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BNY Mellon Investment Management EMEA Limited
(formerly BNY Mellon Asset Management International Limited)

Strategic report

In accordance with Section 414A(1) of the Companies Acts 2006, we have prepared the Strategic report
which includes a review of BNY Mellon Investment Management EMEA Lunited (“the Company™)
business and future developments, a description of the principal nisks and uncertamties facing the group
and key performance indicators

The Company has continued to operate profitably and there have been no sigmificant changes in the
Company’s core operations during the year

As part of on-going legal entity restructuring, the Company disposed of its 100% holding in BNY Mellon
Investment Management Korea Limited, a company incorporated 1in South Korea The company injected
RMB 49,000,000 (equivalent to £5,204,000) into BNY Mellon Western Fund Management Company
Limited)

Management have conducted an impatrment assessment on the carrying value of the investment 1n a jomt
venture This has resulted 1in an impairment of £9,200,000 which has been charged to the profit and loss
account in the year (see note 12)

The Company’s key financial and other performance indicators during the year were as follows

2013 2012 Change

£000 £000 %
Turnover 105,943 90,580 17%
Administrative expenses (71,668) (59,407) 21%
Net assets 111,294 106,268 5%

Turnover mcreased by £15,363,000 (17%) during the year The Company's revenues are driven mainly
from the value of assets managed and thus are impacted by stock market condittons and sales of BNY
Mellon products. Average stock market levels rose by 8% year-on-year and this, combined with strong
new busimness levels in 2013, have helped to grow revenue

Administrative expenses increased by £12,261,000 (21%) during the year This movement reflects
mcreased expenditure on wages and salanes including market dniven and discretionary incentive plan
expenses Higher net inter-company charges were also a sigmificant contributing factor to the increase

Profit on ordinary activities before taxation includes interest receivable, interest payable and foreign
exchange gains and losses not included in operating profit Year-on-year net charges from these sources
decreased by £391,000, reflecting lower foreign exchange losses on intercompany exposures The
Company has 1ts largest foreign exchange exposure to US Dollars, Japanese Yen and Euros

Net assets mcreased 5% during the year, predominantly reflecting the current year profit after tax offset
by the £15,000,000 dividend paid in the year

Future developments

During 2014, the Company will continue to develop and launch new products and services to clients and
seek to optimise fund management capabilities within the BNY Mellon group

By order of the Board
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5 J M Spence
Director

BNY Mellon Investment Management EMEA Limited
BNY Mellon Centre

160 Queen Victoria Street

London

EC4V 4LA

(7 April 2014

Registered number 1118580




BNY Mellon Investment Management EMEA Limited
(formerly BNY Mellon Asset Management International Limited)

Directors’ report
The directors present their report and financial statements for the year ended 31 December 2013
Change of name

On 27 January 2014, the Company changed its name from BNY Mellon Asset Management International
Limited to BNY Mellon Investment Management EMEA Limited

Principal activities

The princtpal activities of the Company 1s to market, sell and distribute the mvestment management
capabilities of fellow BNY Mellon investment management subsidiaries and a series of BNY Mellon
fund ranges registered in the UK, Ireland and Luxembourg to institutions, financial intermediaries and
retail clients In 1ts role as an investment manager, the Company typically delegates the sub-advisory
functton to other BNY Mellon mvestment management subsidiaries

The Company 1s headquartered n London and has branch and representative offices in major financial
centres, including Amsterdam, Madnid, Milan, Pans, and Zurich and affihated offices 1n Johannesburg,
Dubat and Santiago The Company has a 49% jomt venture mterest in BNY Mellon Western Fund
Management Company Limited, a company mcorporated in China

The Company 1s authorised by the Financial Conduct Authonty (“FCA”) following the separation of the
Financial Services Authonty (“FSA™) into the separate regulatory authorities on 1 April 2013 All the
Company’s activities during the year were regulated and conducted within the scope of permissions
granted to the Company by the FCA

Results and dividends
The profit for the year after taxation amounted to £16,963,000 (2012 £22,709,000)

Intennim dividends pawd during the year amounted to £15,000,000 (2012 £ml) The directors do not
recommend a final dividend for the year ended 31 December 2013 (2012 £nil)

Risk management

The Company 1s a BIPRU limited licence firm and 1s regulated by the FCA Capital and other financial
returns are prepared and submitted to the regulator on a quarterly basis At 31 December 2013, surplus
regulatory capital as reflected within the Company’s regulatory returns amounted to £34,536,000 (2012
£34,207,000) The year-on-year surplus regulatory capital increase reflects 2012 profit after tax offset by
dividends paid during the year and higher Individual Capital Guidance deduction

Gaovernance and policies

Poltcies and procedures are 1n place to govern and manage the business Suitable policies and procedures
have been adopted by the Company i order to ensure an appropriate level of nsk management 1s
directed at the relevant element of the business

Governance of the Company 1s the ultinate responsibility of the Board of Directors The Board 1s
responsible for the ongoing success and development of the Company’s business as well as setting the
risk appetite for the firm as part of the risk framework

Key commuttees are m place to oversee the rnisk management function and to ensure adequate risk
management and controls are 1n place Each commuittee has clearly stated terms of reference and
reporting lines  Significant 1ssues anising from these committees may be reported up to the approprate
EMEA or Asset Management committee The committees’ remit extends to other companies within the
BNY Mellon Investment Management EMEA (IM EMEA) business




BNY Mellon Investment Management EMEA Limited
(formerly BNY Mellon Asset Management International Limited)

Directors’ report — continued
The key commuttees mclude

o IM EMEA Executive Operating Committee, The Executive Operating Commuitee 15 the semor
governance and decision making forum within the Company and 1s made up of directors and
senior managers A number of committees report up to the Executive Operating Commuttee

¢ M EMEA Risk and Comphance Committee, The Company also operates a monthly Risk and
Compliance Commuttee, chared by the Head of Compliance and attended by the Head of Risk
Management, directors and other senior managers. The commuttee receives a report from the
Head of Risk Management on current risk 1ssues and activities

There are a number of regional key oversight commitices in place to builld on the Corporate Global Risk
Management Framework The BNY Mellon EMEA (Europe, Middle East, and Afirica) Senior Risk
Management Committee which has an oversight responsibility covering the major nisk sources, including
Comphance of the EMEA region, 15 the most senior committee The BNY Mellon EMEA Senior Risk
Commuittee 18 attended by semior risk managers and business chief operating officers Reports are
provided and reviewed covering the nisk sources and any 1ssues that need monitoring The BNY Mellon
EMEA Senior Risk Management Committee has a number of sub commuttees focussing on specific areas
of nisk

Risk management process

The lines of business are responsible for actively identifying the nisks associated with their key business
processes, business change or external threats, identifying and assessing the quality of controls n place to
mutigate risk and assigning accountability for the effectiveness of those controls The objective of this
detailed self-assessment 15 to prevent or minimise

¢  Errors or service dehivery failures, especially those with impact on chents
* Financial losses

¢ Comphance breaches

e Reputational damage

The Company utilises the BNY Mellon Operational Risk Platform to achieve the above The platform 1s
used to mamtain nisk and control self-assessments, high level assessments, key risk indicators and
tracking of operational risk events Risk Management works in partnership with the business to ensure
that there 1s adequate understanding and assessment of, and accountability for, all risks that relate to the
Company

The Risk Appetite at Bank of New York Mellon Corporation group (“the Group™) level 1s set and owned
by the BNY Mellon Board of Directors, giving the overall strategy and willingness to take on risk at a
global level The Company’s risk appefite 15 commensurate with local business and regulatory
requirements, within the guidance set by the group and m coordmation with the relevant business
expertise

Risks of the Company are measured, monitored and reported monthly to the IM EMEA Risk and
Compliance Committee as part of the rnsk management framework which has been adopted

Credit risk

Credit nisk covers default risk from counterparties or clients for loans, commitments, securities, and other
assets where realisation of the value of the asset 1s dependent on counterparties® ability to perform

Market risk
Market nisk 1s the risk of loss due to adverse changes in the financial markets Market nisk arises from

foreign exchange exposure in respect of revenue, expenses, deposits and borrowmngs, and interest rate
exposure on cash balances, deposits and borrowings

5




BNY Mellon Investment Management EMEA Limited
(formerly BNY Mellon Asset Management International Limited)

Directors’ report — continued

Operational risk

Operational nisk s the nsk of loss resulting from wmadequate or falled internal processes, people, and
systems or from external events including the potential for loss that anses from problems with
operational processing, human error or omission breaches in nternal controls, fraud, and unforeseen
catastrophes

Liquidity risk

Liquidity nisk 1s the nisk that a firm, although balance sheet solvent, cannot mamtain or generate
sufficient cash resources to meet its payment obligations n full as they fall due, or can only do so at
materially disadvantageous terms

Business risk

Business nsk includes nisk to a firm ansing from changes in 1ts business, including the risk that the firm
may not be able to carry out its business plan and its desired strategy

Compliance risk

Compliance nisk covers the nisk relating to earnings or capital from violation, or non-conformance with
laws, rules, regulations, prescribed practices or ethical standards which may, in turn, expose the firm and
1ts executors to fines, payment of damages, the voiding of contracts and damaged reputation

Pillar 3 nsk disclosures

Basel Il Pillar 3 disclosures about the Company {capital and risk management) are covered by the BNY

Mellon Investment Management (Europe) Holdings Limited group disclosures which can be found on the
group website (http //www bnymellon com/investorrelations/filings/ndex html)

Employees

The Company 1s committed to a best practice approach to consult with employees on matters that are
likely to affect therr interests Information of general interest to employees s provided through the
ntranet, newsletters and notices and general dalogue between line managers and employees, all of
which seeks to achieve a common awareness of the financial and economic factors which impact on the
Company’s performance In addition the Company participates m the Group’s Employee Information &
Consultation Forum The Forum builds on existing communication channels and provides more formal
opportunities for dialogue between management and employees

The Company adopts a total rewards and pay for performance remuneration philosophy Any variable
remuneration incentives are discretionary, based on individual and busmess umt performance together
with other factors as determined from time to time 1n the context of the Company’s operating plans and
results and may be subject to deferral All employees have the opportunity to purchase stock through the
Group’s Employee Stock Purchase Plan and the key employees are ehigible to participate 1n a long term
incentive scheme which links their compensation to the growth n value and financial performance of the
Company

The Company 15 also commuitted to providing relevant traming and development opportunities, to include
achievement of professional qualifications, to enable each employee to successfully fulfil their job
responsibihities, and in addition, meet regulatory requirements The Company adheres to the principles of
Equal Employment Opportunity, and 15 commutted to facilitating employment opportunities for people
with disabilities




BNY Mellon Investment Management EMEA Limited
(formerly BNY Mellon Asset Management International Limited)

Directors’ report — continued
Directors

The directors who served during the year and up to the date of the report were as follows

Appointment Resignation

G A Brisk - -

A C Gordon 30 January 2014 -

J W Lewm - 15 March 2013
J F Lubran 29 January 2013 11 December 2013
M Oomen 17 Apnl 2013 -

P Pardi - -

S J M Spence - -

Directors’ indemnity provision

The articles of association of the Company provide that in certain circumstances the directors are entitled
to be indemnified out of the assets of the Company against claims from third parties m respect of certain,
habihties artsing 1n connection with the performance of their fiinctions, in accordance with the provisions
of the Companies Act 2006 Indemnity provisions of this nature have been 1n place during the year but
have not been utilised by the directors (2012 £mil)

Disclosure of information to auditor

The directors who held office at the date of approval of this Directors' report confirm that, so far as they
are each aware, there 1s no relevant audit mformation of which the Company’s auditor 1s unaware, and
each director has taken all the steps that he or she ought to have taken as a director to make himself or
herself aware of any relevant audit information and to establish that the Company’s auditor 1s aware of
that information

Auditor

Qur auditor, KPMG Audit Plc has instigated an orderly wind down of business The Board has decided to
put KPMG LLP forward to be appointed as auditor A resolution concerning their appointment will be
put to the forthcommng board meeting of the company

By order of the Board

I x écﬁ...q

S J M Spence
Director

BNY Mellon Investment Management EMEA Limited
BNY Mellon Centre

160 Queen Victona Street

London

ECAV 4LA

‘2 Apnl2014

Registered number 1118580




BNY Mellon Investment Management EMEA Limited
(formerly BNY Mellon Asset Management International Limited)

Statement of directors’ responsibilities in respect of the Strategic report, the
Directors’ report and the financial statements

The directors are responsible for preparing the Strategic report, the Directors' report and the financial
statements 1n accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that
law they have elected to prepare the financial statements in accordance with UK Accounting Standards
and applicable law (UK Generally Accepted Accounting Practice)

Under company law the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affars of the Company and of the profit or loss of the
Company for that period In preparing these financial statements, the directors are required to

e select suitable accounting policies and then apply them consistently,
e make judgments and estinates that are reasonable and prudent,

* state whether applicable UK Accounting Standards have been followed, subject to any matenal
departures disclosed and explained n the financial statements, and

»  prepare the financial statements on the going concern basis unless 1t 1s nappropriate to presume
that the Company will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Company's fransactions and disclose with reasonable accuracy at any time the financial
position of the Company and enable them to ensure that the financial statements comply with the
Compamies Act 2006 They have general responsibility for taking such steps as are reasonably open to
them to safeguard the assets of the Company and to prevent and detect fraud and other uregulanties

The directors are responsible for the mamtenance and integrity of the corporate and financial information
included on the Company's website Legislation in the UK governing the preparation and dissemimation
of financial statements may differ from legislation 1n other jurisdictions




BNY Mellon Investment Management EMEA Limited
(formerly BNY Mellon Asset Management International Limited)

Independent auditor’s report to the members of BNY Mellon Investment
Management EMEA Limited

We have audited the financial statements of BNY Mellon Investment Management EMEA Limited for the year
ended 31 December 2013 set out on pages 10 to 26 The financial reporting framework that has been applied 1n their
preparation 15 applicable law and UK Accounting Standards (UK Generally Accepted Accounting Practice)

This report 1s made solely to the Company’s members, as a body, n accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the Company’s members those
matters we are required to state to them in an auditor’s report and for no other purpose lo the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the Company and the Company’s
members, as a body, for our audit work, for this report, or for the opintons we have formed

Respective responsibilities of directors and auditor

As explained more fully 1 the Directors' Responsibilities Statement set cut on page 8, the directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair view Our
responsibility 1s to audit, and express an opinion on, the financial statements 10 accordance with applicable law and
International Standards on Auditing (UK and Ireland) [Those standards require us to comply with the Auditing
Practices Board's (APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements 15 provided on the Financial Reporting Council’s web-
site at www fre org uk/auditscopeukprivate

Opinion on financial statements
In our opinion the financial statements

e give atrue and fair view of the state of the Company's affairs as at 31 December 2013 and of its profit for
the year then ended,

e have been properly prepared m accordance with UK Generally Accepted Accounting Practice, and

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

Opinicn on other matter prescribed by the Companies Act 2006

In our opinton the information given m the Strategic report and the Dhrectors' report for the financial year for which
the financial statements are prepared 1s consistent with the 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 1f; 1n our opinion

e adequate accounting records have not been kept, or returns adequate for our audit have not been recerved
from branches not visited by us, or

* the financial statements are not n agreement with the accounting records and returns, or
+  certain disclosures of directors’ remuneration specified by law are not made, or

= we have not received all the information and explanations we require for our audit

N (=

Paul Furneaux (Senior Statutory Auditor)
for and on behalf of KPMG Audit Plc, Statutory Auditor
Chartered Accountanis

15 Canada Square
London
El14 5GL

]} April 2014




BNY Mellon Investment Management EMEA Limited
(formerly BNY Mellon Asset Management International Limited)

Profit and loss account
for the year ended 3§ December 2013

2013 2012

Notes £000 £000

Turnover 2 105,943 90,580
Administrative expenses (71,668) (59,407)
Operating profit 3 34,275 31,173
[nterest receivable and similar income 7 300 264
Interest payable and similar charges 8 (53) (408)
Impairment of fixed asset investment 9 (9,200) -
Profit on ordinary activities before taxation 25,322 31,029
Taxation on profit on ordinary activities 10 (8,359) (8,320)
Profit for the financial year 16,963 22,709

Notes 1 to 23 are integral to these financial statements

All items dealt with in arnving at the Company’s results for the financial year relate to continuing
operations

The Company has not prepared a separate statement of total recogmsed gains and losses as all gains and
losses are reflected 1n the profit and loss account above

10




BNY Mellon Investment Management EMEA Limited
(formerly BNY Mellon Asset Management International Limited)

Balance sheet
at 31 December 2013

2013 2012
Notes £000 £000
Fixed assets
Tangible assets 11 172 440
Investments 12 21,747 29,366
21,919 29,806
Current assets
Other assets « 13 - 32
Debtors 14 23,246 23,123
Cash at bank and n hand 15 99 484 88,125
122,730 111,280
Creditors ameunts falling due within one year 16 (33,355) (34,818)
Net current assets 89,375 76,462
Net assets 111,294 106,268
Capital and reserves
Called up share capital 17 47,661 47,661
Equity capital contribution 18 10,620 7,357
Profit and loss account 18 53,013 51,050
Shareholders® funds 18 111,294 106,268

Notes 1 to 23 are integral to these financial statements.

The financial statements were approved by the Board of Directors and were signed on 1ts behalf by

CZ¢ #(Aﬁ_‘

S I M Spence
Director

2 Apnl 2014

Registered Number 1118580
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BNY Mellon Investment Management EMEA Limited
(formerly BNY Mellon Asset Management International Limited)

Notes to the financial statements
at 31 December 2013

1. Accounting policies

The following accounting policies have been applied consistently in dealing with items which are
considered matenal in relation to the financial statements

The following amendments to standards have been adopted in these financial statements for the first time
and have not had a material impact

¢ The Companies Act 2006 (Strategic report and Directors’ report) Regulations 2013, applying
to financial years ending on or after 30 September 2013

Basis of preparation

The financial statements have been prepared on the going concern basis 1n accordance with applicable
UK accounting standards and under the historical cost accounting rules, modified for the valuation of
certain assets and habihties

The Company 1s exempt by virtue of section 401 of the Companies Act 2006 from the requirement to
prepare group financial statements as the Company and all its subsidiary undertakings are included int the
consohdated financial statements for a larger group drawn up for the same date in a manner equivalent to
that proscribed by the EU Seventh Directive (83/349/EEC) The group in which its results are
consohdated 15 The Bank of New York Mellon Corporation group, incorporated in the United States of
America These financial statements present information about the Company as an individual
undertaking and not about 1ts group

Related party transactions

As the Company 15 an wholly owned indirect subsidiary of the ultimate parent company, The Bank of
New York Mellon Corporation, it has taken advantage of the exemption contamed 1n FRS 8 and has
therefore not disclosed transactions or balances with entittes which form part of the Group

Cash flow statement

The Company 1s a wholly owned ndirect subsidiary of the Group, and 1s included in the consolidated
financial statements of that company, which are publicly available Consequently, the Company has
taken advantage of the exemption from preparing a cash flow statement under the terms of FRS |
(revised 1996)

Going concern

The Company’s business activities, together with the factors hkely to affect us future development,
performance and position are set out in the Strategic report on page 3 In addition, the Directors’ report
on pages 4 to 7 mcludes the Company’s objectives, policies and processes for managing 1ts capital, its
financial risk management objectives and its exposures to credit and hquidity risk

The directors perform an annual going concern assessment that constders, under a stress test scenario, the
Company’s ability to meet 1ts forecast financial obligations as they fall due, for a period of at least twelve
months after the date that the financial statements are signed The Company has adequate liqudity and
capital, and appropriate cash flow management As a consequence, the directors believe that the
Company 15 well placed to manage 1ts business risks successfully despite the current uncertain economic
outlook

Based on the above assessment of the Company’s financial position, liqudity and capital, the directors
have concluded that there are no matenial uncertainties related to events or conditions that may cast
significant doubt about the ability of the Company to continue as a going concern for the foreseeable
future (for a period of at least twelve months after the date that the financial statements are signed)
Accordingly, they continue to adopt the going concern basis of accounting in preparing the annual
financial statements

12




BNY Mellon Investment Management EMEA Limited
(formerly BNY Mellon Asset Management International Limited)

Notes to the financial statements - continued
at 31 December 2013

1. Accounting policies - continued

Turnover

Turnover, which 1s stated net of value added tax, comprises external trust management fees, performance
fees and indirect management fees received through fellow group companies, net of distribution costs
and renewal commisston payable and 1s accrued over the period for which these services are provided

Management fees are fees paid for the management of investment portfolios These are recogmised as the
services are provided and are calculated on vanous formulae linked to the value of portfolios at invoicing
dates and investment performance 1n current and previous periods Revenue 15 recogmised for the element
of management fees hnked to performance when such fees 1n respect of each calendar year are receivable
n accordance with management agreements.

Segmental reporting

A segment 15 a disinguishable component of the Company which 1s specific to either the type of product
or service (business segment), or to products and services provided within a particular economic
environment (geographical segment), where the risks and rewards are different from those of other
segments

Currently, the directors consider that the Company’s services comprise one business segment (being the
provision of investment management services) and that 1t operates mn the UK market which 1s not
geographically segmented

Interest, fees and commission

Interest, fees and commussion, both income and expense, are recogmsed on an accruals basis

Forelgn currencies

Transactions in foreign currencies are recorded using the rate of exchange ruling at the date of the
transaction Monetary assets and habilihes denominated in foreign currencies are translated using the
contracted rate or the rate of exchange ruling at the balance sheet date and the gains or losses on
translation are included n the profit and loss account Non-monetary assets and liabilities measured at
net book value less impairments in a foreign currency are translated into the functional currency using
the rate of exchange at the date the net book value less impairments was determined

Post retirement benefits
The Company operates a defined contribution scheme and participates in a defined benefit scheme
For defined contribution schemes, contnibutions are charged to the profit and loss account as they

become payable mn accordance with the riles of the schemes A Group personal pension scheme 1s
funded by a monthly payment to a third party insurer

The Company participates 1n a group wide penston scheme providing benefits based on final pensionable
pay The Company 1s unable to identify its share of the underlying assets and liabilities of the scheme on
a consistent and reasonable basis and therefore, as required by FRS 17 ‘Retirement benefits’, accounts
for the scheme as 1f 1t were a defined contnbution scheme As a result, the amount charged to the profit
and loss account represents the contributions payable to the scheme 1n respect of the accounting period

The assets of the schemes are held separately from those of the Company

13




BNY Mellon Investment Management EMEA Limited
(formerly BNY Mellon Asset Management International Limited)

Notes to the financial statements - continued
at 31 December 2013

1. Accounting policies - continued

Share based payments

The cost of share based payment arrangements 1s measured by reference to the far value of equity
mstruments on the date they are granted, recogmised as an expense over the vesting period, with a
corresponding credit to the equity capital contribution reserve The fair value of equity instruments that
are made available immediately, with no vesting period attached to the award, are expensed immediately
All share based payments are equity settled Where an employee has transferred between different
Companies within the BNY Mellon Group, current and future years’ amortisation of all types of share
based payments 1ssued m prior years will be charged to the new Company from the year of transfer

Farr value 15 determined by using appropriate valuation models, takmg into account the terms and
condittons upon which the equity mstruments were granted Market performance conditions are reflected
as an adjustment to the fair value of equity instruments at the date of grant, so that an award 15 treated as
vesting urespective of whether the market performance condition 1s satisfied, provided all other
conditions are sanisfied

Market conditions for equity-settled transactions are reflected n the initial measurement of farr value
There 15 no “true up” {(adjustment) 1f the expected and actual outcomes differ because of the market
conditions Additionally, like market conditions, non-vesting conditions are reflected in the wital
measurement of fair value and there 15 no subsequent true up for differences between the expected and
the actual outcome

Vesting conditions, other than market performance conditions, are not factored into the imitial estimate of
the fair value at the grant date They are taken into account by adjusting the number of equity instruments
mcluded in the measurement of the transaction, so that the amount recogmsed for services received as
consideration for the equity mstruments granted shall be based on the number of equity nstruments that
eventually vest On a cumulative basis, no expense 1s recognised for equity instruments that do not vest
because of a failure to satisfy non-market performance or service conditions

Certamn of our share-based payment awards vest when the employee retires For grants of share-based
payments with this feature, the award 1s fully expensed by the first date that the employee 1s eligible to
retire

Taxation

Income tax comprises current tax and deferred tax Income tax 15 recogmised in the profit and loss
account except to the extent that it relates to rtems recognised directly in the statement of total recognised
gains and losses, in which case 1t 15 recognised directly 1n the statement of fotal recogmsed gans and
losses Current tax 1s the tax expected to be payable on the taxable profit for the year, calculated using tax
rates enacted or substantively enacted by the balance sheet date, and any adjustment to tax payable in
respect of previous years Current tax assets and habilities are offset when the Company ntends to settle
on a net basis and the legal right to offset exists

Deferred tax s recogmsed without discounting on timing differences between the treatment of certain
items for taxation and accounting purposes Deferred tax habilities are generally recognised and deferred
tax assets are recogmsed to the extent that it 1s probable that they will be recoverable Deferred tax 15
calculated using the tax rates expected to apply 1n the periods in which the assets will be realised or the
liabihties settled, based on tax rates and laws enacted, or substantively enacted, by the balance sheet date
Deferred tax assets and liabilities are offset when they anise in the same tax reporting group and relate to
mecome taxes levied by the same taxation authonty, and when a legal night to offset exists in the entity

14



BNY Mellon Investment Management EMEA Limited
(formerly BNY Mellon Asset Management International Limited)

Notes to the financial statements - continued
at 31 December 2013

1. Accounting policies - continued

Derivative financial instruments

Imitial recognition and subsequent measurement

The Company uses derivative financial instruments mainly forward currency contracts Such denivative
financial mstruments are nitially recognised at fair value on the date on which a derivative contract 15
entered into and are subsequently re-measured at fair value Derivatives are recogmised as financial assets
when the fair value is positive and as financial habilities when the fair value 15 negative

Any gamns or losses arising from changes in fawr value on derivatives during the year are recogmised
directly 1n the profit and loss account

The fair value of forward currency contracts 1s the difference between the forward exchange rate and the
contract rate The forward exchange rate 1s referenced to current forward exchange rates for contracts with
stmilar maturity profiles

Software development expenditure

Expenditure on software development 15 capitalised only where there 1s a clearly defined project, the
expenditure 1s separately identifiable, the outcome of the project can be assessed with reasonable certanty,
aggregate costs are not expected to exceed future benefits and adequate resources exist to enable the
project to be completed All software development projects are subject to an annual impairment
assessment

Investments 1n subsidiary undertakings

Investments in substdiary undertakings and joint ventures are stated at cost less any permanent dimmnution
n value.

Tangible fixed assets and depreciation

Tangible fixed assets are measured at cost less accumulated depreciation and impairment losses Cost
mmcludes expenditures that are directly attributable to the acquisition of the asset Depreciation 1s provided
to write-off the cost less the estimated residual value of tangible fixed assets by equai instalments over
their estimated useful economic lives as follows

Internally developed software - 5 years
Motor vehicles - 5 years
Dividends

Dividends are recognised as a lability at the date that they are declared, to the extent that they are declared
prior to the year end Unpaid dividends that do not meet these criteria are disclosed 1n the notes to the
financial statements

2, Analysis of turnover
By activity
2013 2012
£000 £000
Management fees 26,972 23,942
Net commission receivable 78,496 66,471
Other income 475 167
105,943 90,580
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BNY Mellon Investment Management EMEA Limited
(formerly BNY Mellon Asset Management International Limited)

Notes to the financial statements - continued
at 31 December 2013

3. Notes to the profit and loss account

Profit on ordinary activities before taxation 1s stated after charging

2013 2012
£000 £000
Depreciation of tangible fixed assets 268 138

Auditor’s remuneration
Audit of these financial statements pursuant to legislation 32 32
Other services pursuant to such legislation 25 25
57 57

4, Staff costs

2013 2012
£000 £000
Salaries and wages 33,876 29,934
Social security costs 4,933 3,394
Share based payments (refer to note 20) 2,342 2,075
Pension costs (refer to note 6) 2,095 1,861
Other staff costs 672 365
43,918 38,129

The average monthly number of persons employed by the Company during the year was 204 (2012 184),
of which 5 were directors (2012 4)

5. Directors’ emoluments
2013 2012
£000 £000
Directors’ emoluments 4,019 4,152
Company contributions to money purchase pension schemes 64 77
Company contributions to defined benefit pension schemes 45 39
Compensation for loss of office - 529

The aggregate of emoluments and amounts receivable under long-term incentive schemes of the highest
paid director was £2,194,000 (2012. £1,491,000) and company pension contributions of £40,000 (2012
£42,000) were made to a money purchase scheme on their behalf

Number of Directors
2013 2012
Retirement benefits are accruing to the following number of directors under
Money purchase schemes 3 3
Defined benefit schemes 2 2
The number of directors in respect of whose services shares were recerved or
recervable under long term incentive schemes was 5 5

Four directors exercised share options n the ultimate parent company, The Bank of New York Mellon
Corporation, during the year (2012 two directors)
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BNY Mellon Investment Management EMEA Limited
(formerly BNY Mellon Asset Management International Limited)

Notes to the financial statements - continued
at 31 December 2013

6. Pensions costs

Employees of BNY Mellon Investment Management EMEA Limited are eligible to join The Bank of
New York Mellon Group Personal Pension scheme The group personal pension scheme 1s funded by a
monthly payment to a third party insurer

There are two mulh-employer defined benefit schemes where the contributions made are affected by
surpluses or deficits 1n the schemes These are The Bank of New York Pension Plan and the Mellon
Retirement Benefits Plan However, the quahfied independent actuaries have confirmed that they are
unable to identify the share of the underlying assets and habilities 1n the schemes that relate to persons
employed by BNY Mellon Investment Management EMEA Limited but dedicated to the Company’s
business on a consistent and reasonable basis As allowed by FRS 17, the Company has accounted for the
contributions to the schemes as 1f they were defined contribution schemes The defined benefit pension
schemes costs and the present value of defined benefit obligations are calculated at the reporting date by
the schemes’ actuartes using the Projected Umit Credit Method Any surpluses or deficits in the schemes
are the responsibility of The Bank of New York Mellon Londen Branch which, in the past, has funded all
special contnibutions required

In respect of The Mellon Retirement Benefits Plan, the latest actuarial valuation was carried out as at 31
December 2013 for the purpose of FRS17 and this showed a deficit of £7 3 million (2012 surplus of £6 4
million) Contributions to the fund were determined at the rate of 18 5% to 25 7% of pensionable
salanes, depending on member category (2012. 18 5% to 25 7%) The plan was closed to new members
effective 30 September 2006 From this date new joners are eligible to join the Bank of New York
Mellon Group Personal Pension Plan In addition to normal contributions there was also a lump sum
funding of £10 milhon in the year

The rate of future contributions to both funds was determined by actuarmal valuations undertaken n
January 2014 and remain unchanged to the rates mentioned above

The total pension cost for the period was £2,095,000 (2012 £1,861,000) and no amount (2012 £21,000)
was payable to the schemes at the year end

7. Interest receivable and similar income
2013 2012
£000 £000
Recervable from group undertakings 155 113
Receivable from short term deposits 145 151
300 264
8. Interest payable and similar charges
2013 2012
£000 £000
Net foreign exchange loss 53 408
9. Impairment of fixed asset investment
2013 2012
£000 £000
Impairment of fixed asset investment (see note 12) 9,200 -
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BNY Mellon Investment Management EMEA Limited
(formerly BNY Mellon Asset Management International Limited)

Notes to the financial statements - continued
at 31 December 2013

10. Taxation

Analysis of charge in the period

Taxation 1s based on profit before tax for the year and comprises
Current corporation tax charge for the year at 23 25% (2012 24 5%)
Current foreign tax on ncome for the year

Double taxation relief

Adjustments 1n respect of prior periods

- UK corporation tax

- Foreign tax

Total current tax

Deferred tax (refer note 14)

Origimation and reversal of timing differences

Effect of change in corporation tax rate

Adjustments 1 respect of prior periods

Total deferred tax

Taxation on profit on ordinary activities

Factors affecting the tax charge for the current period

2013 2012
£000 £000
8,948 8,228
161 95
(123) (17
(164) 71
- 18
8,822 8,335
(@72) (13)
11 7
@ )
(463) (15)
8,359 8,320

The current corporation tax charge for the year 1s higher (2012 higher) than the standard rate of tax for

the year, for the reasons set out 1n the following reconeihation

Profit on ordinary activities before tax

Tax charge on profit on ordinary activities at standard rate of 23 25% (2012

24 5%)

Factors affecting tax charge

- Expenses not deductible for tax purposes

- Foreign taxes

- Other short term timing differences

- Adjustments 1n respect of prior periods - UK corporation tax
- Adjustments n respect of prior periods - Foreign tax

Current corporation tax charge for year

Factors that may affect future current and total tax charges

2013 2012
£000 £000
25322 31,029
5,887 7,602
2,512 612
38 18
549 14
(164) 71
- i8
8,822 8,335

The main rate of UK corporation tax was reduced from 24% to 23% effective from 1 Apnl 2013 and
results 1 a weighted average tax rate of 23 25% for 2013 (2012 24 5%) During 2013, Finance Act 2013
enacted further reductions 1n the rate of UK corporation tax to 21% from | April 2014 and 20% from 1
Apnl 2015 The 20% rate was substantively enacted as at the balance sheet date, and 1t 1s expected that
the majority of deferred tax balances shall reverse afier 1 April 2015 Therefore the deferred tax balances
as at 31 December 2013 have been stated at 20% resulting 1n a reduction in the net deferred tax asset at

year end For the deferred tax balances that are expected to reverse prior to 1 April 2015, the impact of

the rate change 15 not expected to be material
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BNY Mellon Investment Management EMEA Limited
(formerly BNY Mellon Asset Management International Limited)

Notes to the financial statements - continued
at 31 December 2013

11. Tangible fixed assets

Internally
Developed Motor
Software Vehicles Total
£000 £000 £000
Cost
At | January 2013 992 79 1,071
Disposals and write offs - (79) (79
At 31 December 2013 992 - 992
Depreciation
At 1 January 2013 (552) (79) (631)
Charge for the year (268) - (268)
Digposals and write offs - 79 79
At 31 December 2013 (820) - (820)
Net book value
At 31 December 2013 172 - 172
At 31 December 2012 440 - 440
12, Fixed asset investments
Subsidiary Jomnt Total
undertakings ventures
£000 £000 £000
Cost
At | January 2013 19,983 9,383 29,366
Additions 1,213 5,204 6,417
Impairment - (9,200) (9,200)
Disposals (4,836) - (4,836)
At 31 December 2013 16,360 5,387 21,747

During 2013, the Cempany wyected £1,213,000 into BNY Mellon Investment Management Korea
Limited and disposed of its holding in this company later in the year The Company also injected
£5,204,000 into BNY Mellon Western Fund Management Company Limited

The impawrment 1n the year relates to an affiliate where management beheves the Company will not be
able to realise further value from the joint venture than its current net asset value This has resulted 1in a
loss of £9,200,000 which has been charged to the profit and loss account in the year as an impairment of
fixed asset investment
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BNY Mellon Investment Management EMEA Limited
(formerly BNY Mellon Asset Management International Limited)

Notes to the financial statements - continued
at 31 December 2013

12. Fixed asset investments - continued

The principal companies m which the Company’s interest at the year end 1s more than 20% are as
follows

Country of Principal Class and
incorporation or activities percentage of
registration shares held
Subsidiary undertakings
BNY Mellon Fund England & Wales Management and administration of Ordinary 100%
Managers Limited unit trust/OEICs
BNY MFM Nominees England & Wales Dormant non-trading company Ordinary 100%
Limited
Jownt ventures
BNY Mellon Western China Investment management Ordinary 49%

Fund Management
Company Limited

Management have conducted an ympairment assessment of the carrying value of the investments based

on the net asset values of the subsidiaries and have concluded that no other impaurment exists at the
balance sheet date

13. Other assets

Projects in
progress
£000

Cost
At | January 2013 32
Written off (32)
At 31 December 2013 -

Other assets related to the cost of software development work-in-progress projects Brought forward
costs have been written off 1n the year

14. Debtors
2013 2012
£000 £000
Trade debtors 1,865 882
Due from fellow group undertakings 12,530 15,427
Other debtors 726 469
Deferred tax assets (refer below) 550 87
Prepayments and accrued income 7,575 6,258
23,246 23,123
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BNY Mellon Investment Management EMEA Limited

(formerly BNY Mellon Asset Management International Limited)

Notes to the financial statements - continued
at 31 December 2013

14. Debtors — continued

Deferred tax 1s made up of the following

2013 2012
£000 £000
At | January 87 72
Profit and loss credit (refer note 10) 463 15
At 31 December 550 87

The deferred tax asset has been recogmised in full based on its expected recoverability due to future

profits of the Company The major components of deferred tax are as follows

2013 2012
£000 £000
Real Equity Scheme - 5
Excess of depreciation over capital allowances 87 82
Other 463 -
550 87
15. Cash at bank and in hand
2013 2012
£000 £000
Cash at bank 99,484 88,125

Cash at bank included £71,251,000 (2012 £58,141,000) of funds on deposit with a UK regulated

banking entity within the BNY Mellon group

16. Creditors: amounts falling due within one year
2013 2012
£000 £000
Bank overdrafts - 434
Due to fellow group undertakings 15,781 12,738
Corporation tax 4,504 3,913
Accruals and deferred income 13,070 17,733
33,355 34,818
17. Called up share capital
2013 2012
£000 £000
Allotted, and fully paid
47,660,546 ordmary shares of £1 each (2012 47,660,540), 47,661 47,661
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BNY Mellon Investment Management EMEA Limited

(forimerly BNY Mellon Asset Management International Limited)

Notes to the financial statements - continued

at 31 December 2013

18. Movement in reserves
Share  Profit & Equity
capital loss capital
account account  contribution Total
2013 £000 £000 £000 £000
At 1 January 47,661 51,050 7,557 106,268
Equity capital contributton - - 3,063 3,063
Profit for the financial year - 16,963 - 16,963
Ordinary dividend paid - (15,000) - (15,000)
At 31 December 47,661 53,013 10,620 111,294
Share Profit& Equity
capital loss capital
account account  contribution Total
2012 £000 £000 £000 £000
At 1 January 31,300 28,341 5,748 65,389
Share capital 1ssued 16,361 - - 16,361
Equity capital contribution - - 1,809 1,809
Profit for the financial year - 22,709 22,709
At 31 December 47,661 51,050 7,557 106,268
19. Financial instruments
As at 31 December 2013, the Company had denivative financial instruments as follows
Forward foreign exchange contracts Buy / Sell Amount Contract Date Rate
US Dollars Sell 11,100,000 31 January 2014 $1 649/£1
Euros Sell 700,000 31 January 2014 €1 198/£1

As at 31 December 2013, when these financial instruments were entered nto, the fair value was £nil

As at 31 December 2012, the Company had derivative financial instruments as follows

Forward foreign exchange contracts Buy/Sell Amount Contract Date
US Dollars Sell 3,000,000 31 January 2013
Euros Sell 1,700,000 31 January 2013
Japanese Yen Sell 46,000,000 31 January 2013
Hong Kong Dollars Sell 22,200,000 31 January 2013
Swiss Francs Sell 720,000 31 January 2013

Rate

$1623£1
€1 231/£1
¥136 66/£1
$12 587/£1
Fl 484/£1

As at 31 December 2012, when these financial instruments were entered into, the fair value was £ntl
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BNY Mellon Investment Management EMEA Limited
(formerly BNY Mellon Asset Management International Limited)

Notes to the financial statements - continued
at 31 December 2013

20. Share based payments

Certain employees dedicated to the Company’s business participate 1n two group long-term tncentive
plans which 1ssue shares in BNY Mellon

Stock options

These awards provide for the issuance of stock options at farr market value at the date of grant
Generally, options vest 1n tranches over a specified period, expire after 10 years from the grant date and
are subject to forferture until certain restrictions have lapsed, predomnantly continued employment by
The Bank of New York Mellon Group for a specified penod  All options are to be settled by physical
delivery of shares Details of all options existing during the year are shown below

Restricted stock and restricted stock units (RSU)

These awards are granted at no cost to the recipient  Generally restricted stock and RSUs vest in tranches
over a specified period, expire on vesting and are subject to forfeiture until certain restrictions have
lapsed, predominantly continued employment by The Bank of New York Mellon Group for the specified
vesting period The recipient of a share of restricted stock 1s entitled to voting rights and generally 15
entitled to dividends on the common stock An RSU entitles the recipient to receive a share of common
stock after the applicable restrictions lapse The recipient gencrally 1s entitled to receive cash payments
equivalent to any dividends paid on the underlying common stock during the period the RSU s
outstanding but does not receive voting rights The fair value of restricted stock and RSUs 1s equal to the
farr market value of The Bank of New York Mellon common stock on the date of grant All restricted
stock and RSUs are to be settled by physical delivery of shares

Stock options - 2013

Shares subject to Weighted

option Number of average

shares  exercise price

h

Balance outstanding at 1 January 69,185 2729
Transfers (9,396) 3049
Granted - -
Exercised (426) 2203
Forfeited (2,128) 2203
Cancelled (2,210) 3189
Balance outstanding at 31 December 55,025 26 80
Exercisable at 31 December 27,527 3070
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BNY Mellon Investment Management EMEA Limited

(forinerly BNY Mellon Asset Management International Limited)

Notes to the financial statements - continued

at 31 December 2013

20. Share based payments — continued

Stock options - 2012

Balance outstanding at 1 January
Granted

Exercised

Forfeited

Cancelled

Balance outstanding at 31 December

Exercisable at 31 December

Shares subject to Weighted
option Number of average exercise
shares price

$

57,271 30 44

31,009 2203

(3,315) 18 02

(7,557) 25 84

(8,229) 34 52

69,185 2729

31,513 3225

426 share options were exercised during 2013 at a weighted average price of $22 03 (2012 3,315 were

exercised at a weighted average price of $18 02)

Stock options outstanding at 31 December 2013

Range of
exercise price (3)

11-20
21-30
31-40
41-50

Stock options outstanding at 31 Pecember 2012

Range of

exercise price ($)
11=-20
21-30
31-40
41-50

Weighted Weighted

average average

Number remaining exercise
outstanding  contractual price
31 Dec hfe (years) (&)
6,775 52 18 02
27,434 74 2240
13,631 40 3152
7,185 36 42 88
55,025 60 26 80
Weighted Weighted

average average

Number remaining exercise
outstanding  contractual price
31 Dec life (years) ®
9,720 49 1802
29,988 84 2237
19,849 i9 3161
9,628 36 43 03
69,185 60 2729

Durimg 2013, £n1l was charged to the profit and loss account mn respect of share based option plans settled

tn equity (2012 £ml)

No options were granted in the peritod The weighted average fair value of options granted in 2012 was

$550
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BNY Mellon Investment Management EMEA Limited
(formerly BNY Mellon Asset Management International Limited)

Notes to the financial statements - continued
at 31 December 2013

20. Share based payments - continued

The lattice-based bimormial method 13 used to calculate the fair value on the stock options on the grant
date using the weighted-average assumptions noted in the table below

2013 2012 2011
Dividend yield - 30% 22%
Expected volatility - 35 32
Risk-free interest rate - 138 275
Expected option lives (in years) - 69 67
Weighted average share price - $2203 $3013
Weighted average exercise price - $22 03 $3013

No options were granted in 2013
For 2012 the assumptions were determined as follows

» Expected volatilities were based on implied volatilities from traded options, historical volatility,
and other factors

« Historical data was used to estimate option exercises and terminations withi the valuation
model

e The nsk-free rate for pertods within the contractual life of the option was based on the U §.
Treasury yield curve at the time of grant

The expected term of options granted was derived from the output of the option valuation model and
represents the period of time that options granted are expected to be outstanding

Restricted share awards

2013 2012

Number of Number of

awards awards

Balance outstanding at | January 370,128 266,737
Staff transfers (43,241) (184)
Awarded during the year 161,148 200,914
Released / (vested) in the year (72,494) (83,326)
Forfeited / cancelled {1,111 (14,013)
Balance outstanding at 31 December 414,430 370,128

The weighted-average fair value of restricted share awards 1n 2013 was $25 79 (2012 $26 04)

During 2013, £2,342,000 was charged to the profit and loss account in respect of restricted share awards
settled in equity (2012 £2,075,000)

As at 31 December 2013, £2,095,000 / $3,320,000 (2012 £2,532,000 / $4,013,000) of total unrecognised
compensation costs related to non-vested restricted stock 15 expected to be recogmsed over the weighted

average pertod of approxmmately | 2 years (2012 1 4 years)

21. Transactions involving directors and officers

At 31 December 2013 there were no loans and other transactions made to directors and officers of the
Company (2012 £ml)
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BNY Mellon Investment Management EMEA Limited
(formerly BNY Mellon Asset Management International Limited)

Notes to the financial statements - continued
at 31 December 2013

22, Future financial commitments

At the end of the year the Company had the following commitments for the coming year under non-
cancellable operating leases

2013 2012
£000 £000
Land and buildings - expinng in | to 5 years 172 76

23. Parent company

The immediate parent undertaking of the Company 1s BNY Mellon International Asset Management
Group Limited, a company registered in England and Wales Copies of accounts for BNY Mellon
International Asset Management Group Limited can be obtained from the Registrar of Companies,
Companies House, Crown Way, Cardiff, CF14 3UZ

The largest and smallest group m which the results of the Company are consohdated 1s that headed by
The Bank of New York Mellon Corporation, incorporated in the United States of America

The ultimate parent company as at 31 December 2013 was The Bank of New York Mellon Corporation,
incorporated 1n the United States of America The consolidated accounts of the ultimate parent company
may be obtained from

The Secretary

The Bank of New York Mellon Corporation
One Wall Street

New York, NY

10286

USA
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