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Members' Report for the year ended-31 March 2021

The. Members presént their annual report and consolidated financial statements of Fundsmith LLP (the
‘Partnership’) for the year to. 31.March 2021. The Partnership is a limited liability partnership, incorporated in
England and Wales, of which.Fundsmith Partners (US) LLC (the ‘US Operating Company') and Fundsmith Equity
Fund (GP) LLC (the ‘US General Partner) are wholly owned subsidiaries (together, the ‘Group’). The US
Operating Company is a limited llablhty compariy incorporated in Connecticut, USA. The us General Partneris a
Jlimited liability. cempany incorporated in Delaware, USA.

Principal. activity and review of the business.

The. principal acﬁwty of the Partnership is to provide investment. management services to a number of funds
Thesé includé two UK OEIC funds, the Fundsmith Equity Fund and the Fundsmith Sustainable Equity Fund, a
Luxembourg-based SICAV, the Fundsmith SICAV, tiree Délaware based. limited partnerships, the: Fundsmith
Equity Fund, LP, the Fundsmith ‘Sustainable Equity Fund, LP and Smithson, LP, two investment Trusts, the
Fundsmith. Emerging Equities Trust plc and Smithson Investment Trust plc, and four segregated accounts. The
Partnership is regulated by the Financial Conduct Authority,

- Resulits:and drstributlons

The results for the year are shown in the. Consolldated Statement of Comprehensive Income on page 9. The
profit for the year was £57,723,231 (2020: £48,483,057). The Group's balance sheet as detalled on page 10
" shows Members' total interests amount to £29, 308 839 (2020: £21,010,314). ’

Political donations
During the current year and prior year there have been no political donations made by the Partnership.
" Members' profit allocation '

Any proﬁts are sharéd among the Members as decided by the Members Meeting and govemed by the
* Partnership Agreement dated 20™ November 2019.

_ Members
The Members of the Partnership-during the year arid up to the date of this' report were as follows:

Terry Smith - (Designated: Member)
Mark Laurence. - (Designated Member)
Simon Godwin - (Designated Member)
- International Value: Investments Limited
NolLeLu ll, LLC
Grevifle Ward — (Executive Member)
Conrad Rey — (Executive Member) .
Daniel Washbum — (Capital Member) )
Tom Armstrong (Executive Member) Apponnted 18t April 2020

Going concern

The Group and the Partnershlp have sufﬁcuent liquid capital and ongoing arrangements for the prows:on of
investment management services. The Members are of the opinion that the Group and the Partnership have
adequate resources to contiriué operational activities and to meet their liabilities as they fall due for a period of at
least twelve months fiom the date of the approval of the financial statements. Therefore, the going concem basis
is adopted in the preparation of the-financial statements. ]



Members® Report for the year ended 31 March 2021

Energy -a'nd carbOn report

" We have reported on all sources of GHG emissions and energy usage as requnred under the Limited Liability
Partne;shlps (Accounts and Audit) (Application of Compames Act 2006) Regulatxons 2008 as amended.

GHG emissions and energy usage.

GHG emissions and energy usage data for period 1 Aprll 2020 to 31 March 2021 (UK and offshore)
Emissions. from: elecincuty purchased for own use, including for the ' X 12,736
purpesés-of trarisport _ .

Total gross COze based on above ' : . ' A 12,736
Energy consumption used to calculate emussnons kwh ) o 49,825
Tonnes of COze per £m fevenue o 0.0000456

The reporting boundary .used for collation of the above data is operations in the- United Kingdom and the Unrted
States. We calculated our carbon footprint in accerdance  with thé international Greenhouse Gas ('GHG")
Protocol's Corporate Accounting and Reporting Standard. Our data has been gathered in. Ilne with requirements
of the UK government's Streamlined Energy and Carbon Reporting framework.

No energy efficiericy measures were taken in 2021 as Fundsmlth maintains a small carbon footprmt through its-
two office Ioeauons ’ .

" Plllar 3

Unaudited Pillar 3 disclosure of the Partnershlps risk management objechves and policies, capital resources and -
requirements ‘and on remurieration, in accordance with the rules of the Financial Conduct Authority, is attached to
this document as an appendix.

Statement as to disclosure of information to auditors

So far as the Membets are aware, there is no relevant audit information (as defined by Section 418 of the
Companies Act 2006) of which the Partnership’s auditors are unaware, and each Member has taken all the steps
that.he ought to have taken.as a Member in. order to make: himself aware of any televant audit mformatlon and to
establish that'the Partnership's audltors are -aware of that information.,

Auditors .

The auditors, Delontte have mdlcated their willingness to continue in office and a resoluhon conceming thelr
.reappomtment will be put to the Members .

Sm}) Godw|-n

Designated Member
27 July 2021



Statement of Members" Responsibilities

Tﬁe niembets are responsible for preparing the Members' report and the financial statements in accordance with
applicable law and regulation. .

-The Limited Liability Partnerships (Accounts ; and Audlt) (Application of the Companies Act 2006) Regulations
" 2008 require the Members to prepare financial statements for each financial year. Under these regulations the
" membeérs have elected to prepare the Group and Limited Liability Partnership financial statements in accofdance
with United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards and
applicable law, including FRS 102 "The .Financial Reporting Standard -applicable in the UK and Republic of
ireland”). Under these regulations the Mémbers ‘must not approve the financial statements unless they are
satisfied that they give a-trile and fair view of the state of affairs of the Group-and Limited L|ab|l|ty Partnership
and of the profit or loss of the Group for that periad.

- In preparing these ﬁnanclal.statementsl the Members are required to:
e select suitable accounting policies and then apply them consistently;
. mak,efjudge'ments énd accounting estimates that are reasonable-and bruden't-;

o state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the ﬁnanctal statements and; )

e prepare the ﬁnanmal statements on the goung concem basis unless itis lnappropnate to presume that the
Limited L|ab||rty Partnership wnll contmue in business.

The-Members are responsible for keeping adequate accounting records that are sufficient to show and explain
the Limited Liability Partnership's transactions, disclose with reasonable accuracy at any time the financial
position of the Limited Liability Partnership, and enable them to ensure that the financial staternents. comply with

- the Limited Liability Partnerships (Accounts and Audit) (Application of the Companies Act 2006) Regulations
2008. They are also responsible for safeguarding the assets of the Limited Liability Partnership and-hence for
‘taklng reasonable steps for the prevention and detection.of fraud and other irregularities.



Independent Audltor's Report to Members of Fundsmith Limited Lnablhty Partnership

Report on the audit of the financial smtemenls

. Oplnlon
In oif opinion the financial statements. of Fundsmlth LLP (the ‘parent limited liability partnership') and |ts
subsidiaries (the ‘group’). .
- o give atrue and fair view of the state of the group’s.and of the parent limited llablllty partnership's affairs
"as at.31. March 2021 and of the group's profit for the year then ended; :

"o -have'been properly prepared in accordance with Unitéd Kingdom Generally Accepted Aeeountmg
Practice, including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in
the UK-and Republic of ireland”; and

» have beén prepared in awordance with the requirements of the Companies Act 2006 as, applied to
limited liability partnerships. .

We have audited the financial statements whlch comprise:
» the consolidated statement of comprehensive income;
the consolidated and parent limited liability partriership balance sheets; . )
- ‘the consolidated statement of Gash flows; ~
the consolidated and parent limited liability: partnershlp statements of members’ interest; and
the related notes. 1 to 17. .

The financial reporting framework that has been applied.in thelr preparatlon is applicable law and United
Kingdom Accounting Standards, including Financial Reporting Standard 102 “The Financial Reporting Standard’
applicable in the UK and Repubhc of Ireland” (Umted Kingdom Generally Accepted Accounting Practlee)

Basis for opinlon

We conducted our audit in aecordanoe with Intematlonal Standards on Audltmg (UK) (ISAs (UK)) and applicable
iaw. Our responsibilities under those standards are. further described in the audltor’s responsubllmes for the audit.
of the financial statements: section of our report. 4

We are lndependent of the group and the parent limited liability partnershlp in‘accordance. with the ethical
requirements‘that:are relevant to our audit of the financial statements in the UK, including the Financial Reporting
Council's (the ‘FRC's’) Ethical Standard, and we have fulfilled.our other ethical responsibilities in accordance with
these requlrements We. belleve that the:audit evidence we have obtalned is Sufficient.and appropriate to provide
a basis for our opinion.

Conclusions relating to going concern

In auditing the financial statements, we have. concluded that the members’ use of the going concem basis of
aceounting in th'e preparation of the financial statements is appropriate.

Based on the, work we have performed we have not identified any material uncertalntnes relating to events or
conditions that, individually or collectively, may cast significant doubt.on the group’s and the parent liviited Ilablhty
partnership’s -ability to continue as a going concem-for a period of atleast twelve months from when the ﬁnancaal
statements are authorised for issue.

Our responsnbllltxes and the' responmbmtles of the members with respect to going concern are described in the
relevant sections of this report.

- Other information

The otherinformation comprises the information included in the annual report, other than the financial statements:

and our auditor’s report thereon. The members are responsible for the other information contained in the-annual
report. Our opinion on the: financial statements does not cover the other irformation and we do not express any
form of assurance conclusion thereon. .

Our responsibility is to read the otherinformation and, in doing so consider whether the other information is
materially inconsistent with.the financial statements or.our knowledge obtained.in the course of the audit, or
otherwise appears-to be materially. misstated. If we identify such material inconsistencies.or apparent material .
mlsstatements we. are required to determine whether this gives rise toa material misstatement in the financial
statements tiemselves. If, based. on the work we have performed, we concludé that there isa matenal
mlsstatement of this other information, weare requued to report that fact. .

We have nothmg to report in this.regard.

SO



Independent Auditor’s ﬁeport to Members of Fundsmith Limited Liability Partnership
(continued)

Responsibilities of members

As explained more fully in the statement of members’ responsibilities, the members are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the members determine is necessary to enable the preparation of financial statements that are
free from material mlsstatement whether due to fraud or error.

In preparing the financial statements, the members are responsible for assessing the group’s and the parent
limited liability partnership’s ability to continue as a going concemn, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless the members either intend to liquidate the
group or the parent limited liability partnership or to cease operations or have no realistic alternative but to do so.

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC's
website at: www;frc,org,gklauditorsresgor_\sibilities. This description forms part of our auditor's report.

Extent to which the audit was considered capable of detecting irregularities, including fraud

" Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures
in line with our responsibilities, outlined above, to detect material misstatements in respect of iregularities,
including fraud. The extent to which our procedures are capable of detecting irregularities, including fraud is
detailed below.

We considered the nature of the group’s and the parent limited liability partnership’s industry and its control
environment, and reviewed the group's and the parent limited liability partnership’s documentation of their
policies and procedures relating to fraud and compliance with laws and regulations. We also enquired of
management about their own identification and assessment of the risks of irregularities.

We obtained an understandlng of the legal and regulatory framework that the group and the parent limited hablllty .
partnership operates in, and identified the key laws and regulations that:

¢ had a direct effect on the determination of material amounts and disclosures in the financial statements.
These included the UK Companies Act; and

» do not have a direct effect on the financial statements but compliance wath which may be fundamental to
the group's or the parent limited liability partnership’s ability to operate or to avoid a-material penalty.

We discussed among the audit engagement team regarding the opportunities and incentives that may exist within
the organisation for fraud and how and where fraud might occur in the financial statements.

As a result of performing the ébové, we identified the greatest potential for fraud in the following areas, and our
specific procedures performed to address are described below: .

« Existence and accuracy of management fee revenue from segregated accounts: revenue recognition in
connection with management fee revenue from segregated accounts was considered to be a significant
audit risk due to the risk of fraud associated with revenue recognition. To respond to this risk, we
obtained an understanding of the relevant internal controls and evaluated the effectiveness of the design
and.implementation of these controls. We agreed the completeness and accuracy of the inputs,
specifically the net asset value and agreed fee rates to supporting documentation. We recalculated the
management fee revenue. We inspected the company’ s board minutes and discussed potentially related
party transactions with management

In common with all audits under ISAs (UK), we are also required to perform specific procedures to respond to the
risk of management override. In addressing the risk of fraud through management override of controls, we tested
the appropriateness of journal entries and other adjustments; assessed whether the judgements made in making
accounting estimates are indicative of a potential bias; and evaluated the business rationale of any sngmﬁcant
transactions that are unusual or outside the normal course of business.

In addition to the above, our procedures to respond to the risks identified included the following:



Independent Auditor's Report to Members of Fundsmlth lelted Liability Partnership
(contmued) .

. reviewing financial statemerit disclosures by t,esti'ng‘to supporting document,atidn*to assess compliance
with provisions of relevant laws and regulations described as having .a direct effect on the financial statements;

¢ performing analytical procedures to identify any unusual or unexpected relationships that may indicate
risks ‘of material misstatement due to fraud;

e enquiring of management and legal counse! concerning actual and potentlal Imgatuon and claims, and
instances of non-compliance.with laws and regulations; and

¢ -reading minutes.of meetings of those-charged with governance

Report on other legal and regulatory'requlrements

Matters on which, we are required to report by exceptlon
Under the Companles Act 2008 s applied to Ilmlted Ilabmty partnerships we are requnred to nepert in respect of
the following matters if, in-our opinion:
o adequate accounting records have niot been kept by the parenit limited liability partnership, or rétums
adequate for our audit haveé not been received from branches not visited by us; or
o the parent limited liability partnership financial statements are not in agreement with the accounting
records and returns; or
e we have not reoelved all the information and explanatlons we require for our audit.

"We have nothing to report.in respact of these matters.

Use of our report '
This report is made solely to the hmlted llablllty partnership’s members, as a body, in accordance with Chapter 3
of Part 16 of the Companies Act 2006 as applied to limited liability partnerships. Our:gaudit work has been
undertaken so that we might state to the limited liability partnership's members those matters we are required to
. state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the limited liability partnership and the limited liability
partnership's members as a body, for our audit work, for this report, or for the opinions we have formed.

(?M’ fr G

Stuart McLaren (Senior smtutory audltor)

For and on behalf of Deloitte LLP

Statutory Auditor

London, United Kingdom ) .

27 July 2021 . L : ’ .

Deloitte LLP is a Ilmlted Ilablhty partnershnp reglstered in England and Wales. (with reglstened number
0C303675). i



Consolidated Statement of Comprehensive Income for the year ended 31 Mér_ch 2021

Notes
Turnover B : k 2
Adniinistrative expénses : : 3
Group operatingprofit -~ = - o 4
-Other income
Profit before 'hxaﬁpn
Taxation on profit ' ‘ . 8

* Profit for the financlal year available for
allocation to Members A\

All amounts ralate to oontmumg operations. -

" There is no other comprehensive income in the prior-or cun'ent year.

* The:notes 6q pages 14 to 24 form part bf these financial statements.

. 2029 2020

© g £
279,264,181 228,410,550
(221,460,224) = (179,917,816)
67,803,957 48,492,734
57,803,957 48,492,734
(80,726) (9677)
57,723,231 48,483,057




Consolidated Balance Sheet at 31 March 2021

Notes
17
" Fixed assets

Investments 7
Tangible fixed assets 9
Current assets

Debtors -10
Cash at bank and in hand

Creditors: Amounts falling due within ohg 11
year o . :
.Netcurrent assets

Net ass'dtsiatltrlbuta'ble_‘ to Members

) Represented by

Members' interests

Members' capital classified as equity
Other reserves classified as equity.
Amou’nts due to/(from) members. .

“Simon

27 July 2021

' .l:‘..:. -
Designated Member

2021 -
£

613

352,336
352,949

303,000,444

80,743,062

383,743,506

L

(354,787,616)

28,955,880

.29,308,839

7,017,677

19,972,121 -

2,319,041

29,308,839

The notes c'm'pages 14 td 24 form part of these financial statements.

.

10

I Restated

2020
£

613

318,263
318,876

160,797,359 -

62,630,319 -

213,427,678

(192,736,240)

" 20,691,438

721,010,314

————————

7,000,000
13,090,835
919,479

21,010,314



Corisolidated Statement of Cash Flows for the year ended 31 March 2021

" Notes
17

Cash flows from Qpemﬂng activities

Profit fbr‘th'e financial year before Members® .
remiuneration and profit shares

Adjustments for: . ‘ )
‘Depreciation of fixed assets o 9
(Increass).in trade and other debtors

Inc‘reas'e'in trade and other creditors

Taxation paid

Cash from operations

- Tax baid »
Net cash generated from opérating activities

Cash flows from investing hcti’viﬁes
Purchase of tangible fixed assets - 9

Cash flows from financing activities
Distributions to Members

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning-of year
Foreign exchange movement

Cashi and cash equivalents at end of year
Cash and cash equivalents comprise: °
Cash at bank and in hand

The notes on page 14 to 24 form part of these financial statements.
~
/ : '

11

o Restated
2°£21 2020
o £
57,723,231 48,483,057
143,787 112,852
(152,209,210) (18,084,5086)
162,021,108 45,395,929
80,726 9,677
67,759,642 . 75,917,009
(80,726) ©677)
. 67,678,916 - 75,907,332
- (179,892) (151,275)
(179,892) (151,275)
(49,382,508) (43,766,956)
(49,382,508) (43,766,956)
18,116,516 31,989,101
62,630,319 30,641,218
(3,773) :
80,743,062 62,630,319
80,743,062

62,630,319




LLP Balance Sheet at 31 March 2021

Notes .

Restated

17 20 2020
£
Fixed assets
Investments 7 614 614
Tangible fixed assets 9 338,431 298,190
v 339,045 298,804
Current assets .
Debtors 10 302,946,086 150,736,876
. Cash at bank and in hand 80,685,588 62,593,051
' 383,631,674 213,329,927
ggz:,lltors Amounts falling due within one ) 1 (355,142,173) (193,035,175)
Netcurrentassets , ‘ . 28,489,501 20,294,752
Net assets attributable to Members - 28,828,546 20,593,556
Represented by:
Members’ interests
Members' capital classified as equity . o Co 7,017,677 . 7,000,000
Other reserves - : o 19,491,828 . 12,674,077
Amounts due to/(from) members . 2,319,041 ) 919,479
: 28,828,546 ' 20,593,556

The profit for the ﬁnanmal year dealt wnth in the financial smtements of the Partnershrp was £57,617,498 (2020:
£48,192,260)..

The financial statements of Fundsmith LLP (with raglstered number OC354233) were approved by the Membeis

Desig‘n_at_éd Member

- 27 July 2021

The notes on page 14to 24. form part of these ﬁnanclal statements.

12



Statement of Men.l'bers; lnfere,st;forfhe‘ year ended 31 March 2021

.The notes on page 14 to 24 form part of these financial statements.

13

Group:
Members'
. Capital ) Amounts:-due )
classlifled as -Other - tol(from) Members’ - Restated
, Equity Reserves members Interest 2020
Notes £ £ £ £ £
Balance
‘Brought .
forward 21,010,314 16,930,904
Forelgn
exchange
_ adjustment (42,198) (15,111)
As-at'31 March ] o
2020 7.000,000 ) 13,048,637 919,479 20,968,116 16,915,793
Adjustment 17 (621,580)
Profit for the . : ’
year - 57,723,231 57,723,231 - ' 48,483,057
Allocation of _
profits to- . ’ :
Members 17,677 (50,799,747) 50,782,070 -
Distributions (49,382,508) (49,382,508) (43,766,956)
Asat 31 March : , N . . g
2021 ' 7,017,677 19,972,121 2,319,041 29,308,839 21,010,314
Partnership: r
Members'
-Capital Amounts due ’
classifiedas tol(from) Members’
Equity ~ Other Reserves, members Interest 2020
£ £ £ - £ . €
As at 31 March 2020 7.00b.000 . 12,674,077 919.479 20,593,556 16,168,252
Profitfor the year - - 57,617,498 57,617,498 48,192,260
Aliocation of Profits ‘ 4 .
to Members . 17,677 (50,799,747) 50,782,070 -
Distributions (49,362,508) (49,382,508) (43,766,956)
_As at:31 March 2021 7,017,677 19,491,828 2,319,041 28,828,546 20,593,556



" Notes forminig part of the financial statements for the year ended 31 March 2021

. . Accounting policies

\ .

Fundsmith LLP is a Limited Liability Partnership (LLP") incorporated in England arid Wales under the Limited
Liability Partnership Act 2000. The address of the registered office is given on the contents pagé and the
nature of the Group s operations and its principal activities are set out in the members' report. The financial
statements have been prepared in accordance. with FRS 102, the Financial Reporting Standard applicable in
the United Kingdom and the Republic of Ireland, including the Statemenit of Recommended Practicé (2018),
‘Aceounting by Limited Llabrllty Partnerships" and under the historical cost convention.

The Group and Partnershlp have. sufficient liquid capital and ongoing arrangements for the provision of.
investment management services. The Members are of the opinion that the Group and Partnership have
-adequate resources to continue operatlonal activities and to meet their liabilities as they fall due for a period.
of at least twelve months from ‘the date. of the approval of the financial statements “Therefore, the going

.concem basus |s .adopted in the preparation of the financial statements. '

There are no significant judgements in accounting policies and no key sources of esti_rnatlonuncertainty.
Parent LLP disclosure exemptions

In preparing the separate financial statements of the parent LLP; the pareént LLP has taken advantage of the
following disclosure exemptions avallable in FRS 102 for qualifying entities, which are presented alongsnde
the consolidated financial statements: -

e No cash flow Statement has beén presented for the parent LLP and;
e No disclosure has been given for the aggregate remuneration of the key management personnel of
" the parent LLP as their remuneration Is included in the totals for the group asa whole

The following principal accounting policies have been applied:
Basis of consolidation

The consolidated financial statements present the results of Fundsmith LLP and. its subsidiaries (‘the
. Group") as if they formed a single ent:ty intergroup transactions and balances between group companies
are therefore eliminated in full. ’

The Partnershlp is the parent of Fundsmith. Partriers (US) LLC and Fundsmith Equlty Fund (GP) LLC. The
consolidated financial statements incorporate the financial statements of the Partnership and the two
- subsidiaries which are referred to together as the Group. The Partnership has not presented its individual
- profit and loss account as allowed by the exemption ‘under Section 408 of the Companies Act 2006. The
Partnership's profit for the year was £57,617,498 (2020: £48,192,260). -

Tangibl'e Fixed Assets. . '
Tangible fixed assets are recorded at cost and deprecuated Depreciation is charged so-as to allocate the

cost of assets less their residual value over their estimated useful lives, using the straight-line method. The
estumated usefill lives range as follows:

Leasehold lmprové’ment’s - The tem of the lease
Fumitures & Fixtures o - ‘3years

Computers Equipment _ : - 3 years

Valuatlon of investments

lnvestments in subsldlanes are measured at cost less aocumulated lmpalrment

Forelgn currencles '

Monetary assets and liabilities in foreign currencies- are translated into sterling at the rates of exchange
ruling :at'the balance sheet date: Transactions in foreign currencies are translated into-steriing at the rate of

exchange ruling: at the date of the transaction. Exchange differences are taken to. the profit. and-loss
account. - .

14
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Notes forming part of the financial statemenits for the year ended 31 March 2021 (continued)

Profit allocations

Profit allocations are recogmsed in the year in which they are declared and become a present obtigation of
the LLP Uniallocated profits are reoogmsed in equity (‘other reserves’).

Drawmgs

Drawings. represent payments on acoount of profits. which may be allocated to Members. Unallocated
profits are includéd within Members' other interests, ‘classified as equity. Advanced drawings in excess of
. allocated profits are included. within' *Amounts due from Members', and allocated -profits in excess of
drawmgs are included-within ‘Amounts due to. Members

Mombers capiwl

Initial .capital contributions of each of the Members are amounts as set out in the LLP agreement. Further
Members shall contribute upon admnssnon to the LLP such capital as determined by the Members.

No Member can withdraw or receive back any part of their capital contribution account except for in specific )

citcumstances as detailed in the LLP deed and approved by the Members. Members' capital is therefore
classified as equity.

"Subsequent capital is repald to Members :shortly after ceasmg to be a Member of the LLP, or at such other

time as is determined by the Members. Members' subsequent capitat is therefore classified as a liability
due within one year. There is no opportunity for the appreciation of capital subscribed.

Taxatlon

Taxation on a Members' share of the LLP's profits is solely the personal llablllty of the individual Members

and consequently is not dealt with in these financial statements. The tax within these consolidated financial

statements relate to the corporate subsidiaries of the Group
Leasee

Reritals payable under operating leases are charged. to the profit and loss account on a straight line basls
over the lease term. The value of any rent free penod is amortised over the life of the operating lease.

Client money
The Group and Partnership holds money on behalf of clients in accordance with the client money rules of
the Financial Cenduct Authority. As at 312 March the total balance on designated client bank accounts was

£20,627,198.98 (2020: £37,773,785.05 ). These amounts are not included in cash and cash equivalents as
the LLP doss not have title or right to the monies. . o

Financial assets

Financial assets, othef than investments and derivatives, are initially measured af transéc’a‘on price
(including transaction costs) and subsequently held at cost, less any impaiment.

Financtal llabilities and equity
Financial liabilies and equiity are classified according to the substance of the financial instrument's
contractual obligations, rather than the financial instrument's legal form. Financial liabilities, excluding
- convertible: debt and derivatives, are: initially measured at transaction price (after deducting transaction
costs)_ and-subsequently held at amortised cost. .
Cash

Cash refers to cash at bank as at balance sheet date.
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Notes forming part of the financial statements for the year ended 31 March 2021 (continued)

2. Analysis of Turnover

2021 2020

£ £
Tumover - ' ' : 279,264,181 © 228,410,550

Turnover'is aftnbutable to one continuing activity, the provision of regulated investment management’
. services provided in the United Kingdom to funds dormiciled in the:UK, US and Luxembourg Tumoveris
recorded on an aocrual basis. . '

3. Admlnlstrat!ve expenses

Administrative expenses include services fees (see note 15) and professuonal fees. Expenses incurred have
been accounted for on the accrual basis. .

4. Operating profit

2021 ) 2020
£ £
This: IS arrived at 'afier charging/(crediting): A . . .
Depreciation of tangible assets : 143,787 - 112,852
. Operating lease rentals . ’ ) 575,083 ‘ 576,243
Fees payable to the LLP's auditor and its associates 50,000 50,000
for the audit of the LLP's annual accounts ) ) ]
Fees payable to the LLP’s auditors and its associates for g .
other services i ' . 82,712 100,831
Foreign Exchange gains/(losses) (24,502) (29,727)

Non-audit services comprise the provision of other assurance services

The creation and liquidation of shares in the UK Fund are tﬁansactedthrough the Partnership, through the
operation of a manager's box. The nét expense recognised comprises the following balances: .

2021 2020

: Y £

_Saleofunits 6.900,446,218 5,474,061,408

Repurchase of units’ S ) *(5,766,150,444) (5.123,470,885)

Creation of units S (2,785,318,070) (1,999,787,005)

Liquidation of units ‘ ' 1650,970,355. - 1,649,178,733.
Bank charges and interest , - (358,798) __(190,715) .

‘ (410,739) (208,554)
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Notes forming part of the financial statements for the -yeaf ended 31 March 2021 (continued)

5. - Employees

2021 2020
£ £
Staff costs consist of: :
Wéges and salaries . 15,084,771 10,357,573
Social security costs - _ : 1,617,951 1,303,303

Pension contributions 231,327 166,631

16,934,049 11,824,207

The average number of e_mplo_yees during the yearwas as follows:

2021 _ 2020
Number Number

Administration - o s 26 . 23

‘6. Members’ remuneration

Profits are shared among the Members in accordance with agreed profit sharing arrangements. Members
‘are required to make their own provision for pensions from their profit shares.

2021 - 2020

" Number Number

Average number of members, during the year ' 9 . 8

- ’ ’ . : . £ .£
Profit attributable to the Member with the largest entitlement 35,661,351 29,737,328

7. Investments

Group  Partnership ‘

£ £

Investmént Fundsmith Equity Fund, LP . 613 . -
investment 100% Fundsmith Partners (US) LLC A - 1
Investment 100%_ Fundsmith Equity Fund (GP) LLC . - 613
'Net book value at 31 March 2021 and 31 March 2020 613 - © 614

The Group has a £613 inve,stmetit in Fundsmith Equity Fuﬁd, LP, (the ‘US Fund’), a company incorporated
in Delaware, USA. .

N
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Notes[fermlng part of the ﬁnancial statements for the year erided 31 March 2021 (continued)

The Partnership has a £1 investment ina wholly owned subsrdlary, Fundsmith Panners (US) LLC (the ‘US
Operating Company’), a company iricorporated in Connecticut, USA. The us COmpany provrdes research
services to the Group and support for'its US operations. ‘ -

The Partnership has a £613 investment in Fundsmith Equity Fund (GP), tic (the ‘US General Partr\er') a-

company incorporated in Delaware, USA. The US General Partner is the General Partner to the Fundsmith’
Equity Fund, LP the US fund.

. The above are all registered at 46 Southﬁeld Ave Surte 205 Stamford CT 06902

8. Taxaﬂon on proflt

The proﬁt of the partnershrp is not subject to UK corporation tax. The £80,726 (2020: £9,677) in the

consolidated statement of- comprehensrve Income is the amount of tax paid by the US subsidiaries during the

financial year

9. Tangible fixed assets

At 31 NMarch 2020

Furniture &

COmpuﬁr

Leasehold
o Improvements Fixtures Equipment Total
Group . .
£ £ £ £
Cost or valuation 250,418 i'71.792 224,817 6'47.02'7
At 1 April 2020 . . :
Revaluation of US .
_assets at 31 March (1,207) (825) (2,032)
. 2021 exchange rate
Revalued opening _ ) :
- - palance 250,41'8 ) 170,585 2:23.9_9_2 644,995
Additions 70,678 52,433 56,781 179,892 -
At 31 March 2021 - 321,096 223,018 280,773 824,887
Depreciation -
At 1 April 2020. -108,148 83,552 137,064 328,764
Depreciation in year 21,159 59,494 63,134 143,787
Depreciation at 49a 20 . 442 . ) i
31 March 2021 129,307 143,046 200,198 472,551
) Net book value . _
At 31 March 2021 191,789 79,972 80,675 352,336
142,270 ' '88,240 87,753 318,263
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Notes forming paﬁ of the financial statements for:the year ended 31 March 2021 (cbntinued)

LLP
Cost or valuation
. At1 April 2020 -
Additions

At 31 March 2021

Depreciation
At 1 April 2020
Depreciation in year

. Depreciation at
31 March 2021

Net book value
At 31 March 2021 .

At 31 March 2020

10.» Debtors

Management fee receivable

Other debtors
Rent deposit

Prepayments and accrued income’

Trade debtors™

#2020 Debtois and Cash have:been reclassifiad. Schedulé of chi

Leasehold A Furniture Computer ’
Improvements & Fixtures Equipment Total
£ £ £ £
250,418 146,035 206,379 602,832
70,678 50,473 52,889 174,040,
321,096 196,508 259,268 776,872
108,418 69,718 126,776 304,642
21,159 53,603 59,037 © 133,799
129,307 123,321 185,813 438,441
191,789 73,187 73,455 338,431
142,270 76,317 79,603 298,190
Group Group LLP LLP
2021 2020* 2021 2020*
£ £ £ £
27,688,602 21,768,166 27,688,602 21,768,166
22,000 " 22,000 18,022 18,022
50,380 56,505 - -
27,760,982 21,846,671 27,706,624 - 21,786,188
© 439,721 685,111 439,721 685,111
274,799,741 128,265,577 274,799,741 .128,265,577
303,000,444 160,797,359 302,946,086 150,736,876
[n Note 17.

** Trade debtors and creditors represent the.debtors and creditors of the managers box that the LLP operalas as the ACD of the Fundsmith Equity Fund and ‘the

- Fundsmith sustalnable Equity Fund.

’

\
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Notes forming part of the financiai statements for the year ended 31 March 2021 (continued)

11. Creditors: amounts falling due within one year

LLP

13. Ultimate controlling party

Group Group LLP
2021 2020* 2021 2020
£ £
Ottier creditors 393,731, 326,878 303731, . 326,878
Acciuals and deferred income 14,398,664 9,323,388 14,399,168 9,323,948,
Amounts due to associate companies 67,993,886 56,781,316 - 67,993,896 56,781,316
Amounts due to subsidiary . 354,053 298,375
8'2.7'86:,291 66,431,582 83,140,848 66,730,517
Trade creditors™ 272.001 325 126,304,658 272,001 .325 126,304,658
364,787,616 192,736,240 " 355,142,173 193,035,176
2020 Creditors hm been redassified. Schedule of changes included in Note 17.
** Trade dsbtors and creditors include the debtors and creditors of the manager's box that the LLP operates as.the ACD of the Fundsmith Equity Fund and the Fundsmith
Sustainable Equity Fund.
12, Financlal Instruments
Financial instruments may be arialysed as follow:
Financial assets : .
Group " Group B LLP
2021 © 2020 2021 2020
£ £ ' £ £
Hnanqial assets ‘ - 10 27,760,982 21,846,671 - '27.708.1624 21,786,188
Financial liabilities . .
' Group Group LLP LLP
2021 2020 2021 2020
. £ £ £ £
Financia!\liabiiities . 11 82,786,291 ‘ 66,431,582 83,140,848 66,730,517

* The ultimate controlling party is deemed to be Terry Smith, based on his direct and |ndmect holdlng of

over 50% of the voting nghts of the Partnership.
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‘Notes forming part of the financial sta’_téfne‘ntsfqr the year ended 31 March 2021 (conﬂnued) .

14. Other financial corﬁmltrhents and contingencies

At 31 March 2021, the Partnershlp had commitments under non-cancellable operating leases as set out

below
' S 22 202
Expected future lease payments for the following period ‘ R - : £
Within one year ‘ 509,925 509,925
Within two to five years ' | 1846024 2,037,428
Over five years : , S 673,694 992,214

15. Related party transactions '
The PartnerShip has not disclosed as per FRSTOZ. 33.1A 'Related Party Disclosures’ relating to '
transactions between 100% controlled subsidiaries, by not disclosing information on related party -
transactions- wuthln entities that are. part of the Group.
The LLP is related to Fundsmith Investment Services Limited (FISL) due to common oontrol During the
year, the LLP was charged £188,134,293 (2020: £156,039,520) by FISL in respect of delegated
semoes
At the year-end £67,993, 896 (2020 £56, 781 ,316) remained payable.

16. Subsequent everits

There were no subsequent events.

17. Reclassified Balance Sheet items

Comparative amounts for 2020 have been restated to reflect amendments madé to change the
presentation of receivables, payables, cash and reserves. The Cash Flow Statement for the year to 31
March 2020 has also been restated- accondingly.
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Notes forming part of the financial statements for the year ended K] 'March 2021 (cor_itinue‘d)

| by

Consoilddted
Balance R .
Shest 2020 : Adj 1
Fixed assets
Investments 613
Tangibte fixed
_assets i 318,263
Current '
asgets . 318,876
Debtors 168.607;526 . {821,580)
Cash at bank X
and in hand 60,917,833
229,525,359
Creditors:
Amounts
falling due- .
withing one
year. (173.613,637)
Net current
assefs 55,911,722
Total assets
less current - ) )
liabilitles - _ 56,230,598
Net asscts
attributable .
to Members 56!2305598
Represented
Members
other
Interest
Members'
. capital
classified as
equity 7,000,000
Members’
other
interests -
other
reserves
classifted as :
equlty’ . 49,230,598 (621,580)
Amount due
to / (from) .
Members -
. 56,230,598
Total
Members®
interest
Amounts due
to / (from) .
Members : (34,598,704)
Members'
other ) .
. interests . 56,230,598 (621,580)

Adj 2 Adj3
(34,598,704) (1:712,486)
"1,712,486
. (35.518,183)
919,749
35,518,183
(35,518,183)
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Adj 4

18,122,603

(19,122,603)

Revised 2020

613

318,283

31 8.87é
150,797,359

62,630,319

213,427,678

(192,736,240)

20,691,438 -

21,010,314

21,010,314

7,000,000

13,090,835

919,749

21,010,314

919,479

. 20,080,835

21,010,314




Notes formi_ng phrt‘of the financial statements for the year ended 31 March 2021 (continded)

LLP Balance Sheet

Fixed assets

Investments
Tangible fixed assets

Cisrrent asséts

Debtors
Cash at bank and in hand

" Creditors: Amounts falilng
due withing one year

. Net current assets

Total assets less current
liabllities-
Netassets attributable to
Members

-Represented by - S

' Members other intsrest
Members' capital classified as
equity )
Members' other.intérests -
other reserves classified as .
equity
.Amount due to / (from)
Members

Total Membeérs' interest
Amounts due from Members

Members' other interests

2020

614

298,180
288,804

167,825,463

, 60,880,565

] 228,808,028

(173,912,572)

54,893,456

55192260

) 55!192!260

7,000,000

48,192,260 -

55,192,260

(34,598,704)
55,192,260

20,593,556

Adjustment2  Adjustmerit3

(34,598,704) (1.712,486)
1,712,486
(35,518,183)
919,749
35,518,183°
(35,518,183)
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Adjustment 4

Revised 2020

814

‘ 298,180

19,122,603

(18,122,603)

298,804

‘150,736,876
62,593,051

213,329,927

(193,035,175)
20,294,752

20,593,556

20,593,556

.7,000,000

12,674,077
919,479

20!593!558

919,479
19,674,077

20,593,556




' . . - . - ! ’ .
.- Notes ,form_ing part’ of the financial statements for the year ended 31 March 2021 (continued)

Adjustment 1
Consolidated reservas have.been adjusted to correct an error made in pﬂor years

Adjustment 2

Amounts previously presented as Amounts due from Members have been reclassified as
Distributions of allocated Profit. Under the Limited Luabnllty Partnershlp Agreement, the Members'
approve profit allocations on a quarterly basis, ‘however the prior year accounts:had accotinted.

for all profit as- unallocated until subsequent to year-end. The impact on the current year

accounts .are a decrease:in Debtors for £34,598,704 and: a decrease to Other reserves for
£35,518,183 to reflact profit alloeeted and an increase in Amounts due to members for £019,479

to reflect profit allocated but not distributed.

. Adjustment3, 4. .
" In prior years the Corporate ‘dealing bank account balance and credltor balance relating to the -
. mianager's box was inchided and netted under Debtors. In the cuirent year the company has
- recognised its constituents separately Therefore, the cash balance of £1,712,486 has been

moved from Debtoers to Cash in bank and in. hand and the creditors balances of £19,122,603
have been moved from Debtors to Creditors: Amounts dus within one year in the 2020
comparative statement.
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Fundsmith
FUNDSMITH LLP PILLAR 3 DISCLOSURE
31 March 2021
The Capital Requirements Directive ('CRD') and Alte‘rnative Investment Fund Management Directive (‘'AIFMD’) of

the European Union establish a regulatory capital framework across Europe, governing the amount and nature of
capital that credit institutions and investment firms must maintain.

In the United Kingdom, the CRD and AIFMD have been implemented by the Financial Conduct Authority (‘FCA')

in its regulations through the General Prudential Sourcebook (‘GENPRU'), the Prudential Sourcebook for Banks,
Building Societies and Investment Firms (‘BIPRU") and the Interim Prudential Sourcebook for Investment Business
("IPRU-INV"). )

The CRD consists of three Pillars':

e . Pillar 1 sets out the minimum capital amount that must be held by the Fimm; .

e Pillar 2 requires the Firm to assess whether its capital reserves, processes, strategies and systems are
adequate to meet Pillar 1 requirements and, further, to determine whether it should apply additional
capital, processes, strategies or systems to cover any other risks that it may be exposed to; and

e Pillar 3 requires disclosure of the Firm’s risk profile, and information about the Firm's risk management
framework and capital position. ’ ’

The AIFMD adds further capital requirements based on Alternative. Investment Fund (‘AlF’) assets under
management and professional liability risks pertaining to the Firm’s management of AlFs.

The rules in BIPRU 11 sét out the provision for Pillar 3 disclosure. This document is designed to meet the Firm's
Pillar 3 obligations.

The Pillar 3 disclosure document has been prepared by Fundsmith LLP (‘the Firm') in accordance with the

‘requirements of BIPRU 11 and is reviewed and approved by the Firm's Management Committee. Unless otherwise

S~

stated, all figures are as at 31 March 2021, the Fi)rm's financial year-end.

Pillar 3 disclosures are issued on an annual basis after the year end and are published with the annual report and
financial statements. : :

The Firm is permitted to omit required disclosures if it believes that the information is immaterial such that omission
would be unlikely to change or influence the decision of a reader relying on that information for the purpose of\
making economic decisions about the Firm.

In addition, the Firm may omit required disclosures where it believes that the information is regarded as proprietary
or confidential. Proprietary information is that which, if it were shared, would undermine the Firm's competitive
position. Information is considered to be confidential where there are obligations binding us to confidentiality with
our customers, suppliers and counterparties. No required disclosures have been omitted for these reasons.

Scope and application of the requirements

The Firm is authorised and regulated by the FCA and, as such, is subject to minimum regulatory capital
requirements. The Fimm is categorised by the FCA as a Collective Portfolio Management Investment Firm (‘CPMI’)
BIPRU Firm for capital purposes. ’ ’ -
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Fundsmith
GOVERNANCE .

The Firm maintains a Governance Framework that sets out the governance structure operated the Firm.

The Management Committee is the ultimate governing body of the Firm and is responsible for all aspects of the
Firm's business including setting the strategy and direction of the business, overseeing the day to day management
of the business, setting the Firm’s risk appetite, and for ensuring that the Firm fulfils all its regulatory obligations.

The Management Committee delegates the day to day management of the business to individual senior managers,
as set out in the business’s organisation structure and job descriptions. The business’s organisation structure chart .
sets out the line management responsibilities for Fundsmith's business activities. The Management Committee
approves any changes to, the organisation structure.

The Management Committee delegates certain oversight activities and policy approval authorities to its sub-
Committees, the Investment Risk Committee, the Stewardship and Sustainability Committee, and the Risk and
Compliance Committee. Each sub-Committee is chaired by a member of the Management Committee who reports -
on the sub-Committees activities to the Management Committee. The role of each Committee is set out in the
section on risk management below. o

This structure allows the Management Committee to focus on the overall management of the business and on the
oversight of the strategic risks faced by the Fimm.

The Firm outsources a number of activities to third-party service providers. The Firm delegates certain investment
management and related activities to Fundsmith Investment Services Limited (FISL), a company under common .
ownership.

The Management Committee holds the overall responsibility the determination of the risk appetite of the Firm and
for the identification and management of risk. The Management Committee has responsibility for setting the tone
at the top' and for ensuring that the Firm operates in a manner consistent with its risk principles.

The Management Committee is responsible for ensuring that the Firm operates in compliance with applicable legal
and regulatory requirements, and regulatory guidance.

The Firm considers that appropriate policies are in place to ensure all staff, including the members of the
Management Committee are ‘fit and proper’. All senior personnel are experienced industry professionals, and any
senior appointments are subject to the Management Committee’s approval, with due consideration to the
reputation, fitness and experience of the candidate as well as the long term strategic goals of the business.

All members of the Senior Management Team are full time and have disclosed any outside business interests.

Initial and ongoing assessments of the competence of staff are conducted, and all staff holding Senior Manager
Functions and other SMCR Certificated persons are formally assessed on an annual basis to ensure that they
remain competent to fulfil their job functions and prescribed responsibilities (All staff, including the Partners,
undergo training on a variety of regulatory topics each year. :

RISK MANAGEMENT FRAMEWORK

The Firm maintains an Enterprise Risk Management Framework to identify, measure, manage and monitor the
risks faced by the Firm, and the risks faced by the Funds and the investors in them. This includes the risk the
Firm’s conduct may pose to the achievement of fair outcomes for investors or to the sound, stable, resilient and
transparent operation of the financial markets.

The development and ongoing review of this Framework seeks to ensure that the risks facéd by the Firm and the
investors in its Funds are understood and are managed in accordance with agreed appetite and tolerance levels.
It provides the basis for enabling the Firm's ongoing assessment, control, monitoring and reporting of risk
management. The Framework is a key input to the Firm's Internal Capital Adequacy Assessment Process (ICAAP),
through which the Firmn makes an ongoing, and formal annual, assessment of the capital necessary to absorb
potential losses from the risks it faces.

The risk management process is overseen by the Management Committee.
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Fundsmith
Identification of Risk

The Firm determines its Risk Universe through a top down assessment of the risks faced by the Firm. These risks
are then defined and categorised into six risk areas reflecting the nature of the risks and how those risks are
monitored, mitigated, and managed, to form the Risk Taxonomy. '

The Risk Taxonomy aims to capture the major risks within each of those six areas, reflecting the view of senior
management, the heads of the Firm's business functions, and members of the Firm’s control functions.

The Risk Universe and Taxonomy are assessed and reviewed at least annually, as part of the Management
Committee's review and approval of the Enterprise Risk Management Framework.

The six risk areas are:

Strategic Risk — the risks to the success and development of the business including the risks arising from changes
in the external environment. These risks are mitigated and managed by the senior management of the Firm and
are monitored by the Management Committee.

Stewardship and ESG Risk — the risks to the success and development of the business arising from the failure to
incorporate ESG considerations into the research and investment process, or from the failure to engage with
investee c'ompany management. These risks are mitigated and managed by the research team and the portfolio
managers, with oversight through the Stewardship and Sustainability Committee.

investment Risk — the risks relating to the investment portfolios and to the investors in them. These risks are
mitigated and managed by the portfolio managers, the research team, and the front office and product control team, -
and are monitored by management throughout the Firm and by Compliance. Oversight is exercised by the
Investment Risk Committee. The Firm's approach to the management of Investment Risk is set out in the
Investment Risk Management Policy.

Business Model Risk - the risks to the Firm arising frﬁm the nature of its business and its business model. These
risks include credit risk, market risk, liquidity risk and regulatory capital risk, and are mitigated and managed by the
Firm’s finance function, with oversight exercised by Compliance and by the Risk and Compliance Committee.

Operational Risk - the risk of loss to the Firm or to investors in the Funds arising from inadequate or failed
'prooesses or systems, human error, or as a result of external events, including the failure of outsourced service
providers to deliver an effective service. These risks are mitigated and managed by the senior management of the
Firm, with oversight exercised by Compliance and by the Risk and Compliance Committee.

Conduct and Compliance Risk - the risk to the Firm and to the financial markets arising from failure to comply
with regulatory requirements, poor staff conduct, and financial crime.. All staff employed by the Firm and by its
outsourced service providers are responsible for their good conduct and for adhering to the Firm's legal and
regulatory obligations. The framework for the management of these risks is setout in the Compliance Manual.
These risks are monitored by Compliance, with oversight exercised by the Risk and Compliance Committee.

Risk Management Structure
The Firm operates a ‘three lines of defence’ risk management structure.
First Line of Defence

An ‘owner’ has been identified for each risk in the taxonomy. The owner is the s&znior manager responsible for the
" business function or activity to which the risk relates. This is the First Line of Defence (‘1 LoD’). The 1 LoD is
responsible for risk management — the identification, assessment, control and reporting of the risks in their function
or activity. The 1 LoD is also responsibte for the polucues and procedures in place to facilitate the management of
the risks. .

Second Line of Defence

The Second Line of Defence (2 LoD) in the Firm exercises oversight of the risk management activities undertaken
by the 1 LoD, and provides support, advice, and guidance to the 1 LoD.
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Fundsmith

The Fim's 2 LoD comprises the day to day review of activitieé by senior i'nanagement, the Firm's Compliance
function, and the sub-Committees of the Management Committee.

The Fimrm's senior management play an active role in monitoring business activities day to day, thereby exercising
real time monitoring of isk management. For example, senior management are copied on all trades requested by
the portfolios managers, the portfolios of each Fund including weightings and liquidity are circulated each day to
senior management, and reports on Fund inflows and outflows and the Firm's cash balances are circulated each
day to senior management. The compliance monitoring reports produced by an independent third party are also
copied to senior management. This allows senior management to identify issues arising and to ensure that any
issues are being managed.

The Firm’s Compliance function has an important role in the Firm's risk management processes and provides
oversight and challenge to ensure understanding and alignment of the Risk Management Framework with the
business strategy. The Compliance function provides independent guidance to the business, escalates risk
management gaps, issues, and concerns, and defines and assists the business with embedding policies and
standards.

The Compliance function is.aiso responsiblé for overseeing the compliance of the Firm’s processes with laws and
regulations and performs the testing necessary to ensure the compliance of the business with laws and regulations.

The Firm's Management Committee is the ultimate governing body and holds the overall responsibility for the
idéntification and management of risk. In order to allow the Management Committee to focus on strategic and
commercial matters it has established a sub-Committee structure and has delegated some of its responsibilities
for the oversight of risk management. There are three sub-Committees of the Management Committee.

- The Investment Risk Committee which exercises oversight of the investment risks.

The Risk and Compliance Committee which exercises overssght of the business model, operational, and
Conduct and Compliance risks.

- The Stewardship and Sustainability Committee which exercises oversight of the Firm's stewardship
activities and responsible investment processes.

Each of the sub-Committees is chaired by a member of the Management Committee, and each reports on its
activities to the Management Committee.

Third Line of Defence

The Management Committee has determined that the snze complexuty and nature of the Firm does not warrant
the Firm havmg an internal audit function.

The Firm therefore seeks independent assurance from oversight by its auditors, and from other third parties
including its depositaries, independent directors of the investment trusts, and the independent value assessment
members of the Management Committee. The Firm also engages third parties to perform specific reviews of its
activities.

Risk Ag’ petite and Key Risk Indicators

Risk appetite is the level of risk the Firm is wulling to take to meet its objectives as a Firm, and to deliver the best
outcomes for investors in its Funds.

The Firm seeks to articulate its risk appetite to facilitate objective monitoring to assess whether the Firm is operating
within its risk appetite.

The assessment of whether the Firm is operating within its ‘appetite’ for the Strategic risks and the Stewardship -
and ESG risks faced by the Firm is highly subjective, and the Firm therefore does not articulate its risk appetite in
these areas. These risks are assessed and monitored by the Management Committee and the Sustainability
Committee respectively, and these Committees determine any actions required for the Firm to reduce the risk it
faces in these areas..
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For Investment Risk, Business Model Risk, and Operational Risk, the Firm seeks to articulate its risk appetite
through numerical metrics where possible to facilitate objective assessment. For the risks where numerical metrics
are not appropriate the risk appetite is expressed through a narrative statement, and the assessment is subjective:
This is then used to determine the Key Risk Indicators (KRIs) for management reporting.

REGULATORY CAPITAL °

The Firm is a Limited Liability Partnership and its capital arrangements are established in its Partnership
Agreement. .

The Fim's regulatory capital resources are calculated in accordance with GENPRU 2 Annex 4 and comprise the
~ Members' Capital, Other reserves (unallocated profit) and Amounts due to Members (allocated profit that has not
been dlstnbuted) All the Firm’s capital is tler one capital.

At 31 March 2021 the Firm's regulatory capital totalled £27.0 million comprising the Members' capital accounts and

other reserves classified as equity.
\

REGULATORY CAPITAL REQUIREMENTS
Pillar 1

The Firm calculates its Pillar 1 requirements as the higher of the requirement calculated under IPRU-INV and under
GENPRU. .

Under IPRU-INV the Firm must maintain own funds which equal or exceed the higher of the Funds under
Management (FuM) requirement and the Fixed Overhead Requirement (FOR), plus the professional indemnity
insurance (Pll) requirement.

The FuM requirement is the sum of the base own funds requirement (€125,000) plus 0.02% (2 bps) of FuM in
excess of €250m.

- The FOR is 25% of the Firm's fixed oveme‘ads of the preceding year.

The Pl requirement is 0.01% (1 ‘bp) of the value of the portfolios of the alternative investment funds (AIFs)
managed.

Under GENPRU the Firm must maintain capital resources equal to or in excess of the variable capital requirement
which is the higher of the sum of the.credit risk capital requirement (CRCR) and the market risk capital requirement
(MRCR), and the FOR.

As a CPMI firm the calculation of the CRCR and the MRCR is in respect of “desngnated investment business”,
which for this purpose excludes managing AlFs and UK UCITS.

The requirement calculated under IPRU-INV

The relevant FuM at 31 March 2021 were £27.7 billion, resulting in a regulatory capital requirement of £5.6 million
(2 bps plus base own funds).

The FOR at that date was £2.8m.

" As the FuM requirement is higher than the FOR, under IPRU-INV the Firm's Pillar 1 capital requirement is £6.0
million (the FuM requirement plus the Pl requirement).

The requirement calculated under GENPRU
The FOR under GENPRU at 31 March 2021 was £2.8m.

The sum of the CRCR and MRCR which are calculated on items relatmg to the Firm's desngnated investment
business (which excludes the management of UCITS and AlFs) at that date was £0.9m.
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As the FOR is higher than the sum of the CRCR and MRCR, under GENPRU the Firm's Pilfar 1 capltal requnrement
is £2.8 million.

Conclusion on Pillar 1

1

" As the requirement calculated under IPRU-INV is higher than the requirement calculated under GENPRU, at 31
March 2021 the Firm'’s Pillar 1 regulatory capital requirement was £6.0 million.

Pillar 2

The Firm makes its own assessment of its capital requirements and resources (Pillar 2) through an Internal Capital
Adequacy Assessment Process (ICAAP) to identify and assess the risk of the Firm being unable to meet its
liabilities as they fall due, and the amount and nature of the financial resources the Firm considers necessary. This
process includes carrying out stress tests and scenario analysis for the risks identified and to establish the financial
resources needed in each of the circumstances and events. ' ’

The Firm's current assessment of its capital requirements is lower than the minimum capital requirements under
Pillar 1.

REMUNERATION DISCLOSURE

The Firm is a UK UCITS Management Firm, an AIFM, and provides additional designated investment services and
is subject to the FCA's Rules on remuneration set out in chapters 19B and 19E of the SYSC Sourcebook in the
FCA's Handbook (the Remuneration Codes).

The Firm's Remuneration Policy is designed to ensure that it complies with the Remuneration Codes, and that its
compensation arrangements: '

1. are consistent with and promote sound and effective risk management;
do not encourage excessive risk taking, or risk-taking which is inconsistent with the risk proﬁles or
instruments of incorporation of the funds managed by the Flrm

3. include measures to avoid conflicts of interest; and .

4. are in line with the Firm's business strategy, objectives, values and long-term interests.

Application of the requirements

The Firm is required, subject to the application of proportionality, to disclose qualitative and quantitative information
on atleast an annual basis relating to remuneration. The Firm is not a significant BIPRU firm, and makes disclosure
that are appropriate to the size, intemal organisation and the nature, scope and complexity of its activities, in
accordance with the general guidance on proportionality applicable to remuneration disclosures.

The Firm may cmit required disclosures where we believe that the information could be regarded as prejudicial to
our compliance with the UK retained law version of the General Data Protection Regulation (GDPR) on the
protection of individuals with regard to the processing of personal data and on the free movement of such data.

Disclosures
1. Summary of information on the decision-making process used for determining the Firm'’s remuneration
policy: _

e  The Firm's policy has been approved by the Management Co‘mmittee in line with the Remuneration
principles laid down by the FCA in SYSC 19B and SYSC 19E. )

. Due to the size, nature and complexity of the Firm, the Management Committee has concluded that
it is not necessary to appoint an independent remuneration comrh.ittee.

e  The Firm's policy is reviewed as part of the annual process or following a significant change to the
business requiring an update to the Firm'’s internal capital adequacy assessment.

e  The Management Committee determines the partners and staff who are Remuneration Code Staff.
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Summary of how the Firm links pay and performanée:

"The Firm distinguishes the approach to remuneration between the founding partners, the new partners,
and other staff.

K The founding partners do not receive any form of remuneration from the Firm other than their fixed.
partnership profit share. '

) The new partners are remunerated in the same way as other staff, and as they have an ownership
interest in the Firm they also receive their fixed share of the profits.

. Other staff (including the new partners) receive a salary, certain benefits, and are eligible for an
award of a discretionary bonus.

Staff salaries are set at a competitive level and aim to be sufficiently high to allow for a fully flexible
approach to the award of a discretionary bonus.

The award of a discretionary bonus is entirely at the Management Committee’s discretion and will depend
on both the financial position of the firm and the outcome of the individual's performance review which is
undertaken at the end of each financial year. The performance review prooesé takes into account a range’
of factors including the individual's performance and their broader contribution to the business. Those
employees working in control functions such as fisk management or compliance have their personal
objectives set by reference to their specific functions and will be rewarded according to the achievement
of those objectives, rather than the performance of the business more generally. -

Aggregate quantitative information on remuneratioﬁ, broken down by business area:

The Firm takes a proportionate approach to its Remuneration disclosure in line with the nature, scale and
complexity of the Firm and as such has chosen not to disclose remuneration broken down by business
area. ’

Aggregate quantitative information on remuneration, broken down by senior management and members
of staff whose actions have a material impact on the risk profile of the Firm (Remuneration Code Staff):

The Management Committee has determined that its Remuneration Code Staff are those individuals
undertaking Senior Management Functions that require approval by the FCA and any employee who is
the lead investment manager of a fund. o

For the year to-31 March 2021 as the only Remuneration Code Staff who are not founding partners are

the two portfolio managers of the investment trusts, the Firm has chosen not to disclose their aggregate
remuneration on the basis of confidentiality. ‘ '
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