares of £1 each have
been repurchased by the Company representing

Q 16 per cent of the total 1ssued share capital The
aggregate amount of consideration paid for these
shares was £4,385,072 All shares repurchased were
placed in treasury The shares are held in treasury in
order to fulfil obligations N respect of the Group's
share plans As at the date of this report there were
62,775,497 non-voting ordinary shares m 1ssue with
a further 1,050,000 held in treasury Renewal of this
general authonty will be sought at the 2010 Annual
General Mesting

Under the terms of the Schroders Share Incentive Plan
('SIP"), participating employees use therr own funds to
acquire shares in the Company — called Partrership
Shares - and in returmn also receive awards of shares —
called Matching Shares - up to £50 per month To
qualfy for maxmum tax benefits, Partnership Shares
and Maiching Shares must be left n the SIP for five
years Participants are free to withdraw therr
Partnership Shares at any time but if they do sc within
three years of the acquisition of the Partnership
Shares they forfert the corresponding Matchung
Shares, save In certain circumstances set out in the
rules of the SIP Participants are not normalty entitled
to withdraw the Matching Shares from the SIP within
three years of the shares being awarded to them

Under the terms of the Schroder plc Employee
Benefits Trust the Trustee may vote or abstam from
voting, or accept any offer relating to shares, in any
way that it thinks fit In so doing, it may take into
account both financial and non-financial mterests
of the beneficianes or therr dependants
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Directors’ report
continued

Directors’ share interests

The interests of the Directors who were on the Board
in 2009 in the secunties of the Company at the year
end, ¢an be found in the remuneration report

Employees

Details of the Company’s employment practices
{(including the empioyment of disabled persons)
can be found in the corpoerate responsibiity section
of the business review

Change of control

The provisions of the Company’s share schemes
and plans may cause options and awards granted

o employees under such schemes and plans to vest
on a takeover

Chamtable and polical donations

The amount pad by Group companies to chantable
organisations dunng 2009 was £568,688

(2008 £1,127,539} Further information on the
Group's chantable activities canbe found in the
corporate responsibility section of the business
review No political donations or contnbutions were
made or expenditure incurred by the Company or
its subsidianes dunng the year (2008 nd)

Substantal shareholdings

As at the date of this report, the Company has
received notifications, in accordance with the FSA's
Disclosure and Transparency Rule 5 1 2 R, of mterests
in three per cent or more of the voting nghts attaching
to the Company's issued share capital, as setout in
the table below

Creditor payment policy

The Group’s policy and practice in the UK 1s to agree
the terms of payment with suppliers at the time of
contract and to make payment in accordance wath
those terms subject to satsfactory performance

The Group does not follow any cods or standard

on payment practice At 31 December 2009 the
amount owed to the Group's trade creditors in the
UK represented approximately 12 1 days' average
purchases from supphers (2008 10 2 days)

Contractual arrangements
Contractual and other arrangements that are essential
to the business are referred to In the business review

Amendments to Articles of Associaton

Unless expressly specified to the contrary in the
Artictes of Association of the Company, the
Company’s Articles of Association may be amended
by special resotution of the Company's shareholders

Going concem

The Group’s business actmties, together with

the factors lkely to affect its future development,
perforrmance and posiion are set out in the business
review which also descnbes its financial and capital
posihon In addition, the financial statements include
information on the Group's approach to managing
its capital, s financal nsk management objectives,
detalls of ts financial nstruments and hedging
actmvities, and its exposures to credit nsk and
Iiquidity nsk

The Group has considerable financial resources,

a broad range of products and a gecgraphically
diversified business As a consequence, the Directors
believe that the Group ts weli placed to manage 1ts
business nsks despite the current uncertain
economic outlook

Accordingly, the Directors have a reasonable
expectation that the Company and the Group have
adequate resources to continue in operational
existence for the foresesable future They therefore
continue to adopt the going concern basis in
prepanng the Annual Report and Accounts

Voting nghts attached to shares
No of

Class of shares No of voting nghts % of voting nghts
Notfier shares Direct Drirect Indirect Direct Indirect
Vincitas Limited* Ordinary - - 60,951,886 - 2697
Vemtas LUmited* Ordinary - - 39,218,470 - 17 35
Flawda Limited" Qrdinary - - 60,851,886 — 2697
Fernda Limited* Ordinary - — 40,188,706 - 1778
Hams Assocates L P Ordnary 8,603,500 8,603,500 - 381 -

* Vinatas Limited and Ventas Limited act as trustee of cartan seftiements made by members of the Schroder tamily
# The nterests of Aanda Lmited and Fervda Limited ncluda interests n voiing nghts in respect of all the shares in which Vingitas Limited

and Ventas Limited are interestad as trusteas
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2010 Annual General Meeting

The Annual General Mesting will be held at

31 Gresham Strest, London EC2V 7QAat 11 30am
on Thursday, 6 May 2010 Resolutions will be
proposed at the Annual General Meeting to reappoint
PrcewaterhouseCoopers LLP as auditors and to
authonse the Directors to fix therr remuneration

The notice of meeting also contains busiNess in
relation to the general authonty for the Directors to
allot non-voting ordinary shares or to grant nghts to
subscnbe for, or convert secunties into, non-voting
ordinary shares, a general authonty for the Gompany
to purchase its own non-voting ordinary shares,
changes to the Company's Articles of Association,
and renewal of the authonty for the Company to gve
14 days’ notice of general meetings {other than annual
general mestings) Shareholders will also be asked to
approve the establishment of a new Long Term
incentive Pian for Directors and cther senior
executives The Board believes that each of the items
of business are n the interests of shareholders and
recommends them to shareholders for approval

Details of the items of business to be dealt with at the
Annuai General Meeting can be found m the separate
notice of mesting, which 1s also available on our
website www schroders com

By Order of the Board

Graham Staples
Company Secretary

Schroders plc <
31 Gresham Strest

London EC2V 7QA

Regstered number 3909886

3 March 2010

Schroders | Annual Report and Accounts 2009




38

Corporate governance report

Corporate governance review 2009

This section explaing our overall approach to
corporate governance, how we have applied the
principles of the Combined Code, the extent to which
we have complhed with the Code’s provisions and an
explanation of the one area where we have not
complied As one of the UK's largest asset managers,
corporate governance 1s very important to us We are
committed to business integnty, high ethical values
and professionalism in all our activities The Board
supports the highest standards of comporate
governance

Schroders Corporate Governance Guidelines form the
basis for how the Board and its Committess operate,
what 15 expected of Directors and how they discharge
their duties These Guidelines and the Group's other
ceore governance documents, including the Schedule
of Matters Reserved to the Board and the terms of
reference of the principal Board Committees, are
avallable on ocur website at www schroders com or
from the Company Secretary

Subject to the provisions of the Companies Act 2006
and the Company's Aricles of Association, the Board
Is authonsed to manage the business of the Company
The diagram below ilustrates the Group’s high level
governance framework and how authonty 15 delegated
from the Board

The Board has monitored closely the developments
In corporate govemance following the recent financial
cnsis As an investor and as a listed company we
support the generat ams of the Walker Review

to iImprove corparate gavernance in the UK

Execution of Strategy

Independent Oversight

Board

\
Delegaton of authonty

Delegation of authonty to indmduals

Chief Financial
Officer

Group Management
Committee

|
Delegation to Board Committees
|

*Board Audit * Remuneration *Nominations
Committee Committee Committee

S

Supperted by

Group Risk
Committee

*The Board Committees are cormposed entirely
of non-executive Directors of Schroders plc
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The role of the Board

The Beard ts accountable to shareholders for the
creation and delivery of strong, sustainable financial
performance and long-term shareholder value The
Board achieves this by its own decision making,
delegating respensibility to Board Committees and
authonty to the Chief Executive Certain matters can
only be decided by the Board These are contained

in a Schedule of Matters Reserved to the Board and
include consideration and approval of such matters as

— The Group's strategy,

— Acquisttions and disposals,

- The Group’s capital,

— Significant new business actmties,

— The Annual Report and Accounts and other financial
statements,

— The annual budget, and
— The 1ssue and repurchase of the Company's shares

The composrhon of the Board

Throughout 2008, there were 12 Drrectors In addiion
to the Chairman, there were five executive Directors
and six non-executive Directors, of whom five were
considered by the Board to be independent Philip
Mallinckrodt joined the board on 1 January 2009 and
Kevin Parry, who was already a member of the Board,
became an executive Director on the same date
Biographtcal details of the Directors are set out inthe
Directors’ profiles section of this report

On 4 March 2010 Robin Buchanan will be appointed
as an independent non-executive Director Sir Peter
Job will be retinng as a Director at the conclusion

of the Annual General Meeting on 6 May 2010

The Chaiman 1s Michael Miles He 1s responsible for
leading the Board His other responsibiliies are to
ensure the effectiveness of the Board, monitor and
evaluate the performance of the Chief Executve
and ensure there 15 appropnate dialogue

with shareholders

The Chief Executive 1s Michael Dobson He s
responsible for the executive management of the
business of the Company and its subsidianas
This ncludes recommending the Group's strategy
to the Board

The Chairman and Chief Executive each have a
written job descnption settng out therr respective
responstbilities Michael Mites” job descnption was
reviewed and updated 1n 2007 Michael Dobson's
job descrption was reviewed and updated in 2008

The Senior Independent Director is Sir Peter Job Heis
avaitable to shareholders if they have concems which
have not or cannot be resoived through discussion
with the Chairman or the executve Directors Sir Peter
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also charrs mestings of the non-executive Directors at
which the performance of the Chairman 1s reviewed
Andrew Beeson will succeed Sir Peter as Senior
Independent Director when Sir Peter retires n

May 2010

The non-exscutive Directors considered by the Board
to be independent are Andrew Beeson, Luc Bertrand,
Sir Peter Job, Mertyn Lowther and Lord Howard Sir
Peter ceased to be independent under the Combined
Code at the 2009 Annual General Meeting, having
served for more than nine years since his first glection
tc the Board The Board however considers that Sir
Peter continues to be Independent in character and
judgement, notwithstanding his long service as a
Diractor, and that he makes a significant contribution
to the Board's effectiveness The Board also
considers that Sir Peter continues to be well qualfied
for the role of Senior Independent Director Bruno
Schroder does not meet the test of independence in
the Combined Code The Board considers that he
bnngs valuable expenence tc Board deliberations

and that at ali times he acts in the best interests of
the Company

President George W Malinckrodt, KBE, retred as a
Director of the Company on 31 December 2008 The
Board is delighted that he continues as President of
the Company following his retirement

Time commitment Although non-executive Directors
are not required to commut a specific number of days,
they are expected to commit sufficient tme in order for
them to discharge ther duties appropriately The
Board is satisfied that the Chairman and each of the
non-executive Directors committed sufiicient time
dunng 2009 to the fuffiment of therr duties as
Directors of the Company

External non-executive directorships The Board
believes In the benefit of executive Directors and other
employees accepting non-executive directorships of
other companies in order to widen ther skills and
knowledge for the benefit of the Company The Board
has adopted a policy on extemal appointments which
15 designed to ensure that employees remain able to
discharge their responsibilities to the Group Under the
policy, executive Directors should normally not take on
more than one non-executive directorship of a major
company or any chairmanship of such a company
Directors and employees are usually permitted to
retain any fees paid in respect of such appointments

To avoid potential conflicts of interest, non-executive
Directors inform the Chairman before taking up any
external appointments

Board meetings The Board held five meetings dunng
2009, including a two-day meeting at which the
Group's strategy was reviewed The Board has an
18-month roling plan of items for discussion, agreed
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Corporate governance report

continued

between the Chamman and the Chief Executive This
plan 1s reviewed and adapted regularly to ensure that
all of the Matters Reserved to the Board, as well as
other key 1ssues, are discussed at the appropnate
time At each Board mesting in 2009 the Chief
Executive provided a review of the business and how
it was performing and the Chief Financial Officer
provided a detailed review of the Group's financial
position The range of subjects discussed by the
Board included

- The strategic development of the Group, including
its people strategy,

— The Group's financial results,
— The budget for 2010,

— The Group's capital,

~ The key nsks facing the Group,

- Our businesses N Asia, continental Europe and
the Amencas,

— Our key business areas including Equities,
Fixed Income, Distnbution, Alternatives and
Pnvate Banking,

— The Group’s corporate responsibility and chantable
gving policies,

— Comporate development, and
- Regulatory and governance matters

Attendance at Board meetings 1s set out mthe
table below

Maximum poasible Meeatings

And

0w att

Michae! Miles
Andrew Beeson
Luc Bertrand
Alan Brown
Michael Dobson
Lord Howard

Sir Peter Job
Martyry Lowther
Philip Mafinckrodt
Kevin Parry
Bruno Schroder
Massimo Tosato

oo, Qg
oo W

Information provided to the Board Before each Board
meeting Directors receved comprehensive papers
and reports on the 1ssues to be discussed Senior
executives below Board level alsc attended meetings
to make presentations on therr areas of respensibility
This and other meetings gave the non-executive
Directors the opporturity to have direct access toa
broader group of executives In addibon to Board
papers, Directors were provided with relevant
information between meetings This included
mnformation on ranagement changes, analysts’
commentanes an the Company, informaticn on the
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competitive environment and the asset management
industry generally, and copies of the minutes of Group
Management Committee mestings

In order to keep the Board informed of wider
developments within the business and on general
1ssues affecting therr role as Directors, speciiic bnefing
sessions were also held These were open {o all
Drrectors The Board held two bnefing sesstons in
2009 covenng structured investments, liability dnven
investments, mulb-assets, and multi-manager
businesses, and fraud nsk and prevention We shall be
continuing with these bnefings in 2010

Induction All new non-executive Directors undertake
an induction programme to introduce them to the
Group's business, operations and govemance
arrangements Theinduction programme Includes
meetings with senior management, visits to offices,
presentations on key business areas and relevant
documentation

Support to the Board The Board Secretary 1S
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 at the Company's
expense

Insurance and indemnities The Company mantams
appropnate Directors' and Officers’ lability insurance

At the 2007 Annual General Meeting, shareholders
authonsed the Company to provide indemnities to
[rrectors in certain crrcumstances and to fund
Directors’ defence costs The Company has
subsequently granted specific deeds of ndemnity 1o
each of the Directors including Directors apponted
singe the 2007 Annual General Meeting

Conflicts of interest The Board approved a policy on
conflicts of interest in 2009, in light of changes to the
law resulting from the implementation of the
Compantes Act 2006, under which Directors are
required to disclose all actual and potential conflicts
The Board reviewed and approved these for each
Director as disclosed by them The Board may impose
restnctions if these are deemed necessary A register
of conflicts 1Is maintained and all actual and potential
conflicts are reviewed annually

Chairman’s Committee Meetings of the Chairman
and non-executive Directors, usually without all of the
executve Directors present, are held pror to most
scheduled Board meetings Four such meetings
were held in 2009 and matters discussed included
the evaluation of the Board, the performance of the
Charrman and the Chief Executive, investment
performance and remuneration issues The Chief
Executive attended thres meetings at the invitation

of the Chairman




Delegated authonties The Board has a formal
schedule of matters reserved 1o 1it, subject to which
authonty to manage the business 1s delegated to the
Chief Executve He in tum delegates authomnty 1o the
senior executive team which meets as the Group
Management Commitiee Thisis chared by the Chief
Executive and generally meets twice each month to
oversee the management of the Group’s business

The current members and their areas of responsibility
are set out below

Michael Dobson Chisf Executive
Gecff Blanning Head of Emerging Market
Debt and Commodities

Alan Brown Chuef Investment Officer
Kar Dasher Head of Fixed Income
Jamie Dormen Smith Head of Amencas
Lester Gray Head of Asia Pacific
Ken Larnbden Head of Equities
Philip Mallinckrodt Head of Private Banking
Kevin Parry Chief Financial Officer
Markus Rustimann Chief Operating Officer
Massimo Tosato Executive Vice Chairman and
Head of Distnbution

John Troiano Head of Global Instiiutional Business

Howard Trust General Counsel

The Board delegates certain of its responsibifities toits
Remuneration Committee, Nominations Committee
and Audit Committee Reports on the Committees'
actmties dunng the year, together with summanes of
the terms of reference of these Committees, are set
out In the subsequent sections of this corperate
governance report The Charmen of the Audit,
Remuneration and Nominations Commiitees reported
to the Board on the matters considered, and any
significant 1ssues that had ansen, at the next Board
meeting after the Committees had met Directors
receive coptes of the minutes of Committee meetings

Board effectiveness

Evaluation The Board, led by the Chairman, reviewed
the effectiveness of the Board and the pnncipal Board
Committees The Board considered altemative
evaluation methods and agreed that intemal
evaluation, using a Schroders specific questionnaire
complemented by intervews between the Chairman
and indmdual Directors where required, was
appropnate The performance of the Board
Committees and individual Directors was considered
as part of this evaluation process The responses to
the questionnaires were analysed and discussed with
the Chairman A report was prepared on the findings
of the evaluation process and this was considered by
the whole Board at its meeting in March 2010

The performance of the Chief Executive was
considered by the Charman’s Committee agamst his
agreed objectives for the year The cutcome was
discussed by the Chairman with the Chief Executive
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Amesting of the non-executive Directors, led by

Sir Peter Job in his role as Senior Independent
Diractor, also assessed the perforrnance of the
Chairman with input from the whole Board Sir Peter
discussed the outcome of this review with

the Charrman

Shareholider relations

Ongoing communication across the Company’s
shareholder base, ncluding institutional investors and
private and employee sharehaolders, 15 achieved manty
through the publication of the annual report and
intenm management statements, the announcement
of significant developments affecting the Group and
the Annual General Mesting Corporate and mvestor
information, ncluding webcasts of the presentations
of the internm and final results made by the Chief
Executive and Chief Financial Officer, can be found at
www schroders com

The Board as a whole 1s responsible for ensuring that
dialogue with shareholders takes place Dunng the
year the Chief Executive, the Chief Financial Officer
and other senior executives conducted a senes of
meetings with, and presentations to, institutional
investors, analysts and prospective shareholders to
review the Group's strategy and to discuss corporate
govemance matters Cver 100 such meetings were
hetd in 2009 The Charman is also available to meet
institutional sharehoiders, as 1s the Senior
independent Director Feedback from shareholders 1s
provided to the Board by the Charman, the Chief
Executive and the Chief Financial Officer

The Annual General Meeting provides shareholders
with an opportunity to question the Chaiman and
other Directors, including the Charmen of the
Remuneration and Audit Commitiess The Chuef
Executive provided shareholders at the meeting in
Apnl 2009 with a review of the Group’s business In
2008 and an update on our resulis for the first quarter
of 2009

The Annual Report and Accounts and the notice of
meeting are sent to sharsholders at least 20 working
days pror to the date of the Annual General Meeting

Comphance with code provisions

The Company comphed with all of the prowsions of
section 1 of the Combined Code throughout the year
except for one Less than half of the Board (excluding
the Charman) compnsed independent non-executive
Directors Bruno Schroder 1s a representative of the
pnncipal shareholder group and the Board considers
that it ts appropniate for this group 1o be represented
on the Board and Sir Peter 1s considered by the Board
to be Independent as descnbed above

Michael Milgs A/l/L,
Chairman 0\.0/{ e Ve
3March 2010

/
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Remuneration report

Remuneration Committee Chairman's statement
We report to you this year on remuneration decisions
reflecting a good performance by the Group We
achieved strong investment performance for clients
and record net new business INflows

Wae report on key actions we are taking to tighten the
link between remuneratron and Group strategy An
important change for which we seek your support at
the 2010 Annual General Meeting 15 a Long Term
Incentve Plan for executive Directors and other senior
employees who are cnbical in developing long term
shareholder value The payout under this Plan is
condrtional on performance in the key arsas of net
new business and eamings per share return
compared with a composite Index

We further report on other significant changes
designed to bring us more closely n ing with the latest
stipulations and recommendations of regulators and
shareholder groups Although our level of compliance
has been considered acceptable in the past we
beleve that we must push forward in this area at a
time of increasing external scrutiny

Schroders | Annual Report and Accounts 2009

Finally, we have responded to the call for more
detalled explanation of the rationale behind bonus
allocation In doing so, we draw on the resufts of our
work over recent years, made in close co-operation
with the management team, to introduce a consistent
framework of targeting and assessment

| am retinng from the Board at the forthcoming Annual
General Meeting after ten years, including six years as
Remuneration Committee Chairman | would ke to
thank shareholders for their approval of our
Commuittee reports thus far and express the hope that
the changes we are laying before you now and in
future will continue 1o attract your support

Sir Peter Job
Chairnan, Remuneration Committee

3 March 20H0O
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In this report we detail the role of the Remuneration Committee, its responsibilities, membership and the
matters considered dunng the year It descnbes the overal remuneration policy of the Schroders Group and
gives detalls of the compensation amangements in place for Directors for the year ended 31 December 2009
It has been prepared in accordance with the Companies Act 2006 and the Combyined Code

Composrttion of the The current members of the Committee are
Committee Sir Peter Job (Chairman}
Andrew Beeson

Lord Howard of Pennth

There were no changes to the Committee membership dunng the year Luc
Bertrand will join the Committee and Andrew Beeson will becorme Chairman of
the Commuttee at the end of the 2010 Annual General Meeting when Sir Peter
Job retires from the Board

Attendance The Committee met five tmes in 2008 and there was full attendance at all
meetings by members

Other non-executive Directors, as well as the Chief Executive and Chief Financial
Officer, attend Committee mestings by inwitation They were not involved N
dectsions relating to their own remuneration

Senior Hyman Resources executives attended the meetings as remuneration
specialists and to advise on market practice

The Chief Financial Officer advised on matters connected to the Company’s
financial performance

The Chief Risk Officer attended one meeting dunng the year to report on nsk
matters

Adwisers PncewaterhouseCoopers
PncewaterhouseCoopers provided adwice to the Committee and to management
on deferred award plans

PncewaternouseCoopers are the Group's external auditors

The provision of non-audit services by PrncewaterhouseCoopers is subject to
scrutiny by the Audit Comrmittee and any service that might lead to a conflict of
interest must be approved

MclLagan

McLagan provided the Committee with information on market posiioning and
current market conditions

Hewitt New Bndge Street
Hewntt New Bndge Street provided information on share option valuations and
shareholding targets

All of the above were appointed by the Committeg
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Remuneration report
continued

Responsibilibes of the Commuttee

The Committee’s roles to review and approve the remuneration strategy and policies for the Group including

a respensible appreach to the Group's annual compensation review The Remuneration Committee’s terms of
reference include responsibility for setting the over-arching pnnciples and remuneration policy on a Group-wide
basis, and this approach has been followed by Schroders for a number of years It also determines the
remuneration of the executive Directors, and monitors the level and structure of remuneration for

senior management

The responsibiities of the Committee are to

- Review and approve, on an annual basis, the remuneration strategy for the Group, as recormmended
by the Chief Executrve,

- Review and approve the remuneration approach for use n the Group’s annual compensation review,
- Fix the remuneration of each of the executve Board members,

- Review and recommend to the Board the design and operation of the long termn incentive plans and share
option schemes, Including any performance-related pay for executives,

- Monitar the level and structure of remuneration for senior managerment,

- Rewiew and recommend to the Board the remuneration of the Charman, the Board Secretary and, from
1 January 2010, the Chief Risk Officer,

- Rewiew and approve, employee remuneration packages which are of a value greater than, or guaranteed for
a duration longer than, the levels set by the Board,

- Approve contractual termination arrangements and exit packages for executive Board members on an
incviclual basis,

— Approve the appointment (and rotation} of external compensation adwisers 1o the Committee,
— Provide an annual report to the Board of the Group’s remuneration polcy,

- Conduct an annual review of the Committee's performance, penodically reviewing the adequacy of its Terms
of Reference and recommending to the Board any changes, and

- Undertake appropnate discussions as necessary with institutional investors and the FSA on policy or other
aspects of remuneration

A member of the Audit Committes serves on the Remuneration Committee in order that any nsks associated
with setting remuneration and any circumstances that could matenally increase the exposures to nsk faced by
the Group can be reported back to the Audit Committee

The Committee reviewed 1ts terms of reference, which are aligned to the Combined Code, having regard to
regulatory guidance during the year from the FSA, major investor representative groups and best practice in the
market The terrns of reference confirm that the Commuttee has oversight of remuneration policy and outcomes
i respect of the senior management of the Company The full terms of reference of the Commitiee are available
at www schroders com or from the Company Secretary

The annual evaluation of the Comnmuttee’s effectiveness, required under the Combined Code, was undertaken
as part of the overall board evaluation process in February 2010 The spectfic findings relating to the
Remuneration Committee were discussed with the Committee Charman

Report on the Committee’s actvities in 2009

Dunng 2009 we undertook a review of our remuneration practices with three objectives, to better align
remuneration policy with Group strategy, to take into account emerging regulatory guidance, and to meset
insttutional guidelines

The Group’s value proposition 1s based on compebtive and sustamable investment performance, translated
Into a broad product range that meets the investment needs of chents, and efficiently leverages our global
distnbution capability Performance across this value chain is reflected in our annual bonus scheme

We believe that success in these areas converts into growth in net new business and earmings per share

We are therefore proposing to ntroduce a share based Long Terrn Incentive Plan (LTIP), for which shareholder
approval 1s required, in order to ncentivise key employees in relation to further growth in eamings per share and
net new business over four year measurement penods

The Plan is designed to help us i the process of targeting and Iinking awards to longer term performance
The proposed LTIP provides executive Directors with potential remuneration upside but also downside nsk
through the exchange of part of therr deferred bonus for a performance linked LTIP award
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50 per cent of the cost of the overall LTIP award will be included within cur revised compensation KPI, the level
of bonus to pre-bonus profit before tax and exceptional items (the profit share ratio), as approved by the Board
and to be reported to shareholders every year This measure replaces the previous compensation to operating
revenue ratio The change in the ratio Increases focus on the control of all costs Further information on the
proposed LTIP s included in the circular that contains the notice of Annual General Meeting

Dunng the year the Committee also reviewed our remuneration policies taking account of FSA recommended
best practice and the following changes have been effected

2009 2010
Bonus pool based upon compensation {0 revenue rato Bonus pool based on a bonus to pre-bonus profit before tax ratio
Bonus deferral for senior officers 50 per cent No change
Bonus deferraf three years minimurm with leaver forferture No change
Deferred bonus n Company shares/funds No change
No Long Term Incentve Plan Long Tam Incentve Plan pending shareholder approval
Limited nsk review n setting bonus poot Risk revew including reports from the Chuaf Executrve and
Chief Risk Officer
The Commuttee also considerad

— 2008 and 2009 annual compensaton reviews,

— The compensation review process,

- The 2008 bonus pool for discretionary bonus awards,

— Objectives for the Chief Executive,

- Feedback from Institutional Investors,

- Tax treatment of pnor year ECP awards and tax treatment of future deferred awards, and
— Bonus payroll tax

Remuneration policy and 2009 performance

In seeking to attract and retain talented staff, Group policy 1s to offer relatively modest salanes in companson to
other FTSE 100 companies These are infrequently adjusted and were not ncreased for executive Directors in
2009 In addition, we offer non-pensionable vanable rewards which can be hugh in years of goed performance
These are delivered in the form of an annual bonus paid out of a pool agreed each year by the Board There 1s
a significant degree of three-year deferral nto Schroders’ shares and funds It 1s now further proposed, as
referred to above, to extend this concept by introducing long term performance-lnked share awards

Our 2009 results were affected by the financial cnsis, with a coresponding impact on the 2009 bonus poo!,
which was calculated as a percentage of compensaton to revenue The Board took the view that 2008 was
nevertheless a good year for Schroders, since tmely measures were taken to cut costs and grow the business
at the same time The Board therefore decided to imit the reduction in the bonus pool to 8 7 per cent (ona
currency-adjusted basis) by raising the compensation to operating revenue ratic from 45 per cent in 2008

to 49 per cent In 2009 Since good performance dunng the year in generating net new business will favourably
impact results in the following year, the Remuneration Committee expects the percentage of compensation to
revenue to go down in 2010 The bonus charge wall for the first time in 2010, be defined as a percentage of pre-
bonus profit before tax and exceptional tems, instead of a percentage of operating revenue The transition 15
being mplemented so that the sum of the bonus pool I1s neither Increased nor decreased directly as a result

of the change Comparability with previous years will be maintained

Directors’ bonuses are not subject to Indwdual caps The overall bonus pool 1Is capped each year by the Board,
as descnbed above, and Directors' bonuses are framed proportionately Bonus payments to executive
Drrectors were based on targets set in advance, covenng indwmdual and team respensibiiies These wereto a
large extent achieved and in many cases exceeded The targets covered both personal performance and the
pnncipal drivers of the business, notably supenor investment performance converted by good marketing and
sales into a net increase In assets under management and a positive pre-exceptionals proiit before tax
performance agamnst budget 72 per cent of funds outperformed benchmark or peer group over the twelve
months to 31 December 2009 Net new business was at record levels as detaled in the business review and
compared favourably with what we know of competitor performance Profit before tax and exceptional items
was ahead of budget by 30 per cent

Cther targets included perfermance of Pnvate Banking, which made tangble progress but stilt suffered more
than the rest of the business from the financial cnsis Objectives agreed by the Board for the Chuef Executive
included cost control (£57 million was cut on an annualised basis before the adverse effect of £45 midion due
1o currency fluctuations) and the retention of talent needed to sustan our performance, in terms of INvestment
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Remuneration report
continued

performance and net nflows The Committee was pleased to note that our retention level was satisfactory
Management of the Company's own investment portfolio was also considered in assessing performance
of the Chief Financial Officer and other executve Directors

Despite exceptional ncome statement losses within revenue of £39 1 mulion, the Committee noted that the
basic factors drving the main losses had been taken into account in the 2008 bonus round, and the undertying
exceptional profit refating to 2009 was £19 1 millon Personal performance evaluation of the Chief Executive
was conducted by the Charman, after consultation with non-executive Directors, and the Chairman
summansed huis conclusions to the Committee Evaluation of the other executive Directors was conducted by
the Chief Executive, who reported to the Comnittee The Committea receved a report from the Chief Risk
Officer to confinm that there were no known matenal outstanding threats 1o the business The Cormmittes
received a year end report from the Chef Executive on the undertying business The Comrrittee also receved
an update on bonus levels amongst competitors

After consideration of these reports, the Committee decided on bonus payments as follows

—- The Chief Executive's bonus declined by 11 1 per cent compared to the previous year The bonuses of other
executive Directors atso declined

— Bonuses for executive Directors were subject to 50 per cent deferral for three years in Company shares and
funds, so that Directors nsk forfeiture if they leave prematurely, and share in falls in the Company's share
pnce over at least three years See details of the Equity Compensation Plan 2000 set out below

— The Commuttee approved the Chief Risk Officer’s bonus directly

— Bonuses for other staff were decided by the Chief Executive taking into account indmvidual periormance
against objectives, the performance of the area or function of the business in which the indvidual workea
and the levels of reward for comparable roles in the external market The Committee had oversight of the
amounts paid to semor staff, as well as the mecharisms used to determine therr levels and the proportionate
amount of deferral required It had regular opporturities to discuss these matters with management

The general policy 1s to avoid guaranteed bonuses None of the executive Directors has such a guarantee
There are, however, times when guaranteed benuses form part of the initial package necessary to recruit
senior employees

It remains the Committee's prachce and intention to grant share options spanngly, principally to assist in
recruitment where necessary

The balance between the fixed and vanable elements of the total compensation package for each of the
executive Directors was as follows

O Vanable -
defarred bonus
O Vanable — cash
B Fixed*
33%
40 40%
44% 41% % L U0
30%
% L____/36% 7%
N .
- 16% 22% 37% 24% 23%
Michasl Alan Philip Kevin Massimo
Dobson Brown Mallinckrodt Parry Tosato

* Fixed ncludes base salary other cash payments, banefits-in-kind {2ach as disclosad 1n the Directors” emolurnents table) and pension
entitlements
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The Group provides its compensation in the following form

Base salary (fixed)

For executive Directors, base salanes are adjusted infrequently The salary of the
Chief Executive 1s £400,000 per annum and the salanes of the other executve
Directors are set at £300,000

Base salary 1s the only element of remuneration that 1s pensionable The level of
contnbution into the UK pension scheme 1s subject to a notional eamings cap
{see notes to the accounts — Retirement benefit obligations}

Benefits

Executive Drectors can parbicipate in the Group’s fliexible benefits plan on the
same basis as other UK employees

Two executive Directors received a taxable cash allowance in leu of pension benefits

Share Incentive Plan

The Share Incentive Plan that was introduced in 2006 for all UK-based employees
broadens the number of employee shareholders 68 8 per cent of UK employees
including Michael Dobson, Alan Brown, Kewvin Parry and Massimo Tosato
participated in the Plan as at 31 December 2009

Equity Compensation
Plan 2000 (vanable}

Key employees recave part of therr discretionary bonus in the form of deferred
awards under the Equity Cormpensation Plan ('EGP') on terms designed to align
therr interests with those of shareholders and 1o retain ther services

These awards do not give nse to any immediate entitiement but may be exercised
in full from the third anniversary of the grant date provided that the participant
contmues to be employed by the Group

The followang forferture provisions apply if a paricipant resigns before the three
years have elapsed

Completed years of service Less than 1 1zand«2 =22and <3
from date of award.
Percentage of award forfeited 100% 66 7% 333%

In general the first £50,000 of any deferred award 1s provided in share awards and
any balance, subject to a minimum fund award of £10,000, 1s delvered equally in
share awards and fund awards The level of fund awards may vary in certan
locaticns where local practice or legal restrictions restnct or preciude the use of
fund awards

ECP awards are not subject to further performance conditions as they are
considered as already having been eamed by reference to performance

ECP Share awards

Share awards can be granted over erther ordinary (used wherever possible} or
non-voting ordinary shares in the Company and are normally structured as nghts
to acquire shares at nil cost

At the third anniversary of the date of grant the award 15 increased by 20 per cent
If the employee chooses to leave the award within the ECP until the fifth
anniversary, the award I1s increased by a further 11 1 per cent Dividends are
accrued in respect of share awards after the fifth anniversary ending with the date
on which awards are exercised No dwvidends are paid in respect of share awards
pnor to the fifth anniversary, but awards left in the ECP thereafter are adjusted to
reflect dvidends paid after the fifth anniversary  Since these increases are not
performance-inked, the Commuttea has decided not to include those increases,
when the present plan is proposed for renewal next year, and instead to adjust
awards to reflect dmdends paid

Share awards not previously exercised are deemed to have been exercised on the
tenth anniversary of therr date of grant

Dunng 2009 the rules of the ECP were amended to allow participants to elect to
accelerate the exercise of any share awards which had not reached the fifth
anniversary of the date of grant and to receve on exercise ordinary or non-voting
ordinary shares subject to restnctions (‘restncted shares’)
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Remuneration report

continued

ECP Share awards The restnctions on the restncted shares mirror the restnctions on the ongnal share

{continued) awards, including the forfeture prowisions, and therefore shareholder approval was
not required In February 2010 the rules were further amended to allow new
awards to be granted over restncted shares

ECP Fund awards Fund awards are notional mvestments in a range of Schroders’ investment

funds and can be granted by the Committee as an alternative to share awards
These fund awards are re-valued in ine with the perfiormance of the relevant fund
and are pard out in cash upon exercise

Fund awards not previousty exercised are deemed to have been exercised on the
fifth anniversary of therr date of grant

The rules of the ECP were also amended in February 2010 to allow participants to
elect to accelerate the exercise of any fund awards which had not reached the
third anniversary of the date of grant and to receve on exercise units In funds
which are subject to restnctions {‘restncted fund units’) and to allow new

awards to be granted over restncted shares The restnctions on the restncted
fund units mirror the restnictions on the onginal fund awards, including the
forferture provisions

Equity incentve Plan
2008 (vanable)

The Equity Incentive Plan provmdes awards over shares, restncted for five years

If a participant resigns before the five years have elapsed forfesture provisions

will apply [ts purpose Is to Increase the shareholdings of key employees below
senior management, for whom the LTIP will apply 699,738 shares were awarded
In 2009

The following forfeiture provisions apply if a participant resigns before the five
years have elapsed

Completed years of service Lessthan 3 3z and <4 2z 4 and <5
from date of award

Percentage of award forferted 100% 66 7% 333%

Share Option Plan 2000
{(vanable)

Under the Share Option Plan 2000, the Company grants market value share
options over non-voting ordinary shares Options usually become exercisable if the
option holder remains wath the Group for at least three years For executve
Directors, n ine with market practice, options usually become exercisable if the
performance target has been met at the third anniversary, being the Company’s
eamings per share growth which must be at least four per cent per annum above
the increase in the Retail Prce Index over a three-year penod There 1S no retesting
If the performance target 1s not met after three years Share options granted to
other employees have no performance conditions

Proposed Long-Term
Incentrve Plan (vanable)

We are proposing to introduce a share based LTIP in ¢rder to incentmse key
employees in relation to further growih n earnings per share and net new business
over four year penods This proposed plan requires shareholder approval which will
be sought at our Annual General Meeting n May The Plan takes into account the
views of our major shareholders

The Plan s designed to help us n the process of targeting and linking executive
rewards to longer term performance The Plan has stretching performance cntena
The overall cost of remuneration will only increase once the Plan reaches the

50 per cent payout level Executive Directors will have downside nsk as therr
bonuses will be reduced by 25 per cent of the inial maximum value of any awards
granted to them Full details are provided in the circutar that contains the notice of
Arnual General Meeting

Schroders | Annual Report and Accounts 2009




49

Performance graph

The following performance graph shows the Company's total shareholder retum performance, compnsing

share price movements plus the value of dwidends reinvested, compared to the FTSE 100 Index This index

was chosen by the Committee because 1t 1s the pnncipal iIndex in which the Company's shares were quoted |
dunng the penod

The graph shows the annual percentage change in the value over each financial year of an initial amount
invested in Schroders plc on 31 December 2004 to 31 December 2009 compared with the same initial
amount invested in each of the companies making up the FTSE 100 Index
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04 05 06 o7
— Schrogders ordinary shares == Schroders nen-voting ordinary shares === FTSE 100 Index
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Remuneration report
continued

Personal shareholding policy

In order to align the interests of the most senior employees with those of shareholders, the executive Directors
and the other members of the Group Management Committee are required, over tme, to acquire and retan

a target holding of Schroders shares or nghts to shares, eguivalent to 300 per cent of annual base salary
Rights to shares include the after tax value of share awards granted subject to the rules of the Equity
Compensation Plan

For each executive Director {other than Kevin Parry who became an executive Director on 1 January 2008)
as at 31 December 2009, based upon the share pnces at close of business on that date, this target had
been achieved

Service contracts

The Committee’s general policy 1s that each executive Director should have a roling contract of employment
with mutual notice penods of six menths When recruting executive Directors, the Committeg’s policy s that
contracts should not contain any provision for compensation upon early termination and that the parties should
rely on employment nghts conferred by law In the event that compensation for earty termination 1s payabte, the
Committee’s policy 15 to seek to keep such compensation to an appropnate level

The fallowing table provides detaills of service contracts of the executive Directors who served dunng 2009

Motice Notice
Date of Nature of penod from penod from
contract(s) contract Company Director

Executive Directors

Michael Dobson' 18 October 2001 Roling 12 months 6 months
Alan Brown 17 May 2005 Rollng 6months 6 months
Phitp Mallinckrodt? 4 February 2002 Raoling 6menths 6 months
Kevin Parry® 17 December 2008 Roling 6 months & months
Massimo Tosato? 27 July 2001 and 1 August 2001 Roling 6 months 6 months
Notes

1 if Michael Dobson'’s employment 1s terminated by the Company without Gause he wauld be entiled to receve the ecuavalent of
one year's compensaton calculated as the annual average of the aggregate of base salary discretionary cash bonus and awards
under the Equity Compensation Plan recenved in the preceding three years

2 Philip Malinckrodt's contract onginatly related o his employmerst pnor to joining the Board of Directors on 1 January 2009 His notice
penod was Increased from three months to sx months on 24 February 2010

2 Kewvin Pany previously had a contract dated 16 December 2002 related o his appomntrmert as a non-executive Director prior to
becoming an employee and executve Director on 1 January 2009

4 Massimo Tosato's contract dated 27 July 2001 relates to his UK duties and his cantract dated 1 August 2001 relates 1o his
ntermational duties Under these contracts he would be entitied to 12 months' compensaticn (calculated as base salary, discretionary
cash bonus and any award under the Equity Compensation Plan for the previous year) upon earty retirement

Executive Directors’ non-executive directorships

The Board may permit executive Directars to take on non-executive directorships in other organisations, in
order to widen their skills and knowledge for the benefit of the Company, prowvided that it I1s satisfied that such
an appointment would not be to the detnment of therr responsibilities to the Company or represent a conflict of
Interest It 1s the Group’s policy to allow executive Directors to retain any fees eamed from such appointments
Alan Brown receives £26,625 per annum from Pool Reinsurance Company Limited Kewin Parry receives
£45,000 per annum from Intermediate Capital Group PLC

Non-executive Directors

Non-executive Directors’ appointments are subject to the re-election requirements of the Company's Articles
of Asscciation and are without a fixed term Baoth non-executive Directors and the Company are required to
grve reasonable notice to terminate their appointment There are no contractual provisions for non-executive
Directors to recewve compensation upon termination

The following table provides the dates of the current appomntment letters of the non-executive Directors who
served dunng 2009

Date of ietter of appointment

Michael Mies 17 December 2002
Andrew Beeson 1 October 2004
Luc Bertrand* 20 February 2006
Lord Howardd* 20 November 2008
Sir Peter Job 23 Decamber 2002
Meriyn Lowther* 4 March 2004
Bruno Schroder 24 Decemnber 2002

* Directors with a mutual notice penod of s months
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Fees for the Chairman and other non-axecutive Directors are determined by the Board based on market
information suppled by Hewtt New Bndge Street Non-executive Directors do not participate in decisions
conceming therr indmdual fees Fees are usually reviewed bi-annually They have remained the same since
July 2008 and will be reviewed duning 2010

The fees payable are as follows

Current
Non-executive Directors’ fees €
Board charman 250,000
Board member 55,000
Audit Committee member 12,500
Audit Committee charman® 20,000
Nominatiens Committee member Nil
Nominations Committee charman Nil
Remuneration Committee mamber 12,500
Remuneration Commitiee charmar® 15,000

* In addtion to the Committee membership fee
The Senior Independent Director receives no additional fee for services as the Semor Independent Director
Awards from the Group's incentive and pensien plans are nct made to non-executive Directors

Letters of appointment and service contracts are avalabte for shareholders to view at the Company's registered

office on business days between the hours of 8am and 5pm and at the Annual General Mesting

Directors’ remuneration in 2009

Directors’ emoluments {audited information)

The emoluments (not including any pension entidlements, nghts to shares and nghts to fund awards) of the
Directors of the Company in respect of the penod for which they were in office In the relevant year, including
therr remuneration in respect of subsidiary undertakings, compnsed

Salary Annual
and Othar cash Bonefits- cash 2009 2008
fees payments’ in-kind* bonus Total Towa
£'000 000 £'000 £000 £'000 1000

Executive Directors
Michael Dobson {Chief Executive) 400 59 8 1,200 1,667 18186
Alan Brown 300 33 4 550 887 934
Philip Mallinckrodt 300 10 2 300 612 -
Kevin Parny? 300 - 3 500 803 80
Massimo Tosato 300 11 35 900 1,246 1,414
Former executive Director
Jonathan Asquth* - - - - - 126
Non-executive Directors
Michae! Miles (Chaman) 250 - 4 - 254 227
Andrew Beeson 100 - - - 100 74
Luc Bertrand 68 - - - 68 63
Lord Howard of Pernth 68 - - - 68 7
Sir Peter Job 83 - - - 83 75
Mertyn Lowther 68 - - - 68 63
Bruno Schroder® 83 - 5 - 83 83
Former non-executive Director
George Mallinckrodt (Prasident) - - - - - 129
Total 2,320 113 61 3,450 5,944 5101

Notes

' Other cash payments compnsa one or mare of cash alowance n ey of a company car and cash aiowance in heu of pension
enttlements

2 ‘The benefits-n-kind prowded 10 Dectors compnse one or more of private use of company chauffeur company car car parking,
meals prvate use of taxgs, life nsurance and pavate healthcare

3 Kavin Pary was a non-executve Drector dunng 2008 and the comparatve figure shown ior 2008 relates to these duties

4 The Company made a cash payment 1o Jonathan Asguith of £1,000,000 in January 2009 in recognst:on of hes contribution in 2008

5 Bruno Schroder receved an annual fee of £55 000 as a Director, a fee of £28 000 for his additional senaces 1o the Group and £5,423
In benefits-in-Sand
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Remuneration report
continued

Directors’ pension entrtlements (audited information)

Defined benefit

The following table gves details of the accrued pension benefit at 31 December 2009 for Directors who
participated in the defined benefit section of the Schroders Retirement Benefits Scheme dunng the year to
31 December 2009 Further information conceming the Group’s pension scheme 1s set out in the retirement
benefit obhgations note to the accounts

Change in Change in
Accrued accrued acerued pension Accrued Transfer Transter
pension at pension excluding inflation  pension at valueal  Increase in value at
31 Dec due to Transfer 31 Dec 31 Dec transfer 31 Dec
2008 inflation Increase value 2008 2008 value 2009
£000 £000 £000 £'000 £'000 £000 £'000 £'000
Executive Directors
Michael Dobson’ 12 0 0 15 12 219 B3 302
Phiip Malinckrodit 59 0 4 68 63 693 377 1,070
Massimo Tosato 30 0 <] 123 36 510 270 780
Non-executive Director
Bruno Schroder? 33 0 0 2 33 458 11 469
Notes

' Michagl Dobson ceased further accrual in the Scheme on 31 March 2006 In lieu of this, he recenves a taxable cash payment
of £34 467 per annum, Included n the emoluments table above No contributions were paid by the Cormparny dunng the year

2 No contnbutions for Bruno Schroder have been made by the Company into the Scheme since 17 January 1993 He began to
draw his pension from the Scheme on 17 Apnl 2007 The values shown in this table in respect of his pension benefits are notonal

The accrued pension reprasents the annual pension which each Director would be entitied to receve from
normal retirement age after lsaving service The accrued pension would be increased each year until it became
payable in accordance with statutory requirements

The change in accrued pension represents the difference between the accrued pension at 31 Dacember 2008
and 31 December 2009 This 1s broken down into Inflationary increases, whers the inflationary ncrease for
2009 1s shown as nil because the annual Retail Price Index figure for the measurement penod, September to
September, was negative, and increases ansing as a result of service for the year, postponement of retrement
or any change in salary

The transfer value represents the current capital sum which is expected to be required, using longewvity and
financial assumptions, to praovide the pension and ancillary benefits at the relevant date Transfer values have
been calculated using assumptions set by the Scheme Trustee, having taken advice from the Scheme Actuary,
In accordance with the Occupational Pension Schemes (Transfer Values) (Amendment) Regulabions 2008

The significant increase in the transfer values in 2008 are pnmanly due to the reduction in gilt yields over
the year

The pension 1s non-contnbutory The accrued pension or transfer value shown above dogs not nclude any
allowance for addiional voluntary contnbutions made by a Director

Defined contnbution
The following table gives details of the pension contnbutions paid or payable by the Company into defined
contnbution arrangements for the year to 31 December 2008 The contributions disciosed exciude any
personal contnbutions made by a Director

2009 2008

Employer Employer
contributions  contnbutions

£'000 £000
Executive Directors
Kewin Parry 19 -
Massimo Tosato 20 90
Total 109 a0

Summary of the deferred compensation eamed in respect of 2009

In respect of 2009 bonuses the executive Directors will be granted on 8 March awards under the ECP These
awards, split between share awards and fund awards, are subject to forfeiture They may be exercised in full
from the third anniversary of the grant date provided the Director continues to be employed by the Group, inline
with the rules of the ECP The table oppesite sets out the value at the date of grant of these awards split
between share and fund awards, subject to any election executive Directors may make to receve restncted
shares instead Restncted share awards received in place of fund awards would attract the 20 per cent
increase descnbed on page 47
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Equity Comp Plan
Share Fund 2000 Total 2008 Total
Awards Awards Award Award
£'000 £'000 £'000 £000

Executive Directors
Michael Dobson 750 575 1,325 1,490
Alan Brown 3580 250 610 665
Philip Mallinckrodt 210 125 335 445
Kewvin Parry 330 225 585 -
Massimo Tosato 570 425 995 1,133

Further detads n respect of previous years' awards are shown in the following two tables

Directors' nghts to shares {audited information)
These nghts to shares do not give nse to any immediate entitlement on grant They are subject 1o forferture

They becorme exercisable in full on the third anniversary of the grant date provided the Director continues to be
employed by the Group, in line with the rules of the respective plans

The executive Directors (other than Kewin Pamry! who has not yet been granted share awards since he became
an executive Director on 1 Janvary 2009} had the followang nghts to ordinary and non-voting ordinary shares

Number of Shares
Rights Rights
Rights granted/ exsrciged Rights Exercise

held at dividends Napsed held at price of Earllest Latest
1Jan during during 31 Dec  outstending exercise exercise
Notes 2009 year yoar® 2009 rights date date

Executive Directors
Michael Dobson @) 250,000 250,000 - — 9Dec2005 8Dec2012
(2) 150,000 150,000 - - 10Ma 2006 9 Mar 2013
2} 500 000 495,748 4252 £706 12Nov 2006 11 Nov2011
3 365,122 16,320 381,442 - - 10Mar2006 9 Mar2013
(3 502,386 22 457 524 843 - -  BMar2007 7 Mar2014
3 305 499 305,489 -  7Mar2008 ©6Mar2015
4 146,162 146,162 - 6Mar2009 5Mar2016
4 119,719 119,719 — 8Mar 2010 7 Mar 2017
4) 153,869 153,8697 - — 10Mar 2011 9 Mar 2018
{4) 132,825 132,825° - - 23Fek 2012 22 Feb 2019
(5,7.8) 138,517 138,517 -~ 10Mar 2011 9 Mar 2018
(5,7.8) 119,572 119,672 - 23Feb 2012 22Feb2019
Alan Brown 1] 32,154 32,154 - - 6Mar2009 5Mar2016
4) 56,405 58,405 - - 8Mar2010 7 Mar 2017
5,7.9) 32,154 32,154 - GMar2009 5Mar20186
{5.7.9) 56,405 56,405 - B8Mar2010 7 Mar2017
4) 56,209 56,209 - 10Mar2011 9 Mar 2018
4) 61,668 651.668 - 23Feb2012 22Feb2019
Philip Mallinckrodt (2 55,000 55,000 £541 6Nov2005 5Nov2012
2 30,000 30,000 €398 10Mar 2008 9 Mar2013
3 20,831 830 21,761 - 10Mar 2008 9 Mar2013
(3) 14,8663 855 15,318 - BMar2007 7 Mar2014
@) 35,364 35.364 - 7Mar2008 6Mar 2015
3 26173 26,173 - BMar2008 5SMar2016
(3 24,468 24,468 -~  BMar2010 7 Mar 2017
(3) 35,031 35,031 - 10Mar2011 9 Mar 2018
{3) 47,046 47,0456 - 23Feb2012 22Feb20i9
Massimo Tosato &) 116,749 116,748 £800 22 Apr2005 21 Apr2012
3 B3,332 3,724 87 056 - - 10Mar 2006 9 Mar 2013
{3) B0,447 3,585 84,042 - - 8Mar2007 7Mar2014
{3) 103,856 103,856 - 7Mar2008 6Mar2015
{4) 90,877 90,877 -~ BMar2009 5Mar 2016
{4) 77,601 77,601 - 8Mar2010 7 Mar2017
(4) 111,606 111,505 - 10Mar 2011 9 Mar 2018
{4) 101,880 101,890 - 23Feb2012 22 Feb2019
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Remuneration report
continued

MNotes

1 Kewvin Parry became Chief Financial Officer on 1 January 2002 The ECP award in respect of 2008 will be granted on 8 March 2010

2 Share Opton Plan 2000 Exercise of these options 1s conditonal upon acheving a performance target of eamvngs per share growth
of at lsast the Retal Pnice index phus four per cent per annum over a munenum three-year penod In respect of the aweards exercisabie
from 22 Aprl 2005, 6 November 2005 9 Decernber 2005, 10 March 2006 and 12 Novernber 2006 the performance target has been
actweved

3 ECP 2000 The figures shown above compnse the number of shares avalable on the third annwversary plus additonal sharss of up to
11 1 per cont , assuming shares remain within the Plan untl the fifth anniversary Awards that have passad the fifth annversary are
enttled to dmdends Awards are structured as nil-cost share awards over non-voting ordinary shares

4 Same as note 3 with the exception that these awards are structured as ni-cost share awards over ordnary shares

5 Grant of restncted shares made on 8 December 2009

6 The markat pnces on the dates the nghts were exerosed dunng 2009 were £9 55 for the share option awarcs and for the ECP award
The aggregate gan on nghts exercised amounted to £13,548,331 of which £3 255 837 maiates to the shars option awards and
£10 282,494 relates to the ECP award There are n0 gains Or lgsses on the election to receive resincted shares

7 Awards exercised and satisfied by the award of restncted shares

8 Mchael Dobson exercised 138 517 of the 153,869 award nto restricted shares In doing so 15,352 nghts 1o shares lapsed {these
representad the 11 1 per cent increase referred to in note 3 above} He also exercised 119,572 of the 132,825 award into restncted
shares resuiting na lapse of 13,253 nghts to shares

9 Alan Brown exercised all of the 32 154 and 56,405 awards into restncted shares

The market pnce of the ordinary shares at 31 December 2009 was £13 30 and the range dunng 2009 was
£68410£1330

The market pnce of the non-voting ordinary shares at 31 December 2009 was £10 70 and the range dunng
2009 was £569t0£10 70

The value cf those nghts to share awards, or restrcted shares based upon the onginal grant pnce that are st
subject to forfeiture at the date of this report are as follows Michael Dobson £2,043,191, Alan Brown
£863,073, Phiip Malinckrodt £479,523 and Massimo Tosato £1,465,713 This excludes the share awards
made in respect of 2009, to be granted on 8 March 2010

Directors’ nghts to ECP fund awards {audited information)

Fund awards are notional investments in a range of Schroders investment funds These are nghts to a deferred
cash payment and do not give nse to any mmediate entitiement on grant These awards are subject to
forfeiture and are not accessible for three years They become exercisable in full on the third anniversary of the
grant date provided the Director continues to be employed by the Group, in ine wath the rules of the ECP

The executive Directors (other than Kewvin Parry® who has not yet been granted fund awards since he became
an executive Director on 1 January 2009) had the following nghts to fund awards under the Equity
Compensation Plan

Rights Rights Rights Hights

held granted exercised held
as at during during as at Earllest Latest
1 Jan 2009 the year the year 31 Dec 2009 exercise exercise
€000 £'000 £'000 £'000 date date

Executive Directors

Michael Dobson 1,200 - - 1,200 6 Mar 2009 5 Mar 2011
967 - - 967 8 Mar 2010 7 Mar 2012
994 - - 994 10 Mar 2011 9 Mar 2013
- B50 - 650 23Feb2012 22Feb 2014
Alan Brown 225 - - 225 6 Mar 2009 5 Mar 2011
429 - - 429 8 Mar 2010 7 Mar 2012
331 - - 331 10 Mar 2011 9 Mar 2013
- 275 - 275 23Fab 2012 22 Feb 2014
Phikp Mallinckrodt 183 - - 163 6 Mar 2009 5 Mar 2011
141 - - 141 8 Mar 2010 7 Mar 2012
132 - - 132 10 Mar 2011 9 Mar 2013
-~ 175 - 75 23Feb 2012 22 Feb 2014
Massimo Tosato 727 - 7272 - 6 Mar 2009 5 Mar 2011
609 - - 609 B8 Mar 2010 7 Mar 2012
706 - - 706 10 Mar 2011 9 Mar 2013
~ 488 - 488 23Feh 2012 22 Feb 2014

Notes
T Kewin Parry became Chief Financial Ctficer on 1 January 2009 The fund awards in respect of 2008 will be granted on 8 March 2010
2 Tha value of this award on exercise was £875,705

The grant value of those nghts to fund awards that are stil subject to forfeiture at the date of this report are as
follows Michae! Dobson £1,418,849, Alan Brown £547,188, Philip Mallinckrodt £251,918 and Massimo
Tosato £999,378 This excludes the fund awards made in respect of 2009 to be granted on 8 March 2010
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Directors’ share interests (audited information)
At 1 January 2009 (or date of appointment, if later} and at 31 December 2009, the Directors and their
connected persons had the followng interests in shares in the Company

31 Dec 09 1 .Jan 09
Non-voting Non-voting
Ordinary ordinary Ordinary ordinary
shares shares ghares ghares
Executive Directors
Michael Dobson'! 2913 745141 2,650 11,105
Alan Brown? 938 - 686 -
Philip Malinckrodt? 79,461,706 5,804,500 79,461,706 5,804,500
Kewin Parry 5,43 - 5,333 -
Massimo Tosato 1,901 - 1,650 -
Non-executive Directors
Michael Miles 5,000 - 5,000 -
Andrew Beeson - 15,000 - 15,000
Luc Bertrand - - - -
Lord Howard - - - -
Sir Peter Job - - - -
Merlyn Lowther 1,000 - 1,000 -
Bruno Schroder? 13,846,216 1,498,617 13 946,216 1,498,617
Notes

' Addtionally 258 089 ordinary shares are held as restncted shares under the terms of the Equity Compensation Plan

2 Additionaly, 88 559 ordinary shares are held as restncted shares under the terms of the Equity Compensation Plan

3 The rerests of Phitp Mallinckrodtt and Bruno Schroder set out above nclude beneficial interests of those Directors (and of their
connected persons) In their respective capacibes as members of a class of potential discretionary beneficianes under certan
sattlements made by mernbers of the Schroder farmidly

Addtionally, at 31 December 2009, the executive Directors were potential beneficianes of the Schroders
Employee Benefits Trust, which held 7,896,370 ordinary shares (1 January 2009 8,488,772) and 1,212,663
non-voting ordinary shares (1 January 2009 3,688,422) on behalf of all non-US based employees

Duning the year no Director held an interest in the shares or loan stock of any subsichary of the Company

Since 31 December 2009 each of the executive Directors, Michael Dobson (28 shares), Alan Brown (29
shares}, Kevin Parry (28 shares) and Massimo Tosato (28 shares) acquired ordinary shares under the terms
of the Share incentive Plan There have been no other changes in the interests set cut above between 31
December 2009 and the date of this report

A resolution to approve this report will be put to shareholders at the Annual General Meeting on 6 May 2010
Approved and signed on behalf of the Board

Sir Peter Job
Charrman, Remuneration Committee f?
[y

YA

3 March 2010

Schroders | Annual Report and Accounts 2009




56

Nominations Committee report

In this report we detall the role of the Nominations
Commuttes, 1ts membership and the matters under
consideration dunng the year

The composthon of the Committee
All non-executive Directors are members of the
Comnttee, the composition of which in 2009 was

Michasl Mies (Chairman)
Andrew Beeson

Luc Bertrand

Lord Howard

Sir Peter Job

Meryn Lowther

Bruno Schroder

The composition of the Committee did not change in
2009 Robin Buchanan will join the Committee on his
appaintment to the Board on 4 March The Chief
Executive i1s usually Invited to attend Committee
meetings

Responsibilihes of the Committee

The Board has delegated to the Committes
responsibility for reviewing and proposing
appointments to the Board and for recommending
any other changes to the composition of the Board or
the Board Commuttees The prncipal responsibiities
of the Committee include

- Rewiewing the size and compasition of the Board
and its Committees and making recommendations
to the Board with respect to the role and
responsitities for each appointment,

- Ensunng there is a formal, ngorous and transparent
procedure for the appointment of new Directors,

- Selecting and interviewing potential candidates for
appointment to the Board and its Comrrittees,

- Identifying and recommending suitable candidates
for the roles of Chairman and Senicr Independent
Director,

- Developing and recommending appropnate cntena
for determirung Director ndependence,
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— Penodically reviewing the terms of appointment of
the non-executve Directors, and

— Conducting a review of the Committee's
performance, penodically reviewing the adequacy
of its terms of reference and recommending any
changes to the Board

There were ng changes o the Committee's terms of
reference in 2009 The Commuittee's terms of
reference are available on www schroders com or
from the Company Secretary

Report on the Committee’s actvthes in 2009
Meetings and attendance

The Committee met five times dunng the year
Attendance by Committee members at each meeting
1s set out in the table below

Maximum possible

Michael Miss (Chaiman)
Andrew Beeson

Luc Bertrand

Lord Howard

S Peter Job

Mertyn Lowther

Bruno Schroder

mcncnmcnmmg

Pnneipal 1ssues addressed dunng 2009 were

— Rewview of the non-executive Directors standmng for
re-election at the Annual General Meeting,

- The size and composition of the Board and the
pnncipal Board Committees, and

- The appointment of an additional Independent
non-executive Director

In reviewing the composition of the Board, the
Committee considered In detail the position of

Sir Peter Job as an independent Director gven that

at the 2009 Annual General Meeting he had served for
ning years since election
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The Committes recormmended that Sir Peter should
be considered to be an independent Director In view
of his demonstrable independence of character and
judgement The Board supported the Committee’s
recommendation Sir Peter will have served ten years
with the Company at the 2010 Annual General
Meeting and will not seek further re-election The
Committee also made recommendations to the Board
on the re-election of non-executive Directors after first
considenng the effectiveness and commitment

of thase non-executive Directors

The Committes reviewed the size and composition
of the Board and the three pnncipal Committees
Remuneration, Audit, and Norminations When
undertaking this review, the Committee applied the
pnnciples agreed in 2003 and reaffirmed in 2007 that
the Board should have a balance of executive
Directors, independent non-executive Directors and
Directors who have a connechon with the pnncipal
shareholder group

The Committes engaged a firm of external search
consultants, to identrfy and help assess a shortlist

of candidates to jon the Board as an independent
non-executive Director Several candidates were
interviewed by Board members during the year to
assess ther suitability In March 2010 the Committee
recommended the appontrment of Robin Buchanan to
the Board 1t also, in the light of Sir Peter's decision to
retire from the Board, recommended that Andrew
Beeson be appointed Senior Independent Director
and Chairman of the Remuneration Committee, that
Lug Bertrand should join the Remuneration
Committee and that Mertyn Lowther should be
appointed Chairman of the Audit Committee The
Board approved these appointments at its meeting on
3 March 2010
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Support

The Comrittee receved information and support
from management durng the year to enable it to
carry out its duties and responsibilitres effectively The
Committee has the nght to appoint extemnal advisers
where it believes that to be appropriate and to seek
any information that it requires frorn any officer or
employee of the Group




Audit Committee report

In this report we detai the role of the Audit Committee,

1ts membership and the matters under consideration
dunng the year

Composition of the Commuttee
The Audit Committee compnses three mdependent,
non-executive Directors

Andrew Beeson (Chaimany
Luc Bertrand
Mertyn Lowther

Following his appointment to the Board, Robin
Buchanan will join the Commitiee, at the end of the
Annual General Meeting, replacing Luc Bertrand who
will join the Remunerabon Committee

Meryn Lowther, former Chief Cashier of the Bank of
England, 1s considered by the Board to have recent
and relevant financial expenence There were no
changes to the composition of the Committee In
2009 She will succeed Andrew Beeson at the end of
the Annual General Meeting when he assumes the
charmanship of the Remuneration Commitiee

Responsibilities of the Committee

The Board has delegated to the Commuttee
responsibility for overseeing the financial reporing and
intemal control of the Group and for maintaning an
appropnate relationship with the Company's auditors
The main role of the Committee 1s to encourage and
safeguard the highest standards of integnty, financial
reporting, nsk management and intemal control In
doing this the prncipal responsibiities of the
Committee include

- Reviewing the form and content and monitonng the
integnty of the Company's and the Group’s financial
statements and the significant financial reporting
1ssues and judgements,

—Reviewing and monitonng the arrangements for
ensunng the abjectivity and effectiveness of the
external and internal audit functions,

— Recommending to the Board the appointment,
re-appointment or removal of the extemal auditors,

- Developing and implementing policy on the
provision of non-audit services,

- Reviewing the adequacy and effectiveness of the
Company’s internal contrals and nsk managerment
systems, and

—Reviewing and monitonng the Company’s ethical
standards and procedures for ensunng compliance
with regulatory and financial reporting reguirements
and the Group's relationship with the relevant
regulatory authonties
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Rewvised terms of reference were adopted by the
Board on 4 August 2009 The Committes's terms of
reference are avalable on www schroders com or
from the Company Secretary

Report on the Commisttee's activihies in 2009
Meetings and attendance

The Committee met four times in 2009 and there
was full attendance at all mestings by members

A number of serior executives are Invited to attend
each Committee mesting to assist the Committee

n fulfiling its role These include the Chief Financial
Cfficer, the Global Head of Compliance, Chief Risk
Cfficer, the Head of Group Internal Audit and the
Group General Counsel and each provided reports on
therr areas of responsibility Other members of senior
management are also invited to attend as appropnalte
to present reports The Group’s external auditors,
PncewaterhouseCoopers, are also represented at
each meeting and prasented reports on its activities

Dunng the year the Committee met separately on
two occastons with the Group’s external auditors
and with the Head of Internal Audit, without executive
management present This provided an opportunity
for the external and internal auditors to raise matters
of concern in confidence The Committee also

met privately with the Chief Financial Officer dunng
the year

The Committee has a formal programme of 1Issues
which it covers dunng the year This programme 1S
formulated by the Committee Chairman and the
Company Secretary and I1s designed to ensure that
all matters that fall within the Committeg’s rermut
are reviewed dunng the year The Commitiee has
access to external independent adwvice at the
Company's expense

Pnncipal issues considered dunng 2009 were

- The anrual financial statements for 2008 and intenm
resutts for 2009,

- The extemnal audit plan for 2009,

- Group Internal Audit's quarterly reports on its
actmties and the control environment,

—The scope and rmandate of the control functions
Risk, Internal Audit and Compliance,

— The Group's nsk management process, iIncluding
key nsks facing the Group,

- The Group's overall governance and nsk
framework,

- The appropnateness of the accounting policies
used In drawing up the Group's financial
statements,
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- The Group's Intemal Capital Adequacy Assessment
Process as required under the Capital Requirements
Drrective,

- The extemal auditors' year-end report, intenm
report and managemerit letters,

- The valuation and pricing of Investment assets,
- The Group's major [T projects,

- Tax strategy and governance,

- Management of the Group's capital,

- The performance, iIndependence and objectivity
of the external auditors, including a review of
non-audit fees,

- The assessment of Group Internal Audit, and

— The arangements for employees to raise concems
about possible impropneties relating to the Group's
operations

Otherissues

The Committee recerved reports and presentations on
vanous subjects connected pnncipally to the control
environment within the Group The Committee
reviewed the scope and level of cover provided by the
Group's Directors’ and Officers' hability insurance

and the appropnateness of cover provided by

other insurances, the govemance of the Group's
pension arrangements and the governance of
cuiscurced activities

Non-audrt services and auditor mdependence

In 2008 the Committee reviewed and updated the
policy covering the provision of non-audt services to
the Group by the external auditors which was adopted
in 2004 This enhanced the govemance of the
provision of such services and provides a clear and
transparent framework to ensure the objectmty and
independence of the external auditors Under the
policy the prowision of any service that might leadto a
conflict of interest is not permitted unless other
possible providers are themselves conflicted In such
exceptional cases the Audit Committee must approve
each senace and approval will only be given where the
Committee 1s satisfied that appropnate measures are
In place to manage or mitigate any potential confict of
interest Dunng 2009 there were no instances where
PncewaterhouseCoopers were engaged to provide
services which mught have led to a conflict of nterests

The paolicy also has stnct rules in relation to the
approval of contracts for non-audit services which do
not present a possible conflict of interest All contracts
for non-audit services must be notfied to the Mead of
Finance and contracts valued in excess of £25,000
require pnor approval
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tn 2009 the value of non-audit services provided by
PrcewaterhouseCoopers 1o Group companies was
£1 6milion {2008 £1 5 milkon) The range of non-
audit services provided ncluded tax and compliance
adwice, reports on internal controls and regulatory
opinons for regulated subsicianes across the Group

The Group’s external auditors are also required to
provide a report to the Audit Comrittee every six
months detaling all non-audit services, including the
level of fees charged, and to have ther own internal
processes to ensure that the firm, its partners and its
staff are ndependent of the Group Annually the
Committee reviews a formal letter provided by the
external auditors confirming its independence and
objectraty within the context of applicable regulatory
requirements and professional standards

To support the pnneiples of ndependence, the
auditors have a policy goveming the length of time

a partner can work on the Schroders’ audit In
accordance with this policy PncewaterhouseCoopers
changed the senicr audit partner in 2006 The
Committee 1s satisfied that the extemal auditors
remain iIndependent

The Committee considered the re-appointment of
PrcewaterhouseCoopers as auditors, taking into
account the results of the auditor assessment
process, the quality of work undertaken and the level
of audit fees Inits review, the Committee took into
account, amongst other things, the tenure of the
auditors and the rotation of the lead audit partner and
did not consider it necessary to require
PncewaterhouseCoopers to tender for the audit work
The Committee concluded that it was appropnate to
recommend the re-appointment of the auditors and
the Board supported this recommendation which

will be put to shareholders at the 2010 Annual
General Meeting

Committee evaluation

The annual evaluation of the Committes’s
effectiveness was undertaken as part of the overall
Board evaluation process The specific findings
relating to the Audit Committee were discussed with
the Commuttee Charman The Committes received
information and support from management dunng
the year to enable it to carry out its duhes and
responsibilities effectively
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Risk management and internal control report

In this section we set out the Group’s nsk
management process and system of internal controls

Risk management

The Board 1s accountable for nsk and 18 responsible
for oversight of the nsk management process The
Board has considered the most significant nsks facing
the Group, Including quantitative exposure measures
such as stress tests where appropnate

The Group Management Commuttee reviews the key
corporate nsks facing the Group The Chief Financial
Officer has responsibility for the nsk and control
framework within the Group and the indepandent
montonng and reporting of nsk and controls The
Chief Risk Officer, who reports directly to the Chief
Financial Officer, manages the ongoing development
of the Group's nsk and control framework Schroders
embeds nsk management within the business, with
independent oversight and challenge being provided
by the Group nsk function

Group Risk Committee

The Group Risk Cormmittee supports the Chief
Financial Officer In discharging the responsibilities
cutlined above and s the principal management
committes for the monitonng and reporting of nsks
and controls The Committee 1s chaired by the Chief
Financial Officer and includes senior representatives
from each of the businesses and the contral functions,
including the Chief Investment Officer and Chief
Operating Officer The Committee reviews and
monitors the adequacy and effectiveness of the
Group's nsk management framework, ncluding
relevant policies and imits 1t also reviews trends

and exceptions in the most significant nsk exposures

Market and hquidity nsk

The Private Banking subsidianes held certain financal
instruments including debt secunties, forward foreign
exchange contracts and interest rate swaps for
customer faciitation purposes

The management of market and hquidity nsks in
Pnvate Banking 15 the responsibility of its management
assisted by local nsk committees

The Group has a number of overseas subsidianes
whosae shareholders’ funds, revenues and expenses
are denominated pnncipally in local currencies The
boards of each subsichary manage these nsksin the
relsvant, normally local, currency Forward foresign
exchange contracts with third parties are used partally
to mitigate exposure to currency movements froma
Group perspechve

The Group's seed capital nvestrments may be hedged
in respect of market nsk The decisions to hedge
market nsk on seed capital nvestments are taken by
the Group Capital Committee, chared by the Chief
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Financial Officer Details on finanoial mstrument nsk
rmanagement are provided in note 27 to the
financial statements

The Group Capital Committee monitors and controls
the use and hguidity of the Group's capital resources

Dedicated personnel are responsible for producing
and mantaining market and hquidity nsk reports
based upon the Capital Requirements Directive and
overseas regulatory requirements as applicable The
underlying methodologies and imits are reviewed and
set centrally Local risk committees review exposures
against imits on a regular basis

Credrt nsk

In respect of both pnncipal and agency counterparty
nsk, the Group sets the overall imits An indepsndent
credit nsk team, reparting directly to the Chief Risk
Cfficer, 1s responsible for monitoring, managing and
reporting exposures aganst imits, subject to oversight
by the Group Risk Committee

Credit nsk within Pnvate Banking i1s also monitored
and managed against the performance of
the collateral

Operational nsk

Local management Is responsible for operational nsk
controls Where appropnate, depending on the size
and complexity of the business urit, nsk and control
maps have been prepared which are captured on
an on-line worldwide nsk management system The
Group Risk Committee recemves reports from line
management regarding matters gvng cause for
concem and ensures appropnate remedial action I1s
taken An independent team reporiing directly to the
Chuef Risk Officer i1s responsible for assessing the
impact of matenal issues and errors, in order to
ensure that appropnate nsk mitigation 1s undertaken
on a timely basis

The management of nvestment risk 1s a core activity
of the Group The Schroders Investment Risk
Management Framework provides review and
challenge of investrnent nsks across each of the asset
classes managed by the Group A teamn reporting
directly to the Chief Risk Officer prowides further
independent oversight and challenge to this process

Comphance and control validation

Group Complance undertakes through Group
Internal Audit detalled monitonng to review
comphance with legal and regulatory requirements
Group Intermal Audit alse cames out a programme of
audits approved by the Audit Committee, including
reviews of the nsk management process and

adwvce and recommendations on improving the
control environment
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Intemal control

The Board 1s responsible for the Group's system of
Intemal control and far reviewing its effectiveness This
does not extend to the Group's jont ventures and
associates Such a system can provide only
reasonable and not absolute assurance agamnst
matenal financial misstatement or loss and 1s designed
to mibgate, not eliminate, nsk

On behalf of the Board, the Audit Cormimittee camed
out its annual assessment of the effectiveness of
intemal controls dunng 2009 using the following to
support its conclusions

— Quarterly reports from the Chairman of the
Group Risk Committee and the Global Head of
Comphance on the control environment within the
Group, highlighting any major instances of non-
comphance and the actions being taken to remedy
such non-cormplance,

- Regular nsk reports provided by Group Risk
management setting out the most significant nsks
faced by the Group, and where appropnate
quantifying these exposures,

— Quarterly reports from the Group General Counsel
outhning the Group's legal nsks,

— Quarterly reports from the Head of Intemal Audit
on the key I1ssues ansing from Internat Audit's
INspection programme,

— Intemal Audit's review of the effectiveness and
application of the nsk management procass,

— Annual and regular reports from the Head of intemal
Audit on the control emaronment, and

- The ICAAP intemal assessment of the capital
required to support the business Thisincludes a
senes of ngorous stress tests designed to address
the potential impact of the matenal nsks facing
the Group
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The Board s of the view that there 1s an ongoing
process for identifying, evaluating and managing
the Group's significant nsks that

— Has been in place for the year ended 31 December
2009 and up to the date of approval of the Annua|
Report and Accounts,

— Is requiarty reviewed by the Board and complies
with the Financial Reporting Council's rewised
guidance for directors on intemal control, and

- Necessary actions have been or are being taken to
remedy any significant falings identified as part of
the ongoing nsk management process
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Directors’ responsibility statement

Company law requires the Directors to prepare
financial statements for each financial year Under that
law the Directors have elected to prepare the Group
and parent Company financsal statements in
accordance with Intemational Financial Reporting
Standards ('IFRS') as adopted by the European Union
Under company law the Directors must not approve
the financial statements unless they are satisfied that
they give a true and fair vew of the state of affairs of
the Group and the Company and of the profit or loss
of the Company and Group for that penod In
prepanng these financial statements, the Directors are
required to

- Select sutable accounting policies and then apply
them consistently,

- Make judgements and accounting estimates that
are reasonable and prudent,

- State whether applicable IFRS as adopted by the
European Union have been followed, subject to any
matenal departures disclosed and explaned in the
financial statements, and

- Prepare the financial statements on the going
concem basis unless it 18 nappropnate to presume
that the Company will continue in business

The Directors are responsible for keeping adequate
accounting records that are sufficient to show and
explain the Company's transactions and disclose with
reasonable accuracy at any tme the financial position
of the Company and the Group and enable them to
ensure that the financial statements and the Directors’
remuneration report comptly with the Companies Act
2006 and, as regards the Group financial statements,
Article 4 of the IAS Regulation They are also
responsible for safeguarding the assets of the
Company and the Group and hence for taking
reasonable steps for the prevention and detection of
fraud and other rregulanties
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Each of the Directors, whose names and functions
are isted in the Directors' profiles section of this
report, confirm that, to the best of therr knowledge

— The Group financial statements, which have been
prepared in accordance with [FRS as adopted by
the EU, give a true and far view of the assets,
labities, financial position and profit of the Group,

— The Directors’ report, ncluding the information
ncorporated from elsewhere in the Annuat Report,
includes a fair review of the development and
performance of the business and the position of the
Group, together with a descnption of the prncipal
nsks and uncertanties that it faces,

— 8o far as the Director 1s aware, there 1S no relevant
audit information of which the Company's auditors
are unaware, and

- They have each taken alf the steps that ought to
have been taken by them as Directors in order to
make thernselves aware of any relevant audit
inforrmation and to establish that the Company’s
auditors are aware of that nformattion

Forward-looking staternents

This Annual Report and Accounts and the Schroders
website contain certain forward-looking statements
with respect to the financial condition, results of
operations and busnesses of the Group Such
statements and forecasts involve nsk and uncertainty
because they relate to events and depend upon
circumstances in the future There are a number of
factors that could cause actual results or
developments to differ matenally from those
expressed or implied by such forward-looking
statements and forecasts Forward-looking
staterments and forecasts are based on the Drectors’
current view and information known to them at the
date of thisreport The Directors do not make any
undertaking to update or revise any forward-looking
staterments, whether as a result of new information,
future events or otherwise Nothing in this report
should be construed as a profit forecast
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64
of Schroders plc

We have audited the Group financial statements of Schroders plc for
the year ended 31 December 2009 which compnse the consolidated
ncome statement, the consolidated statement of comprehensive
income, the consoldated balance sheet, the consohdated statement of
changes in equity, the consolidated cash flow statement, and the
related notes The financial reporting framework that has been applied
n thesr preparation 18 applicable law and Intemational Financial
Reporting Standards (IFRS' as adopted by the European Union

Respective responsibilbes of Directors and audrtors

As explaned more fully n the Directors’ responsibity statement on
page 62, the Directors are responsible for the preparation of the Group
financial statements and for being sabsfied that they gve a trus and
far view Our responsibility 1s to audtt the Group financial staterments

In accordance with appitcable law and Intemational Standards on
Auditing (UK and Ireland) Those standards require us to comply

with the Auditing Practices Board's Ethical Standards for Auditors

This repont, Including the opinions, has been prepared for and only

for the Company’s members as a body in accordance with Chapter 3
of Part 16 of the Companies Act 2006 and for no other purpose We
da not, In gvng these opinions, accept or assume responsibifity for
any other purpose or to any other person to whom thes report 15 shown
or nto whose hands it may come save where expressly agreed by

our pnor consent N wnting

Scope of the audit of the financial statements

An audit nvolves obtaming evdence about the amounts and
disclosures in the financial statements sufficient to give reasonable
assurance that the financial statements are free from matenal
misstatement, whether caused by fraud or error This ncludes an
assessment of

— whether the accounting policies are appropnate to the Group's
arcumstances and have been consistentty apphed and adequately
disclosed,

- the reasonableness of significant accounting estimates made by the
Directors, and

— the overall presentation of the financial staterments
Opimion on financial statements
In our opirvon: the Group financal statements

— give a true and far vew of the state of the Group's affars as at
31 December 2009 and of s profit and cash flows for the year
then ended,

— have been properly prepared in accordance with IFRS as adopted
by the European Union, and

— have been prepared In accordance with the requirements of the
Companies Act 2006 and Article 4 of the 1AS Regulation
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Independent Auditors’ report to the members

Opimion on other matter prescnbed by the Companies Act 2006
In our opirion

- the wformation given in the Directors’ report for the financial year for
which the Group financial statements are prepared 1s consistent with
the Group financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following

Under the Companies Act 2006 we are required 1o report to you i,
N QU CRINION

- certan disclosures of Directors’ remuneration specrfied by law are
not made, or

— we have not recened all the information and exglanatons we require
for our audtt

Under the Listing Rules we are required to review

~ the Directors’ staternent, in the Directors’ report, in relation to gong
concem, and

— the part of the corporate governance report relating to the
Company's compliance with the nine provsions of the June 2008
Combined Code specified for our review

Other matter

We have reported separately on the parent company financal
statements of Schroders pk for the vear ended 31 December 2009
and on the information n the Remuneration report that s descnbed

h been audrted <
merar b At & rvhsA KoeX

Richard Keers, Sentor Statutory Audrtor

for and on behalf of PncewaterhouseCoopers LLP
Chantered Accountants and Statutory Auditors

London

3 March 2010




65 Consolidated income statement ]
for the year ended 31 December 2009

Noles 2009 2008
Before Exceptional Balos Excepbonal
exceptionals items' Total exceptionals terms' Total
Em £m £m om £m £m
Revenue 3, 4(a), 4b) 988 5 {39 1) 959 4 1,083 0 {147 2) 9358
Cost of sales (209 6) - (209 6) (210 1) - (210 1}
Netrevenue 788.9 {39.1) 749.8 8729 (147.2) 7257
Operating expenses 4{a}, 4(c) (615 1) 23 6) 638 7) 627 4) {20 2 {647 6)
Operating profit 173.8 (62.7) 111.1 2455 (167.4 781
Interest recavable and similar ncome Ad) 125 - 125 390 - 390
Interest payable and similar charges 4(d) (] - i) ©2 - ©3
Net finance income 108 - 108 388 - 388
Share of profit of associates and joint ventures 13 156 - 156 62 - 62
Profit before tax 200.2 62.7) 1375 290.5 (167 4) 123.1
Tax 7 418 518
Profit after tax 95.7 71.3
Attnbutable to:
Mmnonty nterests 03 5 4)
Equity holders of the parent 954 767
95.7 71.3
Memo - dvidends 8 (84 9) (86 7}
Basic earnings per share before
exceptional items® 9 54.0p 75.5p
Basic eamings per share 9 34.3p 27 5p
Diluted earnings per share 9 34.2p 27.3p

! Sesnotes 1{ae) and 4{a}
2 Non-GAAP measure of performance
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66 Consolidated statement of comprehensive income

forthe year ended 31 December 2009

Notes 2009 2008
£m om
Profit for the year 95.7 713
Net foreign exchange osses)y/gains on translation of foragn operations 31 (112 8} 3227
Net gansAlosses) on hedges recognised directty in equity 31 658 (169 3}
Actuanal losses on defined benefit pension schemes 32 (69 6) {29 6}
Net gains/losses) on avalable-for-sale financial assets 32 158 (194 3}
Amounts recycled through the Income statement 31,32 424 107 4
Tax on tems taken directly to equity 7(b), 32 431 (10}
Other comprehensive iIncome for the year (15.3) 359
Total comprehensive Income for the year net of tax 804 107.2
Attnbutable to:
Minomnty interests 33 03 (54)
Equity holders of the parent 801 1126
80.4 1072
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67 Consolidated balance sheet I

31 December 2009
Notes 2009 2008
£m £m
Non-current assets
Goodwill 10 1156 1128
Intangible assets 11 263 507
Property, plant and equipment 12 213 277
Associates and joint ventures 13 46 5 327
Financial assets 15 1297 154 8
Loans and advances fo customers 18 4951 4170
Deferred tax 22 711 431
Retrerment benefit scheme surplus 5] - 224
Trade and other recevables 16 49 68
9105 868.0
Current assets
Financial assets 17 1,339 2 16617
Loans and advances to customers 18 4691 3854
Current tax 205 155
Trade and other recenvables 16 3387 3589
Cash and cash equivalents 19 1,502 6 1,067 6
3,670.1 3,4891
Non-current assets held for sale 20 - 20
Assets baclang unit-inked liabilties 14 57080 37143
Total assets 10,288.6 8,073.4
Equity
Called-up share capttal 29 2888 2867
Share premium account 29 725 612
Other reserves 3 1805 2286
Retaned profits 32 1,106 6 1,0554
Equity attnbutable to equity hotders of the parent 1,648.4 1,631.9
Minonty interests 33 06 03
Total equrty 1,649.0 1,632.2
Non-current habilities
Financial liabimes 21 376 26 4
Depostts by customers and banks 25 383 1 1988
Deferred tax 22 25 41
Provisions 23 128 102
Retirement benefit scheme deficits 5 465 74
Tradle and other payables 24 841 700
566.6 316.9
Current habilihes
Financial liabibes 21 436 1189
Deposits by customers and banks 25 1,804 5 1,858 2
Prowsions 23 48 B7
Current tax 165 228
Trade and cther payables 24 3956 401 4
2,3650 2,410.0
Unit-inked liabifites 14 57080 37143
Total equrty and habifthes 10,288.6 8,073.4

Approved by the Board of Directors on 3 March 2010

Kevin Parry

Dwectors
Bruno Schroder } a oD n W
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68 Consolidated statement of changes in equity

for the year ended 31 December 2009

Share

Cther

Minority

capital premiyum reserves profits interests Total

Year ended 31 December 2009 £m £m £m £m £m £m
At 1 January 2009 2867 612 2286 1,055 4 03 1,632 2
Net foreign exchange losses on translation

of foreign operations - - (112 8) - - {112 8)
Net gains on hedges recognised directly in equity — - 85 8 - - 658
Actuanal losses on defined benefit pension schemes - - - 69 6) - {69 6)
Net gains on available-for-sale financial assets - - - 158 - 158
Amounts recycled through the ncome statement - - 74 350 - 424
Tax on tiems taken directly to equity - - - 431 - 431
Profit for the year - - - 854 03 957
Total comprehensive Income for the year - - (39 6) 119.7 03 804
Shares 1ssued 21 113 - - - 134
Share-based payments - - - 276 - 276
Dmicends - - - 84 9) — {849
Net loss on consideration paid in the formn of shares - - 01 - - {01
Own shares purchased - — (19 6) - - {196)
Transfers - — 112 (112) - -
At 31 December 2009 288 8 725 1805 1,106.6 0.6 1,6490

Share Share Cther Retaned Mrony

Year ended 31 December 2006 @%ﬁ £m fm mﬁ £m Tgﬁ
At 1 January 2008 2045 581 640 1,279 1 05 1,686 2
Net foreign exchange gains on translation

of foreign operations - — 3227 - - 3227
Net losses on hedges recognised directly in equity - - {169 3) - - {169 3)
Actuanal losses on defined benefit pension schemes - - - (29 6) — (296)
Net losses on avallable-for-sale financial assets - - - {194 3) - (194 3)
Amounts recycled through the income staterment — — - 107 4 - 107 4
Tax on itlems taken directly to equity - — - (1 Q) — 10
Profit for the year - - - 767 54 713
Total comprehensive iIncome for the year - - 1534 (40.8) (54) 107.2
Shares ssued 08 31 - - - 39
Shares cancelled (8 8) - 85 71 8) - 719
Share-based payments - - - 24 4 - 24 4
Dividends - - - 867 {07} (87 4)
Net ioss on consideration pad in the form of shares - - 02} - - 02
Own shares purchased - - (45 5) - — {45 5)
Transfars — - 48 4 {48 4) 59 59
Share 1ssue costs - - - [OE] — {04
At 31 December 2008 286.7 61.2 228.6 1,055.4 0.3 1,6322
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for the year ended 31 December 2009

Notes 2009 2008
£m fm

Net cash from operating activibes 34 370.9 1335
Investing activites
Aggregate cash flows ansing from the acquisthion of subsichanes - (33 6)
Acquisthon of oint ventures (12) -
Purchase of intangible assets (12 93
Purchase of property, plant and equipment {49 69
Net disposal/{purchase) of non-current financial assets 05 (11 4)
Net disposal of curent financial assets 3241 452 5
Net disposal/(purchase) of non-current assets held for sale 08 (33
Interest recenved 125 350
Dradends and capital distnbutions recewved from associates and joint ventures 27 95
Net cash from investing activities 333.3 436.5
Financing activibes
Redemption of non-voting ordinary shares - (71 8)
Proceeds from issue of non-vohing ordinary shares 134 39
Acquistion of own shares {19 6) (45 5)
Drstnbutions made to minonty iInterests - {07)
Divdends pad (84 9) 867)
Net cash used in financing activihes {91.1) {200.8)
Netincrease in cash and cash equivalents 613.1 369.2
Opening cash and cash equivalents 1,197 1 7169
Net increase In cash and cash equivalents 6131 3692
Effect of exchange rate changes 40 9) 1M110
Closing cash and cash equivalents 1,769 3 1,197.1
Closing cash and cash eguivalents consists of
Cash and cash equivalents backing unt-inked babilities 14 266 7 1295
Other cash and cash equivalents held by the Group 19 1,502 6 1,067 6

1,769.3 1,197.1
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for the year ended 31 December 2009

Presentation of the financial statements
Financial Information for the year ended 31 December 2009 1s presented
In accordance with IAS 1 Presentation of Financial Statements

IAS 1 allows an entity to present some of its assets and habilthes using
acument/non-cunrent classification and others i order of iquidity when
thes provides information that 1s reiable and more relevant

The Group has adopted a mixed basis of presentation within ds
consoldated balance shest which shows the assets and liabilites of the
Group's life company business, Schroder Pension Management Lirmnited,
In order of iguidity and the remainder of the Group's assets and labiities
using a current/non-current classfication

This presentation provides more relevant information in that if the assets
and labifities of the Group’s Iife company business, Schroder Pension
Management Limited, were to be included withmn existing captions on
the Group’s balance sheet the effect would be to gross up a number

of Indmdual ine tems to amatenal extent By adopting a mixed basis

of presentation, the Group 1$ able to provide a more transparent
presentation that shows the life company asset and the related unit-
inked liabilty as separate and distinet frorn the remainder of the Group's
balance sheet tems

Changes to the presentation of the consolidated balance sheet
Comparatve amounts in the balance sheet n respect of unit-inked
abdes and assets held to cover such liabilies have been restated by
£479 6 milion in order to record the holdings of assets controlled by the
Ife company that are beneficially owned by therd parties Such holdings
anse where the Ife company s In a postion 10 be able to control a fund
inwhich it nvests This restatement does not change the Group's net
assets and has no net impact on the Group’s Income staterment

1 Summary of accounting policies

{a) Basis of preparation

The consolidated financial staterments have been prepared n
accordance with Intemational Financial Reporting Standards ('IFRS’),
which compnse Standards and Interpretations approved by etther the
International Accounting Standards Board or the International Financial
Reporting Interpretations Committee or therr predecessors, as adopted
by the European Union, and with those parts of the Comparues Act 2006
applicable to companies reporing under IFRS

With the exception of the Standards which werg issued dunng the year,
but which were not effective at the balance sheet date, the Group
adopted all Standards and Interpretations that were either Issued,

or which had become effective, dunng the year Standards and
interpretations not yet adopted at the balance sheet date were

IFRS 3 (Armended) Business Combinations
IFRS9 Fnancal Instruments
IAS 27 (Amendad) Consclicabon of Separate Finanaal Statements

In addition, a2 number of other existing Standards and Interpretations
have also been rewised to ensure consistency with the amended
Standards listed above

The mamn impact on the Group of the amendments to IFRS 3 will be the
requirement for costs relatng to business combinations to be expensed,
where previously they were capitalised and for adustments to contingent
consideration to be recogrised within the income statement The
Group's accounting policy In respect of business combmnations will be
amended accordingly
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IFRRS 9 has not yet been endorsed by the European Union As it currently
stands, the Standard would require the Group to reciassify a significant
number of its financial assets that are curently classrfied as bemng ether
avalable-for-sale or held to matunty The Group'’s decision as tohow it
wishes to reclassify such instrurnents wilt determing the mpact of the
new Standard The Group’s accounting policy m respect of financial
assets will be amended on mitial appiication of the Standard

The Directors do not anticipate that the adeption of the amended IAS 27
or any other of the new or revised Standards and Interpretations will have
amatenal impact on the finanaial staterments of the Group

The Standards and Interpretations adopted in the year required the
Group to amend its disclosures within the notes to the accounts, but
hadno mpact on the Group's financial statements  Standards and
Interpretations adopted were

IFRS 7 (Amendad) Financel Instruments Disclosures
FRS8 Operating Segments
IAS 1 (Amended) Presentation of Financial Staternents

The consolidated financial nformation presented within these financial
statements has been prepared on the going concem basis under the
histoncal cost convention, except far the measurement at fair value of
denvatve financial instruments and financial assets and labiites that
are avallable-for-sale or held at far value through profit or loss and the
measurement of long-temm employee benefits at present value of the
oblgation less far value of ary asssts held to settle the obligation

The camying value of recognised assets and labities that are hedged
Is adjusted to record changes in the farr values attnbutable to the nsks
that are being hedged This valuation is In accordance with IAS 39
Financia Instruments Recognition and Measurement

The preparaton of financial statements in conformity with IFRS
requires the use of certain ctical accounting estirmates it also requires
management to exerase s judgerent in the process of applying the
Group's accounting poiicies The areas Involving a higher degree of
Judgement or complexty, or areas where assumphions and estimates
are signficant to the financial statements, are disclosed n note 2 below

(b} Basts of consolidation

The consolidated financial information contained within these financial
staterments ncorporates financial statements of the Company and
entities controlled by the Company (its substdianes) prepared to

31 December each year Controlis achieved where the Company has
the power to govern the financial and operating policies of an investee
entity so as to obtan benefits from its actmties Where the Group
controls an entty, but does not own all the share capital of that entity, the
interest of munonty shareholders 1s stated within equity at the minonty’s
proporton of the farr values of the assets and lliabilities recognised

The accounts of subsidiary undertakings and associates, which are
prepared using uniform accounting polcies, are cotermincus with those
of the Company apart from those of certain undertakings which have
accounting reference dates other than 31 December for commercial
reasons Management accounts made up to 31 December are used
for such undertakings

The results of subsidiary undertakings and associates acquired or sold
arg ncluded from or to the date contral (for subsichanes) or sgndicant
nfluence (for associates) changes

Empioyee share ownership trusts have been established forthe
purposes of satisfying certan share-basad awards These trusts are
fully consolidated within the accounts
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The Group has life company and seed caprtal mvestments in anumber
of funds where it 1S In a position to be able to control those funds

The funds are consolidated unless they meet the critena set out nthe
accounting policy In respect of non-current assets held for sale tobe
categansed as being held for sale, n which case they are dassified
and accounted for in accordance with that policy Where the Group
consolidates a fund, but does not own all the net assets of that fund.,
the interests of third party Investors are classified ether within unit-inked
labiites (for ife company investments) or as financal iatilites (where
they relate to consolidated funds for seed capital nvestments) Such
balances represent the third party investors' proportion of the assets
and labiities of the relevant funds

Allintra-Group transachons, balances, Income and expense are
elminated on consolidation

(c) Business combinations

The acquistion of subsidianes 1s accourted for using the purchase
method The cost of the acguisition 1s measured al the aggregate of the
far values, at the date of exchange, of assets gven, liabilites incurred

or assumed, and equity Instruments 1ssued by the Group in exchange
for control of the acquiree, plus any costs directly attnbutable to the
business combination The acquiree’s identifiable assets, labilhes

and contingent liabilives that mest the condhions for recognitton under
IFRS 3 Business Combinations are recogrised at thew far values at the
acquisiion date, except for non-cument assets (or disposal groups) that
are classified as held for sale In accordance with IFRS 5 Non-Current
Assets Held for Sale and Discontinued Cperations, which are recognised
and measured at far value less costs to sel

(d) Goodwnll

Goodwill ansing on consolidation represents the excess of the cost

of acquisition over the Group's iInterest In the farr value of the dentrfiable
assets and habilbes of a subsidiary, associate or jointly controlled entiy
at the date of acquistion

Goodwill ansing on the acquisition of subsidianes s recognised as an
asset and reviewed for impament at least annually Any impaimment
15 recognised rmmediately n the ncome statement and 1s not
subsequently reversed

Goodwall ansing on the acquisition of asscaates or jomtly controlled
entities 15 Included i the amount of the investments Gains and losses
on the disposal of an entity mclude the carrying amount of the goodwall
relating to the entity sold Goodwill ansing on acquisitions before the
date of transition to IFRS has been retaned at the previous UK GAAP
amounts subject to beng tested for mpaimment at that date and annualty
thereafter Goodwill wntten off to other comprehensive Income prior to
1998 has not been renstated and 1s not ncluded n deterrmining any
subsequent profit or loss on disposal

(e) Intangible assets ansing from business combinations

The costs of acquinng intangible assets such as fund management
contracts and clent relationships as part of a busness combination are
capitalised where it Is probable that future economic benefits that are
atinbutable to the assets will flow to the Group and the cost of the assets
can be measured relably

Fund management contracts are recorded intially at far value and then
amortised over ther useful ives of five to ten years, on a straight-line
basis The far value at the date of acquisiion 1s calculated using
discounted cash flow methodology and represents the valuation of the
net residual ncorne stream ansing from the fund management contracts
in place at the date of acquistion The contracts are included N the
balance sheet as an ntangble asset
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Al each reporting date, an assessment 1S made as to whether there s
any indication that an asset n use may be impared If any such indication
exists and the camying values exceed the estimated recoverable amount,
the assets are wntten down to ther recoverable amount The recoverable
amount s the greater of far value less costs to sell and value In use

{f} Intangible assets - software

The costs of purchasing and mplementing software, together with
assocated relevant expenditure, are capitalised where it 1s probable
that future economic benefits that are attnbutable to the assets will flow
to the Group and the cost of the assets can be measured reliably

Software 1s recorded ntially at costand then amortised over its useful Ife,
usually three years, on a straight-ine basss 1t 1s included in the balance
sheet as anintangble asset

At sach reporting date, an assessment 1s made as to whether there

1s any indication that an asset in use may beimpaired if any such
indication exsts and the camyng values exceed the estmated
recoverable amount, the assets are wittten down to therr recoverable
amount The recoverable amount is the greater of farr value less costs

1o sell and value nuse Where intangible software assets are not yet
avalable for use, an assessment of whether the camying values exceed
the estimated recoverable amount 1s made Imespective of whether there
18 any indication of mparment

{g) Property, plant and equipment

The Group's assats mclude leasehold improvements, office equipment,
computers and cars Property, plant and equipment is stated at histonc
purchase cost less accurmulated depreciation Cost includes the onginal
purchase pnce of the asset and the costs attnbutable to bnnging the
asset to its working condition for ts intended use Depreciation 1s
provided on the depreciable amount over therr useful Ives on a straight-
lne basis at rates varnng between 20 per cent and 33 per cent per
annum The depreciable amount 1s the gross carmying amount, less the
estmated residual valua at the end of ts econormic ife Depreciation
rates and methods as well as the residual values underying the
calculation of depreciation of tems of property, plant and equipment
are kept under review to take account of any change In circumstances

The camying values of these assets are reviewed for mpanment at

each reporting date An assessment is made as to whether thereis any
indication that an asset may bempaired, ff any such indication exsts
and where the carmying values exceed the estimated recoverable
amount, the assets are wrtten down to ther recoverable amount The
recoverable amount 1s the greater of fair value less costs to sell and value
Inuse Imparment losses are recognised in the ncome statement

{h) Associates and joint vertures

Associates compnse those undertakangs, not being subsidiary
undertalangs, where the Group s in a posrbon to exercise significant
influence, but not control or joint control, through parkcipation in the
financial and operating policy decisions of the mvestee

Joint ventures compnse those undertakings, not being subsidiary
undertakings, which carry on related actvties, and where there s
contractually agreed shanng of control over the financial and operating
policy decisions of the nmvestee

Investrents in associates and oint ventures are accounted for using the
equity method The investrnents are camed in the balance sheet at cost
as adjusted by post-acquistion changes i the Group’s share of the net
assets of the associate or joint venture
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The income staterment ncludes the Group's post-tax share of
associates’ and joint ventures’ profits or losses for the year Where
aGmup company transacts with an associate or joint venture of the
Group, profits and losses are eliminated to the extent of the Group's
interest in that associate or jomt venture

Where associates and joint ventures hold financial assets classified as
avalabte-for-sale, the Group recognises movements in such assetsin
other comprehensve INcome

Where the interest in an associate or joint venture 1s reduced to nil, losses
and liabites are recogrised only to the extent that the Group has incurred
legal or constructive obligations If the assocate or jort venture subsequently
makes profits, the Group resumes recognising its share of those profits
only after the share of profits equals the share of losses not recognised

Where the Group has investments in funds over which 15 able to exert
signficant influence but not control, the Group has applied the scope
exclusion within IAS 28 [nvestments In Associates for mutual funds, unrt
trusts and similar entties and has accounted for such holdings at far
value through profit or loss

() Financial assets

lterns included within this caption on the face of the balance sheet
pnncipally compnse investments in debt secunties and equities and
denvative nstruments it excludes financial assets that are recorded
under the following headings

* | pans and advances to customers,
* Trade and other recevables,

* Cashand cash equwvalents, and

* Non-curment assets held for sale

Separate accounting poficies are presented in respect of these
excluded tems

Denvative nstruments are ncluded wathin the caption ‘Financial assets’
on the face of the balance sheet The accountng policy in respect of
each such nstrument 1s ncluded 1 the note to the accounts conceming
denvative contracts

Financial assets held as avallable-for-sale

Measurement

Where financial assets have been categonsed as being available-for-
sale, all such nvestments are Iniially recogrised at fair value, being the
consideration given, Including, where appropnate, acguistion costs
assocated with the investment

Aster imtial recogrition, investments which are dassified as avalable-
for-sale are measured at far value Gains or losses on avatable-for-sale
nvestments are recogrised as a separate component of equity unl
the nvestment 1s sold, collected or otherwise disposed of, or until the
investment 1s detemmined to be mparred, at which time the cumulative
gan or loss previously reported in other comprehensive Incomes
Included within ‘Revenue’ In the income statement Interest calculated
using the effective Interest method 1s recognised within the iIncome
statement Assets categonsed as avalable-for-sale are reviewed at the
end of each reporting penod for imparment

Where, In pnor years, nvestments have been reclassified out of the
fair value through profit or loss category and mito the avatable-for-sale
category, they have been reclassrfied at therr farr value on the date

of reclassification

Gams or losses on reclassified nvestments are recogrised after
reclassificaton as a separate component of equity until the investment
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15 s0ld or othenwse disposed of, or until the investment 1s determined
to be impared, at which time the cumuiatve gain or loss previousty
reported In other comprehensive Income 15 Included within ‘Revenue’
In the iIncome statement

Forinvestments that are actively traded in organised financial markets,
fair value 1s determmned by reference to official quoted market bid pnces
at the dlose of business on the balance sheet date For investments
that are not actvely traded in organised financial markets, far value 1s
deterrmined by using quoted pnces from third parties such as brokers,
market makers and pnong agences For pnvate equity nvestments
where there 1s no quoted market pnce, farr value I1s determined with
reference to Intemational Private Equity and Venture Capital Valuation
Guidelines or by independent professional valuers in such
cireurmnstances, far values are denved using the most appropnate
techrnique, examples of which nclude the use of earmings muttiples
{applying an appropnate eamings muttiple to the eamings of Indvidual
busnesses being valued n order to denve a valueg) and the values
assigned to recent simiar transachons

All regular way purchases and sales of financial asssts are recognised
on the trade date, 1 e the date that the Group commits to purchase or
sell the asset Regular way purchases or sales are purchases or sales
of financial assets that require defivery of assets within the time frame
generally established by regulation or convention in the marketplace

Financial assets held at fair value through profit or loss

Assets held within the ife company are designated as far value through
profit or loss, as they are managed and evaluated on a far value bass,
in accordance with documented strategy All other financial assets

held at far value through profit or loss are classified as held for trading
financial assets

Measurerment
Allinvestments are nitially recognised at far vaiue, being the
considaration gven

After imtial recognition, investments which are classified as held at far
valug through profit or loss are measured at farr value Gains or losses,
together with transaction costs, on investments are recogrised within
‘Revenue’ n the Income statement  Such gains or losses, where they
anse on seed capiial mvestments, include distnbutions from funds

For nvestments that are actively traded in organised financial markets,
far value 1s determined by reference to official quoted market bid
pnces at the close of business on the balance sheet date For quoted
nvestments that are not actively traded in organised financial markets,
far value 1s determined by using appropnate valuabon techniques For
private equity investments that were classified as at far value through
profit or loss untit 1 Juty 2008, far value was determined with reference
1o Intemational Private Equity and Venture Capital Valuation Guidelines
or by independent professional valuers

All regular way purchases and sales of financial assets are recognised
on the trade date, 1@ the date that the Group commits to purchase or
sell the asset Regular way purchases or sales are purchases or sales
of financial assets that require delivery of assets within the tirme frame
generally established by regulation or corvention in the markeiplace

Financial assets held to maturty

Designation

Held to matunty nvestrments are non-denvatve financial assets wath fixed
or determinable payrments and fixed matunty VWhere the Group has the
positive intention and ability to hold such assets to matunty, it 1s able to
categonse suchinvestments as held to matunty Such assets are held
excluswvely by the Group's Private Banking operations
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Measurement

Allinvestments are inially recogrused at far value, being the
consideration gven, including, where appropnate, acquistion charges
asscciated with the Investment

Financial assets held to matunty are measured at amortised cost, being
the amount at which they are measured at intial recognition less prnncipal
repayments, plus or rminus the cumulative amertisation using the
effective mterest methioxd of any difference between that intial amount
and the matunty amount, and rrinus any recuction (directly or through
the use of an allowance account) for iImpairment or imecoverability

(i Denvative financial instruments and hedge accounting
Denvative contracts are incduded at farr value at the balance sheet date
within *Financial assets’ or ‘Financal kabimes’ Farvalue represents the
amount at which a denvative could be exchanged in a transaction at the
balance sheet date between wilng parties

Where denvatves ars held for nsk management purposes, the Group
formally documents the relationship between the denvative and any
hedged item, its nsk management objectives, iis strategy for undertaking
the vanous hedging transactions and its assessment, both at hedge
inception and on an ongoing basss, of whether the denvatives that are
used in hedging transactions are highly effective in offsetting changes
infar value of hedged tems

In refation to far value hedges which rmeet the conditions for hedge
accounting, any gain or loss from re-measunng the hedging instrument
at far value 1s recognised immediately in the ncome statement Any gan
or loss on the hedged tem attributable to the hedged nsk is adjusted
aganst the camying amount of the hedged dem and recognised in the
ncome statement Hedge accounting 1s discontinued when the hedging
nstrument expires or 1 sold, tenminated or exeraised, or no longer
qualifies for hedge accounting

In redation to hedges of a net nvestment in a foregn operation, the
portion of the gain or loss on the hedging iInstrument that 1s determined
to be an effective hedge 1s recognised directly in other comprehensive
income and the ineffective portion 1s recogrised within ‘Revenue’ In the
income statement On disposal of the foreign operation, the gan or loss
on the hedgmg instrument recognised directly in other comprehensive
ncome s transfermed to the mcome staterment

{k)} Loans and advances to customers

Loans and advances to banks and customers are inhally recorded
at fair value and subsequently ai amortised cost using the effective
nterest method

Impaimnents for speciiic bad and doubtful debts are made agamst
loans and advances made by the Group to reflect an assessment
of mecoverability and are dechucted from the relevant assets Such
imparments are recorded within ‘Adminstrative expenses’ Inthe
income statement

{} Deferred tax

Deferred tax 1s provided in full, using the bability method, on all taxable
and deductible temporary differences at the balance sheet date between
the tax bases of assets and liebiiites and ther camying amounts for

financial reporting purposes

However, if the defened tax anses from the inhial recognition of an asset
or kahilty »t a fransaction other than a business comtunation that at the
tme of the transaction affects nether the accounting nor taxabte profit
orloss, it 1s not accounted for Deferred tax assets and habilities are
measured at the tax rates that are expected to apply to the penod when
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the asset 1s realised or the liakality 1s settled, based on tax rates (and tax
laws}) that have been enacted or substantvely enacted at the balance
sheet date

Deferred tax assets are recognised to the extent thatitis probable

that future taxabie profit wll be avalable aganst which the deductible
temporary diferences can ba utiised Deferred tax s provided on
temporary differences ansing oninvestments in subsidianes, branches
and associates, except where the iming of the reversal of the temporary
difference Is controlled by the Group and it is probable that the temporary
difference will not reverse In the foreseeable future

{m} Trade and other recervables
Trade recenvables are recorded inally at far value and subsequently
at amortised cost

Imparments for spectiic bad and doubtiul debts are made against
receivables to reflect an assassment of Imecoverabiity and are deducted
from the relevant assets Such mparments are recorded within
‘Administrative expenses’ n the ncome statement

{n) Cash and cash equivalents

Cash and cash equvalents compnse cash at bank and inhand and
short-term deposits with an onginal matunty of three months or less
Where the Group considers that such items are not to be used for
setting its liabilhes, for exarnple, secunties with short matunty dates that
will be rolled over as part of an nvestment portfolio, they are classified as
financal asssts rather than cash and cash equivalents For the purposes
of the cash flow statement, cash and cash equivalents consist of cash
and cash equivalents as defined above, net of outstanding bank
overdrafts where such faciliies form an ntegral part of the Group’s

cash management

(o) Non-current assets held for sale

Nor-current assets {and disposal groups) acquired exclusvely with
aview to subsequent disposal through sale or deemed disposal are
classified as held for sale and measured at the lower of ther carrying
amount and farr value less costs to sell

Non-current assets (and disposal groups) are classified as held for sale
if their carmying amount wall be recovered through a sale transaction
rather than through continung use This condition 1s regarded as met
only when the sale is highly probable and the asset (or disposal group)
15 avalabie for immediate sale in ts present condihon Management
must be cornmitted to the sale which shoutd be expected to qualify
for recognition as a complsted sale within one year from the date

of classfication At date of sale, post-tax gans or losses on such
assets are taken to the income statement where they are recorded
wathin ‘Revenue’

{p) Untt-linked habilhes and assets backing

unit-inked iabiliies

Investments in authonsed urit rusts and other financial assets held

by the life company are recognised and measured under 1AS 39 which
applies to Investment contracts that do not meet the iInsurance contract
definion under IFRS 4 Insurance Contracts Accordingly the Iife
company assets and liabilihes are recorded at fair value, with gains and
losses recorded within ‘Revenue’ in the ncome statement inthe year in
which they anse

(q) Financial labilibes

ltems included within this caphion on the face of the balance sheet
principally compnse debt secunties M issue and denvative financial
instruments Comparatve pencds also mclude tems in respect of hedge
accounting and deferred consideration ansing from the acquisrtion of
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New Finance MHoldings Limited n 2006 it excludes financial kabilties that
are recorded under the following headings

+ Deposits by customers and banks,
* Trade and other payables, and
* Provisions

Debt secunties in Issue are initially recognised at the farr value of the
consideration receved net of Issue costs assocated with the bormowing
After mibtial recognition, interest-beanng loans and bomowings are
subsequently measured at amortised cost using the effective nterest
method Amortised cost is calculated by taking into account any 1Issue
costs, and any discount or premium on setlement Gains and losses are
recognised within ‘Revenue’ in the income statement when the liabities
are derecognised

(N Deposits by customers and banks

Deposits by banks are inttially recogrised at the far value of the
consideration receved net of any directly attnbutable transaction costs
incurred  After inial recognition, the habities are accounted for at
amorhsed cost usng the effective nterest method talang into account
any atinhutable transachon costs

(s) Trade and other payables

Trade payables, other than long-term employee benefits (see note t
below), are recorded inttally at fair value and subsequently at
amortised cost

{t) Long-term employee benefits

Long-term employee benefits consist of supiuses/deficits in defined
benefit pension schemes and deferred cash awards under the Equity
Compensation Plan They are recorded at the present value of the
defined benefit cbbgation at the balance sheet date less the far value
at the balance sheet date of plan assets out of which the obligations
are to be setiled directly

For further details on the accounting policy n respect of defined benefit
schemes, see note z below

The Group makes deferred cash awards to key employees under the
Equity Compensation Plan in the form of a notional investment in funds
operated by the Group Such awards do not constitute share-based
payments, but are accounted for n accordance with IAS 19 These
awards are charged to ‘Administrative expenses’ within the ncome
staterment over the performance penod and the vesting penod of the
awards Awards that lapse are credited to the mcome staternent, again
within ‘Adrministrative expenses’, In the year n which they lapse

(u} Provisions

Prowisions are recognised when the Group has a present obligation
{legal or constructrve) as a resutt of a past event, it 1s probable that an
outflow of resources embodying economic benefits will be required to
settle the obligation and a reliable estimate can be made of the amount
of the obligation

Where the exstence of an obligation i1s possible, dependent on
uncertain events not wholly within the control of the Group, or a present
obligation cannot be measured reliably, or it 1s not probable that an
outfiow of resources embodying economic benefits will be required

to settle the obligation, the Group discloses, but does not recognise,

a contingent Jabity

Where the Group expects to recover amaunts provided, for example

under an insurance contract, the recovery 1s recogrised as a separate
asset but only when the recovery 1s virtually certain
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For onerous lease (or *surplus space’} provisions, where the effect

of the time value of money 1s matenal, provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects
cument market assessments of the ime value of money and, where
appropnate, the nsks specific to the liablity Where discounting is used,
the increase in the provision due to the passage of tme 1s recogrised as
an interest expense

(v} Own shares

Employee trusts have been established for the purposes of satisfying
certain equity-based awards The holdings of these trusts include
shares that have not vested uncondiionally in employees of the Group
{own shares)

Own shares are held for the short term to meet future award
requirements and are recorded, at cost, as a deduction from equity

{w) Revenue

Revenue s recognised to the extent that it is probabile that the
economic benefits wall flow to the Group and the reverue can be
rehably measured Unless otherwise stated, the types of revenue
Iisted below are all reported withun ‘Revenue’ n the ncome statement
The following specfic recognition cntena must also be met before
revenue 1S recognised

interest —non-banking

Interest on non-banking actmties compnses armounts due on the
Group's Investment capital and temporary surpluses or defiots in the
Group's cash accounts held with banks Interest recevable and payable
not ansing from the Group’s Pnvate Banking actvties s recogrised using
the effective nterest method and is recorded in the Income staterment
within ‘Interest recenvable and similar income’ or ‘Interest payable and
similar charges’, as appropnate

interest — banking

Interest recevable on the Group's Prvate Banlkeng actvities compnses
interest recevable on debt secunties and other fixed income secunties,
loans, advances and deposits placed, guarantee and commitment
commissions, and 1s recogrised using the effectve mterest method
Interest payable on banking actmties compnses interest payable on
deposits taken arki debt secunties nssue, and s recognised using
the effectwve interest method

Fees and commissions

Asset managemeant fees, mvestment advisory fees, ad hoc adwisory
fees, custody fees, stock lending commission, commitment fees,
arrangement fees, guarantor fees, and Directors’ fees are accrued
over the penod for which the serice s provided

Prvate Banking transaction and loan-related fees, together with fees
from structured client facilitation transactions are accrued over the
penod for which the service 1s provided

Asset management fees recaved in advance are taken to the balance
sheet and amortised on a straight-line basts over the penod of the
provision of the asset management service The penod of provision of
asset management service Is estimated based on expenence of average
holding penods for nvestments in the separate geographical locations
where such fees are eamed Redemptions are revewed on an annual
basis and the amortisation rate adjusted where there has been
asignificant and lasting change in redemption levels

Asset management fees recarved n advance N respect of structured
product funds and the remburserment of any marketing and distnbution
fees pad to the distnbutor as agent of the fund are deferred and spread
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over the life of the fund on a straight-line basis Such deferred fees are
released to the income staterment on redemption

The Group 1s entrtied to eam performance fees from a number of
clients where the performance of the clients’ assets exceeds defined
benchmarks by an agreed level of outperformance over a set time
penod Performance fees are recognised when the fee amount can
be estmated reliably and it 1s probable that the fee will be receved
Fees are nomally recognised at the end of a performance penod

Dnidends recewvabie
Revenue 1s recogrised when the shareholders’ nght to receve the
payment 1s established

Retums frorm private equdy nvestrments

The Group's private equity nvestments are classified as availabile-
for-sale After inial recognition, these investments are measured
at far value

Gans or losses on avalable-for-sale investments are recognised as

a separate component of equity until the investment is sold, collected
or otherwise disposed of, or untl the nvestment i1s determined to be
impared, at which tme the cumulatrve gam or loss prewviously reported
i other comprehensive INncome 1S N the ncome statement

Camed interests are recognised in the mcome statement on anaccruals
basis 1 accordance with the substance of the relevant contractual
agreement Where there 1s a contractual agreement to receve such
amounts subject to the fulfiment of speciied conditions, capital gans
recewvable are recognised in the ncome statement on an accruals basis
In accordance with the substance of the relevant contractual agreement
Whera there 1s no such agreement, capital gans recenvable are
recognised when the nght to recenve the payrment 1s established

(%) Cost of sales
Commussions and distnbution fees payable to third parties are
recognised over the penod for which the service 1s provided

Asset management fees paid n advance in respect of structured
product funds and the rembursement of any marketing and distnbution
fees pad to the distnbutor as agent of the fund are deferred and spread
aver the life of the fund Fees pad to the distnbutor but not yet charged
that relate to deferred {ees received are released to the ncome statement
on redemption

{v) Leases

Leases where the lessor retains substantially all the nsks and benefits

of ownership of the asset are classified as operating leases Income from
operating leases s recognised within 'Revenue’ on a straight-ine basis
overthe penod of thelease Incentves given to enterinto leases ars
amortised over the penod of the lease

As lessee, costs under operating leases are charged to the ncoms
statement as ‘Admnistrative expenses’ in equal amounts over the
penods of theleases incentves recenved to enter nto leases are
amortised over the penod of the lease

(z) Pensions and other post-employment benefits

The Group operates a number of pension schemes around the world
For defined contnbution schemes, pension contnbutions payable

in respect of the acoounting penod are charged as ‘Admurustrative
expenses’ to the ncome statement For funded defined benefit
schemes, the cost of providing benefits s determined separately for
each plan using the projected unit credt actuanal valuation method
The difference between the far value of the plan assets and the present
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value of the defined benefit obligation at the balance sheet dats, together
with adjustrents for unvested past service cost, 1S recognised as an
asset or kability, as appropnate, i the balance sheet An asset ansing,

for example, as a result of past over-funding or the performance of the
plan investments, 1s recognised to the extent that i 1s recoverable either
n that it does not exceed the present value of fuiiture contribution holidays
or through refunds or set offs of contnbutions

All actuanat gans and losses are recogrused in full in other
comprehensive NCome

{aa) Share-based payments

The Group makes equity-settied share-based payments to key
employees through awards over ordinary and non-votng ordinary
shares and by the grant of market value share options over non-voting
ordinary shares

Awards over ordinary and non-voting ordinary shares made under

the Group's Equity Compensation Plan are charged at far value as
‘Administrative expenses’ in the ncome statement The fair value of

an award s calculated using the market value of the shares on the date
of grant, discounted for the dwdends forgone over the average holding
penod of the award The farr value charges, adjusted to reflect actual
and expected levels of vesting, are spread over the performance penod
and the vesting pencd of the awards

Awards over ordinary shares made under the Group's Equity Incentive
Plan are charged at fair value to the income statement over a five year
vesting penod Far value 1s determmined at the date of grant and 1s equal
to the market value at that time

Options granted over non-voting ordinary shares under the Group’s
Share Option Plan are measured at far value at the date of grant The fair
value determined 1s expensed on a straight ine basis over the vesting
penod, based on the Group’s estimate of shares that will eventually vest
Farr value 1s measured by use of a stochastic option valuation model

The expected Iife used n the model has been adjusted, based on
management’s best estmate, for the effects of non-transferability,
exeraise resinctions, and behavioural considerations

Awards that lapse are credited 10 the Income statement inthe yearin
which they lapse

(ab) Foreign currency translation

The results of subsidiary undertakings, branches and associates drawn
up In currencies other than stering are translated at average rates of
exchange nuling dunng the year The assets and labdites of these entities
are translated at the rate of exchange ruling at the balance sheet date

Exchange differences ansing on the translation of the results of these
entibies from the average rate used in the income statement to the
closing rate used in the balance sheet are taken in other comprehensive
incorme In addition, exchange differences ansing on the transtation

of the equity of these undertakings at the beginning of the year, together
with hedges of such exposures, are also taken directly in other
comprehensve INcCome

Foreign currency assets and habilibes held by Group entties are
translated at the rates of exchange ruling at the balance sheet date

Ary exchange differences ansing are taken to the iIncome statement
within ‘Revenue’ unless they relate to non-monstary items whose gans
or losses are recogrised directly n ather comprehensive income For
such non-monetary tems, the exchange components of those gans or
losses are recognised in other comprehensve Income
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{ac) Operating profit

The Group has chosen 1o present a subtotal for ‘Operating profit’ on
the face of ts ncome statement The purpose of this presentation 1s
to display a measure of the Group's eamings before tax and non-core
recevables such as net finance ncome and ncome from associates
and joint ventures

{ad) Dividends payable
Dmidends payable are recognised when the dvidend i1s pard or approved
by shareholders, whichever 1s earlier

(ae) Excephonal tems

Excephional tems are those signiicant tems which are required to be
separately disclosed by wrtue of therr size or incidence to enable a better
understanding of the Group's financial performance

2 Estimates and judgements

Estmates and judgements used in prepanng the financial staternents
are penodically evaluated and are based on histoncal expenence and
other factors, ncluding expectations of future events that are beleved
to be reasonable The resulting accounting estimates will seldorm equal
the related actual results The estmates and assumptions that have
asignficant effect on the camying amounts of assets and habiftes are
discussed below

Valuation of quoted financial assets where there is an active market
Such assets are valued at the current quoted bid price using pncs feeds
from third party market participants

Valuation of quoted financial assets where there is no active market
From time to time quoted Investments held by the Group may not be
actvely traded in financial markets In such cases, the Group uses pnce
feeds from third party market participants to determine far value

Valuation: of financial assets where there is no quoted pnce

Such assets pnncipally consist of nvestments in pnvate equity, venture
and buy-out funds, hedge funds and funds of hedge funds Prvate
equity, venture and buy out funds are valued in accordance wath
Intermational Private Equity and Venture Capital Valuation Guidelnes and,
where appropnate, by iIndependent professicnal valuers Hedge funds
and funds of hedge funds are valued using the last pnce, quoted by the
relevant fund adjusted to reflect changes in underiying market condriions
occumng between the date of the last quoted pnce and the balance
sheet date These determinations require signdicant jJudgement
particularly n determiring changes in far value since the last formal
valuation by the fund rmanager or achsor In making this judgement the
Group evaluates armongst other factors the effect of cash distnbutions
and changes in the business outlook for each fund due to the financial
health and performance of ndmdual investrments within each fund

Impairment of financial assets categonsed as avalable-for-sale

Assets catagonsed as avalable-for-sale are reviewed at the end of each
reporting penod for mpaiment If the penod-end farr value of an asset
15 less than the cost or deemed cost of that assat, the Group will assess
whether there 1s objective evidence that the asset 1Is mpaired

For fixed income products, pnme considerations are whether the issuer
1$ expenencing signriicant financial difficultes, whsther there has been
abreach of contract, such as a default or delinquency in nterest or
pnncipal payments, and whether national or local economic cenditions
correlate with defaults on the types of product held

In respect of equity products, consideration 1s gven to the extent to

whuch the far vaiue of an nstrument s below cost and to the length
of ime that the fair value of an nstrument has been below cost
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impairment of other assets

Goodwill and other assets that have indefinite useful Iives are tested
annually to determine whether they have suffered any impaiment Other
intangible assets which have a firite useful economic iife are reviewed for
mpamment whanever events or changes in crcumstances indicate that
the carmyng amount of the asset exceeds its recoverable amount

For non-financial assets, the recoverable amount of an asset or
a cash-generating unit1s determined based on value-in-use calculations
prepared on the basis of management's assumptions and estmates

For other financial assets, the recoverable amount s determined
based on the estimated future cash flows Disclosure of the sensitmty
of carrying amounts of goodwill to the methods, assumptions and
estimates underlying the calculation s ncluded in the note to the
accounts conceming goodwill

Income taxes

The Group 1s subject to Income taxes In numerous junsdictions
Judgement s required in determining the worldwide prowision for
Ncome taxes There are transactions and calculahons for which the
ultmate tax detenmination 1s uncertain dunng the ordinary course of
business Where the final tax outcome of these matters is different from
the amounts that were inially recorded, such differences watiirmpact
the Income tax and defened tax provisions in the penod m which such
determination 1s made

Bank payroll tax

The Bank Payroll Tax ('BFT') was announced in the United Kingdom
(UK on 9 December 2009 and applies to certan bonuses awarded to
employees of UK resident banks between 9 December 20089 and 5 Apnl
2010 BPT s charged at arate of 50 per cent Draft legistation and
gudance on the new tax was issued on 9 December 2009 and further
gudance was issued over the following weeks The subsequent
gudance has clanfied the Government's intentions but substantial
questions remain

The Group has considered the impact that BPT may have on its financial
statements and has concluded that a smal number of employees
working In the Private Banking busness in the UK may fall nto the
Government’s defintion oi a relevant banking ermployee  As the Group
bekeves that the legislation in s cunrent form, orin a form substantially
similar to the draft legislation, will be enacted, BPT s expected to
become payable and has been accrued by the Group based on

the payments expected to be made o those employees within the

specified pencd

Pension oblgations

The present value of the pension obhgations depands ona number

of factors that are determined on an actuanal basis using a number

of assumptions The assumptions used n determiring the net
charge/{credit} for pension costs mdude the expected long-term rate of
retum on the plans’ assets and the discount rate Any changes in these
assumptions will impact the camying amount of pension obligations

The expected return on plan assets assumpbion is determined on
aundorm bass, talang into constderation long-term histoncal returns,
asset allocabon and future estimates of long-term Investment retums

The Group deterrmuines the appropnate discount rate at the end of each
year This s the interest rate that should be used to determine the present
value of estimated future cash outflows expectad to be required to setile
the pension obligations In determining the appropnate discount rate, the
Group considers the interest rates of high-qualtty long-dated corporate
bonds that are denominated n the currency n which the benefits will

be paid
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The ather key assumption that impacts the carmying vatus of the
obhigation s that of expected mortality rates Any assumphon made n
this area is inherentty uncertain The Group’s mertality assumptions are
based on standard mortality tables projected forwards ten years for
current pensioners and 20 years for future pensicners with the ‘medium
cohort’ adustment applied, augmented by underpinning to provide
for a constant level of mprovernent in long-term mortality rates

The Group reviews Its assumptons annually n conjunclion with its
ndependent actuanes and considers this adustment appropnate

gven the geographic and demographic profile of the scheme Other
assumptions for pension obligations are based in part on current market
conditons Further informaton, including a sensitvty analysis, 1s gven
in the note to the accounts concerning retirement benefit obligations

Surplus space

The Group penadically reviews its space requirements and makes
provisions where the Group has no current need for space to which
the Group 1s dready contractually committed under the terms of an
operating lease agreement The calculation of the required provsion
requires significant judgement, as the Group needs to estimate the
provision based upon discounted future cash outiiows due tobe

pard under the lease less any potential cash inflows from sub-letting
arrangernents that the Group 15 able to negotiate These cash flows are
then discounted for the remaining lease penod In estimating these cash
flows, the Group consults with external acvisors in the relevant location
to understand the potential to sub-let the space, the rental rates which
could be achieved and the potentid amcunt and trme penod of any
leasehold inducements which may need to be offered to successfully
secure a sub-tenant

Disclosure of the sensitmty of camying amounts of provisions for surplus
space to the methods, assumptions and estmates undertying ther
calculation is included in the note to the accounts conceming provisions
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3 Segmental reporting
(i) Operating segments

The Group has three continuing business segments  Asset Management, Private Banking and Group  Asset Management prnoipally compnses

Investment management ncluding adwisory senvices, equity products, fixed ncome secunties and altemative asset classes such as property,
commodites, prvate equity and funds of hedge funds, Private Banking prncipally compnses investment management and banking services

provided to high net worth mdmduats and certain smaller institutions, and Group pnncipally compnses the income on the Group's investments in
cash, liquid debt secunties, investments n equites, venture and buy-out funds and related vehicles less Group costs and prowsions

Dunng the year, the Group has adopted IFRS 8, which replaced IAS 14 Segment Reporting A key difference betwesn IAS 14 and IFRS 815 that the
latter requires segment information to be presented on the same basis as that provided for mtermal reporting purposes to the Group's chief cperating
decision-maker The chief operating decision-maker s the Group's Chief Executive Within the note below, segment information is presented on that

basis Comparatives for 2008 have been restated accordingly
Within the Group’s last annual firancat statements, the Group segment was disciosed as two separate segments —Group and Private Equity

As aresult of the adophon of IFRS 8, the Group and Private Equity segments, which have similar econommic charactenstics, have been aggregated

into a sngle segment

The allocation of costs to Indwvidual business segments is undertaken in order to provide management information on the cost of prowding services
and to provide managers with a tool to manage and controf expenditure Costs are allocated on a basis that aligns the charge with the resources

employed by the Group ina particular area of its business Typical dynamic allocation bases are square footage occupied and number of staff

employed by particular business segments

inter-segment
Asset Private eliminations and
Managemaent Banking Group Total
Year ended 31 December 2009 m £m m £m m
External revenue B84 4 830 324) 51 9401
External net mterest - 193 - - 193
Inter-segment revenues - 02} - 02 -
Total revenue 884 4 1021 132 4) 53 9594
Cost of sales {205 2) (a4 - - (209 6)
Net revenue 6792 7T 324 53 7498
Operating expenses 517 6) 776 (38 4) 1) B387)
Operating profit/floss) 1616 201 FO B} 02 1111
External riterest recenabie and simiar ncome 27 - 98 - 125
Inter-segment nterest recenvable/(payalie) 06 - ©4 02} -
Interest recenabla and simiar Income 33 - 94 02 125
Interest payable and similas charges 01) - (16 - 09
Net finance moomas{expense) az - 78 02) 08
Share of profit of associates and point ventures 99 - 57 - 156
Profit/floss) before tax 1747 201 573} - 1375
Exceptional itemns included im the analysis above (see note 4).
Revenues - - 39 1) - (39 1)
Operating expenses (17 3) - 63) - (236
{17 3) - {45 4) - [(Geiy]
Profit/{loss) before tax and excepbonal items 1920 201 {11 9) - 2002
Profit/(loss) before tax 1747 201 157 3) ~ 1375
Operating expenses include the following non-cash expenses,
Share-based payments (24 6) (16) (14) - 276
Deprociation and amartsation of property plant and equepment and software zn 05) (12 - (44
Amortisabon of other ntangble assats {25) @1 - - £26)
Impasent of other rtangible assets 27 - - - 27
Bad and doubtiul debts 02 63 (i 6) - 77
Cther promsions 27 ©1) @9 - 23
(32 6) 86) 91) - (57 3)
Asset Private
Management Banking Group Tota!
As at 31 December 2009 £m £m om £m
Segment assets 65490 26479 1,001 72 102856
Segrment kabiites 62010) {2 405 9} £327) (86396
3480 2420 1,0890 1,6400
Capea expenditure on segment assets 60 01 - 61

* Includas £30 0 rmiion mvestment injornt veriures, £0 1 mifion mvestment in assocates

2 Inchudes £16 4 miion rvestment Inassocates
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3 Segmental reporting continued
Impairment losses and the reversal of mparrment losses have been recognised In the year as follows

2009
Asset Private
Management Banking Group Total
£m £m m £m
Impaimment losses recognised in profit or loss i respect of-
Financal assets® - - (818 418
intarggible assets ansmg from busness comionations? 27 - - 27
Bad and doubtiul debis® 239 B3 (16 {101}
Reversal of imparrment losses recognised in profitor loss in respect of
Bad and doubtiul debts? 24 _ _ 24
(25 B3 43 4) (52 2)
1 Roported within revenue as an exceptional dem
2 Reported within operating expansas as an exceptional item
3 Reported within cperating expenses, £1 ¢ milion of the losses within the Group segment are reported es an exceptiona tem
Inter-segment amounts represent interest payable and recevable on cash balances held by Pnvate Banking on behalf of Group companies
Inter-segment
Asset Private eliminations and
Management Banking Group adjustments Total
Year ended 31 Decemnber 2008 £m £m £ £m £m
External revenue 953 6 888 (139 5 43 907 2
External net interest - 286 - - 286
Inter segment revenues - 12 - 12 -
Total revenue 9538 1162 (1385 55 8358
Cost of sales (204 9) {49) 03 - (2350 1)
Net revenue 7487 1113 (139 8) 55 7257
Oporating expenses 637 3) 731 {329 @3 {647 6)
Operating profit/(loss) 114 382 (372 7) 12 781
External nterest recervabla and ssmilar moome 67 - 323 - 390
Inter-sagment imterest recenabler(payabic) 6.5 - 53 {i2) -
Interest recenable and smiar ncome 132 - 270 (12 390
Interest payabie and simiar charges 01 - ©1} - 03
Net finance Income/{expense) 131 - 269 {12 388
Share of profil/joss) of asscoiates and yont ventures 66 - o4 - 62
Profit/jloss) before tax 2311 382 (146 2) - 1231
Exceptional items included in the analysis above (see note 4)
Raverues - - (147 2) - {147 2}
Operatng expenses 187} (15 - - 202
(187} 15 (147 2 - (167 4)
Profit before tax and exceptional ttems 2498 307 10 - 2905
Profit/{loss) before tax 2311 a2 (146 2) - 1231
Operating expenses include the following hon-cash expenses:
Share-based payments 215) (13 08 - 24 4)
Deprecaton and amortsaton of property plant and equipment and software 07 0n 08 - (119
Amersation of other eiiangible assets 25 on - - 32
Impament of other ntangile assets 52 (14) - - 66
Bad and doubtful debts 24) 13 - - B8
Other provisions 35 - 27} - 62)
{45 8) (53 48 - (55 9
Asset Private
Management Banking Group Total
As at 31 December 2008 £m £m £m £m
Segment assets 46639 24586! WO P 80734
Segment liabiites 41979 2197 § 517 6 441 2}
486 0 2670 8992 16322
Capial exponckture on segment assets 147 11 04 162

1 Inghudas £21 9 rmiion rvestmeent in joint ventures £0 1 milion investment in associates
2 inclydes £10 7 million nvestment in assocates
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3 Segmental reporting continued
Impairment losses and the reversal of impaiment losses have been recogrised in the year as follows

2008
Asset Private
Management Banking Group Total
£m £m £m £m
Impaiment losses recogmsed in profit or loss in respect of
Fnancral assats! - - 813 B9
intangible assets ansng from business combinations? 52) (14 - 6 6)
Bad and doubtiul debts? 24) (12 = 36
76 (2 6) (813 915
! Reported within reventue as an exceptonal term.
2 Repartod withn admnstrative expenses as an exceptional tem
? Reported within admwestatve expenses.
Inter-segment amounts represent Interest payable and recewvable on cash balances held by Private Banking on behaff of Group comparnies
(i) Geographical information
The Group earns its revenue in the following locations
Revenue
2009 2008
Country £m £m
United Kingdom 2087 2363
Luxernbourg 1198 1166
Switzerlend 844 B21
Japan 544 730
taly 391 466
UsA 396 541
Hong Kong 385 433
Korea 378 534
Tawan 354 345
Sngapora 323 303
Other 1794 1656
950 4 6358
The Group holds its non-curent assets in the following locations
Non-current assets!
2009 2008
Country €m £m
United Kingdom 922 1431
Switzertand 263 199
Channel Islands 108 159
China 202 202
Other 6807 257
2102 2048

! Under IFRS 8 the Group 1s requinsd to disclosa by geographcal location amounts of non-curment assets other than finanaal nstruments  defermred tax assets and retrement benefit assets
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4 Exceptional tems, revenues and expenses - other disclosures
(a) Exceptional tems compnse:

2009 2008
£m £m
Within revenues:
Net losses on financal essets k] (147 2)
Within operating expenses.
Redundancy costs (7 8) (136
Surplus spacs prosson and ofice rahonalisabon ansing from the cost reduchon prograrmme: {68 -
Other rationalisabon costs 29 -
Imparment of ot ventures and intangibiks assots 37 66
Provsion for bad and doubtiul debts {14) -
238 (202)
Total exceptional items 627} (167 4)

The Group belioves that the detenoration of the world's financial markets that occumed dunng 2008 and which continued to affect markets 1 2009 constituted rare events that had amatenal
tmpact on the value of the Group's mvesstment caprtal and intangible assets ansng from business combinations As such: lpsses on such assets dunng the year have been classified as
exceptonal items, together with the cost of redundancies and actions related to the cost reduction programme that have ansenas a drect conssxuenca of market conditions

{b) included in revenues:

2009 2008

m £m

Property rental ncome 51 43
Net Josses)/gans on foregn exchange’ 219) 1073
Net gans/flosses) on financiai assets and kabites held at far vahue through profit or loss 209 (138 4)
Camed mterests and distributions from avaliable-for-sale Private Equity inanctal assets - 12
Other net losses on disposal of avalablg-for sale financal assets 08 @273
Impamment of avalable-for saie financial assets — equites ] 314
Imparmment of avalable-for-sale financial assets — debt securities 67} 499
Forexgn exchange losses on impasment of avallable-for-sale financial assels 7 4) -
Amounts recycled through revenues in respect of available-for-sale financial assets? @24 {107 4)
Net lossesygans on far value hedges —hedged tems (110) 478
Net gams/losses) on farr value hedges - hadgng nstruments 14 (49 2)
Inaffectiveness recognised In revenue 04 (14)
Fee ncome from fiduciary actvities 8587 1,022.0
Interest ncome recevable by Private Banking subsdianas on financial assets not at farr value through profit or koss 608 12335
Interest ncome recevabie by Private Banking subaidianaes on financial assets at far value through profit o loss - 06
Interest expense payabie by Private Banking subsicianes on financal fabiibes not at fair value through profit or loss [415) 955
Net interestincome in Piivate Banking subsidiaries 183 286

¥ Excludes forexgn exchange on forward exchange contracts Such gans and losses ere ncluded n net gans/losses) on finenacal assets and kabbes hekd at fair value throuph profit or loss
2 Includes £1 3 mion (2008 ©£70 2 milion} losses on financal assets that were rectassified out of the farr value through prodit o loss category B0 the avaitable-for sals category on 1.July 2008
1 these mvestments had not been reciassdied an addibonal £7 1 milion gan (2008 £21 6 miion loss} would have been recogrised inrevenue

{c) Included in operating expenses:

2000 2008

£m £m

Sdlares and gther remunerabon 436 3405
Socal secunty costs kX 271
Other pension costs (seenote 5) 182 194
Employee benefits expense 3885 3870
Operatry lease payments 38 294
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4 Exceptional tems, revenues and expenses — other disclosures continued

The average number of employees employed by the Company and its subsidiary undertakings dunng the year was

2009 2008
Number Number
Ful-time employses 2,540 2699
Contract end temporary staff 118 254
2,658 2953
They were employad a5 follows (@ contnuing cperabons)
Asset Management 2,281 2,588
Prevate Bankng 322 314
Group 55 51
2658 2953
included in operating expenses:
Audit and non-aucdit fees
2009 2008
UK Overseas Total UK {Overseas Total
£m £m £m £m £m £m
Audtt fees for the Annual Accounts 086 - 06 06 - 06
Year-end audit services to the subsidianes of the Company 06 13 19 06 11 17
Other audit seraces prowded pursuant to legesiation 02 Q1 03 01 02 03
Tax sences 04 05 G9 04 05 09
Other servces 03 C1 04 02 01 03
21 20 41 19 19 38
(d) Included in net finance ncome:
2009 2008
£ £m
Bank starest mcenvable 95 155
Other interest recenvable on financial assets not at far value through profit or joss! 05 68
Imterest on fnancial assets held at far value through profit or loss 25 169
Interest recelvable and similar income 125 390
Interast payabie on bank kans and overdratts - i}
Other inerest payabie on financal kiabilites not at farvaiue through profit or loss (17 @3}
Interest payable and similar charges 17 02
' Inciudes £0 9milion (2008 £5 & milion) iterest on impared financial assets
5 Retrement benefit obligations
2009 2008
The charge for retirerment benefit costs s as follows. £m &m
Pension costs — defined contribution plans 150 159
Pension costs - defined benefit plans 28 34
Other post-emplayrmernt benefits 04 01
182 194
The defined benefit scheme charge in respect of the UK scheme consists of
Current service cost 75 85
Past senace cost 02 -
BExpected retum on scherme assets {35 O) (349)
Curtaiment 05 05
Interest on scheme lablibes 296 288
Total charge in respect of the UK scheme 18 19
Charges n respect of other defined benofit schemes 10 15
Total defined benefit scheme charges 28 34
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5 Retirement benefit obligattons continued

The prncipal scheme in the UK 1s the Schroders Retrement Benefits Scheme (the *Scheme’) which 1s non-contnbutory and adrminstered by the
Trustee Itis a funded scheme compnsing a defined benefit section and a defined contnbution section It is open to new entrants and has 305 active
members in the defined benefit section and 813 actve members In the defined contnbution section at 31 December 2009 (2008 289 and 878
respectvely) The most recent tnennial valuation of the Scheme was camed out as at 31 December 2008 It discloses that the market value of the
assets of the Scheme represented 92 per cent of the liatxlity at that date, calculated on the funding basis applicable to the Scheme, for the benefits
that had accrued to members at that date allowang for future ncreases In eamings and pensions The defiat identrfied has been met infull dunng
2010 by asingle cash contnbution

The Company pad effective contnbubons to the defined benefit section in 2009 of 35 8 per cent of pensionable salanes to cover the accrual of
ongong benefits For joiners on or after 1 June 1989, pensionable salanes for this purpose were subject to the statutory earmings cap which was
in foree until Apnl 2006, after which this cap was replaced by anotonal eamings cap

The penrsion cost under 1AS 19 for the defined benefit section of the Scheme has been determined by ndependent qualified actuanes, Hewatt
Associates Lirmited, and 1s basad on an assessment of the Scherme as at 31 December 2009 This assessment was camed out using the projected
unit method and the principal financal assumptions set out below Assets were taken at bid value and are held by an independent custodian

The Group has not matenally changed any of the pnncipal financial assumphons underying the calculation of the Scheme's net financial position,
although such assumptions have been amended where applicable to reflect current market condrions and expectations

In the vear, the contnbutions to the defined benefits section of the Scheme totalled £8 6 million (2008 £12 4 millon) The balance sheet habilty
at 31 December 2000 was £41 1 mikon (2008 asset of £22 4 milion)

Administration expenses and the levy payabla to the Pensions Protection Fund are met directly by the Group The actual retum on Scheme assets
was £35 1 milion {2008 negative retum of £5 1 millon)

The Group operates a number of simaller pension schernes around the world, some of which are funded defined benefit schemes with valuations
performed regularly by qualfied actuanes Actuanal assumptions vary according to the economic conditions of the countnes in which the funds are
situated In addiion, there are several defined contnbution schemes

The additional disclosures requred by IAS 19 are set out below Figures shown are for the defined benefits saction of the UK Scheme only

(a) Balance sheet assets:
2009 2008 !
£m £m
{Defici/surplus in the UK Scheme 41 1) 224
{b) Income statement charge:
2009 2008
£m £m
Pension benefits 18 19
Pension benefits 2009 2008
The amounts recogrised n the balance sheet are determmned as follows £m £m
Pressent vatue of funded obiigations Gid 1) (5252)
Far vale of plan assats 5730 547 6
Net (liability)/asset recognised in the balance sheet 121 1) 224

Scheme assets do nct nclude any of the Company's shares (2008 nil) or buildings occuped by the Group (2008 i)

‘The curnulative amount of actuanal gains and losses recognised i respect of the Scheme through the statement of comprehensive income 1s
a£91 6 millon loss (2008 £21 3 millon loss)

The expected rates of return on mdradual categones of Scheme assets (net of INvestment expenses only) are detemned by reference to
the following

Bonds — based on an outperformance of 0 4 per cent (2008 0 6 per cent } per annum above the vield on long-dated government bonds at the
balance sheet date

Equities — based on an outperformance of 4 1 percent (2008 3 9per cent ) per annum above the yeld on long-dated government bonds at the
balance sheet date

Liabiity-matching — based on an outperformance of 1 O per cent (2008 1 8 per cent ) per annum above the yield on long-dated govemment bonds
at the balance sheet date
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5 Retrement benefit obligatons continued

Other - based on the long-term expected return on cash implied by swaps yields, together with an expected retum on hedge funds based on
outperformance of 1 0 per cent per annum above the yield on long-dated government bonds at the balance sheet date (2008 based on thelong-
term expected retum on cash imphied by swaps yelds, together with an expected retum on hedge funds based on outperformance of 1 0 per cent
per annum above the yield on long-dated government bonds at the balance sheet date)

The movement N the present value of the UK defined benedit obligation dunng the year 1s as follows

£m £m
At 1. January 5252 5128
Curmert sarvice cost 75 85
Past service cost 02 -
Interest cost 296 288
Cunialment 05 05
Actuanal losses/igans) 704 o8
Benafits pard (183 (150
At 31 December 6141 5252
The movement in the far value of Scheme assets dunng the year is as follows
2009 2008
£m m
At 1 January 5476 5553
BExpected retum 350 349
Actuanal gans/icsses) 01 @00
Contnbutions by employer 86 124
Benefits pad (18 3} 150
At 31 December 5730 5476
The far value of Scheme assets at the balance sheet date 15 analysed as{ollows
2009 2008
£m £m
Equity mstruments’ 2892 2506
Debt nstrurments. 783 454
Liabiiity-matching assats 1906 2048
Other assats’ 149 468
5730 5476

! Includes property
2 Inchudes hedge funds

35 per cent of the Scheme's assets are lability-driven investments (including bonds and denvatives such as interest rate and inflation swaps and
cash) 50 as to match the profile of the Scheme’s liabiiies The remaining 65 per cent 15 Invested in a diversified portfolio of growth assets with an
allocation of approxmately 45 per cent to equities and 20 per cent to a range of other asset classes, ncluding property, prvate equity, hedge funds,
currency, high yield and emerging market bonds  The combination and the spread across the different asset classes has been designed to reduce
nsk while sill generating an expected rstum in excess of the cost of meeting the Scheme’s labilties

The pnncipal financial assumphions used were as follows

2009 2008
% %
Discount rate 55 &7
Inflation rate 39 30
Future salary increases 47 45
Future pension ncreases (for benefits samed betore 13 Auguest 2007) 36 30
Future pension ncreases (for benefits eamed after 13 August 2007) 23 21
Expectsd return on Scherme assels analysad as
Equities 86 78
Bonds 49 45
Liabiity-matching assets 55 57
Other assets 52 44
Number of years a curment pensioner s expactad to ive beyond age 60 Years Yoars
Men 28 28
Wormen 3 30
Nurnber of years fulure pensioners currently aged 45 are expectad to ve beyond age 80 Years Years
Men 30 30
Wormen 32 31
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5 Retrement benefit obligations continued
The history of the Scheme 1s as folows

2009 2008 2007 2006 205

£m £m £m m £m

Present value of defined benefit obligation 614 1} 525 2) (512 8) (500 8} 4717
Farr value of Scheme assets 5730 547 8 5553 5178 4805
{Defictty/surpius 1 the Scheme {1 1) 224 425 168 88
Expenence adustments on Scheme liablities 166 20 06 10} 101
BExpenence adustments on Scherne assets o1 (400) na 144 348

The amounts under IAS 19 that have been recogrised in the statement of comprehensive income {'SOCIT) inrespect of the UK Scheme are
set out below

2009 2008
% £m %
Actual retum iess expectad retum on LK Scheme assets 01 400
% of year-end market value of assats - 73
Expenence gains and losses ansng on UK Scherme Eablbes 166 20
% of year-end present value of Scheme lizbiitles 27 04
Changes In assumptions underying the present value of the UK Scheme liabiites (87 0) 74
% of yeer-end presant value of UK Scheme fabiibes (14 2) 14
Actuanal flossesy/gains recognsed in SOCH 70 3) 30 6)
% of year-and present value of UK Scheme fabiibes {11 4) 58
The senaitvty of the 2009 pension labilities to changes in assumptions are as follows
Estimated Estirnated
reductbon in reductionin
pension pension
labilities habilibes
Assumphon Assumpbon change £m %
Drscount rate Increasa by 0 5% per annum 578 94
Expected rate of salary Increases Reduca by D 5% per annum 23 04
Expected rate of pension increases n paymert Reduce by 0 5% per annum a7 63
Lite expectancy Rexhucs by one year 142 23
Membership detals as at 31 December 2009 are as follows
Active workers 305
Total pensonable salary roll £23 2 milion per annum
Average age {acive) 46
Average serca in plan 10 5 years
Nurmber of deferred members 1466
Total defemed pensions (at date of leaving Scheme) £9 9 mikon per annum
Average age (defermac]) 48
Nurmber of pensioners 645
Average age (DensIonars) 68
Total pensions in payment £14 0 millon per annum

The Group currently expects to miake contrbutions totaling approximately £29 O midion dunng 2010, payable monthty, to cover the acorual of ocngoing
benefits in the Scheme In additton, the Group made a contnbution of £53 2 mithon in February 2010 in relation to the deficit identrfied on the
Scheme's funding basis at 31 December 2008, as identified above

As at 31 December 2009, the amounts recognised in the balance sheet i respect of the Group's retirement benefit scheme deficits are

£m
UK Retrernent Benefit Schemes @11)
Other defined benefit schemes 54)

{46 5)
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6 Directors

(a) Total emoluments

The aggregate emoluments of the Directors amounted to £5 9 million (2008 £5 1 million) The aggregate of employer contnbutions to defined
contnbution arrangements i respect of the Directors dunng the year was £0 1 milion (2008 £0 1 mithor) Details of retirement benefits accruing
under defined contnbution amrangements and under the defined benefit secton of the Scheme are prowided in the remuneration report The
emoluments of the highest paid Director dunng the year amounted to £1 7 milkon (2008 £1 8 milion) There were 835,748 (2008 250,000) market
value share options exercised dunng 2008 resutting in & gain of £3 3 mullion (2008 £1 1 mifion) There were 1,077,383 (2008 ) nul cost options
exercised dunng 2009, resulting in a gain of £10 3 mithon (2008 £nil In adidition, 375,253 nil cost options wers exchanged for 346,648 restncted
shares There was no gan orloss as aresult Further detalls relating to emoluments paid to Directors are given in the remuneration report

{b) Rights to deferred cash and shares
Details of Directors’ nghts to defermed cash and shares are provided in the remuneration report

(c) Directors’ loans

Under the Comparres Act 2008, Schiroder & Co Limited 1s permitted as a banking company to make loans to Directors but no loans have been
made (2008 £ni) Anon-UK banking subsidiary made & loan of £1 2 milion (2008 £nil) to a Director which was outstanding at the year end

7 Tax expense

a) Analysis of charge in the year
(a) Analys g yea 2000 2008
£m £m
Current tax:
UK corporation tax on profits for the year 22 395
Double tax rebet (188 (38 2)
134 13
Adfustments 1n respect of phor years 46} 29
B8 42
Forexgn tax — current 368 451
Foresgn tax — acfustrments in respect of pnor years B35 10
Total current tax 421 503
Deferred tax — ongnabon and reversal of termporary differences 20 35
Adqustments m respect of phor years 17 20
Total tax charge for the year 418 518
Analysis of credit to equl
(b) Anatys: equity 2000 2008
£m £m
Current ncorme tax on Equity Compensaton Plan and share opbon awards 54) 08
Current ncoma tax on mevarments on avaitable-for sake financial assets B840 13
Deferred tax on Equity Compensation Plan and share option awards — curent year 09 13
Deferred tax on Equity Compensation Plan and sharg option awards - prior year o1 04
Defesrad 1ax on achuanal gars and losses on defined benefit pension schemes (18 6) 86}
Tax {credity/charge reported in equity 31 10
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7 Taxexpense continued
(c) Factors affecting tax charge for the year

As of 1 April 2008, the UK standard rate of corporation tax changed from 30 per cent to 28 per cent , leading to a change in the effective UK

corporation tax rate used from 28 5 per cent 10 2008 to 28 O percent 0 2008

Thetax charge for the year s higher (2008 higher) than the UK standard rate of corporation tax of 28 per cent The differences are explaned below

2009 2008
£m £m
Profit before tax 1375 1231
Profit before tax mutiplied by corporation tax at the UK rate of 28 per cent (2008 28 5 per cent) 385 351
Effects of
Impact of profitsAosses ansing n unschchons with higher tax rates 43 27
Impact of profitslosses ansing n unsdichons with lower tax rates B30 {7 5
Non-taxable ncoma net of disalowable expenses 21 03
Movernent in unrecogrised defermad tax - curment year a0 123
Effect of share price movements on defermed tax assets relatng to share schemes (11 28
Foraign exchangs mavernents on tax balances 06 ©7
UK tax on profits of overseas entrbes after double tax refef 186 49
Overseas tax, on profits of UK entibes sfter double tax ralief 16 06
Pnoryear adjustments
UK tax {4 6) 29
Forexgn tax {35) 10
Defetred tax 17 20
Total tax charge for the year 418 518
8 Divnidends
2009 2008
Pence per Pence per
£m share tm share
Deciared and pald in year
Finat ddend paid 574 210 £G4 210
Intenm drdend pesd 275 100 273 100
B49 310 867 310
Second intenm dividend for 2009 payable 28 March 2010 582 210

Dradends of £4 O milion (2008 £3 5 million) on shares held by the employes trusts have been waived

8 Earnings per share

Basic eamings per share 1s calculated by dviding the profit for the financial year attnbutable to equity holders of the parent of £95 4 milkon
(2008 £76 7 milion) by the weighted average number of shares in issue dunng the year, less the weighted average number of own shares

The post-tax atinbutable profit adjusted for exceptional termns is £150 3 milion {2008 £210 9millon}

Dihted eamings per share is calculated as for basic eamings per share with a further adjustment to the weighted average number of shares to reflect

the effects of all diutive potential shares

There 1s no difference between the profit for the financial year attnbutable to equity holders of the parent used in the basic and dituted eamings per

share calculations
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9 Eamings per share continued
Reconciliaton of the figures used in calculating basic and diluted earmings per share

2009 2008

Number Number

Waghtad average number ¢f shares used m caleutabon of basc eanrwngs per share 278,180,961 279 534,683
Efiect of diutve potential shares — share opbions 680 378 1,128 445
Efiact of diutive potential shares — cortingently issuabla shares 158 122 632053
Weighted average number of shares used in calculaton of diuted eamings per share 21M94t 281,295,181

There have been no matena! transactions invoving shares or potential shares since the reporting date and before the completion of these
financial statements

10 Goodwill
2009 2008
£m om
At 1 Jaruary 1128 952
Exchange translation adjustments {10 1} 296
Additions D1 121
Raversal of contingent consideration - 24 %)
Transfors from intangible assats 128 -
At 31 December 1756 1128

At 31 December 2008, the intial accounting for two acquisitions of the Group had been determined only provisicnally The accounting for these
acquistions has now been finalised and, in respect of the 2008 acquistion of Swiss Re Asset Management Funds (Switzerland) AG, ntangible
assets of £12 8 milkon have been reclassified in the year as goodwaill This is recorded above within the "Transfers from intangible assets’ ine

A small adjustment was also mads in relation to the 2008 acquistion of E Sun SITE, recorded within the *Additions’ Ine above

Goodwil acquired in a business combination 1s allocated to the cash generating units ('CGUS’) that are expectad to benefit from that business
combmaton For all relevant acguisitions, the lowest level of CGU the Group 1s able to use to determine mpaiment s segment level

The carmyang amount of goodwill has been allocated as follows

2009 2008

£m £rm

Assot Managerment 1070 1039
Prvate Banking 86 89
1156 1128

The recoverabie amounts of the CGUs are determined from value-in-use calculations  The key assumptons on which management have
basad their five-year cash flow projections to amve at the value-in-use are those regarding the market growth rates (based on the Group's view
of anticipated future market moverments), a pre-tax discount rate of 10 2 per cent , expected fund flows (based on the aggregation of local
expectations of country heads worldwide) and expected changes to margins (based on an analysis of the current fee structure flexed to take
nto account expected changes in product mix and the propartion of rebates payable to external distnbutors) The growth rate used within the
calculation s 2 per cent (2008 2 percent)

The sensitvty of the camying amounts of goodwall to the methods and assumptions used in the estmation of the recoverable amounts of the

CGUs s small due to the amount of goodwill on the Group's balance shest relative to the size of the Group’s estmations of future profitabiity within
the business segmernts to which that goodwill has been allocated
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11 Intangible assets

2009 2008
intangible Intanggble
assets arising assets ansng
from business from business
combinatons Software Total Scitware Total
£m £m £m m £m £m
Cost
AL 1 Jaruary 445 490 935 125 B4 489
Exchange translation adiustments 26 (i3 39) 115 34 149
Additons - 12 12 205 23 298
Transfers to goodwill {128 - {12 8) - - -
Orsposals - (o 1o o1 o
At 31 December 291 479 770 445 450 935
Amortisation
At 1 Jarwary {143) (28 5) 42 8) 27 21 1) (238)
Exchangs translabon adustments 09 09 18 {18 29 @7
Amortisation and mpesment for the year (53 54 (107 08 “5 {143
Dwsposals - 10 10 - - -
At 31 December (18 7) {320) (507) (143 (285 {42 B)
Carrying amount at 31 December 104 159 263 302 205 507

There were no additions to intangible assets ansing from business combinations dunng the year However, at 31 December 2008, the intial

accounting for two acquisthons of the Group had been determined only provisionally The accounting for these acquisitions has now been finalised

and, In respect of the 2008 acquisition of Swiss Re Asset Management Funds (Switzerdand) AG, intangible assets of £12 8 milkon have been
reclassified in the pencd as goodwill This is recorded above within the "Transters to goodwaill ine

The amorhisation charge for the year inrespect of fund management contracts was £2 6 million (2008 £3 2 milion) In addition, a charge for
imparment of £2 7 milkon (2008 £6 6 million) was taken in respect of reduced expected future cash inflows from entites acquired by the Group
Discount rates of between 10 2 per cent and 10 5 per cent were used in calculating the estimated levels of mpaimment

Amortisation of ntangible assets 1s recorded in the Income statement as an operating expense

The Group has future commitments to purchase software with a value af £0 4 milion (2008 £ni) None of the Group's mtangible assets are internally

generated

12 Property, plant and equipment

2009

Office Long leasehold

equipment, premisesand equpment, promisas and
computers leasahold computers leasehoid
andcars Improvements’ Total andcars mproverments' Total
£m £m £m £m £m m
Cost
At 1 January 268 530 788 213 4486 6859
Exchange transiabon adiustments {14) {21 35 27 57 B4
Additons 22 27 49 36 33 649
Drsposals 395 &3 68 08 06 (14)
A131 December 241 503 74 4 268 530 798
Depreciation
At Jaruary {193 fceds) 52 1) (15 4) 24 9) {403)
Exchange transizton adiustments 10 11 21 22 36 58
Depraciabon charge for the year 28 62 0 25 “9) 7 4)
Drsposals 31 28 59 08 06 14
At 31 December (180} 35 1) B3 1) (193) 32 8 {52 1)
Net book value at 31 December 61 152 213 75 202 277

' Includes lease deposts of £3 1 milion {2008 £ 8 miion)

Depreciation of property, plant and equipment 1S recorded in the iIncome statement as an operating expense

At 31 December 2009 and 2008, none of the above assets were held under finance leases The Group has future commitments to purchase

property, plant and equipment with a value of €0 7 milion (2008 £ril)
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13 Associates and joint ventures
2009 2008
£m £m
Assocates 165 108
Jornt ventures 300 219
Associates and joint ventures 465 327
Associates
The nterest in associates compnsed
Group's share
of post-
acgusthon
Equity reserves Total
£m £m 2m
At 1 January 2009 55 53 108
Profit for the year after tax - 57 57
At 31 Decemnber 2009 55 110 165

The pnncipal associate, Schroder Ventures Investments Limited ('SVIL), 1s unhisted and engaged in pnvate equity investrment Its results included
In these accounts are shown below, together with the Group's percentage interest therein at 31 December 2009 1tis incorporated and operates
in Guemsey

Particulars of 1ssued share and loan capital of the prncipal associate held by the Group at 31 December 2009 are

Percentage
owned by the
Class Number  Issued capital Group

Guemsey
Schroder Ventures Investments Limited Ordnary shares 445 200 £4,462 50
Deferred shares 107,200 1072 50
Radeemable proferance shares 2 119,450 £2.119 50

The financial statements of SVIL are prepared to 30 June each year Accounts are prepared to this date so that the company’s year end 1s
cotermmous with those of its magor iInvestments For the purposes of applying the equity method of accounting, the intenm financial statements
of SV have been used

Summansed financal information m respect of the Group's associates 15 set out below

2009 2008

Other Cther
SVIiL associates Total SVIL associaies Total
£m £m £m £m £m m
Total Bssets 30 03 333 217 06 223
Total kabilties 02 01 03 ©3 01} 06)
Net assats 328 02 330 212 05 217
Group's share of assoaiates’ net assets 164 Q1 165 108 02 108
Ravenue 13 02 15 06 1) 05
Profit/loss} for the year 112 02 114 {0 6 {0 1} 07)
Group's share of asspaates’ profit/loss) for the year 58 01 57 03 {01} 104

The Group has a contractual commitment to the further purchase of share capital in SVIL of £4 5 rmillion, subject to call
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13 Associates and joint ventures comtinued
Joint ventures

The Group's pinaipal jont venture is a 30 per cent interest in the ordinary share capital of Bank of Communications Schroder Fund Management

Co Uid , which is rnvolved in the management of funds in China

The Group accounts for its holdings in joint ventures using the equity method of accounting The Group's share of the assets, labiliies, revenue and

expenses of the jont ventures is as follows

2009 2008
China joint Other joint Chna ont Other jomt
venture vertures Total venture ventures Total
£m £m £m £m £m £m
Non-cument assets 34 07 41 o7 15! 22
Curent assets 328 15 43 243 03 246
Non-curment iabilives a1 - 11 ©2 - 02
Current kabiies 7o 03 73 “e 01 “7)
Total equity 281 19 300 202 17 219
Revenue 265 05 270 162 05 167
Expensos (32 ©s {137) 79 03 73
Tax 34 - B4 28 - 28
Group's sharo of ot ventures' profit for the year 99 - 99 64 02 66
! Balarce consists of goodwil
14 Unit-hinked habilrbes and assets backing unit-inked habiiries
Assets backing uni-linked liabilites compnse
2009 2008
£m £m
Irvestments in authorised unt tusts 10054 15107
Other firancel assets! 35359 2,074 1
Cash and cash equivalents’ 2667 1295
57080 37143
The Iife company's assets are regarded as current assets as chents are able to withdraw funds within one year
Unit-inked habdhes compnse
2009 2008
£m £m
Fnancal iabibes due 1o ife company mvestors 5,082 9 32347
Financal liabiites dua to third party nvestors? 6451 4798
57080 37143

' Represents the assets of undertying funds in which the kfa cormpany mvests where the Group 1s n a posttion to be able to exertise control aver those funds

2 Such Eablites anse in respect of assats controlied by the Group that are benefically owned by third parbes

The above assets and unit-inked kabiliies anse within the Group's wholly-owned entty, Schroder Pension Management Limited (‘the Ife company'),

which purchases units In open-ended authonsed unit trusts on behalf of chents seeking to Invest In unit trusts with a ife assurance wrapper

The Group has neghigible exposure to credit nsk in relation to the investments of the Ife company as the nsks and rewards assocated with s
nvestments are bome by the Investors in the life company’s funds and not by the ife company tsetf

As s commen practice in the Industry, the Ife company has granted floating charges over its long term assets toits reinsured policy holders

The floating charges corvert nto fixed charges In the avent of the Insolvency of the Ife company The charge ensures that such poiicy holders rank

equally with direct policy holders in the event of the Insolvency or winding-up of the Iifs company
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15 Non-current financial assets

2009
Fairvalue

Heldto throughprofit Avallable-
maturity orloss for-sale Total
£m £m £m £m
Equiies —bsted - - 329 329
Equities —unlisted - - 306 308
Debt secuntes —Ested 273 - c3 276
Debt securibes - unksied - - 25 25
Investrrents 273 - 6563 936
Denvatrve contracts (see note 26} - 361 - 361
273 361 663 1297

2008
Far value

Heldto through profit Avalabie-
matunty orloss for-sale Total
£m £m m £m
Equibes —isted - - 241 2414
Equites — unistad - - 368 368
Debt secumes - ksted 890 - o2 602
Other — unlisted - - 05 05
Investrnents 690 - 6516 1306
Denvabve contracts (see note 26) - 242 - 242
6890 242 616 1548

The Group’s held to matunty financial assets are held within the Group's Prvate Banking operations as part of ther banking book
Effective from 1 July 2008, the Group adopted the amendment to 1AS 39 ssued in October 2008 and reclassrfied held for trading financial assets out

of the fair value through profit or loss category and into the avallable-for-sale category The camying value of the reclassified financial assets at
31 Decamber 200915 £7 8 mihon (2008 £7 6 milon)

16 Trade and other receivables

2009 2008

Current Non-current Total Current Non-current Total
£m £m £m tm £m jaggl

Trade and other recenvablos held at amortised cost
Fee debtors 427 - 427 415 - 415
Settlernent accounts 653 - 653 7786 - 776
Accrued INcoma 1412 20 1432 1334 24 1358
Other debtors B33 24 657 B 4 35 B9 9
3125 44 3169 3389 59 344 8

Non-financsal nstruments.

Prepayments 22 01 23 136 09 145
Other debtors 40 04 44 64 - 64
387 49 3436 3BAG 68 3657

All trade and other recavables isted above are non-interest beanng The camyng amount of the non-interest beanng trade and other recevables
approximates to ther far value
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17 Current financial assets

2008
Fair value
Heid to through Available-
profit or loss for-sale Total
£m fm £m £m
Equites - ksted - 711 868 1579
Equibes —nistec] - 112 209 321
Debt secunties —kstad 1966 3938 595 6499
Debt secunbes —unksted 2809 06 1921 4736
Investrments 4775 4767 3593 13135
Desmvatve contracts (see note 26) - 257 - 257
4775 502 4 3593 13392
2008
Far value
Held to thwough Avalabie-
maturty profit or loss for-sale Total
£m £€m £m £m
Equtes —ksted - 485 536 1021
Equities — unfistad - 395 1247 1642
Debt securties —listad 723 363 1 1846 6200
Debt securties — Lnisted 704 4 107 36 7187
Investments 7767 4618 366 5 1,6050
Denvative contracts (see note 26) - 567 - 567
7767 5185 366 5 16617
The Group's held to matunty investments are held within the Group's Private Banking operations as part of therr banking book
Effective from 1 July 2008, the Group adopted the amendmernt to 1AS 39 1ssued In Octeber 2008 and reclassified held for trading assets out
of the fair value through profit or loss category and into the avallable-for-sale category The carrying value of the reclassified financial assets at
31 December 200915 £59 7 milion (2008 £262 1 milion)
18 Loans and advances to customers
2009 2008
£m £m
Loans and advances to customerns 964 2 802 4
2000 2008
Gross Provisions Net Gross Provisions Net
fm om £m £m &m
Matunng/repncng fwhchover s esvdied n
toss than 1 year 4787 ]3] 4691 3670 )] 3854
1-2years 1805 - 1805 1304 - 1304
2-3years 134 - 134 608 - 808
3-~4years 310 - 310 255 - 255
4-5years 337 - 337 583 - 583
Maore than 5 years 2365 - 2365 1420 - 1420
4051 - 4951 4170 - 4170
9738 o6 964 2 8040 (e 802 4

An impaument charge of £7 7 mullion {2008 £1 2 milllon) has been charged to the Income statement m respect of loans and advances to customers
Factors considerad in determining whether impaiment has taken place inciude how many days past the due date a recenvable 1s, detenorationin the
credit quality of a counterparty, and knowledge of specific events that could influence a debtor's ability o repay an amount due
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19 Cash and cash equivalents
2009 2008
£m fm
Cash at bank ang i hand 10450 8666
Cash equvalents 4576 2010
15026 10676

Cash eguvalents pnncipally compnse cash on short-term deposit with banks  The book value of cash and cash equivalents approximates
to therr farr value

20 Non-current assets held for sale

From tme to time, Group companies Inject capital into funds cperated by the Group (seed caprtal) Where the Group holds mare than 50 per cent
of the fund In which itis nvesting and where voting nghts are attached to the holding, the Group techrically controls the fund and ik becomes

a subsidiary of the Group Where the Group 1s actively seeking to reduce its holding wathin 12 months, the fund is classified as being held for sale
as it is considered highly probable that the fund wall not remain under the control of the Group one year after the onginal investment is made

If the Group still retans control of the fund after this time, the fund ceases to be classified as held for sale and 1s consoldated

2009 2008
£m &m
Sead cepital classiied as bang held for sale - 20

At 31 December 2008, the fair value of non-cument assets held for sale was £ni (2008 £2 0 milion)

In the year to 31 December 2009, no investments in funds were classified as non-current assets held for sale The two funds in wiich the Group held
seed caprtal nvestments at the start of the year ceased to be dassified as non-current assets held for sale as they no longer met the conditions within
IFRS 5 regarding such dlassifications Investments cease to be classified as held for sale when they are no longer controlled by the Group  This may
happen either through sale of the Investment and/or dilution of the Group's holding

The effect of reciassifying these funds on the resulls of operations is to Increase revenue by £nil i 2009 {2008 increase of £0 5 milkon)

£0 1 milbon {2008 £1 3 milion) has been charged to revenue within the mcome statement in relation to non-current assets held for sale

The Group's exposure to credit nsk s represented by the camyng amount of the assets

21 Financial habilties

2009 2008

Current MNon-current Total Currert Non-current Tota

£m £m £m £m m m

Damvatve cortracts (seq nots 26) 236 376 612 1002 264 1266
Labiibes n respect of consolidated funds 197 - 197 99 - 99
Deferred consderaton payable on acquesiions - - - 88 - B8
Cther 03 - 03 - - -
438 376 812 1189 264 1453

All financial labxities with the exception of other are held at fair value through profit or loss Denvative contracts and kabilibes in respect of consolidated
funds are held for trading Cther financial liabsities are held at amortised cost

Liabiibes in respect of consolidated funds anse where non-cument assets previously classrfied as being held for sale (see note 20) are consolidated
When this occurs, the Group acqusres a liabiity in respect of units held by third parties in the funds of which the Group has controt

Included in current denvatve contracts are forward foregn exchange contracts with a fair value of 20 9 midion (2008 £27 2 milion) held to hedge net
Investments in foreign operations

2009 2008
£m £m

Matunng/repnaing fwhichever s earber) of financial kabihes (exciuding denvatives) in
Less than 1 year 200 187
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22 Deferred tax

Deferred tax assets/{iabities) represent temporary differences, iIncluding those ansing from bonuses

{(a) Deferred tax habilties

2009 2008
£m em
At 1 January {41) 27
Exchange transiation adiustments o2 {13
Income staternant cradit/(expense) 14 04
Transfers - 032
At 31 December (25 {41)
{b) Deferred tax assets
2009
Temporary

Accelerated differences Tax losses

capital including camied
allowances bonuses forward Total
£m £fm £m
At 1 January 36 381 14 431
Exchange translation adiustments - 0 - 06
Changes n trng differences - moome statement (exponsa)/cradit 07 58 53 1na
Debit taken 10 equity - 298 - 298
At 31 December 29 €15 67 Al

2008
Ternporary

Accaerated differences Tax losses

caputal naluding camed
alowances bonuses forward Total
£m £m £m £m
At 1 January 45 368 15 428
Exchange translation adjustments 01 a7 - 48
Changes n trmng differences - ncome statement (axpense)/credit {10 01 01} (10
Effact of changes in tax rates — nocome statement expensa - 22 - 22
Transfers - 03 - 03
At 31 December 36 381 14 431

Included n deferred tax assets relating to temporary differences including those ansing from bonuses 1s an asset relating to UK tax deductions for

share-based remuneration which are dependent on the pnces of Schroders’ ordinary and nan-voting ordinary shares at the time the awards are

exercised These have been recogrused based on the share prces as at 31 December 2009 Subsequent to the end of the penod, Schroders share
pnces have fallen 1f the asset were recogrised at the share price on 2 March 2010, then deferred tax assets would be reduced by £2 3 milhon all of

which would be recognised as a charge directly in equity

Adeferred tax asset of £12 9milion (2008 £12 9 million) relating to realised and unrealised capital losses has not been recognised as there is

nsuficient evdence that there will be sufficient taxable gains in the future against which the deferred tax asset could be utilsed

Adsferred tax asset of £34 9million (2008 £47 8 mifion) refating to losses and other temporary diferences has not been recognised as there is

insufficient evdence that thers will be sufficient taxable profit against which these losses and temporary differences can be utiised This unrecognised
deferred tax Includes an amount of £14 9 milion {2008 £15 1 miflion) relating to US losses of £42 6 milken (2008 £33 4 million), which are subject to

aminmum expiry penod of 12 years

The aggregate amount of gross temporary differences regarding nvestments in subsidianes 1s £14 5 milion (2008 £29 0 mibor} Deferred tax has
not been provided as the relevant parent company 1s able to control the timing of the reversal of the temporary differences and it 1s probable that the

temporary differences will not reverse in the foreseeable future

Due to changes in UK tax legistation, from 1 July 2009, the use of Excess Unrelieved Foregn Tax (EUFT') has been abolished Therefore, there s no
unrecognised deferred tax asset in refation to EUFT as at 31 December 2009 (2008 £9 1 mullion}
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23 Provisions

Legal Surplus space

and tax and other Total
£m em m
Al 1 January 2009 68 121 189
Exchange transtation adustments 03) {04} 07)
Unwindng of discounts - 04 04
Provisions utised (10) 23} 33
Addional provisions charged n the year 01 61 6.2
Unusad amaounts reversed m the vear 38 0% B39
At 31 December 2009 18 158 iT6
Current — 2009 18 30 48
Non-current — 2009 - 128 128
18 158 176
Curent — 2008 68 19 87
Non-curent - 2008 - 02 102
68 121 189

The Group's provisions are expected to mature in the following time penods
2000 2008
£m o
{essthan year 48 87
1=-2years 26 23
2-3years 23 18
3-4years 23 17
4-5yoars 23 7
Morathan 5 years 34 33
Effect of discounting o1 8
128 162
176 89

Legal and tax

The amount is pnmanly In respect of a potential overseas tax lability and the balance of a prowision for ndeminfication obligations under the terms of
the sale of the mvestrment banking business in 2000 Details are not given as the Directors feel that to do so may prejudice the Group  The timing of
resolution of legal claims 15 subject to uncertainty, but rtis possible that those matters will have been resolved by 31 December 2010

Surplus space

The Group holds prowisions of £15 4 milion (2008 £11 4 million} aganst certain leaseholds in connection with surplus space  The provisions for

these onerous contracts have been made taking nte account residual lease commitments, other outgoings and sub-letting arangements In armving
al the provisions, the cash flows have been discounted at rates representing an estimate of the interest rates relevant to the penod of provision The
weighted average of these rates 153 3 per cent (2008 3 6 percent) It s envisaged that the provisions will be utilsed on an even basis untl 2015

The catoutation of the sumpius space provisions involves two principal assumptions an estimation of the tme value of money to the Group, and
the mitgating effects of sub-letting ncome recevable Cash cutfliows and nflows are predominantly contractually agreed fixed amounts The
effect on the provisions of an increase/decrease of one per cent N the discount rate used In the calculation would be approximatety £0 6 millon
(2008 £0 5mulion) The sensitvty of the carrang amounts of surplus space provisions to the methods and assumptions used in ther estimation

1s therefore not considered to be sigrificant
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24 Trade and cther payables
2009 2008
Current Non-current Total Curment No-cumant Tota
£m £m £m £m £m £m
Financial liabiites at amortised cost.
Settlement accounts 728 - 728 884 - B34
Trade cracitors 212 - 212 239 - 239
Socil secunty 245 202 447 204 152 356
Aocruals 2146 32 2178 2236 58 2294
Other kabiites 525 54 2 1067 310 37 707
3856 776 4632 3873 07 4480
Non-fnancal instruments
Detarred ncome 41 58 97 67 g4 151
Other fabiiies 59 09 68 74 09 83
3956 841 4797 01 4 700 a714
The carrying amount of the financial labities at amortised cost approximates 1o therr fair vadue
The Group's financial hakiites at amortised cost are expected to mature in the following tirme penods
iR
Less than 1 year' 3856 3873
1-2years 528 341
2-3years 94 99
3-4yeers 67 30
4-5ysars 33 20
More than 5 years 54 17
776 607
4532 4480
1 Settlement accounts are generally settied within 4 {2008 4) working days and trade creditors have an average settiement penad of 122008 10} working days
25 Deposits by customers andbanks 2008 2008
£ £m
Customer accounts 21276 1,820 0
Depostts by banks 1600 1670
22876 20570
2009 2008
Customer Deposits Customer
accounts by banks Total accounts by banks Total
£m £m fm £m £m £m
Matunng/repncig iwhichever s earfier) n
Less than 1year 1,744 5 1600 1,904 5 16812 167 0 1,858 2
1-2years 168 1 - 168 1 995 - 995
2-3years 125 - 125 629 - 629
3-4vyears - - - 19 - 49
4-5years 56 - 56 280 - 280
More than 5 yoars 196 9 - 1969 a5 - a5
283 4 - 3831 1988 - 1988
21276 1600 22876 18900 167 0 20570
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26 Denvative contracts
(a) Why the Group uses denvatives
The Group holds denvatives for nsk management and customer facilitation purposes enly The Group does not hold derwvatives for tracing or other

speculative purposes

Risk management the Group actively seeks to Imit and manage its exposures to nsk where that exposure 1s not desired by the Group This may

take the form of unwanted exposures to a particular currency, type of interest rate or other prce nsk By purchasing or selling dernvative contracts,
the Group 1s able to mitigate or ebminate such exposures The principal nsk the Group faces through such use of dervative contracts is credit nsk
For detatis of how the Group manages s exposures to credit nsk, see (b) below and note 27

Customer fagilitaton The Group's Private Banking entries are involved in providing portiohio managerment, banking and investrment acvisory
services, parmarly to private clients In carmying out this business they transact as agent and pnncipal in financial assets and hiabilities in order to
meet custormer facitation requirements Private Banking's policy 1s 1o hedge, as appropnate, exchange rale and interest rate nsk on s customer
facitabon postions usng foregn exchange and interest rate contracts This hedging of equal and opposite nsks seeks to miigate market nsk,
but does not elrrinate the possibity of credit nsk For detatts of how the Group manages its exposures to credit nsk, see () below and note 27

{b) What kind of denvatives the Group uses

Currency forwards represent commitments to sell or purchase foreign and domestic cumency, Including undetivered spot transactions Foreign
currency and interest rate futures are contractual cbligations to receve or pay a net amount based on changes n currency rates or interest rates or

10 buy or sell foreign currency or a financial instrument on a future date at a specified pnce, established in an organised financial market For customer
facitation contracts, the credit nskis minmal, as futures contracts are collateralised by cash or marketable securnties, and changes inthe futures
contract value are settied daily with the exchange For other contracts, the maximum exposure to cradit nsk 1s represented by the fair value of

the contracts

Currency and interest rate swaps are commitments to exchange cne set of cash flows for another Swaps resit In an economic exchange of
cumencies or nterest rates (for example, fixed rate for floating rate) or a combination of all these (i e cross-cumency interest rate swaps) No exchange
of pnncpal takes place, except for certain curency swaps The Group's credit nsk represents the potential cost to replace the swap contracts
counterparties fail to perform ther cbiigations This nsk 1s monitored on an ongoing basts with reference to the cument fair value, a proportion of the
notional amount of the contracts and the liquidity of the market To contral the leved of credit nsk taken, the Company assesses counterparties using
the same techmiques as for its lending actnvties

Foraign exchange, equidy and nterest rate options are contractual agreements under which the seler fwnter) grants the purchaser (holder) the

nght, but not the obligation, exther to buy (a call option) or sell {a put option) at or by a set date or dunng a set penod, aspecific amount of a foreign
cumency or a financial nstrument at a predetermined pnee The seller recerves a premium from the purchase in consideration for the assumption

of foreign exchange, equity or Interest rate nsk Options may be either exchange-traded or negotiated between the Group and a customer or market
counterparty {OTC) The Group Is exposed to credit nsk on purchased options only, and only to the extent of their camying amount, which is thesr

far value

2009 2008

Notional Noboral
amount Assets Lsabilibes amount Assels Liabiites
£m £m £m £m £m £m
Interest rate contracts 197 8 28 39 1414 21 {41}
Forward foregn exchange comracts 25930 254 2401 20540 527 {96 4)
Equity contracts 5027 323 @317) 3097 201 o7
Comenodity contracts 561 13 {(16) 1547 60 {54)
33498 618 612 2,659 8 809 (126 6)

The notional amounts of certan types of financial Instruments provide a basis for companson with Instruments recognised on the batance shest

but do not necessanly ndicate the amounts of future cash flows nvotved or the current fair value of the nstruments and, therefore, de not Indicate the
Group's exposure to credit or pnce nsks The denvative instruments become favourable (assets) or unfavourable {iabities) as a resutt of fuctuations
In market Interest rates, indices, foregn exchange rates and other relevant vanabiles relative to thesr terms The aggregate contractual or notional
amount of dervative financial nstrurments on hand, the extent to which instruments are favourable or unfavourable, and thus the aggregate farr
values of denvative financial assets and kabilites, can fluctuate signiicantly from time to time
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26 Denvative contracts continued

2009
Assets Liabilities Assats Liabiites
£m £m £m fm
Net-settied nterest rate contracts matumng/repacng N
Lexss than 1 year 04 - 02 -
1-2years 0B - - 1)
2-3years o1 0 6) G5 -
3-4years - 03z - ©g
4-5yoars - ()] 01 03
More than 5 years 17 B0 13 31)
28 39 21 @1
Gross-settied forward foreign exchange contracts In Private Banks matuning/repncing’ in
Less than 7 year
Gross rflows 11601 105986 8612 7317
Gross outfiows (1,360 1) 11,0502 (851 6) {7258)
Dfferance between future contractual cash flows and farr value 211 187) 370 48 6)
211 (18.3) 466 {427}
1-2years
Gross nflows 41 40 352 352
Gross outfiows [C4)] @1 (34 9) 349
Drfference batween future confractual cash flows and fair value - - 03 09
01 Q1 06 &
2-3vyears.
Gross nfiows 751 752 98 2]
Gross cutflows {752) {751) ©6) (1]
Dxiference between future contractual cash fiows and fair value 36 (36 1) 03
35 B35 01 [uR)}
Gross-settied forward foreign exchange contracts mn the rest of the Group matunng/repncng' n
Less than 1 year
Gross nflows 1047 1712 498 406 2
Gross outhows (103 9; (1736) {44 8) {458 5)
Difference batween future contractual cash flows and far value oY 03 04 ©07n
07 21 54 (530
Net-settled aquty contracts matunng/repnang’ n
Less than 1 year 27 217 3y 43}
1-2years 114 (114) 01 (G 1}
2-3years 182 {182) 163 {163}
323 @17 201 @07
Net-settied commodity contracts matunng/repncng? n
Less than 1 year 08 )] 0% 03
12 yoers 05 05 14 (14
2-3years - - a7 [<}y]
13 (g 60 (54
618 61.2) 809 (126 6)
! Whuchever 1s earber

27 Financial mstrument nsk management

The Group Is subject to market nsk throughout its business In addition, operational, kquidity and credit nsk exposures exist within the business

The effectiveness of the Group’s nsk management process 1, therefore, crticat to its soundress and profitabylity and considerable resources are
dedicated to this area Risk managerment s the direct responsibiity of the Group’s senior management  The Schroder Group Risk and Compliance

funchions are responsible for monitonng the overall nsk emaronment The Group has established a control emaronment that ensures nsks are
reviewed regularly and that all nsk controls operatng throughout the Group are in accordance with regulatory requirements Inaddtion, an
independent assessment of the nsk management process and the fundamental nsk assumptions 1s provided by Schroder Group Intemal Audit

Credit nsk

The Group has exposure to credit nsk from s normat actvities where the nskis that a counterparty will be unabie to pay in full amounts when due
The Group carefully manages its expesure to credt nsk by approving lending policies ncluding types of acceptable collateral and mirvmum lending

margins, seting imits for ndmduai exposures and sectors and by taking secunty
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27 Financial instrument nsk management continued

Allindwdual faciity requests are presented to the relevant Private Bank credit committees and exposures aganst limits are monitored daily
The Group's maximum exposure to credit nsk 1s represented by the camying value of its financial assets less the collateral held onits loans and
advances to customers

Loans and advances to customers, trade and other recervables and cash and other equivalents at amortised cost
Financial assets at amortised cost pnncipally compnse loans and advances to customers, fee debtors, settlement accounts and cash and
cash equivalents

Loans and advances to customers are fully secured on a range of assets induding property (ooth residential and commercial), cash, client
portfolios and insurance policies It 1s the policy of the Group's Private Banking entibes not to advance chent faciliies on an unsecured basis

Collateral, except for property, 1s marked to market daly and positions compared to customer foans Limits are set for the reducton in market value
of sach type of collateral, depending on the percerved nsk associated with the collateral Clients are contacted once these imits are breached so that
action can be taken before the outstanding loan balances exceed the farr value of the collateral

As at 31 December 2009, the Group had no (2008 £nil) loans and advances to customers that were past due and not impared

Fee debtors anse principally wathin the Group's institutional business and amounts are monitored regularly by local offices  Histoncally, default levels
have been nsignficant, and, unless a client has wathdrawn funds, thers 1s an ongang relationship between the Group and the chient Although the
Group 1s usually managng client cash representing a large muttiple of the amount owed to the Group by the chent, the Group does not hold ary

of the assets it nvests on behalf of its chents as collateral

The Group’s fee debtors and other debtors that are past due but are not considered to be mpared are prasented below Factors considered
in determining whether mpairment has taken place include how many days past the due date arecenvabie 15, detenoration in the credit quality
of a counterparty, and knowtedge of specriic events that could influence a debtor’s abity to repay an amount due

2009 2008

£m £m

Not oider than 30 days 04 27
Cier than 30 days not older than 45 days 15 28
Oider than 45 days not clder than 60 days 25 23
Oider than 60 days not oider than 90 days 17 23
i than 90 days not oldar than 120 days - 10
Okdor than 120 cays not older than 180 days 03 07
Older than 180 days 02 63
66 mna

The credrt nsk atinbutable to settiement accounts s 100 per cent of the nominal amount Involved However, the penod of exposure 1s short and the
majonty of the counterparties are unit trusts managed by the Group

The Group's cash and cash equivalents are concentrated pnncipally in its Prvate Banking entities and fall wathin ther treasury portfolios (see the
‘Held to matunty financial assets’ secton below) The remainder of the Group’s cash and cash equivalents 1S INvested pnmanly in current accounts
and on depostt with well-rated UK and overseas banks

Breakdown of cash and cash equivalents by grade as at 31 December

2009 2008
% %
Cracit rating’
A 2 1
Al 2 -
AA an 17
AA- 15 13
A 33 46
A 10 18
A 4 -
BEB+ - 1
BB8 - 4
Non rated 4 3
100 100
! Provded by ratng agencies.
Debt secunties at amortised cost

Most debt secunties within the Private Banks’ treasury book are classified as held to matunty and are unsecured Polcies and imits are set by the
relevant Private Bank credit committee and monttored daily 100 per cent of the treasury portfoho 1s rated A- or better The portfolio has no exposures
to emerging markets, sub-investment grade assets or any asset-backed secunties
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27 Financial nstrument nsk management continued
The Private Banks take a conservative approach to therr treasury investments which are concentrated in terms of industnal sectors purely to
well-rated UK and overseas banks and govemnment secunties All assets within the treasury book are unsecured

Mo held to matunty financial assets or loans and advances to banks were impaired dunng the year (2008 £nif} or are pastdue as at 31 Decernber
2009 (2008 £nil)

Breakdown by mvestrment grade as at 31 December

2009 2008
% %
Creditratng'
AAA 30 -
AA 3 24
Ab— 43 55
A+ 7 15
A 13 2
A 4
100 100
' Prowded by rting agonces.

Debt securties, equities and denvatives at far value

Substarmally all of the Group's nvestments m equities at far value are in listed companies or in lsted and unlisted funds managed by the Group

The Group alsc has investmenits in unhisted private equity funds Al nvestments are unsecured For each type of equity and debt secunty Investment,
the maximum credit nsk s the carmying value

Breakdown of debt secunties by investment grade as at 31 December

2009 2008
% %
Credit ratayg’
Soveregn 15 29
AAA B 26
AAt+ - 11
AA 34 16
Ad— 15 3
As 20 7
A 8 3
A - 1
Non-invesiment grade - 4
100 100
? Provded by rating agencees
Liquidrty nsk

Liquchity nsk s the nisk that Schroders cannot meet its obligations as they fall due or can only do so at a cost The principal iquidity nsk the Group
faces concerns its Private Banking liabidites The fiquidity policy 1s to mamtan suficient iquidity to cover any cash flow funding, meset all obligations
as they fall due and mantan the solvency aof the Private Banks as well as the rest of the Group

This 1s mataned through the management of the Pnvate Banks' treasury against imits set and monitored daily For details of matunty analysss,
secnotes 18, 21, 23, 24, 25 and 26, although, in practice, custormer deposits tend to be repaid later than on the earliest date on which repayment
can be required

In terms of non-Pnvate Banking iquedity, the Group's policy 1s that its subsichanes should trade solvently and have adequate capial for all actmties
undertaken in the normal course of busness In particular, all comparies should have sufficient capital to meet regulatory requirements, keepan
appropnate crecdit standing with counterparties, and mantan sufficent hquid funds to meet peak workang caprial requirements

Intotal, the Group holds investment capital of over £1 biflion, three quarters of which s in short-term bank deposits or s invested In hquid secunties
with matunty dates of less than three months Liquidity in the Group's investment capital portfolios s monitored on a regular basis

When policyholders withdraw funds from the Ife company business and in the Group’s reasonable opinion it 1s required, the Group may delay
payment by 30 days and In the case of rea) estate funds by 180 days The Group 1s not required to surmender all units at the same time and may
surrender units in such numbers, at such intervals over the relevant penod as the Group consklered appropnate

Schroders has no committed standby fines (2008 Crul)
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27 Financial instrument nsk management continued
Interest rate nsk
Interest rate nsk 1s the nsk that the far value or future cash flows of financial Instruments will fuctuate because of changes in market mtarest rates

In the Private Banks, interest rates are monitored against policies and imits set by the relevant nsk com mitiee

Schroders' treasury policy 1S to hedge fixed-rated assets and labilties back to the ficating rate as much as possible and therefore outnght mterest
rate nsk anses mairty from the decision to allow a imited amount of mismatch between the cash flows

Within the Pnvate Banks, three methods are used for monitonng interest rate nsk

Sensitvty analysis (PV01) - this assesses the impact on Schioders” current net worth against a one basis pont parallel nse in interest rates and Is
calcutated daily for each cumency regularly and thenin aggregate

Sensitmty analysis (PV100) — this assesses the Impact on Schroders’ cument net worth against a 100 basis pont parallel nse in interest rates and 1s
calculated regularty for each currency and then in aggregate

Stress testing (PV200) - this is calculated in the same way as the PVO1, but against the much more severe change of a 200 basis pont movement
both up and down in interest rates

interest rate nsk in the Private Bank 1s limited due to the short-term nature of the Private Bank’s financial assets In the case of changes m market
interest rates, the Private Bank's treasurer can repnce the assets within an average of between two and three months (2008 two months)

Cash held by the operating companies Is not normally expected to be placed on deposit for longer than three months  The Group’s capital Includes
mvestments In fixed income and money market portfolios, and funds managed by the Group's fixed income fund managers These investments are
managed 1o 8 maximum average duration of two years (2008 two years) The fund managers may reduce the average duration with the use of
futures confracts at ther discretion

At 31 December 2009, finterest rates had been 250 basis ponts higher/nil basis points lower (2008 100 basrs points higher/200 bagsis ponts iower)
with all other vanables held constant, the Group estmates that post-tax profit for the year would have increased/decreased by £18 million/Enil

(2008 increassd by £4 millorydecreased by £8 million) respectvely, mainly as a resutt of higher/lower interest income on the Group's floating rate
debt secunties and cash, other components of equrty would have been unaffected

The following are underlying assumptions made in the model used to calculate the effect on post-tax profits in the Prvate Banks

» The far values of assets and liabilies will not be affected by a change n interest rates
« Within the Pnivate Bank, the fixed rate financial assets will be reprced to the higher/lower market interest rates
+ The average term for repnang is betwsen two and three months (2008 two months)

The following are underiying assumptions made m the model used to calcUiate the effect on post-tax profits in the rest of the Group
+ The far values of assets and liabibes will not be affected by a changs n nterest rates
* Funds would be renvested in similar vanable interest beanng debt secunties on matunty

Foreign exchange nsk
Foresgn exchange nsk s the nsk that the far value or future cash flows of financial nstruments will fluctuate becauss of changes n foreign

exchange rates

In the Private Barks, some loans and advances to clents as well as a proportion of the treasury actvties are undertaken in foreign cumencies,
however, this 1s hedged on a daily basis to reduce currency exposures tolowlevels Limits regarding the amount of foresgn currency nek that the
Group Is exposed to are set by the relevant nsk committee and monrtored daily

Given the low level of currency misrmatch within the Group, the FSA's Basic Methodology for calculating the exposure 1s used

The Group’s policy In refation to revenue and expenditure curmency exposure s not 1o hedge, as the Group's revenue is samed and expenditure
ncumed in many cumencies and the resutbing exposure 15 considered part of the business

The Group hedges some of its Investments i foraign operations using forward foraign exchange contracts with thrd parties to mitgate exposure

1o currency movements where it 1s considerad that the stering values of such amounts are at nsk The use of such instruments is subject to the
approval of the Group Caprtal Commitiee
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27 Financial instrument risk management continued
The Group's balance sheet is exposed to the followng curencies

2009 2008
Gross exposure Hedged Netexposure Grossexposure Hedged Net exposure
£m Bm fm £m £m fm
US dollar 575 474) 10 580 512 68
Euro 259 91 168 314 [N 217
Swiss franc 129 - 129 150 - 150
Austrafian dolar 26 (14) 12 23 (2 11
Hong Kong dollar 23 - 23 0 - ap
Japanesa yen 20 - 20 a5 - 35
Other 23] - 90 94 - o4
1,122 (579 543 1,226 621) 605
Starling 527 579 1,106 406 61 1027
1649 - 1,648 1632 - 1,832

The Group estimates that, at 31 December 2009, if the US dollar had strengthened by 10 par cent Aweakened by 12 per cent aganst sterfing with all
other vanables held constant, post-tax profit for the year would have increased/decreased by £8 milllorvEe milkon respectively, princpally as a result
of the ncrease/decrease in assets and labihies denominated in foreign currencies, other components of equity would have increased/decreased by
£7 million/E6 millkon respecively, pnncipally as a result of the unhedged porhion of net investment in foresgn operations

The Group estimates that, at 31 Decernber 2003, if the euro had strengthened by 8 per cent /weakened by 12 per cent against stering with all other
vanables held constant, post-tax profit for the year would have ncreased/decreased by £2 millon/E2 millon respectively, pnncipally as aresult of the
ncrease/decrease in assets and labilies denorminated in foreign curencies, other components of equity would have increased/decreased by

£18 milkorn/222 millon respectively, pnncipally as a result of the unhedged porbion of net investrment n foreign operations

The Group estmates that, at 31 Decermber 2008, if the US dollar had strengthened by & percent /wsakened by 156 per cent aganst stering with all
other vanables held constant, past-tax profit for the year would have ncreased/decreased by £1 millor/£2 milllon respectively, prncipally as a result
of the increase/decrease in assets and liabidities denorminated n foreign curencies, other components of equrty would have increased/decreased by
£3 miltor/£7 milion respectively, pnncipally as a result of the unhedged portion of net INnvestment N foreign operations

The Group estimates that, at 31 December 2008, If the eurt had strengthened by 5 per cent /weakened by 15 per cent against sterling wath all other
vanables held constant, post-tax profit for the year would have ncreased/decreased by £1 mithon/E2 million respectively, pnncipally as a result of the
ncrease/decrease i assets and liabiliies denominated in foreign cumenaies, other componients of equity would have Increased/decreased by

€11 miiorv£26 million respectively, pnncipally as a result of the unhedged portion of net investrment i foréign operations

Pncing nsk
Pncing nsk is the nsk that the farr value or future cash flows of finanaial instruments will fluctuate becauses of changes in market pnces

The Group holds equity investments in its seed capital portfolio Equity market exposure 1s hedged where itis considered that the amount at nsk
1s matenal and an effective hedge 1s avalable The Group also holds debt secunty nvestments inits fixed income and money market portfolios
Pnaing nsk of these iInvestments 1s partially mitigated by therr short-term nature

The Group estmates that, at 31 December 2009, if the FTSE All Share Index had been 20 per cent higher/lower wath all other vanables held
constant, the effect on post-tax profit would be an ncrease/decrease of £30 millorv£38 million (2008 £53 millornvZ70 million) respectively, prncipally
as aresult of anncrease/decrease in management fees recenvable and mpairment losses on the Group’s unhiedged avalable-for-sale financial
assets, other components of equity would increase/decrease by £14 million/£8 milion respectvely 2008 £12 miiorvEnil, pncipally as a result of
far value gains on the Group's unhedged avalable-for-sale financial assets

The following are undertyang assumptions made n the mode! used to calculate the effect on post-tax profits and other components of equity

¢ Changes in the FTSE All Share Index correlate to changes in the Group's equity funds

* Performance fees, being pnncipally based on returns relative to specrfied ndices, would be unaffected by changes in the Index

¢ The Group’s Investments in debt secunties and hedge funds have no correlation to the FTSE All Share Index

+ The Group's Private Equity Investments 1s perfectly comelated to the FTSE All Share Index for all but property investments, which are assumed to
have no comrelation

The market nsk on the Group's seed capital nvestments s hedged effectively
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27 Financial instrument nsk management conhinued

Fair value measurements

The Group holds financial instruments that are measured at farr value subsequent to inthal recognition: Each instrument has been categonsed within
one of three levels using a fair value hierarchy that refiects the significance of the nputs used in malang the measurements These levels are based on
the degree to which the fair value 1s observable and are defined as follows

¢ Level 1 far value measurements are those denved from quoted prces {unadjusted) In active markets for identical assets or babilties,

¢ Level 2 far value measurements are those denved frorm inputs other than quoted pnces included within Level 1 that are observable for the asset
or kahilty, ether directly (e as pnces} or indirectly ie denved from pnces),

» |evel 3 far value measurements are those denved from valuation techniques that include iInputs for the asset or lability that are not based on
observable market data (Uunobservable nputs)

The Group’s financial instruments at the balance sheet date are analysed as follows

Lavel 1 Level2 Level 3 Total
£m £m fm £m
Non-current financial assets.
Equies 29 69 537 B35
Debt sacunties 03 25 - 28
Demvatve contracts - 361 - 361
32 455 537 1024
Current financial assets
Ecasbes 1271 215 414 1900
Debt secunties 1810 4850 - 5460
Denvative contracts 16 241 - 257
3097 5108 a14 8617
Assats backing und-inked Eabéites 53533 267 613 54413
50662 5828 156 4 64054
Level1 Level2 Level 3 Total
£m £m £m £m
Non-current financial lkabllities.
Dermvatrve contracts. - 376 - are
Current financial liabifities.
Demvatve contracts 02 234 - 236
Liabdities in respect of consoldated funds 197 - - 197
Other Q3 - - 03
202 234 - 436
Unit-irked labfites 57080 - - 57080
57282 810 - 57802

Instruments dassified as Level 1 pnnaipally compnse investrments N quoted equsties, daily-pnced funds, gitts, amounts due to unit-inked policy
holders and exchange-traded denvatves

Investments classified as Level 2 prncipally compnse comorate bonds and foreign exchange contracts
Investrnents classified as Level 3 prncipally compnse investments in private equity and hedge funds
There were no sigruficant transfers between Level 1 and 2 in the penod

Movernents In financia) assets categonsed as Level 3 dunng the year were

Assets backing

unit-inked
Equities Labilibes Total
£m £m £m
A1 1 January 2008 1389 646 2045
Bxchange translation adiustments 49 - 49
Total gams or ksses recogrused n profit or loss 70 83 (o3
Total gasns or kisses recogrised in other comprehiensive Incorme 119 - 119
Addmons 316 - 316
Drsposals {764) - 784
At 31 December 2009 a51 613 156 4

There were no financial kabitties categonsed as Level 3 in the penod
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27 Financial instrument nsk management continued
Of the total gains or losses recogrised In profit or loss dunng the year, £7 5 millon net gains related to assets and liabilities still held by the Group at
the balance sheet date Such gains or losses are inciuded within ‘Revenue’ n the Income statement

As stated above, nstruments classified as Levet 3 pincipally compnse nvestments in private equity and hedge funds

Private equity fund valuations are normally supplied to the Group by the funds’ Investment adwisors and subsequently reviewed and validated
intemally by the Group When reviewing valuatons, the Group considers such factors as valuations of relevart comparable Investments, cument
industry trading multiples and the matenality of any differences in valuation between n-house estimations and the vatuations supphied 1o us by third
parties and thoss dernved from reasonably possible altemnatives as produced by the Group's in-house models

in respect of hedge funds, the process 1S similar i that the funds are valued by a third party with subsequent intemal review by the Group  The Group
has Iittle visibifity as to the assumptions nherent in the valuations # recenves, although validation checks can be performed by companng discrete
retums with moverments N publicly-available indices such as the Credit Suisse/Trermort index At the year-end, the Group was not aware of any
significant differences between the valuations recenved and reasonably possible alternatives explored by the Group

Capital management
The Group's capital 1s dvided between Operating capital (consisting of Asset Management and Private Banking caprtal) and Group rvestrment
capttal Ananalysis of this 1s shown in the table of Group Capatal in the Financial Review

Operating capital
Operating capitalis the capital required to meet the Group's regulatory and working capital requirements

Recognised regulatory bodies, such as the Financial Service Authonty In the UK, oversee the activities of many of the Group’s operating subsidianes
and impose minmum capital requirements on the subsidianes The Group’s policy 1s that ts subsidianes should have sufficent capdal to meet
regulatory requirements, keep an approphate standing with counterparties and mest workang capital requrements The Group Capital Committee
regularty reviews this

Schroders pic 1s regulated by the Financial Servicas Authonty as a UK consolidation group  The current capiial resource calculation of capital
resources for banks, 1s £1,286 million [December 2008 £1,422 milion) and the Pillar 1 minimum capital requirement i1s £258 million (December
2008 £277 milkon)

The Intemal Capital Adequacy Assessment Procass camed out n 2009 under Pilar 2 of the Caprtal Reguirements Directive concluded that
£590 mullion capital should be retaned Operating caprtal 1s mamtained at this level

All regulated entities within the Group complied at ali trmes wath all of the externally mposed regulatory capital requirements

Group investment capital
Group invesiment capital1s used to seed new nvestment strategies, co-nvest selectively alongside our chents and finance organic and inorganic
growth opportunibes It s deployed n accordance with imits approved by the Board

Group Investment capital is the Group's caprtal that is not required for the reguilatory and working capital requrements of the business liis invested in
the followng areas

* Cash

* Debt secunties

* Seed capital

* Private equity

¢ Third party hedge funds
¢ Cther legacy investments

The Group investment capxtal is held to assist existing products and businesses and {0 accelerate ther development, to support the organic
development of new businesses which fit with the existing asset management franchise, and to respond to other investrment and growth
opportunties, such as acquisitions that will accelerate the development of the business, as they anse

The investments in seed capital and property funds are pnmanly to support the business

The remainder of the Group Investment capital is iInvested in cash, fixed ncome and hquid debt secunties, a portfolio of third party hedge funds and
prvate equity The objectives are to mantain iquidity and to oplimise the return on investments

Other structural considerations underiying the way in which Group investrment capital 1s deployed are to avod or hedge exposure to markets so as
not to ncrease the Group's operational geanng and to minimise curency exposure by hedging Into stering
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28 Addrhional chsclosures on financial instruments

2009
At fair value through
profit or loss
Designated
asat
fair value Non-
At through financial
amortised Heldto Heldfor profitor Avallable- Heldfor  instru-
cost maturity trading loss  for-sale sale  ments Total
£m fm fm £m m £m &m tm
Assets
Goodwdl - - ~ - - - 1156 1156
intangbie assets - - - - - - 263 263
Property plant and equipment - - - - - - 213 213
Associates and ot vertures - - - - - - 455 465
Fnancial assets - 504 8 5385 - 4256 - - 14689
Loans andl advances to customens 964 2 - - - - - - 954 2
Deferrac tax - - - - - - 711 711
Curront tax - - - - - -~ 205 205
Trade and other recenvables 3169 - - - - - 267 3436
Cashand cash equvalents 15026 - - - - - - 150286
Assets baclang unit Inkod liabilites 2867 - - 54413 - - - 57080
30504 504 8 5385 54413 425 6 - 3280 10,2886
Liabilities
Fnancal Babiibes 03 - 809 - - - - 812
Depostts by customers and banks 22876 - - - - - - 22876
Defemed tax - - - - - - 25 25
Provisions 176 - - - - - - 17 6
Current tax - - - - - - 165 165
Rstirement benefit scheme deficts - - - - - - 465 465
Tradle and other payables 46832 - - - - - 165 4797
Urnt-fnked Bablimes - - - 57080 - - - 57080
27687 - 809 57080 - - 820 866396
2008
M
Desigrated
asat
far value Non-
At through fnancial
amorised  Heldto  Held for pmmbg Avgabsaz He\c;fg m ot
ﬁ m had!‘_% fm Em £m Em
Assets
Goodwil - - - - - - 1128 1128
Intangible assets - - - - - - 8Q7 507
Property plant and equaprnent - - - - - — 277 27
Assoaates and jont ventures - - - - - - 27 27
Fnancal assets ~ Ba57 5339 B8 4281 - - 18165
Loans and agvances to customers 8024 - - - - - - 802 4
Deterred tax - - - - - - 431 431
Ratrement benefit scheme assets - - - - - - 224 224
Current tax ~ - ~ - - - 155 155
Trade and other recavables 3448 - - - - - 208 3657
Cash and cash equvalents 1,067 6 - -~ - - - - 10676
Non-current assets held for salo - - - - - 20 - 20
Assats backing und-inked kabiites 1295 - - 35848 - - - 37143
23443 8457 5339 3,5036 4281 20 3258 80734
Liabiltties
Fnancd isbiites - - 1365 BB - - - 1453
Deposits by customers and banks 20570 - - - - - - 20570
Deferred tax - - - - - - 41 41
Provsions 188 - - - - - - i89
Curert tax - - - - - - 228 228
Trads and other payables and retrament bensfit scherne deficits 4480 - - - - - 308 4788
Untt-inked kabiities - - -~ 37143 ~ - - 37143
25239 - 1365 3,7231 - - 577 B4M2

For all financial nstruments, carmying vakue approximates far value  Detadls of difierences between the carmying and far values of non-current assets

heid for sale are set out n note 20
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29 Share capital
Non-voting
Ordinary ordinary Total Share
Number shares shares shares premum
of shares £m £m £m £m
At 1 January 2009 286,713 360 2260 607 2867 612
Shares 1ssued 2,084,537 - 21 21 313
At 31 December 2009 288 777 897 2260 628 2888 725
Non-voting
Ordmary inary Totat Share
Number sharcs shares shares premum
of shares £m £m £m £m
At 1 January 2008 204,495,843 2260 B85 2845 58.1
Shaires ssuexd 752,747 - [+]:] 08 31
Shares canceled (8 538 230) - 86 [:15) -
At 31 Becernber 2008 286,713 360 2260 807 2867 612
2009 2008 2009 2008
Number Number £m m
Authonsed
Ordinary shares of £1 sach 226 022 400 226022 400 2260 226G
Non-voting ordinary shares of £1 each 113,977 598 113,977,598 1140 1140
339 995 998 339,993,998 3400 3400
Alotted, called-up and fully pasd
Ordnary shares of £1 each 226 022 400 226022 400 2260 2260
Non-votmg ordinary shares of £1 each 62,755,497 60,600 960 628 607
288 777 897 286 713,360 2888 2867

The difference between the share classes
The non-voting ordinary shares carry the same nghts as ordinary shares except that they do not confer the nght to attend and vote at ary general
meeting of the Company, and that on a caprtaksation 1ssue they carry the nght to recetve non-voting ordinary shares rather than ordinary shares

30 Own shares

Employee trusts have been established for the purposes of satisfying certain share-based awards At 31 December 2009, the trusts held 1,438,135
(2008 4,406,488) non-voting ordinary shares costing £12 4 milion (2008 £42 1 mullion), with a market value of £15 4 million (2008 £30 1 milion)

In addition, the trusts held 9,088,588 (2008 8,450,527 voting ordinary shares costing £92 7 milion (2008 £97 7 million), with a market value of
£120 9milion (2008 £81 1 millorn) Dmdends on shares held by the trusts are wanved In addition, the Group holds a further 600,000 non-voting
ordinary shares within treasury The shares cost £5 9 milion and have amarket value of £6 4 million

Maoverments dunng the year were as follows

2009 2008

m £m

At 1 January (1008 755
Own shares purchased (198) {855)
Own shares disposod through vesting! 307 202
At 31 December {89 7} (100 8)

¥ Onvesting, own shares balances are transfermed 10 the proft and koss reserve Insofar as they relate to share-based payments and (o the shares to be ssued feserve insofar as
they relate 1o certan contractual obligatons to ssue shares ffor exarmple as part of the cons«deraton for an acquesiton)

2009 2008
Number Number
of shares Cost  Market value of shares Cost Market value
Units £m £m Units £m £m
Group

Shares funded by employng companes 2318878 213 27 4,332,179 8o 289
Own shares 8,807,845 807 1150 9724836 1008 823
11126723 M0 1427 13,857,015 1398 1112

Company
Qwn shares 7,627 (0G4 757 999 8,247,911 B4 9 708
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31 Otherreserves

Shares to Capdal Ownshares Netexchange Hedging,
beissued' reserves held differences” reserve Total
£&m £m £m £m £m £m
At 1 January 2009 50 2034 {100 8) 2944 734) 2286
Exchange differences on translaton of foregn oparabons - - - (112 8) 658 47 0}
Armaunts recyded through the ncome statement - - - 74 -~ 74
Netincome and expense recoghised directly in equity - - - (105 4) 658 1396
Shares cancelled - - - - - -
Consigeraton paid n the form of shares. 50 - 49 - - 01)
Own shares puchased - - (196) - - (196}
Retained profit ransters - (292 258 146 - 12
At 31 December 2009 - 1742 897 2036 (107 6) 1805
Sharesto Caprtal Own shares Net exchange: Hedging
bessued’ reserves held chffersnces® raserve’ Total
£m £m £m £m m £m
At 1 January 2008 01 1618 {755) (283 @1y 640
Exchange diffierences on translation of foregn operations - - - 3227 (169 3} 1534
Net income and expense recognised directly in equity - - - 3227 (169 3) 1534
Shares cancelled - 85 - - - B85
Considerabon paid in the form of shares &1 - 49 - - 02
Owm shares purchased - - (45 5) - — {45 5)
Retaned profit transiers - 3312 153 - - 48 4
At 31 Decernber 2008 50 2034 (100 8) 20944 1734} 2288

' Shares to be issued represent outstarnking deferred consideration In respect of the 2006 acquisiion of NewFinance Holdngs Limited

? Includes a non-distnibutable credit of £26 1 miion from retaned profits in respect of a bonus 1ssue made by a subsidiary of Schroders pic

? Net exchiarge diferences anse on the translabon of the net assets of the Group's non-stering operations Into stering The hedging reserve offsets such diferences recording
tha changes n far value of financial nstruments usad to hedge these exposures

32 Retained profits reserve
Associates
and joint
ventures Farvalue Profit and
reserve reserve’  lossreserve Total
fm £m £m fm
At 1 January 2009 146 169 10239 10554
Actuanal losses on defined benafil pension schemes - - 69 6) {89 6)
Net gains on avalable-for-sale financial assets 32 126 - 158
Amounts recydlad through the ncome statement - 350 - 350
Taw on tems taken directly to equity - B8O 351 431
Other comprehensive income 32 556 {345 243
Profit for the year 156 - 798 954
Total comprehensive income for the year 188 556 453 197
Share-based payments - - 2786 276
Dradends - - {84 9) 849
Transfors within retained profits reserve {27) - 27 -
Transfers tofrom other reserves - (14 8) 34 {112
At 31 December 2009 307 579 10180 11066

Schroders | Annual Report and Accounts 2009



109

32 Retamned profits reserve continued

Assocates
and joint
ventures Faur value: Profit and
resene reserve’ loss reserve Total
£m £m &m £m
At 1 January 2008 208 994 1,1588 12791
Actuanal losses on defined benefit pension schames - - 296 296)
Net losses on avallable-for salo financal assets 31) {191 2} - {194 3)
Armounts recyciad through the ncome staternent - 107 4 - 107 4
Tax on tems taken directly to equity - 13 23 [{R¢]
Other comprehensive income B 825 319 (g
Profit for the year 62 - 705 767
Total comprehensive income for the year 31 {825 386 {40.8)
Shares cancefed - - 718 718
Share-based payments - - 244 244
Dividends - - (867 B67)
Transfers with retaned proiits reserve ©3) - 93 -
Transfers to/from cther reserves - - (48 4) {48 4}
Share 1ssue costs - - {04) 04
At 31 December 2008 146 168 10239 1,055 4
' The far valua reserve represants the difference between the cost for, If an asset has been reciassiied, far value at the date of reclassticaton) and the farr value of unimpared
financial assets classified as avalable-for-sale
33 Minonty interests
2009 2008
£m £m
At January 03 o5
Profit/loss} retaned for the year 03 54)
Transfer to fmanaal Babdties - 59
Drstnbutions made - 07
At 31 December 06 03
34 Reconciliabon of net cash from operating activibes
2009 2008
£m £m
Operatng profit 1111 781
Adjustrents for
Depreciaton of property plant and equiprnent and amorttsation of software 144 119
Imparment and armortisation of ntangtble assets acqured inbusiness combnatons 53 98
Impaurment of associates and jont veniures 10 -
Imparment of inancal assets 344 813
Other amounts recydlad through the INcome staterment in respect of financial assets 06 251
Increase n trace and other ecevables (1483 {134 1)
Increase N tracie and other payabies and prowsions 2544 1129
Increase N uni-inked kabites 18037 986 5
Net charge for provisions 25 62
Net losses on financial assets and liabfites held at far vahue through profit or loss' 03 482
Share-based payments expensed 276 244
Other non-cash moverments? 198 1342
Payments madeto the UK defined bonefit pension scheme 86 (124)
UK corporation tax recoverad/(paid) 48 217
Overseas tax paxd 439 (90 8)
Intansst pad (4N 02
Not purchase of essets backang unt-inked kabiibes (1,856 5) 858 5
Net cash from operating activities 3709 1335

! Exciudes gans and lossas on al dernvative assets and kabities
? Prncipally foreign exchange movements
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35 Commitments and contingent Liabilibes

{a) Commrtments
fm tm
Documentary credits 27 101
Undrawn loan faciities 307 a8 2
Investrent ¢al cormamiments 249 88
58.3 a71
(h) Contingent abilties
2009 2008
£m m
Assets pledgod as collateral socurnty 491 531
Guarantees and stevocabie letters of credit 380 535
COther cortingent fiablibes - 04
871 107 0

Transactions gvng nse 1o contingent liabilites are only entered nto by the Group once it has receved sufficient high-quality collateral from the chent
The collateral may be m the form of cash, fiduciary depostts or secunties held by the Group's Private Banking entities but may also include charges
over property or third party guarantees

{c) Lrigation
Cartan Group undertakings are the subject of cument or pending legal actions or regulatory reviews, the Directors believe that none of these, erther
indmdually or in aggregate, I1s likely to have amatenal adverse effect on the Group’s financial posiion

(d} i) Operating leases — as lessee
At 31 December, the Group's total future aggregate mirimum lease payments were

2009 2008

Office Office
Offices equipment Offices equipment
£m £m £m m

Cormmtment exgnmg n
Less than 1 year 3303 10 319 13
1~5years 879 GE] 976 10
Morethan 5 years 212 - 459 -
1394 18 1754 23

Leases in respect of office properties are negotiated for an average term of 2 6 years (2008 3 8 years) and rentals are fixed for an average of
2 3years{2008 3 Oyears) Leases In respect of office equiprment are negotiated for an average termof 1 9 years (2008 2 3 years) and rentals are
fixed for an average of 1 9 years (2008 2 1 years)

{ii) Operating leases - as lessor
The Group sublets certam of its properties around the world At 31 December, the future minimum lease payments under non-cancellable operating
leases were

2009 2008
Offices Offices
£m em

Commtrment expimg n
Less than 1 year 51 54
1-5vyears 213 213
More than 5 years 67 90
331 357

Subleases in respect of office properties ane negotated for an average term of 5 0 years (2008 7 5 years) and rentals are fixed for an average of
37 years (2008 5 7 years)

(e) Other
Obligations of certain Group companies under the Eurcclear settlement systern are secured by charges on assets held on ther behalf from time
to tirme wathin that systern and by cash deposits placed

In the ordinary course of business, subsidiary undertakings have custody of customers' secunties, act as trustees and issue indemniies on behalf
of customers who havs lost certificates of title

The Company and subsidiary undertakings have also provided letters of comfort to regulatory authonties and others that subsidiary undertakings wil
be caprtalised adequatety and will meet ther contractual obiigatons
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36 Awards to employees of nghts to share-based payments
The Group has the following share-based payment arangements

Share Option Plan 1999 Options over non-voting ordinary shares were granted to executive Directors and other key employees Under the Share
Option Plan 1999 the performance target of all option holders, ncluding executive Directors, was that the Company’s earmungs per share growth
must be at least two per cent per annum above the INcrease in the Retal Prce Index over a mimimum five-year penod This performance condition
was In ine with market practice at the tme of the award The Comparny no longer grants awards under thisplan

Share Opton Plan 2000 Under this Plan, the Group grants market value share options over non-voting ordinary shares to executive Directors

and other key employees Options usually become exercisable If the option holder remains with the Group for at least three years and, for executive
Directors, the performance target has been met The performance target, nline with market practice, 1s that the Company's eamings per share
growth (defined as the eamings per ordinary share before any exceptional tems, as denved from the Cormpany’s Annual Repaort and Accounts)
must be at least four per cent per annum above the Increase in the Retal Price Index over the inial three-year penod

Equity Compensation Plan 2000 Under this Plan, executive Directors and other key employees recave defermed bonus awards over esther voing or
non-voting ordinary shares, normally structured as nghts to acquire shares at il cost These awards are subject to forfeiture and will vest on the third
annversary prowded the participant continues to be employed within the Group  Further detalls are given in the remuneration report

Al of the above share-based payment arrangements involve a maximum term of ten years for each option granted and are settled through the
transfer of shares of the Company to its employees

Share Incentive Plan Under this Scheme approved by HM Ravenue & Customs, eligible employees can purchase shares in the Company each
month up to £1,500 per taxation year from therr gross salary in Apnl 2006, the Group began to match employee share purchases up to £50 per
month These matching shares are effectively free shares awarded to the employes subject to therr remaning in employrment for one year

Equity Incentve Plan 2008 Under this Scheme, eligible employees recerve awards of ordinary shares, nomnally structured as nghts to acquire shares
at nlcost These awards are subject to forferture and will vest on the fifth annversary of the grant, provided the employee continues to be employed
within the Company Full details are ncluded wathin the remuneration report

Certain employees have been awarded cash-settled equivalents to these share-based awards The farr value of these awards is determined using
the same methods and models used 1o value the equivalent equity-settied awards The far value of the habiity 1s remeasured at each balance sheet
date and at settlernent date

(a) Share option plans
Maovements In the number of share options outstanding and therr relatve waighted average exercise pnices are as follows
2009 2008
Weighted Werghted
average average
exercise price EXerISe prca
per share Options per sham Optons
At1 January 742p 6 406,208 718p 7 156,955
Exarcisod 648p {2,064 537) 511p [752,747)
Lapsed 869p (658,830) - -
At 31 Dacember 772p 3670832 742p 6403 208
Quitstanding opbons mmediately exercisable 772p 3679832 740p 6,366,341

The weighted average share price, at exercise date, of options exercised dunng the year was £9 50 (2008 £8 89)

At 31 December 2009 options to subscribe for non-voting ordinary shares, with the weighted average contractual ife remaning of 2 Oyears
(2008 3 0 years), were outstanding as follows

(i) Under the terms of the Share Ophon Plan 1999;

2009 2008

Exercise penods Exercise price per share Numbrer Nurmber
7 May 2004 to 6 May 2009 822p - 84,719
13 March 2005 to 12 March 2010 800p 275 430 784,779
275,430 860 498
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36 Awards to employees of nghts to share-based payments continued
(i) Under the terms of the Share Option Plan 2000

2009 2008

Exercise periods Exercise price per share Number Nurmber
13 March 2006 to 12 March 2011 987p 985 254 1327185
12 Novermber 2006 10 11 Novernber 2011 T06p 4252 500 000
22 Apa 2005 to 21 Aprd 2012 800p 1,263,929 1 807,409
22 Apr 2005 to 29 June 2010 800p 150,000 150 000
& Novernber 2005 to 5 November 2012 541p 462,500 625,500
9 December 2005 to 8 December 2012 483p - 250000
10 March 2006 to 9 March 2013 398p 410,000 754,000
27 October 2006 to 26 October 2013 665p - 15 000
8 March 2007 to 7 March 2014 €55p 75 000 108 000
17 August 2007 to 16 August 2014 530p - 37735
¥ March 2008 to & March 2015 7090 4,231 100,625
15 July 200810 14 Juy 2015 736p 7,000 7.000
18 August 2008 to 17 August 2015 802p 5,300 5300
£ March 2009 to 5 March 2016 1085p 36,866 36,866
3404 402 5533710

There were no options granted dunng the year (2008 nil}

(b} Equity Compensation Plan

Under the Equity Compensation Plan, nghts over 3,697,433 (2008 5,309,627) ordinary and 47,046 {2008 35,031) non-voting ordinary shares were
granted dunng the year ended 31 December 2009 The wesghted average fair value of £5 82 (2008 £7 87) per ordinary and £5 15 (2008 £6 88) per
non-voling ordinary share was caiculated using the market value of the shares at the grant date, discounted for dmdends forgone over the average
hoiding penod of the award As at 31 December 2009 there were nghts over 12,148,461 (2008 10,858,308) ordinary shares outstanding of which
11,127,578 (2008 10,494,404) were unvested and nghts over 2,574,691 (2008 5,148,961) non-voting shares outstanding of which 378,536
{2008 623,815} were unvested

The table below shows the estmated charges for awards issued under the Equity Compensation Plan to be expensed in future years making
reasonable assumptions about forferture

£m
2010 160
2011 77
2012 33
2013 07
2014 03

280

{¢) Cash-settled share-based awards

The Company 1s5ues to cenain employees cash-settled share-based awards that require the Group to pay the intnnsic value of the award to the
employee on the date of exercise At 31 Decermnber 2008, the totat camying amount of kabilities ansing from cash-settled share-based awards at the
balance sheet date was £2 4 milion (2008 £1 2 milion) The total ntnnsic value at 31 December 2009 of liabiliies for which the employee’s nght to
cash or other assets had vested by that date was £0 5 miion (2008 £0 6 milion)

(d} Share Incentive Plan

The employee monthly share purchase plan 1s open to most employses and provides free shares from the Group to match the employee purchase
up to a maximum of £50 per month Pursuant to these plans the Group purchased 44,303 ordinary shares in 2009 (2008 43,014), at a weighted
average share pnce of ©9 28 (2008 £9 38) Acharge of £0 4 milion (2008 £0 4 mition) will be expensed over a vesting penod of one year
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36 Awards to employees of nghts to share-based payments continued

{e) Equnty Incentive Plan

Under the Equity Incentive Plan, the Group ssued nghts to 699,738 (2008 1,213,639) ordnary shares A charge of £2 8milion (2008 £0 4 milion}
was recogrised dunng the financial year The weighted average fair value was £12 29 (2008 £7 91) per ordinary share, calculated as the market
value on the date of grant As at 31 Decermber 2009 thene were nghts over 1,959,656 (2008 1,213,639) ordinary shares outstanding of wiich
1,959,656 (2008 1,213,639} were unvested

The table below shows the estimated charges for awards 1ssued under the Equity Incentive Plan to be expensed in future years making reasonable
assumptions about forferture

£m
2010 47
2011 45
a2 34
2013 17
2014 D5

148

The Group recogrised total expenses of £28 8 milion (2008 £23 9 million) ansing from share-based payment fransactions dunng the year
of which £27 & rmillion (2008 £24 4 million) were equity-settled share-based payrment transactions

37 Events after the balance sheet date
No events requinng disclosure under IAS 10 occcurred after the balance sheet date

38 Retated party transactions

(a) Transactions between related parties

Transachons between the Company and its subsidianes, which are related parties of the Company, have been eliminated on consclidation and are
not disclosed in this note Details of transactions between the Group and other related parties, excluding compensation, are disclosed below

2009

Amourts Amounts

owed by owed to

Revenues Expenses related parties related parbes

£m £m £m £m

Assocites - - - -

Key management personnal - 1) 12 (40)
2008

Amounts Amounts

owed by owedto

Revenues Expenses redated parbes related partes

£m £m £m £m

Assodiates 20 on - -

Key management personnel 01 01) - {54)

Transactions with related parties were made at market rates The amounts cutstanding are secured and will be settied in cash No guarantees have
been given or receved No expense for bad or doubtful debts has been recognised I the year n respect of the amounts owed by related parties

{b} Key management personnel compensation
The remuneration of key management personnel dunng the year was as follows

2009 2008

£m om

Short term employed benefits 108 108
Post-employrment benefits 05 06
Other long-temmn benefits 48 18
Termanahon benefits - 17
Share-based payments 63 28
224 177

The remuneration of key management personnel 1s determined having regard to the performance of ndmduals and market rates The remuneration
palicy s descnbed n more detal in the remuneration report
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38 Related party transactions continued

(c) Collective investment vehicles:

The Group manages a number of collective Investment vehicles and by virtue of the Investment management agreemeants in place between the
Group and these vehicles they may be considered to be related parties

The Group has a total net nvestment in collective Investment vehicles of £70 9 million {2008 £109 2 million) and recewved distributions of
£0 3 million (2008 £0 2 millon) and investment management fees of £393 1 million (2008 £440 7 milkon} The Group pad expenses of £2 2 million
(2008 £1 3 millon} on behalf of collectve Investment vehicles

39 Acquistions

The Group did not complete any acquisitions dunng the year At 31 December 2008, the el accounting for two acquisiions of the Group
had been determinad only provisionally The accountng for these acquisiions has now been finalised and, inrespect of the 2008 acquisiion
of Swiss Re Asset Management Funds (Switzerland) AG, iIntangible assets of £12 8 millon have been reclassifiedin the year as goodwall
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Independent Auditors’ report to the

members of Schroders plc

We have audited the parent company financial statements of
Schroders plc for the year ended 31 December 2009 which compnise
the Company batance shest, the Company statement of changes in
equity, the Compary cash flow statement, and the related notes The
financial reporting framework that has been applied in ther preparation
15 apphcable law and Intemational Financial Reporting Standards (IFRS)
as adopted by the European Uricn and as applied in accordance with
the provsions of the Companies Act 2006

Respective responsibilibes of directors and auditors

As explaned more fully in the Directors' Responsbiies Statement

on page 62, the directors are responsible for the preparation of the
parent company financial statements and for being satisfied that

they gve a true and far view Our responsibiéty 1s to audtt the parent
company financial statements in accordance with applicable law and
Intemational Standards on Auditing (UK and Ireland) Those standards
require us to compty with the Auditing Practices Board's Ethical
Standards for Auditors

This report, ncluding the opinions, has been prepared for and onfy

for the company’s members as a body n accordance with Chapter 3
of Part 6 of the Companies Act 2006 and for no other purpose We

do not, In gving these opinions, accept or assume responsibility for
any other purpose or to any other persen to whom this report 1s shown
or into whose hands 1t may corme save where expressly agreed by

our pner consent N wnhing

Scope of the audit of the financial statements

An audt nvoives obtaning ewdence about the amounts and
disclosures in the financial statements sufficient to give reasonable
assurance that the financial statements are free from matenal
misstaternent, whether caused by fraud or eror This includes

an assessment of

— whether the accounting policies are appropnate to the parent
company's arcumstances and have been consistently applied
and adequately disclosed,

- the reasonableness of significant accounting estimates made
by the directors, and

- the overal presentation of the financial statements
Opimion on financial statements
In our opinion the parent company financial statemernts

— gne a true and far view of the state of the company's affars as at
31 December 2009 and of its cash flows for the year then ended,

— have been propesty prepared in accordance with IFRS as adopted
by the European Umon and as appled in accordance with the
provisions of the Companies Act 2006, and

— have been prepared n accordance with the reguirements of the
Companies Act 2006
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Opimon on other matters prescribed by the Compantes Act 2006
In Qur opiIreon

— the part of the Directors' Remuneration report to be audited has
been property prepared In accordance with the Comparies Act
20086, and

- the information gven in the Directors” Report for the financial year
for which the parent company financial staterments are prepared
1S consistent wath the parent company financial statements

Matters on which we are required to report by exception
We have nothing to report In respect of the following matters where
the Companies Act 2006 requires us to report 10 you if, In our opinion

— adeguate accounting records have not been kept by the parent
company, or retums adequate for our audt have not been receved
from branches not visited by us, or

~ the parent company financial statements and the part of the
Directors’ Remuneration report to be audted are not n agreement
with the accounting records and retums, or

- certain disclosures of directors’ remuneration specified by law are
not made, or

— we have not recaved all the nformation and explanations we require
for our audit

Other matter
We have reported separatety on the Group financial staterments
of Schroders pic for the year ended 31 December 2009

Richard Keers, Semor Statutory Audrtor

for and on behalf of PncewaterhouseCoopers LLP
Chartered Accountants and Statutory Audrtors

Londaon

3 March 2010




116 Schroders plc balance sheet

31 December 2009

£Em tm
Non-current assets
Investments in subsidianes 45 25850 25850
Deferred tax 49 170 11
Retirement benefit scheme surplus 42 - 22 4
2,602.0 2,608.5
Current assets
Financial assets 46 - 02
Trade and other recenvables 47 40 2 30
Cash and cash equvalents 48 01 01
403 313
Total assets 2,642.3 26398
Equity
Called-up share capital 54 2888 2867
Share premwm account 54 725 612
Other reserves 56 1,3420 1,332 8
Retained profits 57 7285 8460
Equity atinbutable to equity holders of the Company 24318 2,526.7
Non-current habilhes
Trade and cther payables 51 61 71
Retirement benefit schemes deficit 42 411 -
472 741
Current liabilhes
Provisions 50 06 32
Trade and other payables 51 1627 1028
163.3 106.0
Total equrty and habiliies 2,642.3 2,639.58

Approved by the Board of Directors on 3 March 2010

Kevin Parry
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117 Schroders plc statement of changes

in equity

for the year ended 31 December 2009

Share Share Othet Retained
capital premium reserves profits Totat
Year ended 31 December 2009 £m £m £m £m m
At 1 January 2009 2867 612 1,332 8 B46 0 25267
Actuana losses on defined benefit pension schemes - - - (70 3) (70 3)
Tax on tems taken directly to equity - - - 231 231
Profit for the year — - - 174 174
Total comprehensive Income for the year - - - {29.8) {29.8)
Shares ssued 21 113 - - 134
Share-based payments - - - 250 250
Dmdends - - — {84 9) {84 9)
Own shares purchased - - (18 6} — {18 6)
Transfers - - 278 {27 8) -
At 31 December 2009 288.8 725 1,342.0 728.5 24318
Srare Share Other Retared
capstal premeam resanes profits Total
Year ondod 31 Decarmnber 2008 em om £m £m fm
At 1 January 2008 2945 58 1 1,350 8 855 0 2,558 4
Actuanal losses on defined benefit pension schemes - - - (30 6) {30 B)
Tax on items taken directly to equity - - - 51 51
Profit for the year — - — 167 0 1670
Total comprehensive income for the year - - - 1415 1415
Shares issued 08 31 - - 39
Shares cancelled B86) - 85 {71 8) {719)
Share-based payments - — - 224 224
Dnadends — - — {867) 86 7}
Own shares purchased - - {40 5} — (40 5}
Transfers - - 140 (140) -
Share issua costs - - - {04 0 4)
At 31 December 2008 286.7 61.2 1,332.8 84680 2,526.7
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for the year ended 31 December 2009

Notes 2008 2008
£m £m

Operating profit 167 1770
Adjustments for:
{Increase)/decreass in trade and other recervables 39 91
Increase/(decrease) in trade and other payables 608 (129)
Decrease/(increase) In financial assets 02 01
Payments made to defined benefit scheme 68 (10 5}
Share-based payments expensed 250 224
Armounts receved in respect of Group tax rebef 59 g2
Interest pad 7 9) (91}
Interest received 01 18
Net cash from operating activities 901 1869
Financing activities
Redsmption of non-voling ordinary shares — (71 8)
Proceeds fromissue of non-voting ordnary shares 134 39
Acquisiion of own shares (18 6) (40 5)
Dmdends pait (84 9) 86 7)
Sharessue costs - {04}
Net cash from financing activities (90.1) (195.5)
Net decrease in cash and cash equivalents - {8.6)
Opening cash and cash equivalents 01 87
Net decrease in cash and cash equivalents - (8 6)
Closing cash and cash equivalents 48 01 0.1
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for the year ended 31 December 2009

40 Significant accounting policies

The separate financal statements of the Cormpany are presented as required by the Companies Act 2006 As permitted by that Act, the separate
financial statements have been prepared in accordance with Intemational Finanaial Reporting Standards which compnse standards and
nterpretations approved by etther the Intermational Accounting Standards Board or the Intemational Financial Reporting Interpretations Committee
or therr predecessors, which had been approved by the European Commisston as at 31 December 2009

The financial statements have been prepared on the histoncal cost basis The Company has taken advantage of the exemption insection 408
of the Act not to present its own income staterment The principal accounting potcies adopted are the same as those set out in note 1 'Summary
of accounting policies’ except as noted below

Investments in subsidianes

Investments In subsicianes are stated at cost less, where appropnate, provisions for impanment

41 Revenues and expenses - other disclosures

2009 2008
£m £m
Included in revenues:
Net gains on financal assets held at farr value through profit or loss a3 g
Net losses on forexgn exchange’ ©4 09
Included in administrative expenses:
Salanes and other remuneration g9 75
Socal secunty costs/(credits) 20 07
Other pension costs (see ndte 42) 18 19
Employee benefits expense 127 B7

' Excludes foragn exchangs on forward exchange contracts Such gams and kosses are ncluded i net gamns on financial assats and kabiibes held at fair value through orofit or loss

The average number of employees employed by the Company duning the year was

Average
2000 2008
Number Number
Full-trna employees 5 4

The audtors’ remuneration for audit services to the Company was £0 6 milhon (2008 £0 6 milion) Fees relabing to further assurance serices were
£nilin the year (2008 £nil)

2009 2008
Em Em

Included in net finance ncome
Bank mnterest recenvabla - 14
Interest recavable on loans 1o subsidianes not at far value through profit or loss 01 03
Other nterest recarvable on financial assats not at far value through profit or loss - 01
Interest receivable on similar ncome 01 18
InMarest payable on loans from subsicianes not at far value through profit o loss 34) (116)
Interest payabie and ssimilar charges 34} (116)

42 Retirement benefit obligatons
The expense bome for pension costs represents the charge for the year in respect of the Schroders Retirement Benefits Scheme Full detalds of the
Scherme can be foundinnote 5
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for the year ended 31 December 2009

43 Tax {income)/expense
Major components of the income tax (credit)/charge for the years ended 31 December 2009 and 31 December 2008

{a) Analysis of tax (credit)/charge in the year

£m £m
Current tax
UK Corporation tax on profits of the year 31 -
Current tax credit — group relief (113 53)
Adfustrments in respect of pnor vears — group reliel 03 24
Tota! current tax credit for the year B8.1 29
Deferred tax charge
Ongnation and reversal of temporary differences 41 29
Adustrnents n respect of por years - 03
Effect of changes in UK corporation tax rats - 01)
Total tax (credit}/change for the year 40) 02
(b) Analysis of credt to equrty 2009 008

£m £m
Current ncome tax on Equrdy Compensation Plan and sham opbon awards {31} 06
Detamed ncome tax on actuanal gams and losses on dafined benefit pension schemes {196} B85
Deterrad mcome tax on Equity Compensation Plan and share ophon awards — curment year {04) a8
Deferred sncome tax on Equity Compensation Plan and share option awards —prior year - 02
Tax credit reported in equity (23 1) [GR)]

(¢} Factors affecting the tax (credit)/charge for the year

The current tax (credty/charge for the year s lower (2008 lower) than the rate of corporation tax of 28 per cent (2008 28 5 per cent } The differences

are explaned below
s 2009 2008
£m £m
Profit before tax 134 167 2
Profit befor tax rruttpbed by corporation tax at the UK standard rate of 28 per cent (2008 28 5 per cant.) 38 477
Effects of
Non-taxabla meome net of disaliowable expenses 72 {503
Adjustments 1o tax in respect of pror penods 01 27
Moverments in unrecognised deferred 1ax - 0a
UK tax on profits of oversaas entibes after double tax rolef 07} 02
Deferred tax acdjustrments n respact of changes m UK tax rates - 01)
Total tax {credit)/charge for the year 4o 02
44 Dividends
Detadls of the Company’s dvdends paid and propesad for approval at the Annual General Meeting can be found nnote 8
45 Investments in subsidianes &m
At 1 January and Decernber 2000 25850
46 Current financial assets
2009 2008
£m £m

Forward foragn exchengs contracts matumyg 1 less than 1 yoar (see note 52)

02
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47 Trade and other receivables

2009 2008
£m £m

Trade and other recenvaties held at amortised cost
Amounts owed from subsidianes (see note 59) 387 10
Other debtors 05 -
402 30

The camying amount of the trade and other recevables approxmates therr fair value

As part of the Group's process to manage surplus cash effectively and eam meaxarmum nvestment retums, surplus cash of £1 8 mihon
{2008 £2 9 millon) was swept to a central bank account held by Schroder Financral Services Limited, a related party These balances are shown
In trade and other receivables within amaounts owed from subsidianes

48 Cash and cash equivalents
2009 2008
m £m
Gash at bark and m hand 01 0%

The book value of cash and cash equivalents approximates to ther far value

49 Deferred tax
Defermed tax s calculated n full on temporary differences under the hability method using a tax rale of 28 percent {2008 28 per cent ) reflecting the
rate expected to be applicable at the time the net defemed tax asset s realised

Themovernent on the net deferred tax asset account is as shown below

€m £m
A1 January i1 03
Income statement expense {41 [ )]
Credit taken to equity 200 45
Effact of changes In UK tax rates - ncome statement expense - o1
Al 31 December 2009 170 11
(a) Deferred tax assets
Temporary
differences
Tax losses including
camied  bonusesand
forward pension costs Total
£m £m fm
A1 January 2009 - it 11
Income statement expense - (a1 41
Transter from determad tax kabites - 200 200
Al 31 December 2009 - 170 170
AL 1 January 2008 15 - 15
Income staternent axpense 18 - s
Trarsfer from doterrad tax kabitbes - 11 13
A1 31 Decamber 2008 - 11 i1
{b) Deferred tax kab:lrbes
2009 2008
£m £m
Af 1 Jarary 2009 - 7
Income statement expense - 1N
Grechted to equty - 45
Transfer 1o deferred tax assals - tn

At 31 December 2009 - -

All of the deferred tax assets were avalable for offset against deferred tax abilites  The net deferred tax prowsion at 31 December 2009 was an asset
of £17 Omilion (2008 £1 1 million)
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50 Provisions
Total
£m
At 1 January 2009 32
Provisions utlised 22
Exchange transiation adustments 04
At 31 December 2009 06

The amount predommantly represents the balance of a provision in respect of matters covered by indemnification obligations under the termss of the
sale of the Investment banking business N 2000 Details are not gven as the Directars feel that to do so may prejudice the Company The timing of
resclution of legal clams 1s subject to uncertainty, but it s possible that those matters will have been resolved by 31 December 2010

51 Trade and other payables

2009 2008
Current Non-current Totad Current Nor-curmont Total
om £m fm £rm £m £m
Financal abilites at amortsed cost
Sociaf securty 05 18 23 06 35 41
Ancruals 10 1 43 14 4 g0 36 128
AmaoLnis owed to subsidiaries (see nota 59) 152 1 - 152 1 932 - 02
1627 61 168 8 1028 71 1099
The camying amount of the financial labiles at amortised cost approximates to ther far value
The Group's financia! liabilites at amortised cost are expected to mature in the following time pencds
2009 2008
£m fm
Less than oneyeer 1627 1028
1-2years 28 33
2-3years 27 38
34 yoars 08 -
61 71
1688 1099
52 Denvative contracts
2009 2008
Notiona Notonal
amount Assets Liabillties amourt Assets Liabifbes
£m £m £m £m £m £m
Forward foraign exchange Contracts matunng in kess than 1 year 19 - - 31 02 -
19 - - 31 02 -

The notional amounts of certan types of financial Instruments provide a basis for companson with instruments recognised on the balance sheet but
do not necessanly ndicate the amounts of future cash flows invoived or the current fair value of the nstruments and, therefore, do not ndicate the

Company’s exposure to credt or pnee nsks The demvative instruments become favourable (assats) or unfavourable (labities) as a result of
fluctuations in rmarket mterest rates, ndices or foreign exchange rates relatve to thewr terms  The aggregate contractual or nobonal amount of
denvatwve financial Instruments on hand, the extent to which Instruments are favourable or unfavourable, and thus the aggregate far values of

denvative financial assets and liabilities, can fuctuate significantly from time to tme

The Company holds denvatives for nsk management purposes only The Company does not hold denvatives for trading or other speculative
purpeses The contracts are used to hedge provisions that are held both at & Group level and within the Company These provisions are
denorminated n US dollars The carmying amounts of the Company’s denvative contracts are denominated in US dollars

The Company holds currency forwards which represent commitrents to purchase foreign and dormestic currency, ncluding undelivered spot

transactions The maximum exposure to credit nskis represented by the farr value of the contracts
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53 Financial nstrument nsk management

The nsk management processes of the Company are aligned with those of the Group as a whole Details of the Group’s nsk management processes
are outined n ‘Risk management and intemal contral’ within the Govemance section of the Annual Report and Accounts andin note 27 The
Company’s specific nsk exposures are explained below

Credit nsk
The Company has exposure to credt nsk from its normal actmbies where the nsk s that a counterparty wall be unable to pay in full amounts when
due The company’s counterparties are predommnantly s subsidianes and therefors there is mmimal external credit nsk exposure

The Company's cash and cash equivalents s invested in accounts with well-rated UK banks

Liguidity nsk

Liquidity nsk 1s the nsk that the Company cannot meet its obligations as they fall due or can only do so at a cost The Group's lquidity policy 1s

to mantan sufficient ligusdity to cover any cash flow funding, meet all obligations as they fall due and rmantan the solvency The Company holds
sufficient iquid funds to cover their normal course of business Outside the normal course of business the Company can request to bomow
nvestrment caprtal through intergroup loans to maintan sufficient lquidity The Group has investment capital which includes nvestments in fixed
ncome and money market portfolios Liguidity in these portfolios 1s monitored on a regular basis

Interest rate nsk
Interest rate nsk is the nsk that the far value of future cash flows of financial Instruments waill fluctuate because of changes in market interest rates

The Company’s Interest rate nsk 1s Iimited Assets and labities attracting interest rates are cash balances and intercomparny koans, both of which
are at floating rate, therefore outnght interest rate nsk anses mamnty from the decision to allow mismatch between cash flows

The Company estimates that, as at the 31 December 2009, if the Bank of England interest rates had been 250 basis points fugher/nil basis points
jower (2008 200 basis points higher/lower) with all other vanables held constant, post-tax profit for the year would have beert £3 million tower/Cnil
higher (2008 £1 million lower/21 milion higher), mamly as a resutt of higher/lower interest on iNtercompany loans and cash balances, other
components of equty would be unaffected

The following assumption was made in the mode! used to calculate the effect on post-tax profits
+» the farvalue of assets and liabilibes will not be affected by a change in interest rates

Foresgn exchange nsk
Foresgn exchange nsk is the nsk that the fair value or future cash flows of finanoal iInstruments will fuctuate because of changes i foresgn exchange
rates The Company's exposure to foreign exchange nsk has been hedged using currency forwards at detaled in note 52

Pnecing nsk
Pncing nsk IS the nskthat the fair value or future cash flows of financal instruments will fuctuate because of changes inmarket pnces The Company
has no exposure In this area

Caprtal management

The Company's policy 1s to have adequate capital for all actvbes undertaken in the normal course of business In particular, it should have sufficient
capital to martan sufficent iquid funds to meet peak working capital requirerents Ay surphus capital s laned back to the Group's investment
capital management entities

54 Share capital
Details of the Company’s share capital can be found in note 29 to the accounts
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55 Own shares

Employee trusts have been established for the purposes of satisfying certain share-based awards At 31 December 2009, the trusis held 8,126,679
{2008 8,573,898) voting ordinary shares costing £80 6 million (2008 £85 1 mdion}, with a market value of £108 1 millon (2008 £73 6 millon) The
trusts also held 1,212,663 {2008 3,658,422) non-voting ordinary shares costing £10 5 milton (2008 £34 1 milion), with a market value of £13 0
milion (2008 £25 O0million) Dmdends on shares held by the trusts are waved tn addition, the Company holds a further 600,000 non-voting ordinary
shares within treasury The shares cost £5 9 milion and have a market valus of £6 4 miflion

Movements dunng the year were as follows

2009

£m £m
At 1 Jaruary 849 (684)
Own shares purchased (18 8} 40 5)
Own shares disposed through vesting' 218 140
At 31 Dacermber @57 (B4 9)

' Onvesting own sharas balances am transfermod to profit and loss reserve nsofar as they relate to share-based payments and to the shares to be issued reserve msofar as they relate to
certan contractual obligations totssue shares {for example es part of the consideration for an acquisiion)

2009 2008
Number Number
of shares Cost  Marketvalue of shares Cost Market value
units £m £m unis £m m
Shares funded by employng companes 2,312,308 213 276 3,984 409 343 278
Own shares 7827034 757 99 8,247 911 849 708
9,939,342 970 1275 12 232,320 1192 936
56 Other reserves
Own shares Capstal
held reserves Total
£m £m £m
At 1 January 2009 849) 14377 1,3328
Owni shares purchased {186) - (18 6}
Transters torom mtaned profits reserve: 278 - 218
At 31 December 2009 757 14177 1,3420
Own shares Capital
held resenves Total
£m tm fm
At 1 January 2008 (58 4) 1,400 2 13508
Shares cancefled - 85 85
Ownishares puchased {40 5) - 40 5)
Transfers to/from retaned profits reserve 140 - 140
A4 31 Decamber 2008 {84 9) 14177 13328
57 Retained profits reserve
2009 2008
£m &n
At 1 Jaruary B46 0 8550
Actuarial losses on defined benefit pansion schama (703} (30 6)
Tax on flems taken dreciy 1o equity 231 51
Other comnprehensive income 472 {255)
Profit for the year 174 1670
Total comprehensive incorne for the year (29 8) 1415
Share-based payments 250 224
Dradands 849 867
Cancetiation of non-voting ordinary shares - 78
Share 1ssue costs - a4
Transfers to other reserves (27 8) (14 0)
At 31 December 7285 8460
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58 Awards to employees of nghts to share-based payments
Details of the Company's awards to employees of nghts to share-based payments can be found in note 36

59 Related party transachons

(a) Transactions between related parties

Detalls of transactions between the Company and s subsidianes, which are related parties of the Compary, and transactions between the
Company and other related partes, excuding compensaton, are disdosed below

2009

Amounts Amounts

Interest Interest owed by owed to

recevable payable Expenses related parbes related parties

Revenues m £m £m £m £m

Subsdianes of the Company 272 01 34 - 397 (1521)

Koy managesment personnel 00 - - 1) 12 (2 4)
2008

Amounts Amounts

interest Intorest Ht&?ﬁdm’ mma?“nm

recevable payablo Expenses ated parbes es

Revenues £m £m m m pami:rn

Subscanes of the Company 1778 03 {116) - 310 =32

Kay managemert personnel 01 — - {01 - 44

Transactions with related parties wene made at market rates The armounts outstanding are unsecured and wili be ssttied in cash No guarantees
have been given orrecaved No expense for bad or doubtful debts has been recognised in the year in respect of the amounts owed by related parties

{b) Key management personnel compensaton
The rermuneration of key management personnel dunng the year was as follows

£m £m
Short term employee bonefits 87 57
Post-employrment banefits 01 01
Cither long-term benefits 30 10
Termunabon benefits - 10
Share-based payments 40 13

138 91

The remuneration policy 1s descrbed in more detal in the remuneration report

60 Post balance sheet event
Following the Company’s balance sheet date 1t receved dmdends of £458 O million from its mmediate subsichary This represented the payment up
through the Group of retained profits held i1 a number of the Group's intermediate holding companies
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61 Subsidiary undertakings

Schroders plc Notes to the accounts

for the year ended 31 December 2009

The following information 1s given N respect of those subsidiary undertalangs which, in the opinion of the Directors, princpally affect the consolidated
profits or assets of the Company They are all wholly-owned subsichary undertakings of the Company

Allundertakings operate In the countnes where they are registerad or incorporated except where shown All companies are engaged in the business

of asset management, private banking or private equity

England

Leadenhall Secunties Corporation Limited

New Finance Capital LLP

Schroder & Co Limited

Schroder Administration Limted”

Schroder Financial Services Limited

Schroder International Holdings Limited

Schroder Investment Company Lirmited

Schroder investment Management Limited
Schroder iInvestrment Managerment North Amenca Limited
Schroder investments Limited

Schroder Middle East Limited

Schroder Pension Management Limited

Schroder Property Investment Management Limrted
Schroder Unit Trusts Limited

Argentina
Schroder investment Management S A

Australa
Schroders Australia Holdings Pty Limited
Preference shares

Brazl
Schroder Investment Management Brazl DTVMS A

Bermuda

Schroder Finance (Bernmuda) Uimited

Schroder international Holdings (Bermuda) Lumited
Schroders (Bermugda} Limited

Cayman Isiands
New Finance (Cayman) Lmried

Channel Isiands

Bumaby Insurance {(Guemsey) Limited

Gresham Manager (CIP) bmited

Schroder Investments (Guemsay) Limited
Preference shares

Schroder Venture Managers {Guemnsay) Limited
Preference shares

Schroders (C | ) Limited

Denmark
Schroder Investment Managerment Fondsmaeglerselskab A/S

The following joint ventures are held within the Group

Nissay Schroders Asset Management (Europe) Limited {33 per cent )
Nissay Schroders Asset Management Asia Limited (33 per cent )

Germany

Schroder investrnent Management GmbH
Schroder Property Investment Management GmbH
Schroder Property Kaptalanlagegesellschaft GmbH
Real 19TE Verwaltungs GmbH

Hong Kong SAR
Schroder Investment Management {(Hong Kong) Limited
Preference shares

Indonesia
FT Schroder Investment Management Indonesia — 99 O per cent

ltaly
Schroders ltaly SM S p A

Japan
Schroder investment Management (Japan) Limited

Korea
Schroders Korea Limited

Luxembourg
Schroder Investrnent Management (Luxembourg) S A
Schroder Property Irvestment (Luxembourg) s a vl

Mexico
Schroder Investment Management, S A
de ¢ v Sociedad Operadora de Sooedadas de inversion

Netherlands

Schroder Interational Finance BV

Schroder Investment Management Benelux N V
Schroder Nederand Finance B V

Singapore

Schroder & Co (Asia) Lmited

Schroder Investment Management (Singapore} Limited
Schroder Investments {Singapore) Pte Limited
Schroder Capital Investments (Singapore} Limited

Switzerland
Schroder & Co Bank AG
Schroder Investment Management (Switzerland) AG

Taiwan
Schroder Investment Consuling Co bimited
Schroder Investment Management (Tarwan) Limited

United States of Amenca
Schroder Investment Management North Amenca Inc
Schroder US Holdings Inc

Bank of Communications Schroder Fund Management Company Limited (30 per cent

Afull list of subsidiary undertalangs, joint ventures and associates will be annexed to the next annual return of Schroders pic to be filed with the

Regstrar of Gompanies

" Heid directly by the Company
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Five-year consolidated financial summary

2000 2008 2007 2006 2005
£m £m £m £m £m
Profit before tax 1375 1231 3825 290 0 2507
Tax 418 518 838 681} 674
Profit after tax batore rmnorty mterests 957 713 3037 2219 1933
Moty nterests 03 54 {40 ) 20
Profit for the year 954 767 2097 2213 1913
2009 2008 2007 2006 2005
Earnings per share Pence Pence Pence Panca Pence
Basic sarmnings per sharm' 343 275 1048 769 857
Diltted samngs per share' 342 273 1032 757 85 1
Dividends: 2009 2008 2007 2006 2005
Cost (Em) 849 867 749 634 595
Pence per share? 310 310 265 220 205
Total equity () 1,6490 16322 1,696 2 144386 1,343 1
Net assets per share (pence)® 571 560 576 491 450
Group employees at year end 2009 2008 2007 2006 2005
31 Docember Number Ntmiber Number Number Number
Europe 1,725 1,858 2,000 1865 1,796
Arnencas 240 264 257 225 205
AsiaPaciic 644 712 834 585 538
2,609 2,834 2,80 2675 2539
* Ses note Sfor the bass of this calculaton
? Divicdencis per share are those amounts approved by the shareholders to be paxt within the vear on a per shans basis to the sharesholders on the regester at the specified dates
? Net assets per share are calculated by using the actual number of shares In ssue at the balance sheet date (see note 20)
Exchange rates - closing
31 December 2009 2008 2007 2008 2005
Sterlng
Euro 113 103 136 148 145
S doltar 161 144 199 196 172
Swss franc 167 153 225 23 226
Austrafian doliar 180 206 227 248 235
Hong Kong dokar 1252 1114 1562 1522 1336
Japanese yen 150 33 13033 22238 23320 202 39
Sngaporean dolar 227 207 287 300 286
Exchange rates —average 2009 2008 2007 2006 2005
Stering
Ewo 112 126 146 147 146
US doltar 156 185 200 184 182
Swiss franc 168 200 240 23 2.26
Australian doar 109 218 239 244 239
Hong Kong dolar 1200 14 42 1562 1433 1416
Japanese yen 145 58 102 45 23550 21439 20017
Singaporean doltar 226 261 301 203 3m
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128 Shareholder information

Schroders plc
Registered n England and Wales
Company No 3909886

Registered office
Schroders pic

31 Gresham Street
London EC2V 7QA

Tel +44 (0)20 7658 6000
Fax +44 (0)207658 3977
www schroders com

Company Secretary

Graham Staples

Schroders plc

31 Gresham Street

London EC2V 7QA

Tel +44 {0)20 7658 6000

Fax +44 (0)20 7658 6365

Emall company secretary@schroders com

Financial calendar

Ex-dmdend date 10March 2010
Record date 12 March 2010
Second ntenm dmdend payment date 29 March 2010
Annual General Meeting 6 May 2010
Intenm Management Staterment 6May 2010
Intenm results announcement 5Aug 2010
Intenm dradend paid Sept 210"
intenm Management Statement Oct2010°

* Dates 10 be confinmed

Investor information

Enquines and notrications concerming dvdends, share certificates or
transfers and address changes should be sent to the Registrar, other
sharehoider enquines should be addressed to the Company Secrstary
at the registered office

The Company's govermance reports, corporate governance guidelnes,
the terms of reference of the Board Committees and our results
presentations can be found at www schroders com

Registrar

Compurtershare Investor Services PLC
The Pawlions

Bndgwater Road

Bnstol BS99 62Y

UK shareholder helpline

Freephone 0800 923 1530
Intermational shareholder helpline
Tel +44 1173788170

Fax +44 8707036101

Webste www nvestorcentre co uk

Shareholders can access their shareholdings, including balance
movements, indicative share pnces, informatton on recent drdends and
portfolio valuation, and update thesr details at www investorcentre co uk
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Electronic communications

Shareholder documents such as the annual report are available
electronically on the Company's website www schroders com or by
email This has the advantage of reducing the cost to the environment
of pnnting and enables shareholders to access such documents more
guickly i you would ke to recerve a notfication by email that such
documents are avallable on the webstte, you should register your emall
address at www Investorcentre co uk If you wish to recenve hard copies
of shareholder documents, please wite to the Registrar

In addiion, shareholders can register the appoiniment of ther proxy
electromically via the nternet at www eproxyappointment com where
fullinstructions are given The Control Number, Sharsholder Reference
Number and PIN pnnted on the proxy form will be required when
registenng online

Dealing services

There 1s a share dealing service offered by the Registrar It 1sa smple way
to buy or sell shares via the nternet or telephone with quick settiernent
For further information visit wwaw computershare com/dealing/uk or for
telephone purchases call 0870 703 0084 (UK onty) between8 00am
and4 30 p m, Monday to Fnday

JPMorgan Cazenove Ltd, the Company's broker, also operates
a postal dealing serace in the Company’s shares Further information
15 avalable from

JPMorgan Cazenove Limited
20 Moorgate

London ECZR 6DA

Tel +44 (0120 7588 2828
Fax +44 (0)20 7155 8000

ShareGift

if you only have a small number of shares whose value makes them
uneconomic to sell, you may wish to consider donating them to chartty
through ShareGift ShareGift 1s a regrstered chanty (no 1052686) which
collects and sells urwanted shares and uses the proceeds to support
awde range of UK chanties  For further information, please contact
aither the Registrar or ShareGift on +44 {0)20 7930 3737, orsee the
website at www sharegift org

Share information
The Company’s ordinary shares and non-voting ordinary shares are

Iisted on the London Stock Exchange

1SIN Number SEDOL Number EPIC Cods
Ordinary
shares GB0002405495 0240549 SDR
Non-voting
ordinary
shares GB0002395811 0238581 SDRC

Share pnce iInformation can be found on the website at

www schroders com, in newspapers such as The Financial Times and
The Times or through your broker The Financial Times Gityline senace
{telephone 0905 817 1690) alse provdes FTSE updates and share pnce
information with calls charged at 60p per minute When you dial this
number a voice activated systerm will ask which company you are calling
about and you will need to say Schroders You will then be gven the
ordinary share detals The service will not provide details of the non-
voting ordinary shares
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Dmwdend mandates

We recommend that all dwdend payments are made directly nto
abank or building society account This will help reduce the nsk of fraud
and will provids you with mmediate access fo your funds without the
inconvenience of waiting for a postal delivery or having to wistt your bank
To apply for a dmdend mandate contact the Registrar or call the
shareholder helpline on 0800 923 1530

If your dvdend s pard directly into your bank or building society account,
you wall recerve one consolidated tax voucher each year which will be
sent to you in September each year at the time the intenm dwvidend is
paid If you would prefer to recene a tax voucher with each dmdend,
please contact the Registrars on 0800923 1530

Dmvdend tax vouchers are also available electronically on

www Investorcentre co uk to those shareholders who have both their
dwdends mandated to ther bank or bulding society accounts and
who have expressed a preference for e-communications ffycudo
need a tax voucher with each ddend, you may elect to obtan future
tax vouchers ontine by registenng at www mvestorcentre co uk

To continue to receve paper tax vouchers, you should contact the
Registrars on 0800 923 1530

Dmwidend reinvestment plan

The Company operates a Dmdend Relmvestment Plan (' DRIP which
prowdes shareholders with & cost efficient way of ncreasing ther
sharehclding n the Company by renvasting their dmdends Ifyou have
not aready signed up for this servce and wash to do so you should
send your DRIP applcation to the Registrar For a copy of the DRIP
information pack and application form please contact the Registrars
on 0800923 1530

Overseas branch register

An overseas branch register 15 operated n Benmuda for the benefit of
shareholders with registered addresses n Bermuda Enquines shoutd
be drected to our Registrar

Overseas dwvidend mandates

Schroders offers a serice to our overseas shareholders i partcipating
countnes which enables shareholders to receve ther dvdends in tocal
currencies [fyou are eligible, and have not yet taken advantage of this
mandating process, you should already have received a letter informing
you of this together with a mandate form  You can check your eligibity
ancdV/or request a mandate form if applicable via the shareholder helpline
on 0800 923 1530 1f caling from the UK or +44 117 378 81701 caling
from overseas

Identrty theft — protecting your investments

There 15 a growing trend for cnminals to targst personal information
which may put your shareholding at nsk In order to protect yourseff,
you should consider the following precautons

¢ Ensure all your certrficates are keptn a safe place or hold your shares
electromically n CREST wia a nominge company,

* Keep any comespondence from the Registrar containng your
shareholder reference number in a safe place, or destroy this
informaton by shredding it Shareholkders who have ther dvdends
rmandated to ther bark accounts should take particular care with the
tex vouchers as these contan details of ther bank account number
and sort code,

= If you move house, please nform the Registrar If you receve a letter
from the Registrar regarding a change of address and you have not
moved house, please contact the Registrar mmediately Youmay
be awctim of identity theft, and
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* Ensure that you know when your dvdends are being paid If you
have not already arranged to do this, you should consider having your
drvdends pad directly Into your bank account to reduce the nsk of
your dvdend cheque being intercepted or lost in the post

Unsolicited mail

The Company s legally cbliged to make its share register avallable
to the general public Consequently scrme shareholders may receve
unsolicited maul, Including comespondence from unauthonsed
nvestment finns If you would like to kmit the amount of unsolicited
mai that you receve, please contact

The Mailing Preference Service
DMA House

70 Margaret Street

London W1w 855

Tel +44 (08457034599
www mpsoniine org uk

Waming to shareholders

In recent years, many companies have become aware that

thetr shareholders have recaved unsclicited telephone calls or
conmespondence concerming Investment matters These are typically
from overseas based ‘brokers’ who target UK shareholders, offenng ‘
1o sell them what often tum out to be worthless or igh nsk shares

N US or UK investments These operations are commonly known as

‘boder moms” These 'brokers’ can be very persistent and extremely

persuasive, and a 2006 survey by the Financial Services Authonty

{'FSA) has reported that the average amount lost by nvestors is

around £20,000

It 1s not just the novice Investor that has been duped n this way,
many of the wchims had been successfully investing for several years
Shareholders are adwised to be very wary of any unsolicited adwice,
offers to buy shares at a discount or offers of free company reports

if you recerve any unsolicited investment advice

* Make sure you get the correct name of the person and organisation

+ Check that they are properly authonsed by the FSA before getting
invelved by visiing www fsa.gov uk/register

* Report the matter to the FSA by etther caling 0845 606 1234 or
visitmg www moneymadeclear fsa gov uk

« [f the calls persist, hang up

f you deal with an unauthensed firm, you will not be eigible to

recenve payment under the Financial Servces Compensation
Scheme The FSA can be contacted by completing an online form

at www fsa gov uk/pages/dong/regulatediaw/alerts/overseas shtml

Detals of any share dealing faciiies that the Company endorses
will be ncluded n Company mailngs

More detailed information on this or similar actty can be found
on the FSA website www moneymadeciear fsa gov uk

Caprtal gains tax

Capital gains tax values at 31 March 1982 and values relating to the
disposal of the investment banking business in 2000 can be found at
www schroders com or can be obtaned from the Company Secretary
at the registered office
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Term

Active asset management
The management of assets based on active decision making as
opposed 1o the direct replication of an index

Asset Management cost net revenue
Total Asset Managerment costs dwvided by Asset Management
net revenue

Asset Management costs on average funds under management
Asset Management costs dvided by Asset Management average funds
under management

Assets under management { AUM')/Funds under management
(FUM’)

The aggregate value of funds managed on behalf of clents In Private
Barking this also includes assets held in custody where execution-only
services are provided

Basis points (‘bps’)
One cne-hundredth of & percertage pont {0 01%)

Compensation costs
Total employee benefits expense

ECP
Equity Compensation Plan 2000

Net revenue
Revenue less cost of sales

High-y1eld mstruments
Instruments such as bonds with yislkds in excess of Investrment grade
secunties

IAS
Intermattonal Accounting Standard(s)

IFRS
international Financial Reporting Standarc(s)

Instividual
Indnaciual iInvestors who, collectively, seek or are offered products and
terms of business tradhonally associated with institutions

Instrtutional sales channel

Institutional chents, such as pension funds, insurance companies and
government funds, who come to Schroders through ther own advisor
or consultant Assignments are typrcally highly specrfic and dovetall with
therr other mvestments in a range of asset classes and with other
managers they employ

Schroders | Annual Report and Accounts 2009

Investment perfocrmance

This 1s calculated by Schroders, using published benchmarks for
products, where avallable If no benchmark is published but it 1s isted
N competior rankings, the relative position of the fund to its peer group
1Isused As at 31 December 2009, comparator data exsted for 61 per
cent of FUM over three years and 76 per cent over one year

Investment returns
The increase n FUM attnbutable to investment performance, market
moverments and foregn exchange

Intermediary sales channel

Schroders works with intermedianes such as banks, nsurance
companies and independent financial advisors, who adwse the end
retal client

Mutual funds
Collective Investments where a group of Investors pool theirr meney
(buying shares or a portion of the mutual fund)

Net new business
Funds from clents less funds withdrawn by clients excluding market and
currency changes

Net revenue margins
Asset Management plus Private Banking net revenue excludng
excephonal tems dmvded by total average funds under management

Operating revenue
Net revenue for the Asset Management and Private Banking
business segments

Pillar 1
The minimum caprital requirements N relation to credit nsk, operational
nsk and market nsk taken by the Group

Profit share ratio
Bonus charge dmded by pre-bonus Asset Management and Private
Bankang profit before tax and exceptional items

Rights to shares

The entiliernents of employees, including executive Directors, to
Company shares until vestng conditions have been satisfied and the
awards exercised

Total costs to operating revenue ratio
Total Group costs dvided by operating revenues

Total compensahtion cost to operating revenue ratio
Compensation costs dvided by operabng revenues
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