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BROOKS MACDONALD GROUP PLC

Financial Highlights

+45%

Discretionary funds under
management increased from £3 52
biflion to £5 11 billion dunng the
year

+34%

Adjusted pre-tax profit’ for the
year was £11 4 milhon compared to
£8 5 million in 2012

+29%

Adjusted basic earnings per
share® increased from 57 43p to
74 33p

ANNUAL REPORT & ACCOUNTS 2013

+22%

Total dividends per share have
increased from 18 S5p to 22 5p,
including a proposed final dvidend
of 16 Op per share

+22%

Pre-tax profit for the year was
£10 4 miion compared to £8 5
milhon in 2012

+15%

Basic earnings per share
increased from §7 43p to 65 76p

1 Excludes the transachonal costs of acquinng subsidiary comparnies of £1,047 000 {2012 Enil)
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Group Overview

Brooks Macdonald Group plc (the Group') 15 an AIM histed, integrated wealth management group
The Group consists of six principal companies

Brooks Macdeonald Asset Management Limited provides a bespoke, fee based, discretionary mvestment
management service to private high net worth indwiduals, chanties and trusts It also provides in-house custody,
nominee and dealing services and has offices in London, Manchester, Hampshire, Tunbndge Wells, Edinburgh,
Taunton, York and, opening in September, Leamington Spa

Brooks Macdonald Funds Limited 1s based n Hale and acts as fund manager to our regulated OEICs as well as
managing specialist funds 1n the property and structured return sectors

Brooks Macdonald Financial Consulting Limited 1s a Londen based financial advisory and employee benefits
consultancy providing fee based, independent advice to high net worth indwviduals, famities and businesses

Brooks Macdonald Asset Management (Internaticnal) Limited and Brooks Macdonald Retirement Services
(Internationaly Limited are based in Jersey and Guemsey and offer discretionary portfolio management, advisory
and stockbroking services as well as retirement planning advice These two companies, previcusly named
Spearpomnt Limited and Spearpoint Retirement Services Limited respectively, were acquired duning the year, as
further detailed in note 9

Braemar Estates Limited 1s an estate management company based in Hale that manages property assets on
behalf of the Brocks Macdonald funds and other chents

The Brooks Macdonald Group has developed under stable management since formation in 1991 and now has in
excess of 370 staff throughout the UK and Channel Islands The Group's shares are listed on AIM, with
management and staff retaining considerable ownership of the business
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Chairman's Statement

This has been another year of considerable progress for the Group

Profit before tax has increased by 22% from £8 52m to £10 40m, and earnings per share by 15% from 57 43p to
65 76p This s after charging £1 Om of costs incurred in the acquisition of Spearpoint, the Channel Islands fund
management business now renamed Brooks Macdonald International

The board i1s recommending a final dividend of 16p per share which, if approved by shareholders, will result in
total dividends for the year of 22 5p This represents an increase of 22% over last year's total dividends of 18 5p
per share The final dividend will be paid on 18 October 2013 to shareholders who are on the register at the close
of business on 20 September 2013

Spearpoint became part of the Group in November 2012, aur first venture outside the UK, which will be the focus
of what we hope will be a significant offshore business We now have offices in Jersey and Guernsey, with two
businesses Asset Management and Retirement Services The acquisihon was in part funded by a successful
share placing with institutional investors raising over £21m, the first fund raising by the Group since our shares
were admitted to AIM in 2005

Our discretionary funds under management had a strong year and as at 30 June 2013 totalled £5 11bn (2012
£3 52bn), a nse of 45% over the 12 month penod Net of the Spearpoint acquisition, this represents an increase
of 25 6%, compared to growth of 9 8% n the APCIMS Balanced Index over the same period

Properly assets under administration grew to £1 04bn, an increase of 20% (2012 £865m) and third party assets
under administration are now In excess of £140m (2012 £50m) In addition, as a result of the acquisition of
Spearpoint, we had adwisory funds under management of £348m at the year end

In addition to these acquisiions the Group has continued to grow organically and invest for the future The
number of professional introducers using our asset managers continues to nse, we have recruted quality new
fund managers and consultants and we continue to invest in our tranee programme, investment management
process and IT systems

The last year has been a year of considerable progress but also of change The ntroduction of the Retall
Distribution Review in January, something that we supported, has led to changes across the whole industry and
to continued nses in regulatory costs Together with a re-pricing of our Managed Portfolio Service (MPS'") and
with the iInvestments tighlighted above, as we indicated in July this year, this will lead to an adverse effect on our
margins in the new financial year

In spite of these changes we remain focussed on maintaining performance levels for our clients, our staff and our

shareholders and are pleased with the significant progress achieved by the Group over the last financial year and
look forward to the future with confidence

Christopher Knight
Chairman

10 September 2013
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Chief Executive's Review

Introduction

This has been a year of considerable expansion for the Group agamnst a backdrop of significant regulatory
changes and our success over the last year has only been possible with the contnued hard work and
professionalism of all our staff together with the support of our professional introducers and shareholders | would
like to thank all parties for their significant contributions to these results

| am pleased to report that we have seen growth across all of our existing businesses (Asset Management,
Financial Consulting, Property Management, Investment Services and Funds) over the course of the financial
year

Funds under management

Our discretionary funds under management went through a significant landmark in the year going through £5bn
As at 30 June 2013 this had nsen to £5 11bn, a nse of 45% over the twelve month penod supported by nising
investment markeis and the acquisition of Spearpoint Strnipping out market growth and the acquisttion this
amounted to organic growth at over 15% over the year A large proportion of our new business is introduced by
professicnal intermedianes and we remain firmly committed to mamntaining this strategy

We have three prnncipal offerings our Bespoke Portfolio Service (BPS') for high net worth individuals (whether
this be private portiolios, Self Invested Personal Pensions or Trusts), Managed Portfolio Service (MPS'), which
caters for smaller portfolios on a modular basis, and our Funds business, which offers units 1n a number of funds
The dynamics behind all three services are becoming ingreasingly different in part due to RDR but also due to
significant changes in the distnbution landscape BPS has not changed in that we offer a complete investment
management service to high net worth clients including custody of assets Whilst the populanty of MPS
continues, custody and the use of platfiorms have altered the prnicing of the service and to this end we have
reacted to the changes in the industry and rebased our fees for this service

In our Funds business we continue to offer highly niche funds or unitised versicns of our MPS range of nsk rated
portfolios and this continues to gain momentum with £390m (£329m net of the acquisition) under management at
the year end, growing from £148m at the end of June 2012

Strateqies for growth

Our expansion has always revolved arcund organic growth, ongoing investment in the business and both service
and performance development

This past year has been no different in that we completed two acquisitions, the first in July 2012 when we
acquired JPAM Limited - a fong term introducer - and the second in November 2012 when we acquired
Spearpoint The latter compnsed two businesses Investment Management and Retrement Services it was a
substantial step forward for the Group giving us the oppertunity fo expand our footprint’ outside the UK The first
seven months since acquisition have been focused around integrating the business inte the wider group Going
forward our collective am 1s to grow the business around BPS, advisory services, retirement advice and later this
year the launch of an offshore 'MPS' offening The acquisition and integration has been successful and has taken
a lot of hard work from all parties but | would like to thank the staff of Spearpoint for theirr considerable
endeavours iIn making this possible
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Chief Executive's Review

Strategies for growth (continued)

Our organic growth has been strong across the Group This growth continues to be supported by professional
intermedianes and more recently by a number of institutional investors that have backed our new fund launches
We now have over 540 firms introducing work to the firm from across the UK This is supported by all our regional
offices and 1s something we wish to repeat offshore through our offices in Jersey and Guernsey Our largest
office remans our headquarters in London but we now have bases in Hampshire, Manchester, Tunbndge Wells,
Edinburgh, Hale (where our property management business, Braemar Estates, 1s based), Taunton, York, Jersey
and Guernsey We will be opening an office in the Midlands (in Leamington Spa} in mid September, thus
ensunng that we can support professional intermediaries and clients alike i every region in the UK

Our staff numbers have increased over the year from 282 to 376 We have recruited at all levels across the
Group including senior management (for example Chns March being appointed as CEO of our Estates business),
further trainees (In Funds, Asset Management and Financial Consulting) and in central services Whilst we
continue to grow it 1s imperative we both build for future capacity but also retain the very strong culture of the
bustness

We continue to invest in service and performance development This ranges from 'central’ infrastructure spending
{(upgrading of our existing 1T to hosting our data in third party data centres and web development), the re-
papenng of all our chents with the recent developments around suitabiity of adwice and further resources In
investment research and momitoring In the last example | am pleased that we have continued to perform well for
our chients providing strong risk adjusted returns

The growth of SIPPs continues and this i1s now further supported by legislative change around auto enrolment
We will be looking to launch a specific auto enrglment service later this year utiising our own funds and this will
apply both on and offshore This 1s an opportunity we are increasingly excited about

Our brand development has also continued to gain traction Over the last three years we have focussed most of
our endeavours on the professional intermediary market We will certainly continue this whilst also focusing on
increasing our brand recognition with our underying clients | am also pleased that once again we featured in the
Sunday Times 100 Best Companies to work for, were awarded 5 star ratings from Defagto for both MPS and
BPS and were also awarded Private Chent Investment Manager of the year (AQC) and the Best Wealth
Management Firm UK (Wealth Advisor Awards)

Regulation

On 1 January 2013 the Retail Distribution Review {RDR’) came into force This was a substantial change to the
whole of the financial services tndustry with a focus on transparency of charging, greater consumer clanty and
the raising of professional standards and corporate stabiity These are changes that we fully support but the
costs associated with increased regulation have become and remain substantal Whilst we feel that these costs
have peaked in terms of percentage of tumover they have not been passed on to clients This 15 something that
we and, we believe, the whole of the industry will have to consider over the coming years
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Chief Executive's Review

Summary and Cutlook

I will repeat the comments | made in my review in 2012, that the last year was a tough one Investment markets
were supportive but the quantum of change, particularly in the distnbution of financia! services and regulation,
meant that the business had to be highly dynamic 1 am pleased that against this backdrop the Group made
substantial progress

For the coming year our cutlook for iInvestment returns remains cautiously optimistic VWe believe that there will be
a more stable background for regulatery change, that there will continue to be margin pressures on non-bespoke
services and that there will be numerous opportunities for the Group Despite the short term margin pressures we
have flagged, we are a progressive business and therefore will continue to invest for the future

| am pleased 1o report further organic growth In funds under management in the early months of the new financial
year The Board remains confident for the future prospects of the Group
Chns Macdonald

Chief Executive

10 September 2013
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Business Review

Group overview

The Group has had strong year of growth, audited pre-tax profits increasing by 22% in the year to £10 4m and
basic earnings per share increasing from 57 43p per share last year to 65 76p for the year ended 30 June 2013

The Group has no berrowings and at 30 June 2013 its cash balances totalled £18 4m The detalled movement in
group cash balances 1s shown in the Consolidated Statement of Cash Flows

Investment Management

The investment management division principally provides discrettonary investment management services to
private investors, chanties and trusts Despite difficult economic and investment conditions duning the financial
year the division has continued to grow funds under management both organically and through the acquisition of
Spearpeint Limited in November 2012

Funds under
management {Em)

At 1 July 2012 3,520
Inflows - net new discretionary business* 574
— acquired through Spearpoint Limited 650
- market movement 366
At 30 June 2013 5,110
Underlying rate of total net growth 45 17%

* Clients leaving and caprtal or income withdrawals of larger than £50,000 for bespoke portfolio service and larger than £20,000
for managed pertfolio service

The underlying rate of growth of 45% of funds compares to an increase In the APCIMS Balanced index of 10%
and an increase in the FTSE 100 index of 12% over the same penod and represents a continued growth in funds
under management over the last five years as illustrated below
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The financial performance of the division i1s driven mainly by the total funds under management and the net
growth in new funds achieved over the year
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Business Review

For the first six months of the year, fee income includes the share of fees paid to introducers and therr payments
are shown within the administrative expenses of the division Following the introduction of the Retail Distribution
Review (RDR') on 1 January 2013 there has been a change In the reporting of the fee mcome and the
corresponding share of the fee due to the third party introducer, if applicable Under RDR any payment due to the
introducer 1s payable on the instruction of the client from ther client bank account and the Group will simply
become a facilitator for these payments They will no longer form part of the administrative costs of the division
and there will be a corresponding reduction in fee income

The impact of RDR on fee income and adminustrative costs for the division as descnbed above has only Impacted
oh the second half the financial year ended 30 June 2013 and has not affected arrangements with all introducers
Some introducers have made the decision to retain an “old book” of business whereby the fee charged by the
divisien continues to include the share of the fee payable to the introducer wath the corresponding payment
included within the administrative expenses of the division The impact of this change to RDR on the results of
the division 1s a reducticn of approximately £5 9m of income with a matched reduction in administrative costs

There has been continued development and investment in the back office functions in order to Increase the
efficiency and to further enhance the overall service both to our own clients and to those using our third party
administration services

On 19 November 2012 we completed the acquisition of Spearpoint Limited (now re-named Brooks Macdonald
Asset Management (International) Limited ('BMI")) tegether with Spearpoint Retirement Services Limisted (now re-
named Brooks Macdonald Retrement Services {International) Limited (‘BMRS")) for an inttial consideration of
£22 5m {excluding the value of net assets acquired} with an additional projected deferred payment of £4 3m due
in November 2014 BMI 15 a Jersey and Guernsey based integrated wealth management company and in
addition to the discretionary funds of £650m shown above, BMi also had advisory funds of £450m and offers
execution only and foreign exchange services to its clients

The acquisition of BMI has added further scale and a significantly enhanced offshore capability for our chents
Further details of the acquisition are disclosed in note 9 to the consolidated financial statements

Brooks Macdonald Funds and Braemar Estates

it has been a year of considerable growth for Brooks Macdonald Funds with total funds under management
increasing significantly from £148m to £390m at 30 June 2013 following a rise of 46% in the previous year to 30
June 2012 This growth was achieved both organically through new investment in the existing seven funds as
well as by the acquisition of BMI which added a total £65m n a further five funds through an offshore Dublin
QEIC

Braemar Estates has continued its growth in the property management sector with the value of assets under
administration breaking through £1bn dunng the year to £1,040m at 30 June 2013, an increase of over 20% m
the year

Financial Consulting

The financial consulting division has had another good year with increased revenue and profits and it particularly
benefited from having a business model which required liitle or no change with the advent of RDR from 1 January
2013 The dmsion continues to deliver both fee based financial planning to high net worth mdividuals and
employee benefits consultancy to small and medium sized employers throughout the UK

The dwision 1s starting to work with BMRS in Jersey and Guernsey, which was acquired in conjunction with BMI|
as descnbed above and it 1s also benefiting from the expansion In the existing group office network, with the
provision of employee benefits being a particular growth area due to the requirements of auto-enroiment for all
UK employers
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Board Committees Report

The principal board committees are the Audit, Remuneration and Risk and Compliance committees, all of which
have specific terms of reference which are penodically reviewed and approved by the Board These terms of
reference are avallable on the Group website

Audit Committee

The members of the Audit Committee are two of the non-executive directors Chnstopher Kmight {(Chairman) and
Colin Harns The board 1s satisfied that both members have recent and relevant financial expenence

The committee met twice dunng the year ended 30 June 2013 As well as being responsible for reviewing the
external aucdit arrangements with regard to compensation, scope and period of office, the commitiee also
considers the accounting policies of the Group and the significant 1ssues and judgements in connection with
regulatory financial reporting

The commuttee reviews the audit control memorandum and the audit engagement letters and has discussions
with the auditor without management present

Risk and Compliance Committee

The board believes the best way tc manage nsk across the Group Is to embed the nsk management process
throughout the organisation and we endeavour to ensure that all identified risks are owned by specific
commitiees who In turn report to the Risk and Compliance Committee

The members of the Risk and Compliance Committee are the non-executive directors Colin Harns (Chaiman),
Chnistopher Knight and Diane Seymour-Willams The meetings of the committee are also aitended by
Chnstopher Macdonald, Simon Jackson, Simon Wombwell, Nick Holmes, Nicholas Lawes, Andrew Banks (Head
of Risk and Compliance), Meera Varsani, who was appointed during the year as Group Risk Manager, and other
senlor members of the Risk and Compliance department

During the year ended 30 June 2013 the commiltee met on six occasions Its principal respons:biities include
overseeng the current nsk exposures of the Group, reviewing the nsk assessment processes, assessing matenal
breaches of risk limits and the adequacy of the proposed management action and reviewing the client
complaints

The nsk managemeni framework 15 broadly the same as for the previous year The pnncipal rnisks assessed by
management as having a potential matenal impact on the Group are detailed below together with the principal
means i which these nsks are mitgated

Financial risks
The Group's principal financial risks relate to credit nsk, lquidity nsk and market nsk and the measures and

policies for the management of those nsks are set out in note 28 to the consolidated financial statements Further
detalls on capital management processes can be found in note 29
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Risk and Compliance Committee (continued)

Non-financial nsks

The significant non-financial nsks faced by Group are as follows

Reputational nsk

Impact

The Group has a growing reputation as a provider of
high quality investment and wealth management
services There 15 a nsk that signuficant damage to
reputation could lead to the loss of existing clients as
well as impacting on the ability to gain new clients,
which would lead to a fall :n financial iIncome Such nsk
could anse from events such as poor investment
performance, poor chent service or regulatory censure

Mitigation

Thus nisk 1s mumised by ensurng the Group maintains
a culture of high ethical and professional standards
whilst focussing on delivenng a first class service to all
of our clients The Group mantains an independent
Risk and Compliance depatment which ensures
conformity with the regulatons of the Financial
Conduct Authorty, as well as relevant statutes, in all
of our dealings with our clients

Regulatory risk

Impact

The sector in which the Group operates 1s heavily
regulated and any breach of regulations could lead to
fines or disciplinary action against the Group or its
staff

Mitigation

The Group monitars compliance with existing
regulations and any impending changes in regulatons
in order to assess the impact on the business and to
ensure that the Group has sufficlent resources to
implement any necessary changes

People nisk

Impact

Our business 1s dependent on client relationships with
our staff Operating in a competitive market there 1s a
nsk of loss of existing chents due to poor performance
or service, a falure to respond to changes In the
market place, or the loss of key nvestment
professionals

Mitigation

To mimimise this nisk, the Group continues to invest In
its employees and monitors developments in the
marketplace in which it operates to ensure that the
Group continues to offer a wide range of services
Recruitment policies are designed to attract high
qualty staff and the Group regulary reviews and
benchmarks its remuneration packages and
contractual arrangements in order to retan and
motivate staff The Learning & Development team, as
part of Human Rescurces, provides structured training
plans in order to ensure all staff continue to develop
their careers with:n the Group

10
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Risk and Compliance Committee (continued)

Non-financial nsks (continued)

Technology nsk

Impact

A key part of the high quality service delivered to
clients Is facilitated by a flexible and robust internal IT
infrastructure

Mitigation

New 1T projects are regularly reviewed and appraised
al board meetings In order to ensure that the Group
continues to develop its 1T capabilites As well as our
regional offices providing back up faclibes for our
London head office, we have a fully tested disaster
recovery plan which would faciitate remote working
capabilities

Operational nsk

Impact

Operational nsk 1s the nsk that the Group suffers a loss
of business resulting from inadequate or failed internal
processes, people and systems or from the faulure of
outsourcing partners or external suppliers

Mitigation

Management continuously monitars and reviews the
internal controls 1n place Due diligence takes place
prior to the commencement of any ouisourcing or
supply, to mamntain a robust procurement process,
good contract governance and regular assessment of
performance aganst pre-agreed service levels

Investment performance nsk

Impact

There 15 a nsk that portfolios will not meet ther
investment objectives which could result in the Group
suffening loss of business There 1s a nsk an the
suitabibty of portfoios for clients and where the
suitabibty respensibility lles between a professional
introducing the chent and the group company

Remuneration Committee

Mitigation

Portfolio performance, valuations and nsk profiles are
monitored by management, allowing 1ssues to be
identified and mitigated as they anse The Group has
in place BITA Monitor portfolio nsk oversight tools to
assist with supervising portfolio management The
Group 15 In the process of a re-papering exercise,
writing to all cients in order to agree the suitability of
the individual portfolios

The Remuneration Committee comprises Diane Seymour-Willams (Chairman), Chnstopher Knight and Cotin
Harms The committee determines the specific remuneration packages for each executive director and certain

senior executives

Remuneration policy

Brooks Macdonald recognises the mportance of its employees to the success of the Group and consequently the
remuneration policy I1s designed to be market competitive in order to motivate, aid staff retention and recrutment
and align employee behaviour with the interests of shareholders External third party data 1s used to validate

rather than to benchmark the total reward

11
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Board Committees Report

Remuneration Committee (continued)

Remuneration policy (continued}

The remuneration policy, which applies to directors and employees of the Group, 1$ based on the following key

principles

s ahgnment {o effective nsk management,

« the need to provide market competitive total compensation,

« differentiation by ment and performance,

*« an emphasis on varniable, performance dniven remuneration to bonus payments funded from retained

profits,
« consistency with the FCA Remuneration Code,

» ahgnment wath shareholders’ interests through significant and widespread equity ownership, and

+ clanty, transparency and farrness of process

The current remuneration package for an executive director has four main elements basic salary and benefits,
profit related bonus, long term equity based incentives and pension The total reward 1s designed to include a

balance of fixed and vanable pay with a high level of deferral

The elements of remuneration packages are summarised below

Directors’ remuneration

Profit

Profit related

related bonus -

Salary bonus -  deferred

ANNUAL REPORT & ACCOUNTS 2013

Phantom share

Pension

or fee cash shares Benefits Total Total scheme contnbutions
2013 2012 2013 2012 2013 2012
£°000 £'000 £000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Chairman
C J Knight 60 - - - 60 60 - - -
Executives
C A J Macdenald 247 266 64 4 581 554 270 - 32
N t Holmes 162 148 37 2 349 360 - 541 24 24
S J Jackson 162 148 37 3 350 350 - 541 24 32
AW Shepherd 162 129 56 2 349 350 - 541 24 24
R H Spencer 183 128 32 3 346 329 - 270 - 24
S P Wombwell 189 148 kY4 3 377 301 - - - 24
J M Gumpel* 56 39 10 1 108 326 - 270 - 24
N H Lawes* 49 22 ] 1 77 240 - 541 7 24
Non-executives
C R Harns 38 - - - 38 38 - - - -
D Seymour-Wilhiams 35 - - - 35 28 - - - -
Total 1,343 1,028 278 19 2,668 2,936 - 2,974 79 208

*Resigned 19 October 2012

12
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Board Committees Report

Remuneration Committee (continued)
Basic salary and benefits

Basic salary is determined by the committee and any changes are implemented from 1 July each year or when
an individual changes position or responsibility In deciding appropriate levels the commitiee considers salaries
throughout the group and information on comparable companies provided by advisers to the committee The
views of the Chairman and Chief Executive are taken into consideration when seting the satlary of other
directors

There were no salary increases for the executive directors with effect from 1 July 2013 against an overall average
increase for all employees of 36% The non-executive directors’ salanes were reviewed and increased on
average by 13 5% with the approval of the board to reflect their additional responsibilites and commitments as
the Group grows In addition the Group provides a range of benefits including private medical, life and permanent
health insurance as well as interest free season ticket loans as disclosed in note 31 to the consolidated financial
statements

Profit related bonus

Awards to executive directors of profit related bonuses are made from a pool of profits of 15-25% of the Group
pre-tax profit after the payment of all bonuses to all other staff The committee determines the size of the pool
based on the performance of the Group against a number of key performance indicators including the growth in
profits, the movement in funds under management, vanous internal client service metncs and the performance
against budget of each of the operating divisions The total payment to executive directors, including the amounts
deferred into shares and the total payments to directors who only served for part of the financial year,
represented 12 4% (2012 14 7%) of Group pre-tax profit

Awards to individual directors are determined by the Remuneration Committee foliowing recommendations by the
Chief Executive taking into account the performance of the director, the results of the business where the director
has responsibility (where relevant) and market data where this 1s avallable The Remuneration Commitiee has
decided that 20% of the bonus awarded will be made in shares deferred for a penod of three years under a Long
Term Incentive Scheme (LTIS) In addition, directors may choose to defer a further amount of any bonus
awarded, up to a maxmum of 20%, making 40% In total, \nto shares under the LTIS The scheme has
performance conditions attached to the deferred award, requinng a minimum growth in the diluted earmings per
share of the Group of 2% per annum above the increase in the Retal Price Index (RP1) over the three year
period

Phantom share scheme

The Brooks Macdonald Group Phantom Share Scheme was adopted by the Board on 15 October 2008 with the
intention of creating an incentive plan for senior key directors and employees of the Group

The scheme was a cash settled scheme based on the increase In the ordinary share prce of the Company The
award could be exercised if there was compound annual growth of at least 20% n eamings per share of the
Company over a three year performance penod from 1 July 2008 to 30 June 2011 and the amount was payable
in October 2011

in July 2011 the Board decided to amend the rules of the scheme, in agreement with the members, whereby the
share pnce used in the calculation of the cash payment on the exercise of the option would be fixed at £13 00
with an initial payment of £12 35 in October 2011 and a further payment of 65p in October 2012 n respect of
each option granted

The comparative amounts shown within the table above for directors’ remuneration for the year ended 30 June
2012 represent the total amount which was pard in both instalments

13
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Board Committees Report

Remuneration Committee (continued)
Equity incentives

Long Term Incentive Scheme (LTIS') and Employee Benefit Trust {EBT)

The Group established an EBT on 3 December 2010 The Trust was established to acqure ordinary shares in the
Company in connection with the deferred share element of the prefit share bonus under the LTIS as detailed
above The EBT s also used for other long term awards to members of the Board and other long term awards to
other senior employees

The Remuneration Committee has made addiional awards under the LTIS to certan executive directors and
other senior employees The conditional awards are subject fo the same performance and other conditions as
those applying to the deferred profit related bonus shares

Details of the awards granted to the directors of the Company under the terms of the LTIS during the year ended
30 June 2013, in respect of the deferred element of the profil related bonus for the previous year together with
any addibional awards, are detalled below The market value of the Company's shares at the date the awards
were made, 25 October 2012, was £12 70

Profit related Additional
bonus - awards under Earliest
At deferred shares terms of LTIS At exercise
30 June 2012 2013 2013 30 June 2013* date
C A J Macdcnald 4,112 - - 4112 27 10 2013
6,536 - - 6,536 20 10 2014
- 5,354 - 5,354 25102015
N | Holmes 2,095 - - 2,085 27102013
9,886 - - 9,886 20 10 2014
- 3,149 1,575 4,724 25 10 2015
S J Jackson 2,715 - - 2,715 27 102013
3,596 - - 3,595 2010 2014
- 2,992 1,575 4 567 2510 2015
A W Shepherd 2,095 - - 2,095 27 102013
9,804 - - 9,804 2010 2014
- 2,992 1,575 4,567 25102015
R H Spencer 2,405 - - 2,405 27102013
3,105 - - 3,105 20102014
- 2,677 - 2,677 25102015
S P Wombwell 11,847 - - 11,847 2010 2014
- 2,205 1,575 3,780 2510 2015
J M Gumpel* 1,862 - - 1,862 27 102013
2,941 - - 2,941 20102014
N H Lawes” 1,474 - - 1,474 27 102013
1,634 - - 1,634 20102014

*Qr at date of resignation

During the year none of the directors exercised any shares under the LT1S (2012 none) The LTIS options have
a £nil exercise price and no expiry dale
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Board Committees Report

Remuneration Committee (continued)
Sharesave Scheme
All directors are entitled to take part in the HMRC approved Brooks Macdonald Group Sharesave Scheme on the

same terms as all other employees Oplion grants were made on 1 June 2011 and 1 June 2013 for new three
year fixed term contracts and the details of the grants to directors are shown below

At30 Awarded Exercised At 30 Earliest

June in the in the June Exercise exercise Expiry

2012 year year 2013 price date date
C A J Macdonald 985 - - 985 916p 0106 14 301114
N | Holmes 985 - - 985 916p 0106 14 3011 14
S J Jackson 985 - - 985 916p 0106 14 301114
AW Shepherd - 767 - 767 1,172p 010616 301116
R H Spencer 985 - - 985 916p 010614 301114
S P Wombwell 985 - - 985 916p 010614 301114
J M Gumpel* 985 - - 985 916p 0106 14 301114
N H Lawes* 985 - - 985 $16p 0106 14 301114

*Or at date of resignation

Given the nature of the scheme as a three year fixed term contract there were no options exercised and there
were no realised gains durning the year (2012 £nil)

Enterpnse Management Incentive Scheme (EMI)

The Brooks Macdonald Group Enterpnse Management Incentive Scheme (EMI) was adopted by the
shareholders of the Company on 11 February 2005

Options granted can be exarcised if there has been an increase in the diuted earnings per share of the Company
of at least 2% per annum more than the increase in the RP1 over the penod of three financial years starting with
the financial year in which the date of grant falls and ending with the financial year in which the third anniversary
of the date of grant falls

Options may not normally be exercised before the third anniversary of the date of the grant and expire cn the
tenth anniversary of the grant

15




BROOKS MACDONALD GROUP PLC ANNUAL REPORT & ACCOUNTS 2013

Board Committees Report

Remuneration Committee (continued)

Enterprise Management Incentive Scheme (EMI") (continued)

The details of the grants under the scheme to directors are shown below

At 30 Awarded Exercised At 30 Earliest
June tn the n the June Exercise exercise Expiry
2012 year year 2013+ pnice date date
C A J Macdonald 17,500 - (17,500) - 290 5p 17 10 10 311017
N | Holmes 15,000 - - 15,000 155 5p 011108 011115
4,500 - - 4,500 215 0p 18 10 09 1710 16
6,000 - - 8,000 280 5p 17 1010 311017
S J Jackson 17,000 - - 17,000 215 0p 181009 171016
12,500 - - 12,500 290 5p 17 1010 311017
R H Spencer 12,500 - {12,500} - 280 5p 17 1010 311017
JM Gumpel* 10,000 - - 10,000 155 5p 011108 011115
12,500 - - 12,500 290 Sp 17 1010 311017
N H Lawes” 12,500 - - 12,500 290 5p 17 1010 311017

*Or at date of resignation

The aggregate gain during the year from the exercise of the above EMI share options was £301,000 (2012
£326,000) The Company's share price at the exercise date was £12 805 (2012 range of £12 33 to £13 25)

A W Shepherd held nc EMI share options at either the beginning or the end of the year

C R Hams, C J Knight, S P Wombwell and D Seymour-Willams held no EMI share options or Phantom Share
Option awards at esther the beginning or the end of the year or at the date of their appontment

Under the rules of the scheme, C R Hams, C J Knight and D Seymour-Willlams were not eligible to participate in
the Sharesave Scheme and therefore held no options at either the beginning or the end of the year or at the date
of their appointment

The average share price dunng the year was £13 27 (2012 £11 99) Detalls of the share option schemes are
provided 1n note 19 and note 24 to the consolidated financial statements The market price at the end of the year
was £14 35 (2012 £11 50) and the highest and lowest pnce dunng the year was £14 96 (2012 £13 65) and
£11 35 (2012 £9 28) respectively

Company Share Option Plan ({CSOP")

Following discussions regarding remuneration structures and incentives schemes for senior employees and
directors the Company has decided to set up a CSOP, subject to approval from HMRC and by shareholders at
the forthcoming Annual General Meeting

The proposed scheme 15 a discretionary scheme whereby employees or directors are granted an option to
purchase the Company's shares in the future at a pnce set on the date of the grant The maximum award under
the terms of the scheme Is a total market value of £30,000 There will be performance conditions attaching to the
scheme similar to those In place for the EM| Scheme above whereby there must be an increase In the diluted
earnings per share of the Company of 2% more than the increase in the RPI over the three years starting with the
financial year in which the option is granted
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Board Committees Report

Remuneration Committee (continued)

Company Share Option Plan ('CSCP") (continued)

Subject to both of the above approvals for the scheme the following grants have been made to the directors as
detaled below The number of shares and the option price will be determined based on the share price at the
award date which will be 1n October 2013

At Awarded Exercised At

30 June in the In the 30 June

2012 year year 2013

£ £ £ £

N | Holmes - 30,000 - 30,000
S J Jackson - 30,000 - 30,000
A W Shepherd - 30,000 - 30,000
S P Wombwell - 30,000 - 30,000
Total - 120,000 - 120,000

Dilution

Not more than 15% of the 1ssued ordinary share capital of the Company (adjusted for bonus and nghts 1ssues)
will be 1ssued for all EMI and share incentive schemes operated by the Company in any ten year roling penod
The Company satisfies the various equity-based schemes it operates using a combinabon of market purchased,
newly 1ssued and treasury shares

Pension arrangements

Following a satisfactory completion of a prabationary penod all employees are offered the opportunity to become
members of a group defined contribution plan established with Legal & General In the case of certain directors
and senior employees the Group contnbutes to their personal pension arrangements

Service contracts for executive directors

The Company has service contracts with its executive directors with a notice penod of 12 months and it 1s
company poficy that such contracts should not normally contain penods of more than 12 months

External appointments

Executive directors are encouraged to take on external appointments as non-executive directors but are
discouraged from taking more that one other position given the time commitment Pnior approval of any new
appointment 1s required by the Board with any fees in excess of £10,000 per annum paud to the Company
Advisers to the Remuneration Committee

During the year the Remuneration Committee have employed professional advisers to assist with the implications

of the FCA Remuneration Code and to provide industry specific comparative information regarding compensation
and pay packages
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Board Committees Report

Remuneration Committee (continued)

Non-executive directors

Non-executive directors do not have contracts of employment but as with cther directors are now required to
stand for re-election The executive directors are responsible for determining the fees of the non-executive

directors who do not receive pension or other benefits from the Group and do not participate in any Group
incentive schemes
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Report of the Directors

The directors present herewith their annual report, together with the audited financial staterments of the Group for
the year ended 30 June 2013

Principal activities and business review

A review of the Group's activiies and future developments, including the financial performance dunng the year,
key performance indicators and a description of the prnincipal nsks and uncertainties facing the group, 1s included
within the Group Overview, the Chairman's Statement, the Chief Executive’'s Review, the Business Review and
the Beard Committees Repont, which form part of the Report of the Directors

Results and dividends

The profit before taxation for the year ended 30 June 2013 was £10,398,000 (2012 £8,520,000) and the profit
after taxation was £8,030,000 (2012 £6,256,000)

The Company paid an intenm dividend durng the year of 6 5p (2012 6 Op) The directors recommend a finai
dividend of 16 Op per share (2012 12 5p) This results in total dividends for the year of 22 5p (2012 18 5p) per
ordinary share These dividends amount to a total distnibution to shareholders of £2,938,000 (2012 £2,007,000)

Directors and their interests

Those who served as directors of the Company at any time dunng the year and thetr beneficial interests in the
share capital of the Company at the beginming and end of the year were as follows

At 30 June 2013 At 30 June 2012
Number of shares Number of shares

Chairman

C J Kmight 71,585 71,585
Executives

C A J Macdonald 827,889 808,103
N | Holmes 40,510 47 624
S J Jackson 56,799 55,657
AW Shepherd 51,165 49,261
R H Spencer 773,353 758,853
S P Wombwell 88,204 88,204
J M Gumpel* 640,174 640,174
N H Lawes* 37,057 37,057
Non-executives

C R Harns 6,086 4,944
D Seymour-Wilhams 5,000 4,000

* Or at date of resignation

Details of share options held by the directors at the beginning and the end of the year can be found within the
Remuneration Committee report on pages 11to 18

Retirement and re-appointment of directors

Chnistopher Knight, Christopher Macdonald and Colin Harnis will retire by rotation at the Annual General Meeting
and are eligible to nominate themselves for re-election
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Directors’ indemnities

The Company has made qualfying third party indemmity provisions for the benefit of its directors and these
remain in force at the date of the report

Employment policies

Employees are encouraged to identify and become involved with the financial perfermance of the Group and are
rewarded by mvolvement in profit shanng arrangements Employees also have the opportunity to participate in
the Group's share incentive plans

The Group considers that communication with cur employees 1s very important and indeed wital for the success
of the Group Employees are informed of important 1ssues by electronic mail and seminars

The Group considers that regular traning 1s extremely important This 1s achieved by the provision of in-house
and external training courses and the traiming team provide a number of continuing professional development
activities All staff are encouraged to report their specific training needs to their ine managers

The Group operates a graduate traiming scheme in respect of its trainee investment fund managers and financial
planning consultants

The group 15 an equal opportuniies employer All job applicants and employees are treated fairly and on ment,
regardless of therr race, gender, mantal status, age, disability, religious belief or sexual onentation Applications
from disabled persons are always considered and where employees become disabled efforts are made to
continue ther employment within the group by providing training and the supply of equipment (f necessary so that
they are able to continue therr role

All staff have the ophon to take an interest free annual season ticket loan To retain the Group's employees and
to improve staff moral, the Group recogrnises the need for employees to have an appropnate work-ife balance

Long serving employees are entitied to additional annual leave dependent on their iength of service

Employees who have been with the Group for more than one year are encouraged to join the Group's pension
scheme

Substantial sharehcidings

As at 31 August 2013, the Company had received notification of substantial interests in its shares of 3% or more
as follows

Number of shares Percentage

holding

Liontrust Asset Management 2,017,447 15 1%
Artemis Investment Management 1,257,331 9 42%
C A J Macdonald 827,889 6 20%
Hargreave Hale 784,942 588%
Standard Life Investments 780,640 5 85%
R H Spencer 773,353 5 79%
Kames Capital 683,030 512%
J M Gumpel 642,460 4 81%
Spearpoint Holdings 428,227 321%
invesco Asset Management 412,414 3 09%
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Political and chantable donations
No conlabutions were made for political purposes dunng the year (2012 £nil)

During the year, the group made contnbutions of £20,000 (2012 £15,000) to the Brooks Macdonald Foundation,
which 1s administered by the Chanties Aid Foundation (CAF) Staff are encouraged to donate to chanty in a tax
efficient manner through the Give As You Earn (GAYE) payroll giving scheme

The objective of the Foundation is to make chantable donations and support community activities, as suggested
by employees, as well as 1o support employees’ participation in a wide range of activities involving both local and
international chanties

Payment policy

The Group does not apply a specific payment code The payment of suppliers’ invoices 1s made in accordance
with the terms agreed with indwidual suppliers subject to the resolution of any disagreement regarding the
supply In the majority of cases, the terms agreed with suppliers are for payment within 3¢ days of their invoice
date At the year end, trade payables for the Group represented, on average, 37 days (2012 39 days) of credit
based on the Group's annual purchases

Events since the end of the year

Details of events after the reporting date are set out In note 32 to the consolidated financial stalements

Independent Auditors

The Audit Committee has recommended to the Board of Directors that the ncumbent auditor,
PricewaterhouseCoopers LLP, be reappointed PricewaterhouseCoopers LLP have expressed their willingness to
continue In office as auditor and a resolution to reappoint them as auditor will be proposed at the forthcoming
Annual General Meeting

Each of the direclors in office at the date of signing this repont confirms that, so far as they are aware, there 1s no
relevant audit information of which the Company's auditor 1s unaware Each director has taken all reasonable
steps that he or she ought to have taken as a director in order to make him or herself aware of any relevant audit
information and to establish that the Company’s auditor 1s aware of that information

Annual General Meeting

The 2013 Annual General Meeting will be hetd on 17 Oclober 2013 at 111 Park Street, London, WiK 7JL The
notice of the meeting 1s on pages 76 to 86 with details of the resolutions proposed and explanatory notes

i:hﬂ?f the Board of Directors,

S J Jackson
Finance Director

10 September 2013
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Statement of Directors' Responsibilities

The directors are responsible for prepanng the Annual Report and the financial statements in accordance with
apphcable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have prepared the group financial statements 1in accordance with International Financial Reporting
Standards (IFRSs) as adopted by the European Union, and the parent company financial statements in
accordance with Umited Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting
Standards and applicable law) Under company law the directors must not approve the financial statements
unless they are satisfied that they gwe a true and fair view 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 IFRSs as adopted by the Eurcpean Union and applicable UK Accounting Standards have
been followed, subject to any materal departures disclosed and explained in the group and parent
company financial statements respectively,

+ prepare the financial statements on the going concem basis unless 1t 1s inapproprate 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 time the financial positon of the Company
and enable them to ensure that the financial statements comply with the Compantes Act 2006 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 irregularties

The directors are responsible for the maintenance and integnity of the Group's website Legislation in the United

Kingdom governing the preparation and dissemination of financial statements may differ from legislation in other
junsdictions
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Independent Auditors’ Report to the Members of Brooks Macdonald Group plc

We have audited the group financial statements of Brooks Macdonald Group plc for the year ended 30 June 2013
which comprise the Consohdated Statement of Comprehensive Income, the Consolidated Statement of Financial
Position, the Consolidated Statement of Changes in Equity, the Consoldated Statement of Cash Flows and the
related notes The financial reporting framework that has been applied in their preparation 1s applicable law and
International Financial Reporting Standards (IFRSs) as adopted by the European Union

Respective responsibilities of directors and auditors

As explained more fully in the Statement of Directors’ Responsibilities set out on page 22, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and far
view Our responsibility 1s to audit and express an opinion on the financial statements in accordance with
applicable law and International Standards on Auditing {UK and Ireland) Those standards require us to comply
with the Auditing Practices Board's Ethical Standards for Auditors

This report, 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 do not, in giving
these opinions, accept or assume responsibility for any other purpose or to any other person to whom this report
1 shown or into whose hands It may come save where expressly agreed by our prior consent in writing

Scope of the audit of the financial statements

An audit involves obtaiming evidence about the amounts and disclosures In the financial statements sufficient to
give reasonable assurance that the financial statements are free from material misstatement, whether caused by
fraud or error This includes an assessment of whether the accounting policies are appropnate to the Group's
circumstances and have been consistently applied and adequately disclosed, the reasonableness of significant
accounting estimates made by the directors, and the overall presentation of the financial statements In addition,
we read all the financial and non-financial information In the Annual Report & Accounts to identfy maternal
inconsistencies with the audited financial statements If we become aware of any apparent matenal
misstatements or snconsistencies we consider the implications for our report

Opinion on financial statements
In our opinion the group financial statements
e qwve atrue and farr view of the state of the Group's affairs as at 30 June 2013 and of its profit and cash
flows for the year then ended,
s have been properly prepared in accordance with IFRSs as adopted by the European Union, and
« have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opmnion the information given in the Report of the Directors for the financial year for which the group
financial statements are prepared 15 consistent with the group financial statements

Matters on which we are required to report by exception

We have nothing 1o report in respect of the following matters where the Companies Act 2006 requires us to report
to you if, In our opinion

« certain disclosures of directors’ remuneration specified by law are not made, or
s we have not received all the information and explanations we require for our audit
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Other matter

We have reported separately on the parent company financial statements of Brooks Macdonald Group plc for the
year ended 30 June 2013

Mo Hee

Marcus Hine (Sentor Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

London
10 September 2013
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Note 2013 2012
£'000 £'000

Revenue 4 63,159 53,288
Administrative costs (52,661) (44,886)
Operating profit 5 10,498 8,402
Analysed as
Qperating profit before exceptional items 11,545 8,402
Costs of acquinng subsidiary companies 5 (1,047) -
Operating profit after exceptional items 10,498 8,402
Finance income 7 179 166
Finance costs 7 (279) (48}
Profit before tax 10,398 8,520
Analysed as
Profit before tax and exceptional items 11,445 8,520
Costs of acquining subsidiary companies 5 {1,047} -
Profit before tax 10,398 8,520
Taxation B (2,368) {2,264)
Profit for the year attrnibutable to owners of the
parent 8,030 6,256
Other comprehensive income
Revaluation of available for sale financial assets 13 (9) 27
Total comprehensive income for the year net of tax
attributable to owners of the parent 8,021 6,283
Earmings per share*
Basic 25 65 76p 57 43p
Diluted 25 65 16p 56 58p

*Gomparative amounts have been restated to reflect the impact of new shares ssued

The accompanying notes on pages 29 to 66 form an integral part of the consolidated financial statements
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Consohdated Statement of Financial Position
as at 30 June 2013

Note 2013 2012
£'000 £'000

Assets
Non-current assets
Intangible assets 1" 44 624 10,432
Propenrty, plant and equipment 12 2,421 2,367
Avallable for sale financial assets 13 1,582 1,657
Deferred tax assets 14 858 668
Total non-current assets 49,485 15,124
Current assets
Trade and other receivables 15 17,773 12,780
Cash and cash equivalents 16 18,440 13,489
Total current assets 36,213 26,269
Total assets 85,698 41,393
Liabilities
Non-current habilities
Deferred consideration 17 (5,804) (859)
Deferred tax liabiities 14 (4,498) (693)
Cther non-current labilities 18 {125) (418)
Total non-current habihties {10,427) (2,070)
Current labilities
Trade and other payables 19 (13,779) (13,845)
Current tax labihties (1,149) 79)
Provisions 20 (2,783) (1,689)
Total current habilities (17,711) (15,613)
Net assets 57,560 23,710
Equity
Share capital 22 133 109
Share premium account 22 31,868 4,423
Other reserves 23 3,952 2,988
Retamned earnings 23 21,607 16,190
Total equity 57,560 23,710

The consolidated financial statements were approved by the Board of Directors and authorised for 1ssue on 10
September 2013, signed on their behalf by

C A J Macdanald \/__{\—) S J Jackson : \l
Chief Executive % Finance Drirector AR~

Company registration number 4402058

The accompanying notes on pages 29 to 66 form an integral part of the consohdated financial statements
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Consohdated Statement of Changes in Equity
for the year ended 30 June 2013

Share
Share premium Other Retained
capital account reserves earnings Total
£'000 £'000 £'000 £'000 £'000
Balance at 1 July 2011 108 4,125 2,563 12,255 19,051

Comprehensive income
Profit for the year - - - 6,256 6,256
Other comprehensive income

Revaluation of availlable for sale

financial asset - - 27 - 27
Total comprehensive income - - 27 6,256 6,283
Transactions with owners
issue of ordinary shares 1 298 - - 299
Share-based payments - - 702 - 702
Share-based payments transfer - - (188) 188 -
Purchase of own shares by employee
benefit trust - - - (785} (785)
Deferred tax on share options - - (116) - (116)
Dividends paid (note 10) - - - (1.724) (1,724)
Total transactions with owners 1 298 398 {2,321) (1,624)
Balance at 30 June 2012 109 4,423 2,988 16,190 23,710

Comprehensive Income
Profit for the year - - - 8,030 8,030
Other comprehensive income

Revaluation of available for sale

financial asset - - (9) - (9)

Total comprehensive income - - (9) 8,030 8,021

Transactions with owners

Issue of ordinary shares 24 27,445 - - 27,469

Share-based payments - - 1,111 - 1,111

Share-based payments transfer - - (350) 350 -

Purchase of own shares by employee

benefit trust - - - (779) (779)
Deferred tax on share options - - 212 - 212

Dividends paid (note 10} - - - (2,184) (2,184)
Total transactions with owners 24 27,445 973 (2,613) 25,829

Balance at 30 June 2013 133 31,868 3,952 21,607 57,560

The accompanying notes on pages 29 to 66 form an integral part of the consolidated financial statements
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Consolidated Statement of Cash Flows
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Note

Cash flow from operating activities

Cash generated from operations 21
Taxation paid

Net cash generated from operating activities

Cash flows from investing activities

Purchase of property, plant and equipment

Purchase of intangible assets

Purchase of available for sale financia! assets

Acquisition of subsidiary companies, net of cash acquired 9
Interest received

Proceeds of sale of property, plant and equipment

Proceeds of sale of intangible assets

Proceeds of sale of avallable for sale financial assets

Net cash used in investing activities

Cash flows from financing activities

Proceeds of issue of shares

Purchase of own shares by employee benefit trust
Dmdends paid to shareholders

Net cash generated from / {used in} financing activities

Net increase / (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year 16

ANNUAL REPORT & ACCOUNTS 2013

2013 2012
£'000 £000
9,518 3,571

{1,661) (1,460)
7,857 2111
(863) (1,215)
617 (2,113)
- (63)
(20,757) -
179 168
- 6
32 -
63 -
{21,963) (3,219)
22,020 298
{779) (785)
(2,184) (1,724)
19,057 (2,241)
4,951 (3,319)
13,489 16,808
18,440 13,489

The accompanying notes on pages 29 to 66 form an integral part of the consolidated financial statements
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Notes to the Consolidated Financial Statements

General information

Brooks Macdonald Group plc ('the Company”) 1s the parent company of a group of companies (‘the Group'),
which offers a range of investment management services and related professional advice to prnivate high net
worth individuals, charties, and trusts The Group also provides financia! planning as weil as offshore fund
management and administration services and acts as fund manager o regulated OEICs, providing specialist
funds in the property and structured return sectors and managing property assets on behalf of these funds and
other clients

The Company 15 a public imited company, incorporated and domiciled in the United Kingdom under the
Companies Act 2006 and listed on AIM The address of its registered office 1s 111 Park Street, London, W1K
7JL

Principal accounting policies

The general accounting policies applied in the preparation of these financial statements are set out below These
palicies have been applied consistently to all years presented, unless otherwise stated

a) Basis of preparation

The Group's consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards as adopted by the European Union, IFRIC interpretations, and the Companies Act 2006
applicable to companies reporting under IFRS The financial statements have been prepared on the histoncal
cost basis, except for the revaluation of avatlable for sale financial assets such that they are measured at therr
farr value

At the time of approving the financial statements, the directors have a reasonable expectation that the
Company and the Group have adequate resources to continue in operational existence for the foreseeable
future Accordingly, they continue to adopt the going concern basis in preparnng the financial statements

b} Basis of consolhidation

The Group's financial statements comprise a consolidation of the financial statements of the parent company
(Brooks Macdonald Group plc) and its subsidiaries The underlying financial statements of the subsidianes
are prepared for the same reporting year as the parent company, using consisten! accounting policies
Subsidiaries are all entities controlled by the Company, deemed to exist where the Company has the power
to govern the financial and operating policies of an entity so as to obtain benefits from its activites The
financial statements of the subsidiaries are included from the date on which centrol 1s transferred to the Group
to the date that control ceases

All intercompany transactions and balances between group companies are eliminated on consolidation

¢} Changes in accounting policies

The Group's accounting policies applied to these financial statements are consistent with those disclosed
within the financial statements for the year ended 30 June 2012, except as described below

New slandards, amendments and interpretations affecting the reported results of the Group

In the current year no new standards, amendments or interpretations adopted by the Group have had a
matenal effect on the amounts reported in these financial statements
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2 Principal accounting policies (continued)

c)

d)

Changes in accounting policies {continued)

New standards, amendments and interpretations not affecting the reported results of the Group

The following standards, amendments and interpretations have been adopted in the current penod Therr
adoption has not had a significant impact on the amounts reperted in these financial statements but may
impact the accounting for future transactions and arrangements

Amendment to IAS 1 ‘Financial statement presentation regarding other comprehensive income’ (effective for
annual penods beginning on or after 1 July 2012)

New standards, amendments and interpretations not yet effective

A number of new standards, amendments and interpretations have been i1ssued, which are effective for
annual and intenm penods beginning after 1 July 2012 and have therefore not been applied in prepanng
these financial statements

Standard, Amendment or Interpretation Effective date

Amendment to IFRS 1 ‘First-time Adoption of IFRS’ 1 January 2013
Amendment to IFRS 7 ‘Financial instruments Disclosures’ 1 January 2013
Amendment to IAS 19 ‘Employee Benefits’ 1 January 2013
IFRS 10 'Consolidated Financial Statements’ 1 January 2014
IFRS 11 ‘Joint Arrangements’ 1 January 2014
IFRS 12 'Disclosures of Interests in Other Entities’ 1 January 2014
IFRS 13 'Farr Value Measurement’ 1 January 2013
IAS 27 (revised 2011) ‘Separate Financial Statements’ 1 January 2014
IAS 28 (revised 2011) 'Associates and Joint Ventures’ 1 January 2014
Amendment to IAS 32 'Financial instruments Presentation’ 1 January 2014
IFRS 9 ‘Financial Instruments Classification and Measurement’ 1 January 2015

These changes are currently being assessed but none are expected to have a significant impact on the
Group's future financial statements

Cnitical accounting estimates and judgements

The preparation of financial information requires the use of assumptions, estimates and judgements about
future condiions Use of currently available information and application of judgement are inherent in the
formation of estimates Actual results i the future may differ from those reported In this regard, management
believes that the accounting policies where judgement 1s necessarily applied are those that relate to the
measurement of intangible assets, deferred consideration, the estmation of the farr value of share-based
payments and client compensation provisions

The underlying assumptions made are reviewed on an ongoing basis Revisions o accounting estimates are
recogrised in the penod in which the estimate I1s revised only If the revision affects both current and future

penods

Further informatton about key assumptions and sources of estimation uncertainty are set out below
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Principal accounting policies {continued)

d) Cntical accounting estimates and judgements (continued)

e)

Intangible assets

The Group has acquired chent relationships and new teams of fund managers as descnbed in note $ and
note 11 and n assessing the fair value of those assets the Group has estimated their finite life based on
information about existing client relationships Contracts acquired with fund managers and acquired chent
relationship contracts are amortised on a straight ine basts over five to twenty years

Goodwill recognised as part of a business combination 1s reviewed annually for imparment, or when a
change In circumstances indicales that it might be impaired The recoverable amounts of cash generating

units are determined based on value in use calculations, which require the use of estmates (note 11}

Deferred consideration

As described in note 17, the Group has a deferred consideraticn balance in respect of the acquisition of client
relationship contracts from Clarke Willmott LLP in October 2011, the acquisition of JPAM Limited in July 2012
and the acquisition of Brooks Macdonald Asset Management (International) Limited and Brooks Macdonald
Retirement Services (International) Limited in November 2012 Deferred consideration 1s recognised at its fair
value, being an estimate of the amount that will ultimately be payable in future peniods This has been
calculated allowing for estimated growth in the acquired funds, discounted by the cost of capital The Group
considers that potential changes to these assumphtons would not result in a matenal change in the farr value
of the deferred consideration

Share-based payments

The Group operates various share-based payment schemes in respect of services received from cerfain
employees Esumating the far value of these share-based payments requires the Group to apply an
appropnrate valuation model and determine the inputs to that model (notes 19 and 24) The charge to the
Consolidated Statement of Comprehensive Income 1n respect of share-based payments I1s calculated using
assumptions about the number of eligible employees that will leave the Group and the number of employees
that will satisfy the relevant performance conditions These estimates are reviewed regularly

Provisions

In the ordinary course of business, the Group may receive complaints from clients in relation to the services
provided Complaints are assessed on a case-by-case hasis and provisions are made where It I1s judged to be
likely that compensation will be paid

Exceptional items

Exceptional items are disclosed and descrnibed separately in the financial statements where 1t 1s necessary to
do so to provide further understanding of the underlying financial performance of the Group These Iinclude
matenal items of income or expense that are shown separately due to the signfficance of their nature or
amount

Business combinations
Business combinations are accounted for using the acquisition method The cost of an acquisition 1s
measured at the fair value of the aggregate amount of the consideration transferred at the acquisiion date,

imespective of the exient of any minonty inlerest Acquisiion costs are charged to the Consolidated
Statement of Comprehensive Income in the year of acquisihion
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Principal accounting policies (continued)

f)

g)

Business combinations (continued)

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropnate
classification and designaton in accordance with the contractual terms, economic crrcumstances and
pertinent conditions at the acquisition date If the business combination 1s achieved in stages, the fair value of
the Groups’ previously held equity interest 1s re-measured at the acquisiton date and the difference 1s
credited or charged to the Consolidated Statement of Comprehensive income Identifiable assets and
habilities assumed on acquisition are recogrused in the Consolidated Statement of Financial Position at their
far value at the date of acquisition

Any contingent consideration to be paid by the Group to the vendor 1s recognised at its fair value at the
acquisthon date Subsequent changes to the farr value of contingent consideration are recogrised in
accordance with IAS 39 either in the Consolidated Statement of Comprehensive Income

Goodwill 1s imbially measured at cost, being the excess of the consideration transferred over the acquired
company's net identifiable assets acquired and labilities assumed If the consideration i1s lower than fair value
of the net assets acquired, the difference 15 recognised as a gan on a bargain purchase in the Consolidated
Statement of Comprehensive Income

Impairment

Goodwill and other intangible assets with an indefinite life are tested annually for impawrment For the
purposes of impairment testing, goodwll acquired In a business combination 1s allocated to each of the
Group’s cash generating units that are expected to benefit from the combination, irrespective of whether other
assets or hiabiiies of the acguisiion are assigned to those units The carrying amount of each cash
generating unit 1s compared to its recoverable amount, which s determined using a discounted future cash
flow model

Where goodwill forms part of a cash-generating unit and part of the operation wthin that unt 1s disposed of,
the goodwill associated with the operatton disposed of 1s included in the carrying amount of the operation
when determining the gain or loss on disposal of the operation Goodwill disposed of in this circumstance 1s
measured based on the relative values of the operation disposed of and the portion of the cash generating
unit retained

Fees, commissions and interest

Portfolio management and other advisory and custody services are billed in arrears but are recognised over
the period the service 1s provided Fees are calculated on the basis of a percenlage of the value of the
portfolio over the penod Dealing charges are levied at the time a deal Is placed for a chent Fees are only
recognised when the fee amount can be estimated rehably and it 1s probable that the fee will be recewvabte
Amounts are shown net of rebates paid to significant investers

Financial consulting fees are charged to clients using an hourly rate or by a fixed fee arrangement and are
recognised over the penod the service is provided Comnussions receivable and payable are accounted for in
the penod in which they are earned

Where amounts due are conditional on the successful completion of fund raising for investment vehicles,
revenue 1s recognised where, in the opimon of the directors, there 1s reasonable certainty that sufficient funds
have been raised to enable the successful operation of that investment vehicle Amounts due on an annual
basis for the management of third party investment vehicles are recognised on a time apportioned basis

Interest recewable s recognised on an accruals basis
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Prnincipal accounting policies {continued)

h) Cash and cash equivalents

)

k)

Cash compnses cash in hand and call deposits held with banks Cash equivalents compnse short-term,
highly iquid investments, with a matunty of less than three months from the date of acquisition

Share-based payments

Equity settled schemes

The Group engages in equity settfed share-based payment transactions i respect of services received from
certain employees The farr value of the services recewved 1s measured by reference to the fair value of the
shares or share options on the grant date This cost i1s then recognised in the Consolidated Statement of
Comprehensive Income over the vesting penod, with a correspending credit to equity

The farr value of the options granted 1s determined using option pncing models, which take into account the
exercise prnce of the option, the current share price, the nsk free rate of interest, the expected volatility of the
Company's share price over the life of the award and other relevant factors

Cash settled schemes

The Group engages In cash settled share-based payment transactions In respect of services received from
certain employees On the grant date, the hability 1s measured at its fair value The liability 1s subsequently re-
measured at the end of each reporting penod and on the date of settlement, with any changes in fair value
recognised in the Consolidated Statement of Comprehensive Income The cost of the services received from
the employee in respect of this scheme 1s recogrised In the Consolidated Statement of Comprehensive
Income with a corresponding credit to accruals

Segmental reporting

The Group determines and presents operating segments based on the information that 1s provided internally
to the Group Board of Directors, which 1s the Group's chief operating decision maker

Fiduciary activities

The Group commonly acts as trustee and in other fiduciary capacities that result in the holding or placing of
assets on behalf of individuals, trusts, retrement benefit plans and other institutions These assets and
income arising thereon are excluded from these financial statements, as they are not assets of the Group

The Group holds money on behalf of some chents in accordance with the chent money rules of the Financial
Conduct Authority Such monies and the corresponding hability to chents are not included within the
Consolidated Statement of Financial Position as the Group 1s not beneficially entitled thereto

Property, plant and equipment

Ali property, plant and equipment 1s included in the Consolidated Statement of Financial Position at histoncal

cost less accumulated depreciation and impairment Costs include the onginal purchase cost of the asset and
the costs attnibutable to bringing the asset into a working condition for its intended use
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Principal accounting policies (continued)

)

Property, plant and equipment (continued)

Proviston 1s made for depreciation to wnite off the cost less estimated residual value of each asset, using a
straight ine method, over its expected useful life as follows

Fixtures and fitings - 3to 6 67 years
Equipment - 5 years

Leasehold improvements - over the term of the lease
Motor vehicles - 4 years

The assets’ residual values and useful economic lives are reviewed, and adjusted if appropnate, at the end of
each reporting pernod Gains and losses ansing on disposal are deterrined by companng the proceeds with
the carrying amount These are included in the Consolidated Statement of Comprehensive Income

m) Intangible assets

n)

Amortisation of intangible assets 1s charged to administrative expenses in the Consolidated Statement of
Comprehensive Income on a straight ine basis over the estimated useful ives of the assets (four to fifteen
years)

Acquired chent relaticnship contracts and contracts acquired with fund managers

Intangible assets are recognised where clent relationship contracts are either separately acquired or acquired
with investment managers These are mitially recognised at cost and are subsequently amortised on a
straight line basis over therr estimated useful economic ife Separately acquired client relationship contracts
are amortsed over 15 years and those acquired with investment managers over § years Both types of
intangible asset are reviewed annually to determine whether an indicator of mpairment exists

Computer software

Computer software costs are amortised on a straight line basis over an estimated useful life of four years
Goodwilt

Goodwill ansing as part of a business combinaticn 1s initially measured at cost, being the excess of the far
value of the consideraticn transferred over the Group's interest in the net far value of the separately
identifiable assets, labtlities and contingent llabilities of the subsidiary at date of acquisition In accordance
with IFRS 3 Business combinations, goodwill 1s not amortised but s reviewed annually for impairment and 1s
therefore stated at cost less any provision for impairment of value Any impairment s recognised immediately
in the Consolidated Statement of Comprehensive Income and 1s not subsequently reversed Gains and losses
on the disposal of an entity include the carrying amount of goodwill relating to the entity sold On acquisition,
any goodwill acquired 1s allocated to cash generating units for the purposes of imparment testing If the cost
of the acquisition 1s less than the fair value of the net assets of the subsidiary acquired, the difference ts
recognised directly in the Consclidated Statement of Comprehensive Income

Financial assets
The Group classifies financial assets in the following categones available for sale, held to matunty, and loans

and recewvables The classification 1s determined by management on imitial recognition of the financial asset,
which depends on the purpose for which it was acquired

34




BROOKS MACDONALD GROUP PLC ANNUAL REPORT & ACCOUNTS 2013

Notes to the Consolidated Financial Statements

Principal accounting policies {continued)
n) Financial assets (continued)
Loans and receivables

Loans and receivables are non-denvative assets with fixed or determinable payments that are not quoted In
an active market They are included n current assets except where they have maturities of more than 12
months after the end of the reporting penod, in which case they are classified as non-current assets The
Group's loans and receivables are recognised within 'trade and other receivables’

Available for sale

Avallable for sale financial assets are non-denvatives that are either specifically designated in this category or
are not classified in any of the other categones They are included in non-curent assets unless the
investment matures or management iniends to dispose of it wathin 12 months of the end of the reporting
period Availlable for sale financial assets are imtially recognised at fair value and are subsequently revalued
based on the current bid prices of the asset as quoted in active markets

Held-to-matunty

Held-to-matunty financial assets are non-denvative financial assets with fixed or determinate payments and
fixed maturiies that the Group’s management has the positive intention and ability to hold to matunty If the
Group were to seli anything other than an insigrificant amount of held-to-maturity financial assets, the whole
category would be tainted and reclassified as avalable for sale Held-to-matunty financial assets are
measured at amorised cost

o) Provisions

Provisions are recognised when the Group has a present obligation as a result of a past event, where it 1s
probable that it will result in an outflow of economic benefits and can be reiably estmated Prowvisions are
measured at the present value of the expenditures expected to be required to settle the obligation using a
pre-tax discount rate that reflects current market assessments of the time value of money and the nsks
specific to the obligation

Client compensation

Complaints are assessed on a case-by-case basis and prowisions for compensation are made where it 1s
Judged necessary

p)} Foreign currency translation

The Group's functionat and presentational currency 1s the Pound Stering Foreign currency transactions are
translated using the exchange rate prevailing at the transaction date At the reporting date, monetary assets
and liabilities that are denominated n foreign currencies are retranslated at the prevailing rates on that date
Foreign exchange gains and losses resulting from settlement of such transactions and from the translation of
peniod-end monetary assets and liabilities are recogrnised in the Consoldated Stalement of Comprehensive
Income

q) Retirement benefit costs

Contnbutions in respect of the Group's defined contnbution pension scheme are charged to the Consolidated
Statement of Comprehensive Income as they fall due
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Principal accounting policies (continued)

1)

s)

t)

u)

v

Taxation

Tax on the profit for the year compnses current and deferred tax Cuirent tax 1s the expected tax payable on
the taxable income for the year, using tax rates enacted or substantively enacted at the reporting date, and
any adjustment to tax payable in respect of previous years

Deferred tax 1s provided m full, using the hability method, on temporary differences ansing between the tax
bases of assets and liabilities and their carrying ameounis in the Group's financial statements Deferred tax
assets and habilities are measured at the tax rates that are expected to apply to the pernrod when the asset 1s
realised or the liability settled based on ax rates (and laws) that have been enacled or substantially enacted
at the reporting date

Deferred tax assets are only recognised to the extent that it 1s probable that future taxable profit will be
avallable against which the temporary differences can be utiised

Trade receivables

Trade recevables are imihally recognised and subsequently measured at the original nvoice amount less an
allowance for any amounts that are expected to be unccllectable Doubtful debts are provided for when the
collection of the full amount 1s nc longer probable, whilst bad debts are inmediately written off when
identified

Trade payables

Trade payables are obligations to pay for goods or services that have been acquired in the crdinary course of
business from suppliers These are classified as current habiliies if payment 1s due within 12 months or less
(or in the normal operating cycle of the business If longer) Otherwise, they are presented as non-current
habiliies in the Consolidated Staternent of Financial Position

Trade payables are initially recogrused at fair value and subsequently measured at amortised cost using the
effective interest method

Operating lease payments

Rent payments due under operating leases are charged to the Consolidated Statement of Comprehensive
Income on a straight ne basis over the term of the lease Where leases include lease incentives such as
rent-free pernods, the benefit of these incentives 1s recognised over the lease term as a reduction in the rental
expense

Financial instruments
The Group classifies financial instruments, or their component parts, on intial recognition as a financial asset,
a financial liabilty or an equity instrument in accordance with the substance of the contractual arrangement

Financial instruments are recogrused on the Consolidated Statement of Financial Position at fair value when
the Group becomes a party to the contractual provisions of the instrument
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Principal accounting policies (continued)

w)} Carned interest receivable

x)

y)

z)

The Group eams a performance fee, carried interest recevable, on funds 1t manages on behalf of its
investors Carned interest receivable I1s recognised where, at the reporting date, the performance cnitena have
been met based on the valuations of the funds Camed interest that has been earned, but 1s not yet due for
payment, 15 discounted to its present value This 1s included within current habilites n the Consolidated
Statement of Financial Position

Employee Benefit Trust (EBT')

The Company provides finance to an EBT to purchase the Company’s shares on the open market in order to
meet its obligation to provide shares when an employee exercises certain options or awards made under the
Group's share-based payment schemes The administration and finance costs connected with the EBT are
charged to the Consolidated Statement of Comprehensive Income The cost of the shares held by the EBT 1s
deducted from equity A transfer 15 made between other reserves and retained earnings over the vesting
periods of the related share options or awards to reflect the ulimate proceeds recewable from employees on
exercise The trustees have wawved their nghts to receive dvidends on the shares

The EBT i1s considered to be a Special Purpose Entity ('SPE") where the substance of the relationship
between the Group and the SPE indicates that the SPE 1s controlled by the Group In substance, the activities
of the trust are being conducted on behalf of the Group according to its specific business needs, in order to
obtain benefits from 1ts operation On this basis, the assets held by the trust are consolidated into the Group's
financial statements

Share capital

Ordinary share capital 1s classified as equity Incremental costs directly attnbutable to the issue of new
ordinary shares or options are shown in equity as a deduction, net of tax, from the proceeds

Where the parent company purchases the Company’s equity share capital (treasury shares) the consideration
paid, including any directly incremental costs (1 e net of Income taxes) 1s deducted from equity attnbutable to
the Company's equity holders until the shares are cancelled or reissued Where such ordinary shares are
subsequently reissued, any consideration received (net of any directly attnbutable incremental transaction
costs and the related income tax effects) i1s included within equity attnbutable to the Company's equity
holders

Diwidend distribution

The diwvidend distnbution 1o the Company's shareholders 1s recognised as a liability in the Group's financial
statements in the period in which the dividend 1s approved by the Company’s shareholders
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Segmental information

For management purposes the Group’s activiies are organised into three operating divisions nvestment
management (including the results of Brooks Macdonald (International) Limited, financial planning (including the
results of Brooks Macdonald Retirement Services {International) Limited) and fund and property management
The Group's other actvity, offenng nominee and custody services to clients, 1s included within investment
management These divisions are the basis on which the Group reports its primary segmental information

Revenues and expenses are allocated to the business segment that oniginated the transaction Revenues and
expenses that are not directly onginated by a particular business segment are reported as unallocated Sales
between segments are carned out at arm's length Centrally incurred expenses are allocated to business
segments on an appropnate pro-rata basis Segmental assets and habilities compnse operating assets and
habiities, being the majonty of the balance sheet

In accordance with iIFRS 8 *Operating Segments’, disclosures are required to reflect the information which the
Board uses mternally for evaluating the perfformance of its operating segments and allocaling resources to those
segments The information presented in this note follows the presentation for intemal reporting to the Group
Board of Directors

Fund and
Investment Financial Property
Management Planning Management Total
Year ended 30 June 2013 £'000 £'000 £000 £'000
Total segment revenues 55,5608 4,242 4,636 64,476
Inter segment revenues - (1,317) - (1,317)
External revenues 55,598 2,925 4,636 63,159
Segment result 14,764 332 (482) 14,614
Unallgcated items (4,216)
Profit before tax 10,398
Taxation (2,368)
Profit for the year 8,030
Fund and
Investment Financial Property
Management Planning Management Total
Year ended 30 June 2012 £'000 £'00C £'000 £'000
Total segment revenues 47,922 2,955 3,236 54,113
Inter segment revenues - (825) - (825)
External revenues 47 922 2,130 3,236 53,288
Segment result 10,255 67 (1,057) 9,265
Unallocated tems 745
Profit before tax 8,520
Taxation (2,264)
Profit for the year 6,256
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3 Segmental information (continued)
a) Geographic analysis

The Group's operations are located in the United Kingdom and the Channel Islands The following table
presents underlying operating income analysed by the geographical lecation of the Group entity prowiding the

service
2013 2012
£000 £'000
United Kingdom 56,533 53,288
Channel Islands 6,626 -
Total operating income 63,159 53,288

b) Major clients

The Group Is not reliant on any one client or group of connected chients for the generation of revenues

4 Revenue

2013 2012

£'000 £000

Fee income 59,4314 48,479

Francial services commission 3,728 4,809

Total revenue 63,159 53,288

5 Operating profit

Operating profit 1s stated after charging

2013 2012

£'000 £'000

Staff costs (note 6) 26,907 20,477

Acquisition costs (see below) 1,047 -

Auditors’ remuneration (see below) 282 206

Financial Services Compensation Scheme Levy (see below) 359 235

Depreciation (note 12) 863 734

Ameortisation (note 11) 1,865 530
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Operating profit (continued)

A more detailed analysis of auditors’ remuneration I1s provided below

2013 2012
£'000 £'000
Fees payable to the Company's auditor for the audit of the 44 32
consolidated group and parent company financial statements
Fees payable to the Company's auditor and its associates for
other services
— Audit of the Company's subsichanes pursuant to legislation 150 88
— Audit-related assurance services 22 23
- Tax advisory services 6 12
— Other assurance services 60 -
— Other advisory services - 51
Total auditors' remuneration 282 206

Acquisition costs

Administrative costs for the year ended 30 June 2013 include £1,047,000 of directly attnbutable acquisition costs
in 2013, compnsed of £30,000 in respect of the acquisition of JPAM Limited and £1,017,000 in respect of the
acquisition of Brooks Macdonald Asset Management {Intermnational} Limited and Brocks Macdonald Retirement
Services (International) Limited (note 9) (2012 £nil)

Financial Services Compensation Scheme levies

Administrative costs for the year ended 30 June 2013 include a charge of £359,000 for the Financial Services
Compensation Scheme ('FSCS") levy (2012 £235,000) Dunng the year, the Group received invoices totalling
£119,000 in respect of additional levies on previous scheme years An amount of £240,000 has also been
provided for the esttmated levy by the FSCS for the 2013/14 scheme year

Emplayee information

a) Staff costs

2013 2012

£'000 £'000
Wages and salanes 21,920 16,648
Social secunty costs 2,738 1,866
Cther pension costs 625 570
Share-based payments 1,624 1,393
Total staff costs 26,907 20,477

Pension costs relate entirely to a defined contnbution scheme
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Employee information {(continued)

b) Number of employees

c)

The average monthly number of employees during the year, inctuding directors, was as follows

Professional staff
Administrative staff
Total staff

Directors' emoluments

ANNUAL REPORT & ACCOUNTS 2013

Key management personnel comprise sclety of the Group Board of Directors

Salaries
Non-executive directors' fees
Benefits in kind

Pension contributions

Amounts receivable under long term incentive schemes
Gains on exercise of share opliens

Total directors' remuneration

Highest paid director

Remuneration and benefits in kind

Pension contnbutions

Amounts receivable under long term incentive schemes
Gains on exercise of share options

Total remuneration

2013 2012
156 99
207 185
363 284

2013 2012

£'000 £'000
2,238 2,794
133 126
19 22
2,390 2,942
79 208
278 2,974
301 326
3,048 6,450
517 486

. 32

64 68
176 378
757 964

Retirement benefits are accruing to six directors (2012 eight) under a defined contnbution pension scheme
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Finance income and finance costs

2013 2012
£000 £'000
Finan¢e income
Bank interest on deposits 177 163
Tax repayment supplement 2 3
Total finance income 179 166
Finance costs
Fimance cost of deferred consideration 279 48
Total finance costs 279 48
Taxation
The tax charge on profit on ordinary activities for the year is as follows
2013 2012
£°'000 £'000
UK Corporation Tax at 23 75% (2012 25 50%) 2,618 1,866
Under provision in prior years 424 6
Total current tax 3,042 1,872
Deferred tax (credit) / charge (674) 392
Income tax expense 2,368 2,264

Taxation for other junisdictions 1s calculated at the rates prevailing in the respective junsdictions

The tax on the Group's profit before tax differs from the theoretical amount that would anse using the time
apportioned tax rate applicabie to profits of the consolidated entities in the UK as follows

2013 2012
£'000 £'000

Profit on ordinary activities before tax 10,398 8,520
Profit on ordinary activities multiplied by the standard rate of tax 1n
the UK of 23 75% (2012 25 50%) 2,489 2,173
Tax effect of
— Lower tax rates in other countnes in which the Group operates (398) -
- Disallowable expenses 189 102
— Non-taxable income (260) (116)
— Tax losses utiised on which no deferred tax 1s previded (55} -
— Change in rate of Corporation Tax {1) 99
— Under provision in prior years 424 6
Tax charge for the year 2,368 2,264
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Taxation (continued)

The deferred tax credit of £674,000 (2012 charge of £392,000) represents a credit of £286,000 (2012 £414,000
charge) ansing from the share option reserve at the balance sheet date, a credit of £10,000 (2012 £22,000)
relating to accelerated capital allowances and a credit of £377,000 (2012 £nil) ansing from the amortisation of
acquired client relationship contracts

On 1 April 2013, the standard rate of Corporation Tax in the UK was reduced from 24% to 23% As a result the
effective rate of Corporation Tax applied to the taxable profit for the year ended 30 June 2013 15 23 75% (2012
25 50%)

In addition to the change In the rate of UK Corporation Tax disclosed above, a number of further changes to the
UK Corporation Tax system were anncunced in the March 2013 budget, proposing that the main rate of UK
Corporation Tax rate be reduced to 21% The rate will further reduce to 20% and will become unified with the
small companies rate from 1 Apnl 2015 At 30 June 2013 only part of this reduction, taking the rate to 23%, had
been substantively enacted Deferred tax assets and liabilities are calculated at the rate that 1s expected to be in
force when the temporary differences unwind, but imited to the extent that such rates have been substantively
enacted Consequently the tax rate used to determine the deferred tax assets and habilhies 1s 23% (2012 24%)

The tax charge relating to components of other comprehensive income 15 as follows

2013 2012

£'000 £'000

Revaluation of avaitable for sale investments {12) 33
Tax charge / (credit) on revaluation of available for sale

investments 3 (6}

Total other comprehensive income {9) 27

Business combinations

On 1 July 2012, the Group acquired the entire share capital of JPAM Limited (JPAM') JGHP Limited, a
subsidiary company of JPAM, has a portfolio of client relationships and offers financial advice to high net worth
individuals The company 15 a long standing professional introducer of private clients and their portfolios to the
Group The acguistion bought out the Group's continuing obligations to JPAM in advance of the retirement of the
principal

The total consideraticn of £5,240,000 was satisfied by cash on acquisition of £3,005,000 and contingent deferred
consideration for the balance of £2,235,000, due in three annual instalments and based on the value of the
discretionary funds under management retained at each instalment date The fair value of the llability has been
re-measured at the peniod end assuming that the value of the discretionary funds retained follows a similar
growth pattern to that experienced by the rest of the Group A range of final outcomes cannot be estimated as the
future vatue of the funds under management I1s dependent on several unpredictable vanables including client
retention and market movements

Drrectly attnbutable acquisition costs of £30,000 were incurred in the acquisition, which have been charged to the
Consohdated Statement of Comprehensive Income

The far value of the assets acqured are ihe gross contractual amounts and all are considered to be fully

recoverable The fair value of the identifiable assets and habilities acquired, at the date of acquisitton, are detalled
In (a) below
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Business combinations (continued)

On 19 November 2012, the Group acquired the entire share capital of Brooks Macdonald Asset Management
(International) Limited {'BMI') (formerly Spearpont Limited) and Brooks Macdonald Retrement Services
{International) Limited (BMRS") (formerly Spearpaint Retirement Services Limited), incorporated in Guernsey and
Jersey respectively BMI 1s an integrated wealth management business based in the Channel Islands with
discretionary and advisory funds and assets under management of £1 1 billon BMRS offers retirement planning
services 1o clients The acquisiion also added scale to the Group, as well as offshore capabihity and access to
the expanding international pensions market

The total consideration of £33,669,000 was satisfied by cash of £21,478,000, the 1ssue of 418,627 new shares In
Brooks Macdonald Group plc with a value of £5,450,000 and a contingent deferred balance of £6,741,000,
payable in two instalments in March 2013 and November 2014 and based on the future value of the discretionary
funds under management acquired The far value of the hiability has been re-measured at the pernod end
assurning that the value of the discretionary funds retained follows a similar growth patiern to that expenenced by
the rest of the Group A range of final outcomes cannot be estimated as the future value of the funds under
management 1s dependent on several unpredictable vanables including client retention and market movements

Directly attnbutable acquisiion costs of £1,017,000 were incurred in the acquisiion, which have been charged to
the Consohdated Statement of Comprehensive Income

Goodwill of £17,208,000 was recogmsed on acquisition n respect of expected synergies from combining the
operations of BMI and BMRS with those of the Group, as well as intangible assets that do not qualify for separate
recogmition and the expernence of the investment management and pensions staff employed by the companies

The fair value of the assets acquired are the gross contractual amounts and all are considered to be fully
recoverable The fair value of the identifiable assets and liabilities acquired, at the date of acquisition, are detailed

n {a) below

a) Net assets acquired through business combinations

JPAM BMI & BMRS

£000 £'000
Property, plant and equipment - 54
Trade and other recevables 159 4,190
Cash and cash equivalents 694 3,032
Other current assels - 735
Trade and other payables - (1,088)
Other current habiities (143) -
Total net assets recognised by acquired companies 710 6,923
Fair value adjustments
— Chlent relattonstup contracts 5,881 12,156
- Software - 227
— Deferred tax hability on client relationship contracts and software {1,351) (2,845)
Net identifiable assets 5,240 16,461
Goodwill - 17,208
Total purchase consideration 5,240 33,669
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Business combinations (continued)
b) Impact on reported results from date of acquisition

Revenues from

|

|

external Profit for the |
customers year
£'000 £'000
JPAM Limited 798 438

Spearpoint entiies

- Brooks Macdonald Asset Management (International) Limited 6,017 1,660
— Brooks Macdonald Retirement Services {International) Limited 609 109
Total Spearpoint entities 6,626 1,769
Total impact of business combinations 7424 2,207

Had JPAM, BMI and BMRS been consolidated from 1 July 2012, the Consoldated Statement of
Comprehensive Income would show pro-forma revenue of £67,462,000 and post-tax profit for the year of
£9,363,000

¢} Net cash outflow resuiting from business combinations

JPAM BMI & BMRS Total

£'000 £'000 £'000 1
Total purchase consideration {note 9a) 5,240 33,669 38,909
Less j
— Shares 1ssued as consideration - (5,450) (5,450)
— Deferred cash consideration (2,235) {6,741) (8,976)
Cash paid to acquire subsidianes 3,005 21478 24,483
Less cash held by subsidianes acquired (694) (3.032) (3,726)
Cash paid to acquire subsidiaries net of
cash acquired 2,311 18,446 20,757
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Dividends

Amounts recognised as distributions o equity holders of the Company in the year

2013 2012
£'000 £'000
Final dividend paid for the year ended 30 June 2012 of 12 5p
(2011 10 Op) per share 1,348 1,082
intenm dividend paid for the year ended 30 June 2013 of 6 5p
(2012 6 Op) per share 836 642
Total dividends 2,184 1,724
Final dividend proposed for the year ended 30 June 2013 of 16 Op
(2012 12 5p) per share 2,102 1,365

The intenm dividend of 6 5p (2012 6 Op) per share was paid on 18 Apnl 2013

A final dividend for the year ended 30 June 2013 of 16 Op (2012 12 5p) per share was declared by the Board of
Directors on 10 September 2013 and 1s subject to approval by the shareholders at the Company's Annual
General Meeting It will be paid on 18 October 2013 to shareholders who are on the register at the close of
business on 20 September 2013 In accordance with IAS 10, this dividend has not been included as a hability in
these financial statements
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Intangible assets

Cost

At 1 July 2011

Addittions

Disposals

At 30 June 2012
Additions

Additions on acquisition of
subsidiaries at farr value
Disposals

At 30 June 2013

Accumulated amortisation

At 1 July 2011
Amortisation charge
Disposals

At 30 June 2012
Amortisation charge
At 30 June 2013

Net book value
At 1 July 2011

At 30 June 2012
At 30 June 2013

a) Goodwill

ANNUAL REPORT & ACCOUNTS 2013

Acquired Contracts
client acquired with
Computer  relationship fund
Goodwill software contracts managers Total
£'000 £000 £'000 £'000 £'000
3,550 87 2,056 1,850 7.543
- 5 4,811 123 4,939
- 2 - - 2)
3,550 90 6,867 1,973 12,480
- 16 - 601 617
17,208 227 18,037 - 35472
- - (32 - (32)
20,758 333 24,872 2,574 48,537
- 23 229 1,268 1,620
- 25 307 198 530
- (2 : - 2
- 46 536 1,466 2,048
- 113 1,477 275 1.865
- 159 2,013 1,741 3,913
3,550 64 1,827 582 6,023
3,550 44 6,331 507 10,432
20,758 174 22,859 833 44,624

Goodwill acquired 1n a business combination 1s allocated at acquisiion to the cash generating units (CGUs")
that are expected to benefit from that business combination The carrying amount of goodwil at 30 June 2013
comprises £3,550,000 in respect of the Braemar Group Limited (‘Braemar) CGU and £17,208,000 in respect
of the Brooks Macdonald Asset Management (international) Limited and Brooks Macdonald Retirement
Services {International) Limited (collectively 'Brooks Macdenald International’y CGU

Goodwill 1s reviewed annually for impairment and its recoverability has been assessed at 30 June 2013 by
comparing the carrying amount of the CGUs to their expected recoverable amount, estimated on a value-in-
use basis The value-in-use of each CGU has been calculated using pre-tax discounted cash flow projections
based on the most recent budgets approved by the Board, covering a penod of up to five years Cash flows
are then extrapolated beyond the forecast penod using an expected long-term growth rate
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Intangible assets (continued)

a)

b}

<)

d)

Goodwill {continued)

The key underlying assumptions of the value-in-use calculations are the discount rate, short-term growth In
funds under management and the long-term growth rate A pre-tax discount rate of 10% has been used,
based on the Group's assessment of rnisk-free rates of interest and specific nsks relating to the Braemar and
Brooks Macdonald International businesses The 2% long term growth rate 1s considered prudent in the
context of the comparative long-term average growth rate for the funds, real estate and investment
management industnes in which the CGUs operate

While 1t 1s possible than one of the key assumptions In the calculation could change, no reasonably
forseeable change would result in an impairment of goodwill given the margin by which the estmated
recoverable amount exceeds the carrying amount of the CGUs

Computer software

Software costs are amortised over an estmated useful life of four years on a straight ine basis

Acquired clhient relationship contracts

This asset represents the fair value of future benefits accruing to the Group from acquired client relaticnship
contracts The amortisation of chent relationships 15 charged to the Consoldated Statement of
Comprehensive Income on a straight line basis over their estimated useful ives {15 to 20 years)

Durning the year, the Group acguired client relationship contracts totalling £18,037,000 (2012 £4,811,000), as
part of business combinations (note 9), which were recognised as separately identifiable intangible assets in
the Consolidated Statement of Financial Position This included contracts with a farr value of £5,881,000
related to the acquisition of JPAM Limited and £12,156,000 related to the acquisition of Brooks Macdonald
Asset Management (International) Limited

Contracts acquired with fund managers

This asset represents the fair value of future benefits accruing to the Group from contracts acquired with fund

managers Paymenits made to acquire such contracts are stated at cost and amortised on a straight ine basis
over an estimated useful Iife of five years
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Property, plant and equipment

Cost

At 1 July 2011

Additions

Disposals

At 30 June 2012

Additions

Additions on acquisition of subsidianes
Disposals

At 30 June 2013

Accumulated depreciation

At 1 July 2011
Depreciation charge
Disposals

At 30 June 2012
Depreciation charge
Disposals

At 30 June 2013

Net book value
At 1 July 2011

At 30 June 2012
At 30 June 2013

Available for sale financial assets

ANNUAL REPORT & ACCOUNTS 2013

Equipment
Motor Fixtures and and leasehold

vehicles fittngs improvements Total
£'000 £'000 £'000 £'000
- 696 3,643 4,339

- 736 479 1,215
- (5 (51) (66)

- 1,417 4.071 5,488

35 151 677 863

- 54 - 54

35 1,622 4,748 6,405

- 295 2,152 2,447

- 154 580 734
- (195) (45) (60)

- 434 2,687 3,121

4 234 625 863

4 668 3,312 3,984

- 401 1,491 1,892

- 983 1,384 2,367

31 954 1,436 2,421

The Group holds an Investment of 1,426,79364 B shares in Braemar Group PCC Limited Student
Accommodation Cell The fund 1s managed by Brocks Macdonald Funds Limited, a subsidiary of the Group
Trading 1s currently suspended on this fund, however the fund manager continues to publish a price based on the
farr value of the underlying assets of the fund At 30 June 2013, the fairr value of the investment was £1,582,000
(2012 £1,594,000), the loss of £12,000 (2012 gamn of £33,000) being recognised in other comprehensive
income in the Consolidated Statement of Comprehensive Income

There were no additions duning the year (2012 £63,000) A £50,000 investment in UK Farming plc was de-
recognised as the entity 1s now considered to be controlled by the Group and its assets and liabilittes have been
consolidated accordingly The Group disposed of further investments of £13,000 (2012 £nil)
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Available for sale financial assets (continued)

At beginning of year

Additions

Disposats

De-recogrused on consolidation of former investment
{Loss) / gain from changes in fair value

At end of year

Deferred income tax

ANNUAL REPORT & ACCOUNTS 2013

2013 2012
£'000 £000
1,657 1,561

- 63

(13) -
(50) -
(12) 33
1,582 1,657

Deferred iIncome tax assets are only recognised to the extent that it 1s probable that future taxable profit will be
available against which the temporary differences can be utiised An analysis of the Group's deferred assets and

deferred tax habilities 1s shown below

Deferred tax assets

Deferred tax assets to be recovered after more than 12 months
Deferred tax assets to be recovered within 12 months
Total deferred tax assets

Deferred tax habilities
Deferred tax labilities to be recovered after more than 12 months

Deferred tax habilities to be recovered within 12 months
Total deferred tax habilities

The gross movement on the deferred income tax account during the year 1s as follows

At 1 July

Credit / {charge) to the Statement of Comprehensive Income
(note 8)

Credit / (charge) recogrused in other comprehensive ncome
Charge recognised in equity

Additions on acquisition of subsiaries

At 30 June

50

2013 2012
£'000 £'000
234 260
624 408
858 668
(4,468) (672)
(30) (21)
(4,498) (693)
2013 2012
£'000 £'000
(25) 1,495
674 (392)

3 (6)

@7 (473)

(4,195) (649)
(3,640) (25)
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Deferred income tax {continued)
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The change In deferred income tax assets and habiities dunng the year s as follows

Deferred tax assets

At 1 July 2011

Charge to the Statement of
Comprehensive Income
Charge to equity

At 30 June 2012

Credit to the Statement of
Comprehensive Income
Charge to equity

At 30 June 2013

Deferred tax habilities

At 1 July 2011

Additions on acquisition of subsidiaries
Credit to the Statement of
Comprehensive Income

Charge to other comprehensive income
At 30 June 2012

Additions on acquisition of subsidianes
Credit to the Statement of
Comprehensive Income

Charge to other comprehensive income
At 30 June 2013

Trade and other receivables

Trade recevables

Other receivables

Prepayments and accrued income
Total trade and other receivables

Share-based

payments
£'000
1,555

(414)
(473)

668

287
@7)

858

Accelerated Availahble for Intangible
capital sale financial asset
allowances assets amortisation Total
£'000 £'000 £'000 £000
44 16 - 60
- - 649 649
(22) - - (22)
- 6 - 6
22 22 649 693
- - 4195 4,195
(10) - (377} (387)
- (3) - 3)
12 19 4 467 4,498
2013 2012
£'000 £'000
5,158 1,719
766 1,123
11,849 9,938
17,773 12,780
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Cash and cash equivalents

2013 2012
£000 £'000
Cash at bank 18,420 13,470
Cash held in employee benefit trust 20 19
Total cash and cash equivalents 18,440 13,489

Cash and cash equivalents are disiributed across a range of financial insttutions with high credit ratings in
accordance with the Group's treasury policy Cash at bank comprises current accounts and mmediately
accessible deposit accounts

Deferred consideration

Deferred consideration, which i1s also included within provisions In current iabiities to the extent that it1s due to
be paid within one year of the reporting date (note 20), relates to the directors’ best estimate of amounts payable
in the future In respect of certain chent relationships and subsidiary undertakings that were acquired by the
Group Deferred consideration 1s measured at its fair value based on the discounted expected future cash flows
The movements in the deferred consideration balance dunng the year were as foliows

2013 2012

£'000 £'000
At 1 July 2,309 794
Added on acquisitions during the year 8,976 2177
Interest accrued 279 49
Payments made duning the year (3,637) (711)
At 30 June 7,927 2,309
Analysed as
Amounts falling due within one year 2,123 1,350
Amounts falling due after more than cne year 5,804 959
Total deferred consideration 7,927 2,309

Deferred consideration of £8,976,000 (2012 £2,177,000) was recognised during the year (note 9), £6,741,000 on
the acquisition of BMI and BMRS and £2,235,000 on the acquisiion of JPAM (2012 £2,177,000 on the
acquisition of the client relationship contracts of Clarke Willmott LLP) Payments of £3,637,000 (2012 £711,000)
were made durning the year, representing £2,396,000 to the vendors of BMI and BMRS and £1,241,000 to Clarke
Willmott LLP
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Deferred consideration (continued)

Amounts falling due after more than one year from the reporiing date are presented in non-current labilites as
shown below

2013 2012

£'000 £'000

At 1 July 9359 -
Added on acquisitions during the year 5,597 910
Interest accrued 207 49
Transfer to current habilities (959) -
At 30 June 5,804 259

The amount payable in respect of acquisitions during the penod of £5,597,000 (2012 £910,000) comprises
deferred consideration of £4,345,000 relating to the acquisition of BMI and BMRS and £1,252,000 relating to the
acquisition of JPAM (note 9) An amount of £859,000, representing the deferred consideration payable in respect
of the acquired client relationships of Clarke Willmott LLP, was transferred to provisions within current labilities
(2012 £nil)

Other non-current liabilities

Other non-current liabilites relate to employer's National Insurance contributions ansing from share option
awards under the LTIS scheme An additional hability of £20,000 (2012 244,000) was recognised dunng the year
in respect of existing awards, granted in previous years, that are expected to vest in the future Duning the year,
an amount of £383,000 {2012 £452,000) was transferred to current habilities, reflecing awards that will vest
within the next 12 months

Trade and other payables

2013 2012

£'000 £'000
Trade payables 2,631 2,699
Other taxes and social secunty 1,394 1,333
Other payables 2,621 308
Accruals and deferred income 7,133 9,505
Total trade and other payables 13,779 13,845

Included within accruals and deferred income 1s an accrual of £837,000 (2012 £985,000) in respect of the
Phantom Share Option Schemes granted in October 2008 and October 2009 and employer's National Insurance
contnbutions ansing from share option awards under the LTIS (note 24b) The schemes are cash settled and
payments are made to participants in respect of their awards by the Group’s subsidiary undertakings The options
are awarded at no cost to the participants The amount that i1s ultmaiely payable to participants of the scheme 1s
equal to the increase in market value of the Company's ordinary shares over a three year vesting period The
award will vest after three years to the extent that the performance conditions are satisfied and will be forfeited in
total if performance fails to meet the minimum cnitena
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Trade and other payables {continued)
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The opticns have been valued using a Black Scholes model based on the market price of the Company's shares
at the grant date (note 24) The total charge to the Consohdated Statement of Comprehensive Income for the
year for all Phantom Share Option Schemes and employer's National Insurance contributions ansing from share
option awards under the LTIS (note 24b) was £423,000 (2012 £1,325,000) The number of Phantom Share
Options outstanding at 30 June 2013 was as follows

At 1 July

Forfeited in the year
Exercised in the year
At 30 June

Provisions

At 1 July 2011

Charge to the Statement of
Comprehensive Income

Added on acquisttions dunng the year
Utihsed during the year

At 30 June 2012

Charge 1o the Statement of
Comprehensive income

Added on acguisitions during the year
Interest accrued

Transfer from non-current habiities
Utiised during the year

At 30 June 2013

a) Clent compensation

2013 2012

Weighted Weighted

Number of average base Number of  average base
options price (£) options price (£)
133,103 6 875 585,603 3235

(45,000) 7 750 - -
(51,000) 4 255 {462,500) 2185
37,103 9415 133,103 6 875
Client Deferred

compensation consideration FSCS levy Total
£'000 £'000 £'000 £'000
243 794 - 1,037

182 - 140 322

- 1,267 - 1,267
(86) (711) {140) (937)

339 1,350 - 1,689

246 - 240 486

- 3,379 - 3,379

- 72 - 72

- 959 - 959
(165} (3,637) - (3,802)
420 2,123 240 2,783

Client compensation provisions relate to the potential lability arising from chent complaints against the Group
Complants are assessed on a case by case basis and provisions for compensation are made where judged
necessary Complaints are on average setiled within eight months (2012 eight months) from the date of

notification of the complaint
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Provisions (continued)

b) Deferred consideration

c)

Deferred consideration has been included within provisions as a current liability to the extent that it 1s due to
be paid within one year of the reporting date (note 17)

Deferred consideration payable within one year of £3,379,000 (2012 £1,267,000) was recognised dunng the
year, compnsing of £2,396,000 relating to the acquisiton of BMI and BMRS and £883,000 relating to the
acquisition of JPAM An amount of £859,000 (2012 £nil) was transferred from non-current habibties,
representing the final tranche of deferred consideration payable to Clarke Willmott LLP in November 2013 in
respect of client relationships acquired in October 2011 Provistons of £3,802,000 (2012 £711,000) were
utiised duning the year on payment of £1,241,000 to Clarke Willmott LLP and £2,396,000 to the vendors of
Brooks Macdonald Asset Management {International) Limited and Brooks Macdonald Retirement Services
{International) Limited

FSCS levy
Following confirmation by the FSCS in April 2013 of iis proposed 2013/14 industry levy, the Group has made

a provision of £240,000 (2012 £nil) for its estimated share The 2012/13 annual levy was billed in June 2012,
hence this was included as a trade payable rather than a provision in the 2012 financal statements

Reconcihation of operating profit to net cash inflow from operating activities

2013 2012
£'000 £'000

Operating profit 10,498 8,402

Adjustments for

Depreciation of property, plant and equipment 863 734
Amortisation of intangible assets 1,865 530
Decrease / (Increase) in receivables 91 (2,920)
Decrease In payables (1,301} (4,319)
{Decrease) / increase In provisions (2,284) 652

Decrease in non-current habilities (1,325) (210)
Share-based payments 1,111 702

Net cash inflow from operating activities 9,518 3,571

In the year ended 30 June 2013, the Group obtained contro! of JPAM, BMI and BMRS (note 9) The net cash
outflow resulting from these business combinations 1s presented In note 9(c)
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Share capital and share premium account

The movements in share capital and share premium during the year were as follows

Share
Number of Exercise Share premium
shares pnice captal account Total
p £'000 £'000 £'000
At 1 July 2011 10,788,167 108 4125 4,233
Shares 1ssued
- on exercise of options 75,900 2400 1 146 147
— to Save As You Earn
scheme 63,429 1550-2905 - 152 152
At 30 June 2012 10,927,496 109 4,423 4,532
Shares issued
— on placing 2,288193 1,1500-1,3019 23 26,927 26,950
— on exercise of options 73,100 1400-2905 1 327 328
— to Save As You Eam
scheme 59,185 2400-5780 - 191 191
At 30 June 2013 13,347,974 133 31,868 32,001

The total number of ordinary shares, 1ssued and fully paid at 30 June 2013 was 13,347,874 (2012 10,927,496)
with a par value of 1p per share

On 19 November 2012, the Company issued 1,869,566 ordinary shares by way of a placing for cash
consideration which raised £21,500,000 and an additional 418,627 ordinary shares with a market value of
£5.450,000 as consideration to the vendors of Brooks Macdonald Asset Management International (Limited) and
Brooks Macdonald Retirement Services (international) Limited

Shares Issued to Save as You Earn Scheme members are shown as £nil (2012 £nil) due to rounding
Employee Benefit Trust

The Group established an Employee Benefit Trust (EBT') on 3 December 2010 to acquire ordinary shares in the
Company to satisfy awards under the Group's Long Term Incentive Scheme (LTIS) and other share-based
payment schemes (note 24) At 30 June 2013, the EBT held 212,172 (2012 151,139) 1p ordinary shares 1n the
Company, acquired for a total consideration of £2,544,000 (2012 £1,765,000) The market value of these shares
was £3,044,668 (2012 £1,738,000) They are presented as treasury shares in the consoldated financial
statements and their cost has been deducted from retained earmings within shareholders' equity
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Other reserves and retained earnings

Other reserves are compnsed of the following balances

Share option reserve
Merger reserve
Available for sale reserve

ANNUAL REPORT & ACCOUNTS 2013

Total other reserves

The movements In other reserves during the year were as follows

Share option reserve

At beginning of the year

Share-based payments

Transfer to retained earnings

Deferred tax on share-based payments

At end of the year

Merger reserve

At beginning of the year

At end of the year

Available for sale reserve

At beginning of the year
Revaluation of available for sale financial assets

At end of the year

The movements n retained earnings dunng the year were as follows

At beginning of the year

Profit for the financial year

Purchase of own shares by Employee Benefit Trust
Transfer from share option reserve

Dividends paid

At end of the year

2013 2012
£'000 £'000
3,607 2,724

192 192
63 72
3,952 2,988
2013 2012
£'000 £'000
2,724 2,326
1,111 702
(350) (188)
212 (118)
3,697 2,724
192 192
192 192
72 45

©) 27

63 72
2013 2012
£'000 £000

16,190 12,225
8,030 6,256

(779) (785)
350 188
(2,184) (1,724)
21,607 16,190
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Equity settled share-based payments

All share options granted to employees under the Group's equity settled share-based payment schemes are
valued using a Black Scholes model, based on the market price of the Company's shares at the grant date and
volatiity ranging from 15% to 50% on an histonc price, covering the penod to the end of the contractual life
Volatiity has been estimated on the basis of the Company's histornical share pnces subsequent to flotation The
nsk-free annual rate of interest 1s deemed to be the yield on a gilt edged secunty with a matunty term of 10 years,
ranging from Q 34% to 2 00%

For options granted during the year, the Black Scholes model was based on the market price of the Company's
shares at each respective grant date and volatility of 50% with no dividend yield, an expected vesting period of
three years and a nisk-free annual rate of interest of 0 34% The fair value of the cash settled Phantom Share
Options has been calcutated using the same assumptions, but it 1s re-calculated on a quarterly basis

The share options 1ssued under the varicus equity settled share-based payment schemes have been valued at
prices ranging from £nil to £11 62 per share The charge to the Consoldated Statement of Comprehensive
Income for the year in respect of these was £1,111,000 (2012 £702,000) The weighted average remaining
contractual Iife of all equity settled share-based payment schemes at 30 June 2013 was 2 61 years (2012 3 18
years) The weighted average share price of all options exercised duning the year was £13 756 (2012 £12 05)
The total charge to the Consohdated Statement of Comprehensive Income for the year for all share-based
payment schemes was £1,624,000 (2012 £1,393,000)

The exercise price and fair value of share options granted during the year was as follows

Exercise price Fair value

P P

Long Term Incentive Scheme nil 1,270
Employee Sharesave Scheme 1,172 607

Noc options were granted under the EMI Scheme during the year
a) Enterprise Management Incentive Scheme {"EMI')

Under the approved EMI Scheme, certain employees hold options to subscnbe for shares in the Company at
prnices ranging from 140p to 775p Options are conditional on the employee completing three years service
{the vesting period) and are exercisable three years from the grant date The options have a contractual
option term of seven years from the date they become exercisable The Group has ne legal or constructive
obligation to repurchase or settle the optons in cash

2013 2012

Weighted Weighted

average average

Number of exercise price Number of exercise price

options £ options £

At 1 July 182,657 300 258,557 269
Forfeited in the year (10,804) 775 - -
Exercised in the year (73,100) 2 61 {75,900) 194
At 30 June 98,753 277 182,657 300
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24 Equity settled share-based payments
a) Enterprise Management Incentive Scheme ('EMI') (continued)

The number of share options outstanding at the reporting date was as follows

Scheme year (grant date) Exercise price  Vesting period 2013 2012
Number of Number of

P options options

2005 140 0 2008 - 2015 - 6,000
2005 1655 2008 - 2015 25,000 31,000
2006 2150 2009 - 2016 23,500 29,350
2007 2005 2010 - 2017 42,150 97,400
2010 7750 2013 - 2020 8,103 18,907
All years 98,753 182,657

b) Long Term Incentive Scheme ('LTIS')

The Company has made annual awards under the LTIS to executive directors and other senior executives
The conditional awards, which vest three years after the grant date, are subject to the sabsfaction of specified
performance cnitena, measured over a three year performance penod All such conditional awards are made
at the discretion of the Remuneration Committee

2013 2012

Number of Number of

options options

At 1 July 128,343 37,959
Granted in the year 78,954 94,005
Forfeited in the year (1,684) (3.621)
At 30 June 205,613 128,343

The number of share options outstanding at the reporting date was as follows

Scheme year {grant date) Exercise price  Vesting penod 2013 2012
Number of Number of

p options options

2010 nil 2013 33,848 34,338
2011 nil 2014 92,811 94,005
2012 nil 2015 78,954 -
All years 205,613 128,343
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c)

d)

Employee Benefit Trust {EBT")

ANNUAL REPORT & ACCOUNTS 2013

Brooks Macdonald Group plc established an Employee Benefit Trust ('the Trust’) on 3 December 2010 The
Trust was established to acquire ordinary shares in the Company to satisfy nghts to purchase shares on the
exercise of options awarded under the LTIS All finance costs and administration expenses connected with
the Trust are charged to Consoclidated Statement of Comprehensive Income as they accrue The Trust has
waived its nghts to dividends The fellowing table shows the number of shares held by the Trust that have not

yet vested unconditionally

2012
Number of
shares

37,959
113,180

2013

Number of

shares

At 1 July 151,139
Acquired in the year 61,033
At 30 June 212172

151,139

Employee Sharesave Scheme

Under the scheme, employees can contnbute up to £250 a month over a three year penod to acquire shares
in the Company At the end of the savings peniod, employees can elect to receive shares or receive ther

savings In cash

Number of

options

At 1 July 180,566
Granted Iin the year 39,489
Forfeited in the year (13,547)
Exercised in the year (59,185)
At 30 June 147,323

The number of share options outstanding at 30 June 2013 was as follows

Scheme year (grant date) Exercise price

p
2009 2400
2010 8780
2011 9160
2012 1,054 0
2013 1,172 0
All years

2013 2012
Weighted Weighted
average average
exercise price Number of exercise price
£ options £

833 196,171 578

1172 54,231 10 54

954 (6,407) 773

554 (63,429) 240

10 23 180,566 833

Vesting penod 2013 2012
Number of Number of

options options

2012 - 4,269

2013 2,040 58,526

2014 58,536 63.813

2015 48,332 53,958

2016 38,415 -

147,323 180,566

60




25

BROOKS MACDONALD GROUP PLC ANNUAL REPORT & ACCOUNTS 2013

Notes to the Consolidated Financial Statements

Earnings per share

The directors believe that adjusted earnings per share provide a truer reflection of the Group's performance for
the period Adjusted earnings per share are shown below and are calculated based on 'adjusted earnings’,
representing earnings before the costs of acquiring subsidiary companies during the penod {note 5}

2013 2012
£°000 £'000
Profit for the year 8,030 6,256
Costs of acquinng subsidiary companies 1,047 -
Adjusted earnings attributable to ordinary shareholders 9,077 6,256
The weighted average number of shares in 1ssue dunng the year was as follows
2013 2012*
Number of shares Number of shares
Weighted average number of shares in 1ssue during the year 12,210,418 10,893,468
Dilutive shares 1ssuable on exercise of share options 111,793 162 633
Diluted weighted average number of shares in 1ssue durnng the
year 12,322.21 11,056,101

Bastc and diluted earmnings per share-based on both reported and adjusted earnings are shown n the table

below
2013 2012*
P P
Based on reported earnings
Basic earnings per share 6576 57 43
Diluted earnings per share 65 16 56 58
Based on adjusted earnings
Basic earmings per share 74 33 57 43
Diluted earnings per share 7366 56 58

*The comparative weighted average number of shares in 1ssue and therefore basic and diluted eamings per
share in have been restated for the effect of shares i1ssued at a discount to thewr market value as pant of the

Spearpoint acquisition
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Lease commitments

The Group leases various office premises under non-cancellable operating lease arrangements The future
aggregate minimum lease payments under these leases are as follows

2013 2012
£'000 £'000
Within che year 1,162 813
Second to fifth years inclusive 2,240 1,720
After five years 38 -

Chent funds under management

The Group helds client money and assets on behalf of clients in accordance with the chent money rules of the
Financial Conduct Authonty Such money and the corresponding liabilities to chents are not shown in the
Consolidated Statement of Financial Position as the Group 1s not beneficially entitied thereto The total market
value of chient money and assets held 1s shown below

2013 2012
£'000 £'000
Client money bank accounts 595,365 479,000
Client assets under management 4,514,635 3,041,000
Total chent funds under management 5,110,000 3,520,000

Financial nsk management

The Group has dentified the financial nsks ansing from its activittes and has established policies and procedures
as part of a formal structure for managing nsk, including establishing nsk hnes, reporting Iines, mandates and
other control procedures The structure is reviewed regularly The Group does not use derivative financial
instruments for nsk management purposes

a) Liquidity nsk

Liguidity nisk 1s the risk that the Group I1s unable to meet its payment obligations associated with its financial
habilittes when they fall due

The primary objective of the Group's treasury policy 15 to manage short-term liquidity requirements and to
ensure that the Group mamntains a surplus of iImmedsately realisable assets over its habilites, such that all

known and potential cash obligations can be met

The table below shows the cash inflows and outflows from the Group under non-derivative financial assets
and habilties, together with cash and bank balances available on demand
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28 Financial nsk management (continued)
a) Liguidity nisk {continued)
After 3

Not more months not After 1 year
than 3 more than1 butless than

On demand months year § years Total
£'000 £'000 £'000 £000 £000
At 30 June 2013
Cash flows from
financial assets
Available for sale
financial assets - - - 1,582 1,582
Cash and balances at
bank 18,440 - - - 18,440
Trade receivables - 5,159 - - 5,159
Other recewables - - 107 - 107
18,440 5,159 107 1,682 25,288
Cash flows from
financial habilities
Trade payables - 2,631 - - 2,631
Other financial iabiities - 10,609 1,928 5,929 18,466
- 13,240 1,928 5,929 21,097
Net iquidity gap 18,440 {8,081) (1,821) {4,347) 4,191
At 30 June 2012
Cash flows from
financial assets
Avallable for sale
financial assets - - - 1,657 1,657
Cash and balances at
bank 13,470 - - - 13,470
Trade recevables - 1,719 - - 1,719
Other receivables - - 115 - 115
13,470 1,719 115 1,657 16,961
Cash flows from
financial habilities
Trade payables - 2,699 - - 2,699
Other financial habitities - 9,869 2,231 1,376 13,476
- 12,568 2,231 1,376 16,175
Net hiquidity gap 13,470 (10,849) (2,116} 281 786
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28 Financial nsk management (continued)

b)

c)

Market risk

Interest rate nsk

The Group may elect to invest surplus cash balances in short-term cash deposits with matunty dates not
exceeding three months Consequently, the Group has a hmited exposure to interest rate nsk due to
fiuctuations in the prevailing level of market interest rates

A 1% fall in the average monthly interest rate receivable on the Group's cash and cash equivalents would
have the impact of reducing mterest receivable and therefore profit before taxaton by £184,000 (2012

£135,000) An mcrease of 1% would have an equal and opposite effect

Foreign exchange nsk

The Group does not have any matenal exposure to transactional foreign currency nsk and therefore no
analysis of foreign exchange nsk s provided

Price nsk

Prce nisk is the nsk that the fair value of the future cash flows from financial instruments will fluctuate due to
changes in market prices (other than those ansing from interest rate nsk or currency nsk) The Group Is
exposed to price nsk through its holdings of equity securities that are measured at far value in the
Consolidated Statement of Financial Position (note 13) A 1% fall in the value of these equity secunties would
have the impact of reducing other comprehensive ncome by £12,000 An increase of 1% would have an
equa!l and opposite effect

Credit nsk

The Group may elect to invest surplus cash balances in highly kquid money market instruments with matunty
dates not exceeding three months The difference between the fair value and the net bock value of these
instruments 1s not matenal To reduce the nsk of a counterparty default, the Group deposits the rest of its
funds in approved, high quality banks At 30 June 2013 there was no significant concentration of credit risk in
any particular counterparty (2012 none)

Assets exposed to credit nsk recogmised on the Consoldated Statement of Financial Position total
£18,440,000 (2012 £13,489,000), being the Group's total cash and cash equivalents

Trade recevables with a carrying amount of £5,159,000 (2012 £1,719,000) are neither past due nor
imparred Trade receivables have no external credit rating as they relate to indiwvidual clients, although the
value of investments held in each individual client's portfolio 1s always In excess of the total value of the
receivable All trade receivables fall due within three months (2012 all)

29 Capital management

Capital 1s defined as the total of share capital, share premium, retained earnings and other reserves of the
Company Total capital at 30 June 2013 was £57,560,000 (2012 £23,710,000) Regulatory capital 1s denved
from the Group Internal Capital Adequacy Assessment Process {ICAAP), which 1s a requirement of the Capital
Requirements Directive The ICAAP draws on the Group's nsk management process which 1s embedded within
the individual businesses, function heads and executive committees within the Group
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Capital management {continued)

The Group's objectives when managing capial are to comply with the capital requirements set by the Financial
Conduct Authonty, to safeguard the Group’s abihty to continue as a going concern so that it can continue to
provide returns for shareholders and benefits for other stakeholders and to maintain a strong capital base to
support the development of the business

Captal adequacy and the use of regulatory capital are monitored daily by the Group’s management The Group's

2013 ICAAP was approved in May 2013 There have been no capital requirement breaches dunng the year
Brooks Macdonald Group pi¢'s Pillar Ill disclosure 1s presented on our website at www brooksmacdonald com

Guarantees and contingent hiabilities

The Company has an agreement with the Royal Bank of Scotland plc to guarantee settlerment for trading with
CREST stock on behalf of clients The Group holds client assets to fund such trading activity

Additional levies by the Financial Services Compensation Scheme may give nse to further obligations based on
the Group's income n the current or previous years Nevertheless, the ultimate cost to the Group of these levies
remains uncertain and 1s dependent upon future claims resulting from institutional failures

Related party transactions

Certain directors have taken advantage of the Group's interest-free season ticket loan facility which 1s available to
all employees The directors who have such ioans are as follows

Loan balance Maxamum amount

2013 2012 2013 2012

£'000 £'000 £'000 £'000

N | Holmes 1 1 2 2
S J Jackson 5 4 10 8

Transactions between the Company and its subsidhanes, which are related parties, have been eliminated on
consolidation The Company's individual financial statements include the amounts atinbutable to subsidianes
These amounts have been disclosed in aggregate in the relevant Company financial statements and in detail in
the following table

Amounts owed by related Amounts owed to related

parties parties

2013 2012 2013 2012

£'000 £'000 £000 £'000

Braemar Group Limited 2,150 2,150 - -
Brooks Macdonald Financial Consulting Limited 955 1,579 - -
Brooks Macdonald Asset Management Limited - - 17,018 14,391
Brooks Macdonald Nominees Limited - - 2,727 1,869
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Related party transactions {continued)

All of the above amounts are interest-free and, with the exception of the subordinated loan to Braemar Group
Linuted, are repayable on demand

The Group manages a number of collective investment funds that are considered related parties Available for

sale financial assets include (note 13) an investment of 1,426,793 64 B shares in Braemar PCC Limited Student
Accommodation Cell This transaction was conducted on an arms length basis at market value

Events since the end of the year

No matenal events have occurred between the reporting date and the date of signing the Annual Report &
Accounts
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Independent Auditors’ Report to the Members of Brooks Macdonald Group plc

We have audited the parent company financial statements of Brooks Macdonald Group pic for the year ended 30
June 2013 which compnse the Company Balance Sheet and the related notes The financial reporting framework
that has been apphed in their preparation i1s applicable law and United Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice}

Respective responsibilities of directors and auditors

As explained more fully in the Statement of Directors' Responsibilities set out on page 22, the directors are
responsible for the preparation of the parent company financial statements and for being satisfied that they give a
true and farr view Our responsibility 1s to audit and express an opinion on the parent company financial
statements In accordance with applicable law and International Standards on Auditing (UK and Ireland) Those
standards require us to comply with the Auditing Practices Board's Ethical Standards for Auditors

This report, 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 do not, in giving
these opinions, accept or assume responsibility for any other purpose or to any other person to whom this report
1s shown or into whose hands it may come save where expressly agreed by our prior consent In wnting

Scope of the audit of the financial statements

An audit involves obtaning ewidence 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 includes an assessment of whether the accounting policies are appropriate to the parent
company’s circumstances and have been consistently applied and adequately disclosed, the reasonableness of
significant accounting estimates made by the directors, and the overall presentation of the financial statements
in addition, we read all the financial and non-financial information in the Annual Report & Accounts to identify
matenal 1nconsistencies with the audited financial statements If we become aware of any apparent matenal
misstatements or mconsistencies we consider the imphcations for our report

Opinion on financial statements
In our opimion the parent company financial statements

give a true and fair view of the state of the Company's affairs as at 30 June 2013,

« have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, and

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

Opinion on other matter prescnbed by the Companies Act 20086

In our opinion the information given In the Report of the Directors for the financial year for which the parent
company financial statements are prepared is consistent with 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
to you if, In our opinion

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

e the parent company financial statements are not In agreemen! with the accounting records and returns,
or

« certain disclosures of directors’ remuneration specified by law are not made, or

« we have nol receved all the information and explanations we require for our audrt
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Other matter

We have reported separately on the group financial statements of Brooks Macdonald Group plc for the year
ended 30 June 2013

Moy K

Marcus Hine (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

London
10 September 2013
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Note

Fixed assets
Investments 36

Current assets

Debtors 37
Cash at bank and in hand

Total current assets

Creditors amounts falling due within
one year 38

Net current liabilities
Tota! assets less current habilibes

Creditors amounts faling due after
more than one year 39

Net assets
Financed by

Capital and reserves

Called up share capital 40
Share premium account 40
Share option reserve 4
Revaluation reserve 41
Profit and loss account 41
Total shareholders’ funds 42

£'000

7127
10,274
17,401

(25,290)

ANNUAL REPORT & ACCOUNTS 2013

2013 2012
£'000 £'000 £'000
46,631 11,863

7,739

7,893

15,632

(21,723)
(7,889) (6,091)
38,742 5,772
(4,482) -
34,260 5,772
133 109
31,868 4,423
3,023 1,912
63 94

(827)  (766)

34,260 5,772

The Company financial statements were approved by the Board of Directors and authonsed for 1ssue on 10

September 2013, signed on their behalf by

C A J Macdonald

v S J Jackson

e
Chief Executive 4’

Company registration number 4402058

Finance Director

N

The accompanying notes on pages 70 to 75 form an integral part of the Company financial statements
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Principal accounting policies

The general accounting policies applied in the preparation of these financial statements are set out below These
policies have been applied consistently to all years presented, unless otherwise stated

a)

b)

c)

d)

e)

9)

Basis of preparation

The Company's financial statements are prepared in accordance with in accordance with the Companies Act
2006 and applicable accounting standards in the United Kingdom The financial statements have been
prepared ¢n the historical cost basis, except for the revaluation of investments such that they are measured
at their fair value

At the time of approving the financial statements, the directors have a reasonable expectation that the
Company has adequate resources to continue in operational existence for the foreseeable future
Accordingly, they continue to adopt the going concern basis in preparing the financial statements

Investments in subsidiary companies
Investments in subsidianies are recogrised at cost less provisions for impairment
Share-based payments

The Company has applied the requirements of FRS 20 Share-based payments and has adopted the
requirements of UITF 44 Equity settled share-based payments are measured at far value at the grant date
and the charge to the Profit and Loss Account is recognised on a straight Ine basis over the period in which
the related services are provided, based on the number of shares that are expected to vest

Operating lease payments

Rent payments due under operating leases are charged to the Profit and Loss Account on a straight line
basis over the term of the lease The Company benefited from a rent-free penod under the terms of its current
property lease In accordance with UITF 28 Operating Leases Incentives, the benefit 1s allocated over the
shorter of the lease term and the date of the market rent review specified in the lease During the rent-free
period a rental charge has been recognised in the Profit and Loss Account and accrued as a hability in the
Balance Sheet

Retirement benefit costs

Contributions In respect of the Group's defined contnbution pension scheme are charged to the Profit and
Loss Account as they fall due

Employee Benefit Trust

Where the Company holds its own equity shares through an Employee Benefit Trust these shares are shown
as a reduction in shareholders' equity Any consideration patd or recewved for the purchase or sale of these
shares 1s shown as a reduction in the reconciliation of movements in shareholders’ funds No gain or loss 1s
recognised n the Profit and Loss Account or the Statement of Total Recognised Gains or Lasses on the
purchase, sale, 1ssue or cancellation of these shares

Other investments

Other listed investments are re-valued each reporting penod to their fair value according to the most recently
available market information
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Profit for the year

As permitted by Section 408 of the Companies Act 2006 the Company has elected not to present its own profit
and loss account for the financial year Brooks Macdonald Group plc reported profit after tax for year ended 30
June 2013 of £2,902,000 (2012 £1,654,000) Auditors' remuneration i1s disclosed in note 5 of the consohdated
financial statements The average monthly number of employees during the year was rine (2012 eleven)
Directors' emoluments are set out in note 6 of the consolidated financial statements

Dividends

Detaus of the Company's dividends paid and proposed, subject to approval at the Annual General Meeting, are
set out In note 10 of the consolidated financial statements

Investments
Group Listed
undertakings Investments Total
£'000 £'000 £'000

Net book value
At 1 July 2011 9,567 1,561 11,128
Additions
— Share options 702 - 702
Revaluation - 33 33
At 30 June 2012 10,269 1,594 11,863
Additions
— Share options 1,111 - 1,111
— Acquisition of subsidiary 33,669 - 33,669
Revaluation - (12) {12)
At 30 June 2013 45,049 1,582 46,631

Listed investments represent the Company's holding of 1,426,793 64 B shares in Braemar Group PCC Limited
Student Accommodation Cell The fund 1s managed by Brooks Macdonald Funds Limited, a subsidiary of the
Company Trading 1s currently suspended on this fund, however the fund manager continues to publish a price
based on the fair value of the underlying assets of the fund At 30 June 2013, the investment was re-valued to its
farr value of £1,582,000 (2012 £1,594,000), representing a loss dunng the year of £12,000 {2012 gawn of
£33,000)

investments 1in group undertakings are recorded at cost, which 1s the farr value of the consideration paid to
acquire the Company's subsidiaries Additions to group undertakings of £1,111,000 (2012 £702,000) represent
the cost of share options 1ssued dunng the year in accordance with FRS20 Additions on acquisition of
subsidianies of £33,669,000 (2012 £nil) represent the cost of the Company's investment in Brocks Macdonald
Asset Management (Intemational) Limited and Brocks Macdonald Retirement Services (International) Limited
Detals of the Company's subsidiary undertakings as at 30 June 2013, all of which were whoily owned and
included in the consolidated financial statements, are shown below
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Investments (continued)
Type of shares  Country of
Company and par value incorporation Nature of business
Investment
Braemar Group Limited Ordinary 1p UK management
Investment

Brooks Macdonald Asset Management Limited Ordinary £1 UK management
Brooks Macdonald Asset Management Investment
{International) Limited Ordinary £1 Channel Islands  management
Brooks Macdonald Asset Management
(Tunbnidge Wells) Limited Ordinary £1 UK Non-trading
Brooks Macdonald Financial Consulting Limited Ordinary 5p UK Financial consulting
Brooks Macdonald Investment Services Limited Ordinary £1 UK Dormant
Brooks Macdonald Nominees Limited Ordinary £1 UK Nominee services
Brooks Macdonald Retirement Services
{International) Limited Ordinary £1 Channel Islands  Retrement planning
Brooks Macdonald Tax Services Limited Ordinary £1 UK Dormant
JPAM Limited QOrdinary £1 UK Non-trading
Debtors

2013 2012

£'000 £'000
Amounts owed by subsidiary undertakings 7,105 7,729
Other debtors 22 10
Total debtors 7,127 7,739

Amounts owed by subsidiary companies are unsecured, interest-free and, with the exception of the subordinated
loan to Braemar Group Limited, are repayable on demand

Creditors amounts failing due within one year

Trade creditors

Amounts owed to subsidiary undertakings
Deferred tax

Accruals

Other creditors

Total creditors due within cne year

2013 2012
£'000 £'000
30 8
23,747 20,260
19 -
1,374 1,455
120 -
25,290 21,723

Amounts owed to subsidiary companies are unsecured, interest-free and are repayable on demand
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Creditors amounts falling due after more than one year

The creditors balance of £4,482,000, faling due after more than one year, relates to the directors' best estimate
of the deferred consideration payable in respect of the clent relattonships and subsidiary underiakings that were
acquired by the Company Deferred consideration 1s measured at its fair value based on the discounted expected
future cash flows

Called up share capital and share premium account

The movements in share capital and share premium dunng the year were as follows

Share

Number of Share premium
shares capital account Total
£'000 £'000 £'000
At 1 July 2011 10,788,167 108 4,125 4,233
Shares 1ssued 139,329 1 298 299
At 30 June 2012 10,927,496 109 4,423 4,532
Shares 1ssued 2,420,478 24 27,445 27,469
At 30 June 2013 13,347,974 133 31,868 32,001

The total number of ordinary shares, issued and fully paid at 30 June 2013 was 13,347,974 (2012 10,927,496)
with a par value of 1p per share Excluding 212,172 (2012 151,139) treasury shares held by the EBT, the
Company had 13,135,802 (2012 10,776,357) ordinary 1p shares n 1ssue as at 30 June 2013

Long Term Incentive Scheme

The Group established an Employee Benefit Trust (EBT') on 3 December 2010 to acquire ordinary shares in the
Company to satisfy awards under the Group's Long Term Incentive Scheme (LTIS"} and other share-based
payment schemes (note 24) At 30 June 2013, the EBT held 212,172 (2012 151,139) 1p ordinary shares in the
Company, acquired for a total consideration of £2,544 000 (2012 £1,765,000) The market value of these shares
was £3,044 668 (2012 £1,738,000) They are presented as treasury shares in the Group financial statements
and their cost has been deducted from retained earnings within shareholders’ equity

The Company has made annual awards under the LTIS to executive directors and other senior executives The
conditional awards, which vest three years after the grant date, are subject to the satisfaction of specified
performance cnternia, measured over a three year performance peried All such conditional awards are made at
the discretion of the Remuneraticn Commuttee
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Reserves

2013 2012

£'000 £'000
Share option reserve
At beginning of the year 1,912 1,210
Share-based payments 1,11 702
At end of the year 3,023 1,912
Revaluation reserve
At beginning of the year 94 61
Revaluation of available for sale investments (&3] 33
Deferred tax on revaluation {22) -
At end of the year 63 94
Profit and loss account
At beginning of the year (766} 89
Profit for the financial year 2,902 1,654
Dividends paid (2,184) (1,724)
Purchase of own shares (779) (785)
At end of the year {827) (766)
Reconcihation of movements in total shareholders' funds

2013 2012

£000 £'000
Profit for the financial year 2,902 1,654
Revaluation of investments {31) 33
Total recognised gains and losses for the financial year 2,8M 1,687
Dividends paid (2,184) (1,724)
Share-based payments 1,11 702
Issue of new shares 27,469 299
Purchase of own shares by EBT (779) {785)
Net additions to shareholders' funds 28,438 179
Opening shareholders' funds 5,772 5,593
Closing shareholders’ funds 34,260 5,772
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Lease commitments

The Company leases office premises under non-cancellable cperating lease arangements The future aggregate
minimum lease payments under these leases are as follows

2013 2012

£'000 £'000
Within one year acs 734 ,
Second to fifth years inclusive 1,626 1,464 !
After five years 38 -

Related party transactions
The Company has applied the exemption avallable under FRS 8 in electing not to disclose transactions and

balances with its wholly owned subsidiary companies Details of related party transactions with directors are
detailed in note 31 of the consolidated financial statements
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Enclosed with this document s a notice convening the annual general meeting of the company for 17 October
2013 This explanatory note gives further information on resolutions numbered 2 to 10 set out In the notice of
AGM

Resolution 2 - To declare a final dividend

The directors recommend a final dividend of 16 pence per ordinary share Subject to approval by shareholders,
the fina! dividend will be paid on 18 October 2013 to shareholders on the register on 20 September 2013

Resolutions 3 to 5 — Te re-elect certain of the directors

The company’s articles of association state that one third of the directors {or the nearest whole number closest to
cne third) must retire from office at each annual general meeting and offer themselves for re-election In addition,
any director who has been in office for more than three years since their last appontment or re-appointment
should also retire and offer themselves for re-election Chrnistopher Macdonald, Christopher Knight and Colin
Harns are therefore offering themselves for re-election on this basis

Information on each of the directors standing for re-election is set out below The board confirms that each of the
directors offering themselves for re-election has extenswve relevant expenence of the group and its business The
board 15 therefore of the opinton that all such persons should be re-elected to the board

Christopher Macdonald (52) 1s the Chief Executive of the Group He i1s a qualified investment manager and was
a founding director of the company in 1991 Chris has worked in investment management and financial services

since the start of his career In 1982 and has won several investment management awards

Chris 1s also the non-executive director of the Invesco AiM VCT and an associate of the Institute of Continuing
Professional Development

Chnstopher Knmight (67) has been a non-executive director of Brooks Macdonald Group since 2002, he was
appointed Chairman in 2005

A chartered accountant, Chris was an investment banker for nearly 30 years, for much of that time with Morgan
Grenfell and, following its takeover, with Deutsche Bank He has extensive corporate finance expenence gamned
during his banking career in London, New York and Hong Kong

He 1s a nhon-executive director of Intertek Group plc and of Powerflute Oy

Colin Harns {60) became a non-executive director of the Group 1n 2010 Now retired from full ime employment,
Colin's career culminated in a number of senior management roles at Newton Investment Management which

included Chief Executive and Deputy Chairman

He 1s a qualfied solicitor and before joining Newton was the senior legal counsel at international insurance
brokers Alexander & Alexander Inc {now part of Aon)

A copy of each service contract 1s available for inspection at the registered office of the company and will be
avallable for inspection at the annual general meeting

Resolution 6 — To appoint PricewaterhouseCoopers LLP as auditors

This Resolution proposes that PricewaterhouseCoopers LLP should be appointed as the company's auditors and
authonses the directors to determine their remuneration
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Resolution 7 — Authonty to allot shares

The Companies Act 2006 prevents directors from alloting unissued shares without the authornity of shareholders
in general meeting In certain circumstances this could be unduly restnctive The directors’ existing authonty to
allot shares, which was granied at the annual general meeting held in 2012, will expire at the end of this year's
annual general meeting

Resolution 7 in the notice of annual general meeting will be proposed, as an ordinary resolution, to authonse the
directors to allot ardinary shares of 1 pence each in the capital of the company up to a maximum nominal amount
of £44,490 (1e up to 4,449,000 ordinary shares) representing approximately 33% of the ordinary shares in issue
on 10 September 2013 The company does not currently hold any shares n treasury

The authonty conferred by this resolution will expire on the date which is fifteen months after the passing of this
resolution or, if sooner, at the end of next year's annual general meeting

Resolution 8 — To disapply pre-emption rights

Unless they are given an appropriate authority by shareholders, if the directors wish to allot any of the urissued
shares for cash or grant nghts over shares or sell treasury shares for cash (cther than pursuant to an employee
share scheme) they must first offer them te existing shareholders in proportion to their existing holdings This 1s
known as pre-emption nghts

The existing disapplication of these statutory pre-emption nights, which was granied at the annual general
meeting held in 2012, will expire at the end of this year's annual general meeting Accordingly, resolution 8 in the
notice of annual general meeting will be proposed, as a special resolution, to give the directors power to allot
shares without the application of these statutory pre-emption nights first, in refation to offers of equity secunties
by way of nights 1ssue, open offer or similar arrangements, and second, in relation to the allotment of equity
secunities for cash up 1o a maximum aggregate nominal amount of £13,340 (1e up to 1,334,000 ordinary shares)
representing approximately 10% of the ordinary shares in 1ssue on 10 September 2013

The authonty sought and limits set by this resolution will also apply to a sale by the company of any shares 1t
holds as treasury shares The Treasury Share Regulations allow shares purchased by the company out of
distnbutable profits to be held as treasury shares, which may then be cancelled, sold for cash or used to meet the
company's obligations under its employee share based incentive schemes Any subsequent transfers of treasury
shares by the company to satsfy the requirements of employee share-based incentive schemes will be counted
towards the ant-dilution Iimits for such share Issues to the extent required by the Association of Bntish Insurers
guidelnes

The power conferred by this resolution will expire on the date which falls fifteen months after the passing of this
resolution or, If sooner, at the end of next year's annual general meeting

Resolution 9 - Company’s authority to purchase its own shares

Resolutton 9 in the notice of annual general meeting, which will be proposed as a special resolution, will
authorise the company to make market purchases of up to 1,334,000 ordinary shares The existing authonty to
make market purchases of ordinary shares, which was granted at the annual general meeting held in 2012, will
expire at the end of this year's annual general meeting

The number of ordinary shares stated in this resolution equals approximately 10% of the company’s ordinary
shares In 1ssue on 10 September 2013 The minimum price that may be paid 1s the nominal value of an ordinary
share (1e 1 pence), and the maxmum prce shall not exceed 5% above the average of the middle market
quotatons for an ordinary share for the five business days before each purchase is made (exclusive of
expenses)
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The authonty conferred by this resolution will expire on the date which falls fifteen months after the passing of this
resolution or, If sooner, at the end of next year's annual general meeting

The directors are committed to managing the company’s capital effectively Although the directors have no plans
to make such purchases, buying back the company’s ordinary shares 1s one of the options they keep under
review Purchases would only be made after considenng the effect on earnings per share, and the benefits for
shareholders generally

The company may hold in treasury any of its own shares that it purchases pursuant o the Treasury Share
Regulations and the authonty conferred by this resotution This would give the company the ability to re-issue
treasury shares quickly and cost effectively and would provide the company with greater flexibility in the
management of its capital base

Resolution 10 — Adoption of the Brooks Macdonald Group Company Share Option Plan

The Company 1s seeking approval for the establishment of the Brooks Macdonald Group Company Share Option
Plan (the “CSOP") The CSOP, which 1s intended to be approved by HM Revenue & Customs, 1s designed to
help the Company incentivise and retain key employees in a way that s tax efficient and aligned with
shareholders’ interests while being sensitive to the current economic and market environment A summary of the
main features of the CSOP 15 set out in the Appendix to this document
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APPENDIX

Summary of the principal terms of the Brooks Macdonald Group Company Share Option Plan (the
!ICSOPII)

Operation

The Remuneration Committee of the Board of Direclors of the Company (the “Committee”) wili supervise the
operation of the CSOP

Eligibility

The Company or the Trustee of the Company’'s employee benefit trust (the "Grantor”) may grant options over
ordinary shares in the capital of the Company (“Options”) to employees and directors of the Company and iis
subsidianes

Options

Options may normally only be granted within the peniod of 42 days after the CSOP receves formal approval from
HMRC or the announcement of the Company's results for any period Options may also be granted within 21
days after the falling away of any restrictions which prevented grants being made dunng such 42 day penod
Options may be granied at other times in exceptional circumstances It 1s intended that the first awards will be
made shortly following the adoption of the CSOP

The exercise pnce at which each share subject to the Option may be acquired will be set at the date of grant and
will not be less than the market value of the share at that time

An Option cannot be granted more than 10 years after the CSOP receives formal approval from HMRC
No payment 1s required for the grant of an Option

Options will vest, and become exercisable, on or shortly after the third anmiversary of the date of grant subject
normally to continued employment and the satisfaction of performance conditions (as furtther descrbed below)

Satisfaction of Awards

It 1s envisaged that ordinary shares required under the CSOP will generally be purchased in the market by the
Company's employee benefit frust, funded by the Company However the Company may satisfy awards by
Issuing shares or transferring shares out of treasury, subject to the following dilution limits

() The number of ordinary shares required to be 1ssued to satisfy the Options granted under the CSOP or any
of the Company’s other employee share schemes in any rolling ten year penod shall not exceed 15% of the
Company's 1ssued share capital from time to time

()  The number of ordinary shares required to be i1ssued to satisfy the Options granted under the CSOP or any
of the Company’s other discretionary employee share schemes in any rolling ten year period shall not

exceed 10% of the Company’s issued share capital from time to time

For the purpose of these lmits, shares transferred from treasury shall be included until such time as the
guidehines published by the ABI permit such shares to be excluded

A participant may at any time hold Options over ordinary shares with a total market value, as at the date of grant,
of no more than £30,000 {cr the relevant statutory mit at the time of grant)
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Performance Conditions

Any performance condition wili be set by the Grantor at the time the Options are granted Options granted to
directors of the Company will be subject to performance conditions However, the Grantor shall have discretion to
grant Options without performance conditions to employees who are not directors

If events have occurred which cause the Grantor to consider that a performance condition 1in respect of an Option
has become unfair or impractical, it may n its discretion amend waive or relax such condition so that it would
represent an equivalent achievement to when it was onginally imposed or last amended or relaxed, as the case
may be

The performance condition in respect of the first Options to be granted under the CSOP 15 that there must be an
increase in the diluted earmings per share of the Company of 2 per cent per annum more than the increase in the
Retall Prces Index over the three financial years starting with the financial year in which the Option 1s granted

Termination of Employment

Options held by participants who cease to be employed by a member of the Company’s group In circumstances
in which they are “good leavers® will vest and be exercisable for a period of six months (or 12 months i the case
of death) from cessation of employmeni, provided the performance condition (f any) has been satisfied (as
measured over the shortened period) In such a circumstance, there will be a pro-rata reduction in the size of the
Option correspanding to the proportion of the vesting period which has elapsed (unless the Committee
determines that it would be inappropriate to apply a pro-rata reduction)

A “good leaver” is a person who ceases to be an employee of a member of the Company's group by reason of
injury, disability or redundancy {within the meaning of the Employment Rights Act 1996), retirement by agreement
with his employer, his employing company ceasing to be a member of the Company's group or the business In
which he 1s employed being transferred outside the group

Corporate Events

in the event of a takeover, scheme of arrangement or winding up of the Company (cther than in respect of an
internal corporate reorganisation) all Options will vest early subject to

(0 the extent that the performance condition (if any) has been satisfied at that time (measured over the
shortened period), and

(1) the pro-rating of the Options to reflect the reduced penod of ime between their grant and vesting (although
the Committee can decide not to pro-rate an Option if it regards It as inappropriate to do so in the particular
circumstances)

In the event of an internal corporate reorganisation, Options wili be replaced by equivalent new options over
shares in the new helding company and the new options will continue to vest in accordance with the rules of the
CSOP

Varnation

On any variation of the share capital of the Company, the number and nominal value of any ordinary shares

compnised in an Option may be vaned in such manner as the Committee may in its absolute discretton determine
to be fair and reasonable
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Rights attaching to shares \

Any ordinary shares 1ssued or transferred when an Option 1s exercised will rank equally with the ordinary shares
then in 1ssue (except for nghts ansing by reference to an eadier record date)

Assignment
Options granted under the CSQOP shall not be transferable or assignable

Amendment

The Committee may amend the CSOP in any way it thinks fit save that
() the provisions relating to

a) the persons to whom Options can be granted,

b) the himitations on the number of shares subject to Options,

¢) the maximum entitlement for any one participant, and

d) adjustments to be made in the event of a vanation in the share capital of the Company, 1

cannot be altered to the advaniage of a participant without the pnor approval of shareholders in general
meeting (save for minor amendments to benefit the administration of the CSOP, to take account of any
change in legislation or to obtain or maintain favourable tax, exchange control or regulatory treatment for
participants, the Company or its subsidiaries), and

(1) no amendment shall be made which would alter adversely any of the existing nghts of a participant unless
the amendment 1s made either with the consent of the participant or required by law

General

Benefits under the CSOP will not be pensionable
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Company registration number 4402058

Notice 1s given that the annual general meeting of Brooks Macdonald Group plc (the “Company”) will be held at
111 Park Street, London, W1K 7JL on Thursday 17 October 2013 at 9 30 a m for the following purposes

Ordinary Business
To resolve as ordinary resolutions

1 To receve and consider the accounts and reports of the directors and the auditors for the year ended 30
June 2013

2 Todeclare a final dividend of 16 pence per ordinary share for the year ended 30 June 2013
3 To re-elect Chnistopher Macdonald as a director

4  To re-elect Chnstopher Knight as a director

§ Tore-elect Colin Harris as a director

6 To appoint PrcewaterhouseCoopers LLP as the Company's auditors and to authonise the directors 1o
determine their remuneration

Special Business
Directors’ authority to allot shares
To resclve as an ordinary resolution

7 That the directors be generally and unconditionally authonsed pursuant to section 551 of the Companies Act
2006 {the “Act") to exercise all the powers of the Company to allot shares in the Company and to grant nghts
to subscnbe for, or to convert any security into, shares in the Company (“Relevant Secunties™), up to a
maximum aggregate nominal amount of £44,490, for a perod expiring (unless previously revoked, vaned or
renewed) on the date which 1s fifteen months after the passing of this resolution or, if sooner, the end of the
next annual general meeting of the Company However, in each case the Company may, before such expiry,
make an offer or agreement which would or might require Relevant Secunties to be allotted after this
authonty expires and the directors may allot Relevant Secunties in pursuance of such offer or agreement as
if this authonty had not expired

All previous unutiised authonties given to the directors pursuant to section 551 of the Act shall cease to have
effect at the conclusion of the annual general meeting, save to the extent that those authorntes are
exercisable pursuant to section 551(7) of the Act by reason of any offer or agreement made prior to the date
of this resolution which would or might require shares to be allotted or nghis to be granted on or after that
date
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Disapplication of pre-emption nghts
To resolve as a special resclution

8 That, subject to the passing of resolution 7 above, the directors be generally empowered pursuant to
sections 570 and 573 of the Act to allot equity secunties (within the meaning of section 560 of the Act) for
cash, pursuant to the authonty conferred by resolution 7, as if section 561 of the Act did not apply to such
allotment, provided that this power shall expire on the date which 1s fifieen months after the passing of this
resolution or, If sconer, the end of the next annual general meeting of the Company This power shall be
hrmited to the allotment of equity secunties

81 in connecticn with an offer of equity secunties {including, without imitation, under a nghts 1ssue, open
offer or similar arrangement) in favour of holders of ordinary shares in the capital of the Company In
proportion (as nearly as may be practicable) to ther existing holdings of ordinary shares but subject to
such exclusions or other arrangements as the directors deem necessary or expedient in relation to
fractional entitlements or any legal, regulatory or practical problems under the laws of any terntory, or
the requirements of any regulatory body or stock exchange, and

§2 otherwise than pursuant to paragraph 8 1 up to an aggregate nominal amount of £13,340,

but the Company may, before such expiry, make an offer ar agreement which would or might require
equity secunties to be allotted after this power expires and the directors may allot equity secunties in
pursuance of such offer or agreement as if this power had not expired

This power applies In relation to a sale of shares which 1s an allotment of equity secunties by virtue of
section 560(2)(b) of the Act as if in the first paragraph of this resolution the words “pursuant to the
authonty conferred by resolution 7" were omitted

All previous unutiised powers given to the directors pursuant to sections 570 and 573 of the Act shall
cease to have effect at the conclusion of this annual general meeting

Company's authonty to purchase its own shares
To resolve as a special resolution
9 That the Company be generally authonsed pursuant to section 701 of the Act to make market purchases
(within the meaning of section 693(4) of the Act) of ts ordinary shares of £0 01 each on such terms and in
such manner as the directors shall determine, provided that
91 the maximum number of ordinary shares hereby authonsed to be purchased 1s 1,334,000,
g2 the maximum price which may be payd for each ordinary share shall be 5% above the average of the
middle market quotations for an ordinary share {as derived from The Stock Exchange Daily Official List)
for the five business days immediately before the day on which the purchase 1s made (in each case
exclusive of expenses),
93 the minimum price which may be paid for each ordinary share shall be £0 01, and
94 this authonty (unless previously revoked, vaned or renewed) shall expire on the date which s fifteen
months after the passing of this resolution or, If sooner, the end of the next annual general meeting of

the Company, except In relation to the purchase of ordinary shares the contract for which was
concluded before such date and which will or may be executed wholly or partly after such date
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Adoption of the Brooks Macdonald Group Company Share Option Plan
To resolve as an ordinary resolution

10 That the Brooks Macdonald Group Company Share Option Plan (the "CSOP"), a copy of the draft rules of
which 15 produced to the meeting initialled by the Chairman for the purposes of identfication and the
principal terms of which are summansed in the Appendix, be adopted, that such rules be and are hereby
approved in the form of the draft subject to any amendments which may be required 1n order to obtain the
approval of HM Revenue & Customs and that the directors be and are hereby authonsed to do all acts and
things which they may consider necessary or expedient for implementing, giving effect to and operating the
CSOP

By order of the Board

Simon Jackson
Secretary
10 September 2013

Registered office
111 Park Street, London, W1K 7JL
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NOTES
Rights to appoint a proxy

1 Members of the Company are entilled to appoint a proxy to exercise all or any of thewrr nghts to attend and to
speak and vote at a meeting of the Company A proxy does not need to be a member of the Company A
member may appoint more than one proxy in relation to a meeting provided that each proxy 1s appointed 1o
exercise the nights attached to a different share or shares held by that member

2 A proxy form which may be used to make such appointment and give proxy direchons accompanies this
notice If you do not receive a proxy form and beheve that you should have one, or if you require additional
proxy forms in order to appoint more than one proxy, please contact Capita Registrars Limited, PXS, 34
Beckenham Road, Kent BR3 4TU

Procedure for appointing a proxy

3 To be valid, the proxy form must be recewved by post or (dunng normal business hours only) by hand at
Capita Registrars Limited, PXS, 34 Beckenham Road, Kent BR3 4TU no later than 9 30 a m on Tuesday 15
October 2013 It should be accompanied by the power of attorney or other authonty (if any) under which it 1s
signed or a notanally certified {(or cerified by a solicitor with a current practising certificate) copy of such
power or authonty

4  The return of a completed proxy form will not preclude a member from attending the annual general meeting
and voting in person if he or she wishes to do so

Record date

5 To be entitled to attend and vote at the annual general meeting {and for the purpose of the determination by
the Company of the votes they may cast), members must be registered in the register of members of the
Company at 6 00 pm on Tuesday 15 October 2013 (or, in the event of any adjoumment, at 6 00 pm on the
day 48 hours before the time of the adjourned meeting) Changes to the register of members afler the
relevant deadiine will be disregarded In delerrmining the nght of any person to attend and vote at the
meeting

Corporate representatives

8 Any corporation which 1s a member can appoint one or more corporate representatives who may exercise on
its behalf all of 1s powers as a member provided that they do not do so in relation to the same shares

Other nghts of members

7 Any member attending the meeting has the nght to ask questions The Company must cause to be
answered any such question relating to the business being dealt with at the meeting but no such answer
need be given if (a) to do so would interfere unduly with the preparation for the meeting or involve the
disclosure of confidential Information, (b) the answer has already been given on a website In the form of an
answer to a question, or () 1t 1s undesirable in the interests of the Company or the good order of the meeting
that the question be answered
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Documents avallable for inspection

8

There will be availlable for inspection at the registered office of the Company during normal business hours
on any weekday (excluding Saturdays and public holidays) and at the place of the meeting for at least 15
minutes prior to and durnng the annual general meeting copies of

« the service contract of each executive director, and
« the letter of appointment of each non-executive director
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Please read the notice of meeting and the explanatery notes below before completing this form

1AVe (see note §) Name

Address

being a member/members of the above-named Company hereby appont the charrman of the meeting (see note 6} OR

Name

Address

as myfour proxy to attend, speak and vote i my/our name and on my/our behalf at the annual general meeting of the Company to be
held on 17 October 2013 at 9 30 am and at any adjoumnment thereof

I:l Please tick this box if this proxy appointment 1$ one of multipfe appointments being made by the same member (see note 2)

The above proxy 1s appointed to exercise the rights attached to {all] OR Number shares l (see notes 1 and 2) of
the ordinary shares held by me

Hwe direct my/our proxy to vete on the resolutions set cut 1n the notice of annual general meeting as Iawe have indicated by placing a
mark in the appropnate box below (see notes 7 and 8)

Ordinary Business FOR AGAINST | VOTE WITHHELD

Resolution 1 To receive and consider the Annual Report and Accounts for the year
ended 30 June 2013

Resolution 2 To declare a final dividend of 16 pence per ordinary share

Resolution 3 To re-elect Chnstopher Macdonald as a director

Resolution 4 To re-glect Chnstopher Knight as a director

Resolution 5 To re-elect Colin Harns as a director

Resolutlon 6 To appoint PricewaterhouseCoopers LLP as the Company’s auditors and
to authonse the directors to determine their remuneration

Speocial Business

Resolutlon 7 Ordinary resolution to give the directors authonty to allot shares

Resolution 8 Spectal resolution to give the directors power to disapply pre-emption
rights 1n relation to the allotment of shares

Resolution 9 Spectal resolution to give the Company a general authonty to purchase
its own shares

Resolution 10 Ordinary resolution to approve the adoption of a Company Share Option
Ptan

Signature Date / /12013

{To be vahd, this proxy form must be signed) (see note 11)

NOTES

Your rights to appoint a proxy

1 As a member of the Company you are entitled o appoint 2 proxy to exercise all or any of your nghts lo attend and to speak and vote at a meeting of the Company
A proxy does not need to be a member of the Company You may appaint more than ong proxy in relation ta a meeting pronded that each praxy 18 appointed to
exarcise the nghts attached to a different share or shares helg by you

2 You may appoint a proxy wn respect of all or some only of the shares held by you |If you do not want to appoint a proxy in respect of all of the shares held by you
delete the word *all" in squara brackets and insert the number of shares n respect of which you wish to appoint your proxy In the box provided  If you sign and
ratum this proxy form with no number inserted you will be deemed to have appointed your proxy In raspect of all of the shares held by you

3 M you require addibonal proxy forms in order to appoint more than one proxy, please contact the Company's registrar Capsta Registrars Limited or you may copy
this fom  Please indicate by ticking the box provided ¢ the proxy eppontment 1s one of multiple appainimants being made  You must also indicate in the separate
box the number of shares in relation to which lhe proxy holder 1s authonsed to act as your proxy  All proxy forms must be signed and should wheraver possible be
ratumad together in one envelape

4 If you appont a proxy this does not praclude you from attending the meeting end voting in person

Procedurs for appointing a proxy

5  Please inser your full name and address in block capitals in the box

6 To appoint as your proxy a person other than the chaiman of the meeting delete the words 1n square brackets and insert the (ull name and addrees of your chosen
proxy i block capitals in the box  If you sign and retum this proxy form wath no name inserted in the box, the chawrman of the mesting will be deemed 1o be your
proxy Vvhere you eppont a3 your proxy somaone other than the charman of the meeting it 18 your rasponsibiity to ensure thai that person attends the meeting and
18 awara of your voling intentions  If you wish your proxy to make any comments an your behalf you will need to appoint someone other than the chairman of the
meehing and giva that person your directions

Directing your proxy how to vote

7 To duwact your proxy how to vota en the resofutions mark the appropnate box with a "#or an *X" Il no voting direction 15 grven, your proxy can vote or abstain from
yoling as ha or she choeses Your proxy has the night to vote (or abstan from voling) as he or she chooses in relation to any cther business (including a resolution
to adjourn the mesting or to amend a resoluton) which may properly come before the meeting

8  The “vote withheld oplion 18 provided to enable you o abstan on any particutar resolution  However it should be noted that a “vote withheld® 15 not a vote in law
and will not ba counted m the calculation of the proportion of the votes “for” and “against’ a resolution







BROOKS MACDONALD GROUP PLC ANNUAL REPORT & ACCOUNTS 2013

Form of Proxy
Annual General Meeting 17 October 2013 at 9 30am

Other

9  Tobe valid this proxy form must be received by post or {dunng normal business hours only) by hand et Capita Registrars Limted PXS 34 Beckenham Road, Kent
BR3 4TU no later than 9 30am on Tuesday 15 October 2043

10 In the case of joint holders of any share where more than one of the joint holders purporis to appoint a proxy in respect of the same share, only the appomntment
submutted by the person whose name stands first in the register as one of the joint holders will ba accepted

1% This proxy form must be signed and dated by the member or his or her atiorney duly authonsed in wnting  In the case of a member which 18 a company, this proxy
form must ba executed under its common seal or signed on its behalf by an officer of the company or an altermay for the company  Any power of attornaey or other
authonty under which this proxy form 18 signed or a copy of such power or authonty must be included with the proxy form

12 In accordance with Regulation 41 of the Uncertificated Secunties Regulations Act only those shareholders entered on the register of members at € Q0pm on
Tuesday 15 October 2013 are entifed 1o attend and voe at the Annual General Maeting 1o be held at 9 30am on 17 October 2013
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