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AVC Managers
Cazenove Capital Management (trading name of Schroder & Company Limited)
12 Moorgate
London EC2R 6DA

Enquiries

Enquiries about the Scheme generally, or about an individual's entitlement to benefits, should be addressed to
Murray McDowall at the Scheme Administrator, Capita (please see address on the previous page) or
pensions2enquiriesÿ,capita.co.uk.

Other useful addresses are provided in the Compliance Matters on pages 10 and 11.
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Trustees' Report
The Trustees of the Lazard London Directors' Pension Scheme ("the Scheme") present their report together with
the financial statements for the year ended 31 December 2016.

The Scheme is a defined benefit Scheme, provided for former eligible employees of the Principal Employer,
Lazard & Co., Services Limited ("the Company") and its predecessors, together the "UK employing companies".
It provides members with a retirement pension based on pensionable salary and years of membership.  In
addition, members were previously able to secure additional money purchase benefits by making voluntary
contributions.

The Scheme was closed to new entrants with effect from 1 January 2002 and ceased accrual of future benefits
from 31 March 2006. This does not affect benefits accrued up to 31 March 2006.

Members are entitled to receive the Basic State Pension and may be eligible for the State Second Pension.

Scheme Management

In accordance with the Pensions Act 2004, one third of the Trustees are nominated by the members under the
rules notified to the members of the Scheme, to serve an initial period of five years. Nominations from Scheme
members are invited and the incumbents may also put themselves forward for an additional five year term.
Members are asked to vote to elect the Member Nominated Trustees for the next five year term. In the event
that there is only one nomination, the person nominated will automatically be appointed as a Trustee. A Member
Nominated Trustee may be removed before the end of the five year term but only by agreement of all the
remaining Trustees.

Any removal of a Member Nominated Trustee before the end of the five year term requires the agreement of all
of the other Trustees.

The Trustees who served during the year ended 31 December 2016 are listed on page 2. Although the
appointed Trustees are responsible for the overall management of the Scheme, the operation of the Scheme is
delegated to the Secretary and certain third party advisors, whose performance is monitored by the Trustees.

In the year ended 31 December 2016 the Trustees met on seven occasions, including three meetings to focus
principally on investment matters.
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Scheme Management (continued)

IVlernbership

Details of the membership of the Scheme are given below:

Confidential

2016             2015

Pensioners

Pensioners at the start of the year

Members with deferred benefits reaching retirement

Pensioners who died during the year

New spouse and dependant pensions

77          74

4          4
(3)          (1)
1

Pensioners at the end of the year 79          77

Deferred Members

Deferred Members at the start of the year

Deferred members becoming pensioners during the year

Deferred members transferring during the year

Adjustment to previous membership statistics*

45          52

(4)          (4)
(1)          (3)
1

Deferred members at the end of the year 41          45

Total membership at the end of the year t20         122

* One member was not included in the deferred statistics for 2015.

Of the 79 pensioners at the year end, there were 17 individuals (2015: 17) receiving a pension following the death of
their spouse and there were 15 pensioner annuitants (2015: 15) who remain members of the Scheme and have had
part of their benefits secured by the purchase of annuities.

These membership figures do not include movements notified to the Administrator after the Scheme year end date.
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Scheme Management (continued)

Summary of Contributions Payable in the year

During the year, the contributions payable to the Scheme by the Employer were as follows:

Confidential

Employer
£'000

Required by the Schedule of Contributions

Other- Expenses Contribution 238
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Trustees' Report (continued)

Investment Matters

Overview

The Trustees, with the assistance of their appointed investment adviser, determines the overall investment
strategy for the Scheme and sets out the broad policy to be adopted by each of the appointed fund managers.

Investment managers

The names of those who have managed the Scheme's investments during the year are listed on page 2. The
Trustees have delegated the day-to-day management of investments to their appointed fund managers. A
written agreement between the Trustees and each manager sets out the terms on which the manager will act.

The managers' duties include the consideration of social, environmental or ethical issues in the selection,
retention and realisation of investments as well as voting and corporate governance in relation to the Scheme's
assets. The Trustees have reviewed each of the investment managers' policies on these issues. The Trustees

believe that the policies adopted by the managers are consistent with their own views.

Investment principles

In accordance with Section 35 of the Pensions Act 1995, the Trustees have prepared a Statement of Investment
Principles (SIP) which includes the Trustees' policy relating to ethical investment and the exercise of the rights
attaching to investments. Any member may request a copy from the Secretary to the Trustees, details of which
are listed on page 2. This Statement may change from time to time according to advice received from the
investment manager or consultants.

Departures from investment principles

To the best of its knowledge, the Trustees can report that they have not been made aware of any departure from
the SIP by the Scheme's investment managers during the year ended 31 December 2016.

Custodial arrangement

The Scheme's equity managers are each responsible for custody of their assets of the pooled equity funds in
which the Scheme invests, with BNY Mellon the sub-custodian for Baillie Gifford and Lazard Asset Management.

Under the investment management agreement with Ruffer LLP, the Trustees use RBC Investor Services as
custodian, with the custody being arranged by Ruffer.

Northern Trust is custodian for the pooled funds invested with Insight Investment Management Limited. BNP
Paribas Securities Services is custodian for the pooled secured loans fund invested with Henderson Global
Investors.

Deutsche Bank Luxembourg S.A. is the depositary for pooled funds invested with ICG-Longbow IV GP.

The custodians and depositary are responsible for the safekeeping, monitoring and reconciliation of
documentation relating to the ownership of listed investments and are authorised under the Financial Services
and Markets Act 2000 to carry out such activities.

Investments are held in the name of the custodians' nominee companies, in line with common practice for
pension scheme investments.

Employer-related investments

The Scheme's investment managers have confirmed that, as at 31 December 2016, there were no direct or

indirect employer-related investments held by the Scheme.
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Trustees' Report (continued)

Investment Matters (continued)

Employer-related investments (continued)

Investments under management by Lazard Asset Management Limited represented 14.0% of the net assets.

Asset allocation

As at 31 December 2016, the Scheme had six investment managers:

•  Ruffer LLP ("Ruffer"), which manages a multi-asset absolute return portfolio;

•  Lazard Asset Management ("LAM"), which manages a defensive equity portfolio;

•  ICG-Longbow IV GP ("Longbow"), which manages a private credit portfolio;

•  Baillie Gifford & Co ("Baillie Gifford"), which manages a global equity portfolio;

•  Insight Investment Management ("Insight"), which manages a liability matching portfolio, which includes
pooled liability matching funds, absolute return bond funds, an asset backed securities fund and cash funds;
and

•  Henderson Global Investors ("Henderson"), which manages a secured loans portfolio.

The Scheme's asset allocation as at 31 December 2016 (excluding AVC investments, money purchase accounts
and cash held to meet net outflows), was split approximately as follows:

Name                      Portfolio                                          Asset allocation at
31 December 2016 (%)

Ruffer                      Absolute return portfolio                                    10.5%

LAM                      Defensive equities                                       15. 1%

Baillie Gifford               Global equities                                          11.7%

Longbow                   Private credit1                                           7.0%

Total "growth" assets                                    44.3%

Insight                     Liability matching portfolio                                 46.7%

Henderson                  Secured loans                                             6.7%

Insured Pensions                                         2.3%

Total "defensive" assets                                55.7%
Total Scheme                                         100.0%

The asset allocation has been set by the Trustees such that the Scheme's investments (excluding cash held to
meet net outflows) should comprise 42.5% 'growth' assets and 57.5% 'defensive' assets. The Trustees will
review the Scheme's asset allocation from time to time, to ensure that the split between growth and defensive
assets remains within 5% of the target allocation.

At a meeting in November 2015, the Trustees decided to terminate the mandate with Veritas Asset Management
with the proceeds being earmarked to fund the private credit mandate with ICG Longbow which was first
invested on 12 January 2016. Further, on 10 June 2016, the Trustees decided to terminate the mandate with
the Odey Allegra International Fund.  After accounting for cash requirements, the Trustees invested the
proceeds equally in the LAM and Baillie Gifford equity funds.

1 The allocation to Longbow shown above includes some cash held with Insight, which is earmarked for investment with
Longbow, which takes place as capital calls are issued.
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Trustees' Report (continued)

Investment Matters (continued)

Review of investment performance

The investment performance in this section is for the Scheme's invested assets. The returns from the Scheme's
AVC investments, insurance policies, Insight's cash sub-portfolio and Trustees' bank accounts are not included.

Unless otherwise stated, all the returns are shown after the deduction of investment management fees.

The overall Scheme benchmark return is calculated as a composite of each of the underlying investment
manager's benchmark returns weighted by each manager's asset allocation.

3 Years                   5 YearsTotal Returns                          20t6
Annualised                 Annualised

Scheme (% pa)                        21.1%                 12.2%                     10.2%

Benchmark (% pa)                     20.4%                 11.6%                      9.2%

Relative Performance (% pa)            0.7%                  0.6%                       1.0%

Over 2016, the Scheme's assets returned 21.1 %.

Over three years to 31 December 2016, the Scheme outperformed its benchmark return by 0.6% per annum.
Outperformance was driven by strong relative performance from the Scheme's absolute return manager, LAM
defensive equities and the Insight LDI portfolios.

Over five years to 31 December 2016, the Scheme outperformed its benchmark return by 1.0% per annum.

Investment risk disclosures

Investment risks are disclosed in note 17 on pages 30 to 32.
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Trustees' Report (continued)

Compliance Matters

Constitution

The Scheme is governed by a definitive Trust Deed dated 25 November 1985, with subsequent amendments.

Taxation Status

The Scheme is a registered pension Scheme under Chapter 2 of Part 4 of the Finance Act 2004. The Trustees
know of no reason why this status may be prejudiced or withdrawn.

Pension Increases

All pensions in payment as at 1 January 2016 were increased by 3% (2015: 3.0%).

Calculation of Transfer Values

Transfer values paid during the year were calculated and verified in the manner required by the Regulations.
None of the transfer values paid were less than the amount required by the Regulations.

The Pensions Regulator

The statutory body that regulates Occupational Pension Schemes is the Pensions Regulator ('tPR'). tPR can be
contacted at:

The Pensions Regulator

Napier House

Trafalgar Place

Brighton
BN1 4DW
Telephone: 0870 6063636

Email: customersupport@thepensionsregulator.gov.uk

Website: www.thepensionsregulator.gov.uk

Pension Tracing

A pension tracing service is provided by the Department for Work and Pensions. This service can be contacted
as follows:

Pension Tracing Service

The Pension Service 9

Mail Handling Site A
Wolverhampton

WV98 1 LU

Telephone: 0345 600 2537

Website: www.thepensionservice.gov.uk

10
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Trustees' Report (continued)

Compliance Matters (continued)

The Pensions Advisory Service

Any concern connected with the Scheme should be referred to the Secretary to the Trustees, Barnett
Waddingham, Cheapside House, 138 Cheapside, London, EC2V 6BW, who will try to resolve the problem as
quickly as possible.  Members and beneficiaries of pension schemes who have problems concerning their
scheme which are not satisfied by the information or explanation given by the administrators or the Trustees can
consult with The Pensions Advisory Service. A local advisor can usually be contacted through a Citizens Advice
Bureau. Alternatively The Pensions Advisory Service can be contacted at:

11 Belgrave Road

London SW1V 1RB
Telephone: 0845 601 2923

Email: enquiries@pensionsadvisoryservice.org.uk

Website: www.pensionsadvisoryservice.org.uk

Pensions Ombudsman

In cases where a complaint or dispute cannot be resolved, normally after the intervention of the Pensions
Advisory Service, an application can be made to the Pensions Ombudsman to investigate and determine any
complaint or dispute of fact or law involving occupational pension schemes. The address is:

11 Belgrave Road

London SW1V 1RB
Telephone: 0207 834 9144

Email: enquiries@pensions-ombudsman.org.uk

Website: www.pensions-ombudsman.or,q.uk

11
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Trustees' Report (continued)

Report on Actuarial Liabilities

Under Section 222 of the Pensions Act 2004, every scheme is subject to the Statutory Funding Objective, which
is to have sufficient and appropriate assets to cover its technical provisions. The technical provisions represent
the present value of the benefits members are entitled to based on pensionable service to the valuation date,
assessed using the assumptions agreed between the Trustees and the Employer and set out in the Statement of
Funding Principles, which is available to Scheme members on request.

The Trustees of the Lazard London Directors' Pension Scheme agreed with the UK employing companies the
terms of the Funding Deed, which was executed on 30 August 2005, and amended on 31 March 2015.

The main ongoing funding objective of the Deed is to achieve full funding on a "Buyout basis" by 31 May 2030.

As part of discussions with the UK employing companies regarding the 2013 valuation, the Trustees agreed
additional security in the form of an uncapped guarantee from Lazard Group LLC. The security is conditional on
the Trustees and UK employing companies continuing to work together to agree the Scheme's investment
strategy over the period to 2030.

The most recent actuarial valuation of the Scheme, at 31 December 2013, showed the funding position on a
Technical provisions basis as follows:

Assets                                  £141.0m

Amount needed to provide benefits

Deficit

£150.5m

£9.5m

Funding level                                94%

The agreed contributions, as set out above, were expected to repair the deficit (based on market conditions at
the valuation date) by 31 December 2015.

The results of the 31 December 2016 triennial actuarial valuation are not yet available. (It is due for completion
within the 15 month statutory deadline). The last formal funding update from the Scheme Actuary, as at 31
December 2015, estimated that the funding level of the Scheme had deteriorated significantly to an estimated
deficit of approximately £13.8m. The deterioration since 31 December 2013 is primarily driven by a fall in
government bond yields which has significantly increased the assessment of the amount needed to provide the
benefits.

The actuarial method used in the calculation of the technical provisions is the Projected Unit Method.

12
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Trustees' Report (continued)

Report on Actuarial Liabilities (continued)

Assumptions

Discount interest rate: Term dependent rates set by reference to the fixed interest gilt curve (as derived from
Bank of England data) at the valuation date plus an overall return in excess of gilts (summarised in the table
below):

Pedod                                              Overall return in excess of gilts

31/12/2013 - 3110512020                               1.4 % pa

0110612020 - 31/05/2030                               1.1% pa

From 0110612030                                     0.0% pa

Future Retail Price inflation: Term dependent rates derived from the Bank of England fixed interest and index-
linked gilt curves at the valuation date.

Future Consumer Price inflation: Term dependent rates derived from the assumption for future retail price
inflation less an adjustment equal to 1.0% per annum.

Pension increases: derived from the term dependent rates for future price inflation allowing for the caps and the
floors on pension increases according to the provisions in the Scheme's rules.

Mortality: For the period in retirement, standard tables S1NMA with a scaling factor of 83% for male members
projected from 2003 in line with the CMI 2013 core projections with a long-term annual rate of improvement of
1.5%; and S1NFA with a scaling factor of 83% for female members projected from 2003 in line with the CMI
2013 core projections with a long-term annual rate of improvement of 1.25%. For pre-retirement mortality the
AC00 tables are used.

13
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Trustees' Report (continued)

Statement of Trustees' Responsibilities

The financial statements, which are prepared in accordance with United Kingdom Generally Accepted
Accounting Practice, are the responsibility of the Trustees. Pension Scheme regulations require the Trustees to
make available to Scheme members, beneficiaries and certain other parties, audited financial statements for
each Scheme year which:

show a true and fair view of the financial transactions of the Scheme during the Scheme year and of the
amount and disposition at the end of that year of the assets and liabilities, other than liabilities to pay
pensions and benefits after the end of the Scheme year; and

,,  contain the information specified in the Schedule to the Occupational Pension Schemes (Requirement to
obtain Audited Accounts and a Statement from the Auditor) Regulations 1996, including a statement whether
the financial statements have been prepared in accordance with the Statement of Recommended Practice
"Financial Reports of Pension Schemes".

The Trustees have supervised the preparation of the financial statements and have agreed suitable accounting
policies, to be applied consistently, making any estimates and judgements on a prudent and reasonable basis.

The Trustees are also responsible for making available certain other information about the Scheme in the form of

an annual report.

The Trustees are responsible under pensions legislation for ensuring that there is prepared, maintained and
from time to time revised a Schedule of Contributions showing the rates of contributions payable towards the
Scheme by or on behalf of the employer and the members of the Scheme and the dates on or before which such

contributions are to be paid.

The Trustees are also responsible for keeping records in respect of contributions received in respect of any
active member of the Scheme and for monitoring whether contributions are made to the Scheme by the
employer in accordance with the Schedule of Contributions.  Where breaches of the Schedule occur, the
Trustees are required by the Pensions Acts 1995 and 2004 to consider making reports to The Pensions

Regulator and the members.

The Trustees are responsible for the maintenance and integrity of the financial information of the Scheme
included on the pension scheme's website. Legislation in the United Kingdom governing the preparation and
dissemination of the financial statements may differ from legislation in other jurisdictions.

14
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Trustees' Report (continued)

Statement of Trustees' Responsibilities (continued)

The Trustees also have a general responsibility for ensuring that adequate accounting records are kept and for
taking such steps as are reasonably open to them to safeguard the assets of the Scheme and to prevent and
detect fraud and other irregularities, including the maintenance of an appropriate system of internal control.

Signed on behalf of the Lazard London Directors' Pension Scheme by:

Trustee

Date: ......  dÿ  .....  ÿÿ!ÿ  ....  ÿ '->

Trustee ÿ Oÿ oÿ/zÿOÿ oÿf

Date: ....

15
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C L ,',, ,ÿ,: I 1
\ E,'.' I _-

303717;2

Page I of 2

Actuary's certÿ'jqcaa'on oSschedu/e of cona'ibua'ons

Thlÿ certificate is provided for the purpose of Section 227[5) of the Pensions Act 2004

and Regulation 10(6) of the Occupational Pension Schemes (Scheme Funding)

Regulations 2005

Iqÿrÿno of =¢hÿmÿ        Lÿ=ard Lcmdon Oÿroctorÿ; P=,n=ion ÿ;¢hcmo

Adequacy elr rates of contrlbuUons

1ÿ   ! cerlify thai, in my opinion, the tÿtes o! conldbufions shown in this schedule of

conldbÿions 8re such that 1he stalui0ty funding objective could have been expected on
31 Oecembe¢ 2013 to be me! by the end el' the pedod specified in the recovery plan

dated 3t March 2015.

Adherence to statement of funding pririciplas

2   I hereby certify that, in my opinion, Ibis schedule of c0ntdbu[i0ns is consistent vÿth the
Statement of Furÿlittg Pdrtcÿples dated 31 March 2015.

The cectJfication of ihe adequacy of the rates of contributions foe the purpose of secudng thai
the statutory funding obÿclive can be e.xpaclÿl to be mat is xlol e cedlfiP..alIon of their

adequacy for the purpose of secudng the scheme's liabilities by Ihe purchase of annuities, if
the =sÿheme vÿere to be wound up.

Name:   Jgl'emy Delfl                  Qualification: Felrow of the Instÿluta and

F;ÿculty of Actuaries

.AddreT, e: Lone Clark & Peacock LLP

95 Wigmore Street

Lonaton
W1U tDQ

Name of employer: Lane Clark & Peac.c-ck LLP

(if applicable)

16
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p t,SICÿ',T;:4 C', ',,,' I ,_- E

3037172

IPage 2of2

Notes not forming part of Ihe certification

Qua!lflcat|on where act_u,arial opinion ls not given as at signature date

In giving the above opinion I have illerpreled Ihe phrase "could haVe been expected 1o be

met" as being :sabsfÿad by considerallcÿn of the proposed cÿtrlbutions under Ihe ecaÿmrnÿ--=nd

demographic scenario implied bylhe Iruslee'=' funding asr, l.ÿrnpljons as sel out m Iheÿ

stalemertt ofk;ndltÿj prlrÿfes dated 31 March 2015 and their Recovery Plan dated 31 March

2015 and ÿ1"lhOut any further al]ÿce for advetsÿ contlrÿzÿerzclÿ thzzt may arise in the fu|ÿp._

My opiÿloÿ-rl does flÿ rÿcesÿrily h01d ÿn any other scenarios.

Furthermore. I have taken no account of either adverse or beaeRcial outcomes Ihal have

become known to me since 1he effective dale of 1he valumiÿ. However, I I'ÿ- ts taken account

of conln-buliofls that are pay-ÿble t(:, the Scherne between the ÿff=ctiv¢ date of gle valua;tÿn

md the dote thz3ÿ I have ÿerUlied Ibis Schedule.

17
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Independent Auditor's Report
We have audited the financial statements of the Lazard London Directors' Pension Scheme for the year ended
31 December 2016 which comprise the Fund Account, the Statement of Net Assets available for Benefits and
the related notes. The financial reporting framework that has been applied in their preparation is applicable law
and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice, including
FRS 102 'The Financial Reporting Standard applicable in the UK and Republic of Ireland').

This report is made solely to the scheme trustees, as a body, in accordance with the Pensions Act 1995 and
Regulations made thereafter. Our audit work has been undertaken so that we might state to the Scheme's
Trustees 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 Scheme's
Trustees, as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of Trustees and auditor

As explained more fully in the Statement of Trustees' Responsibilities on page 14 the Scheme's Trustees are
responsible for the preparation of financial statements which show 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 (APB's) Ethical Standards for Auditors.

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements is provided on the Financial Reporting Council's
website at www.frc.orq.uk/auditscopeukprivate.

Opinion

In our opinion, the financial statements:

show a true and fair view of the financial transactions of the Scheme during the year ended 31 December
2016 and of the amount and disposition at that date of its assets and liabilities, other than liabilities to pay
pensions and benefits after the end of the year;

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

contain the information specified in Regulation 3 and 3a of, and the Schedule to, the Occupational Pension
Schemes (Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996
made under the Pensions Act 1995.

Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
LONDON
Date-ÿ.ÿ'ÿj 'ÿl,'ÿ

18
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Independent Auditor's Statement about Contributions
We have examined the Summary of Contributions to the Lazard London Directors' Pension Scheme in respect of
the Scheme year ended 31 December 2016 which is set out on page 6.

This statement is made solely to the scheme trustees, as a body, in accordance with the Pensions Act 1995 and
Regulations made thereafter.  Our audit work has been undertaken so that we might state to the schemes
trustees those matters we are required to state to them in an auditor's statement about contributions and for no
other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other
than the Scheme's Trustees, as a body, for our work, for this statement, or for the opinions we have formed.

Respective responsibilities of Trustees and the auditor

As explained more fully in the Trustees' Responsibilities Statement on page 14, the scheme's trustees are
responsible for ensuring that there is prepared, maintained and from time to time revised a Schedule of
Contributions showing the rates and due dates of certain contributions payable towards the scheme by or on
behalf of the employer and the active members of the scheme. The trustees are also responsible for keeping
records in respect of contributions received in respect of the active members of the scheme and for monitoring
whether contributions are made to the scheme by the employer in accordance with the Schedule of
Contributions.

It is our responsibility to provide a statement about contributions paid under the Schedule of Contributions and to
report our opinion to you.

Scope of work on Statement about Contributions

Our examination involves obtaining evidence sufficient to give reasonable assurance that contributions reported
in the Summary of Contributions have in all material respects been paid at least in accordance with the Schedule
of Contributions. This includes examination, on a test basis, of evidence relevant to the amounts of contributions
payable to the Scheme and the timing of those payments under the Schedule of Contributions.

Statement about contributions payable under the Schedule of Contributions

In our opinion, contributions for the scheme year ended 31 December 2016 as reported in the Summary of
Contributions and payable under the Schedule of Contributions have, in all material respects, been paid at least
in accordance with the Schedule of Contributions certified by the Scheme Actuary on 31 March 2015.

Grant Thornton UK LLP

Statutory Auditor, Chartered Accountants

LONDON

Date -ÿ ÿ ÿ"ÿÿ "ÿ\'ÿ,
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Total
20t6

£'000

Employer contributions

Total contributions

Other Income

5        (6,675)          (7,156)

6        (1,971)          (2,657)

7         (299)           (338)
(8,945)         (10,151)

Benefits paid or payable

Payment to and on account of leavers

Administration expenses

238

238

31

269

3

4

Total
20t5

£'000

11,152

11,t52

11,152

Net (withdrawals)l additions from dealings with Members (8,676) 1,001

Returns on investments

Investment income

Change in market value of investments

Investment management fee rebate

Investment management expenses

Net returns on investments

Net increase in the fund during the year

Net assets of the Scheme at start of year

Net assets of the Scheme at end of year

8             1,545                1,425

9                         31,858                                  1,063

10          75            36

10         (480)           (428)

32,998           2,096

24,322

165,368

189,690

3,097

162,271

165,368

The accompanying notes on pages 22 to 33 are an integral part of these financial statements.
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Note

Investment assets:                                                9

Equities                                                                        5,695             4,426

Bonds                                                                          8,220             6,426

Pooled investment vehicles                                         12           157,661            138,778

Insurance policies                                                 14             7,335             6,873

Derivatives                                                     13              223

AVC investments                                                  15             7,654             7,003

Cash                                                                            780              1,140

Other investment balances*                                                          208                16

187,776                 164,662

Net assets of the Scheme at end of year

Total net investments                                                          187,745            164,507

Current assets                                                     18             2,t2t              1,0t7

Current liabilities                                                 19              (176)              (156)

Investment liabilities:                                              9

Derivatives                                                       13 (3t)          (155)
(31)          (t55)

189,690                 t65,368

Total              Total
2016               20t5
£'000               £'000

* Other investment balances is made up of accrued income and cash in transit.

The financial statements summarise the transactions of the Scheme and deal with the net assets at the disposal
of the Trustees. They do not take account of obligations to pay pensions and benefits which fall due after the
end of the Scheme year. The actuarial position of the Scheme is dealt with in the Report on Actuarial Liabilities
on page 12 of the Annual Report and these financial statements should be read in conjunction with this report.

The notes on pages 22 to 33 form an integral part of these financial statements_
/ ,r'-'l

These financial statements were approved by the Trustees on  .......  .ÿ.......ÿ.ÿ....

Signed on behalf of the Trustees

rus,ee
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Notes to the Financial Statements
Basis of preparation

The financial statements have been prepared in accordance with the Occupational Pension Schemes
(Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996, Financial
Reporting Standard 102 - The Financial Reporting Standard applicable in the UK and Republic of
Ireland issued by the Financial Reporting Council and with guidance set out in the Statement of
Recommended Practice (Revised November 2014).

In March 2016, amendments were made to FRS 102 revising the disclosure requirements for financial
institutions and retirement benefits plans with respect to the fair value hierarchy disclosure. Schemes
shall apply these amendments for accounting periods commencing on or after 1 January 2017, however
early adoption is permitted. The Trustees have chosen to early adopt the amendments.

Accounting policies

The principal accounting policies of the Scheme are as follows:

Contributions

Employer deficit funding contributions are accounted for on the due dates on which they are payable
under the Schedule of Contributions or on receipt if earlier with the agreement of the employer and
Trustee.

Employer administration contributions are accounted for as and when they fall due for payment.

Payments to members

Benefits, and any associated taxation due to lifetime or annual allowances where the member has
elected for the Scheme to settle the liability on their behalf, are accounted for in the period in which the
member notifies the Trustees of his / her decision on the type or amount of benefit to be taken, or if there
is no member choice, on the date of retiring or leaving.

Pensions in payment are accounted for in the period to which they relate.

Individual transfers in or out of the Scheme are accounted for when member liability is accepted or,
discharged which is normally when the transfer amount is paid or received.

Expenses

Expenses are accounted for on an accruals basis.

Investment income

Income from cash and short term deposits is accounted for on an accruals basis.

Dividends from equities are accounted for on the ex-div date.

Income from bonds is accounted for on an accruals basis and includes interest bought and sold on
investment purchases and sales.

Income from pooled investment vehicles is accounted for when declared by the fund manager.

Receipts from annuity policies are accounted for as investment income on an accruals basis to match
the timing of the related benefits payable.

Investment income includes withholding taxes. Withholding tax is accrued on the same basis as
investment income. Where withholding tax is not recoverable, this is shown as a separate expense
within investment returns in the Fund Account.
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2.
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Accounting policies (continued)

Investments

The change in market value of investments during the year comprises all increases and decreases in the
market value of investments held at any time during the year, including profits and losses realised on
sales of investments during the year.

Investments are included at fair value as described below:

Quoted securities in active markets are usually valued at the current bid prices at the reporting date.

Accrued interest is excluded from the market value of fixed income securities and is included in invested
income receivable.

Unitised pooled investment vehicles have been valued at the latest available bid price or single price
provided by the pooled investment manager. Shares in other pooled arrangements have been valued at
the latest available net asset value (NAV), determined in accordance with fair value principles, provided
by the pooled investment manager.

Exchange traded futures are valued as the sum of the daily mark-to-market, which is a calculated
difference between the settlement prices at the reporting date and the inception date.

Over the counter (OTC) derivatives are valued using the following valuation techniques:

Forward foreign exchange (Forward FX) - the gain or loss that would arise from closing out the contract
at the reporting date by entering into an equal and opposite contract at that date.

Annuities have been valued by the Scheme Actuary at the amount of the related obligation, determined
using the most recent Scheme Funding valuation assumptions updated for market conditions at the
reporting date.

Presentation currency

The Scheme's functional and presentation currency is pounds sterling. Monetary items denominated in
foreign currency are translated into sterling using the closing exchange rates at the Scheme year end.
Foreign currency transactions are recorded in sterling at the spot exchange rate at the date of the
transaction.

3.     Contributions

2016             2015
£'000             £'000

Employer contributions

Deficit funding

Other

-                  10,850

238              302

238                  tt,152

Other contributions relate to employer reimbursements of the expenses of administration, professional
fees and levies up to an agreed maximum. No further deficit contributions are due from 1 January 2016
under the Schedule of Contributions dated 31 March 2015, which reflect the 31 December 2013
actuarial valuation.
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4.     Other Income
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2016                    2015
£'000                   £'000

Compensation from Capita * 31

*the compensation above is in relation to the transition from the previous Scheme Administrator.

Benefits paid or payable

Pensions

Commutations of pensions and lump sum retirement benefits

2016             2015
£'000                          £'000

5,405                   5,180

1,270                   1,976

6,675             7,t56

Payments to and on account of leavers

2016                    20t5
£'000                   £'000

Individual transfers out to other Schemes 1,971                   2,657

. Administration expenses

20t6                    2015
£'000                    £'000

Actuarial*                                                             73                   105

Administration and processing*                                           24                    19

Audit Fee*                                                        30                   17

Professional fees*                                                      87                   131

PPF Levy*                                                         3                    3

Fees in respect of Trustees Services                                     82                   63

299                     338

*reimbursed by the Company, up to a ceiling agreed annually, as agreed in the Schedule of
Contributions, see note 3.
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8.     Investment income
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Dividends from AVC investments

Dividends from equities

Income from bonds

Income from pooled investment vehicles

Annuity income

Interest on cash deposits and other

Income from private credit

Other income

2016
£'000

60

134

37

84

702

4

524

2015
£'000

51

111

42

54O

660

8

1,545

13

t ,425

Reconciliation of investments held

The movements in total investments during the year were as follows:

Purchases          Sales
Value at    at cost &    proceeds &                       Value at

1 January   derivative      derivative      Change in    31 December
2016   payments        receipts   market value           20t6
£'000       £'000          £'000          £'000           £'000

Equities                      4,426      2,419        (2,162)        1,012         5,695
Bonds                       6,426      3,9t0        (3,663)        1,547         8,220
Pooled investment vehicles       138,778      59,723        (69,829)        28,989         157,66t
Derivatives                     (155)      1,433           (65)        (1,021)          192
Insurance policies                 6,873           -              -           462           7,335
AVC investments                 7,003         62          (280)           869          7,654

163,351      67,547        (75,999)        31,858        186,757

Cash deposits                    1,140                                                      780

Other investment balances            16                                                    208

164,507                                                 187,745

Transaction costs are included in the cost of the purchase and sale proceeds. Transaction costs include
costs charged directly to the Scheme such as fees, commissions, stamp duty and other fees. Indirect
costs are incurred through the bid-offer spread on investmerlts within pooled investments vehicles. The
amount of indirect costs is not provided to the Scheme separately.

The investments are held in the name of the custodians' nominee companies, as detailed in the
Trustees' Report.
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Notes to the Financial Statements (continued)

9.     Reconciliation of investments held (continued)

Concentration of Investments

Each of the following investments account for more than 5% of the Scheme's net assets, as at 31
December 2016.

2016
%

2015
%

Insight Bonds Plus
Lazard Global Manager Fund
Insight Global Funds LIBOR
Baillie Gifford
Insight LDI Enhanced (Real)
Henderson's Global Investors Secured Loan Fund
Veritas Global Equity Income Fund
Odey Allegra International Fund

t5.84
14.04
10.93
10.93
9.68
6.26

14.77
9.38
9.36
7.73
7.63
9.14
7.20
6.60

Transaction costs

Transaction costs are included in the cost of purchases and sale proceeds. Direct transaction costs
include costs charged to the Scheme such as fees, commissions and stamp duty.

Transaction costs analysed by main asset class and type of cost are as follows:

Total
Commission        Stamp Duty                   2016

£'000               £'000                    £'000

Equities                           5                 4                      9

Total
Commission        Stamp Duty                   20t5

£'000              £'000                  £'000

Equities                          6                 2                     8

In addition to the transaction costs disclosed above, indirect costs are incurred through the bid-offer
spread on investments within pooled investment vehicles and charges made within those vehicles.

10. Investment management expenses

Administration, management and custody

Investment manager fee rebates

2016            2015
£'000                  £'000

480             428

(75)             (36)
405                   392
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Notes to the Financial Statements (continued)

11.    Taxation

The Scheme is a registered Pension Scheme under Chapter 2 of Part 4 of the Finance Act 2004 and is
therefore exempt from income tax and capital gains tax.

12.    Pooled investment vehicles

The Scheme's investments in pooled investment vehicles at the year end comprised:

2016             20t5
£'000                   £'000

Equity                                                  48,800              52,292

Bonds                                                            56,704                45,919

Hedge funds                                                       37,346                34,114

Cash                                                              6,845                 5,843

Precious Metals                                                       825                   610

Private credit                                                       7,141

157,661                                    138,778

13. Derivatives

Objectives and policies

The Trustees have authorised the use of derivatives by their investment managers as part of their
investment strategy for the Scheme as follows:

Forward FX - in order to maintain appropriate diversification of investments within the portfolio and take
advantage of overseas investment returns, a proportion of the underlying investment portfolio is invested
overseas. To balance the risk of investing in foreign currencies whilst having an obligation to settle
benefits in GBP, a currency hedging programme, using forward FX contracts, has been put in place to
reduce the currency exposure of these overseas investments to the targeted level.

(i) Forward Foreign Exchange (FX)

Contract      Settlement   Currency   Value of   Currency     Value of   Aggregate     Aggregate
date     bought  currency       sold     currency       asset       liability

bought                     sold
£'000                             £'000           £'000              £'000

Forward OTCs  1-2 months       EUR        432       GBP         507            -
Forward OTCs  1 month          JPY      2,440       GBP     349,462         223
Forward OTCs  1-2 months       USD      4,442       GBP       5,549            -
Total 2016                                                                     223
Total 2015

(5)

(26)
(31)

(155)

The use of foreign exchange contracts have been put in place by certain investment managers to reduce
the currency exposure.
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Notes to the Financial Statements (continued)

14.    Insurance policies

The Scheme held insurance policies at the year end as follows:

Confidential

Annuities with Prudential

Annuities with ReAssure

Annuities with Pearl

Annuities with Canada Life

Annuities with Standard Life

Total annuities

2016              20t5
£'000                    £'000

3,180                    2,983

2,642             2,544

43                       40

t ,t 82             1,045

288                     261

7,335             6,873

15. AVC investments

The Trustees hold assets invested separately from the main Defined Benefit Section investments to
secure additional benefits on a money purchase basis for those Defined Benefit Section members
electing to pay Additional Voluntary Contributions. Members participating in this arrangement are sent
statements at least annually confirming the amounts held in their account and the movements in the
year.

The aggregate amounts of AVC investments are as follows:

2016                     2015
£'000                    £'000

Cazenove Capital Management 7,654             7,003
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Notes to the Financial Statements (continued)

t6.    Fair value determination

The fair value of financial instruments have been determined using the following fair value hierarchy:

Level 1            The unadjusted quoted price in an active market for identical assets or
liabilities that the entity can access at the measurement date.

Level 2 Inputs other than quoted prices included within Level 1 that are observable
(i.e. developed using market data) for the asset or liability, either directly or
indirectly.

Level 3 Inputs are unobservable (i.e. for which market data is unavailable) for the
asset or liability.

The Scheme's investment assets and liabilities have been fair valued using the above hierarchy levels
as follows:

As at 3t December 20t6 Level 1            Level 2          Level 3                  Total
£'000              £'000            £'000                 £'000

Equities                         5,695                  -                                  5,695

Bonds                           8,220                  -                                  8,220

Pooled investment vehicles                          150,520            7,141                t57,661

Derivatives                                           t92                                    192

Insurance policies                                                     7,335                 7,335

AVC investments                     -             7,654                                 7,654

Cash                             780                                                      780

Other investment balances           208                                                       208

t4,903            158,366           14,476               187,745

As at 31 December 2015         Level I            Level 2          Level 3                  Total
£'000              £'000            £'000                 £'000

Equities                         4,426                                   -                 4,426

Bonds                           6,426                  -                -                 6,426

Pooled investment vehicles             -           137,458           1,320               138,778

Derivatives                          -              (155)               -                  (155)

Insurance policies                    -                 -           6,873                 6,873

AVC investments                      -              7,003                -                 7,003

Cash                            1,140                  -                -                 1,140

Other investment balances            16                 -               -                   16

12,008           144,306           8,193               164,507
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Notes to the Financial Statements (continued)

17. Investment risk disclosures

FRS 102 requires the disclosure of information in relation to certain investment risks. These risks are
set out by FRS 102 as follows:

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party
by failing to discharge an obligation, either directly or indirectly.

Market risk comprises currency risk, interest rate risk and other price risk, defined as follows:

,,  Currency risk is the risk that the fair value or future cash flows of a financial asset will fluctuate
because of changes in foreign exchange rates.

,,  Interest rate risk is the risk that the fair value or future cash flows of a financial asset will fluctuate
because of changes in market interest rates.

Other price risk is the risk that the fair value or future cash flows of a financial asset will fluctuate
because of changes in market prices (other than those arising from interest rate risk or currency
risk), whether those changes are caused by factors specific to the individual financial instrument or
its issuer, or factors affecting all similar financial instruments traded in the market.

The Trustees determined the Scheme's investment strategy after taking advice from their investment
adviser. The Scheme has exposure to the aforementioned risks via the investments held to implement
the investment strategy. The Trustees manage investment risks, including credit risk and market risk,
considering the Scheme's investment objectives and strategy, and the advice of their investment
advisers.

Within each investment portfolio, investment objectives and restrictions to manage risk are implemented
through the legal agreements in place with the Scheme's investment managers. The Trustees monitor
the performance of the strategy and associated risks, and each investment manager against its
objectives and restrictions, on a regular basis.

Further information on these risks and the approach of the Trustees to risk management is set out
below. This does not include the legacy insurance policies nor AVC investments as these are not
considered significant in relation to the overall investments of the Scheme.

Investment Strategy

The investment objective set by the Trustees is to achieve the best overall investment return in moving
towards the 2030 target set out in the Funding Deed, with a level of risk that is commensurate with this
objective, having regard to the agreed level of employer contributions and the covenant of the
employers.

The Trustees set the investment strategy for the Scheme after taking advice from the Scheme's
Investment Adviser and consulting with the Employer.  The investment strategy is set out in its
Statement of Investment Principles (SIP). Day to day investment management has been delegated to
the six investment managers with whom the Trustees have put in place investment mandates to
implement the strategy.

The current strategy is to hold assets per below. The Trustees will review the Scheme's asset allocation
from time to time, to ensure that the split between growth and defensive assets remains within 5% of the
target allocations noted below.
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Notes to the Financial Statements (continued)

17. Investment risk disclosures (continued)

Investment Strategy (continued)

a0 57.5% in "defensive" investments. These are investments that either move in line with the long term
liabilities of the Scheme or which the Trustees consider less risky investments. The underlying
investments include corporate and government bonds, company loans, interest rate and inflation
swaps and other derivatives.

b. 42.5% in return seeking investments comprising global equities and a multi-asset mandate whereby
the investment manager has discretion to invest in a wide range of asset classes.

Credit risk

Where the Scheme invests in pooled funds it is directly exposed to credit risk in relation to the solvency
of the investment manager and custodian of those funds. In addition, where the Scheme holds assets
via a segregated portfolio with Ruffer, the Scheme is directly exposed to credit risk in relation to the
custodian.

These direct credit risks are mitigated by the underlying assets of the pooled funds and segregated
portfolios being ring-fenced from the investment managers and the custodians, the regulatory
environments in which the pooled fund managers and custodians operate and diversification of the
Scheme's investments across a number of pooled funds and segregated portfolios. The Trustees carry
out due diligence checks prior to the appointment of any new investment manager or fund, and monitor
for changes to the operating environment of the existing pooled funds and custodian of the segregated
assets.

The Scheme is indirectly exposed to credit risks arising from the underlying investments held by the
pooled funds, where they invest in company loans, bonds, derivatives or cash. This is relevant for the
Scheme's private credit, loan and liability matching portfolios held with Longbow, Henderson and Insight
respectively. The Scheme is directly exposed to credit risks arising from the underlying investments
held by the segregated portfolio with Ruffer. The amount invested in each of these mandates is shown
in the Statement of Net Assets.

The managers of these funds manage credit risk by having a diversified exposure to bond or loan
issuers, conducting thorough research on the probability of default of those issuers. The magnitude of
credit risk within each fund will vary over time, as the manager changes the underlying investments in
line with its views on markets and specific issuers. The private credit fund invests predominantly in UK
commercial real estate debt originated by ICG-Longbow.  The manager manages credit risk by
conducting thorough due diligence on the borrower and underlying property security seeking to ensure
high levels of diversification of at tenant and property level across the investment portfolio.  The
manager actively monitors risk migration at loan and portfolio levels through the term of each
investment.

Within the LDI portfolio, there is exposure to credit risk as the LDI portfolio manager uses derivative
instruments to match the Scheme's liabilities. The terms under which the LDI portfolio is managed
include provisions to manage the exposure to credit risk, such as limits on the exposure to any single
counterparty and minimum credit ratings that all counterparties must meet. In addition, the derivative
positions are collateralised daily, so as to aim to limit credit risk to one day's market movements. Cash
is held within financial institutions which are at least investment grade credit rated.
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Notes to the Financial Statements (continued)

17. Investment risk disclosures (continued)

Currency risk

As the Scheme's liabilities are denominated in Sterling, any non-Sterling currency exposure within the
assets presents additional currency risk.

The Scheme is subject to currency risk because some of the Scheme's investments are held in
overseas markets, either as segregated investments or via pooled investment vehicles. In some cases,

the Trustees have delegated the decision on whether or not to hedge any currency risk to their
investment managers, some of which maintain a fully hedged position. Even where currency hedging
arrangements are in place, there will still be residual currency risks, as these hedging arrangements may
not be perfectly aligned to the assets.

The Scheme's assets that are exposed to indirect currency risk are the various international equity,
multi-asset, bond and loan funds. The amount invested in each of these mandates is shown in the
Statement of Net Assets

Interest rate risk

The Scheme is subject to interest rate risk because some of the Scheme's investments are held in
bonds, interest rate swaps and cash, both directly as segregated investments and indirectly through the
pooled investments with Insight. The amount invested in each of these mandates is shown in the
Statement of Net Assets.

However, the interest rate exposure of these assets is structured to hedge around 50% of the
corresponding risks associated with the Fund's liabilities. The net effect is to reduce the volatility of the
funding level, and so the Trustees believe that it is appropriate to take exposures to these risks in this
manner.

Other price risk

The Scheme's assets are exposed to risks of market prices other than currencies and interest rates,
such as the equity pooled fund holdings being subject to movements in equity prices. The Trustees
believe that the Scheme's assets are adequately diversified between different asset classes and within
each asset class to manage this risk.
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18.    Current assets
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2016                     2015
£'000                     £'000

Pensions paid in advance

Cash balances

Annuity Income

Other

298               287

1,817               426

301

6                 3

2,121                    1,017

19. Current liabilities

Administrative and investment management expenses

Tax recoverable

Other

2016                     2015
£'000                    £'000

172                      154

2

2                2

176                      156

20. Related party transactions

There was no direct investment in any Lazard company, including in the employers participating in the
Scheme, at any time during the year or at the year end.

Investments under management by Lazard Asset Management Limited represented 14.0% of the net
assets of the Scheme as at 31 December 2016 (2015: 9.4%).

21.

During the year, fee rebates have been received from associates of Lazard & Co., Services Limited, as

disclosed in note 10 amounting to £75,000 (2015: £36,000).

Three (2015: three) of the Trustees of the Scheme are pensioner members receiving benefits from the
Scheme.

Fees of £40,000 (2015: £23,000) in respect of Trustees Services were paid in the year by Lazard & Co.,
Services Limited. The company was reimbursed for these payments made on behalf of the Scheme as
disclosed in note 7. In addition, further fees of £42,000 (2015: £40,000) were paid by the Scheme.

Contractual commitments

The Scheme committed to invest £12,000,000 into ICG-Longbow UK Real Estate. Of this, a total of
£7,140,591.89 was invested up to 31 December 2016.

MR3048

33


