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Henderson Group plc (“Henderson Group”) published its Full Year Results for the year ended 31 December 2016 on
9 February 2017.

Further to that announcement, today Henderson Group provides its Full Year Results for the year ended 31
December 2016 prepared in accordance with the Generally Accepted Accounting Principles in the United States as
adopted by the U.S. Securities and Exchange Commission (SEC) (“US GAAP”), and presented in US Dollars. The
2016 Full Year Results as prepared under US GAAP are included below.
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In connection with the proposed merger, Henderson has filed a registration statement on Form F-4 with the U.S.
Securities and Exchange Commission (SEC), containing a proxy statement of Janus Capital Group and other
documents regarding the proposed merger. Before making any voting or investment decision, th e respective
investors and shareholders of Henderson and Janus C apital Group are urged to carefully read the entire
registration statement of Henderson, including the proxy statement of Janus Capital Group, and any oth  er
relevant documents filed by either company with the SEC, as well as any amendments or supplements to
those documents, because they contain important inf ormation about Henderson, Janus Capital Group and
the proposed merger. The registration statement and other related documents filed by Henderson and Janus

Capital Group will be available electronically without charge at the SEC’s website, . Materials filed with
the SEC may also be obtained without charge at Henderson’s website, or at Janus Capital
Group’s website , respectively.

Forward looking statements

This announcement contains forward-looking statements with respect to the financial condition, results and
business of Henderson Group plc. By their nature, forward-looking statements involve risk and uncertainty because
they relate to events, and depend on circumstances, that will occur in the future. Henderson's actual future results
may differ materially from the results expressed or implied in these forward-looking statements. Nothing in this
announcement should be construed as a profit forecast.

The content of the websites referred to in this announcement is not incorporated into and does not form part of this
announcement. Nothing in this announcement should be construed as, or is intended to be, a solicitation for or an
offer to provide investment advisory services.



HENDERSON GROUP PLC FULL YEAR 2016 RESULTS — US GA®R

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF
OPERATIONS OF HENDERSON

For purposes of this section each reference t6Gheup” refers to Henderson Group plc and its ctidsted
subsidiaries.

Segment Considerations

Although Henderson is a global investment managdmaanages a range of investment products, opgratimss
various product lines, distribution channels andggaphic regions, information is reported to theethperating
decision-maker, the Henderson board, on an aggedmsasis. Strategic and financial management desisire determined
centrally by the Henderson board and, on this bsisGroup is a single segment investment managebusiness.

Revenue

Revenue primarily consists of management fees arfdnmance fees. Management fee revenues are ¢gersed
upon a percentage of the market value of assetr umanagement and are calculated as a percentagbafthe daily, month
end or quarter end average asset balance in accerdath contractual agreements. Accordingly, fhations in the financial
markets have a direct effect on the Group’s opegatesults. Assets under management may outpedounderperform the
financial markets.

Performance fees are specified in certain fundctiedts contracts and are based on investmentipeaftce either on
an absolute basis or compared to an established iowkr a specified period of time. This is oftebject to a hurdle rate.
Performance fees are recognized at the end ofothteactual period (typically quarterly or annualifijhe stated performance
criteria are achieved.

2016 Summary

In 2016, Henderson achieved operating income o #2illion, a decrease of 26.9% (2015: $317.3iaml driven
by lower revenue. Revenue was $999.9 million, d@®&d% (2015: $1,155.1 million). This reduction veairen primarily by
lower performance fees of $54.8 million (2015: $B5@illion) in a period of significant market valday. Management
fees—the Group’s principal revenue stream—decrelag&dl% to $867.8 million (2015: $914.7 milliopyimarily driven by
adverse FX movements in 2016 as pounds sterliegGtioup’s functional currency, weakened againstii& dollar.
Management fee margins fell to 66.9 bps largelytdumix shifts following outflows from retail prodts and institutional
inflows, and other one-off effects.

Total operating expenses decreased by 8.4% to $Tailion (2015: $837.8 million) driven by a decseain
distribution expenses and employee compensatioteanefits expenses. This was offset by increaseebffrexpenses
following the proposed merger with Janus in 2016.

Net income decreased by 46.5% to $177.3 milliori§2®331.4 million), reflecting lower operating ome, lower
investment gains recognized compared to 2015 amdcagased tax charge for the period.

Henderson'’s ordinary dividend in respect of 2018eéased to 10.5 pence per share (2015: 10.3 penchare).

The Group’s functional currency is pounds sterkmgl, as a result of presenting the financial statgmin U.S.
Dollars, is subject to foreign currency fluctuasodnalysis excluding this translation effect canfbund below under
“—Non-GAAP Financial Measures.”
Investment Performance of Assets Under Management

In 2016, market conditions proved to be challendgarghe investment management teams. On a thaadogsis, 77%

of assets outperformed, demonstrating the Groupl#yeto deliver exceptional long term track redsrfor clients. On a one
year basis, performance was weaker, with 50% @ftassitperforming.



One year performance was weakest in the Europeaitti€ésjand Global Equities capabilities. At the ipegng of
2016, some of Henderson’s largest European fundsiggeriod of poor investment performance as carscever China and a
rally in the energy sector heavily impacted markigtsslobal Equities, performance in many fundsengfd throughout the
year because of a lack of exposure to the UnitateStand the U.S. dollar.

However, the Group has a wide range of investrrearms with independent investment styles and thedesh
means that even in tough market conditions, thex@aange of investment ideas to discuss witimtdie

Investment performance by core capability(1) 1 year 3 years
EUrOPEaN EQUITIES ..evviiieieei ittt eeeer et e e e e r e e e e e e e e s e sannnne e e e e e e e e e s 26% 86%
Global EqUities .......ccoeeeeiiiiiiieeeenn, 34% 70%
Global Fixed Income 80% 76%
MU ASSEE. ...ttt ettt et e st e e s enn e e s e sbbnneeenaane 48% 42%
ALBINALIVES ...ttt e e s e e e 62% 99%

10 €= LTSRS 50% 7%

(1) Percentage of funds, asset weighted, thatw@pedorming based on the relevant metric: peecgydile ranking for

Retail, positive for Absolute Return, positive wes$enchmark for Institutional.
Assets Under Management

The Group’s assets under management (AUM) as atrbieer 31, 2016 were $124.7 hillion, a decrease of
$10.8 billion or 8% from December 31, 2015, driygnadverse FX movements of $13.1 billion and néfl@us of
$5.3 hillion, partially offset by positive marketowements of $7.6 billion.

FX movements reduced AUM by $13.1 billion. In thiriod, the dollar strengthened against all majorencies. As
at December 31, 2016, approximately 80% of Hendess®UM was non-USD denominated, resulting in aneade currency
effect, particularly in products exposed to poustesling, which weakened significantly during treay following the U.K.’s
referendum on EU membership in June 2016.

Asset and flows by capability for the years endeddnber 31, 2016 and 2015 are as follows (in miljo

Closing Closing
AUM AUM
Dec. 31, Net Sales Acquisitions & Dec. 31,
(In $ millions) 2015 Sales Redemptions(1) (Redemptions) Markets FX(2) Disposals 2016
By capability
European Equitic........... $30,12¢ $6,00¢ $(10,405 $(4,400 $66C $(2,052 $— $24,33°
Global Equities................. 41,582 10,593 (10,111) 482 2,670 (2,780) — 41,954
Global Fixed Income........ 36,549 10,582 (10,509) 73 2,625 (4,552) — 34,695
Multi ASSEt .......ccvvereene. 7,207 159 (859) (700) 938  (1,163) — 6,282
Alternatives.............c........ 20,110 7,759 (8,539) (780) 741 (2,599) — 17,472
O 1Y $135,577 $35,098 $(40,423) $(5,325) $7,634 $(13,146) $—  $124,740
(1) Redemptions include impact of client switchdsolu causes a positive balance on occasion.
2) FX reflects movements in AUM resulting from algas in foreign currency rates as non-USD denomihAUM is

translated into USD.

Closing Closing
AUM AUM
Dec. 31, Net Sales Acquisitions & Dec. 31,
(In $ millions) 2014 Sales Redemptions(1) (Redemptions) Markets FX(2) Disposals 2015
By capability
European Equities ............ $23,802 $14,154 $(7,048) $7,106 $2,504 $(1,646) $(1,637) $30,129
Global Equities................. 40,120 9,372 (9,600) (228) 1,327 (1,404) 1,767 41,582
Global Fixed Incom....... 29,93. 13,80¢ (11,441 2,364 (206, (1,767 6,227 36,54¢

Multi ASSEt ......ovvverreeenn. 8,124 302 (912) (610) 105  (412) — 7,207



Alternatives(3).................. 24,573 10,533 (6,167) 4366 365 (926) (8,268) 20,110

TOTAL e $126,550 $48,166 $(35,168) $12,998 $4,095 $(6,155) $(1,911) $135,577
() Redemptions include impact of client switchdsol causes a positive balance on occasion.
(2) FX reflects movements in AUM resulting from clgas in foreign currency rates as non-USD denomihAtJM is

translated into USD.
3) Alternatives includes the THRE joint venturattivas disposed of in 2015.

By capability, European Equities AUM decreased 5yadillion or 19.2% from $30.1 billion at Decemtsdr, 2015,
to $24.3 billion at December 31, 2016, driven byamgflows in the period and adverse FX movementaan-U.S. dollar
denominated assets, partially offset by positivekelamovements. Global Equities AUM increased byt$illion to
$42.0 billion at December 31, 2016, primarily daengt inflows and market gains being offset by aslwd-X movements on
non-US dollar denominated assets. Global FixedrireAUM decreased by $1.9 billion, with slightly o net flows and
favorable market movements, more than offset byemvFX movements. Multi-asset AUM decreased b9 Billion driven
by adverse FX movements and net outflows, parfisedby positive market movements. In Alternativeg, Group saw a
13.1% decline in AUM to $17.5 billion at Decembdr, 2016, reflecting net outflows and adverse FX ements, slightly
offset by positive markets.

The Group offers investment products based onersliied set of asset classes, primarily throughitggand Fixed
Income. Assets and flows by asset class for thesyeraded December 31, 2016 and 2015 are as fo(lawsillions):

Closing Closing
AUM AUM
Dec. 31, Net Sales Acquisitions & Dec. 31,
(In $ millions) 2015 Sales  Redemptions(1l) (Redemptions) Markets FX(2) Disposals 2016
By asset class
EQUILY «.vveveeeeeeee e $89,749 $23,155 $(27,196) $(4,041) $5,171 $(7,398) $— $83,481
Fixed Income.........cco.oovveunnnee. 39,561 10,766 (10,888) (122) 2,579 (4,844) — 37,174
PrOPertY......veeveveeeeeeeeeesvereeens, 6,14€ 1,173 (2,309 (1,132 (115 (898 — 4,001
Private EQUIty ......c.cceoeeienenne. 121 — (30) (30) (1) (6) — 84
TOTAL oo $135,577 $35,098 $(40,423) $(5,325) $7,634 $(13,146) $— $124,740
(1) Redemptions include impact of client switchdsolu causes a positive balance on occasion.
(2) FX reflects movements in AUM resulting from algas in foreign currency rates as non-USD denomihAtUM is

translated into USD.



Closing Closing
AUM AUM
Dec. 31, Net Sales Acquisitions &  Dec. 31,
(In'$ millions) 2014 Sales Redemptions(1) (Redemptions) Markets  FX(2) Disposals 2015
By asset class
EQUILY v $79,062 $30,778 $(20,616) $10,162 $4,420 $(4,043) $148  $89,749
Fixed INCOME......coocverereereereann. 33,246 14,494 (12,319) 2,175 (207) (1,879) 6,226 39,561
Property(3......cooweeeeeeveneen. 12,93 2,89« (1,406 1,48¢ 22z (213 (8,285 6,14¢
Private Equity .... 1,308 — (827) (827)  (340) (20) — 121
TOTAL oo $126,550 $48,166 $(35,168) $12,998 $4,095 $(6,155) $(1,911) $135,577
(1) Redemptions include impact of client switchdsolu causes a positive balance on occasion.
2) FX reflects movements in AUM resulting from algas in foreign currency rates as non-USD denomihAUM is
translated into USD.
3) Property includes the THRE joint venture thasvdisposed of in 2015.

In the period, market movements increased AUM hg $1lion, primarily reflecting market gains in Eigjes of
$5.2 billion. Fixed Income saw market gains of $aléon.

The following table presents the components of ldesmh’'s AUM split by Channel and Product Type fog years
ended December 31, 2016 and 2015 (in millions):

Closing Closing
AUM AUM
Dec. 31, Net Sales Acquisitions &  Dec. 31,
(In $ millions) 2015 Sales  Redemptions(1) (Redemptions) Markets FX(2) Disposals 2016
RETAIL
UK OEICs/Unit Trusts/Other ....... $34,426  $8,221 $(9,535) $(1,314) $662  $(3,608) $— $30,166
SICAVS ..o 28,488 10,911 (14,283) (3,372) 424 (1,198) 24,342
US Mutual Fund 12,74¢ 3,93t (5,326 (1,393 (265, — — 11,081
Investment Trusts ........ccoceevvevennne. 8,227 100 27 127 761 (1,371) — 7,744
Total Retail .......ccooveeveiieiiccnns $83,886 $23,165 $(29,117) $(5,952) $1,582 $(6,177) $— $73,339
INSTITUTIONAL
UK OEICs/Unit Trusts........c..c.c.... $14,359 $172 $280 $452 $683  $(1,755) — $13,739
2,306 — 377) (377) (82) (87) 1,760
Australian MIS........cccooceviiinenne 2,20¢ 54C (682, (142, 58 (20) — 2,10¢
Offshore Absolute Return Funds.. 3,533 501 (1,210) (709) 156 (131) — 2,849
Managed CDOS .........ccoeereriernnene 151 — (21) (21) 3 (6) — 127
Segregated Mandates/Prop..... 28,967 10,72( (9,267 1,45:% 5,24% (4,970 30,69:
86 — (8) (8) 9) — — 69
80 — (21) (21) — — — 59
Total Institutional ..........cccccceveennnneee $51,691 $11,933 $(11,306) $627  $6,052  $(6,969) $— $51,401
TOTAL ittt $135,577 $35,098 $(40,423) $(5,325) $7,634 $(13,146) $—  $124,740
(1) Redemptions include impact of client switchdsolu causes a positive balance on occasion.

(2)
translated into USD.

FX reflects movements in AUM resulting from algas in foreign currency rates as non-USD denomihAUM is



Closing Closing

AUM AUM
Dec. 31, Net Sales Acquisitions & Dec. 31,
(In'$ millions) 2014 Sales Redemptions(1) (Redemptions) Markets FX(2) Disposals 2015
RETAIL
UK OEICs/Unit Trusts/Othe...... $32,14«  $9,92¢ $(8,008 $1,91° $765 $(1,218 $81¢ $34,42¢
SICAVS ...ocorrrrens .. 22,095 19,067 (12,493) 6,574 1,469 (1,650) — 28,488
US Mutual Funds........ 9,363 6,178 (2,678) 3,500  (118) — — 12,745
Investment Trusts .. 8,133 260 (28) 232 319 (457) — 8,227
Total Retall . ..o, $71,735 $35,430 $(23,207) $12,223  $2,435 $(3,325) $818 $83,886
INSTITUTIONAL
UK OEICS/Unit Trust................ $14,17¢  $11¢ $61: $731 $(15)  $(536 $— $14,35¢
SICAVS.......ccuenee. 1,973 585 (157) 428 52 (147) — 2,306
Australian MIS ... — 50 (54) (4) 9 — 2,204 2,209
Offshore Absolute 3,91¢ 61¢€ (818) (200; (125) (60) — 3,53t
Managed CDOS .......c.vvwereeerreenens 392 — (243) (243) 35 (33) — 151
Segregated Mandates/Property..... 24,215 10,936 (10,307) 629 2,174 (2,109) 4,058 28,967
TH Real Estate (40%) share ......... 8,810 429 (194) 235 (126) 72 (8,991) —
Private Equity Funds 1,283 — (836) (836) (344) a7) — 86
Other....cccovevvieeienns 45 — 35 35 — — — 80
Total Institutional ...........c.eceeeeereene. $54,815 $12,736 $(11,961) $775  $1,660 $(2,830) $(2,729) $51,691
TOTAL cooocreieeenceeeenee s $126,550 $48,166 $(35,168) $12,998  $4,095 $(6,155) $(1,911)  $135,577
(1) Redemptions include impact of client switchdsolu causes a positive balance on occasion.
(2) FX reflects movements in AUM resulting from algas in foreign currency rates as non-USD denomihAUM is

translated into USD.

Against a challenging backdrop of market volatitityd political uncertainty, Retail flows were negain 2016, with
net outflows of $6.0 billion. At the start of thear, clients reduced their risk appetite and denf@anBuropean assets
moderated. This theme continued throughout the ggaolitical events unfolded, most notably the s Keferendum on EU
membership and the U.S. Presidential election.

In the U.K., the Group saw increased outflows im &ftermath of the U.K.’s referendum on EU membigreh
June 23, 2016, as clients pulled back from invgstinEuropean assets. The Group saw an accelertmutflows from the
Henderson UK Property Fund and trading was susgkodduly 5, 2016 allowing the fund to disposessfeds and rebuild
liquidity. The fund re-opened on October 14, 204i6h modest redemptions. The Group’s product rdreped to mitigate the
impact of the U.K. referendum, with good demandUWdf. absolute return and fixed income strategiése Group also
benefited from positive flows in the Australian Riéfund range, captured within the Group’s “UK @EfUnit Trusts/Other”
product line.

Retail SICAV flows turned negative in 2016, as miereduced their exposure to European assetsehdhigher
proportions of their portfolios in cash. Outflowese dominated by European focused funds, but thegsaw positive flows
into low volatility strategies as clients soughtahside protection.

US mutual fund flows were broadly flat for the fitalf of the year but turned negative following ti.K.
referendum. Fund outflows accelerated in the sebaiftbf the year, reflecting a reversal in deméorchon-U.S. assets and
the outcome of the U.S. Presidential election.

The Institutional business had a successful yeigh, positive net flows of $0.6 billion.

Despite net outflows at the start of the year drilog previously notified redemptions and the clesafrfunds in areas
of limited client demand, flows were particulartyang in the second half of the year, reflecting @roup’s continued success
in its core U.K. business and an increasingly glabent base in Continental Europe, the U.S. andtfalia. Most notably, the
Group saw early success in its Global Emerging Mi@rktrategy.

In recent years, the Group has been building glbtsitutional-grade strategies and in 2016, it wasouraging to
see increasingly diverse sources of flow by cligethgraphy and strategy. The pipeline of new bgsirenotified but
unfunded—remains strong following the recent anweument of the recommended merger with Janus.



Average Assets Under Management

The following table presents the average assetsrundnagement, split by Channel for the years ebéegmber 31,
2016, 2015 and 2014 (in millions):

Average Average Average 2016 vs 2015 vs
(In $ millions) AUM(1) 2016 AUM(1) 2015 AUM(1) 2014 2015% 2014%
By Channel
= | T $78,580 $79,792 $72,510 (1.5%  10.0%
Institutional 50,849 47,925 48,700 6.1% (1.6)%
TOTAL oo s $129,429 $127,717 $121,210 1.3% 5.4%

(1) Average month end AUM excluding equity methodestment AUM.
Valuation of Assets Under Management

The fair value of assets under management is baséue values of the underlying cash and investrseatrities of
the Henderson Funds, Trusts and Segregated Mandatagje proportion of these securities are lisieduoted on a
recognized securities exchange or market and grearty traded thereon; these investments are dabased on unadjusted
guoted market prices. Investments including, batintted to, over-the-counter derivative contraethich are dealt in or
through a clearing firm, exchange or financialibosion will be valued by reference to the mostamtofficial settlement price
quoted by the appointed market vendor and in tle@tevo price is available from this source, a braketation may be used.
Physical property held is valued monthly by a spléstiindependent appraiser.

When a readily ascertainable market value doegxist for an investment, the fair value is caloetBlbased on the
expected cash flows of its underlying net asset ftaking into account applicable discount ratesather factors. Judgement
is used to ascertain if a formerly active market bacome inactive and in determining fair valuesminarkets have become
inactive. A Fair Value Pricing Committee is respbiesfor determining or approving these unquotedgs, which are reported
to those charged with governance of the Funds ansts.

In funds which invest in markets that are closetheitr valuation point, an assessment is made tailetermine
whether a fair value pricing adjustment is requieethe funds’ valuation. This may be due to siigaifit market movements in
other correlated open markets, scheduled marketicds or unscheduled market closures as a resuditorfal disaster or
government intervention.

Third party administrators hold a key role in tledlection and validation of prices used in the vailon of the
securities. Daily price validation is completedngstechniques such as day on day tolerance movepiewariant prices,
excessive movement checks and intra vendor tolereimecks. The Henderson Data Management Team merforersight of
this process and completes annual due diligen¢beoprocesses of third parties.

Henderson leverages the expertise of its fund n&nagt teams across the business to cross invets asreate
value for its clients. Where cross investment cgcassets and flows are identified and the dujpticas removed from
Henderson'’s results.



Results of Operations

Information is reported to the chief operating demi-maker, the Henderson board, on an aggregasas. [strategic
and financial management decisions are determieettally by the Henderson board and, on this b#sésGroup is a single
segment investment management business.

Revenues

Year ended December 31,

2016 vs. 2015 vs.
2016 2015 2014 2015% 2014%
Revenues (in millions):
Management fEES ........cccviviieie i eerreeccer e $867.8 $914.7 $887.3 (5.1)% 3.1%
Performance fEES ........oooiiiiiiiiiiii e 54.8 150.8 144.3 (63.7)% 4.5%
Other FEVENUE........ccceieiiieeiee e a e 77.3 89.6 74.1 (13.7)% 20.9%
TOtal FEVENUES......cevie ettt $999.9 $1,155.1 $1,105.7 (13.4)% 4.5%

Management fees

Management fees decreased by $46.9 million (5.18m) £015 to 2016, despite average AUM increasind.BYb6
year on year. Although average institutional AUMrigased by 6.1%, average retail AUM decreasedd®p tesulting in a
mix shift from higher margin retail to lower margistitutional. In addition, management fee marglasreased as retail
clients continued to switch AUM to clean-fee shelesses (classes where advisor commissions arfdrptatharges are
unbundled from the fund fee, the fees chargeddarcfee share classes are solely for the fund rean@tgan fee share classes
were created in response to the Retail Distribulemiew regulation in the U.K.). As a result, distition costs also fell during
the period. One-off fee adjustments also contrithtibethe reduction in management fees. Consequéatsl fee margins
declined from 71.6 bps in 2015 to 66.9 bps in 2016.

The impact of FX, markets and 2016 outflows cawsedt decrease in management fees, which was biffsehet
favorable full year impact of 2015 inflows and fa# year favorable impact of acquisitions.

Management fees increased by $27.4 million (3.1%6)nf2014 to 2015. Average assets under managenezatsb
higher in 2015 compared to 2014 mainly due to miébus for 2015 and the full year impact of 201flows. The disposal of
the discontinued Property business of $19.7 bilbbassets on April 1, 2014 reduced managementfg&23.5 million. The
wind down of Private Equity funds reduced managerfess in 2015 compared to 2014 by $18.3 millioithwassets under
management at year end reduced from $1.3 billid»eaember 31, 2014 to $0.1 billion at December2B15. In addition,
other net acquisition and disposal activity (exabgoequity method investment AUM) in 2015 contribdit$7.1 billion of
AUM with 2014 contributing $2.2 billion.

Weighted average management fee rates, by capatiilisisted of the following for the years endead&weber 31,
2016, 2015 and 2014:

Year ended December 31,

2016 vs. 2015 vs.
2016 2015 2014 2015% 2014%
Management fee margin (bps):

Global Fixed INCOME ........ccooiiiiiiiiiee s et s 31.5 36.5 39.6 (13.7)% (7.8)%
Global EQUILIES ....eviiiieiiieiie ettt 715 770 814 (7.1)% (5.4)%
EUropean EQUItIES ......cviiieei it er e e e e 100.9 103.3 106.1 (2.3)% (2.6)%
MUIT ASSEL. ...t et 452 511 457 (11.5)% 11.8%
F L =Y g T Y= T (1 RSP 849 818 70.2 3.8% 16.5%
TOUAL . 66.9 716 732 (6.6)% (2.2)%

() Alternatives include Property and Private Eguit

Total management fee margins decreased by 4.{66%p) from 2015 to 2016. The decrease was driyamdecline
in Global Fixed Income and Global Equities duehi® &cquisition of Perennial in Australia in NovemB@15 at lower than
average margins. This, combined with the averag®Awix in 2016 marginally moving from retail towardsstitutional (at



lower than average margins), and the continuecthimig) of retail clients to clean-fee share-clagassa result of the Retail
Distribution Review in the U.K), have further cdbtrted to reductions across most capabilities (ttmethis also reduces
distribution costs). Alternatives margins have @ased by 3.8% as a result of positive net inflawmfthe UK Absolute
Return OEIC and SICAV funds in 2016 and the winevd@f the Private Equity business which resulted ome-off fee
reduction in 2015.

Total management fee margins decreased by 1.62@%) from 2014 to 2015. The decrease was driveam D%
decline in Global Fixed Income due to the fundifige 2.7 billion mandate in February 2015 to arstxg client which was
fee neutral, and the acquisition of Perennial istfalia in November 2015 at lower than average mardn addition margins
in Global Equities declined by 5.4% due to the far impact of the acquisition of Geneva, a Udslity institutional fund
manager, in November 2014. Alternatives margineeiased by 16.5% following the disposal of the Priydeusiness in 2014
which was at lower than average margins, offsghtliy by the wind down of the Private Equity busiseMulti Asset margins
increased by 11.8% following the disposal of Irgiinin December 2014 which was at a lower thanagemargin for Multi
Asset. Higher Retail AUM in 2015 had a positive rimpact on margins across most capabilities, howthie was partially
offset by switching to clean-fee share-classes (@&sult of the Retail Distribution Review in thekl)).

Performance fees

Performance fees are derived across a number dfiproanges including both pooled funds and segeelga
mandates. Pooled fund performance fees are re@mjaiza quarterly or annual basis, while segregatettiates are generally
recognized on an annual basis. Performance fepsodlyict type consisted of the following for the ngeanded December 31,
2016, 2015 and 2014 (in millions):

Year ended December 31,

2016 2015 2014 2016 vs. 2015% 2015 vs. 2014%
Performance fees (in millions):

SICAVS ..ot $18.1 $72.7  $30.6 (75.1)% 137.6%
UK OEICs & Unit TrUStS......cccuvveeeeeieies e 8.6 18.1 13.2 (52.5)% 37.1%
Offshore Absolute Return..........cccccvvvveeeeeen.. 13.6 38.1 62.8 (64.3)% (39.3)%
Segregated Mandates ..........cccccveeeeeescmmememenns 8.2 5.9 17.0 39.0% (65.3)%
Investment TrUSES..........cuvvvvvvivviiniireereee e, 4.6 14.4 10.7 (68.1)% 34.6%
Property FUNAS.......ccccvvivieieieee e — — 7.8 0.0% (100.0)%
Other . 1.7 1.6 2.2 6.2% (27.3)%

Total performance fees .......c..ccccceeecvee. $54.8  $150.8 $144.3 (63.7)% 4.5%

For the year ended December 31, 2016, performarsedecreased by $96.0 million compared to 201G apity due
to lower SICAV fees which for long only funds tyglty only pay out a performance fee if relative ahdolute performance is
positive. Key funds driving the lower SICAV fee<lnded lower performance fees on the UK AbsoluteuReSICAYV fund
and no fees on both the Henderson Horizon Pan Earpplpha and Henderson Horizon Pan European Efritls. Offshore
Absolute Return fees decreased by 64.3% in 2016aoed to 2015 primarily due to lower performanaesfen pooled hedge
funds and managed accounts and the closure of gdphdapan Absolute Return fund. 52 funds yieldpdrformance fee in
2016 (2015: 78) out of 107 funds with performaree potential.

For the year ended December 31, 2015, performasificreased by $6.5 million compared to 2014namily due
to higher performance fees in the SICAV fund raraffset by lower Offshore Absolute Return perforroafiees and no
Property Fund performance fees following the sélhe Property business in the first half of 2074 funds yielded a
performance fee in 2015 (2014: 76) out of over fL2fdls with performance fee potential.



Further information showing the diversity of furtststh generating and able to generate performaese &malyzed by
product type, for the years ended December 31,,201% and 2014 is shown in the table below:

Offshore Seg Mandates /
U.K. OEICs & Absolute Mgd CDO /PE / Investment

$ millions Unit Trusts SICAVs Return Property / Other Trusts Aus MIS Total
Performance fees FY16............... 8.6 18.1 13.6 9.2 4.6 0.7 54.8
Performance fees FY15.......... 18.1 721 38.1 7. 14.4 0.C 150.¢
Performance fees FY14(1) 13.2 30.6 62.8 27.0 10.7 0.0 144.3
FY16 VS FY15 % .o (52)% (75)% (64)% 23% (68)% 0% (64)%
Number of funds generating

performance fees in FY16(2). 3 14 16 14 3 2 52
Number of funds generating

performance fees in FY15i. 5 13 22 3C 8 0 78
Number of funds generating

performance fees in FY14(2). 5 15 19 29 8 0 76
AUM December 31, 2016

generating FY16 performance

fEES. et 2.4 5.2 1.4 4.7 1.1 0.1 14.9
AUM December 31, 2015

generating FY15 performance

fEES. ot 1.9 12.4 2.3 5.7 3.1 0.0 25.4
AUM December 31, 2014

generating FY14 performance

fEES. ottt 16 7.3 1.6 9.8 3.0 0.0 23.3
Number of funds eligible to earn

performance fees at

December 31, 2016 ................ 4 26 22 45 8 2 107
Number of funds eligible to earn

performance fees at

Decembe 31, 201! .............. 5 26 29 54 8 2 124
Number of funds eligible to earn

performance fees at

Decembe 31, 201-.............. 5 25 31 61 8 0 13C
AUM December 31, 2016 with

an uncrystallised performance

fee at December 31, 2016,

vesting in 2017(3)....cccceeerennene 2.3 3.1 1.3 n/a 0.6 n/a 7.3
AUM December 31, 2015 with

an uncrystallized

performance fee at

December 31, 2015, vesting

IN 2016(3).eeveeeriinieniniereeenens 14 7.6 1.9 n/a 16 0.0 125
AUM December 31, 2014 with

an uncrystallized

performance fee at

December 31, 2014, vesting

IN 2015(3) eceveeiveieieiinie e 0.8 5.3 1.2 n/a 2.7 0.0 10.0
Performance fee participation

rate (%0)(4) ...cccvvvrevereniieeeerenns 15-20% 10-20% 10-20% 5-28% 15% 15%
Performance fee frequency......... 24 Annually, 2 Quarterly, Half Half

Quarterly quarterly Annually Yearly and Annually Annually Yearly

Performance fee methodology(5Relative/Absolute plus Relative plus ~ Absolute Relative plus Relative

................................................. HWM HWM plus HWM Bespoke HWM plus HWM
(1) Based on continuing performance fees, whichuebes fees impacted by the TIAA-CREF transactions.
(2) For Offshore Absolute Return Funds, this exekifiinds earning a performance fee on redemptidroaly includes

those with a period end crystallization date.

3) Reflects the total AUM of all funds with a Peminance Fee opportunity at any point in the releyaar.
(4) Participation rate reflects Henderson’s shdmutperformance.
(5) Relative performance is measured versus aféideenchmarks, and is subject to a High Water Midkk/'M) for

relevant funds.



Other revenue

Other revenue largely comprises the U.K. OEICs &t Urust General Administration charge (GAC), which
reimburses the Group for certain administratioivais undertaken on behalf of the U.K. retail furange. Other revenue
decreased $12.3 million during the year ended Déeerdl, 2016 compared to 2015 of which $10.1 nmliodue to the
adverse impact of translation of non U.S. dollarateinated income.

Other revenue increased $15.5 million during tres ysded December 31, 2015 compared to 2014. § Hisd to the
increase in 12b-1 fees, an increase in revenue @am Asset Management following the disposal ef Buropean Special
Situations fund and an increase in GAC due to higherage AUM on the U.K. OEICs and Unit Trust pradrange. This is
largely offset by an adverse impact of translatbénon U.S. dollar denominated income and transadtes in 2014, not
recurring in 2015 that related to the divested Briypbusiness.

Operating expenses

Year ended December 31,

2016 vs. 2015 vs.
2016 2015 2014 2015% 2014%
Operating Expenses (in millions):

Employee compensation and benefits........cccceeeuvieeennnnne. $273.5 $317.1 $312.3 13.7% (1.5)%
Long-term incentive COMPENSALION...........commmeeerererrreeenenans 87.5 85.9 75.3 (1.99% (14.1))%
Distribution EXPENSES.......cceeviiiecitie e 209.1 2356 219.3 11.2% (7.4)%
Amortization and depreciation...............ceeeeervvvieiniiiiiiinnneenn. 27.8 234 21.5 (18.8)% (8.8)%
Investment administration............c.ooivieeceee e, 46.2 48.3 50.0 4.3% 3.4%
General, administrative and occupancy ......ccceeeeeeveeeeeeenen.. 1237 1275  128.8 3.0% 1.0%
Total operating EXPENSES .......vvvvveiiiieeeericiieeeeseiireeeee s $767.8 $837.8 $807.2 8.4% (3.8)%

Empl oyee compensation and benefits

During the year ended December 31, 2016, emploge®mensation and benefits decreased $43.6 millidry{a),
compared to 2015, which was primarily driven by feorable impact of translation of non U.S. dotl@nominated expense
of $35.9 million. Fixed staff costs increased b® #1million, predominantly reflecting the full yemnpact of significant
investment in additional headcount in 2015 bottaargglly, and through acquisition ($11.6 millionhieh included a full year
of the Perennial acquisition and Australian operatibuild out in 2015. The remainder of the incee@$ated to wage
increases. Bonus costs decreased $27.1 millioeliargflecting weaker business performance, prilparith respect to
shorter term investment performance, including lopexformance fees and net outflows of retail AUMhe period.

During the year ended December 31, 2015, employemensation and benefits increased $4.8 milliompared to
2014. Fixed employee compensation increased $2illiaampredominantly reflecting significant invesent in additional
headcount both organically and through acquisitib$10.8 million, which included a full year impaaftthe Geneva
acquisition in 2014, and two months from the Peiaratquisition and Australian operations build mu2015. The remainder
of the increase related to wage increases andcageise in pension costs. Bonus costs increased 8fllion as result of the
Group’s remuneration schemes being structuredwane strong business performance, principally gogdstment
performance and record net inflows of AUM. Offsagtthese factors was the favorable translatiorceéfenon U.S. dollar
expenses of $22.6 million and the Property businests incurred for the first quarter of 2014 uthté Group’s disposal of the
Property business of $14.6 million.

Long-term incentive compensation

Long term incentive compensation increased by §fillion from 2015 to 2016. $11.3 million of the imase is
primarily due to higher amortization of bonus dediés which were in turn a function of increasingibs awards throughout
the last three years. This was patrtially offsetdwyer social security costs on award vestings i@salt of a decrease in share
price, lower costs relating to awards with totadr&holder return (‘TSR’) market performance cowdisi and by the favorable
impact of translation of non U.S. dollar denominlaégpense of $9.7 million.

Long-term incentive compensation increased $10lomifrom 2014 to 2015. $18.5 million was primgrdue to
higher amortization of bonus deferrals as outliabdve. Additionally, a higher share price increassdal security costs on
award vestings. Offsetting these factors was thertble translation effect of non U.S. dollar exgesof $5.5 million and the
Property business costs incurred for the first tguanf 2014 until the Group’s disposal of the besm of $2.4 million.



Distribution expenses

Distribution expenses are paid to financial intediages for the distribution of Henderson's retaitestment
products and are typically calculated based omtheunt of the intermediary sourced AUM. For theryraled December 31,
2016, distribution expenses decreased by $26.tomilvhich was mainly due to AUM switching towardean-fee share
classes (as a result of the Retail DistributioniB®ann the U.K.) and lower average Retail AUM cadisefurther decrease,
offset by one-off adjustments.

For the year ended December 31, 2015, distribitipenses increased by $16.3 million mainly duegbdr average
assets under management, with average Retail Aldhasing approximately 10% year on year.

Amortization and depreciation

Amortization and depreciation expense increase$dd million compared to 2015. $4.9 million is doghe
impairment of Gartmore Investment Management Cotgriom the planned disposal of the Volantis UKaBrGap
alternative team assets in 2017, a full year’s éimadion from the acquisition of Perennial $1.5lioit and other adverse
increases of $2.9 million following the on-goingé@stment in platforms. These were offset by a $2lkon reduction to
Gartmore client relationship amortization and a7$gillion favorable translation impact of non Udllar denominated
expenses.

Amortization and depreciation expense increased @illion for the year ended December 31, 2015 canag to
2014. This was primarily driven by a full year's artization of client relationships recognized ag pathe Geneva
acquisition.

Investment administration

Investment administration costs have decrease@ Hyrillion, 4.3% compared to 2015, due to a fabtwa
$5.5 million translation impact of non U.S dollarebminated expenses. This was offset by the falt yapact of increased
expense from Australian acquisitions ($2.2 milliand higher middle office costs ($1.2 million).

For the year ended December 31, 2015, investmeningtration expenses decreased by $1.7 millionpzoed to
2014, mainly due to the favorable impact of tratietaof $3.6 million and one quarter’s costs in 20&lating to the Property
business. This was offset by one-off outsourcedimidtration charges of $3.1 million incurred in 201

General, administrative and occupancy

General, administrative and occupancy decreas&3 Bymillion, 3.0%, compared to 2015. The Group ingsacted
by FX on translation to the reporting currency d#$ million and to the functional currency $5.4lion. Other favorable
variances included $6.0 million of costs due todowecruitment activity and a number of one offdleand professional costs
incurred in 2015. This was offset by $7.5 milliodhdeal costs associated with the proposed Janugemeéncreases in
information technology costs of $6.1 million drivey ongoing investment and support of the IT inthasture and platforms
and office expenses increases of $1.2 million dube Australian acquisitions and upgrades to thgaore office. The
remaining $7.0 million increase comprised variothgegise variances, including an increase in irre@hle U.K. Value Added
Tax, increase to marketing expenditure followinght@r sales activity and other smaller items acsesgral expense
categories.

For the year ended December 31, 2015, general néstrative and occupancy decreased by $1.3 midlanpared to
2014. The first quarter 2014 costs of the diveBteaperty business were $11.8 million which didmeaur in 2015. A favorable
impact was due to FX of $1.8 million (favorablertstation to the reporting currency of $9.3 millioffiset by adverse
translation to the functional currency ($7.5 mitljp These were offset by $4.0 million higher legatl professional costs in
2015 relating to regulatory fees, costs associatddthe Private Equity business wind down and mber of Group and
regulation change projects progressing through®i62In addition information technology costs w$80 million higher,
including market data expenses as a result ofiadditusers, ongoing investment and support of thafrastructure and
higher network costs as a result of increased lwad@nd offices (including those relating to tlegdPnial acquisition). The
remaining $5.3 million increase comprised varidamis, including an increase to marketing costsodiner adverse variances.



Non-operating income and expenses

Year ended December 31,

2016 vs. 2015 vs.
2016 2015 2014 2015% 2014%
Non-operating income and expenses (in millions):
INTEIESt EXPENSE ...vvvvveiiiiiieeeiiiteesmereee e s esreee e e s e sneaeeeesennees $(6.6) $(20.1) $(19.3) 67.2% (4.1)%
Investment (I0sses)/gains, NEt..........cccccvereeeeeevviveeeenenne, $(11.7) $39.7 $2859 (129.5)% (86.1)%
Other non-operating (loss)/income, Net ......ccccccvvveenee.nn. $(1.9) $0.6  $(1.5) n/m* 140.0%
INCOME taX PrOVISION ......cocvviieieiieeeet et $(34.6) $(6.1) $(52.6) n/m* 88.4%

* n/m = not meaningful
I nterest expense

Interest expense mainly consists of interest or7tB8% Senior Notes due 2016, which we refer tha®016 Senior
Notes. Following the repayment of the 2016 Seniote in March 2016, the expense has decreased3y fillion
compared to 2015, including a favorable translatmpact of $2.3 million.

For the year ended December 31, 2015, interesnergacreased by $0.8 million compared to 2014nimaiue to a
full year of deferred consideration finance changgating to the Geneva acquisition and one-offriest costs, offset by a
$1.4 million favorable translation impact.

I nvestment (losses)/gains, net

The components of investment (losses)/gains, mehéoyears ended December 31, 2016, 2015 and 2@td,as
follows (in millions):

Year ended December 31,

2016 vs. 2015 vs.
2016 2015 2014 2015% 2014%
Investment (losses)/gains, net (in millions):

(Loss)/gain on investment securities and derivative............ $(12.4) $18.3 $18.1 (167.8)% 1.1%
Gain on sale of equity method investments ..cccceee..ccoeveeeee. — 18.9 18.9 (100.0)% 0.0%
Gain on sale of property buSINeSS ........ccceeeeccveeeeeiiiiiiiiiinns — — 245.3 0.0% (100.0)%
Other investment iNCOME ...........ooceviiiemmr e 0.7 2.5 3.6 (72.0)% (30.6)%
Investment (I0SsSes)/gains, NEL...........ccccveeevieeeeieeeeiee e, $(11.7) $39.7 $285.9 (129.5)% (86.1)%

Investment gains decreased by $51.4 million foryéer ended December 31, 2016, compared to 201Blynas a
result of gains made in 2015 not recurring. This wamarily due to a gain on sale of equity methoedstments of
$18.9 million which related to the disposal of #¢RE joint venture during 2015 and a gain on sélavailable-for-sale
investments of $18.3 million on the disposal of pineperty fund seed capital investments. In additin2016, the firm
recorded an unrealized loss on a legacy Asian erizquity investment of $17.7 million, mainly aseault of macro-economic
issues in India.

Investment gains decreased by $246.2 million fernysar ended December 31, 2015, compared to 2Cdidlyndue
to the gain on the disposal of the Property busine2014. On April 1, 2014, the Group completeshsactions which resulted
in the disposal of the Property business and sanatiusly recognized a 40% share in a newly formied yenture, THRE,
which was accounted for as an equity method inveistnThe Group recognized a gain on disposal oPtperty business of
$245.3 million during the year ended December B142and subsequently recognized a gain of $1818mibn disposal of its
40% share of THRE during the year ended Decembe2@15. During 2014, the Group also disposed d0& stake in
Intrinsic, which was accounted for as an equityhrodtinvestment, recognizing a gain on sale of $hdlon.

Other non-operating(loss)/income, net

The components of other non-operating (loss)/ingamatefor the years ended December 31, 2016, 20d2@14, are
as follows (in millions):



Year ended
December 31,

2016 vs. 2015 vs.
2016 2015 2014 2015% 2014%
Other non-operating (loss)/income, net (in millions
Loss from equity method investments ........cccceecevveeeenennee. $(3.1) $(1.0) 3$(3.4) n/m* 70.6%
INTEreSt INCOMIE.....ciiiiiieeiieieie e e 1.2 1.6 1.9 (25.0)% (15.8)%
Total other non-operating (loss)/income, net..................  $(1.9) $0.6 $(1.5) n/m* 140.0%

* n/m = not meaningful

The loss from equity method investments increase&Bt1 million for the year ended December 31, 2@bénpared
to a loss of $1.0 million for 2015. This was maidiye to an impairment of Northern Pines aheadsafihd-up.

The loss from equity method investments declinegllt® million for the year ended December 31, 2@bHpared to
a loss of $3.4 million for 2014. This was mainlyedio THRE establishment costs which were recogriiz@®14, offset by a
lower share of income in 2015 following the disgesd THRE in the first half of 2015 and Intrinsitthe second half of 2014.

Income Tax Provision

For the year ended December 31, 2016, the Groffg'stiee tax rate increased to 16.3% (tax chargg3df.6 million)
from 1.8% (tax charge of $6.1 million) for the yesrded December 31, 2015. The increase in thetiofidax rate was due to
a number of 2015 tax benefits that either did roauo in 2016 or did not occur at the same lev@lh6 and changes in the
Group’s global mix of pre-tax profits and busingsswth in higher tax jurisdictions. In addition, Z®included non-deductible
deal costs associated with the proposed mergerdaiths which accounted for the remainder of thecetffe tax rate
movement between the two years. In 2015, the Gbamgfitted from $7.6 million relating to the Grosplisposal of THRE
and the Property business, the tax impact of wiva$ finalized in 2015, $10.5 million on settlemefipositions with the U.K.
tax authorities and $3.4 million on other prior yadjustments.

For the year ended December 31, 2015, the Grofiigstiee tax rate decreased to 1.8% (tax chardgk6dt million)
from 9.3% (tax charge of $52.6 million) for the yemded December 31, 2014. The decrease in thetieffieax rate was
primarily due to 2015 tax benefits that either dad occur in 2014 or did not occur at the samellev2014. In 2015, the tax
benefits included $8.1 million relating to the retian in corporation tax rates in the U.K. givirigerto credits on the
revaluation of certain deferred tax balances, $t#lldon tax benefits arising from the exercisesbfre based compensation
awards granted to employees and $10.5 million tedits on settlement of positions with the U.K. sathorities.

For the year ending December 31, 2017, the conapletf the merger is anticipated to increase thau@soeffective
tax rate. Further, the impact of future enactedr&e or tax law changes in the jurisdictions af operations, changes in the
Group’s mix of pre-tax profits and future tax bdanhafising from the exercise of share based cormgt@sawards granted to
our employees are difficult to predict and can Higantly affect the Group’s eventual effective tate for the year.

Non-GAAP Financial Measures

Henderson reports its financial results in accocdamith U.S. GAAP. However, in the opinion of therdlerson
board the profitability of the Group and its ongpimperations is best evaluated using additionat@AAP financial
measures. Management uses these performance nsetsavaluate the business and adjusted valueoasestent with
internal management reporting.



Alternative performance measures

The following are reconciliations of U.S. GAAP kasévenues, operating income, net income attritheitab
Henderson and diluted earnings per share to adjustenues, adjusted operating income, adjustesho@ine attributable to
Henderson and adjusted diluted earnings per share.

Year ended December 31,
2016 2015 2014

(dollars in millions, except per share data
and operating data)

Reconciliation of revenues to adjusted revenues

REVENUES, GAAP DASIS .....eiiiiiieiiiiiiitiieeetee sttt sttt s e s ee s nneeas $999.9 $1,155.1 $1,105.7
Distribution @XPENSES(L) ...eeeieieiiieiiieiieer e e e e e (209.1) (235.6) (218.2)
Discontinued property BUSINESS(2) .....coovieemmmmcriiiiieeeee e — — (33.0)

AJUSTEA FEVENUES .....eeeiiiieieeee ettt o+ st eesantteaeeasnsbsaeeesassteesanssnneesessnnsnneessnns $790.8 $919.5 $854.5

Reconciliation of operating income to adjusted opeting income

Operating iNCOME, GAAP DASIS ..........cee o eeeeeeetieaeeeessaeeesasnsteeeesssseeesssnseees $232.1 $317.3 $298.5
Discontinued property BUSINESS(2) .....coovieemmmmcriiiiieeeee e — — (12.1)
Intangible amortization of investment managementra@ts(3) ..........ccveveeeeeeeernnnn. 19.6 15.5 13.8
Other acquisition related itE€MS(4) ........vieeeeeeieieiieee e ee e rrreeeees 5.8 2.0 1.7
Transaction related costs and net gains on disp@3al...............ccccccvviviviiieeeeennnen, 18.6 7.9 6.8
Other NON-reCurfing itEMS(6) ......uvvuuerriiereeerieeieiiiir e eeaa e e e e e e e eeeeaeeaens — — 4.7
Gain on sale of property BUSINESS(7)......cuueeeeeeeiiiiiieiiiiiieiire e eaaa e e — — 14.4

Adjusted Operating INCOMIE ........cciiuriiiieceees e ee s ee e r e e e e e sareeee e s snnaeee s $276.1 $342.7 $318.4

Operating Margin(8) .......coveiiiireiieiiimerrm e srarr e e 23.2% 27.5% 27.0%

Adjusted operating Margin(9) ......ceceiiiiiieeeeee e e e 34.9% 37.3% 37.3%

Reconciliation of net income attributable to Hendeson to adjusted net income
attributable to Henderson

Net income attributable to Henderson, GAAP DaSIiS...........cccceviiiiiiiie e $189.0 $329.8 $503.3
Discontinued property bUSINESS(2) ........uieeeeeceeeriiiiiiiieir e e ae e s snieereeeee s — — (12.6)
Intangible amortization of investment managementra@ts(3) ..........cccveveeeveeeeennnn. 19.6 16.7 16.5
Other acquisition related ItEMS(4)........vieeeeeeeiiii e 7.9 3.8 2.5
Transaction related costs and net gains on disp@3al..............cooeevviviiievieviiiiinnnnnn. 18.6 (11.3) 3.2)
Other NON-reCcuUrfing ILEMS(B) ...vvvvieeee e ceeeee e et e e e e e e e eerrrreeae e e e 3.7 (0.2) 4.7
Gain on sale of property BUSINESS(7)......cueieeeeeiiiiiirieie e e e — — (230.9)
Tax on adjustments to net income attributable todéeson(10)............cccccvvveveeern... (11.4) (18.6) 22.0

Adjusted net income attributable to HENAErsON ... ..oooveeev v 227.4 320.2 292.9
Less: distributed earnings on dividend bearing BBESI...............ccccveeeereniicinvnnennnn. 3.7) (4.2) (5.2)
Less: un-distributed earnings on non dividend Imgpsiecurities ...........ccccccceeeevnenn. (1.6) (4.5) (4.9)

Adjusted net income attributable to Henderson comst@reholders...............cc......... $222.1 $311.5 $282.8

Weighted-average diluted common shares outstanditiigted (two class) ................ 1,111.1 1,154.5 1,154.4

Diluted earnings per share (tWo ClasS)(11) .eceeeeeveeeiiieeeiie et $0.17 $0.28 $0.42

Adjusted diluted earnings per share (two class)(12)......cccccevcvvveeeiiiiveresiiiiieennnns $0.20 $0.27 $0.24

() Distribution expenses are paid to financiatintediaries for the distribution of Henderson’sastyment products. The

Henderson board believes that the deduction af4party distribution, service and advisory experfea® operating
revenues in the computation of net revenues reftbetnature of these expenses as revenue-shetiviges, as these
costs are passed through to external parties wtiorpefunctions on behalf of, and distribute, theo@’s managed
AUM. In 2014, this figure represents the distribatiexpenses excluding those associated with ticemisued
Property business.

(2) On April 1, 2014, the Group completed transatiwhich resulted in the disposal of the Propleusiness and
simultaneous recognition of a 40% share in the néovimed joint venture, THRE. Prior to the disposhée Group
continued to consolidate the Property businessermgnized net income from its operations for thst fuarter of
2014. The Property business was not able to bsifieabas a discontinued operation due to the hgldif the 40%
share in THRE and consequently maintaining expotsutiee business. However, the Henderson boardmtaes
believe that the first quarter’s Property businessilt represented the ongoing operations of thoeiGr
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®)

(6)

(7)

(8)
©)

(10)

11)

(12)

Investment management contracts have beernfiddras a separately identifiable intangible assiting on the
acquisition of subsidiaries and businesses. Suctiaxis are recognized at the net present valtreafxpected future
cash flows arising from the contracts at the dagecquisition. For segregated mandate contractsintiangible asset
is amortized on a straight-line basis over the etqutlife of the contracts. The Henderson boaritbelthese
non-cash and acquisition related costs do not septehe ongoing operations of the Group.

Other acquisition related items primarily regget void property costs inherited on the acquisitif the New Star and
Gartmore businesses in 2009 and 2011 respectiViegy reflect the net present values of the excelsase rentals
and other payments over the amounts expectedtecbgered from subletting these properties. Thisgmary also
includes deferred consideration costs, being eatrcasts of key owner / employees secured fromipusv
acquisitions and contingent consideration payabléé vendors of those businesses. The Hendersod believes
these costs do not represent the ongoing operaifdhe Group.

Transaction related costs and net gains orodap represented the following transactions: éstabent of THRE
(2014), disposal of Intrinsic (2014), acquisitidnGeneva Capital LLC (2014), acquisition of Pereh(2015), 90
West (2015) and proposed merger integration ams$aiction costs with Janus (2016), due to compfeB®17. The
Henderson board believes these costs and gainstadepresent the ongoing operations of the Group.

In 2014, other non-recurring items includedagipl refund to the Group of $4.8 million relatitgamounts
previously paid in respect of the 2010/2011 Keydatss subsidy levy to the U.K. Financial ServiCesnpensation
Scheme (FSCS). In 2015, a $0.2 million gain wasgeized on the revaluation of the Group’s previdLi% stake
in 90 West, based on the transaction price on Map@15 when the Group acquired the remaining 5&68ares of
90 West. In 2016, the Group impaired its investnieMorthern Pines as a result of the wind up eftthsiness
($3.7 million). The Henderson board believes ttggas and costs do not represent the ongoing opesatf the
Group as they were one off in nature.

On April 1, 2014, the Group completed transawtiwhich resulted in the disposal of the PropBttginess. This
reflects the profit on disposal, net of any deal aeparation costs.

Operating income divided by revenues.
Adjusted operating income divided by adjustegenues.

The tax impact of the non-GAAP adjustmentscaleulated based on the U.S. or foreign statutoryate as they
relate to each non-GAAP adjustment. A number ofitbre GAAP adjustments are either not taxable odeductible
for tax purposes and these primarily include thio¥ang: deferred consideration costs (footnoteebtablishment
costs and profit on disposal of THRE, disposalnfifisic, certain costs associated with the actioisbf Geneva
Capital LLC, Perennial and 90 West and transactasis associated with the proposed merger withsJdaatnote
5); impairment on investment in Northern Pines {fiote 6); and the book profit on disposal of thegerty Business
(footnote 7) has been adjusted to reflect the faxgdins that arose on the disposal of the Profersiness. In
addition, the 2015 total tax credit on non-GAARviteincluded a $4.2 million credit resulting fromdlization of the
taxable gains associated with the disposal of topdtty business to THRE during 2014.

Net income attributable to Henderson commarettiolders divided by weighted-average diluted comshares
outstanding.

Adjusted net income attributable to Hendersmmmon shareholders divided by weighted-averaggedilcommon
shares outstanding.



Constant Dollar analysis of Net Income

The Group’s functional currency is pounds sterkmgl as a result of presenting the financial stat¢sria U.S.
Dollars is subject to foreign currency fluctuatiohsthe tables below, the Group reports net incaftrébutable to Henderson
on a ‘constant dollar’ basis assuming the 201520d! comparatives are translated at the 2016 ab8l 2@Qes, respectively.

Constant dollar reporting is a non-GAAP financiaasure that shows the impact of changes in exchrategon the
translation from the Group’s functional currencytsoreporting currency, to facilitate a comparatiwew that assists the reader
in better understanding underlying core operatiefggmance. Movements in the balances presentedvideve been
explained in the earlier analysis.

2016 compared to 2015
Year ended December 31,
2015
Constant 2016 vs 2015
Dollar Translation Constant
2016 2015 (at 2016 rate) 2016 vs 2015 impact Dollar
(dollars in millions)
Revenues:
Management fees........ $867.8 $914.7 $811.1 $(46.9) $(103.6) $56.7
Performance fees ........ 54.8 150.8 133.7 (96.0) (17.1) (78.9)
Other revenue.............. 77.3 89.6 79.5 (12.3) (10.1) (2.2)
Total revenue........... 999.9 1,155.1 1,024.3 (155.2) (130.8) (24.4)
Operating expenses:
Employee
compensation and
benefits........ccccceee 2735 3171 281.2 43.6 35.9 7.7
Long-term incentive
compensation........... 87.5 85.9 76.2 (1.6) 9.7 (11.3)
Distribution expenses.. 209.1 235.6 208.9 26.5 26.7 (0.2)
Amortization and
depreciation............. 27.8 234 20.7 4.4) 2.7 (7.1)
Investment
administration ......... 46.2 48.3 42.8 2.1 5.5 (3.4)
General,
administrative and
occupancy ............... 123.7 127.5 113.1 3.8 14.4 (10.6)
Total operating
expenses.............. 767.8 837.8 742.9 70.0 94.9 (24.9)
Operating income.......... 2321 317.3 281.4 (85.2) (35.9) (49.3)
Interest expense .............. (6.6) (20.1) (17.8) 13.5 2.3 11.2
Investment
(losses)/gains, net........ (11.7) 39.7 35.2 (51.4) (4.5) (46.9)
Other non-operating
(losses)/income, net ... (1.9) 0.6 0.5 (2.5) (0.1) (2.4)
Income before taxes.... 211.9 337.5 299.3 (125.6) (38.2) (87.4)
Income tax provision ...... (34.6) (6.1) (5.4) (28.5) 0.7 (29.2)
Netincome.................. 177.3 331.4 293.9 (154.1) (37.5) (116.6)
Non-controlling interests 11.7 (1.6) (1.4) 13.3 0.2 13.1
Net income

attributable to
Henderson............. $189.0 $329.8 $292.5 $(140.8) $(37.3) $(103.5)




2015 compared to 2014

Year ended December 31,

2014
Constant 2015 vs 2014
Dollar Translation Constant
2015 2014 (at 2015 rate) 2015 vs 2014 impact Dollar
(dollars in millions)
Revenues:
Management fees...  $914.7 $887.3 $823.0 $27.4 $(64.3) $91.7
Performance fees ... 150.8 144.3 133.9 6.5 (10.4) 16.9
Other revenue......... 89.6 74.1 68.7 155 (5.4) 20.9
Total revenue...... 1,155.1 1,105.7 1,025.6 49.4 (80.1) 1295
Operating expenses:
Employee
compensation and
benefits............... 317.1 312.3 289.7 (4.8) 22.6 (27.4)
Long-term incentive
compensation ..... 85.9 75.3 69.8 (10.6) 5.5 (16.1)
Distribution
expenses............. 235.6 219.3 203.5 (16.3) 15.8 (32.1)
Amortization and
depreciation........ 23.4 21.5 19.9 (1.9 1.6 (3.5)
Investment
administration .... 48.3 50.0 46.4 1.7 3.6 (1.9
General,
administrative
and occupancy ... 127.5 128.8 119.5 1.3 9.3 (8.0)
Total operating
expenses......... 837.8 807.2 748.8 (30.6) 58.4 (89.0)
Operating income..... 317.3 298.5 276.8 18.8 (21.7) 40.5
Interest expense ......... (20.1) (19.3) (17.9) (0.8) 1.4 (2.2)
Investment gains, net. 39.7 285.9 265.3 (246.2) (20.6) (225.6)
Other non-operating
income/(losses), net 0.6 (1.5) (1.4) 2.1 0.1 2.0
Income before taxes 337.5 563.6 522.8 (226.1) (40.8) (185.3)
Income tax provision . (6.1) (52.6) (48.8) 46.5 3.8 42.7
Net income............. 331.4 511.0 474.0 (179.6) (37.0) (142.6)
Non-controlling
interests............o..... (1.6) (7.7) (7.1) 6.1 0.6 5.5
Net income
attributable to
Henderson........ $329.8 $503.3 $466.9 $(173.5) $(36.4) $(137.1)

Liquidity and Capital Resources

Henderson'’s capital structure, together with atddaash balances, cash flows generated from apesatnd

further capital and credit market activities, iteesary, should provide the Group with sufficiestources to meet present and

future cash needs, including operating and othkgations as they fall due and anticipated futuapital requirements.

Henderson is subject to regulatory oversight bySBE, FINRA, the FCA and other international retuabodies.
The Group ensures it is compliant with its regulatabligations at all times. The FCA, currently tBeoup’s lead regulator,
imposes consolidated capital requirements on tloeiiss operations. In February 2017, following feacbfrom the FCA
from its periodic review of the Group’s capital fims1, Henderson'’s standalone capital requiremeas $216.0 million,
resulting in capital above the Group’s regulat@guirement of £69.0 million ($85.3 million) as atd@mber 31, 2016 (2015:

£100.0 million ($147.4 million)) based upon Hendaer's internal calculations.



Short-Term Liquidity and Capital Resources

The following table summarizes key balance shett ddating to Henderson'’s liquidity and capitadoerces as of
December 31, 2016 and 2015 (in millions):

December 31,

2016 2015
Cash and cash equivalents held by the GroUp e .., $279.0 $530.9
ACCOUNES FECEIVADIE ....oiiiiiiiiiei e 7.4 15.5
Investment securities held by the Group .......coooociiiiie e 79.6 92.6
Long-term debt (including current POrtion)...cccee.eeeeeeieeiieeiieeieee e eeeeeeeevevannenne $—  $220.9

Cash and cash equivalents consist primarily of eaglank. Cash and cash equivalents and invessaeutities held
by consolidated VIEs are not available for geneoaporate purposes and have been excluded frotalfeabove.

The Group believes that existing cash and cash épenations should be sufficient to satisfy itsrsterm capital
requirements. Expected short-term uses of cashdeabrdinary operating expenditures, seed capit@stments, dividend
payments, income tax payments and deal and integredsts in relation to the proposed merger. Hestemay also use
available cash for other general corporate purpasdsacquisitions.

Common Stock Repurchases

There were no share repurchases under share ragarplograms during 2016. On September 8, 2019¢hderson
board announced a £25.0 million share repurchasgam. During the year ended December 31, 201585thap repurchased
and immediately cancelled 4,363,334 ordinary shares average price of £2.80 ($4.13) per sharet@#9,467 CDlIs at an
average price of AUD$5.87 ($4.51) per share. Thad tmost of the share buy backs was £25.0 millig88(2 million). The
Group has no commitments to repurchase additicaatal stock. Any future repurchases of ordinargreb or CDIs will
depend upon prevailing market conditions, the Goliguidity requirements, contractual and legatrietions, and other
factors.

Dividends

The payment of cash dividends is within the disorebf the Henderson board and depends on mangrfact
including, but not limited to the Group’s resulfsoperations, financial condition, capital requimts, general business
conditions and legal requirements. Dividends algesat to semi-annual declaration by the Henderszard The Group
declares dividends in pounds sterling.

Dividends declared and paid during the year endecebiber 31, 2016, representing the final 2015 iatediim 2016
dividends respectively were:

Dividend Dividends paid
per share (£) Date declared (in millions) Date paid
0.072 i February 10 $109.6 May 27
0.032..cciiiiiiien July 27 $47.9 September 16

During 2015, Henderson declared and paid two divideof 6.40p and 3.10p per share, representinfiriale2014
and interim 2015 dividends respectively.



On February 8, 2017, the Henderson board recomndeséiaal dividend in respect of the year endedebauer 31,
2016 of 7.30 pence per share.

Subsequent to execution of the merger agreemanisdand Henderson agreed to separately pay regudaterly
cash dividends in respect of the first quarter 28dring the second quarter 2017, subject to reselbard approvals.

Long-Term Liquidity and Capital Resources

The following table presents long-term contractlalgations and associated maturities at DecembgP@16 (in
millions):

Less than More than
1 year 1to 3 years 3to 5 years 5 years
Operating 1eases .........ccoecvvveeericvvveeennns $18.0 $35.9 $34.0 $73.8

The information presented above does not includengsitments for capital expenditures in the normairse of
business. The Group expects to fund its long-tesmmitments using existing cash, cash generated dmenations or by
accessing capital and credit markets as necessary.

For additional details on the Group’s operatingéeeaommitments see Note 18—“Commitments and Coeticigs”
to the Consolidated Financial Statements of Hemhe@roup plc and its subsidiaries for the year dridecember 31, 2016.

The Group’s latest triennial valuation of its defihbenefit pension plan has resulted in a defiti technical
provision’s basis of $35.8 million (£29.0 millionfhe Group has agreed with the trustees of thetplamake contributions of
$10.4 million (£8.4 million) per year for four yesastarting from 2017 to recover the deficit.

The Group believes that it will have sufficientaasces to satisfy its long-term liquidity requiremte
7.25% Senior Notes due 2016

In March 2011, Henderson issued £150.0 million (524million) of 7.25% Senior Notes due 2016, whigére
unsecured and repayable in full on March 24, 20b@. 2016 Senior Notes were repaid in full at thedturity on March 24,
2016. The 2016 Senior Notes paid interest at 7.88fti-annually on March 24 and September 24. TheGwas in
compliance with all covenants attached to the 28dsior Notes up to the date of their maturity. Theenants included the
requirement to provide notice of any actual or ptige default event and the preparation of auditecbunts for each
accounting period.

Contingent Consideration

Contingent consideration was a component of thelase price of both Geneva, acquired on Octob2014 and
Perennial, acquired on November 1, 2015. See Net&Bquisitions” to the Consolidated Financial Statnts of Henderson
Group plc and its subsidiaries for the year endedeinber 31, 2016.

The consideration on acquisition of Geneva wastired as an upfront payment of up to $130.0 nmliwith two
further contingent tranches of up to $45.0 millaond $25.0 million, payable over six years. The @rmade an initial upfront
payment of $120.5 million during 2014 based orréwenue run rate at a date just before acquisith@asured against defined
revenue targets set out in the sale and purchaseragnt, together with a payment of $3.8 milliontfe net assets of Geneva.
The $9.5 million shortfall between the $120.5 moitliinitial payment and the $130.0 million maximuamgstill become
payable if Geneva’s revenues meet the revenuetsaoger the next five years. As a result, the Ghloapa deferred contingent
liability of between $nil and $79.5 million. Theif@alue of the contingent consideration is estiedadt each reporting date by
forecasting revenue, as defined by the sale anthpee agreement, over the contingency period, ergirdining whether
targets will be met. Significant unobservable ispused in the valuation are limited to forecasenexes which factor in
expected growth in AUM based on performance andstig trends. Increases in forecast revenue inerasfair value of the
consideration, while decreases in forecast revewoedd decrease the fair value. Contingent conatiter of $20.3 million
was included in “other non-current liabilities” étenderson’s Consolidated Balance Sheet as at Dexre3ib2016.

The Perennial contingent consideration is payabB9il7 and 2019 if revenues of the Perennial expditusiness meet
certain targets. The total maximum payment oveetitge contingent consideration period is $10.Bioni as of
December 31, 2016. In addition, there is a maximummunt of $37.4 million payable in two tranche2@19 and 2020, which



have employee service conditions attached (“eatt) and are based on net management fee revengeedrn-out is
recognized as a compensation expense. At Deceritb@036, the total of contingent consideration earch out had a fair
value of $5.2 million, which is included in “otheon-current liabilities” on Henderson’s Consolidhialance Sheet as at
December 31, 2016.

Off-Balance Sheet Arrangements

Other than contractual obligations relating to @ierbperating lease agreements outlined in Noti® 118
Consolidated Financial Statements of Henderson jiSpteiand its subsidiaries for the year ended Déesi1, 2016, the
Group is not party to any off-balance sheet arraregés that may provide, or require the Group tigie financing, liquidity,
market or credit risk support that is not reflectethe Group’s Consolidated Financial Statements.

Other Sources of Liquidity

On February 10, 2016, a Group subsidiary enterdamone year revolving credit facility for £30.0llran to ensure
that the Group had sufficient access to liquiditycdwing repayment of the 2016 Senior Notes. Ornr&raty 3, 2017, the Group
subsidiary renewed this facility for an additionak year period. There have been no amounts drawn dnder the facility.
The subsidiary has been in compliance with all cewgs relating to the facility throughout its tefondate, which included
maintaining minimum equity of £150.0 million withthe subsidiary and ensuring external borrowingaatcexceed 30% of
the subsidiary’s net worth.

On February 16, 2017, the Group entered into ayear, $200.0 million unsecured, multi-currencyaleing credit
facility, which we refer to as the Janus HendeSadility, with Bank of America Merrill Lynch Inteational Limited as agent.
The Janus Henderson Facility includes an optioddous Henderson to request an increase to thalloaerount of the Janus
Henderson Facility of up to an additional $50.0lieml. The Janus Henderson Facility has a matuete @f February 16, 2022
with two one year extension options which can ker@sed at the discretion of Janus Henderson WéHenders’ consent on
the first and second anniversary of the date otgreement, respectively. The Janus HendersoritFaeijuaranteed by Janus
(but only for such period as of Janus’s 4.875% Bldige 2025 and Janus’s 0.75% Convertible Note201i@ are outstanding,
in each case with Janus as issuer).

The Janus Henderson Facility will be effective uptmsing of the merger and may be used for gereralorate
purposes. The Janus Henderson Facility bears #tteneborrowings outstanding at the relevant irgekoffer rate plus a
spread, which is based on Janus’s credit ratingigeed that if, following closing of the merger, dsrHenderson obtains two
or more credit ratings, then the credit ratingagagect of Janus Henderson shall then be the relekexdit rating for the
purposes of determining applicable margin.

The Janus Henderson Facility contains a financeéoant with respect to leverage. The financingilage ratio
cannot exceed 3.00x EBITDA. At the latest practieatate, before the date of this proxy statemengfpectus, Henderson was
in compliance with all covenants and, as the J&terslerson Facility becomes available from closithgre were no
borrowings under the Janus Henderson Facility.

Upon closing of the merger, the Group’s existin@.B3million facility will terminate.

Cash Flows

A summary of cash flow data for the years endedebdxer 31, 2016, 2015 and 2014 was as follows (ilhoms):

Year ended December 31,

2016 2015 2014

Cash flows provided by (used for):

Operating aCtiVIties............ocvveeivie et $235.1 $388.9 $226.8

INVESEING ACHVILIES ....vvvviviiiiiiie e e (108.3) 56.8 3.5

Financing actiVitieS..........cccveeeiiiiiieeeeee e (338.6) (221.5) (168.1)

Effect of exchange rate changes on cash and casvaémts .... (48.7) (19.0) (68.4)
Net change in cash and cash equivalents.......cccc...cccccvveveeeennn. (260.5) 205.2 (6.2)
Cash balance at beginning of period........cceeceveeeieieiiiiiiiieeennn. 583.7 378.5 384.7

Cash balance at end of PEriod.............cmmeeveeeeiieeeeiie e $323.2 $583.7 $378.5




Operating Activities

Fluctuations in operating cash flows are attriblgéab changes in net income and working capitahgewhich can
vary from period to period based on the amounttanithg of cash receipts and payments. Operating fias/s include the
receipt of management fees and performance fefsgt dfy the payment of operating expenses and indares. Operating
cash flows have reduced from $388.9 million inykar ending December 31, 2015, to $235.1 milliotheanyear ending
December 31, 2016, primarily due to a $154.1 millieduction in net income.

I nvesting Activities

Cash (used for) provided by investing activitiestfee years ended December 31, 2016, 2015 and 2@4as
follows (in millions):

Year ended December 31,

2016 2015 2014

Acquisition of 90 West, net of cash acquired ofB0illion............ccocoeeviiiiiiiieeiiiieaes $—  $(3.3) $—
Acquisition of Perennial, net of cash acquired @BEmMIllioNn.............ccoooviiiiiiiiiiiiiieee — (54.5) —
Acquisition of Geneva, net of cash acquired of $fillioN.............occeeeiiiiiie e — — (123.3)
Dividends received from equity method investments...........ccccccccveeeeeiviicceiviieenen, 0.7 2.4 6.3
Proceeds from the disposal of:

—property business, net of cash diSPOSed .....cceeevivviiiiiiiiiiiii — — 172.5
—interests in equity Method INVESIMENES ........ccuvviiieiee e — 128.8 22.6
—investment securities—seed capital ........cccceeicciiiiiiiiiiee 36.6 45.9 57.1
—property, equipment and SOfWArE..........ceeeeeeeie e — — 0.7
Purchases of:

—investment securities—seed capital ..o (5.0)0 (31.0 (121.4)
—investment securities—held by consolidated VIEs,af disposals .........ccccceeeeviviinnnns (76.6) (9.3) (0.3)
e 81111 SRS RURRTPTPI (14.2) (22.2) (10.7)
Net cash paid on settled NeAQES .........uveiiiieiee e (47.9) — —
Investment income received by consolidated funds...........ccccoccveveeeeeieccciieeen, 6.5 — —
Cash movement on deconsolidation of consolidatadsfu...............cooecciviiieieieie s (8.4) — —
Cash (used for)/provided by investing actiVities...........ccccvveeriiieeees e $(108.3) $56.8 $3.5

Cash outflows from investing activities were $10&illion during the year ended December 31, 2013 & cash
inflows of $56.8 million, 2014: cash inflows of $3million), primarily due to the purchase of inwesint securities of
$81.6 million and $47.9 million paid on settled bed, offset by the proceeds of disposal of seeitlat@prestment securities
of $36.6 million. In 2015, the Group received $B&illion from the sale of the Group’s investmamflHRE and net
proceeds from the purchase and disposal of investod $5.6 million, net of $57.8 million of cashtiows in respect of
consideration paid for the acquisitions of Pereria 90 West. In 2014, the Group received net pasbeeds of
$172.5 million in relation to the disposal of itmPerty business and incurred cash outflows ineetspf consideration paid on
the acquisition of Geneva of $123.3 million.



Financing Activities

Cash used for financing activities for the yeardezhDecember 31, 2016, 2015 and 2014, was as ®liow
millions):

Year ended December 31,

2016 2015 2014

Purchase of common stock for stock-based compemsalans ................ccccceveerivnenn. $(54.3) $(96.3) $(54.4)
Repurchase of common stock as part of share repsggbrogram .........ccccceveeeeeveiiinnns — (38.2) —
Dividends paid to Henderson shareholders.......ccccccooooviiiiiiiiieicee e (157.5) (161.0) (153.0)
Third party investments in consolidated seededstment products, net of

[(T0 [T 00T o1 1 o] 13 65.6 58.4 27.3
Proceeds from stock-based compensation plans..cc.......ccccvviiiiieii e, 11.0 15.6 12.0
Repayment of long-term DOrTOWINGS .........cueeeeemieeie e (203.4) — —

Cash used for financing activitieS ..........ccoceeeiiieiiii e, $(338.6) $(221.5) $(168.1)

Cash outflows from financing activities were $33ghi#lion in the year ended December 31, 2016 (2015:
$221.5 million, 2014: $168.1 million), primarilyftecting the repayment of the £150.0 million 20kh®Br Notes of
$203.4 million and dividends paid of $157.5 million

Critical Accounting Policies and Estimates

The Group’s consolidated financial statements awgmpanying notes have been prepared in accorddtite
U.S. GAAP. The preparation of financial statemémtsonformity with U.S. GAAP requires managemenirtake estimates
and assumptions that affect the reported amouratssgfts and liabilities and the disclosure of ogetint assets and liabilities at
the date of the financial statements, and the tep@mounts of revenues and expenses during tbeirepperiods.

The Group continually evaluates the accountingcpesiand estimates used to prepare the consolifintettial
statements. In general, management’s estimatésaasgl on historical experience, information froirdtparty professionals,
as appropriate, and various other assumptionsatbdtelieved to be reasonable under current factgiacumstances. Actual
results could differ from those estimates made bpagement. The Group’s critical accounting policied estimates include
investment securities, acquisition accounting iditig contingent consideration, goodwill and intdohgiassets,
post-employment benefits, stock-based paymentsnaothe taxes. For additional information about@reup’s accounting
policies see Note 2—"Summary of Significant AccangtPolicies” to the Consolidated Financial Statataef Henderson
Group plc and its subsidiaries for the year endedeinber 31, 2016.

Valuation of | nvestment Securities

The Group records investment securities class#gettading or available-for-sale at fair valuerwaiue is generally
determined using observable market data basedcentr&ading activity. Where observable market é&atanavailable due to
a lack of trading activity, the Group uses intelyndeveloped models to estimate fair value andpedeent third parties to
validate assumptions, when appropriate. Estimdéirg/alue requires significant management judgemianluding
benchmarking to similar instruments with observabbrket data and applying appropriate discountsrdikect differences
between the securities that the Group is valuirtgthe selected benchmark. Any variation in the mggions used to
approximate fair value could have a material adveffect on Henderson’s Consolidated Balance Strebtesults of
operations.

The Group periodically evaluates the carrying valfiequity method investments and investment stesiglassified
as available-for-sale for potential impairmentdetermining if an impairment exists, the Group édes the duration, extent
and circumstances of any decline in fair value. Wteefall in the value of an investment is prolahge significant, it is
considered an indication of impairment.

Henderson evaluates the securities in an unredl®sdposition in the available-for-sale portfdios
other-than-temporary impairment (“OTTI") on the isasf the duration of the decline in value of tleewity and severity of
that decline as well as the Group’s intent andtghib hold these securities for a period of tinuéfisient to allow for any
anticipated recovery in the market value. For gguiethod investments, if circumstances indicateahaOTTI may exist, the
investments are evaluated using market values wheatigable, or the expected future cash flows efittvestment.



If it is determined that the impairment on an egjg#curity is other-than-temporary, the investniemtritten down to
fair value. An impairment loss equal to the diffeze between the carrying value of the securityita@ir value is recognized
as an impairment charge within investment gainsg@s), net in Henderson’s Consolidated StatemeRowifprehensive
Income. For available-for-sale investments, anyammpreviously recognized in “other comprehengigeme” in respect of
cumulative changes in fair value are taken to m&tie on impairment.

There were no impairment charges recognized orstment securities for the years ended Decembe2(@8, 2015
or 2014.

Acquisition Accounting

The acquisition of Perennial on November 1, 20tfired certain judgements and estimates to be madmd the
future performance of the business when accoufdinthe contingent deferred consideration payablié future. The
contingent consideration is payable in 2017 an®20the revenues of the Perennial equities busineset certain targets. In
addition, there are two tranches of consideratyaple in 2019 and 2020 which are dependent omastgement fee
revenue and which have service conditions atta¢teadn out”). The fair value of the contingent cilggation and the earn out
are calculated at each reporting date by foreaagtarennial’s revenues over the contingency penmtdetermining whether
the forecast amounts meet the defined targetssifimdicant unobservable input used in the valuaitoforecast revenue.

Accounting for Goodwill and I ntangible Assets

The recognition and measurement of goodwill andrigible assets requires significant managememhatgts and
judgement, including the valuation and expectezldétermination in connection with the initial puase price allocation and
the ongoing evaluation for impairment. The judgetexercised by management in arriving at theseat@ns includes the
selection of market growth rates, fund flow assuomns, expected margins and costs.

Goodwill represents the excess of cost over thievédile of the identifiable net assets of acqua@ahpanies and is not
amortized. Goodwill is tested for impairment anfyébr more frequently if changes in circumstanicekicate that the
carrying value may be impaired). The recoverableevaf goodwill for the Group at December 31, 208 been determined
by a fair value calculation, using cash flows basedhe Group’s annual budget and a five year fiseapproved by the
Henderson board and a terminal value for the peheckafter.

The key assumptions applied to the Group’s annuddet and five year forecast are market performandenet fund
flows. Management determined these key assumpipassessing current market conditions and thréluglutilization of
forward looking external evidence. The terminalnghas been calculated assuming a long-term gnatgtof 2% per annum
in perpetuity, based on the Group’s view of longrt@ominal growth, which does not exceed marketetgtions. A pre-tax
risk adjusted discount rate of 11.8% per annumbleas applied. The resultant fair value calculatias been compared with
the carrying value of the Group’s goodwill to detére if any goodwill impairment arises.

The calculation shows significant headroom in #mwerable value of goodwill. Sensitivities werefpened by
adjusting key assumptions for reasonable posshdages, with the model continuing to show signifidaeadroom. Recent
market transactions and the Group’s current mar&pitalization provide additional evidence that theoverable value of
goodwill is in excess of the carrying value.

Indefinite-lived intangible assets represent certavestment management agreements. The assigofiedefinite
lives to investment management agreements is lmas#dte assumption that they are expected to geneash flows over an
indefinite period. Indefinite-lived intangible assare tested for impairment by comparing thevfaiue of the assets to their
recorded values. The latest impairment test offinile-lived intangible assets identified an impaént loss of $4.9 million on
Gartmore investment management contracts fromldrapd disposal of the Volantis UK Small Cap teasets in 2017,
which was recognized during the year ended DeceBihe2016 (2015 and 2014: $nil).

Definite-lived intangible assets represent certdirer investment management contracts, which ametazed over
their estimated lives using the straight-line medththe estimated lives of the definite-lived cootsaheld vary and range from
three years to eight years. Definite-lived intahgidissets are tested for impairment only when taeréndications of
impairment. There were no indicators of impairmanimpairment charges recognized on definite liveedngible assets
during the years ended December 31, 2016, 20181a¢.2

The acquisition of Perennial required certain judgets and estimates to be made around the futdi@mpance of
the business when accounting for the investmentagement contracts acquired. The key estimateseapiplivaluing the



investment management contracts were market gramdhattrition rates which have been based arowhgstiny data for
equities and fixed income and data specific toattguired business.

Stock-Based Payment Transactions

Stock-based compensation cost is based on thedpnfair value of awards expected to vest aettteof the stated
service period and consists of the total valudefawards. For each of the plans that the Groupatese the grant date fair
value is determined using either the Black-Schof#&n pricing model or the Monte Carlo model.

The assumptions used in the Black-Scholes optimmgrmodel include dividend yield, expected vdigtj risk-free
interest rate and expected life. The dividend y&id expected volatility were determined usingdnisal Group data. The
risk-free interest rate is based on the three-Yelr treasury coupon at the time of the grant. €kpeected life of the
appreciation rights is the same as the serviceitionsl applicable to all Group awards. The Growgpalses the Monte Carlo
model to determine the fair value of awards gramteder the LTIP from 2015 onwards. The assumptitesl in the Monte
Carlo model include dividend yield, share priceatitity and discount rate.

Retirement Benefit Plans
The Group provides employees with retirement béngfrough both defined benefit and defined contidn plans.

The defined benefit obligation is determined antyday independent qualified actuaries using thgguted unit
credit method and is measured as the present gathe estimated future cash outflows using a diatoate based on AA
rated corporate bond yields of appropriate durafidre plan assets are recognized at fair value faiged status of the
defined benefit pension plan, which we refer tohasplan, being the resulting surplus or deficidefined benefit assets less
liabilities, is recognized in the Consolidated Bale Sheet, net of any taxes that would be dedwattsdurce.

Actuarial gains and losses arise as a result tdréifices between actual experience and actuasiatrgitions. The
“10% corridor” method for recognizing actuarial ggiand losses has been adopted by the Group. Eaisstthat cumulative
actuarial gains or losses up to an amount equEd% of the higher of the liabilities and the assdtthe scheme (the
“corridor”) have no immediate impact on net incoama are instead recognized through other comprefeimeome.
Cumulative gains or losses greater than this cmr@ggde amortized to net income over the averagairény future working
lifetime of the active members in the plan.

Net periodic benefit cost is recorded as a compboienet income in the Consolidated Statement ah@@hensive
Income and includes service cost, interest costlam@xpected return on plan assets.

The costs of, and period end obligations undeinddfbenefit pension plans are determined usinggaiet
valuations. The actuarial valuation involves makingumber of assumptions including those relatatig¢aliscount rate, the
expected rate of return on assets, future salargases, mortality rates and future pension inesed3ue to the long-term
nature of these plans, such estimates are subjsmrificant uncertainty.

The below table shows the movement in funded sthfisvould result from certain sensitivity chan@eanmillions):

Decrease in
funded status at
December 31, 2016

[T EY o010 A= L (= B O 150 TSR $(13.6)
INflation aSSUMPLION: + 0.1 ... .ccciiuvees s sesveeeeesnteeeeesssteaeaeesstteeeeesseneeesassseseesansnseeeessnsnneesanns $(3.7)
Life expectancy: +1 Year @t @08 B5 ......uuiiei i e ieee ettt a e e et —————— $(19.7)
Market value of return seeking portfolio falls 25%..........c.uvveiiiiiiiee i $(45.7)

For further discussion of the Group’s pension gaa Note 15—“Retirement Benefit Plans” to the Ctidated
Financial Statements of Henderson Group plc ansuibsidiaries for the year ended December 31, 2016.

I ncome Taxes
The Group operates in several countries, statestued taxing jurisdictions through various subsiitis and

branches, and must allocate income, expenses amdgsaunder the various laws and regulations ohex these taxing
jurisdictions. Accordingly, the provision for inc@ntaxes represents the total estimate of the ilialtilat the Group has



incurred for doing business each year in all ofitlvations. Annually the Group files tax returnatthepresent filing positions
within each jurisdiction and settles return liai@é. Each jurisdiction has the right to audit #nosturns and may take different
positions with respect to income and expense dilmtaand taxable earnings determinations. Bectingsdeterminations of
the annual provisions are subject to judgementseatichates, it is possible that actual results vatly from those recognized
in the Consolidated Financial Statements. As dtasis likely that additions to, or reduction§ cmcome tax expense will
occur each year for prior reporting periods asadax returns and tax audits are settled.

In the assessment of uncertain tax positions, fitgmit management judgement is required to estithe&teange of
possible outcomes and determine the probability orore-likely-than-not basis, of favorable or wafia@ble tax outcomes and
the potential interest and penalties related tt sudavorable outcomes. Actual future tax consegegion settlement of the
Group’s uncertain tax positions may be materiaiffedent to management’s current estimates.

Deferred tax assets, net of any associated vatuatiowance, have been recognized based on managserbelief
that taxable income of the appropriate characterertikely than not, will be sufficient to realitlee benefits of these assets
over time. In the event that actual results diffem expectations, or if historical trends of poa&toperating income changes,
the Group may be required to record a valuatioonalhce on some or all of these deferred tax assbtsh may have a
significant effect on the financial condition arebults of operations of the Group. In assessingivene valuation allowance
should be established against a deferred incomastset, the Group considers the nature, frequerdtgeverity of recent
losses, forecasts of future profitability, the dima of statutory carryback and carryforward pesioemong other factors.

See Notes 2 and 11 to the Consolidated Financ#®@ents of Henderson Group plc and its subsidifoiethe year
ended December 31, 2016 for additional informatinraccounting policies for income taxes and vatumaéillowances.

Quantitative and Qualitative Disclosures about Marlet Risk

The following information describes the key aspeftsertain financial instruments for which the Gpds exposed to
market risk.

Management Fees

Management fee revenues are generally based ypancentage of the market value of assets undergeament and
are calculated as a percentage of either the aadpth end or quarter end average asset balamoedndance with contractual
agreements. Accordingly, fluctuations in the finahmarkets have a direct effect on the Group’sraipeg results. Although
fluctuations in the financial markets have a dirfect on the Group’s operating results, asseieumanagement may
outperform or underperform the financial markets.sfich, quantifying the impact of correlation betwassets under
management and the Group’s operating results mayisleading.

Performance Fees

Performance fee revenue is derived from a numbgrafs and clients. As a result, the Group’s reesrare subject
to volatility beyond market-based fluctuations disged in the investment management fees sectiae aBerformance fees
are specified in certain fund and clients contractd are based on investment performance eithan @bsolute basis or
compared to an established index over a specifieidg of time. This is often subject to a hurdlerderformance fees are
recognized at the end of the contractual periggi¢ally quarterly or annually) if the stated perfance criteria are achieved.
The Group’s performance fees are dependent omaltperformance and market trends and will theeelfar subject to year on
year volatility. The Group recognized performaneesf of $54.8 million and $150.8 million for the geanded December 31,
2016 and 2015 respectively. At December 31, 208628115, $36.6 billion and $41.3 billion of assatsler management were
subject to performance fees, respectively.



| nvestment Securities

At December 31, 2016, the Group was exposed toeharice risk as a result of investment securitiests
Consolidated Balance Sheet. The following is a samyrof the effect that a hypothetical 10% increaisdecrease in market
prices would have on Henderson’s investment seesistubject to market price fluctuations as of Deloer 31, 2016 (in
millions):

Fair value Fair value
assuming a assuming a
Fair value 10% increase 10% decrease
Investment securities:
Trading:
Held by the Group ........cccocveeiiiiiiei s ceeeee e $74.1 $81.5 $66.7
Held by consolidated VIES..............ccv v ceeeee.. 288.0 316.8 259.2
Held by consolidated VRES.............ccvvvevunn. 51 5.6 4.6
Available-for-sale:
Held by the Group ......cccccoeeeevvivvivivce e, 0.4 0.4 0.4
Held by consolidated VIES..............ccv v ceeeee.. 25.7 28.3 23.1
Total investment SecCUrities...........ccccceeeeeeececcnnnnnes $393.3 $432.6 $354.0

Derivative I nstruments

The Group maintains an economic hedge progranuiest derivative instruments to mitigate market tdalaof
certain seeded investments. Market fluctuationsratigated using derivative instruments includinguies, index swaps and
total return swaps. The Group also operates agpfirogram of foreign currency forward contractsnitigate the
non-functional currency exposures arising fromaiarseed capital investments.

The Group was party to the following derivativetingnents as of December 31, 2016 and 2015 (inansl:

December 31, 2016 December 31, 2015
Notional Notional
value Fair value value Fair value

Index swaps........... $34.2 $(0.8) $41.2 $(0.9)
Futures......ccoeeuvenn... $14.7 $— $— $—
Total return swaps . $59.5 $(1.1) $68.6 $0.7
Foreign currency

forward

contracts ............ $170.1 $(3.2) $160.1 $(5.9)

Changes in fair value of derivative instrumentsra@gnized in investment gains (losses), net inddeson’s
Consolidated Statement of Comprehensive Incomen@sin fair value of foreign currency forward gats which relate to
consolidated seed entities are recognized in acledetliother comprehensive income under net invedthexige accounting.

Foreign Currency Exchange Sensitivity

Foreign currency risk is the risk that the Group sastain losses through adverse movements ingio@irrency
exchange rates. As the Group’s functional currés@punds sterling, the Group is exposed to foreignency risk through its
exposure to non-pound sterling income, expenssesisaand liabilities of its overseas subsidiarieewell as net assets and
liabilities denominated in a currency other thannus sterling. The currency exposure is manageaddnjtoring foreign
currency positions. The Group uses foreign currédaoyard contracts to reduce or eliminate the curyeexposure on certain
individual transactions. The Group also seeks &natural hedges to reduce exposure. Where thammismatch on material
currency flows and the timing is reasonably certdir positions are actively hedged. Where theiresisfficient certainty, the
currency is translated back into pounds sterlingemeipt. A rolling program of foreign currencyard contracts has been
implemented to mitigate the currency exposuresngyiffom certain seed capital investments (beirgjlalle-for-sale
financial assets and trading securities) and catesteld structured entities.

The table below illustrates the impact of GBP wedkg by 10% on all unhedged financial assets aatilliiies
denominated in currencies material to the Groupgratan pounds sterling (in millions):



2016 2015

Other Other
Income comprehensive Income comprehensive

statement income statement income
U.S.dollar .....ccccoeveeeiieiiieeeeeee, $17.2 $5.8 $3.8 $5.8
Singaporean dollar............c............... $(0.1) $2.2 $0.6 $1.4
Australian dollar.............ccccvveevnnnenn. $2.6 $(0.7) $1.5 $(0.2)
Japanese YeN .......cccccevueeeeveeeeerneeennen $0.3 $0.4 $(0.3) $0.5
U] (o TS $(17.6) $1.9 $(4.4) $2.3

The reverse would be the case if GBP were to stiremgby 10%.

The Group’s reporting currency is U.S. dollars.dtgn exchange differences also arise on translétion the
Group’s functional currency of pounds sterling t&sUdollars and are recognized in other compretieriscome. These
differences are not reflected in the table above.



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Shareholders of HesaeGroup plc,

In our opinion, the accompanying consolidated badasheets and the related consolidated statemfents o
comprehensive income, changes in equity and casls fbresent fairly, in all material respects, tinaricial position of
Henderson Group plc and its subsidiaries as of Deee 31, 2016 and 2015 and the results of theiratipes and their cash
flows for each of the three years in the periodeghDecember 31, 2016 in conformity with accountinigciples generally
accepted in the United States of America. Thesafifal statements are the responsibility of the @amy’s management. Our
responsibility is to express an opinion on thesaritial statements based on our audits. We cortlocteaudits of these
financial statements in accordance with the statwlaf the Public Company Accounting Oversight Bdaidited States).
Those standards require that we plan and perfoematidit to obtain reasonable assurance about wighénancial
statements are free of material misstatement. Alit ecludes examining, on a test basis, evidenpgarting the amounts and
disclosures in the financial statements, assesmgccounting principles used and significannestés made by
management, and evaluating the overall financéestent presentation. We believe that our auditgige a reasonable basis
for our opinion.

/sl PricewaterhouseCoopers LLP
London, UK
28 February 2017



HENDERSON GROUP PLC.
CONSOLIDATED BALANCE SHEET

(Amounts in Millions of Dollars, Except Share Data)

December 31,

December 31,

2016 2015
ASSETS
Current assets:
Cash and CASN EQUIVAIENTS ...........c.eiviceecmemeseeeteseeeeteseeeeseessessesses mmmnms e eeseesseteseestessessessessenseessssmmmmmnsens $279.0 $530.9
INVESTMENT SECUNIES .....eeeiviieei ettt sr e s emmmanr e b et r bt er e ese et e e ese e e semmemms e se s 79.6 92.6
Accrued income and accounts receivable .. 165.5 193.1
OEIC and UNIt trUSE AEDLOIS ........couie ittt s et et se e srenre s reer e s s en e s mmmmmns e 142.1 114.3
Assets of consolidated VIEs:
Cash and CaSh EQUIVAIENTS ..........couiiiceeeece ettt sttt semeem bbbt et ae et e e st e aesbesaesbesbesbeeee 44.2 52.8
Investment securities 313.7 206.8
Other current assets 8.1 9.3
Other current assets 28.5 35.0
Total current assets 1,060.7 1,234.8
Non-current assets:
Property, equipment and SOftWAIE, NEL..... oottt seemeee e ettt e se s emema 41.2 42.7
Intangible assets, net .........cccoecvevenen 401.3 482.3
GoodWill ... 741.5 866.9
Retirement benefit asset, net.. 180.2 191.6
Other non-current assets 8.5 16.9
B o] 7= L= 1T Y=Y OO OO TSSO $2,433.4 $2,835.2
LIABILITIES AND EQUITY
Current liabilities:
Other aCCIrUEA ADIILIE . ........civeueeueeeetiiet ettt ettt b st e et se et nebenes $106.: $117.¢
Current portion of accrued compensation, benefitssaff COStS...........ccooiriiiiiiiineeee e 147.0 172.0
Current portion of long-term debt .. — 220.9
OEIC and UNIt trUSE CrEAIIOTS ......e.eerviiereeeeisie sttt s et e ne e nre e er e n e en e s mmmnmnn e 137.9 1145
Liabilities of consolidated VIEs:
Other CUTeNnt HADIITIES ........ccuii it cenem bttt st b e b smmnn 26.2 16.6
Other CUIMTENt ADIIITIES ........coiiriiiie e rmmrc et emmmm e 35.4 40.3
TOtal CUITENT lIADIIITIES ... .eeiiviei ettt et et s temmmmre e et b eeeaeeeeneeeeebaeesaaeesssee et ssmmmnnee e e 452.8 682.1
Non-current liabilities:
Accrued compensation, benefits and SEaff C........ooeiiiiiii e 8.7 11.€
Deferred tax liabilities, net.............cc.ceeee 70.7 86.3
Retirement benefit obligations, net ... 11.9 11.9
Other non-current liabilities............. 39.0 49.4
TOLAL ADIITIES ...ttt b e remmme b e e et b sb e b e e bt eb e e b e e et emmmmt e he et e $583.1 $841.3
Commitments and contingencies (See Note 18)
Redeemable NONCONIIOIING INTEIESLS ... mmeereriireieiirieieetetestesist st sememre e esessessese s tesaese st esessesesses s smmmmmne $158.0 $82.9
Equity:
Common stock (£0.125 par, 2,194,910,776 shares@azeh; 1,131,842,109 shares issued and 1,092 893,3
and 1,085,554,015 shares outstanding reSPECHMEIY)..........cecveuerieririeritireteiememr et eveee e erennens $234.4 $234.4
Additional paid in capital..........ccceorieemirinin e 1,237.9 1,237.9
Treasury shares (38,848,749 and 46,288,094 sheletsdspectively). (155.1) (175.3)
Accumulated other comprehensive 10SS, NE OF AX e .iiviiiriiiiiere e emmeee e e (434.5) (189.6)
Retained earnings (Amounts recognized in relatomévements in stock-based compensation plans:
2016: $92.91m; 2015: $66.7M)...eeiuiieiiieteiieteet ettt ee et eemmems ettt b bbbt e b e e eb e 764.8 759.5
Total shareholders’ equ 1,647. 1,866.¢
NONCONTIOIING INTEIESTS ...ttt meme ettt ettt bmmemmse bt a et e s s e b s e se et e be et e eb e s s emmem e eb e bt e 44.8 44.1
QL= =T [0 T2 OO U OO 1,692.3 1,911.0
Total liabilities, redeemable noncontrolling INBIEANA EQUILY .......cceririiiiieie e $2,433.4 $2,835.2

The accompanying notes are an integral part ottbeasolidated financial statements.



HENDERSON GROUP PLC.
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

(Amounts in Millions of Dollars, Except Share Data)

Year ended
December 31,
2016 2015 2014
Revenues:
MaNagEMENT FEES ......uvviiei et meeer e e e e e erae s $867.8 $914.7 $887.3
PerformancCe fEES.. ... 54.8 150.8 144.3
OthEI TEVENUE ...ttt ettt e e be e e e e e e e e 77.3 89.6 74.1
TOAl FEVENUE ..ottt e e e e ee s 999.9 1,155.1 1,105.7
Operating expenses:
Employee compensation and benefits........cccceeeerreei i 273.5 317.1 312.3
Long-term incentive COMPENSALION........... oommmerrnrerereririeeeeeeaninnnrreerereeaeens 87.5 85.9 75.3
DiStriBULION EXPENSES....ciiiiiii et e e e e e e e 209.1 235.6 219.3
Amortization and depreciation...............ceeece e 27.8 23.4 21.5
Investment adminiStration.............ccii e 46.2 48.3 50.0
General, administrative and OCCUPANCY .....ccocmumeevrrrrreieieeeeeiiisiinineerereeeeaeaeens 123.7 127.5 128.8
Total OpErating EXPENSES.......ccvvuuirriiirriieiiiras e e saeeeeeetaeeeereereraerrern.. 767.8 837.8 807.2
(@0 1=T = LT aTo [N 1o Toto] 0 0TS 232.1 317.3 298.5
INTEIESE EXPENSE .oiiiieeeeee ittt cmcmme ettt er e e e e e e e s e eass et aeaeeeeesesaasssranararaeeeeeennes (6.6) (20.1) (19.3)
Investment (I0SSES)/GAINS, NEL.........iii e e e e er e e e e e (11.7) 39.7 285.9
Other non-operating (I0SSES)/INCOME, NEL .. ccommreeereeeeeeeeiiiiieeeer e eee e e e e e eenaeeeeees (1.9) 0.6 (1.5)
INCOME DEFOIE TAXES .....vviiie ettt ettt 211.9 3375 563.6
INCOME tAX PrOVISION ..uvvvveriieiinieess e s s s e s e e e e aeeaeaeteeeeaesesaseseenntsanase s s s asaaeaaaeaaaes (34.6) (6.1) (52.6)
INEL INCOME ...ttt e ettt et e e e e e re e s s 177.3 3314 511.0
NONCONTIOHING INTEIESES...uviiiiiiiiii s cmmmms e et e a e e e e aeaaae s 11.7 (1.6) (7.7)
Net income attributable to HENAerson..........ccccceevviiiieeniiiiecc e $189.0 $329.8 $503.3
Earnings per share attributable to Henderson shareblders (dollars per share)
BASIC ..ttt e E e be et bt e e nbbe e nrr e e e nees $0.17 $0.29 $0.45
D101 o [ PP T PP P PPPPPPRPPUPPPRN $0.17 $0.28 $0.42
Other comprehensive loss, net of tax:
Net unrealized (loss)/gain on available-for-salgess. .............cccvevviee e e $(0.4) $(13.3) $0.9
FOreign CUMENCY IOSSES ...uvviiiiiiiee e eeeeeeer e ettt e e e e e e aanne e e e e e e e (247.1) (94.5) (120.4)
Actuarial QaiINS/(JOSSES) ...uuvuuuriuriiiiiieeiiee e te ettt ettt e e e e e s e e aaaaaaaaaaeaeeeeaeanns 15.0 (0.7) 29.7
Other comprehensive 0SS, Net Of taX .....cccccccceviviviiiiii e, (232.5) (108.5) (89.8)
NONCONTIOHING INTEIESES....vuviiitiiii s cmmmms e et e e e e e e aeaaaa s (12.4) 0.4 2.6
Other comprehensive loss attributable to Henderson...............cccoccecvvvvvnneee. $(244.9) $(108.1) $(87.2)
Total comprehensive (I0SS)/INCOME............ccceiiiiiiiieee e $(55.2) $222.9 $421.2
Total comprehensive income attributable to nonadlitig interests...........cccccvvvvveeeen... (0.7) (1.2) (5.1)
Total comprehensive (loss)/income attributable émeherson............ccccveveviiiieee i, $(55.9) $221.7 $416.1

The accompanying notes are an integral part oktheasolidated financial statements.



HENDERSON GROUP PLC.
CONSOLIDATED STATEMENT OF CASH FLOWS

(Amounts in Millions of Dollars)

CASH FLOWS PROVIDED BY (USED FOR):
Operating activities:
BT INCOIMIE ..ot ettt bbbt eemmea bbb bbb e bt ekt e bbbt b semant s s s bbbt sttt sttt
Adjustments to reconcile net income to net cashigea by operatlng activities:
—amortization and depreciation....
—deferred income taxes
—stock-based compensation expense
—Ilosses from equity method investments ....
—aqain on disposal of investment securities
—other losses on disposal...
—contributions to Group pen5|on pIans in excessosts recogmzed
—other non-cash movements in operating expenses....
—qgain on sale of equity method investment...
—qgain on disposal of property business before mkdnal and separation costs ..
Changesin assets and liabilities:
—OEIC and unit trust receivables and payables..
—other assets
—other accruals and liabilities

Cash provided Dy OPerating @CHVILIES ......cccceeeueueuiriiuieieiieee ettt sttt smemems et s e b esene b e semnmne e

Investing activities:
Acquisition of subsidiaries, net of cash acquiréd .a....
Proceeds from disposal of:

—property business, net of cash disposed ...

—interests in equity method investments ..

—investment securities—seed capital....

—property and equipment ............c.ceeeruee
Dividends received from equity method investments...
Purchases of:

—investment securities—seed capital....

—investment securities—held by consolidate

—property, equipment and software

—intangibles ...

—interests in equlty method |nvestments
Net cash paid on settled hedges... -
Investment income received by consolldated funds
Cash movement on deconsolidation of consolidatadgu...

Cash (used for)/provided DY INVESHING ACHVILIES e....vcuvevereeeriiesiee st iemmems e er et emnems s

Financing activities:
Proceeds from stock-based compensation plans...
Purchase of common stock for stock-based compensalins
Dividends paid to Henderson shareholders.... .
Third party investments in consolidated seededsmment products net of redemptions
Repurchase of common stock.....
Repayment of long-term borrowings .

Cash used for financing activities

Cash and cash equivalents:
Effect of foreign exchange rate changes.....

Net change.....
At beginning of year.

At end of year

Supplemental cash flow information:
Cash paid for interest on debt instruments in issue.
Cash paid for income taxes, net of refunds.....
Reconciliation of cash and cash equivalents
Cash and cash equivalents...
Cash and cash equwalents—consohdated VIEs
Cash and cash equivalents classified as held Iar sa....

Total cash and cash equivalents

Year ended
December 31,
2016 2015 2014
$177.3 $331.4 $511.0
27.8 234 215
2.0 (8.1) —
37.3 43.6 42.3
3.1 1.0 34
(1.2) (16.8) (6.1)
— 15 2.3
(4.6) (3.7) (8.7)
18.1 0.8 (11.6)
— (18.9) (18.9)
— — (245.3)
(4.4) — (16.0)
(6.1) 43.8 (51.9)
(14.2) (9.1 4.8
235.1 388.9 226.8
— (57.8) (123.3)
— — 1725
— 128.8 22.6
36.6 459 57.1
— — 0.7
0.7 24 6.3
(5.0) (31.0) (121.4)
(76.6) (9.3) (0.3)
(14.2) (12.1) (9.4)
_ (4.0) _
— (6.1) (1.3)
(47.9) — —
6.5 — —
(8.4) — —
(108.3) 56.8 3.5
11.0 15.6 12.0
(54.3) (96.3) (54.4)
(157.5) (161.0) (153.0)
65.6 58.4 27.3
— (38.2) —
(203.4) — —
(338.6) (221.5) (168.1)
(48.7) (19.0) (68.4)
(260.5) 205.2 (6.2)
583.7 3785 384.7
$323.2 $583.7 $378.5
$7.3 $16.7 $18.0
$40.7 $14.4 $32.9
$279.0 $530.9 $362.7
44.2 52.8 2.9
— — 12.9
$323.2 $583.7 $378.5

The accompanying notes are an integral part oktheasolidated financial statements.



HENDERSON GROUP PLC.
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

(Amounts in Millions)

Accumulated

Additional other Nonredeemable
Number ~ Common paid in Treasury Retained comprehensive noncontrolling Total
of shares stock capital shares earnings income/(loss) interests equity
Balance at January 1, 2014..... 1,1235  $2325 $1,173.7  $(114.9) $320.2 $5.7 $38.6 $1,655.8
Netincome .......cccvevvreneeinene — — — — 503.3 — 7.7 511.0
Other comprehensive loss........ — — — — — (87.2) (2.6) (89.8)
Dividends paid to shareholders — — — — (153.0) — — (153.0)
Distributions to noncontrolling
INTErestS ...ccevvereeiiie e — — — — — — (0.8) (0.8)
Purchase of common stock for
stock-based compensation
Plans .....ccoooeiieieie e — — — (54.4) — — — (54.4)
Vesting of stock-based
compensation plans............. — — — 72.8 (72.8) — — —
Issuance of common stock for
stock-based compensation
PlaNS ..o 15.7 3.3 58.1 (60.1) — — — 1.3
Stock-based compensation
plan expens......c.ccccoeuenn, — — — — 42.% — — 422
Proceeds from stock-based
compensation plans............. — — — — 12.0 — — 12.0
Balance at December 31, 2014 1,139.2 235.8 1,231.8 (156.6) 652.0 (81.5) 42.9 1,924.4
Netincome .......cocveveneneniinenns — — — — 329.8 — 1.6 331.4
Other comprehensive loss........ — — — — — (108.1) (0.4) (108.5)
Dividends paid to shareholders — — — — (161.0) — — (161.0)
Purchase of common stock for
stock-based compensation
Plans .....ccoooeiiieiee e — — — (96.3) — — — (96.3)
Vesting of stock-based
compensation plans............. — — — 84.0 (84.0) — — —
Issuance of common stock for
stock-based compensation
Plans ..o 1.6 0.3 6.1 (6.4) — — — —
Stock-based compensation
plan expense ..........c.ccooeeuenne. — — — — 43.6 — — 43.6
Proceeds from stock-based
compensation pla............. — — — — 15.€ — — 15.€
Repurchase of common stock.. (9.0) (1.7) — — (36.5) — — (38.2)
Balance at December 31, 2015 1,131.8 234.4 1,237.9 (175.3) 759.5 (189.6) 44.1 1,911.0
Net income/(loSS) .....ccccevveveene — — — — 189.0 — (11.7) 177.3
Other comprehensive
(loss)/income .......ccccceeveeeneen — — — — — (244.9) 124 (232.5)
Dividends paid to shareholders — — — — (157.5) — — (157.5)
Purchase of common stock for
stock-based compensation
Plans ..o — — — (54.3) — — — (54.3)
Vesting of stock-based
compensation plans............. — — — 74.5 (74.5) — — —
Stock-based compensation
plan expens.........cccccevueue. — — — — 37.2 — — 37.2
Proceeds from stock-based
compensation plans............. — — — — 11.0 — — 11.0
Balance at December 31, 2016 1,131.8 $234.4 $1,237.9  $(155.1) $764.8 $(434.5) $44.8  $1,692.3

The Group has included in retained earnings $30frosts and $11.0m of proceeds from stock-basegeasation
plans during the year ended December 31, 2016§8#and $15.6m respectively in the year ended DeeeBih 2015 and
$42.3m and $12.0m respectively in the year endexiber 31, 2014), as the Group’s articles of aatioci do not allow the
Group to recognize these items in ‘additional paidapital’. The accumulated balances in relatmstbck-based
compensation plans for 2016, 2015 and 2014 wer@.$n9 $-66.7m and $-41.9m, respectively.

The accompanying notes are an integral part ottbeasolidated financial statements.



HENDERSON GROUP PLC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1—Description of the Business

Henderson Group plc, together with its subsidiafgediectively ‘the Group’ or ‘Henderson’) is a glal investment
manager which provides investment management ssrtticoughout Europe, the Americas and Asia. Tlru@manages a
broad range of actively managed investment prodoctsistitutional and retail investors across foagpabilities, being
European Equities, Global Equities, Global Fixecbime, Multi-asset and Alternatives including PrévEquity and Property.

Henderson Group plc is a public limited companyiporated in Jersey and tax resident and domiailéde United
Kingdom (‘UK"). The Company’s ordinary shares argdied on the London Stock Exchange (‘LSE’) and CEE®pository
Interests (‘CDIs’) are traded on the Australian8ies Exchange (‘ASX’).

Note 2—Summary of Significant Accounting Policies
Basis of Presentation

The consolidated financial statements are pregaradcordance with accounting principles generatigepted in the
United States of America (‘U.S. GAAP’), which retpithe use of estimates, judgements and assumptianaffect the
reported amounts of assets and liabilities andlibdosure of contingent assets and liabilitiethatdate of the financial
statements, and the reported amounts of revenaesxgenses during the periods presented. Althowsfagement believes
that the estimates used are reasonable, actuisreguld differ from those estimates and the défee could be material. The
Group'’s significant estimates relate to the vahrabf investment securities and the measuremegoadwill and intangible
assets, contingent consideration as part of adiuisiccounting, share based payments, definedibpeasion plans and
income taxes.

The Group’s consolidated financial statements lan prepared on a going concern and historicabesss, except
for certain financial instruments that have beemasneed at fair value. The functional currency & @roup is Great British
Pounds (‘GBP’) and the Group’s financial statemangspresented in United States Dollars (‘USD hweill values rounded to
the nearest one hundred thousand dollar ($0.1rogpexvhere otherwise indicated. All significantirdompany transactions,
balances, revenues and expense are eliminatedcopsnlidation. See Note 4—'Consolidation’ for tresis of consolidation.

The related parties of the Group include certainagad funds. The Group earns fees from the furrdstiich it acts
as investment manager and the balance sheet iscdudeunts due from these managed funds. On this Hasmajority of the
Group’s revenue, accrued income and accounts iddeiare from these related funds. See Note 19-atBelParty
Transactions'.

Events subsequent to the balance sheet date hemesbaluated for inclusion in the accompanyingrfaial
statements up until the issuance date. See NotéRibsequent Events’.

The financial statements were authorized for issu€ebruary 28, 2017.
Reclassification

Certain balances from prior years have been réfiebsi order to conform to the current year préaéon. This has
included splitting out the components of moveméni®tained earnings relating to stock-based comsgtéon plans in the

Consolidated Statement of Changes in Equity anldssifications between line items within the op@atash flow category
of the Consolidated Statement of Cash Flows.



Segment | nformation

Although Henderson is a global investment managdmaanages a range of investment products, opgratioss
various product lines, distribution channels andggaphic regions, information is reported to theethperating
decision-maker, the Board, on an aggregated Wsategic and financial management decisions aemdined centrally by
the Board and, on this basis, the Group is a sisgggnent investment management business.

Property, equipment and software

Property, equipment and software is recorded dt P&preciation is recorded using the straight-fimethod over the
estimated useful life of the related assets (otehse term, if shorter). Depreciation expensdedtd8.2m, $7.9m and $7.7m
for the years ended December 31, 2016, 2015 andl, 284pectively. Property, equipment and softwsisuimmarized as
follows (in millions):

December 31,

Depreciation period 2016 2015

Furniture, fixtures and computer equipment................ 3 - 10 years $17.5 $16.0
Leasehold improvements .........ccccceeeeevieeeeeeeeeeeeeeeeee s Over the shorter of 20 years or the period

of the lease 211 24.7

Computer SOfWAIE........ceeeiieiiiee e 3 -7 years 35.6 29.5

Property, equipment and software, gross......c......... $74.2 $70.2

Accumulated depreciation ...........cccoeeevieeeeeer e, (33.0) (27.5)

Property, equipment and software, net.................... $41.2 $42.7

Internally generated software is recorded at codtdepreciated over its estimated useful life.rimiband external
costs incurred in connection with researching daioing software for internal use are expenseaasried during the
preliminary project stage, as are training and beaiance costs. Internal and external costs inctioreidternal use software
during the application development stage are dag@thuntil such time that the software is subsédigtcomplete and ready
for its intended use. Application development stegsts are depreciated on a straight-line basistbeeestimated useful life
of the software.

Henderson evaluates its property, equipment aridvad assets for impairment whenever events orggsim
circumstances indicate that the carrying amourinciisset may not be recoverable. The evaluatioasisd on an estimate of
the future cash flows expected to result from the of the asset and its eventual disposal. If égpeature undiscounted cash
flows are less than the carrying amount of thetaaseimpairment loss is recognized in an amountktp the excess of the
carrying amount of the asset over the fair valugnefasset. There were no impairments of propegtyipment and software for
the years ended December 31, 2016, 2015 and 2014.

Deferred Commissions

Initial sales commissions paid to and received ffio@ncial intermediaries on sales of certain whale products are
deferred and amortized over various periods, noéeding one year. The amortization period is basdtie average expected
life of the product on which the commission is iiged. Deferred commissions are recognized as coergerof ‘other current
assets’ and ‘other current liabilities’ on the Coligated Balance Sheet.

Equity Method | nvestments

The Group’s investment in equity method invested®ere the Group does not control the investee dutexert
significant influence over the financial and opergipolicies (generally considered to be ownerstgpveen 20% and 50%), as
well as in joint ventures where there is joint ¢oh{and in both cases, where it is not the prim@geficiary of a VIE), are
accounted for using the equity method of accounting

Investments are initially recognized at cost wherchased for cash, or at the fair value of sharesived where
acquired as part of a wider transaction. The imaests are subsequently carried at cost adjustetidaBroup’s share of net
income or loss and other changes in comprehensagarie of the equity method investee, less any didd or distributions
received by the Group. The Consolidated Statenfadbmprehensive Income includes the Group’s shnettincome or loss
for the year, or period of ownership, if shorteithin other non-operating income/(losses), net.



Financial | nstruments

Financial assets are recognized at fair valueendbnsolidated Balance Sheet when the Group becpangsto the
contractual provisions of an instrument. The failue recognized is adjusted for transaction cesisept for financial assets
classified as trading where transaction costsearegnized immediately in net income. Financial &ssaee derecognized when
the rights to receive cash flows from the investiaérave expired or where they have been transfamddhe Group has also
transferred substantially all the risks and rewardwnership.

Purchases and sales of financial assets are reenbai the trade date. Delivery and settlementdema usually
determined by established practices in the madeterned.

Debt securities, equity securities and holdingsdaled funds are designated as either tradingaitedole-for-sale and
are measured at subsequent reporting dates aafa@. The Group determines the classificatiotsdfimancial assets on initial
recognition.

Unrealized gains and losses represent the differbatween the fair value of the financial ass¢hateporting date
and cost or, if these have been previously revaliedfair value at the last reporting date. Realigains and losses on
financial assets are calculated as the differeebsden the net sales proceeds and cost or amocisedising the specific
identification method.

Financial liabilities, excluding deferred considera, derivatives, fund deferral liabilities andlez=mable
noncontrolling interests in consolidated funds whice stated at fair value, are stated at amortimetiusing the effective
interest rate method. Financial liabilities stad¢@mortized cost include the Group’s long-termtddmortized cost is
calculated by taking into account any issue castisaay discount or premium on settlement. Finarighllities cease to be
recognized when the obligation under the liabitias been discharged or cancelled or has expired.

Trading securities

Financial assets classified as trading are caaietthe Group’s Consolidated Balance Sheet at &irer These
comprise: the Group’s manager box position reptasgthe Group’s holding in various open ended #trent companies
(‘OEICs’) and unit trusts used to cover any netrfhth in units created or liquidated for clientftea the funds are priced;
investments in the Group’s fund products held bpleyee benefit trusts; certain investments in usotidated seed capital
investments; and certain investments in consolttfiteds. Gains and losses arising from changédseiffieir value of financial
assets classified as trading securities are indlwdghin investments gains/(losses) in the Constéd Statement of
Comprehensive Income. Where investments in the @sdund products are held against outstandingrdedecompensation
liabilities, any movement in the fair value of teesssets and corresponding movements in the defesrepensation liability
are recognized in the Consolidated Statement ofpgZehensive Income.

Available-for-sale securities

Financial assets classified as available-for-saissist of certain unconsolidated seed capital iimvests and certain
investments in consolidated funds. Available-fdessecurities are carried at fair value on the Gbdated Balance Sheet,
with changes in fair value recorded as a compoofesther comprehensive income within the Group’si€didated Statement
of Comprehensive Income until realized. When aetassdisposed of, the cumulative change in faiueapreviously
recognized in other comprehensive income, is tai@ret income in the current accounting period.

Trade and other receivables

Trade receivables, which generally have 30 day gayrrerms, are initially recognized at fair valnermally
equivalent to the invoice amount. When the timeigaf money is material, the fair value is discednProvision for specific
doubtful debts is made when there is evidencetkieaGroup may not be able to recover balancedlirBfalances are written
off when the receivable amount is deemed uncoléeta

Cash and cash equivalents
Cash and cash equivalents primarily consist of t&dth at banks, on-demand deposits, highly lighiorsterm

government securities and investments in money etamktruments with a maturity date of three momthkess. Cash
balances maintained by consolidated Voting InteEesities (‘VRES’) are not considered legally regrd and are included in



cash and cash equivalents on the Consolidated 8afaheet. Cash balances held by consolidated Valiaterest Entities
(‘“VIES’) are included in ‘assets of consolidatedEgl on the Consolidated Balance Sheet.

Impairment evaluation

The Group periodically evaluates the carrying valfiequity method investments and investment sgesrglassified
as available-for-sale for potential impairmentditermining if an impairment exists, the Group ¢eis the duration, extent
and circumstances of any decline in fair value. W&teefall in the value of an investment is prolahge significant, it is
considered an indication of impairment.

Henderson evaluates the securities in an unredli®sdposition in the available-for-sale portfdios
other-than-temporary impairment (‘OTTI’) on the isasf the duration of the decline in value of tleewity and severity of
that decline as well as the Group’s intent andtghib hold these securities for a period of tinuéfisient to allow for any
anticipated recovery in the market value. For gguiethod investments, if circumstances indicateahaOTTI may exist, the
investments are evaluated using market values wheatiéable, or the expected future cash flows efittvestment.

If it is determined that the impairment on an egjg#curity is other-than-temporary, the investnigmiritten down to
fair value. An impairment loss equal to the diffeze between the carrying value of the securityitsi@ir value is recognized
as an impairment charge within investment gainsg@s) in the Group’s Consolidated Statement of Cehgmsive Income.
For available-for-sale investments, any amountgipusly recognized in other comprehensive inconregpect of cumulative
changes in fair value are taken to net income gaimment.

No impairment charges were recognized on investseurities for the years ended December 31, 21K, and
2014.

Derivative | nstruments

The Group may, from time to time, use derivativaficial instruments to mitigate price, interesg réreign
currency and credit risk. The Group does not degeyderivative instruments as hedges for accouptimgoses, with the
exception of certain foreign currency forward cants used for net investment hedging.

Derivative instruments are measured at fair vahte@dassified as either ‘other current assetsbdrér current
liabilities’ on the Group’s Consolidated Balancee8h Changes in the fair value of derivative insteats are recorded within
investment gains/(losses) in the Group’s Consdadid&tatement of Comprehensive Income.

The Group enters into forward foreign exchange reat$ to mitigate the foreign exchange risk in eespf seed
capital investments and on the translation of gexansolidated entities. In addition, the Groupeesiinto a number of
derivative instruments including contracts for difnces (‘CFDs’), credit default swaps indices (*)GD), futures and total
return swaps (‘TRSs’) to mitigate the risk of markevements of specific available-for-sale anditrgdssets.

The Group’s consolidated seed investments mayledguarty to derivative instruments. These deriiistruments
are disclosed separately from the Group’s corpatetvative instruments. Refer to Note 6—‘Investin®acurities’.

Noncontrolling I nterests and Redeemable Noncontrolling I nterests

Noncontrolling interests that are not subject geraption rights are classified in permanent eqitgdeemable
noncontrolling interests are classified outsidp@&fmanent equity on the Consolidated Balance Strebaire measured at the
estimated fair value as of the balance sheet ttecontrolling interests in consolidated seed ibwesits are classified as
redeemable noncontrolling interests where theas isbligation on the fund to repurchase units ainkiestor’s request. Refer
to Note 13—‘Noncontrolling Interests’ for furthexformation.

Fair Value Measurements

Fair value is the price that would be receiveddiban asset or transfer a liability in an ordergnsaction between
market participants at the measurement date. Thedle of financial instruments traded in actimarkets (such as publicly
traded securities and derivatives) is based onegumiarket prices at the reporting date. The quataidket price used for
financial instruments is the last traded marketgfor both financial assets and financial lial@ftwhere the last traded price
falls within the bid-ask spread. In circumstancé®re the last traded price is not within the bik-ssread, management will



determine the point within the bid-ask spread ihatost representative of fair value current biderThe fair value of
financial instruments that are not traded in aivaaharket is determined using valuation techniqumemonly used by market
participants, including the use of comparable reaems length transactions, discounted cash floalyais and option pricing
models. Estimating fair value requires significar@nagement judgement, including benchmarking tdainmstruments with
observable market data and applying appropriatodigts that reflect differences between the seearihat the Group is
valuing and the selected benchmark.

Measurements of fair value are classified withhiexarchy that prioritizes the inputs to valuattenhniques used to
measure fair value based on whether the inputso®et valuation techniques are observable or unedisler

The valuation hierarchy contains three levels:
» Level 1—Valuation inputs are unadjusted quotedkeigprices for identical assets or liabilitiesaictive markets.

» Level 2—Valuation inputs are quoted market primesdentical assets or liabilities in marketstthee not active,
quoted market prices for similar assets and litdsdliin active markets, and other observable inguiestly or
indirectly related to the asset or liability beimgasured.

» Level 3—Valuation inputs are unobservable andificant to the fair value measurement.

The valuation of an asset or liability may involaputs from more than one level of the hierarchye Tevel in the fair
value hierarchy within which a fair value measuratre its entirety falls is determined based onltveest level input that is
significant to the fair value measurement.

Level 1 Fair Value Measurements

Henderson’s Level 1 fair value measurements copsistarily of the portion of derivatives, unconstaied seed
investments, investments held in consolidated famdsinvestments in the Group’s fund products (Whie held, in employee

benefit trusts, against outstanding deferred cosgieon arrangements) which have quoted marketpiicactive markets, as
well as the Group’s Senior Notes.

Level 2 Fair Value Measurements

Henderson’s Level 2 fair value measurements copsistarily of the portion of derivatives, investngield in
consolidated funds and investments in the Groupis foroducts which have valuation inputs classified evel 2.

Level 3 Fair Value Measurements

Henderson’s assets and liabilities measured atll3eaee primarily private equity investments, reteble
noncontrolling interests in consolidated funds,toayent deferred consideration and deferred congiemsliabilities which
are held against investments in the Group’s fumdipets, where the significant valuation inputswarebservable.

Private equity investments are valued using a coatlain of the enterprise value / EBITDA multiple thed and the
discounted cash flow method. Significant unobsdevaiputs include discount rates, long-term reveguasvth rates and

pre-tax operating margin, taking into account mamnagnt's experience and knowledge of market corditaf the specific
industries.

The fair value of redeemable noncontrolling intesés consolidated funds is primarily driven by the value of the
investments in consolidated funds. Details of ispuged to calculate the fair value of contingeiféided consideration can be
found in Note 5—'Acquisitions’.

Nonrecurring Fair Value Measurements

Nonrecurring Level 3 fair value measurements inelgdodwill and intangible assets. The Group meastiefair
value of goodwill and intangible assets on initedognition using discounted cash flow analysis tbquires assumptions
regarding projected future earnings and discousesrdecause of the significance of the unobseevialpluts in the fair value
measurements of these assets and liabilities, meeisurements are classified as Level 3. See thed\@dth and Intangible
Assets, net’ accounting policy set forth within Bl@& for further information.



Income Taxes

The Group provides for current tax expense accgrttirthe tax laws in each jurisdiction in whicloterates, using
tax rates and laws that have been enacted by tlae®&aSheet date.

Deferred income tax assets and liabilities arerdmmb for temporary differences between the findrstetement and
income tax basis of assets and liabilities as nreddoy the enacted income tax rates that may b#ect when these
differences reverse. The effect of changes indsesron the Group’s deferred tax assets and tiabils recognized as income
tax within net income in the period that includes enactment date. Significant management judgeimeatuired in
developing the Group’s provision for income taxasluding the valuation allowances that might bguieed against deferred
tax assets and the evaluation of unrecognizeddagflis resulting from uncertain tax positions take expected to be taken in
a tax return.

The Group periodically assesses the recoverabilitis deferred tax assets and the need for valuatiiowances on
these assets. The Group makes these assessmeuntebaise weight of available evidence regardirgsitbe sources of future
taxable income and estimates relating to the fyteréormance of the business that results in taxazome.

In evaluating uncertain tax positions, the Groupsiders the probability that the tax benefit carsbstained on
examination by a taxing authority on the basigoféchnical merits (‘the recognition threshol&r tax positions meeting this
threshold, the amount recognized in the finandetlesnents is the benefit expected to be realized gpttliement with the
taxing authority on the basis of a cumulative-ptulity assessment of the possible outcomes. Fopdakions not meeting the
recognition threshold, no financial statement biémefecognized. The Group recognizes the acaofimterest and penalties
on uncertain tax positions as a component of tbenre tax provision.

With effect from January 1, 2014, the Group eledtedarly adopt new accounting guidance relatintpéocbalance
sheet classification of deferred taxes. The updgtediance requires that all deferred tax assetsilities and any related
valuation allowances be classified prospectivelp@s-current in the Consolidated Balance Sheet.

Also with effect from January 1, 2014, the Grougcitd to early adopt new accounting guidance arkdtased
compensation accounting, including the income tansequences of such transactions. The updatedng@daquires that on
exercise of stock-based awards, tax benefits ingsx@r amounts that fall short, of the cumuldbeek compensation expense
should be recognized as an income tax benefit perese within net income.

Revenue Recognition

Revenue includes management fees and performaesenfet of rebates. Management fees are recoginiziee
accounting period in which the associated investmemagement service is provided. Performancefteesd! fund ranges
and segregated clients are recognized under Mdthiogl on crystallization and are therefore actedifior when the
prescribed performance hurdles are achieved amgibbable that a fee will be collected as a te3hlere are no performance
fee contracts where revenue can be reversed oedlaack. There are no cumulative revenues recadytiies would be
reversed if all of the existing investments becavoethless.

Management fees are generally based upon a pegeenitthe market value of assets under managemerdra
calculated as a percentage of either the daily,tmend or quarter end average asset balance indaree with contractual
agreements. Performance fees are specified incéutad and client contracts and are based on tmast performance either
on an absolute basis or compared to an establisHe® over a specified period of time. This is ofseibject to a hurdle rate.

Management fees are primarily received monthiyuarterly while performance fees are usually reakiygarterly or
annually by the Group, although the frequency oéigt varies between agreements. Management afatipance fee
revenue recognized which has not yet been billeddsgnized as accrued income within ‘accrued irecamd accounts
receivable’ in the Consolidated Balance Sheet. idament and performance fee revenue recognizedibed, but not yet
received is recognized as accounts receivablewigiticrued income and accounts receivable’ in tbesGlidated Balance
Sheet.

Commissions

Commissions on management fees are accounted fm aocruals basis and are recognized in the atngyeriod
in which the associated management fee is earned.



Operating Expenses
Operating expenses are accrued and recognizediasad.
Stock-Based Compensation and Stock-based Payment Transactions

The Group issues stock-based awards to employeeSwédnich are classified as equity-settled sttesed payments.
Equity-settled stock-based payments are measurtée &ir value of the shares at the grant date.avmards are expensed,
with a corresponding increase in reserves, onre#tstraight line basis or a graded basis (depgralinvesting conditions)
over the vesting period, based on the Group’s eséraf shares that will eventually vest.

The grant date fair value for stock options is dateed using the Black-Scholes option pricing model the grant
date fair value of restricted stock is determirreaf the market price on the date of grant. The IBlacholes model requires
management to determine certain variables; thergssans used in the Black-Scholes option pricinglgionclude dividend
yield, expected volatility, risk-free interest rated expected life. The dividend yield and expeetdtility are determined
using historical Group data. The risk-free interast is based on the 3-year UK treasury coupdimeatime of the grant. The
expected life of the appreciation rights is the sa® the service conditions applicable to all Grawards.

The Group also uses the Monte Carlo model to déterthe fair value of awards granted under the LSdReme from
2015 onwards. The assumptions used in the Montie @erdel include dividend yield, share price vdigtiand discount rate.

Earnings per Share

Basic earnings per share attributable to Hendeskareholders is calculated by dividing net incoadjusted for the
allocation of earnings to participating restricttdck awards) by the weighted average number eéstautstanding.
Henderson has calculated earnings per share usérngvo-class method. There are some participaéagicted stock awards
which are paid non-forfeitable dividends. Undertilve-class method, net income attributable to Heswieis adjusted for the
allocation of earnings to participating restricttdck awards.

Diluted earnings per share is calculated in a simvilay to basic earnings per share, but is adjfstetie effect of
potential common shares unless they are anti-dduti

Business Combinations

All business combinations are accounted for udiregatcquisition method. The cost of a business aoatibin is the
aggregate of the fair values, at the date of exgbaof assets given, liabilities incurred or assiised equity instruments
issued by the acquirer as consideration. The #irevof a business combination is calculated aatugiisition date by
recognizing the acquiree’s identifiable asset§jlities and contingent liabilities that satisfyethecognition criteria, at their
fair values at that date. The acquisition datbéésdate on which the acquirer effectively obtaimistol of the acquiree. The
cost of a business combination in excess of thiesédiie of net identifiable assets or liabilitiexjaired, including intangible
assets identified, is recognized as goodwill. Aagts incurred in relation to a business combinagi@nexpensed as incurred.

Contingent Consideration

Contingent consideration, resulting from businesslzinations, is recognized at fair value at theugition date as
part of the business combination and discountedewe time value of money is material. The detaatidon of the fair value
is based on discounted cash flows, with the keyraptions being the probability of meeting each genfance target and the
discount factor applied. When the contingent cagrsition meets the definition of a financial liatyiiit is subsequently
remeasured to fair value at each reporting datugir net income. Finance charges, where discouhtisdeen applied, are
also recognized through net income. See Note 5—uisitipns’ for further information about contingestinsideration on
acquisitions taking place during the reporting peri

Goodwill and I ntangible Assets, Net

Goodwill represents the excess of cost over threvidue of the identifiable net assets of acquoechpanies and is
capitalized in the Consolidated Balance Sheet.



Intangible assets consist primarily of investmeanagement contracts acquired as part of busineskications.
Investment management contracts have been idehtifieseparately identifiable intangible assetsnayisn the acquisition of
subsidiaries or businesses. Such contracts argnmizenl at the present value of the expected fudasé flows of the
investment management contracts at the date ofsition. Investment management contracts may b&siflad as either
indefinite-lived investment management contractnite-lived client relationships.

Indefinite-lived intangible assets are comprisetheéstment management agreements where the agreseane with
investment companies themselves and not with uyidgrinvestors. Such contracts are typically rendnelefinitely and
therefore the Group considers the contract lifeeandefinite and, as a result, the contracts at@amortized. Definite-lived
intangible assets are comprised of investment neanagt agreements where the agreements are witiné¢tezlying investor.

Indefinite-lived intangible assets and goodwill act amortized. Finite-lived client relationshipg amortized on a
straight-line basis over their remaining usefuetiycurrently estimated at between three and gégirs for existing contracts.

Goodwill is reviewed for impairment annually or radrequently if changes in circumstances indiché the
carrying value may be impaired. The Group has detexd that it has one reporting unit for goodwitigairment testing
purposes, which is consistent with internal manag#meporting and management’s oversight of opmratiFor this purpose,
management prepares a valuation for the Groupls gaserating unit based on its fair value. TheValue is based on
forecasts approved by the Board, extrapolatedXpeeted future growth rates and discounted atkaaidfusted discount rate
based on the Group’s pre-tax weighted averageatastpital. Where the fair value is less than thegying amount, an
impairment is recognized. Any impairment is recagdiimmediately through net income and cannot sjlesdly be
reversed.

Intangible assets subject to amortization are defsteimpairment whenever events or circumstancdgate that the
carrying value may not be recoverable and indefitited assets are tested for impairment annuallpare frequently if
changes in circumstances indicate that the carméhge may be impaired.

Goodwill and intangible assets require significa@nagement estimates and judgement, includingahmtion and
expected life determination in connection with iiéal purchase price allocation and the ongoiugleation for impairment.

Foreign exchange

The functional currency of the Group is GBP andrtqorting currency, for the purposes of thesenfoiel
statements, is USD.

Transactions in foreign currencies are recordédeabppropriate exchange rate prevailing at the dfathe
transaction. Foreign currency monetary balancéseateporting date are converted at the prevadixahange rate. Foreign
currency non-monetary balances carried at fairevalucost are translated at the rates prevailitigeatiate when the fair value
or cost is determined. Gains and losses arisingtanslation are recognized as a component dhoeine, except for
available-for-sale financial assets where the ughdathanges in fair value are recognized in otbemrehensive income.

On consolidation, the assets and liabilities of@meup’s overseas operations whose functional nayrés not GBP
are translated at exchange rates prevailing aetharting date. Income and expense items are rezeyat daily exchange
rates. Exchange differences arising, if any, dtertahrough other comprehensive income to accuediigther comprehensive
income. Where net investment hedge accountinggBeapusing foreign currency forward contracts, thie value movement
on these contracts is also recognized within actated other comprehensive income. In the periaghich an operation is
disposed of, translation differences previouslyggized in accumulated other comprehensive incameezognized as a
component of net income.

On translation of the consolidated financial staeta from the Group’s functional currency of GBRHe reporting
currency of USD, the assets and liabilities of@reup are translated using the exchange rate fireyat the reporting date,
equity is translated at historic rate and income expense items are translated using the averaf@ege rate, calculated
based on each month end rate for the financiabdeExchange differences arising are taken thraigbr comprehensive
income to accumulated other comprehensive income.



Post-employment retirement benefits

The Group provides employees with retirement béngfrough both defined benefit and defined contidn plans.
The assets of these plans are held separatelytfrei@Group’s general assets, in trustee administerets.

Contributions to the defined contribution plan expensed to net income within the ConsolidatedeStant of
Comprehensive Income as and when they become gayabl

Defined benefit obligations and the cost of praviglbenefits are determined annually by independealified
actuaries using the projected unit credit methdek Group’s annual measurement date of the defiaadflh plan is
December 31. The defined benefit obligation is raesb as the present value of the estimated fuashk outflows using a
discount rate based on AA rated corporate bondyief appropriate duration. The plan assets amgrezed at fair value. The
funded status of the defined benefit pension p{tivesresulting surplus or deficit of defined behafsets less liabilities) is
recognized in the Consolidated Balance Sheet, fraatyotaxes that would be deducted at source.



HENDERSON GROUP PLC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Actuarial gains and losses arise as a result dfifference between actual experience and actuas@lmptions. The
‘10% corridor’ method for recognizing actuarial ggiand losses has been adopted by the Group. Baisstthat cumulative
actuarial gains or losses up to an amount equ#%6 of the higher of the liabilities or assetstaf scheme (‘the corridor’) have
no immediate impact on net income and are insteeaignized through other comprehensive income. Catiwalgains or
losses greater than the corridor are amortize@tdncome over the average remaining future workieme of the active
members in the plan.

Net periodic benefit cost is recorded as a compboienet income in the Consolidated Statement ah@@hensive
Income and includes service cost, interest cogieerd return on plan assets and any actuariad gaich losses previously
recognized as a component of other comprehensiegria which have been amortized in the period. Bebgdic benefit costs
are recognized as an operating expense.

See Note 15—'Retirement Benefit Plans’ for furtbescussion of the Group’s pension plans.
Common Stock

Henderson’s common stock of 12.5 pence each assifitl as equity instruments. Equity shares issyed
Henderson are recorded at the fair value of thegads received or the market price on the daysakisDirect issue costs, net
of tax, are deducted from ‘additional paid in capuvithin equity.

Treasury shares held are equity shares of Hendexspuired by or issued to employee benefit trisisasury shares
held are recorded at cost and are deducted froityetyo gain or loss is recognized in the ConsdkdaStatement of
Comprehensive Income on the purchase, issue, sanoellation of Henderson’s own equity shares.

Shares purchased as part of a share repurchasamprage immediately cancelled. The nominal valueawh share
purchased and cancelled is debited against comtnok and the remaining balance, being the diffezdretween the price
paid per share and the nominal value, is debitathagretained earnings.

Consolidation
For the Group’s accounting policies on consolidatgee Note 4—'Consolidation’.
Note 3—Recent Accounting Pronouncements Not Yet Agoed

In May 2014, the Financial Accounting StandardsrBd&ASB’) issued a new revenue recognition stadd@he
standard’s core principle is that a company witlognize revenue to depict the transfer of goodsorices to customers in an
amount that reflects the consideration to whichethtity expects to be entitled in exchange for ¢hgsods or services. In
addition, the standard specifies the accountingéotain costs to obtain or fulfill a contract watcustomer and expands
disclosure requirements for revenue recognitior fEvenue standard is effective for annual repgigriods beginning after
December 15, 2017, including interim periods witthiat reporting period. The Group is evaluatingeffect of adopting this
new accounting standard.

In January 2016, the FASB issued amendments fin@scial instruments standard, including changtating to the
accounting for equity investments, and the presiemtand disclosure requirements for financialnmstents. Under the
amended guidance, equity investments in uncongelidentities (other than those accounted for ugiegquity method of
accounting) will generally be measured at fair ealorough net income. There will no longer be aailable-for-sale
classification (changes in fair value reportedtimeo comprehensive income) for equity securitieth wéadily determinable
fair values. The amended guidance also requiresfilal assets and financial liabilities to be pnésé separately in the notes
to the financial statements, grouped by measureoaagory (e.g. fair value, amortized cost, lowfecast or market value)
and form of financial asset (e.g. loans, secuijitiEse standard is effective for fiscal years bagig after December 15, 2017,
including interim periods within those fiscal yeaffie Group is evaluating the effect of adoptirig tiew accounting standard.

In February 2016, the FASB issued a new standaatoounting for leases. The new standard repreaemt®lesale
change to lease accounting and introduces a lessédel that brings most leases on to the balancet.shiee standard also



aligns certain of the underlying principles of tieav lessor model with those in the FASB’s new rexerecognition standard.
Furthermore, the new standard addresses otherrosnegated to the current leases model. The stdrisi@ffective for
calendar periods beginning on or after Januar®192The Group is evaluating the effect of adoptiig new accounting
standard.

In March 2016, the FASB issued an amendment toriteipal-versus-agent guidance in the FASB’s newenue
standard. The key provisions of the amendmentsgesaing the nature of the entity’s promise tatisomer, identifying the
specified goods or services, application of thetrmprinciple and indicators of control. The amemaht is effective for annual
reporting periods beginning after December 15, 20icfuding interim periods within those annual@gng periods. In
addition, entities are required to adopt the ameamrny using the same transition method they useddpt the new revenue
standard. The Group is evaluating the effect opédg this new accounting standard.

In June 2016, the FASB issued an amendment taiitkagce on accounting for credit losses. The neidagce
requires the application of a current expectedittess model for financial assets measured at tineok cost and an allowance
for credit loss model for available-for-sale debtwities. The amendment is effective for reporiegods beginning on or
after December 15, 2019. The Group is evaluatiegeffect of adopting this new accounting standard.

In August 2016, the FASB issued an ASU to clarifydgnce on the classification of certain cash mseaind cash
payments in the statement of cash flows. The FASBead the ASU with the intent of reducing divergitypractice regarding
eight types of cash flows. The ASU is effective danual reporting periods beginning after Decenis 2017, including
interim periods within those annual reporting pdsioThe Group is evaluating the effect of adoptitig new accounting
standard.

In November 2016, the FASB issued an ASU to clagifidance on the classification and presentatiaestficted
cash in the statement of cash flows. The ASU isatiffe for annual reporting periods beginning allecember 15, 2017,
including interim periods within those annual repuay periods. The Group is evaluating the effecaddpting this new
accounting standard.

In January 2017, the FASB issued an ASU which sfiaplthe accounting for goodwill impairments bjnghating
step two from the goodwill impairment test. The ABduires goodwill impairments to be measured erbidsis of the fair
value of the reporting unit relative to the repogtunit’'s carrying amount rather than on the baétbe implied amount of
goodwill relative to the goodwill balance of thgoeting unit. The ASU is effective for annual anterim impairment tests for
periods beginning after December 15, 2021. Earbptidn is allowed for annual and interim impairmé&sts occurring after
January 1, 2017. The Group is evaluating the effeatiopting this new accounting standard.

Note 4—Consolidation

In accordance with ASU 2015-02, the Group earlypaeld the amended consolidation accounting guidesnieh
was mandatory for reporting periods beginning oafter December 15, 2015, with an effective adoptiate of January 1,
2014, using a modified retrospective approach.

The consolidated financial statements of the Graumpprise the financial statements of Henderson @pbeiand its
interests in its controlled subsidiaries and equigthod investments as at December 31 each yeditidwhlly, the
consolidated financial statements include the dattestion of certain managed funds that meet thendizfn of a variable
interest entity (‘VIE') if the Group has been deehte be the primary beneficiary of these funds efnckrtain managed funds
that meet the definition of a voting interest gn(iVRE").

The net income and each component of other compsaleincome are attributed to the owners of theigeaof the
Group and to any noncontrolling interests. All agroup assets and liabilities, equity, income eeggs and cash flows
relating to transactions between members of theiGase eliminated in full on consolidation.

The results of consolidated entities acquired spaed of during the year are included in the Cateted Statement
of Comprehensive Income from the effective dataasfuisition, being the date on which the Group iostaontrol, and
continue to be consolidated until the date thatthr@rol ceases. A change in the ownership interffestconsolidated entity,
without a loss of control, is accounted for as quity transaction. If the Group loses control caeonsolidated entity, it
derecognizes the related assets (including gogdtidgbilities, noncontrolling interest and othemaponents of equity while
any resultant gain or loss is recognized in thedobdated Statement of Comprehensive Income.



The Group performs an analysis of affiliates anggtments held to determine if they are a VIE ¥RE which
involves significant judgement and analysis. Factamsidered in this assessment include the entégal organization, the
entity’s capital structure and equity ownership] any de facto agent implications of the Groupigilgement with the entity.
VIEs are consolidated if the Group is the primaepdficiary of the entity and VRESs are consolidatede Group holds the
majority voting interest. Certain events (suchddgitéonal contributions or redemptions, either bgriderson or third parties)
will trigger a review to reconsider the previousiclusions regarding the status of an entity astadfla VRE. Additionally,
management continually reconsiders whether the iSiaonsidered a VIE's primary beneficiary, andstlconsolidates it.

Variable Interest Entities

Certain investments for which a controlling finaaddnterest is achieved through arrangements tieatat directly
linked to voting interests are considered VIEs. tlaon reviews factors, including whether or not@ entity has equity that
is sufficient to permit the entity to finance itstigities without additional subordinated suppadrf other parties and ii) the
equity holders at risk have the obligation to abdosses, the right to receive residual returnsthadight to direct the
activities of the entity that most significantlypact the entity’s economic performance, to deteenfithe investment product
is a VIE. The Group re-evaluates these factoraets find circumstances change.

The Group consolidates a VIE if it is the VIE'smpary beneficiary. The primary beneficiary of a \i$ilefined as the
variable interest holder that has a controllingficial interest in the VIE. A controlling financiakerest is defined as one that
has i) the power to direct the activities of th&\hat most significantly impact its economic penfance and ii) the obligation
to absorb losses of the entity or the right to inecbenefits from the entity that could potentidily significant to the VIE.

Consolidated Variable Interest Entities
Henderson'’s consolidated VIEs as at December 31§ a€e certain funds in which the Group has a seexstment
and acts as the investment manager. The asséissef VIES are not available to the creditors of@heup and the investors in

these VIEs have no recourse to the credit of treufsr

Consolidated VIE assets and liabilities are presgafter intercompany eliminations at December2816, and
December 31, 2015, in the following table (in noitls):

December 31, December 31,
2016 2015
INVESIMENE SECUNLIES ....vvieivie et ceeceere ettt $313.7 $206.8
Cash and cash equIValeNnts .............uvviceeieiee e 44.2 52.8
Other CUMENT @SSELS ..ottt 8.1 9.3
Other current lAabilitieS........cooeviiiiii e (26.2) (16.6)
TOMAL e 339.8 252.3
Redeemable noncontrolling interests in consolidatiés .................. (158.0) (78.5)
Nonredeemable noncontrolling interest in consoddaf|Es .............. (44.8) (44.1)
Group net interest in consolidated VIES...eecoceeeiieeeeiie e, $137.0 $129.7

Unconsolidated Variable Interest Entities

At December 31, 2016, the Group’s carrying valueeéstment securities included on the Consolid&aldnce
Sheet pertaining to unconsolidated VIEs was $@ILE $nil). The Group’s exposure to unconsolidatées represents the
value of its economic ownership interest in theestment securities.
Voting Interest Entities
Consolidated Voting Interest Entities

The Group’s consolidated VREs include its investta@m subsidiaries and certain seed investmentgstments are
accounted for as VREs where they do not meet tfiritilen of a VIE and when the Group is consideteaontrol such

investments, where control generally exists if ¢hiera greater than 50% voting interest.

The following table presents the balances relatexbed investments that have been classified asVAR&
consolidated on the Group’s Consolidated Balan@es{in millions):



December 31, December 31,

2016 2015
INVESIMENE SECUNLIES ....vviivieciee st ceeeceere et $5.1 $28.7
Cash and cash equIValeNtS ...........ccooiieeeeceeer e — 8.6
Other CUMTENT @SSELS ..ottt — 0.7
Other current labilitieS.......ccoooeiiii i — (0.2)
TOUAI e 5.1 37.8
Redeemable noncontrolling interests in consolidateés................. — (4.4)
Group net interest in consolidated VRES ......cccccoeeeeiiiiiiiiieeieeenen. $5.1 $33.4

Note 5—Acquisitions
Acquisition of Perennial

On November 1, 2015, Henderson acquired the estimee capital of Perennial, fixed income and egglithanagers
located in Australia. The acquisition served todolen the scope of the global fixed income and ggeims, as well as to
assist in the development of Henderson’s distrisuteach.

The transaction included initial upfront cash cdesation of $55.4m and contingent consideratiom &ipresent
value of $0.6m, with the contingent consideratiaggble in 2017 and 2019 if revenues of the Peréngidties business meet
certain targets. The total maximum payment oveetitee contingent consideration period is $10.8nofaDecember 31,
2016. In addition, there is a maximum amount of.88vVpayable in two tranches in 2019 and 2020, whare employee
service conditions attached (‘earn out’) which areounted for as a compensation expense and aré basiet management
fee revenue. The fair values of the contingent ickemation and earn out are calculated at each tiagatate by forecasting
Perennial revenues over the contingency perioddatermining whether the forecast amounts meetéfiaatl targets. The
significant unobservable input used in the valuatioforecast revenue. During the year ended Deeef3ith 2016, fair value
adjustments of contingent consideration of $1.1mewecognized in net income. The earn out will teraed over the service
period. At December 31, 2016, the total of contimgmnsideration and earn out had a fair valuesa2i (2015: $1.0m),
which is included in ‘other non-current liabilitiemn the Group’s Consolidated Balance Sheet. THeving pro forma
information is unaudited: had Perennial been aeguin January 1, 2015, the business would haveéilsot®d revenue and net
income of $18.5m (2014: $16.2m) and $5.4m (201401%% respectively. Perennial contributed revenukreet income of
$3.1m and $0.9m respectively between the acquisitadze and December 31, 2015.

The deal costs were included within operating egpsrin Henderson’s Consolidated Statement of Cdmepsive
Income in 2015.

The total purchase price, including the upfrontrpagit and the present value of the expected comtingg/ments,
was allocated as follows (in millions):

Assets:
Cash and Cash EQUIVAIENES .........ciei i e e er e e e e e e $0.9
ACCOUNLES FECEIVADIE. ......eiiiiiit e e e e e e e e e e e e e e e eeaaearanes 2.7
Intangible assets 24.6
16T To Lo 1 SR 36.6
Liabilities:

Other accrued liabilities
DEfEITEO INCOME TAXES ...uuuiiitiieit e s s+ et e et e et e e e eesaaaeesbb e e s bbb e eebbeesbbaeesaaasestseesanans
NEL ASSELS ACQUITE ...veviviiiiii i ceeeeeees s s e e e e e et et et e e e b e s s e e e e e eeeaeaaaeseeeeanes

Goodwill represents the excess of cost over threvidue of the identifiable net assets acquirediarargely
attributable to the existing workforce of Perenmisiwell as the opportunity for the Group to legerthe distribution platforms
on which Perennial funds are included for othedpats. The goodwill recognized as a result of ttgugsition is not
deductible for tax purposes.

The intangible assets include investment manageaggaements and client relationships. Client retethips have
an estimated useful life of eight years and aradaimortized over this period.



Acquisition of Geneva

On October 1, 2014, Henderson acquired the ertaescapital of Geneva which added to the Grou@sequities
capability and US institutional client base.

The consideration payable for Geneva was structasezh upfront payment of up to $130.0m with twHer
contingent tranches of up to $45.0m and $25.0malpayover six years. The Group made an initialagfpayment of
$120.5m during 2014 based on the revenue run tatelate just before acquisition, measured agdefated revenue targets
set out in the sale and purchase agreement, tageithiea payment of $3.8m for the net assets ofésanThe $9.5m shortfall
between the $120.5m initial payment and the $13GrGximum can still become payable if Geneva’'s reesrmeet the
revenue targets over the next five years. As dtrfsiGroup has a deferred contingent liabilitypefween $nil and $79.5m.
The fair value of the contingent considerationssmeated at each reporting date by forecastingmeeeas defined by the sale
and purchase agreement, over the contingency pamaddetermining whether targets will be met. @m@nt consideration of

$20.3m (2015: $16.2m) was included in ‘other norret liabilities’ on the Group’s Consolidated Bate Sheet as at
December 31, 2016.

Geneva contributed revenue and net income of $&@it4.9m respectively between the acquisition date
December 31, 2014. The following pro forma inforimatis unaudited: had Geneva been acquired on datud014, the
business would have contributed revenue and netirmf $28.8m and $19.3m respectively in 2014.

Note 6—Investment Securities
The Group’s investment securities as of DecembgPB16 and 2015, are summarized as follows (inoni):

December 31,

2016 2015
Trading securities:
Seeded investment products—consolidated VIES............ccooooeiiviviiivieiiiiiiiiinnn, $288.0 $198.4
Seeded investment products—consolidated VRES. .o ioviiiiiiiiiiiiiiiiiiiiiiiiiins 51 6.3
Seeded investments products—unconsolidated.............cceveeiiiiiiiieiiieiiiieiiieinens 4.5 —
Investments related to deferred compensation plans............cccccccceeiiiiiiinieennnn. 66.5 61.5
Other INVESIMENTS ... et e e e e 3.1 1.0
LI ] = L €= To T To TR T o U 1 =TSO 367.2 267.2
Available-for-sale securities:
Seeded investment products—consolidated VIES............ccoooeeiiiviiiieieiiiiviiiinnn, 25.7 8.4
Seeded investment products—consolidated VREs — 22.4
Seeded investment products—uncoNSOlidated wmmm.eeeeeeeeerriiiieieiereeereeeineens 0.4 1.4
Total available-for-sale SECUNTIES..........uuuiriiiiiiiiaeei e 26.1 32.2

Total INVESIMENT SECUILIES ......iiveiiiiceeem e e e e e e s e e e e eeaaaas $393.3 $299.4

Trading Securities

Gains and losses recognized on trading securitleledd as of December 31, 2016, 2015 and 20ielsammarized
as follows (in millions):

Year ended
December 31,
2016 2015 2014
Trading securities still held at Period €N ............oouiiiiiiiiiec e $8.4 $(5.6) $21.6




Available-for-Sale Securities
The following is a summary of available-for-salewgties at December 31, 2016 and 2015 (in milljons

December 31, 2016

Gross
unrealized
investment
Foreign
currency Estimated Carrying
Cost Gains Losses translation fair value value
Available-for-sale securities .............ccowmm...  $15.1  $3.4 $— $7.6 $26.1 $26.1
December 31, 2015
Gross
unrealized
investment
Foreign
currency Estimated Carrying
Cost Gains Losses translation fair value Value
Available-for-sale securities ...............ommmevveee... - $30.6 $1.1 $(1.4) $1.9 $32.2 $32.2

The Group reviewed the gross unrealized lossevailelle-for-sale securities and determined thatdlsses were
not other-than-temporary. No impairment chargeswecognized for the years ended December 31, 2016, and 2014.
There were no unrealized loss positions greater i2amonths as at December 31, 2016 and 2015.

Realized gains and losses related to the dispbsalenl investments classified as available-for-setmirities were
recognized within ‘investment gains, net’ on th@@r's Consolidated Statement of Comprehensive lecdihe following is
a summary of realized gains upon disposal of seesstments classified as available-for-sale saesrbr the years ended
December 31, 2016, 2015 and 2014 (in millions):

2016 2015 2014
Tz 1L A=To [ F- UL a1 RSP $1.2 $16.8 $2.2

Derivative I nstruments

The Group maintains an economic hedge progranmuest derivative instruments to mitigate the mavkétility of
certain seeded investments. Market fluctuationsratigated using derivative instruments includinguies, index swaps and
TRSs. The Group operates a rolling program of épre@urrency forward contracts to mitigate the nonetional currency
exposures arising from certain seed capital investm

The Group was party to derivative instruments it following notional values as of December 31,&28nd 2015:

December 31, December 31,
2016 2015

Notional value Notional value

(in millions) (in millions)
INAEX SWAPS ..vvvveeiiiiiieeeictir e e s ettt et e e st e e e e s ae e e e srar e e e e e nnnneeees $34.2 $41.2
FULUIES ...ttt mmeemme e ettt et eeevaeeneeaetaea $14.7 $—
Total retUrN SWAPS ...veeeiieiiee e e eere e s e e s e e e e e e nnnaaeae e $59.5 $68.6
Foreign currency forward contracts.........ccceeeeveeeeeeeenrneennne. $170.1 $160.1

The derivative instruments are not designated dgdwefor accounting purposes, with the exceptiaedfin foreign
currency forward contracts used for net investnhelging. Changes in the fair value of certain ggivwes are recognized in
‘investment gains/(losses), net’ in the Group’s Sidated Statement of Comprehensive Income. Clsaingée fair value of
foreign currency forward contracts which relatedmsolidated seed entities are recognized in aclatetliother
comprehensive income under net investment hedgauating.



The value of the individual derivative contracts egcognized on a gross basis and included inratlmeent assets’ or
‘other current liabilities’ in the Consolidated Balce Sheet. The Group has entered into nettingganaents with individual
counterparties; the impact of any potential resgltffsets are shown below. The Group pledged $in6rash collateral with
the counterparties of the derivatives as of Decer@be2016 ($1.3m received and $0.9m pledged &eoémber 31, 2015).
The cash collateral is included within ‘other cutrassets’ and ‘other current liabilities’ as relevvon the Group’s
Consolidated Balance Sheet.

The following tables illustrate the effect of offeg derivative instruments on the Group’s Cordatied Balance
Sheets as of December 31, 2016 and 2015 (in nsljlion

December 31, 2016
Gross amounts Gross amounts

offset by offset by cash
derivative collateral
Gross amounts instruments pledged Net amounts
Liabilities:
Total return SWapsS........cceveeeveeeeveeeciveesennnn. $(1.1) $— $1.1 $—
INAEX SWAPS .vvvvveriiiiiiiiieeeeeeeeeeeieeceeeeeeee e (0.8) — 0.5 (0.3)
Foreign currency forward contracts................. (3.2) — — (3.2)
TOtAl e $(5.1) $— $1.6 $(3.5)
December 31, 2015
Gross amounts Gross amounts
offset by offset by cash
derivative collateral
Gross amounts instruments received Net amounts
Assets:
Total return SWapS........ccvceeeeeeeeeveeeeeeeeeeenns $1.3 $— $(1.3) $—
o) £ LS $1.3 $— $(1.3) $—
Gross amounts Gross amounts
offset by offset by cash
derivative collateral
Gross amounts instruments pledged Net amounts
Liabilities:
Total return SWapS.......ccccceeeeeveeeeeeeeeeeeeeeenns $(0.6) $— $— $(0.6)
INAEX SWAPS ..o eeevnenee e (0.9) — 0.9 —
Foreign currency forward contracts ................ (5.9) — — (5.9)
TOUAl et $(7.4) $— $0.9 $(6.5)

The Group recognized the following net foreign eagy translation gains on hedged seed investmentsnanated
in a foreign currency and net losses on assocfateiyn currency forward contracts in other compredive income for the
years ended December 31, 2016, 2015 and 2014 l{ioms):

Year ended
December 31,
2016 2015 2014
Foreign currency translation ...........cccccevveceeeesiiieieeesssiie e sieee e $29.6 $3.5 $—
Foreign currency forward CONtractS..........ecummeeevieeieeeeieeiiinieeiiiniinnns (29.6) (3.5) —
1o - LSS $— $— $—

Derivative Instruments in Consolidated Seeded | nvestment Products

Certain of the Group’s consolidated seeded investqmeducts utilize derivative instruments to cdnite to the
achievement of defined investment objectives. Thiesivative instruments are classified within ‘atlcerrent assets’ and
‘other current liabilities’ in Henderson’s Consaiéd Balance Sheet. Gains and losses on thesatileriinstruments are
classified within investment gains/(losses), ndtlenderson’s Consolidated Statement of Comprehetsoome. The
consolidated seeded investment products receivtemeunts of $0.1m and $0.2m in cash collaterahfiioe counterparties of
the derivative instruments as of December 31, 20162015, respectively.



The Group’s consolidated seeded investment produets party to derivative instruments with thedelling
notional values as of December 31, 2016 and 2015:

Contracts for difference ...,
INtEreSt rate SWaPS ...vvuii ittt eeeeeem ettt
Credit default SWaPS .......cviieeeeeiiiccceee e
EQUILY SWAPS ©.evvviiiiiieieieeeieieisiieit e et ae e eeeae e e e s s nnnennes
INAEX SWEPS ..vvvvvririiiiiiiiiieee e e ee e e et e st e et e et ee e are e eeaaeas
FUTUMES .o
OPLIONS Lottt enr e e e e e e e e e e e et e e ar e
SWAPLIONS ..ot mrmmmm e e e e e e e e e e e e e e
Foreign currency forward contracts

December 31,
2016

December 31,

2015

Notional value
(in millions)

Notional value

(in millions)

$9.2
$8.3
$1.8

$20.2
$36.3

$—
$3.3
$3.5

$34.7
$69.0

$0.1

$46.5

The following tables illustrate the effect of offseg derivative instruments within consolidateéded investment
products on the Group’s Consolidated Balance Stesets December 31, 2016 and 2015 (in millions):

Assets:

Contracts for difference...................
Interest rate SWapS.....ccccccveeeeveeiinen
FUtUIES .o e
(0] ][] o 1S

Foreign currency forward contracts

Liabilities:

Contracts for difference .....................
Interest rate SWapS.......ccccvveveeeivivicenns
Credit default swaps .......ccccceeevevennnnes

FUTUIES .o
(O] 01170 1 J PR

December 31, 2016

Gross amounts

Gross amounts

offset by offset by cash
derivative collateral
Gross amounts instruments received Net amounts
$0.3 $(0.1) $— $0.2
0.1 (0.1) — —
0.6 (0.1) — 0.5
3.1 (1.2) — 1.9
0.4 — (0.4) —
$4.5 $(1.5) $(0.4) $2.6

Gross amounts

Gross amounts

Foreign currency forward contracts...........eue.-

Assets:

Contracts for difference...................
Interest rate SWapS.....ccccccveeeeveeiines
FUtUIES o
EQUity SWapS....cccocvveviiiiiiiieieeiecie e
OPLiONS....ccoeiiiieeieeee s

Foreign currency forward contracts

offset by offset by cash
derivative collateral
Gross amounts instruments pledged Net amounts
$(0.1) $0.1 $— $—
(0.1) 0.1 — —
(0.1) — — (0.1)
(0.1) 0.1 —
(1.2) 1.2 — —
(2.4) — 0.3 (2.1)
$(4.0) $1.5 $0.3 $(2.2)

December 31, 2015

Gross amounts

Gross amounts

offset by offset by cash
derivative collateral
Gross amounts instruments received Net amounts
$0.2 $— $— $0.2
0.5 (0.4) — 0.1
0.5 (0.4) — 0.1
0.3 (0.2) — 0.1
2.3 (0.5) — 1.8
1.0 — (0.3) 0.7
$4.8 $(1.5) $(0.3) $3.0




Gross amounts Gross amounts

offset by offset by cash
derivative collateral
Gross amounts instruments pledged Net amounts
Liabilities:
Interest rate SWapS.........ccoveeeeveeeeieeceeeeeeveeeans $(0.5) $0.4 $— $(0.1)
FULUIES ..o e (0.4) 0.4 — —
EQUItY SWaPS......ooo e eereee e (0.2) 0.2 — —
(0] o) 1[0 1TSS (0.7) 0.5 0.1 (0.1)
Foreign currency forward contracts...........uu..- (0.1) — — (0.1)
TOtal e $(1.9) $1.5 $0.1 $(0.3)

As of December 31, 2016, no consolidated seed imezd products sold credit protection through tee af credit
default swap contracts (2015: none).

Investment (losses)/gains, net

Investment (losses)/gains, net in the Group’s Clidfsted Statement of Comprehensive Income inclubed
following for the years ended December 31, 2018528nd 2014 (in millions):

Year ended
December 31,
2016 2015 2014
Investment (losses)/gains, net:
Seeded iNVeStMENT PrOAUCES ...........vveeimcmereneeeseireee e s snree e e e snee e e e s $(0.7) $0.5 $17.3
Fair value changes on derivative inStrumentS...c.cccoeveeeeeeveveeveenenn. (12.9) 1.0 1.4)
Gain on sale of available-for-sale investments...............ccccvieeeeiieenn. 1.2 16.8 2.2
(Losses)/gains on investment securities and déraat.............cccccveveeeeennnn. (12.4) 18.3 18.1
Gain on sale of equity method inVeStmMents ...coovvvveveeeeiivviiiiiennn, — 18.9 18.9
Gain on sale of Property business — — 245.3
Other investment inCOMe............cc.eeeesveeemee 0.7 2.5 3.6
Investment (10SSES)/gaiNS, NEL........c.oiicceeeeee et $(11.7) $39.7 $285.9

On April 1, 2014, the Group completed transactwhgh resulted in the disposal of its Property hass and
simultaneously recognized a 40% share in a newhpdd joint venture, THRE, which was accounted foaa equity method
investment. The Group recognized a gain on dispdghke Property business of $245.3m during the gaded December 31,
2014 and subsequently recognized a gain of $18r9disposal of THRE when it disposed of its 40% star June 1, 2015.

During 2014 the Group also disposed of its 50%estakntrinsic which had been accounted for ascritg method
investment, recognizing a gain on sale in 20141&.9m.

Purchases, Sales, Settlements and Maturities

Cash flows related to investment securities foryéers ended December 31, 2016, 2015 and 201dyammarized as
follows (in millions):

2016 2015 2014
Sales, Sales, Sales,
Purchases settlements Purchases settlements Purchases settlements
and and and and and and

settlements maturities settlements maturities settlements maturities
Trading securities....... $(81.6) $5.0 $(40.3) $5.3 $(118.6) $—
Available-for-sale

securities ................ — 31.6 — 40.6 (3.1) 57.1

Total cash flows..... $(81.6) $36.6 $(40.3) $45.9 $(121.7) $57.1




Note 7—Goodwill and Intangible Assets

Henderson’s goodwill and intangible assets are saized below (in millions):

Foreign
December 31, currency December 31,
2015 Impairment Amortization translation 2016
Indefinite-lived intangible assets:
Investment management
agreements ........ceeeeeeeuveeeenneennne. $401.7 $(4.9) $— $(62.0) $334.8
Definite-lived intangible assets:
Client relationships ..........ccccvveeee. 135.3 — — (8.4) 126.9
Accumulated amortization............ (54.7) — (14.7) 9.0 (60.4)
Net intangible assets ................. $482.3 $(4.9) $(14.7) $(61.4) $401.3
GoodWill .....c.veveiieieiiiiicec e, $866.9 $— $— $(125.4) $741.5

The opening goodwill balance originates from theowss acquisitions the Group has undertaken. Tivere no
accumulated impairment losses in relation to gobbdwiat December 31, 2016 or 2015.

Definite-lived intangible assets represent clietationships, which are amortized over their estmidives using the
straight-line method. The estimated lives of thertlrelationships vary and range from three yeaesght years.
Indefinite-lived intangible assets represent cart@yestment management contracts where the Grquegres both the renewal
of the contracts and the cash flows generateddm tio continue indefinitely.

Foreign currency translation movements in the tpbimarily relate to the translation of the intavlgi assets and
goodwill balances from the Group’s functional cae of GBP to the presentational currency of USIhgishe closing
foreign currency exchange rate at the end of egyptrting period. The balance also relates to testation of foreign
currency intangible assets to the functional cuayesf the Group.

Amortization expense was $14.7m, $15.5m and $1308ithe years ended December 31, 2016, 2015 andl 201
respectively. Expected future amortization expesseimmarized below (in millions):

Year ended December 31, Amount

Lo ] = | $65.6

Impairment Testing

The 2016 impairment test of indefinite lived intérlg assets indicated an impairment loss of $4201% and 2014:
$nil) which has been recognized within ‘amortizatand depreciation’ in net income during the yeatesl December 31,
2016.

The 2016 and 2015 impairment tests of goodwill gred2015 impairment test of indefinite-lived int#rlg assets
indicated that in each case, the estimated fairevekceeded the carrying value and as such, ndarimgrat losses were
identified on these assets.

Definite-lived intangible assets are tested foramment if there is an indication of impairment. Mdicators of
impairment were identified.

Note 8—Equity Method Investments

Equity method investments of $0.2m and $4.3m wecegnized on the Group’s Consolidated Balance Shitigin
‘other non-current assets’ as at December 31, 208162015 respectively.



The Group holds interests in the following equitgthod investments including joint ventures managealigh
shareholder agreements with third party investmrspunted for under the equity method:

Country of
incorporation 2016 2015
and principal Functional Percentage Percentage
place of operation currency owned owned
Northern Pines Henderson Capital GP LLC........... USA usD 50% 50%
Northern Pines Henderson Capital LLC .............. USA USsSD 50% 50%
Optimum Investment Management Limited............ UK GBP 50% 50%

During 2016, the Group received a share of progitfits equity method investments of $0.7m. An impant loss of
$3.8m was also recognized in relation to the Grespareholding in Northern Pines as a result ofluésion to wind up this
joint venture. The Group’s share of net loss frajuiy method investments recognized within net meavas $3.1m at
December 31, 2016 (2015: $1.0m, 2014: $3.4m).

During 2015, the Group completed two separate &@imns in relation to its equity method investnse@n May 29,
2015, the Group acquired the remaining 58.6% ofttege capital of 90 West. As a result, the Grdatpioed control rights to
this equity interest triggering the entity to be@asubsidiary of the Group and to be consolidat¢de Consolidated
Financial Statements. The total cost recognizethiacquisition of 90 West was $9.3m, comprisiagaash consideration of
$3.3m, deferred consideration of $2.2m and thevidiue of existing ownership of $3.8m.

On June 1, 2015, the Group sold its 40% equity@stdn THRE for consideration of $128.8m. The stweent had a
carrying value of $111.5m. The $18.9m gain ontifaasaction (including $1.6m consideration for share of net assets fair
valued) is recorded within investment gains/(logsest in the Consolidated Statement of Comprekerisicome.



Note 9—Fair Value Measurements

The following table presents assets, liabilitied esdeemable noncontrolling interests presentelderinancial
statements or disclosed in the notes to the fimdsthtements at fair value on a recurring bastf &ecember 31, 2016 (in

millions):
Fair value measurements using:
Quoted prices in
active markets Significant
for other Significant
identical assets observable unobservable
and liabilities inputs inputs
(Level 1) (Level 2) (Level 3) Total
Assets:
Investment securities—trading ............ccoceeeeeeeeenns $66.1 $13.1 $—  $79.2
Investment securities—available-for-sale... .ouuu... 0.4 — — 0.4
Investment securities of consolidated VIEs—trading 128.2 117.1 42.7 288.0
Investment securities of consolidated
VIEs—available-for-sale ...............ccvvveeeeeeeeen, 20.3 54 — 25.7
Derivatives in consolidated seed investments
(included in ‘other current assets—VIES') ........ 3.4 0.6 — 4.0
Total ASSELS.....cccuvieeiiiieeceie et $218.4 $136.2 $42.7 $397.3
Liabilities:
Derivatives in consolidated seed investments
(included in ‘other current liabilities—VIES')..... $1.3 $2.2 $— $3.5
Financial liabilities (included in ‘other current
HADINTIES") ..vee e e 16.2 — — 16.2
Contingent consideration (included in ‘other
non-current liabilities’) ........cccccvvveieveccieee, — — 25.5 25.5
Deferred bonuses ............ccoovvvviiiiiiiceeeeeeenn — — 42.9 42.9
Index swaps (included in ‘other current liabilities. — 0.8 — 0.8
Total return swaps (included in ‘other current
HADINTIES") ..vee e e — 11 — 11
Foreign currency forward contracts (included in
‘other current liabilitieS”) ...........vvvvvvimemmiiiiieeeenn. — 3.2 — 3.2
Total liabilitieS ..........ccoveeiiiiiicicceeeee e, $17.5 $7.3 $68.4  $93.2
Redeemable noncontrolling interests: .........ccccee....... $— $— $158.0 $158.0
Total liabilities and redeemable noncontrollinggirgtsts $17.5 $7.3 $226.4 $251.2




The following table presents assets, liabilitied esdeemable noncontrolling interests presentelderinancial
statements or disclosed in the notes to the fimdstatements at fair value on a recurring bastf &ecember 31, 2015 (in
millions):

Fair value measurements using:

Quoted prices in

active markets Significant
for other Significant
identical assets observable unobservable
and liabilities inputs inputs
(Level 1) (Level 2) (Level 3) Total
Assets:
Investment securities—trading ..............ccceeeennn... $54.4 $14.4 $—  $68.8
Investment securities—available-for-sale.....co... 14 22.4 — 23.8
Investment securities of consolidated VIEs—trading 59.3 80.9 58.2 198.4
Investment securities of consolidated
VIEs—available-for-sale ..............ccoeviieeeccnnnen. 8.4 — — 8.4
Derivatives in consolidated seed investments
(included in ‘other current assets—VIES’) ....uu.. 2.1 1.1 — 3.2
Total return swaps (included in ‘other current &s$e
........................................................................... — 1.3 — 1.3
TOtal ASSELS...ccuvieivieiiieeciie et mmmee v $125.6 $120.1 $58.2 $303.9
Liabilities:
Current portion of long-term debt(1) ........coummee... $223.1 $— $— $223.1
Derivatives in consolidated seed investments
(included in ‘other current liabilities—VIES')...... — 0.3 — 0.3
Financial liabilities in consolidated seed investihse
(included in ‘other current liabilities’) .....co....... 12.9 — — 12.9
Contingent consideration (included in ‘other
non-current liabilities’) ........cccccvvveiiveccieee, — — 19.5 19.5
Deferred bonuses .........covuviiiiieiiiii e — — 35.7 35.7
Index swaps (included in ‘other current liabilitles. — 0.9 — 0.9
Total return swaps (included in ‘other current
HADINTIES") ..vee e e — 0.6 — 0.6
Foreign currency forward contracts (included in
‘other current liabilities”) ......vvvevevii e, — 5.9 — 5.9
Total liabilities ........coovveeiiiiiee e, $236.0 $7.7 $55.2 $298.9
Redeemable noncontrolling interests:...................... $— $— $82.9  $82.9
Total liabilities and redeemable noncontrollinggirgtsts $236.0 $7.7 $138.1 $381.8
(1) Carried at amortized cost and disclosed atviline.

Non-recurring fair value measurements primarilatelto goodwill and intangible assets which areledignated as
Level 3. See Note 7—'Goodwill and Intangible As&ets



The changes in fair value of the Group’s Level@&irang items for the years ended December 31, 20862015, are
as follows (in millions):

Year ended
December 31,
2016 2015

Assets:

Beginning of Year fair VAIUE ..........c.oi i oeeee ettt e e e e e e e e e s $58.2 $92.8
F X (o 11 To] o = S TP TP PPPPPPPP 04 0.7
TS 010 1S LRSS — (35.2)
Movements recognized iN NEL INCOMIE ......uuiueuui i e e e e e e e aae s (17.5) 24.2
Movements recognized through other comprehensn@M ................evveiiiiiiiiiiiieeee e e 10.4 (5.9)
Recycled from other comprehensive inCOmMe t0 NEIMTEE.............ovvviieeriiiiciiiiiie e e e — (14.2)
FOreign CUrrenCY tranSIAtioN ...........cuviiieieieiieieie e e e e e e e r e e e e e e s eeeeaeeeeseeennnreennees (8.8) (4.3)

ENd Of YEAI AN VAIUE ......eeiiiiiii ittt ettt e e e e et e e et eeetae e e eateeenaeeeeaneas $42.7 $58.2

Level 3 financial assets represent trading investreecurities held by consolidated VIEs.
Year ended December 31,
2016 2015
Redeemable Redeemable
Contingent Deferred noncontrolling Contingent Deferred noncontrolling
Consideration Bonuses interest Consideration Bonuses interest

Liabilities and redeemable
noncontrolling interests:

Beginning of year fair value $19.5 $35.7 $82.9 $16.1 $34.5 $44.9
Additions ..........ccceveeninen 10.0 — 97.0 4.4 — 41.9
Movement in bonus

deferrals ......cccccceeeeennn. — 14.2 — — 3.1 —
Foreign currency

translation .................... (4.0) (7.0) (21.9) (1.0) (1.9) (3.9)

End of year fair value .......... $25.5 $42.9 $158.0 $19.5 $35.7 $82.9

Valuation techniques and significant unobservafyielis used in the valuation of material Level gebeing the
Group’s private equity investments designatedadirig securities within ‘investment securities ofisolidated VIES’ on the
Group’s Consolidated Balance Sheet for the yeals@December 31, 2016 and December 31, 2015 wdo@ss (in
millions):

Fair Valuation Significant
As at December 31, 2016  value techniques unobservable inputs Range (weighted average)
Investment securities
of consolidated
VIEs—trading $42.7 Discounted cash flow Discount rate 12.0% - 30.083Lo
EBITDA multiple 8.7-11.0(9.1)
Price-earnings ratio 17.2-24.0 (18.4)
Fair Valuation Significant
As at December 31, 2015  value technigue unobservable inputs Range (weighted average)
Investment securities
of consolidated
VIEs—trading $58.2 Discounted cash flow Discount rate 12.0% - 50.021®2%6
EBITDA multiple 12.0 - 28.4 (15.0)
Price-earnings ratio 26.7 - 36.7 (28.5)

The Group’s other Level 3 recurring fair value measnents include redeemable noncontrolling intsrasd
contingent consideration—see Note 13 and Note feively for information on these balances and tkey unobservable
inputs.



Transfers between Fair Value Levels

During 2016, there was a $3.8m transfer betweeelLand Level 2. There were no other transferwéen Level 1,
Level 2 or Level 3 during the year (2015: nil).

Note 10—Debt

Debt at December 31, 2016 and 2015 consisted dbtlosving (in millions):

December 31, December 31,
2016 2015
Carrying Fair Carrying Fair
value value value value
7.25% Senior Notes due 2016 ............cocceeeeeeennnne $— $— $220.9 $223.1

Fair Value of Debt

The fair value of debt was determined using brakestes and any recent trading activity for the sdisted above,
which are considered Level 1 inputs.

7.25% Senior Notes due 2016

In March 2011, Henderson issued £150.0m ($240.4m)25% Senior Notes due 2016 (‘2016 Senior Notesiich
were unsecured, unrated and repayable in full orcMa4, 2016. The 2016 Senior Notes paid inteted25% semi-annually
on March 24 and September 24. The interest orodre hotes was amortized over the 5 year term éodst expense in the
Consolidated Statement of Comprehensive Income20té Senior Notes were repaid in full at theirumigg on March 24,
2016.

The Group was in compliance with all covenantschiga to the 7.25% Senior Notes up to the datepafyraent. The
covenants included the requirement to provide eatfcany actual or potential default event andptteparation of audited
accounts for each accounting period.

Note 11—Income Taxes
Income Tax Expense

The components of the Group’s provision for incdmees are as follows (in millions):

Year ended
December 31,

2016 2015 2014

Current

I Lo £ B0 S PSPPI $31.5 $9.9 $38.6

[ =To [T - PSRN 1.1 3.8 12.7

State AN IOCAI ......vveiiiiiiiiiee e e ————— — 0.5 1.3
Total CUMTENTE INCOME TAXES ....vvveeeeeeee e et ee e e e e e e e e e e e e e reeeeeeeeeas $32.6 $14.2 $52.6

Deferred

NON-US ..ottt eeemeee ettt e et e et et ee s e e s et en s s $(1.0) $(6.0) $3.6

=0 =T - P 3.0 (2.0) (3.3)

State and 10CAl ........cooviiiiiiiiii e ———— — (0.1) (0.3)
Total deferred income taxes/(DENEFILS) .....ceueeeeeiiiiiiieeiieie e $2.0 $(8.1) $—

Total iNCOME taX EXPENSE ......eveiieeie et eeeeee ettt e e et tee e e eae e eaaea e $346 $6.1 $52.6




Income tax expense has been based on the follav@imponents of total income before taxes (in mikijpn

Year ended
December 31,
2016 2015 2014
[N ] B O 1 T $212.0 $329.7 $527.4
U ettt et eeee ettt ettt r s (0.1) 7.8 36.2
Total iNCOME DEFOrE tAXES ...vvveieee ettt $211.9 $337.5 $563.6

The Group’s top holding company is tax residerthemUK and is subject to the tax laws and regutetiof that
country. The following is a reconciliation betwettie UK statutory corporation tax rate and the ¢ffectax rate on the
Group’s income from operations.

Year ended
December 31,
2016 2015 2014

UK statutory COrporation tax rate ...........cccccervereerireereeesesisiinrininieeeees ammmm s 20.0% 20.3% 21.5%
Effect of foreign taxX ratesS...........vev i i ee e 1.1)% (5.99% (3.3)%
Impact of Property diSPOS@l(1) ....uueeeieeeieeieeeeieiiieieieiir e e e e e s s e e e — (23)% (5.49)%
Equity-based COMPENSAtiON ............cuviviiviiieiiiiii e eerme s B.4)% B.7% (0.9)%
Finalization of positions with HMRC(2) .......ccccriiiiiiiiiiiieee e 0.8)% (3.1)% (1.0)0%
TaX AQJUSIMENES ... uiiiiiiiiee e i et reeeenre e e e e e e e e e s s s er e e e e e e e e seeransenennees 0.6% 0.3% (1.0)0%
Non-deductible costs associated with the Merger(3)..........ccoovvvvvvvieeeneeennn. 0.8% — —
Impact of changes in statutory tax rates on dedaiares e (1.9)%  (2.4)% 0.2%

Taxes applicable tO Prior YEAIS ............cowwwmevenrniiis e niee e e e ee e e e ee e aa s 0.9% (1.00% (0.1)%
1O 11 = SR 1= SO PEERRSRR 0.1% (0.3)% (0.4)%
Effective income tax rate, controlling iINtereSta........cooeevviviiieceeiiinieieeee, 15.2% 1.9% 9.6%
Net income attributable to noncontrolling interests............ccccov v vveeeicciiens 1.1% (0.1)% (0.3)%
Total effective iNCOME taX Fate ..........coiieeeeeriiie e e 16.3% 1.8% 9.3%

(1) This incorporates the tax impact of the dispo§the Property business during 2014 and theadiapof THRE during
2015.

(2) Her Majesty’s Revenue and Customs (‘HMRC"), &athority of the UK.
3) This relates to the proposed merger with J&aystal Group Inc.

The Group operates in several taxing jurisdictiarmaind the world, each with its own statutory taberand set of tax
laws and regulations. As a result, the future béehalverage statutory tax rate is dependent on elangsuch laws and
regulations and the mix of profits and losses ef@roup’s subsidiaries. The Group expects the klérderage statutory tax
rate to increase subsequent to the proposed maitipedanus Capital Group Inc.

During 2016, the Group came to a settlement withR@Mn respect of an on-going audit of various sdibsies in the
UK involving a number of tax years, resulting iaraall tax benefit for the Group. During 2015, the@ came to a settlement
with HMRC in respect of the treatment of certaimpensation expenditure paid to our staff in prieang. This settlement
allowed the Group to claim a deduction in respécioonpensation expenditure incurred in prior yegigng rise to a one-off
tax credit of $10.5m in 2015. The tax benefit agsin 2014 resulted from the finalization of pri@ar returns by HMRC.

In March 2016, the FASB issued accounting guiddhaesimplifies several aspects of the accountimg f
equity-based payment transactions, including therime tax consequences of such transactions. THargie requires that on
exercise of equity-based awards, tax benefits teex of or falling short of the cumulative book gemsation expense should
be recognized as an income tax benefit or expendeiincome statement. The Group early adoptedgtidance effective
January 1, 2014, on a prospective basis. Adopfidheoguidance resulted in the Group recognizingnaome tax benefit of
$7.6m for the year ended December 31, 2016 and#ilfhr the year ended December 31, 2015 and $8thé year ended
December 31, 2014.

During 20186, tax legislation enacted in the UKeduce the corporation tax rate in future yearsliedin a $4.0m net
non-cash benefit (2015: $8.1m benefit and 201%&1flexpense) related to the revaluation of certafierded tax assets and



liabilities. The UK corporation tax rate is dueréaluce from 20% to 19% with effect from April 1,1220and then to 17% with
effect from April 1, 2020.

Deferred taxes
The significant components of the Group’s defeteedassets and liabilities are as follows (in roik):

December 31,

2016 2015

Deferred tax assets:

Compensation and staff benefits ..........cccceeieii i, $16.5 $21.2
LOSS CarrYfOrWAITS ....uiiiiiiei e et e s e e e e e e e e e e e aaaaaaaeeeeeannes 18.8 22.8
ot ot (0 1= To I 1= o111 1.1 4.3
L 1 1 SO UPUP R PPPPRPSPPON 1.2 1.9
Gross deferred tax aSSELS .....cciiiiiiii e 37.6 50.2
Valuation @lIOWEANCE .........uuuveieiiie s e e e e et e e e e e e e aeeeeeeeeeeaesessrensearnrnnnnanes (18.8) (22.8)
Deferred tax assets, net of valuation alloWanCe..............ccoecvvivvivirieie s $18.8 $27.4
Deferred tax liabilities:

RetiremMeNt DENETILS. ....ccciiiiiiee e $(19.2) $(24.6)
Goodwill and acquired indefinite-lived intangibles (36.0) (48.3)
Acquired finite-lived intangibles (23.2) (28.2)
L 11 1 USSP UPUPRP PRSP (2.8) (0.2)

$(81.2)  $(101.3)
$(62.4)  $(73.9)

Deferred tax assets and liabilities that relath&same jurisdiction are recorded net on the GsoQpnsolidated
Balance Sheet as non-current balances as followsi(lions):

December 31,

2016 2015
Deferred tax assets, net (included in ‘other nomesu assets’)......cccccvvveveeveeeeeeennnnn. $8.3 $12.4
Deferred tax llabilities, NEt.........cooi i (70.7) (86.3)
Net deferred tax (lHabilitieS).........uvuiiiccceiiiiie e $(62.4) $(73.9)

At December 31, 2016, the Group had tax loss aammdrds accumulated in certain tax jurisdictionthie aggregate
of $102.0m (2015: $120.4m); approximately $2.6mL&(2.7m) of which will expire in 2018 and the drate will carry
forward indefinitely. The decrease in tax loss yamvards from 2015 to 2016 of $18.4m resulted fritve impact of foreign
currency translation on non-USD denominated los§&49.2m offset by adjustments due to tax retilimgs and additional
tax losses arising in 2016.

A valuation allowance has been established agtiasteferred tax assets related to the Group’®ssxcarryforward
where a history of losses in the respective tagdgiotion makes it unlikely that the deferred taset will be realized or where
it is unlikely that the Group would generate suéfitt taxable income of the appropriate characteeatize the full benefit of
the deferred tax asset. The decrease in the vatualliowance from 2015 to 2016 primarily relatedte impact of foreign
currency translation on non-USD denominated baknce

Goodwill recorded in connection with the Genevauggition has been reduced during the year by theuaof the
tax benefit realized from tax-deductible goodwill.

The enacted tax rate reductions during 2016 irileesulted in the Group realizing a net deferigdlienefit of
$4.0m (2015: $8.1m) on the revaluation of certafeded tax assets and liabilities, primarily riglgtto the Group’s deferred
tax balances on acquired indefinite-lived intangghlcompensation and staff benefits and retireimemefits.

The Group has made no provision for income taxesnalistributed earnings of foreign subsidiariesliaglends
distributed by foreign subsidiaries to their dirpatent and ultimately to the Group’s top holdingpany attract no additional
tax.



Unrecognized tax benefits

The Group operates in several tax jurisdictionsandmber of years may elapse before an uncearipdsition, for
which the Group has unrecognized tax benefitsnally resolved. The following is a reconciliatiofthe beginning and
ending amount of the Group’s unrecognized tax beng@h millions):

2016 2015 2014
Balance, as of JANUAIY 1 .......ccccoouiiiiieeeee e $18.4 $19.1 $25.7
Additions for tax positions Of CUIMTENt YEAT ..ueweeeeeevee i — 1.0 3.5
Reductions for tax positions of Prior YEars ...cccccccveeeeeiecccciiiiiiieieeeeee e, — (0.6) (3.5
Settlements with taxing authorities..........ccoeeciiiiiirne e, (13.1) — (5.1)
Foreign currency translation.............cccceeeee e (2.8) (1.1) (1.5)
Balance, as 0f DECEMDET 31 ... ....uvueeie et ee e e $25 $184 $19.1

The entire unrecognized tax benefits, if recognizeslld favorably affect the Group’s effective taxe in future
periods.

The Group recognizes interest and penalties onrtaicgax positions as a component of the incometavision. At
December 31, 2016, 2015 and 2014 the total acéntexbst balance relating to uncertain tax posstismas $0.7m, $1.2m and
$0.8m respectively. Potential penalties at DecerBieP016, 2015 and 2014 were insignificant ancehaot been accrued.

The Group is subject to U.S. federal income taatesand local income tax, UK income tax and inctemen several
other jurisdictions, all of which can be examingdtie relevant taxing authorities. For the Group&or tax jurisdictions, the
tax years that remain open to examination by thiegeauthorities at December 31, 2016 are 2013oamdards for Federal tax
and a number of States tax, with a handful of Sthseing open years from 2009 and onwards for Lipeny; 2015 and
onwards for the United Kingdom; and 2014 and onwdod the Netherlands.

During 2016, the Internal Revenue Service (‘IR®)ntnenced examination of the Group’s U.S. fedesafitiag for
the year ended December 31, 2014. In additionnabeun of tax years from 2005 onwards remain opem fonited number of
subsidiaries in the UK while cases involving ottepayers are being litigated through the judisiatem, the results of which
will resolve the Group’s position for these opeange While examination outcomes are subject tofsdgmt uncertainty, they
are not expected to be material as the Group lcagmnézed a tax benefit only for those positiong thaet the more likely than
not recognition threshold. It is reasonably possthkt the total amounts of unrecognized tax beneiil change within the
next twelve months due to completion of tax autiesi exams or the expiration of statutes of litidas. Management
estimates that the existing liability for uncertta positions could decrease by approximately n#i0.8m within the next
twelve months, ignoring changes due to foreignenay translation.



Note 12—Other Financial Statement Captions

Other current assets on Henderson’'s ConsolidatethBa Sheet at December 31, 2016 and 2015, conthdse
following (in millions):

December 31,

2016 2015
Other CUIMTENT @SSELS .ottt e e eese e e e e e e e s e e st e e e e e e e eeessssnre e aneeeaeeaenens $135 $17.1
[ =T 0= Vo I =3 d 0= g Y= EPRERR 10.8 10.9
Deferred acqUISItION COSES ......uuiuiiiiiie i e et e e e e e e e s rere e e e e s e s nnneeeee e 3.3 5.7
(OU ] g=To A oTo ]y oTo] =i o] o 1 - PSPPSR 0.9 1.3
Total Other CUIMENT ASSELS......ccoei i e e e e e e $28.5 $35.0

Other non-current assets on the Consolidated Bal8heet of $8.5m as at December 31, 2016 (20159%)6
primarily relate to deferred tax assets.

Other accrued liabilities and other current lid@B on Henderson's Consolidated Balance Sheeteg¢imber 31,
2016 and 2015, comprise the following (in millions)

December 31,

2016 2015
Accrued commissions $41.0 $40.5
ACCIUE FEDALES .. .o e et e et e e e e et e e e e e e et e e e e e eeabaaeaaeaees 23.4 22.4
Other accrued abilIIES.............uuuvurmemmmeee e e e e e e 41.9 54.9
Total other accrued abilitiES ..........coi e e $106.3 $117.8
(U] = To | aoTo]q oTo] =\ ile] I - S $17.6 $16.4
Deferre@d INCOME . ...t e e et e e e e ee et e eaaes 0.5 1.5
Other current abilitIES ......coooi e e e earaaens 17.3 22.4
Total other current AabIlItIES .........ccvceeeeeeeeeeee e $35.4 $40.3

Other non-current liabilities on Henderson’s Coidaiked Balance Sheet at December 31, 2016 and 20tiprise
the following (in millions):

December 31,

2016 2015
Other non-current accrued abilities ... ..o $11.4 $14.7
Non-current tax labilitieS............ooiiii e 2.1 15.1
(@1 g1=T o =10 1 0] =3 U RP PPt 25.5 19.6
Total other non-current iabilitieS ..........ceeeeiiiii e $39.0 $49.4

Other creditors included within other non-curreabilities primarily comprises deferred considesatpayable on the
acquisition of Geneva and Perennial. Other nonectiriccrued liabilities primarily represents th@4torrrent portion of
onerous lease obligations as at December 31, 200 @15 respectively. On the acquisition of New &tad Gartmore, the
Group became party to three material operatingekeasrespect of 1 Knightsbridge Green, LondonaBdelot Place, London
and Rex House, Queen Street, London. At the reppdate, the lease in respect of 1 KnightsbridggeGhad expired and the
onerous leases in respect of the other two offigedor a further period of six years and nine gaaspectively. At the
cease-use date of these properties a loss contipngeet of expected sub-lease rental income, wasgrezed in respect of
these properties as an accrued liability on theu@soConsolidated Balance Sheet at the net presdéunt of the net expected
future cash outflows.



Note 13—Noncontrolling Interests
Nonredeemable Noncontrolling I nterests

Noncontrolling interests in net income for the yeanded December 31, 2016, 2015 and 2014 of ai&isl.7m and
gains of $1.6m and $7.7m respectively, and nonobimyg interests on the Group’s Consolidated BataBbeet that are not
subject to redemption rights primarily relate towredeemable noncontrolling interests in Henderssia Racific Equity
Partners Il L.P, a private equity fund managedheyGroup.

Redeemable Noncontrolling I nterests

As of December 31, 2016, redeemable noncontraifiteyests of $158.0m (2015: $82.9m) representedicer
noncontrolling interests in consolidated funds tmak the Group has invested seed capital. Nonclinggonterests in funds
are classified as redeemable noncontrolling intenglere there is an obligation on the fund to refpase units at the
investor’s request.

Redeemable noncontrolling interests in consolidéted products may fluctuate from period to peréodi are
impacted by changes in the Group’s relative owriprglrcentage, changes in the amount of third-gauystment in seeded
products and volatility in the market value of ffeeded products’ underlying securities. Third-peetiemption of investments
are redeemed from the respective product’s netsaaed cannot be redeemed from the assets ofs#tbded products or from
the assets of the Group.

The following table shows the movement in redeemabhcontrolling interests in consolidated fundstifie year
ended December 31, 2016 (in millions):

OPENING DAIANCE.......ceiiiii ittt e et e e e et ae e e e ettt e e e e ebaee e e e saabaeeeeaans $82.9
Changes in market value:

CONSONAALEA VIES ......eiiiiiiiiiie ettt e ettt ettt et e e e s sttt e e e s sbn et e e e s anbeeeeeanes 35.3
Changes in ownership:

(@0 g 1STo] o F= =0 IV ] RS 3.7)

CONSONAALEA VIES ......eiiiiiiiiiie ettt e ettt e st e e e s et et e e e s bn e e e e sanbeeeeeenes 65.4
FOreign CUrrenCY tranSIatioN ...........oiiiiieieiciieieiir e e e e e e s e st e e e e e e e e essne e reeaeaeeeses s s nennes (21.9)
ClOSING DAIANCE.......eiiieiiee ettt e a e st e e e s e b e eee e $158.0

Changes in ownership during the year ended DeceB81he2016 represent the dilution of the Group’s&tment in
consolidated funds as a result of increases id fharty investments and the deconsolidation of¢amsolidated funds as a
result of disposal of the investments.

Note 14—Long-Term Incentive Compensation

The Group operates a number of stock-based comipemgians, being the Restricted Share Plan, Engg@&hare
Ownership Plan, Long-Term Incentive Plan, DefeiEgdity Plan, Buy As You Earn Share Plan, Comparar&ption Plan,
Executive Shared Ownership Plan and SharesaveRlaher details on the material plans in operatiorng 2016 are set out
below:

Deferred Equity Plan (‘DEP’)

Employees who receive cash-based incentive awaetsaopreset threshold, have an element defertezldéferred
awards are deferred into the Company’s sharesf@droup managed funds. The DEP trustee purcl@s®pany shares and
units or shares in Group managed funds and hotats th trust. Awards are deferred for up to thresry@nd vest in three equal
tranches if employees satisfy employment condititrsach vesting date. Those employees who elezteatticipate in the
2011 Employee Share Ownership Plan (‘(ESOP’), hait thstricted shares, upon vesting, automaticediysfer into the 2011
ESOP as purchased shares. They attracted matdtangsssubject to the performance and employmemitimms of that plan.



The 2013 DEP had a matching share element wherbgess, excluding Executive Directors, were awarcieel
matching share for every three restricted sharkekihérust on the third anniversary of the awabdhe third of the restricted
shares became unrestricted on each anniversany.diployee requested to receive any of the uiutestishares prior to the
third anniversary, the related matching shares fgafeit. Forfeiture conditions applied in the cagdeavers. A matching
share element is not included on any DEP schemasdad for later years.

The expense of deferred short-term incentive awiaroscognized in net income over the period oédet on a
graded basis, the fair value of which is determibggrevailing share price or unit price at graated

Employee Share Ownership Plan (‘(ESOP’)

The 2011 ESOP enabled all staff, including Exeaubdirectors, to defer part of their cash-basedritice awards up
to a specified limit through the purchase of Conypstmares. The 2011 ESOP awarded up to three mgtshares for every
share purchased depending on the performance @rihgo’s total shareholder return (‘TSR’) and Compahare price. The
matching shares vested on the third, fourth arld &ihniversaries, if the conditions have been metach anniversary. At the
end of 2015, the TSR performance condition allofee® matching shares on one third of the purchabades that vested in
May 2016 (2014: 0.5 matching shares, 2013: 1.5 mrajcshares).

Restricted Share Plan (‘RSP’)

The RSP allows employees to receive shares indingo@ny for nil consideration at a future point,alsuafter three
years, and are recognized in net income on a graasd. The awards are made typically for staffuitment and retention
purposes—all awards have employment conditiondangeér awards generally have performance hurdlles.Remuneration
Committee approves all awards to Code Staff (bemgloyees who perform a significant influence fiorct senior
management and risk takers whose professionalitiesicould have a material impact on a firm’s nskfile), any awards
over £500,000 and award vestings that exceed £80J0@ fair value of the shares granted is theagemtra trading price of
the preceding five business days.

Buy As You Earn Share Plan (‘BAYE’)

The BAYE is a HMRC approved plan. Eligible employgrirchase shares in the Company by investing ryonih
to £150 (annual limit £1,800), which is deducteahirtheir gross salary. For each share purchasedrfgrship share’), for no
additional payment, two free matching shares arsr@®d. Matching shares will be forfeited if purabishares are withdrawn
from the trust within one year. The internationaision of the BAYE operates on a similar basiga of the UK, but each
purchased share is matched with one partnership,sivhich is not subject to forfeiture.

Sharesave Plan (‘'SAYE’)

The SAYE is a HMRC approved plan. UK employees pagicipate in more than one scheme but only up to
maximum of £500 per month across all schemes. Byaplowho participate in the SAYE contribute a myréimount from
their net salary to a savings account. The SAYHEnggperiod is three years for UK employees.

At the end of the three year vesting period, thplegees in the 2016 SAYE can exercise their shptiems using the
funds in their savings account, to subscribe fares at a preset price. This was £2.06 per shai& (BAYE: £2.27 and 2014
SAYE: £2.14), a 20% discount to the average shace five business days prior to the award. Empayeave up to six
months after the three year vesting period to éseitheir options and subscribe for shares. Fariprovisions apply in the
case of approved and unapproved leavers.

The USA Employee Share Purchase Plan (‘ESPP’) tgseca the same principles as the UK SAYE, butahiago
year savings period and a lower discount at 159016 the preset option price was $3.12 (2015 E$BB5 and 2014 ESPP:
$3.81). Employees may participate in more thanmae, but only up to a plan maximum of $312.50penth across all
plans.

Company Share Option Plan (‘CSOP?’)
The CSOP is a HMRC approved share option plantvéhmaximum value of unvested options at any timéed to

£30,000 for UK employees. No such restrictions g overseas employees. Employees can buy Comglzargs after a
three year vesting period at an option price fiaethe start of the scheme. There are no Groupmeaihce conditions attached



to the options, only employment conditions that thgssatisfied, and the exercise period is twosjeahile US employees
have three months to exercise. Executive Directoesiot eligible to participate in the CSOP, beythmay hold awards made
prior to their executive appointment. The CSOP pkare valued using the Black Scholes Option Prislogel and recognized
in net income on a straight line basis. The 201®E 8ption price was £2.61 (2015 CSOP: £2.85 and ZHOP: £2.67). The
2013 CSOP became exercisable for UK employees iih 2qiL6. The option price was £1.58. The 2014 CS@B available to
exercise for US employees in April 2016 as the I EO@ is a two year plan.

Executive Shared Ownership Plan (‘EXSOP’)

The ExSOP is an employee share ownership plansasidhied at encouraging employee share ownershiidalie
management level. Executive Directors do not piadte in the EXSOP.

Certain employees are invited to acquire jointlithvan employee benefit trust, the beneficial iegttin a number of
Company shares under the terms of a joint owneisfipement (‘(JOA’). Under a JOA, the employee hdhefit from any
growth in value in excess of a hurdle price fixétha time of the award subject to employment cimas being satisfied on
the vesting date.

The ExSOP scheme is valued using the Black Scligi¢isn Pricing Model and is recognized in net ineoom a
straight line basis. For the 2016 ExSOP, the markee at grant was £2.50 (ExSOP 2015: £2.82 ai@CHEXx2014: £2.68) per
share. The hurdle price was set at £2.84 (20181£d 2014: £2.92) per share. The shares haveaybar vesting period
with a subsequent two year exercise period. Th@ EXSOP became exercisable for employees in Apdib2vith a market
price at grant of £1.58 and a hurdle price at £1.72

Long-Term Incentive Plan (‘'LTIP’)

The LTIP awards provide selected employees resttishares or £nil cost options that have employrmemditions
and performance conditions attached as shown b&owloyees who have been awarded such optionsfivevgears to
exercise their options following the three yeartvegsperiod for 2013 LTIP and five and four yeavskercise their options
following the three and four year vesting periodspectively) for 2014 LTIP 2014. Two thirds of @@15 and 2016 LTIP can
be exercised from the end of the year three andtortefrom the end of year four.

Amount
2014 award criteria vesting
Henderson Group TSR less than the 50th percerititeed=TSE 350 General Financial Services companies... Nil
Henderson Group TSR at the 50th percentile of i@H-350 General Financial Services companies.............. 25%
Henderson Group TSR at or above the 75th percenitilee FTSE 350 General Financial Services congsani.... 100%

If the Henderson Group TSR is between the 50th7&tid percentiles, the amount vesting will increase linear
basis. The Remuneration Committee must also bsfigatithe Henderson Group TSR reflects the undeglgerformance of
the Group. For the 2013 and 2014 LTIP, the perfoiwedurdle was 95% relative to Henderson Group di8R5% on risk and
sustainability metrics. Employees must also sasfiployment conditions at each anniversary datéhfoshares to vest.



The 2015 and 2016 LTIP award vesting and releasigechward are subject to performance againstoilening
performance conditions measured (as appropriags) ov at the end of, the relevant three or foar yeerformance period (in
respect of the first and second tranche of the dwespectively):

2015 and 2016 awards criteria Weighting
Market conditions

[l IS 15 R 25%
PNy G 10O TR 25%
Non-Market

Net FUNA FIOWS CONILION ......ccoiiveie e e e e e e et e e e e ee et e e e s eeeae e eeessessbaneeseeeeaaaaeeees 15%
Investment Performance CONAItION ...........oeeeeieiviiiiee e e e e 15%
Operating Margin CONAItION ............oiiiiiiceeemiiieies e e e e e e 10%
People Strategy CONUITION ..........eie i csmmmme e ettt e s ea e e e e e e aaaaeaeaeeeeeesaesnanes 10%

In respect of the first tranche of the award, aditaahal holding period of two years shall applyrmmencing on the
relevant vesting date, during which time the pgrtint may not sell, pledge, charge, assign, dispbse otherwise transfer
ownership of the underlying share pertaining toatvard, other than to meet mandatory liabilitiestoand/or social security
contributions. In respect of the second tranchith@faward, an additional holding period of one \s¥all apply commencing
on the relevant vesting date with similar condision

The performance period for the 2013 LTIP was coteplen December 31, 2015 and 98% of awards vestagril
2016. The performance period for the first tranch2014 LTIP was completed on December 31, 201638aaf awards will
vest in April 2017. The Monte Carlo model has based to value the options of the 2015 and 2016sphath the
Black-Scholes Option Pricing Model used for plarisqto 2015.

The components of the Group’s long-term incentimmpensation expense for the years ended Decemp20 34,
2015 and 2014 are summarized as follows (in mijon

Year Ended December 31,
2016 2015 2014

DEP oot $175 $18.6 $16.9
LTIP e 7.5 8.7 7.1
RSP 5.1 8.3 9.4
BAYE . 3.0 2.9 13

1.9 2.0 1.6
14 1.7 1.6
0.7 0.8 0.8
0.2 0.6 3.6
37.3 43.6 42.3
DEP Funds—oLiability Settled...............uvimememrieieiiiiiiiiiin e eee e eeeeeeens 35.0 24.6 19.1
SOCIAl SECUIMLY COSES...iiiiiiiiiiiiiii e eees e e e e e s ar e e e e e e s e nenes 13.2 16.5 12.9
Total charge to the consolidated statement of celrgrsive income................. $85.5 $84.7 $74.3




At December 31, 2016, unrecognized and unearnegeosation, based on vesting outcomes as at Dec&thper
2016 on the 2016 LTIP, and the weighted-averagebeumf years over which the compensation costheilfecognized are
summarized as follows (in millions):

Weighted-
Unrecognized average
compensation years
DEP et e e $12.1 1.4
LT P et e e e e e 13.3 2.1
RSP e e e e e e e e 5.9 1.7
B A Y E . ———————— et e e 11 0.6
EXSOP . e aaaa e 2.1 1.7
SO e 15 1.6
SAYE e e a e e e an e 1.1 1.9
Stock-based PaymeNnts EXPENSE .........uu..cummmmmmneeereeeeieereeersrnrinn 37.1 1.7
DEP Funds—Liability settled...............uuimmmemiiiieiiiiiiiiiine e 25.6 1.4
SOCIAl SECUIMLY COSES..uuuuuiiuiiiiiiii it s cceeeeniss s e e e e 16.2 1.6
Total charge to the consolidated statement of cehmgrsive income
=Y 00T 10 Te PSP $78.9 1.6

The Group generally grants annual long-term ineendwards in March and April in relation to annaalards but
also throughout the year due to seasonality ooperdince fee bonuses. The deferred element of the &@ard, not yet
granted by December 31, 2016 and not includeddiable above, totaled $58.8m and will generallygoegnized on a graded
vesting basis over a three-year period. The 20hdargrant is not subject to performance-basedi@eted vesting.

Stock Options

Stock options were granted to employees in 201852Md 2014. The fair value of stock options grdmtethe
Group’s employees in 2016 was estimated on theafaach grant using the Black-Scholes option pgenodel and a Monte
Carlo Model, with the following assumptions:

Black-Scholes Option Pricing Model

Year Ended December 31,

2016 2015
CSOP US CSOP ExSOP SAYE USSAYE CSOP US CSOP ExSOP SAYE US SAYE
Fair value of options granted
(PENCE ..o 33.51 27.01  27.4(C 58.4¢ 64.71 43.4( 37.2¢ 35.7( 70.6¢ 64.71
Assumptions:
Dividend yield.........ccccoeeeiennenne 4.12% 4.12% 4.12% 3.98% 3.98% 3.19% 3.19% 3.19% 3.14% 3.13%
Expected volatilit.................. 30.26% 29.67% 30.26% 29.72%  29.35% 29.50% 28.78% 29.50% 29.38% 27.73%
Risk-free interest rate ............... 0.58% 0.45% 0.58% 0.53% 0.40% 0.70% 0.51% 0.70% 0.79% 0.63%

Expected life (years)................. 3 2 3 3 2 3 2 3 3 2



Monte Carlo Model

Year Ended December 31, 2016,

% Allocation of award Tranche 1 Tranche 2
Fair Values:
TSR—FTSE 350ttt 25 150.8 148.2
TSR—ASX 100 ...cciiiiiiiiiei it 25 159.3 155.0
Non Market Related..........c.cccooiiiiiiiiiiiiciiiiieeeee e 206.4 204.2
FUNA FIOWS ..ottt 15
Investment Performance ................. 15
Growth in operating margin 10
People Strategy ......ceeeiieiiiee e e 10
Assumptions:
Date Of Grant .......ccoiiiiiiiiiiiiiee e March 24 2016 March 24 2016
Start of performance period ..........cccvvvcececceeeeeeieienes Jan 12016 Jan 12016
End of performance period .............ccvvieeeeemveeeeeeenn, Dec 31 2018 Dec 31 2019
Vesting date .........cooeeeeiiiiiiiiiee e March 24 2019 March 24 2020
Share price at grant (PENCE) .........ccevveeeeeeemisieerieeeenn 250.0p 250.0p
Risk free discount rate ............oooecvivveeeeeien s 0.8% pa 1.1% pa
Dividend Yield ..o e e 3.2% pa 3.2% pa
Share price volatility in GBP .........ccccccvvveveeeeeeiiiiis 29% pa 33% pa
Share price volatility in AUD ..........ccovviimmeeeeeiiiniieninnns 28% pa 30% pa

Expected volatility was determined using an avergdenderson’s historical volatility. Expectedelifvas
determined using the vesting periods of each giidr.risk-free interest rate for periods within ttemtractual life of the
options is based on the UK Treasury 3 year couptsnand 2 year coupon rate respectively at grast da

The table below summarizes the Group’s outstandpipns, exercisable options and options vestezkpected to
vest for the years ended December 31, 2016, 204 2@t4:

2016 2015 2014
Weighted- Weighted- Weighted-
average average average
price price price
Shares (£) Shares (£) Shares (£)
Outstanding at January 1... 43,890,407 1.35 50,187,980 0.93 52,457,022 0.62
Granted ......cccccvveeeeiiiiiiinnns 16,251,758 1.53 15,375,429 1.70 14,989,407 1.66
Exercised ........cccccvvvvrennnn. (11,039,274) 0.73 (12,818,494) 0.79 (11,233,911) 0.61
Forfeited.........ccccovevverenennn. (3,542,649) 1.81 (8,854,508) 0.45 (6,024,538) 0.64
Outstanding at
December 31.......c......... 45,560,242 1.53 43,890,407 1.34 50,187,980 0.93
Exercisable(1).......ccccee..... 5,014,642 0.87 2,419,325 0.66 2,642,193 0.92
Vested or expected to vest 24,849,673 0.44 39,184,673 1.13 41,498,497 0.56

Included in the above table is Henderson’s nil €33P options which constitute the majority of feitures.

(1) The number of exercisable options represeststiments for which all vesting criteria have beatisfied and whose
exercise price was below the closing price of theup’s common stock as of the end of the period.



Restricted Stock Awards

The table below summarizes unvested restricted stoards for the years ended December 31, 2016, 20d 2014

2016 2015 2014
Weighted- Weighted- Weighted-
average average average
price price price
Shares (£) Shares (£) Shares (£)
Outstanding at January 1... 26,653,694 1.79 39,546,315 1.44 47,460,263 1.20
Adjustment........cccccevveeeennn. — — 8,210 2.18 — —
Granted ..........coeeeeeviiiieinnns 9,134,443 2.47 6,742,546 2.82 8,177,657 2.51
Exercised .......ccccccvvvvvnnnnnnen (16,862,324) 1.63 (18,464,223) 1.40 (13,480,072) 1.30
Forfeited............ccevvvviennnns (2,459,183) 1.59 (1,179,154) 2.05 (2,611,533) 1.17
Unvested at December 31. 16,466,630 2.46 26,653,694 1.79 39,546,315 1.44

The following table summarizes the intrinsic vatiexercised, outstanding and exercisable optibBeeember 31,
2016 and 2015 (in GBP millions):

December 31,

2016 2015
(S (o1 1Y=To [ £18.9 £26.7
(@ 18] 5] 7= U o [ o SO £47.7 £77.0
EXEICISADIE .. cvviii e e e £7.5 £5.9

Note 15—Retirement Benefit Plans
Defined Contribution Plan

The Group operates a defined contribution retirdrbenefit plan. The assets of the plan are heldraggly from
those of the Group in trustee administered funds.

The total amounts charged to the Consolidated i@&teof Comprehensive Income for the year endeédéer 31,
2016 in respect of the defined contribution plas $41.7m (2015: $11.7m, 2014: $11.2m) which reprtsseontributions paid
or payable to this plan by the Group.

Defined Benefit Plans

The main defined benefit pension plan sponsoretthéysroup is the defined benefit section of thedéeson Group
Pension Scheme (‘HGPS’) which closed to new membrefdovember 15, 1999. The HGPS is funded by doutinns to a
separately administered fund.

Benefits in the defined benefit section of the HGIP&based on service and final salary. The plappsoved by
HMRC for tax purposes and is operated separately the Group and managed by an independent Troeted. The Trustee
is responsible for payment of the benefits and mgament of the HGPS assets. The Group also hadacal obligation to
provide certain members of the HGPS with additiatedined benefits on an unfunded basis.

The HGPS is subject to UK regulations, which regtiire Group and the Trustee to agree a fundintggirand
contribution schedule for the scheme.

The Group’s latest triennial valuation of the HGRS resulted in a deficit on a technical provisibasis of
$35.8 million (£29.0 million). The Group has agrewith the trustees of the plan to make contribigioh$10.4 million
(£8.4 million) per year for four years startingrfr®017 to recover the deficit.



Plan assets and benefit obligations

The plan assets and defined benefit obligatiotk@HGPS and the unapproved pension plan weredalsief
December 31, 2016. The Group’s plan assets, beri#igations and funded status as at the Decembeareéasurement date
are as follows (in millions):

2016 2015
Change in plan assets:
Fair value of plan assets as at JANUAIY 1 e ceeeeeirrrrereeniiireneessinineeessnnnnns $877.2 $955.9
REtUIrN ON PIan @SSELS ......cc.viviiiiiiiii e eee e 183.3 0.3
Employer CONtHDULIONS .......ooeiii it eememr e e e e e e e e 3.0 3.4
Benefits paid......cccccceeveeeeeiiiinnns (30.8) (31.0)
Foreign currency translation (155.4) (51.4)
Fair value of plan assets as at December 31..ccccc...oooooiiiiiiiiieiicecivviien 877.3 877.2
Change in benefit obligation:
Benefit obligation as at January L.........ceeooeoieeiiieieeeeieeieeeieieeeeeninennen. (674.5) (747.5)
Y= Y o= o 1] PR (1.2) (1.5)
LT =TS oo ] PR (22.6) (25.8)
BENEFitS PAIG......cieiiieiiiiiiitii s s s e s e e e e e e e e e e e ee et e ae e e ———————————— 30.8 31.0
Actuarial (I0SS)/QaIN .......ccooiiiiiiiiii e ——————— (131.6) 29.5
Foreign currency translation .............cccoveeeiieiiiecieiiiii e 119.9 39.8
Benefit obligation as at December 31..... . (679.2) (674.5)
Funded status as at Year €Nd ............. e eeeeeeeieeei e aaa e 198.1 202.7
TAX AL SOUICE Luvtuuiiiiie it e e e e ettt et eee e e et e et e r e e e e e e e s e e e aaaaaaes (29.8) (23.0)
Net retirement benefit asset recognized in the Glateted Balance Sheet.......... $168.3 $179.7

Amounts recognized on the Consolidated BalancetShetof tax at source as at December 31, 201&8h8,
consist of the following (in millions):

2016 2015
Retirement benefit assets recognized in the Cateteld Balance Sheet
Henderson Group Pension SChEME ..o serreeesiiiieeeesaiinereessnnereesnnens $180.2 $191.6
Retirement benefit obligations recognized in thegitidated Balance Sheet:
Henderson Group unapproved PeNSiON SCNEME ca e ceeeeeie e e e ee e (11.9) (11.9)
Net retirement benefit asset recognized in the Glaleted Balance sheet.................... $168.3 $179.7

The following key assumptions were used in deteimgithe defined benefit obligation as at Decemidgr2®16 and

2015:
2016 2015
DISCOUNT AL ..ottteie et e ettt cmmmm ettt ekttt e e ettt e e ettt e e s e e e e e s bb e bt e e e enbb et e e enbbeeeeeas 29% 3.8%
INFlAtION—S@IAMES ... et a e b 2.5% 2.5%
INFIAtION—RPL ...ttt ettt e e e e e e e s e e bt e b b e e e e e aaaaeeeeaaaannns 3.2% 3.0%
INFIALION——CPl ...t e et e e e e e b e e e e aaane s 2.1% 2.0%
Pension increases (RP1 capped at 5%0 P.a.) c..ueeerererireeeeeeiiiiiiinieirereeee e e s eesneeeerereeeeens 3.0% 2.9%
Pension increases (RPI capped at 2.5%0 P.8.) uiuueeirriiiiiiiiiiiiiiniiniieeeeeeeeeseeeeeeeeeeeesennennes 2.1% 2.0%
Life expectancy of male aged 60 at accounting date........cccccceeeeeiiiiiiiiiiiieiene e ee s 28.6 285
Life expectancy of male aged 60 iN 15 Years tiMe cu.......uuviriiiiiiiiiniieeieeeeeeeeeeseeeeeeeeeaens 29.9 30.0

The discount rate applied to the plan obligatianisased on AA-rated corporate bond yields withlginmaturities.



Plan assets

The fair values of the HGPS plan assets as at Deeefl, 2016 and 2015, by major asset class, dmdlass (in
millions):

2016 2015
Cash and cash eqUIVAIENTS ............uieiiceceeeeie s e e e e $3.9 $6.3
Forward foreign exchange CONraCES.... ... ueeecamreriiriiiiiiiii i e e e e ee e e e e eeee e e (0.8) 1.2)
BONA @SSELS ...etiiii ittt ettt e et e e 694.0 683.8
EQUILY INVESIMENTS ...eiiiiiee e sttt e e e e e e e s e e e e e e e e e e s nnnnenaeeeees 180.2 187.9
Property INVESIMENTS .........cuvuiiiiiiitetimmmmmm e e s s e e e e e e taeeeeeeeeeeaesrers e s enaeeeaeeas — 0.4
Total aSSEtS at fAIl VAIUE .........c.eevei e vee et ete ettt sve et $877.3 $877.2

The assets of the HGPS are allocated to a growtfopo and to bond assets. The majority of thevgtoportfolio is
invested in pooled diversified funds, with the abjee of achieving a level of growth greater thaa bond portfolio. The bond
portfolio is managed on a segregated basis, wélpthmary objective of meeting the cash flows &s/ttmature.

The strategic allocation as at December 31, 20862845 was broadly 25% growth assets and 75% bssetsaa
With the exception of the property investments taslcht December 31, 2015, all of the HGPS plantssse quoted
in active markets and therefore classified as Lévelthe fair value hierarchy. These assets diedahrough the use of

guoted market prices in an active market. The ptgpevestments were classified as Level 3.

The following table shows a reconciliation of thegmning and ending fair value measurement for L&assets (in
millions):

2016 2015
Fair value of Level 3 assets at beginning of year..........cccccceevee i, $0.4 $10.6
Losses recognized iN the PEIIOU ..........vieeeeeemrieiieeiieiiiiirrres e e e e e e e aaaaaanaeaeeeeeeaens (0.3) 0.2)
Purchases, sales and Settlements (NEet) .. ceccueeeceeieiiieeeeeeiiieiieccee s (0.1) (9.8)
Foreign CurrenCy tranSIation............cueeeeeecciiieie e e e e er e ee e — (0.2)
Fair value of Level 3 assets at €Nd Of YEAT wmummrereeiiiirieeiiiiieeeeeiieieeesseeeeesneees $— $0.4

There were no Level 3 investments held as at Deeeib 2016.

The expected rate of return on assets for the ¢iahperiod ending December 31, 2016 was 3.4%hased on
financial conditions as at December 31, 2015 (2@1%% p.a.). This rate is derived by taking theghi&dd average of the
long-term expected rate of return on each of tketadasses in HGPS'’s target asset allocationeXpected rate of return has
been determined based on yields on either longddgieernment bonds or relevant corporate bondratgnt on the class of
asset in question, adjusted where appropriate las#ek individual characteristics of each assetsl

Actuarial gains and losses
Cumulative amounts recognized in accumulated atbemprehensive income and the actuarial gain, nebof

deducted at source, credited to other compreheirsieene for the years ended December 31, 2016 @bl &e shown below
(in millions):

2016 2015
Opening accumulated unamortized actuarial gain.............ccccccvvevereieee e, $17.1 $17.8
Actuarial gain recognized iN the YEar ......ccceeeeiiiiiiiii e 26.1 2.0
LI G- L= oU o = EUS (11.4) (2.7)
Closing accumulated unamortized actuarial gain..........cccccceveeiiiiiiie e, $31.8 $17.1

No actuarial gains were amortized from accumulateér comprehensive income during the years ended
December 31, 2016 or December 31, 2015. No actugaias are expected to be amortized from accuredlather
comprehensive income into net periodic benefit dosing 2017.



Net periodic benefit cost

The components of net periodic benefit cost ineespf defined benefit plans for the years endecebwer 31
include the following (in millions):

2016 2015 2014
Y CT Yot ot 1 PR $(1.2) $(1.5) $(2.1)
INEEIEST COSL..uuuiiiiiii i (22.6) (25.8) (30.3)
Expected return on plan assets..........ooiceeeeeeciiiiiiin e 25.6 27.8 36.4
Net periodic benefit credit.............c..vveeeemi e, 1.8 0.5 4.0
Contributions to money purchase Section.....cece.eeeveeeeeicevevnnnennnn. (7.5) (8.1) (8.4)
TOLAl COSE..eiiiiiiiiitiee ettt ettt et eee e et eeveeens $(5.7) $(7.6) $(4.4)

The following key assumptions were used in deteimgithe net periodic benefit cost for the yearseehd
December 31, 2016, 2015 and 2014 (in millions):

2016 2015 2014

DISCOUNE FALE .....evtiieieiiieeee ettt emeee et e e ettt et e e e e e e e e s sinnnreeaaeaee e e e aannnns 3.8% 3.6% 4.5%
INFlAtION—S@IANES ........eieeieieie e 25% 25% 2.5%
INFIALION—RP ... ettt e e e rete e e e e e e e e anes 3.0% 3.1% 3.5%
INFIALION——CPl ... et e et e e e rebe e e s e nnae e e e eanes 20% 2.1% 25%
Pension increases (RPI capped at 5%0 Pa).......cuereeerereeeeeeiiiiiiiiiiieirereeeeeesennans 29% 3.0% 3.4%
Pension increases (RPI capped at 2.5% Pa)......cccvevrvevviviiiiiiiiiiiiiinneeeeeeeeeeeanans 20% 2.1% 2.3%
Expected return on plan @SSELS .......ccoiieeeeeeeeiiiiiis e 34% 32% 4.5%
Amortization period for net actuarial gains/losagbeginning of the year (years).... 11 11 11
Cash flows

Employer contributions of $3.0m were paid into piem during 2016 (excluding credits to members’ EypRurchase
accounts). The Group expects to contribute appratéin $12.8m to the HGPS (excluding credits to mersitMoney
purchase accounts) in the year ended Decembef3Z, Zhis includes the additional contributionseasgt with the Trustees.

The expected future benefit payments for the Gropghsion plan are as follows (in millions):

Note 16—Accumulated Other Comprehensive Loss

Changes in accumulated other comprehensive lossf tex, for the years ended December 31, 20162848, are as
follows (in millions):

Year ended December 31,

2016 2015
Available- Retirement Available- Retirement
for-sale Foreign benefit for-sale Foreign benefit
securities currency asset, net Total securities currency asset, net Total
Beginning balance ....... $5.1 $(211.8) $17.1 $(189.6) $18.4 $(117.7) $17.8 $(81.5)

Other comprehensive

income/(loss) before

reclassifications............ 0.8 (247.1) 15.0 (231.3) 1.4 (94.5) (0.7) (93.8)
Amounts reclassified from

accumulated other

comprehensive

income/(loSS)................ (1.2) — — (1.2) (14.7) — — (14.7)




Total other comprehensive

(loss)/income................ (0.4) (247.1) 15.0 (232.5) (13.3) (94.5) (0.7) (108.5)
Less: other comprehensive

(income)/loss

attributable to

noncontrolling interests — (12.4) — (12.4) — 0.4 — 0.4

Ending balance............. $4.7 $(471.3) $32.1 $(434.5) $5.1 $(211.8) $17.1 $(189.6)

The components of other comprehensive loss netxdbr the years ended December 31, 2016, 2012@t4 are as
follows (in millions):

Pre-tax Tax Net
Year ended December 31, 2016 amount expense amount
Net unrealized gain on available-for-sale secuitie...................... $0.8 $— $0.8
Foreign currency translation adjustments.....cccccccccvvviieieieeeeeeenn, (247.4) 0.3 (247.1)
Retirement benefit asset, Net...........coiocceriiiiie i 14.7 0.3 15.0
Reclassifications t0 NEtINCOME ... eeereisciiiiiieirieeeeeeeeen. (1.2) — (1.2)
Total other comprehensive (10SS)/iNCOME.......cccccvvveeeviiinrennns $(233.1) $0.6 $(232.5)
Pre-tax Tax Net
Year ended December 31, 2015 amount expense amount
Net unrealized gain on available-for-sale secuitie...................... $1.4 $— $1.4
Foreign currency translation adjustments......cccccoeeeveeiiiiiiiiiennnns (94.5) — (94.5)
Retirement benefit asset, Net.............ueeeeeeiviiviiiiiii e, (0.5) 0.2) 0.7)
Reclassifications to net income ........... (14.7) (14.7)

Total other comprehensive loss $(108.3) $(0.2) $(108.5)

Pre-tax Tax Net
Year ended December 31, 2014 amount credit amount
Net unrealized gain on available-for-sale secigitie............c............ $0.7 $0.2 $0.9
Foreign currency translation adjustments.......ccccoeeeiiiviiiiiiiinieinens (117.5) — (117.5)
Retirement benefit asset, Net...........coocriiiiie i 29.6 0.1 29.7
Reclassifications t0 NEt iNCOME ............ o eeeeereiieieeeeeeeeereennenennes (2.9) — (2.9)

Total other comprehensive (10SS)/iNCOME........cccccoveeeeieeecnneenn... $(90.1) $0.3 $(89.8)




Note 17—Earnings and Dividends per Share
Earnings per Share

The following is a summary of the earnings per sleaculation for the years ended December 31, 2001 and
2014 (in millions, except per share data):

Year Ended
December 31,
2016 2015 2014
Net income attributable to Henderson .........cccccvevveeiiinennneennne $189.0 $329.8 $503.3
Less: allocation of earnings to participating riestd stock-based
= LTz 1o [T (4.5) (9.0) (17.7)
Net income attributable to Henderson common shéder®for
DASIC....eie e s $184.5 $320.8 $485.6
Less: dilutive impacts of participating stock-basehrds.............. (4.5) (8.9) (17.4)
Net income attributable to Henderson common shédehofor
diluted (WO CIASS) .vvvvreeiiiiiiree et vmmmmmr e s e e e e taan e e e e enae s $184.5 $320.9 $485.9
Weighted-average common shares outstanding—basic........... 1,091.1 1,093.1 1,085.2
Dilutive effect of:
Stock options, restricted stock, other.....coecveeeeeeeiiiicciiiiiieee, 20.0 61.4 69.2
Weighted-average diluted common shares outstandifilgted
(EWO ClASS). e ueeieeie ettt e et st ettt e e 1,111 1,154.5 1,154.4
Earnings per share:
Basic earnings Per Share ...........cc..vesceweemmeeeeieveeeeessiiee e s ssniee e $0.17 $0.29 $0.45
Diluted earnings per share (two Class).....cccceeceeeuveceeieeccrveeenneen. $0.17 $0.28 $0.42

Dividends per Share

The payment of cash dividends is within the disorebf Henderson’s Board of Directors and dependmany
factors, including, but not limited to the Groupé&sults of operations, financial condition, capiEjuirements, general
business conditions and legal requirements. Dividare subject to semi-annual declaration by Hesoaés Board of
Directors and are declared in GBP.

The following is a summary of cash dividends desglicaind paid during the years ended December 386, 2015 and
2014 (in GBP):

2016 2015 2014
Dividends paid PEr SNAe ............uueuems e eeeeeeireiiirsr e eaeaaeaaaaaeeas 10.40p 9.50p 8.45p

Note 18—Commitments and Contingencies
Operating Leases

Henderson rents office space under the terms adugpperating lease agreements. As of Decemb&038, future
minimum rental commitments under non-cancelableaipgy leases are as follows (in millions):

Year ended December 31, Amount

TOTAL ettt e e e e e e e et e e e e e e et a—et—————————————————————eeeeeeeaaetaeetereareaaaa—a———— $161.7



Future minimum rental commitments presented irtdhée above exclude any sublease payments expiecbed
received. The total future minimum sublease paymerpected to be received under non-cancellableasds within one
year at the reporting date were $6.2m (2015: $1.3m

Rent expense was $12.9m, $11.8m and $10.5m foetdrs ended December 31, 2016, 2015 and 2014 ctasbg,
net of sub-lease payments received.

Henderson’s operating lease obligations repregepepty leases. A 20.5 year operating lease wasezhinto during
2008 on 201 Bishopsgate, London, which providesduiews to open market rent on every fifth anrseey of the lease and
provided an initial rent-free period of 30 montfike rental expense on this lease is being recogmizea straight-line basis
over the lease period and is included in accruadillifies in the Group’s Consolidated Balance Sheet

On acquisition of New Star and Gartmore, the Gilmegame party to three further material operatingés in relation
to 1 Knightsbridge Green, London, 8 Lancelot Plaomdon and Rex House, Queen Street, London. Teffises were
vacated and sub-leased by the Group. At the cesesdate, the Group recognized the estimated flitlniity associated with
the rental obligation as the net present valudefeixpected future cash outflows, net of any sabdeentals receivable. This
liability has been recorded within current and moinrent ‘other accrued liabilities’ on the Consalield Balance Sheet. As at
the reporting date, the lease in respect of 1 Kelgidge Green had expired and the onerous leagespect of the other two
offices ran for a further period of six years aienyears respectively. At December 31, 2016 arid 2Be carrying value of
these obligations are as follows (in millions):

Year ended

December 31,

2016 2015
201 BiSNOPSOALE .....oeoivviiiieiie et e et e ettt e e et e e e ete e e et e e etae e e eaeeeesteeeeaeeeeenteeesaneeas $8.7 $11.3
1 Knightsbridge Green — 0.1
R = T g Yot (o) = F= T N 35 5.1
REX HOUSE ..ot et et e et e e e e e s aa e e et eeeaa e e eraeeeaaees 8.6 10.1
o] = | $20.8 $26.6

Merger agreement

Under the Agreement and Plan of Merger dated 32ctd016 (‘Merger Agreement’) relating to the besis
combination of Henderson Group plc (Henderson)Jamis Capital Group Inc (Janus) (the Merger), coatg
representations and warranties were made by eadderaferson and Janus. The Merger Agreement alsidpsothat if
Henderson or Janus terminates the Merger Agreebesatuse of a failure of the shareholders of thergihrty to approve the
Merger at the shareholder meeting, Henderson arsJas the case may be, will reimburse the othey far its actual
out-of-pocket fees and expenses subject to a cas$.0 million and that, upon termination of therlyer Agreement under
specified circumstances, including: (i) a changthinrecommendation of the Henderson Board orahasIBoard; or (ii) a
termination of the Merger Agreement by Hendersodamus, because of a failure of the shareholdetedfther party to
approve the Merger or because the Merger is nopteied by 30 September 2017, in each case at anirea there was an
offer or proposal for an alternative transactiothwespect to such party (and such party entessointompletes an alternative
transaction within a 12-month tail period), Hendersr Janus, as the case may be, will pay to tier party a termination fee
equal to US$34 million in cash. There are no otirumstances in which a termination fee or indeynwiould become
payable in respect of a party’s breach of a reptesien or warranty.

Litigation and Other Regulatory Matters

In the normal course of business, the Group is ssgh®o certain legal or tax matters, which coulaive litigation
and arbitration, and may result in contingent Iesgdthough there can be no assurances, basedasmation currently
available, management believes that it is probtitaethe outcome of matters that are pending eatlened will not have a
material effect on the Group’s consolidated finahstatements.

Note 19—Related Party Transactions
Disclosures relating to equity method investmentstae Group pension scheme can be found in NateldNote 15

respectively. Transactions between Henderson Gutiugnd its controlled subsidiaries have been elat®d on consolidation
and are not disclosed in this note.



Certain managed funds are deemed to be relatddgafithe Group under the related party definitoASC 850,
“Related Party Disclosures”. The Group earns fem® the funds for which it acts as investment managd the balance sheet

includes amount due from these managed funds.

During the year ended December 31, 2016, the Greeggnized revenues of $885.0m (2015: $1,082.804:20
$1,024.7m) from the funds it manages that areagélparties and not consolidated, in the Consoliti&tatement of

Comprehensive Income.

The following table reflects amounts in the Cordated Balance Sheet relating to fees receivabie fmanaged
funds which are deemed to be related parties (ilhoms):

Accounts Accrued

receivable income Total
December 31, 2016.......c.cccuvuvieiieeeeeeescmmmmmntirrrere e e e $3.1 $130.8 $133.9
December 31, 2015......ccccouuiiiieieeeeee e ccmmmntrrre e $12.1 $150.8 $162.9

Seed investments held in managed funds are distind¢ote 4—'Consolidation’.

Note 20—Geographic Information

The following summary provides information concemthe Group’s principal geographic areas for thary ended
and as of December 31, 2016, 2015 and 2014 (inomsl):

Year ended
December 31,
Revenues 2016 2015 2014
$518.4 $699.7 $767.5
282.7 273.5 217.9
172.1 172.0 109.5
26.7 9.9 10.8

$999.9 $1,155.1  $1,105.7

International revenues and assets are attributedunotries based on the location in which reverauesarned.

Year ended

December 31,
Long-lived assets 2016 2015 2014
1 T $995.8 $1,189.3 $1,361.8
L RPN 110.0 125.6 137.7
AUSEFAlIA ..o 76.7 80.3 12.8
INtErNational .............ciiiiiiiii e 1.7 1.0 1.1

B o] = | $1,184.2 $1,396.2 $1,513.4

Long-lived assets for this purpose consist of igille assets, goodwill, investments accounted $argithe equity
method and property, equipment and software.

Note 21—Subsequent events

On February 3, 2017, the Group renewed its £30dlving credit facility. Currently there are no aamts drawn
down.

On February 8, 2017, Henderson Group plc declafethb2016 dividend of 7.30p per share. This darid will be
paid on May 19, 2017 to shareholders on the regatslay 5, 2017.

On February 16, 2017, in anticipation of the praubmerger with Janus Capital Group Inc, the Groupred into a
five year revolving credit facility for $200.0m &msure the combined group has sufficient acceliguidity. The facility is

contingent upon completion of the merger.



On April 26, 2017, the Group will propose a chatmés Articles of Association for approval frons shareholders.
This will allow the Group to recognize movementseétation to stock-based compensation plans intiathail paid-in capital,
rather than directly in retained earnings, whicthis Group’s current policy. If the proposed chanigethe Articles of
Association are approved by the shareholders theeltisting accumulated balance in relation tokstised compensation
plans ($-92.9m as at December 31, 2016) will bssdied from retained earnings to additional paidapital in 2017.



