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ALLIANCE TRUST SAVINGS LIMITED

DIRECTORS' REPORT .
FOR THE YEAR ENDED 31 DECEMBER 2016

The Directors present their report and the financial statements for tlte year ended 31 December 2016.
DIRECTORS' RESPONSIBILITIES STATEMENT

The Directors are respon5|ble for preparing the Directors' report, the Strategic Report and the financial
statements (the “flnanCIat statements ") in accordance with.applicable law and regulations. !

Company law requires the Directors to prepare financial statements for.each financial year. Under that law the
Directors have elected to prepare the financial -statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law), including Financial
Reporting Standard 102 “The Fmancual Reporting Standard Applicable in the UK and Republic of Ireland (FRS
102)". 4

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 affairs of the Company and of the profit or loss of the Company for that
perlod In preparing these financial statements the Directors are required to:

. select suitable accounting policies and then apply them consistently;

e make judgments and accounting estimates that are reasonable and prudent;

« state whether applicable UK Accounting Standards including FRS 102 have been followed; and _

e prepare the financial statements on the gomg concern basis unless it is inappropriate to- presume that the
Company will continue in busmess .

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Company's. transactions and disclose with reasonable accuracy at any time the financial position of the
Company and enable them to ensure that the financial statements comply with the Companies Act 2006. They
are also responsible for. safeguarding the assets of the Company -and hence for taking reasonable steps for
the preventlon and detection of fraud and other irregularities. :

RESULTS AND DIVIDENDS
' The p_rofit for the year, after taxation, amounted to £1,174,000 (2015: loss £5,227,000).

The Directors do not proposethe payment of a dividend (201Sf Nil). -
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ALLIANCE TRUST SAVINGS LIMITED

DIRECTORS‘ REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2016

DIRECTORS

' The Directors who served during the year, or were appointed after. the year end were: |

Patrick Mill . . ’ R o
Jonathan Anderson (appomted 20 January 2016) ‘ :

Gregor Stewart (appointed 20 January 2016)

Tim Tookey (appointed 19 May 2016) .

Katherine Garrett-Cox (resigned 20 January 2016) - .

Ramsay Urquhart (resigned 20 January 2016)

John Hylands (resigned 3 May 2016)

DISCLOSURE OF INFORMATION TO THE AUDITOR

Each of the pefsons who are Directors at the time when this Dire_ctors' report is apprcved has confirmed that:

¢ so far as that Dlrector is aware, there is no relevant audit mformatlon of which the Companys auditor is
unaware, and

. that Director has taken all the steps that ought to have been taken as a Director in order fo be aware of any
relevant audit information and to establish that the Company's auditor is aware of that information.

AUDITOR

The audltor Deloitte LLP, WI|| be proposed for reappomtment in accordance W|th section 485 of the -
Companies Act 2006. ) ) .

This report was approved by the Board and signed on ité behalf.-

lan Anderson
Secretary

21% March 2017
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ALLIANCE TRUST SAVINGS LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2016

BUSINESS REVIEW

Alliance Trust Savings Limited (ATS), which is wholly owned by Alliance Trust PLC, is a financial services
business that is authorised by the Prudential Regulatory Authority (PRA) and regulated by the Financial
Conduct Authority (FCA) and PRA, under firm reference number 116115. ATS has a banking licence and
operates under the banking regime. The business supports the creation and management of personal wealth
giving customers the ability to research, buy and sell a wide range of investments through a range of financial
products including Self Invested Personal Pensions (SIPPs), Individual Savings Accounts (ISAs) and
Investment Dealing Accounts. o S ' :

. ATS is an execution-only platform business that operates under three customer channels: Direct, Intermediary
and Partnerships. The Partnerships channel was established in April 2016 following the completion of the

" second tranche of the Stocktrade book of business acquisition from Brewin Dolphin agreed in 2015. The

Partnership channel operates under the Stocktrade brand and provndes executlon -only stockbroklng services to
a varlety of: corporate chents o . L .

* The focus over 2016 has been on the mtegratuon of Stocktrade mto the core busmess offering. and. the
continued delivery of-a new technology platform. The establishment of a standalone Board and Governance
structure has given-ATS the focus needed to deliver the strategic business plan and good -organic growth. As a
result of the-Stocktrade acquisition and organic growth both customer numbers and assets under administration
mcreased S|gn|f|cantly over 2016 .

Operatlng mcome grew durlng the year to £21,627k an increase of 57.9% year on year, “driven by the
acquisition. of the Stocktrade business and organic growth from the existing Direct and Intermediary channels.
. ATS delivered.an overall profit of £1,174k for the year. Included within the overall result-are some non-recurring
expenses which consisted of regulatory costs in relation to on-going operations as well as restructuring :and
reorganisation costs in line with the integration of the Stocktrade.business. :-However these non-recurring
expenses were more than offset by the gain on discontinued business. Accordingly the Directors of the
Company are pleased to report the return of ATS to profltabulty, with a profit on contlnumg busmess of £1,242k
before non-recurring expenses. ’

The completion. of the acquisition of Stocktrade together with the investment in new technology were key
- developments for ATS and the Dlrectors believe that the business is now well posmoned to accelerate
performance in 2017.

The Company has a number of key strengths which position it well in the market:

Fixed-fee prlcmg ATS has a simple fixed-fee structure.
Investment choice — one of the broadest ranges of investments in the platform market.
Banking licence — ATS utilises the banking licence to generate net interest margin. :
. Alliance Trust — ATS has the backing of a strong parent, independent of banks and life company product
providers. . , i
o Diversity of- dlstrlbutlon channels - ATS now operates three channels Dlrect Intermediary and
; Partnershlps : . :

FUTURE DEVELOPMENTS

Looking ahead over 2017 it is expected the new platform will be launched for new business in the Intermediary
channel and subsequently the existing Intermediary book of clients will be‘migrated onto this platform. The new
technology is planned to be implemented in the Direct channel along with a new and enhanced proposition.
The foundations established in 2016 as a standalone business and leading into-2017 set ATS up to accelerate
" the growth of the business.
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ALLIANCE TRUST‘ SAVINGS' LIMITEI) »

. STRATEGIC REPORT (CONTINUED) -~ © © o ian o to o o = on e 3
FORTHE YEARENDED 31 DECEMBER2016 ~ * - - = "' . 7 7 "0 .f o

PRINCIPAL RISKS AND UNCERTAINTIES

The Company's nsk management strategy is to |dent|fy potentral events that may impact the busmess and to
. manage these within the risk-appetite set by the Board. The principal risks'facing ATS can be categorised into -
strategu: t” nancial, operational and conduct risks, as summarlsed betow '

' Strateglc risk -

- Strategic risk is considered to be those rrsks that could impact the achievement of the strategic plan, with
specific focus on competitor behaviour, market posmon product proposition and external threats. This risk is
managed through the ongoing strategic planning process and rlsk assessment that allows the Company to
react and respond to srgmflcant strategrc threats :

Financial risk

The Company is exposed to a variety of financial risks namely: credit rlsk interest rate risk and I|qU|d|ty risk.
The Board sets the financial risk appetite for the Company, including relevant policies and risk measure limits.
Financial risk is regularly monitored by the Asset and Liability Committee to ensure the Company remains
compliant with its regulatory capital and liquidity obligations and its internal risk appetite levels.

" Credit risk arises through counterparty risk with other financial institutions where they have an obligation to
satisfy a commitment or obligation at a future date. Due diligence is performed on each counterparty with
approved institutions subject to a minimum credit rating, restrictions on maturity dates and concentration limits.

Interest rate risk is generated through holding interest bearing assets and liabilities, mainly as a resuit of
accepting customer deposits which arise as a consequence of dealing and investment activity. Interest rate risk
is managed by setting limits on the maximum permitted sensitivity to both changes in the valuation of the
Company'’s equity and to the adverse impact to earnings given changes to interest rates.

Liquidity risk primarily arises as a result of accept_ing customer deposits, all of which are available on-demand
- to customers. Liquidity risk is managed by setting limits on the minimum amount of liquid assets permitted and
on the nature of the Company's funding structure. .

Operational risk

Operational risk is defined as the risks arising from people, processes, systems or external events. Operational
risks arise as a consequence of the nature of the underlying business and require a strong control environment
to exist to limit the exposures across the Company. This is achieved using a Risk and Control Self Assessment
process which ranks the risks and creates a control oversight process.. This is supplemented through the
oversight provided by busmess management and the Risk & Compliance function.

Conduct rlsk

»Conduct risk is defined as the risk that detriment is caused to customers due to rnapproprlate judgement in the

execution of the products and services provided by the Company. This risk-extends to the nature and .
performance of the products offered ‘as well as the nature of their distribution and appropriateness. for the

- defined client base. Conduct risk management is at the heart of the business and is included within the product

" proposition development and root cause anaIy5|s processes when analysing -and revrewmg customer -
complaints.’
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ALLIANCE TRUST SAVINGS LIMITED

STRATEGIC REPORT (CONTINUED) : o
FOR THE YEAR ENDED 31 DECEMBER 2016 . - -

' KEY PERFORMANCE INDICATORS

A number of key performance indicators are used to nieasure the Company’s progress over time and are noted
below. These highlight considerable progréss with a significant increase in assets under administration and
client accounts,'in addition to an uplift in the transaction volumes in the year. The total number of customer
accounts has.also increased significantly from 31 December 2015, reflectlng the on-boarding of Stocktrade
Partnership clients and organrc growth.

+

2016 2015 % change

: Assets under admlnlstratlon (Ebn) Lo : 13.6 ‘ 85 - +60%
~ Customer accounts o 110,962 84,746 : +31%
. Number of trades : B 673,486 539,222 +25%
Operating income (£000) - 21,627 - 1389 - +38%
Profit / (loss) on continuing business before non- . o :
recurring expenses (£000) - 1,242 (3,153) ~ -

Profit / (loss) before tax (£000) - ' 1,174 _ (5,227) : -

GOING CONCERN

- The Corr\pany's business activities together with any factors likely to affect its future developr‘hent and position
are set out above. ) ‘

The Directors have made an assessment of the Company’s ability to continue as a going concern and are
satisfied that the Company has the resources to continue in business for the foreseeable future.

On the basis of their assessment of the Company's financial position, the Company's Directors have a
reasonable expectation that the Company will be able to continue in operational existence for the foreseeable
future. Thus they continue to adopt the going concern basis of accounting in preparing the annual financial
statements. The Company's use of the going concern basis is discussed in note 1 to the financial statements.

This report was approved by the board on 21% March 2017 and signed on its behalf.
\ A

R

lan Anderson
Secretary
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ALLIANCE TRUST SAVINGS LIMITED
INDEPENDENT AUDITOR'S REPORT To THE. MEMBERS OF ALLIANCE TRUST SAVINGS LIMITED

We have audited the financial statements of Alliance Trust Savings Limited for the year ended 31 December
2016 which comprise the Statement of Comprehensive Income, the Balance Sheet, the Statement of Changes
in Equity, the Cash Flow Statement and the related notes 1 to 24. The financial reporting framework that has
been applied in their preparation is applicable law and United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practlce) including FRS 102 “The Financial Reportlng Standard appllcable in
the UK and Republic of Ireland”.

This repbrt is made solely to the company’s members, as a body, in 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. To 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 opinions we have formed.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITOR

As explained more fully in the Directors’ Responsibilities Statement, 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 is to audit and express-an opinion on the financial statements in accordance with applicable law
. .and International Standards on Auditing (UK.and Ireland). Those standards require us.to comply with the
Auditing Practices Board's Ethical Standards for Auditors. '

SCOPE OF THE AUDIT OF THE FINANCIAL STATEMENTS

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to
give reasonable assurance that the financial.statements are free from material misstatement, whether caused
by fraud or error. This includes an assessment of: whether the accounting policies are appropriate to the
.company’s circumstances and have been consistently applied and adequately disclosed; the reasonableness of
significant accounting estimates made by the directors; and the overall presentation of the financial statements.
In addition, we read all the financial and:non-financial information in the annual report to identify material -
inconsistencies with.the audited financial statements and to identify any information that is apparently materially
incorrect based on, or materially inconsistent with, the knowledge acquired by us in the course of. performing
the audit. If we become aware-of any apparent material misstatements or inconsistencies we consider the
implications for our report.

OPINION-ON FINANCIAL STATEMENTS

In our opinion the financial statements:

e give a true and fairview of the state of the company's affairs as at 31 December 2016 and of its profit for the
year then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practlce

, and
e have been prepared in accordance with the reqwrements of the Companles Act 2006
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ALLIANCE TRUST SAVINGS LIMITED
INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF ALLIANCE TRUST SAVINGS LIMITED
OPINION ON OTHER MATTERS PRESCRIBED BY THE COMPANIES ACT 2006

In our opinion, based on the work undertaken in the course of the audit:

¢ the information given in the Strategic Report and the Directors’ Report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

e the Strategic Report and the Directors’ Report have been prepared in accordance with applicable legal
requirements.

In the light of the knowledge and understanding of the company and its environment obtained in the course of
the audit, we have not identified any material misstatements in the Strategic Report and the Directors’ Report.

MATTERS ON WHICH WE ARE REQUIRED TO REPORT BY EXCEPTION

We have nothing to report in respect of the foIIowmg matters where the Compames Act 2006 requwes us to
report to you if, in our opinion:
e adequate accounting records have not been kept, or returns adequate for our audlt have not been recelved
from branches not visited by us; or -
¢ the financial statements are not-in agreement with the accountmg 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.

Andrew Partridge (Senior statutory auditor)
for and on behalf of Deloitte LLP .
Chartered Accountants and Statutory Auditor-
Edinburgh, United Kingdom

21% March 2017
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ALLIANCE TRUST SAVINGS LIMITED

STATEMENT_OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2016

Continuing‘ Discontinued Total = Continuing Discontinued Total

activities before taxation

2016 - 2016 2016 2015 2015 . 2015
Note = . £000 £000 £000 - £000 £000 - £000
Intérest receivable .8 4,288 . - 4288 2691 - 2,691
Interest payable - (78) . - (75) - (173) - (173)
Net interest income ‘ - 4,213 : - 4,213 2,518 _ - 2,518
Savings and pénsion plan income 3 © . 16,903 : u. 16,903 10,692 - . B o 10,692 .. -
Other.income 511 - 511 485 - 485
Operating income - _ 21,627 - 21627 13,695 - - 13,695
Administrative expenses (20,385) - (20,385) (16,848) - (16,848)
Non-recurring expenses: ' ’ . ' , SR
Restructuring and , IR L
reorganisation . (1,058) : ;- (1,058) ' - s
Other . ‘ (726) - (726) - - -
~ Total administrative expenses ‘ _ (22,169) : - - (22,169) - (16,848) - -..-(16,848) .
Loss on operating activities (542) . (542) ’ (3,153) . ('3,153)- o
. before taxation ’ A o : : :
Gain / (Iosé) on discontinued 19 : - 1,716 1,716 - - (2:,074’) (2,074)
business . : - :
Profit / (loss) on ordinary 4 (542) 1,716 . 1174 (3,153) (2107.4) -(5,22’7) .

Other comprehensive income for
the year, net of tax

Total comprehensive income : y ) '
for the year | (542) . 1,716 1,174 (3,153) (2,074) . '(5,2.2,'7)

Profit / (loss) on continuing
business before non-recurring - )
_expenses 1,242 (3,153)

The notes on pages 12 to 33 form part of these financial statements.
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ALLIANCE TRUST SAVINGS LIMITED

BALANCE SHEET :
AS AT 31 DECEMBER 2016 "~~~ .- " ..

Fixed assets
Intangible fixed assets

. Tangible fixed assets

Current assets -

Investments

- Cash at bank and balances with the Bank of England

- Loans and advances to credit institutions
- Debt securities

Debtors — amounts falling due within one year

Creditors — amounts falling due within one year
Net current assets

Net assets

- Capital and reserves
Called up share capital

Profit and loss account

Total Shareholders' Funds

‘Note ' i

10

11

12

13

14

" 15

16

17

',The notes on pages 12 to 33 form part of these financial statements.

. The financial statements of Alliance Trust Savmgs L|m|ted (reglstered number 3098767) on pages 8 to 33 were . . ‘
approved by the Mon 21% March 2017 and were signed on its behalf by: -

Director

L 172016 2015
£000 £ooo
37,718 16,654

88 80
37,806 16,734
790,596 30,116
/70,000 180,000
254,765 436,704

' 23,607 10,026
1,138,968 656,846
(1,106,288) (619,327)
32,680 37,519
. 70,486 54,253
107,941 92,941
(37,455) (38,688)

70,486

54,253
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ALLIANCE TRUST SAVINGS LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2016

Called up Retained o

‘ Note  share capital earnings 'Tota_] .
4 . £000 £000 £000
Balance as at 1 January 2015 - ' 55,841 - (33,533) - 22,308
Loss for the year ' i ' (5,227) (5,227)
Other comprehenswe income for the year o - ' - oo
Total comprehenswe income for the year v 3 : - (5,227) (5,227)

Reserves impact of charge from parent for Long . -

" Term Incentive Plan : - 72 . 72
Proceeds from shares issued 37,100 - 37,100
Total transactions with owners, recognised
directly in equity - . : -~ 37,100 72 : 37,172
Balance as at 31 December 2015 . 92,941 (38,688) - 54,253
Balance as at 1 January 2016 . : 92,941 . (38,688) 54,253
Profit for the year o _ ' 1,174 - 1,174
Other comprehenswe income for the year . . ' - . ) - -

- Total comprehensive income for the year _ - - 1,174 1,174
Reserves impact of charge from parent for Long Lo . .

Term Incentive Plan 7 _ - 59 . . 59

- Proceeds from shares |ssued : 17 ] 15,000 - - . 15,000

- Total transactions with owners, recogmsed ) _ . . .
directly in equity . ‘ 15,000 59 15,059
Balance as at 31 December 2016 - o . 107,941 (37,455) 70,486

. \ ’
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ALLIANCE TRUST SAVINGS LIMITED : ' ‘ .

CASH FLOW STATEMENT .
FOR THE YEAR ENDED 31 DECEMBER 2016

] 2006 2015
. Note _£000'0 ‘_.E.OOO “
Net cash frjom:oper;atihg'activitieS’ -  ' '. ' : 24 v _'480,87\"[. 146,898
Net .cééh}generated:frqm.oberating activities - . , ' . 480,877 146,898‘
Cash floxn) from investing activities - oo RN
Purchase .of intangible fixed assets ‘ ‘(27,706) - (7,830)
Purchase of tangible fixéd assets : o o ‘ o (77) A (75)
“Purchase of finanqiél investments . - B (174,661) . | (125,094_,)
‘Net cash flow from investing activities o , | . ‘ (202,444) : (132,999)
Cash flow. from financing activities
_Proceeds from issue of ordinary share 6épi.tal _ 15,000 ‘ 37,100
Net cash flqw from financing activities : | - ’ 15,000 o 37,100
Net increase in cash and cash equivalent§ ) ‘ | 29?;,433 50,999
Cash and cash equivalenté at the beginning. of the year’ A 521,726 470,727
Exchange gains/(losses) on cash and cash equivalénts ’ ' - -
Cash and cash equivalents at the end of the yeér : ' 815,159 521,726
Cash and cash equivalents consists of: _ .
Cash at bank and balances with the ‘Bank of England .12 .  790,1'48 o . 30,116
Loans and advances to credit institutions . ' . : 13 ' ‘ - ;I80,0QO
Debt securities - | | ) 14 25011 311,610
Cash and cash equivalents N o 815150 52176

The noteé on pages 12 to 33 form part of these financial staterﬁents.
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ALLIANCE TRUST SAVINGS LIMITED

NOTES TO THEVFINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2016

1,

ACCOUNTING POLICIES

General information -

Alliahce Trust Savings Limited is a pnvate Ilmlted company hmlted by shares and is. mcorporated in
the United Kingdom. The address of its reglstered office |s PO BOX 164, 8 West Marketgalt
Dundee, DD19YP.., : S

The financiat statements are prepared in Pound Sterllng whlch is the funct|ona] currency of the
Company : A L C

Basis of preparatlon of flnanclal statements and statement of compliance

The financial statements have been prepared in accordance with applicable accounting standards
and under the historical cost convention. The financial statements of Alliance Trust Savings Limited
are prepared in accordance with the Companies Act 2006 and applicable accounting standards in
the United Kingdom and Financial Reporting Standard 102, “The Financial Reportlng Standard -
applicable in the United Kingdom and the Republic of Ireland” (“FRS 1027).

Summary of significant accounting policies
The principal accounting policiés are summarised below. They have been applied consistently
throughout the current year and the preceding year.

Going concern

In assessing the Companys going concern position as at 31 December 2016, the Directors have
considered a number of factors including the Company's capital structure, its funding-and liquidity
position and its future financial performance. In addition, the Directors have performed stress tests
on capital and liquidity in line with requirements established by the Bank of England and these
provide assurance that the Company has sufficient capital and liquidity. to operate under stressed
conditions.-

The assessment concluded that, for the foreseeable future, the Company has sufficient capital to
support its operations and has a funding and liquidity base which is strong, robust and well
managed. As a result of the assessment, the Directors have a reasonable expectation that the
Company has adequate resources to continue in operational existence for the foreseeable future -
and therefore believe that the Company is well placed to manage its business risks successfully in
line with its business model and stated strategic aims despite the current uncertain economic
outlook. Accordingly, they continue to adopt the going .concern basis. in preparing the annual

- financial statements.

Income

Savings and pension plan income prlmarlly comprise i) financial servicés fees that are earned as
services are provided, which might include, for example, periodic account fees where income is
recognised as the service is performed using the percentage of completion method and ii) financial
services fees that are earned on the execution of a significant act, which might include fees.
received on the execution of a trade on behalf of a client. where income is recognised when the
significant act is performed.

Annual, quarterly and inclusive account fees are accounted for on a time apportioned basis. -

Interest
Interest income is recognised in the Statement of Comprehenswe Income as it accrues.
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ALLIANCE TRUST SAVINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

1.

the Balance Sheéet date FATTL T e

ACCOUNTING POLICIES (CONTINUED)

Debt securities :

Debt securities with fixed maturlty dates are included in the Balance Sheet at a cost adjusted .
valuation for the amortisation of premiums or discounts arising on purchase which are taken to
interest receivable in the Statement of Comprehensive Income, over the period to redemption. Debt
securities can be used as both a source of regulatory liquidity and as a source of income. They are
purchased with the intention of being held to maturity. Where securities are sold before the maturity
date any gain or loss on sale is recognised and noted separately in the Statement of
Comprehenswe Income. ln accordance Wlth UK GAAP a provnsmn WIII be made for any |mpa|rment

Currenttax T et - e A R N o RUTIRED
Current tax; including UK corporatlon tax‘and, forelgn tax; is prowded at amounts expected to be
pald {or'recovered) usmg the tax rates and Iaws that have been enacted or substantlvely enacted by

A

Deferred taxatlon ‘ o A
Deferred tax arises from timing differences: between’taxable profits and total comprehensive income
as stated in the financial statements.. These timing differences arise from the inclusion: 6f income
and expenses in tax assessments in periods dlfferent from those in whlch they are recognlsed in the
f nancial statements o S

Deferred tax is-recognised on all timing differences at the reporting date except for certain .
exceptions. Unrelieved tax losses and other deferred tax assets are only recognised when it is
probable that they will be recovered against the reversal of deferred tax liabilities or other future
taxable profits.

Deferred tax is measured using tax rates and laws that have been enacted or substantively enacted
by the Balance Sheet date and that are expected to apply to the reversal of the timing difference.

Deferred tax assets and liabilities are undiscounted under FRS 102.

Intangible fixed assets and amortisation

Intangible fixed assets comprise the Stocktrade book of business and dlrectly attrlbutable
integration costs and technology assets developed and used to facilitate the services provided to
the Company's customers and to enable the Company to comply with its regulatory and accounting
requirements. These are stated at cost-less amortisation and any recognised impairment loss.
Amortisation is provided to write off the cost of intangible fixed assets by equal instalments over
their useful economic lives from the month after purchase or completion. An impairment review is
carried out if there is any indication of impairment and a provision will be made where required.

Technology development assets are expected to-have a useful,life up to.a maximum period of 10
years., Enhancements to the Companys technology assets that match the above criteria and have
expected future benefits are capitalised. The amortisation rate applied to the Company’s strategic
client platform. is.such as to write off the cost over. the. estimated .useful life of 10 years. The
amortisation rate applled to.the book of busmess is such as to wrrte off the cost over the estlmated
useful llfe of 10’ years. ' :
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ALLIANCE TRUST SAVINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS - .

FOR THE YEAR ENDED 31 DECEMBER 2016

1.

ACCOUNTING POLICIES (CONTINUED)

Tangible fixed assets and deprematlon
Tangible fixed assets-are stated at cost less depreciation and any recognised |mpa|rment losses.
They are depreciated so as to write off the cost of each asset over tts estimated useful life.

DepreC|at|on is prowded at rates calculated to write off the cost of fixed assets Iess thelr estlmated
resrdual value, over their expected useful lives on the following bases: :

Computerequrpment - 3years

Tanglble assets are derecognlsed on disposal or when no future economic benefits -are expected

.On  disposal, the difference ‘between the net disposal proceeds and the carrying amount is

recognised in the Statement of Comprehenswe Income and mcluded within the operating proflt

Impalrment of non-fmanclal assets

At each Balance Sheet date non-financial assets not carrled at fair value are assessed to determine
whether there is an indication that the asset (or asset's cash generating- unit) may be |mpa|red If
there is such an indication the recoverable amount of the asset (or asset's cash generating unit) is
compared to the carrying-amount of the asset (or asset’s cash generating unit).

The recoverable amount of the asset (or asset's cash generating unit) is the higher of the fair value
less costs to sell and value in use. Value in use is defined as the present value of the future pre-tax
and interest cash flows obtainable as a result of the asset's (or asset's cash generating unit)
continlied use. The pre-tax and interest cash flows are discounted using a pre-tax discount rate that
represents the current market risk free rate and the risks inherent in the asset.

If the recoverable amount of the asset (or asset’'s cash generating unit) is estimated to be lower
than the carrying amount, the carrying amount is reduced to its recoverable amount. An impairment
loss is recognised in the Statement of Comprehensive Income, unless the asset has been revalued
when the amount is recognised in other comprehensive income to the extent of any previously

" -recognised revaluation. Théreafter any excess is recognised in the Statement of Comprehensive
Income. ’

" If an impairment loss subsequently reverses, the carrying amount of the asset (or asset's cash

generating unit) is increased to the revised estimate of its recoverable amount, but only to the extent
that the revised carrying amount does not excéed the -carrying amount that- would have' been
determined (net of depreciation or amortisation) had no impairment loss been recognised in prior
periods. A reversal of an impairment loss is recognised in the Statement of Comprehensive Income.

Goodwill (if any) is allocated on acquisition to the cash generating unit expected to benefit from the
synergies of the combination. ‘Goodwill is mcluded in the carrymg value of cash generatmg units for
lmpalrment testlng .
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ALLIANCE TRUST SAVINGS LIMITED

NOTES TO,THE'FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

1.

ACCOUNTING POLICIES,(CONTINUED)

Financial Instruments
The Company has chosen to adopt Sections 11 and 12 of FRS 102 in respect of financial
mstruments . :

(a) Financial assets

Basic financial assets, including debtors and cash and bank balances, are initia_lly recognised at
transaction price, unless the arrangement constitutes a financing transaction, where the transaction

.is measured at the present value of the future receipts discounted at a market rate of interest.

Such assets are subsequently carried at amortised cost using the effective interest method.

At the end of each reporting period financial assets measured at amortised cost are assessed for
objective evidence of impairment. If an asset is impaired the impairment loss is the difference
between the carrying amount and the present value of the estimated cash flows discounted at the

- asset's original effective interest rate. The impairment loss is recognised in the Statement of

Comprehensive Income lmmedrately

If there is a decrease in the impairment loss arising from an event occurring after the lmpalrment
was recognised the impairment is reversed. The reversal is such that the current carrying amount
does not exceed what the carrying amount would have been had the impairment not previously

-been recognised. The |mpa|rment reversal is recognlsed in the Statement of Comprehenswe

Income |mmed|ately

Fmancua| assets are derecognlsed when (a) the contractual rights to the cash rows from the asset
expire. or are settled, or (b) substantially all the risks and rewards of the ownership of the asset are
transferred to another party or (c) control of the asset has been transferred to another party who has
the practical ability to unilaterally sell the asset to an unrelated third party without - |mposmg
additional restrictions. :

(b) Financial liabilities

Basic financial liabilities, including customer deposits, trade and other payables, are initially
recognised at transaction price, unless the arrangement constitutes a financing transaction, where
the debt instrument is measured at the present value of the future receipts discounted at a market
rate of interest. . '

Debt instruments are subsequently carrled at amortnsed cost, using the effectlve mterest rate
method. .

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers. Accounts payable are classified as current liabilities if payment is
due within one year or less. If not, they are presented as non-current liabilities. Trade payables are
recognised initially at transaction pnce and subsequently measured at amortised cost usmg :the
effective lnterest method. . : .

Financial liabilities are derecognised when the liability is extinguished, that is when the contractual
obligation is discharged, cancetled or expires.

(c) Offsetting
Financial assets and liabilities are offset and the net amounts presented in the financial statements

when there is an enforceable right to set off the recognised amounts and there is an intention to
settle on a net basis or to realise the asset and settle to liability simultaneously.’
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ALLIANCE TRUST SAVINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

1.

‘2.

. FOR THE YEAR ENDED 31 DECEMBER 2016

ACCOUNTING POLICIES (C_ONTINUED)

Cashand cash equivalents

Cash and cash equivalents include deposits held on demand with banks (including the Bank of
England) and other short-term highly liquid mvestments W|th original maturities of three months or
less.

Employee benefits

" The Company provides a range of benefits to employees including paid holiday arrangements and

defined contribution pension pIans

Short term benefits
Short term benefits, including holiday pay and other similar non- monetary benefits, are recognised
as an expense in the period in which the service is received. :

Pensions ) ‘ :

Alliance Trust PLC operates a defined contribution scheme and a def" ned beneflt scheme The
defined benefit scheme closed to new members in 2005 and ceased accrual in 2011. Previously all
employees were employed by a fellow subsidiary of Alliance Trust PLC, being Alliance Trust
Services Limited, and that company was the sole participating employer in the defined benefit
scheme. From 1 January 2016 all staff were employed by Alliance Trust Savings Limited. The
obligations of the' Company and previously of Alliance Trust Services Limited in relation to the
defined benefit scheme are guaranteed by Alliance Trust PLC and all costs of the scheme are met
by Alliance Trust PLC. Full disclosure of the pension scheme arrangements is included wnthm the
financial statements of Alliance Trust PLC.

Share based payments ‘
Alliance Trust PLC operated three share based payment schemes during the year, the All Employee

Share Ownership Plan (AESOP) which ceased in-June 2016, the Long Term Incentive Plan (LTIP)

and the Deferred Bonus Award. The cost is allocated to.the Company where appropriate and is
recognised within administrative expenses. Full disclosure of the schemes is included within the

financial statements of Alliance Trust PLC and the proportion recognlsed within the financial
statements of the Company has been disclosed in note 7.

CRITICAL JUDGEMENTS AND ESTIMATES IN APPLYING ACCOUNTING POLICIES

The preparation of the financial statements requires management to make judgements, estimates
and assumptions that affect the application of the accounting policies and the reported amounts of
assets and liabilities, income and expenses. Actual results may differ from these estimates.

Estimates and .underlying assumptions are contmually evaluated-and are based on historical
experience and other factors. Revisions to accounting estimates are recognised in the period in
which the estimates are revised and in any future periods affected.

- (a) Critical judgements in applying_the Company’s accounting policies

() ~ Acquisition of Stocktrade'book of bustness (note 23)

- In May 2015 the‘Company agreed to acquire the Stocktrade book of business from Brewin Dolphin.

Recognition of the acquisition-required judgement as it was agreed that the book of business would
be transferred to the Company in two phases; effectively splitting the acquisition into two distinct -
events from a regulatory and control perspective. The Private Client book of business has been -
operated and controlled by the Company from 28 September 2015, being the phase on€ acquisition -
date, when these clients transitioned onto the Company’s terms and conditions and migrated onto
the Company’s platform. Partnership clients did not migrate to the Company until 29 April 2016,
being the phase two acquisition date, when these clients transitioned onto the Company’s terms and
conditions and the Company assumed responsibility for administering these clients on its platform.
Following review of the transition' of control of Stocktrade the Directors are satisfied that the
acquisition has been appropriately reflected in the financial statements.
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ALLIANCE TRUST SAVINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS -
FOR THE YEAR ENDED A DECEMBER 2016

2,

- CRITICAL JUDGEMENTS AND ESTIMATES IN APPLYING ACCOUNTING POLICIES (CONTINUED)
(b) Key accountlng estlmates and assumptions
: (||) " Assessment of estimated useful economic Ilves of mtanglble assets (note 10)

" The Company is maklng a significant investment in the development of a new strateglc client
platform and has acquired the Stocktrade book of business_from Brewin Dolphin. The Company has
a policy for capifalising and amortising such intangible -assets, which the Directors have reviewed
and approved, ensuring they are treated in accordance with FRS 102. It is estimated that the new
‘strategic client platform, GBST Composer, and the Stocktrade book. of business will provide future
economic benefits to the Company for a period of at least ten years. As a result although future
economic benefit and the useful lives of these intangible assets cannot be guaranteed related
expenditure has been capitalised and is being amortised over ten years. :

(iii) Provisions for other-liabilkities (note 19)

"Provision is made for taxation on unauthorised payments made from the Full SIPP business whilst
under the Company’s administration, client detriment and claims against the Company and for the
Financial Services Compensation Scheme (FSCS) Levy. These provisions require management’s
best estimate of the costs that will be incurred based on legislative and contractual requirements. In
addition, the timing of the cash flows and the calculations used to establish net present value of the
obllgatlons require management s judgement.

SAVINGS AND PENSION PLAN INCOME

2016 2015

-£000 £000
Annual and periodic fees earned as services are provided . 9,458 ’ 6,988
Transaction fees earned on the execution of client trades ) 7,445 3,704
: ‘ 16,903 10,692
PROFIT / (LOSS) ON ORDINARY ACTIVITIES BEFORE TAXATION
Profit / (loss) on ordinary activities before taxation.is stated after charging:
2016 © 2015
£000 £000
Depreciation of tangible fixed assets: ) ) -
- owned by the Company ' . - 69 : 100
Amortisation of intangible fixed assets ’ 1,461 523

The charge for amortisation of intangible. fixed assets and depreciation of tangible fixed assets is
included in the admmlstratlve expenses line item in the Statement of Comprehensive Income
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ALLIANCE TRUST SAVINGS. LIMITED

'NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

5.  AUDITOR'S REMUNERATION

2015
£000 -

43

59

2016

£000

Fees payable to the Company's auditor for the audit of the C
Company's annual report and financial statements , . 64
Fees payable to the Company's auditor for other services: o T

: Audit related assurance services o ; 69

o !

The other audit related assurance services provided by the auditor, Deloitte LLP, were in relation to the
provision of a Client Assets Report to the Financial Conduct Authority. In relation to the prior year other
audit related-assurance services comprise the provision of a Client Assets Report to the Financial .
Conduct Authority, for which fees of £35,000 were charged to the Company, and the completion of an

audit:of regulatory returns for the Company, for which the fees of £24,000 were charged to the Company.

6.  STAFF COSTS

In 2015 all staf'f. were employed. Sy Alliance Trust Services Limited, a fellow subsidiary of Alliance Trust
PLC. Alliance Trust Savings Limited paid a recharge to Alliance Trust Services Limited in respect of the

staff costs. From 1 January 2016 Alliance Trust Savings Limited directly employed all staff.

Staff costs were as follows: ‘

2015

2016
B £000 £000
Wages and salaries ' B 6,982 5494
Social security costs A . 894 606
Other pension costs : 749 645
) : 8,625

6,745

The average monthly number of empiloyees, including the Directors, during the year was as follows:

. 2015

2016
No. No.
Full time o L 225 157
Part time } ’ 15 10
240 - -~ 167
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ALLIANCE TRUST SAVINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

6.

STAFF COSTS (CONTINUED)

DIRECTORS"REMUNERATION

2016 2015

£000 £000

Directors’' emoluménts ' ‘ 447 . 399
Amounts receivable under long term incentive schemes ' .. 6 62
Contributions to money purchase pension schemes . 25 27
478 | 488

The eggregate emoluments and amounts receivable under long.term incentive schemes of the highest
paid director was £258,889 (2015: £401,408), and Company.pension contributions of £25,000 (2015
£19,750) were made to a money purchase scheme on their behalf

Retirement benefits are not accrumg for any Directors (2015: Nll) for the defned beneflt scheme but
were accruing for one Director (2015: two) for the money purchase scheme.

SHARE BASED PAYMENTS

Employees’ were involved in four (2015: three) share based payment schemes during the year. The
following charges were recorded in the Statement of Comprehensive Income in the year:

2016 - ‘ 2015
£000 . £000

All Employee Share Ownership Plan (AESOP) . - . -
Long Term Incentive Plan (LTIP) . , ‘ 4 72
Deferred Bonus Award v o - _ -
Cash-settled incentive schemes _ - -

4 72

All Employee Share Ownership Plan (AESOP)

All costs of the AESOP were borne by Alliance Trust PLC, therefore the charge to the Statement of
‘Comprehensive Income in the year was £Nil (2015: £Nil). The AESOP scheme closed to all employees
from'30 June 2016.

Long Term Incentive Plan (LTIP)

The LTIP annual schemes are discretionary plans for Executive Dtrectors and Senior Managers grantlng
matching awards based-on firstly the proportion of annual bonus applied by participants in the purchase
of shares and secondly for the grant of performance awards. Both awards vest either in full or in part at
the ‘end of a three year performance period subject to meeting pre-defined targets. There was no new -
LTIP scheme for the year to 31 December 2016, with all active schemes relating to prior years. Alliance"
Trust PLC covers the costs of the LTIP schemes through a correspondmg credit to retamed earnlngs
(per Section 26 of FRS 102). . A

Deferred Bonus Award ’

The Deferred Bonus Award is a discretionary plan for FCA code staff, where 50% of an annual bonus
award is deferred for 3 years. Shares are awarded up to the value of the deferred bonus and vest in full
or in part, at the end of a three year holding period, subject to there being no material misstatement or
fraud in the results of the year that the grant relates to. There was no new Deferred Bonus Award
scheme for the year to 31 December 2016, with all active schemes relating to prior years.
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" ALLIANCE TRUST SAVINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS |

7.

9.

'FOR THE YEAR ENDED 31 DECEMBER 2016

SHARE BASED PAYMENTS (CONTINUED)

Cash-settled incentive schemes

The cash-settied incentive schemes are annual discretionary plans for Executive Directors and Semor
Managers granting a cash performance award. The performance award vests either in full or in part at
the end of a three year performance period subject to meeting pre-defined targets. The first scheme was -
launched during the year, commencing on 1 January 2016. Based on the performance in the first year no
charge has been recorded in the Statement of Comprehensive Income in the year.

INTEREST RECEIVABLE

Certificates of Deposit / UK Treasury Bills -
~ Deposits with financial institutions
"Balances with the Bank of England

TAXATION

a) Tax on profit / (loss) on ordinary actiVities

Current tax:

UK corporation tax on loss of the year

Total current tax (note 9(b))

Deferred tax:

Onglnatlon and reversal of timing drfferences

Tax on profit / (loss) on ordlnaryactlvntles

2015

2016 _
£000 . £000
2,344 1,662
644 1,029
1;300 -
4,288 2,691
2016 2015
£000 £000
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ALLIANCE TRUST SAVINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

9.

TAXATION (CONTINUED)

.Factors affecting tax charge for the year * -

. b) Reconciliation of tax eharge

The tax assessed for 2016 contlnues to be Iower than the standard rate of corporatlon tax in the UK of

20% (2015 20. 25%) The differences are explalned below

Profit / (Loss) on ordinary‘ aetivities before tax

Profit / (Loés) on ordinary activities multiplied by standard rate of
. corporation tax in the UK of 20% (2015 - 20.25%)

Effects of: . . P

Expenses not deductible for tax purposes

~ Losses not recognised as a deferred tax asset

Adjustments arising on the difference between taxation and
accounting treatment of income and expenses
Utilisation of brought forward tax losses

Total tax charge for the year

c) Tax rate changes

2016

'.-20157

£000 £000
1,174 (5,227)
- 235 (1,058)
5 84

- 924

266 50
(506) N

The Company has not recognised deferred tax assets of £5,752,877 (2015: £6,294,378) arising as a
result of trading losses, decelerated capital allowances and short term timing differences. These assets
will only be utilised when the Company has sufficient profits chargeable to corporation tax in future
accounting periods. Due to the uncertainty of the timing of such taxable profits and the fact the Company
continues to make an operating loss on continuing activities, the deferred tax asset has not been

recognised.

d) Factors that may affect the future tax charge

The Finance Act 2015 received Royal Ascent' on ,I8 November 2015 and provided for a reduction in the
rate of corporation tax from 20% to 19% with effect from 1 April 2017 and by a further 1% to 18% from 1
April 2020. A planned reduction in the rate to 17% has yet to be substantively enacted.
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ALLIANCE TRUST SAVINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

10.

|'NTANG|BL'E FIXED ASSETS . o
" Technology

Books of . development ,
'business . . .costs . . . Total
£000- _£000 £000
Cost : o -
At 1 January 2016 . , - . 5,581 16,912 . 22,493 -
Additions ' S 10,298 12,227 22,525
At 31 December 2016 15,879 29,139 45,018
Amortisation . » ‘ :
At 1 January 2016 o 130 : 5,709 5,839
Charge for the year : : A 1,149 - 312 1,461 -
At 31 December 2016 A‘ . ' B _ 1,279 . : 6,021 7,300
‘Net book value
At 31 December 2016 B 14,600 23,118 - 37,718

At 31 December 2015 o 5451 © 11,203 16,654

The Company's strategic client platform, GBST Composer, is included within technology development

‘costs and has a carrying value of £12,167,000 (2015: £7,580 000) which will be amortised over the

estimated useful- ||fe of the asset, be|ng 10 years.

The books of business, which relates to the Company’s acquisition of Stocktrade and directly attributable
costs of integration, is held at cost less' accumulated amortisation. The amortisation rate applied to the
books of business is such as to expense the costs over the estimated useful life of 10 years. Further
information is contalned in note 23. :

- In relation to the Cash Flow Statement the total increase in intangible assets in the year equates to

£27,706,000 (2015: £7,830,000). This includes £10,298,000 relating to the books of business and
£12,227,000 of technology development costs and £5,181,000 relating to the ‘deferred consideration
payable for the Stocktrade Private Clients book of business which was capitalised and held as a creditor
due within one year as at 31 December 2015 and. was subsequently_paid during the year.
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ALLIANCE TRUST SAVINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
"FOR THE YEAR ENDED 31 DECEMBER 2016

1.

2.

“13.

TANGIBLE FIXED ASS ETS

o Computer
equipment
£000
Cost
At 1 January 2016 350
Additions 77
At 31 December 2016 - 427
Depreciation :
At 1 January 2016 270
Charge-for the-year 69
At 31 December 2016 339 .
Net book value ,
At 31 December 2016 88
At 31 December 2015 80
CASH AT BANK AND BALANCES WITH THE BANK OF ENGLAND
2016 2015
£000 £000
Cash at bank - : 31,418 30,116
Balances held with the Bank of England other.than mandatory
reserves 758,730 . -
Included within cash and cash equuvalents - 790,148 30,116
Mandatory reserve deposits held with the Bank of England* . 448 ' -

790,596

LOANS AND ADVANCES TO CREDIT INSTITUTIONS

30,116

» *Mandaiory reserve deposits are not available for day-to-day.operations and are non-interest bearing.

2016 2015
£000 £000
Loans and advarices_ by original maturity repayable: ] ' '
Less than three months . - 180,000
Between three and six months -. : -
Between six months and one year 70,000 -
70,000

180,000
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. ALLIANCE TRUST SAVINGS LIMITED

NOTES TO THE FINANCIAL‘ STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

14. ' DEBT SECURITIES

2016 2015

£000 £000
Amortlsed cost at the start of the year . ' . 436,704 273 887 )
Additions . - R ,1,205,717 1 ,678,540
Redemptlons : ' o (1 388 464) (1,515,902)
Amortisation adjustment = .~ .@B8o8 179
Amortised.cost at the end 6f the year ' ' 254,765 436,704

At 31 December 2016 the Company held UK Government Securities (Treasury Bills) with a cost value of
£Nil (2015: £260,893,000) and market value of £Nil (2015: £260,889,000). At 31 December 2016 Debt
Securities comprise Certificates of Deposits, the market value of WhICh was not significantly different
from amortised cost of £254,765,000 (2015: £175,811,000).

Age analysis of debt securities

) 2016 2015
. £000 . £000
Certificates of Deposit: , _ ' S
" Less than'three months . 25,011 160,772
Between three and six months - . : , ' - 15,039
Between six months and one year : . : 229,754
* UK Government Securities — Treasury Bills ’

Less than three months - . - . 150,838
Between three and six months ‘ - 110,055
Between six months and one year - -
254,765 436,704
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ALLIANCE TRUST SAVINGS LIMITED

- NOTES Tb THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

15. DEBTORS:
- Amounts falling due within one year

2016 - 2015
£000 £000
' Interest receivable : _ . : R 274 T 245
Sundry debtors o : : : ‘ 3,970 - 1,323
Settlement debtors , 17,526 7,952
Prepayments and accrued income ' A - 1,837 . 506
23,607 10,026
16. CREDITORS: .
Amounts falling due within one year e N
AR ' . ' .. 2016 2015
: ‘ _ _ ‘ £000 ~ £000
Customer deposits - . ' N 1,080,864 591,233
Settlement creditors . ‘ © - 19,016 13,757
"+ Provisions for other liabilities -(n‘ote'19) S T e 02400 0 T 3,000 -
Sundry liabilities ‘ , ‘ 1,703 . 3,058
Deferred consideration for Stocktrade acquisition _ - © 5,181
Accruals and deferred income .. ' : 2,604 , 3,098
1,106,288 619,327
" 17. SHARE CAPITAL
Number
000s . £000
_Allotted, called up, issued ehd fully paid
-At 31 December 2015 _ . 92,941 . 92,941
Issued during the year - ) W _ 15,000 15,000 -

At 31 December 2016 : 107, 941 _107, 941

On 17 Mareh: 2016; 15,000,000 ordinary shares ‘were |ssued with an aggregate nominal value of
£15 000 000.

There is a smgle class of ordmary shares There are no restrictions on. the dlstrlbutlon of d|v1dends and the
repayment of capital. -
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" ALLIANCE TRUST SAVINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

18. ”CONTI.NG‘ENT LIABILITIES

The Directors have assessed all legal claims and actions against the Company as at 31 December 2016
and have accrued asscciated taxation and-costs in respéct of these claims, including-legal costs, which
represent the Directors’ best estimate of the potential exposure to the Company. These are included
within notes 16 and 19. Where the likelihood of success of claims or actions against the Company has
been assessed by the Directors to be remote, or |f there is insufficient evidence: to allow a claim to be
quantified, no provision is recognised. :

Following their assessmént of the claims and actions made against the: Combany, it is the opinion of the

Directors that there are no significant contingent liabilities which reqwre disclosure as at 31 December

2016 (2015: £Nil). . ~
19. PROVISIONS FOR OTHER LIABILITIES

The Qompany had the folIoWing provisions during the year:

Provision
for claims
and legal
" feeson Provision
Provision for Full SIPP for client FSCS o
restructuring Business claims Levy Total
. , ~ £000 £000 £000 . £000 £000
At 1 January 2016 ' ‘ - 2,312 688 - .3,000
Additions during the ' :
year - 338 - 391 289 1,018
Released - - (1,373) ' (343) .- . (1,716)
Amount charged o o : :
against the provision - © o (151) . (50) - . (201)

At 31 December 2016 338 " 788 686 289 2,101

Provision for restructurmg

A restructuring of the business is currently ongoing and a provision is held to cover redundancy
payments and restructuring expenses. Costs of £338,000 (2015: £Nil) were provided for in accordance
with the requirements of FRS 102. It is anticipated that the provision will be fully utilised by 31 December
2017.

Provision for claims and legal fees on Full SIPP Business
.In January 2013, Alliance Trust Savings Limited completed the sale of the Full SIPP Business to Curtis
Banks. A provision is recognised for legal fees and potential warranty claims  from Curtis Banks in
~ respect of taxation on unauthorised payments made from the Scheme whilst under the Company's
administration. During the year legal costs were charged against the provision and following updated
legal -advice it was agreed that the provision balance should be revised downwards to £788,000,
resulting in a release of £1,373,000. being recognised in the Statement of Comprehensive Income. In -
addition, £343,000 of provisions relating to Full SIPP client claims held as at 31 December 2015 were
_released during the year, providing a total provision release of £1,716,000. The majority of the provision
is expected to be fully utilised by 31 December 2017, with the full balance being utilised within two years
~ of the Balance Sheet date. Although uncertainty exists, there is currently no indication that the costs in
relation to settling the claim could be higher and the provision held is a best estimate.
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ALLIANCE TRUST SAVINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

19.

20.

PROVISIONS FOR OTHER LIABILITIES (CONTINUED)

Provnswn for client claims :
A provision is recognised in respect of potential client claims arlsmg from items which detriment cllents
The majority of the provision is expected to be fully utilised by 31 December 2017, with the full balance
being utilised within two years of the Balance Sheet date.

Financial Services Compensation Scheme (FSCS) Levy ‘

In common: with all regulated UK deposit takers, the Company pays Iewes to the Financial Serwces
Compensation Scheme (FSCS) to enable the FSCS to meet claims. The FSCS levy consists of two parts
- a management expenses levy and a compensation levy. The management expenses levy covers the
cost of running the scheme and the compensation levy covers the amount of compensation the scheme

. pays net of any recoveries it makes usmg the rights that have been assigned to it.

The Directors understand that presently the FSCS has met, or will meet, claims by way of Ioans received
from the Bank of England. To recover the interest costs the FSCS charge a-management expense levy
to all UK deposit takers, including the Company. Based on notifications the Company has received from
the regulator, the Company has recognised a provision in this years results to prowde the full potential
for interest up to and |nclud|ng all amounts due for the 2016/17 scheme year.

_In addition to recovering interest costs the FSCS will also look to recover any_'capitel balances that are

not felt to be recoverable. Based on notifications from the regulator, the Company has therefore, also
recognised a provision to provide for our share of this repayment for the 2015/16 scheme year. As at 31
December 2015 the provision ‘was borne by another Group company, Alliance Trust Services Limited,
with a recharge occurring where appropriate, this arrangement ceased from 1 January 2016. As at 31
December 2016 a prOV|S|on of £289,000 has been recognlsed and held for the Companys calculated
liability. .

ULTIMATE PARENT UNDERTAKING AND CONTROLLING PARTY

The Patent Company is Alliance Trust PLC, incorporated in Scotland, whose Report and Accounts may
be obtained from its registered oft”ce at 8 West Marketgait, Dundee DD1 1QN or online at
www.alliancetrust.co.uk. . .

The Company has complied with its obligations under Capital Requirements Directive IV (CRD V)
governance and remuneration disclosure by Alliance Trust PLC publishing the information on a
consolidated basis for the Group. This information can be found in the Annual Report of Alliance Trust
PLC, which is available online at www.alliancetrust.co.uk.
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ALLIANCE TRUST éAVINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

21, FINANCIAL INSTRUMENTS =

'(’i) The categories of financial assets and financial liabilities, at the reporting date, in total, are as

below:
2016 L 2015
£000 - - -£000- - : £000 £000
N ' . Carrying AR Carrying ’ :
: T amount - Fair value - amount Fair value
Financial Assets that are E B
_debt instruments measured
at amortised cost
Debt securities
- UK Government securities C R

Treasury Bills (note 14) - - i - 260,893 260,889
- Certificates of Deposits e : '

(note 14) o 254,765 .. - = 254,765 175,811 175,811
- Cash at bank and balances C ' ‘ ‘

with the Bank of England . e : '

(note 12) ) 790,596 = - 790,596 30,116 30,116
Loans and advances to credit - T -
institutions (note 13) - 70,000 . . 70,000 180,000. 180,000
Settlement debtors (note 15) ‘ - 17,526 - 17,526 ‘ 7,952 7,952
Other debtors (note 15) 6,081 6081 2,074 2,074

. 1,138,968 _ 1,138,968 656,846 656,842
Financial Liabilities that are
debt instruments measured
at amortised cost ' TR
Customer deposits (note 16) - -~ 1,080,864 1,080,864 591,233 591,233
Settlement creditors (note 16) 19,016 .. 19,016 : 13,757. 13,757
Provisions for other 4 ‘ ’ : N
liabilities (note 16) . 2101 2101 3,000 3,000
Sundry liabilities (note 16) : 1,703 - | . 1,703 3,058 - 3,058
Deferred consideration for : o :
Stocktrade acquisition (note _
16) .. - ‘ - - 5,181 5,181
Accruals and deferred income )
(note16) = 2,604 2,604 3,098 3,098

: : 1,106,288 1,106,288 619,327 . 619,327

Financial Assets that are debt instruments measured at amortised cost

(a)- Classification of financial assets that are debt instruments measured at amortised cost

Cash and cash equivalents.include UK Government Securities Treasury Bills, Cash at Bank and -
balances with the Bank.of England, Certificates of Deposits and loans and advances to credit
institutions, being short-term highly liquid investments, where original maturities are three months or -
less. ’ ’ '

- Debtors include settiement debtors arising out in the normal operations of the business of the Company.
- Other debtors include other short term receivables i.e interest receivable and sundry debtors. Other
receivables generally arise from transactions outside the usual operating activities of the Company. They
represent undiscounted amounts of cash expected to be received (within a year). .
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21.

Iii)

(iii) .

FINANCIAL INSTRUMENTS (CON'TINUED)

(b) Fair values of financial assets that are debt instruments measured at amortised cost . .
As shown ‘above, the carrying amounts’ of financial assets and liabilities measured at amortised cost are
‘assumed to be the same: as their fair values due to their short-term nature except for UK Government
Securities Treasury Bills. The Company held no UK Government Securltles Treasury Bills_ as at 31
December 201 6 :

(c) Impalrment and risk exposure

There were no impaired receivables. Information about the impairment of financial assets their credit
quality and the Company’s exposure to credlt risk can be found-in the accounting pollcy note: for fmancnal
instruments and-21 (iii) below. ~ ‘ : ,

Financial liabilities measured at amortised cost

The carrying amounts of financial liabilities shown above are assumed to be the same as their fair
values due to their short-term nature. -

v

Farr value methodology

The carrying amounts of financial assets and Ilabllltles are assumed to be the same as thelr fair values
due to their short-term nature except UK Government Securities Treasury Bills. UK Government
Securities Treasury Bills have been measured at amortised cost. The Company -held no UK
Government Securities Treasury Bills-as at 31 December 2016. Hence fair value methodology has not
been dlsclosed here.

Financial risk management

.The Company is exposed to financial risk through its ﬁnancual assets and liabilities. The Company's
operations-expose it to a variety of financial risks that include the effects of credit risk, liquidity risk and

“market risk (including interest rate risk). The Company does not have a view of the direction of

financial markets and.as a general-principle does not speculate on markets to generate income.
MARKET RISK

Market risk embodies the potential for both losses and gains ansrng from changes in market prices,
such as interest rates or foreign exchange rates. The Board sets the risk appetite to market risk and
approves the Market Risk Policy which contains risk measures for mterest rate risk and foreign
exchange risk.

Interest rate risk is managed by setting limits on the maximum permitted sensitivity to both changes in
the valuation of the Company’s equity and to the adverse impact to earnings given changes to interest -
rates. The Company also considers Interest Rate Risk in the Banklng Book (IRRBB) as part of its
Internal Capltal Adequacy Assessment Process (ICAAP). :

Foreign exchange risk arises as Partnership clients are permitted to hold deposits in US Dollars and
Euros. The total value of these deposits in equivalent Pound Sterling was £29.6m (2015: £Nil). Foreign
exchange translation risk is fully hedged by matching the deposits with: investments in the same .
currency.
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Asset & liability analysis by interest rate re-pricing frequency

3 to 6 mths

6 mths to

As at 31 December 2016 Under 3 Non-interest Total
mths £000 1 year bearing £000
£000 £000 © £000

Assets , . -

Intangible assets - - - 37,718 37,718

Tangible assets. - - - 88 - 88

Cash at bank and balances : ' ‘ '

. with the Bank of England 790,596 - - 2 790,596

Loans and advances to credit . } T

institutions .. - - 45,000 : - 25,000 - 70,000

Debt securities ' . . - 64,967 115,015 74,783 ' - 254,765

Other assets - - - 23,607 23,607 -

Total assets 900,563 115,015 99,783 61,413 1,176,774

_Liabilities o ' -

Customer deposits 1,080,864 - - - - 1,080,864

Other liabilities .- - - 25,424 25,424

Shareholders' funds - - - - 70,486 70,486 .

Total liabilities 1,080,864 - - ~ 95,910 1,176,774

Positive (negative) interest rate ' . : ’

sensitivity gap (180,301) 115,015 99,783 (34,497)
Cumulative positive gap (180,301) - (65,286) 34,497 - Nil
As at 31 December 2015 Under3 3to6mths 6mthsto1 Non-interest Total
, mths £000 year bearing £000
‘ £000 : £000 £000 .

Assets ‘

Intangible assets - - - 16,654 16,654

Tangible assets - - - 80 80

Cash at bank and balances ) .

with the Bank of England 30,116 - - - - 30,116

Loans and advances to credit ) .

institutions_+ - - ‘ ..~ 180,000 - - - 180,000
_ Debt securities . o 0 311,610 0 125,094 e s o=t 2 436,704 L

Other assets ., ::: ~ vl o~ rooe e ol e TE e . 10,026 10,026 s

Total assets """ - S 521,726 125,094 - 26,760 673,580 .

Liabilities :

Customer deposits 591,233 - - - 591,233 -

Other liabilities - - - 28,094 28,094

Shareholders' funds N - - 54,253 54,253

Total liabilities 591,233 - - . 82,347 673,580

Positive (negative) interest rate : A ’

sensitivity gap ' (69,507) 125,094 - (55,587)

Cumulative positive gap (69,507) 55,587 - 55,587 Nil
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21.

FINANCIAL INSTRUMENTS (CONTINUED) .
CREDIT RISK o | - e

Credit risk is the risk that a counterparty to a financial instrument will fail to dlscharge an obllgatlon or
commitment that it has entered into with the Company. :

The Board sets the nsk appetite to credit risk and approves the Wholesale Credlt Risk - Policy which
contains minimum standards on credit rating, size of exposure and maturity. All financial instruments
must be placed with an investment grade institution (Baa or above .according to Moody's). The Asset and
Liability Committee regularly reviews the financial strength of counterparttes and assesses the regulatory
capital |mpact of credrt risk.

None of the Company’s financial assets are secured by collateral or other credit enhancements. The
carrying amounts of financial assets best represent the maximum credit risk exposure at the reporting
date. None of the financial assets are either past due or show any sign of impairment.

At the r'eporting date, the Company's financial assets exposed to credit risk were as follows:

Credit rating of cash at bank and balances with the Bank of © 2016 2015

England, loans and advances to credit institutions, £000 . ~ £000
Certificates of Deposits and UK Treasury Bills ‘

Aa1 , . . 804,973 275,987

Aa2 C 64,970 102,197 -
~ Aa3 ~ 169,827 23,000
. A1 . . 65,475 99,710
A2 : S R 5003 . 133,969
A3 . o ‘ 5113 11,957
Baa ) ,' I - - -
Total ‘ 1,115,361 646,820
Weighted average maturity ' : ' 50.0 days 57.9 days

LIQUIDITY RISK

Liquidity risk is the risk that an entity will encounter difficulty in meeting its obIrgatrons associated with
financial liabilities. .

_ Alliance Trust Savings Limited holds a banking licence and therefore is a full scope regulatedv firm and

must comply with the liquidity requirements set by the PRA as prescribed under CRD 1V, including the
LIqudIty Coverage Ratio (LCR) requirement. The Company has complied with all regulatory I|qurd1ty
requirements in-force throughout the reporting period. ,

Annually,- management of the Company completes an Internal Liquidity Adequacy Assessment Process
(ILAAP). The ILAAP is the process under which management of the Company assesses the amounts
and type of liquid resources held and whether they are adequate to cover the nature and leve! of liquidity
risks to which the Company is exposed.’
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21.  FINANCIAL INSTRUMENTS (CONTINUED)

Liability analysis by maturity

6 mths to

1yearto 5

As at 31 December 2016 ~Under 3 3to6 Non-defined - :
‘'mths mths 1 year years maturity Total
£000 £000 £000 £000 £000 £000
Customer deposits 1,080,864 - - - - 1,080,864
Settlement creditors 19,016 - - - - 18,016
Provisions for other ‘ o
liabilities 1,024 788 - 289 - - "~ 2,101
Sundry liabilities 1,703 - - - - 1,703
Accruals and deferred A
income 2604 - . - - - - 2,604
Shareholders' funds - - - - 70,486 70,486
"~ Total liabilities . 1,105,211 788 289 ) 70,486 1,176,774
As at 31 December 2015 Under3 3to6mths 6mthsto 1yearto5 Non-defined: :
‘ mths £000 1 year years maturity Total
£000. ' £000 - £000 ' £000 £000
Customer deposits . . - 591,233 . - - - - 591 233
Settlement creditors 13,77 .- .~ - - : - - 13,757
Provisions for other - o T .
liabilities 688 2,312 - - - 3,000
. Sundry liabilities 3,058 - - - - 3,058
_ Accruals and deferred e o
income 3,008 - - - - 3,098
Deferred consideration for -
Stocktrade acquisition - 5,181 - - o . 5,181
Shareholders' funds - - - - - 54,253 - 54,253
Total liabilities 611,834 7,493 - - 54,253 673,580

(iv) Capital management

The Company is authorised and regulated by the Prudentlal Regulatlon Authority (PRA) and the
Financial Conduct Authority (FCA) and must comply with the capltal requwements set by the PRA and
FCA under CRD IV.

In accordance wnth CRD IV, ATS must hold a minimum level of regulatory capital.to adequately cover the
risks to which it is or might be exposed and to comply with the overall financial adequacy rule. The
Company has complied. with these requirements throughout the reporting period. To meet the minimum
regulatory’ capital requirements, the Company holds own funds in the form of Tier 1 Capital. Tier 1
Capital comprises £107.9m (2015: £92.9m) of Ordinary Share Capital. Deductions to Tier 1 Capital of
£76.3m (2015: £55.6m) include capital reserves from retained losses and intangible assets. ATS has no
Tier 2 Capital as at 31 December 2016 (2015: None). The Company had a Common Equity Tier 1 ratio -
of 31.7% as at the Balance Sheet date (2015: 36.6%). .

Annually, the management of ATS completes an Internal Capital Adequacy Assessment Process
(ICAAP). The ICAAP is the process under which the management of ATS oversees and regularly
assesses the amounts and type of financial and capital resources held by ATS and whether they are
adequate to cover the nature and level of risks to which ATS is exposed
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22.

23.

24,

RELATED PARTY TRANSACTIONS-‘

All Directors and certain senior employees who have authorlty and responsibility for planning, directing
and controlling the activities of the ‘Company aré considered to be key management personnel. Total
remuneration is respect of these |nd|vrduals is £478, 000 (2015 £488,000), see note 6 for addltlonal
disclosure. - :

“As a wholly owned subsidiary of Alliance Trust PLC the Company is exempt from the reqwrements under

Section 33.1A of FRS 102 to dlsclose transactions with other whoIIy owned members of the Group.’

ACQUISITION

In May 2015 the Company agreed to acquire the Stocktrade.book of business from Brewin Dolphin. It
was agreed that the Stocktrade book of business would be transferred to Alliance Trust Savings Limited
in two phases; the first being Private Clients and the second being Partnership clients. On 28 September
2015, the Company acquired control of the Stocktrade Private Client business through the purchase of -
the trade of the business for a total consideration of £5.2m, which was deferred as at 31 December
2015. The Private Client business has.been operated and controlled by the Company from 28
September 2015 and all- Private Clients transitioned onto the Company's terms and conditions from.the
acquisition date. Partnership clients transferred to the Company with effect from 29 April 2016 and the
agreement came to completion. The consideration for the acquisition of the Stocktrade book of business
was paid in full on the legal completion of the transaction being 29 April 2016. Management estimated
the useful life of the book of business to be 10 years and have amortlsed the- asset accordingly
throughout the year to 31 December 2016.

NET CASH FLOW FROM OPERATING ACTIVITIES

2016 2015

£000 - £000
Total comprehensive income ' ) 1,174 (5,227)
Amortisation of intangible fixed assets : T 1,461 ) 523
Depreciation of tangible fixed assets - . : 69 100

" Increase in debtors _ (13,067) (1 217)

Increase in amounts owed by group undertakings . (514) (401)
Increase in creditors ' 492,594 169,547 -
(Decrease) / Increase in amounts owed to group undertaklngs ' (451) . 428
Funding of mandatory reserve deposit with the Bank of England (448) .
LTIP reserve movement 59 72
Sub-ordinated loan interest reserve movement . : - (6,927)
Net cash inflow from operating activities ) : 480,877 . 146,898
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