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17. INVESTMENT MANAGEMENT BALANCES
30 June 

2018
£’000

30 June
 2017
£’000

Investment management receivables 13,116 62,138
Investment management payables 13,147 60,317

As ACD of River and Mercantile Funds ICVC (the Fund) the Group is required to settle transactions between investors and the depositary of the 
Fund. The Group is exposed to the short-term liquidity requirements to settle with the depositary of the Fund before receiving payments from the 
investor. The credit risk associated with the investment management balances is discussed in note 28.

The investment management balances are recorded as loans and receivables and financial liabilities held at amortised cost. They are initially 
recognised based upon the values given by the administrator of the ICVC of the contractually agreed subscription or redemption values and are 
subsequently recognised at amortised cost. Due to their short-term nature (typically less than a week), amortised cost closely approximates fair 
value. If any investment management receivable was to remain unpaid significantly past its term, the Directors would consider a provision for 
impairment. No provisions were made as at 30 June 2018 (2017: £Nil).

18. AVAILABLE-FOR-SALE INVESTMENTS
During the year, the Group invested £5m of seed capital in the River and Mercantile Global Macro Fund (the Global Macro Fund) GBP share class. 
Subsequently, the investment in the GBP share class was partially redeemed and reinvested into the USD share classes resulting in a realised gain  
of £458,000. The investments are recognised as an available-for-sale financial asset with unrealised fair value movements recognised in other 
comprehensive income. The fair value of the Group’s investment in the Global Macro Fund was derived from the fair value of the underlying 
investments, some of which are not traded in an active market and, therefore, the investment is classified as Level 2 under IFRS 13 Fair Value 
Measurement. The Global Macro Fund is an unlisted equity vehicle based in Ireland.

The movement in the carrying value of the available-for-sale investment is analysed below:

£’000

At 1 July 2016 5,350
Additions 10
Movement in fair value 445
Disposals (5,793)

At 30 June 2017 12
Additions 10,043
Movement in fair value 472
Disposals (5,362) 

At 30 June 2018 5,165

19. FEE RECEIVABLES
Fee receivables are recorded initially at the invoiced value, which is the estimated fair value of the receivables and are subsequently held at 
amortised cost. The Group’s policy on financial instruments can be found in note 28. 

The collectability of the fee receivables is reviewed periodically and if there is evidence to indicate that an amount may not be collectable a specific 
provision is established against the receivable. At 30 June 2018, a provision of £38,000 (2017: £55,000) has been established against potentially 
irrecoverable receivable balances and the total balance is reported in the consolidated statement of financial position net of this provision. On 
confirmation that the fee receivables will not be collectable, the gross carrying value of the asset is written off against the associated provision.

The ageing of fee receivables is shown below:

30 June
 2018
£’000

30 June
 2017
£’000

Neither past due nor impaired 6,695 4,254
Past due but not impaired:
– less than three months 931 995
– more than three months 230 370
Impaired:
– more than three months 38 55
– provision for impairment (38) (55)

Total fee receivables 7,856 5,619

The average credit period on fee receivables is 37 days (2017: 27 days). The Directors believe that the carrying value of fee receivables, net of 
impairment, represents their fair value due to their short-term nature and is the maximum credit risk value. The Directors are satisfied with the 
credit quality of counterparties.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
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20. OTHER RECEIVABLES
30 June 

2018
£’000

30 June 
2017 

£’000

Accrued income 13,620 13,088
Prepayments 1,292 1,080
Other assets 4,784 730

19,696 14,898

Accrued income includes management, advisory and performance fees that have been recognised in the consolidated income statement in line 
with the Group’s accounting policies on revenue recognition, but have not yet been invoiced to clients. Clients are generally invoiced in arrears on  
a quarterly basis. 

The Group’s policy on financial instruments can be found in note 28. 

21. PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment is carried at historical cost less accumulated depreciation. Depreciation charges the cost of the assets to the 
consolidated income statement over their expected useful lives. Office equipment includes computer equipment which is depreciated over three 
years, and fixtures, fittings and equipment which is depreciated over seven years. Leasehold improvements are amortised over the remaining term 
of the leases. The depreciation period and method is reviewed annually. 

Office 
equipment

£’000

Leasehold 
improvements

£’000
Total
£’000

Cost:
At 1 July 2016 688 367 1,055
Additions 2 – 2

At 30 June 2017 690 367 1,057
Additions 197 307 504
Disposals (330) (243) (573)
Re-classification 16 (16) –

At 30 June 2018 573 415 988

Accumulated depreciation:
At 1 July 2016 576 102 678
Depreciation charge 73 43 116

At 30 June 2017 649 145 794
Disposals (330) (233) (563)
Re-classification 9 (9) –
Depreciation charge 37 119 156

At 30 June 2018 365 22 387

Net book value:
At 30 June 2017 41 222 263

At 30 June 2018 208 393 601

22. TRADE AND OTHER PAYABLES
30 June 

2018
£’000

30 June 
2017

£’000

Trade payables 978 1,042
VAT payable 861 697
Remuneration accruals 13,353 14,210
Other accruals and payables 7,145 2,716
Deferred income 36 34

22,373 18,699

The Group’s policy on financial instruments can be found in note 28. 
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23. PROVISIONS
FCA competition matter
On 29 November 2017, the FCA issued a statement of objection to four asset managers including RAMAM, alleging a breach of competition law 
concerning the disclosure and/or acceptance of information about the pricing for shares in relation to one IPO and one placing. This was a 
provisional finding and may not necessarily lead to an infringement decision. 

The matter does not affect any clients of RAMAM or the NAV of any fund or segregated mandate. 

RAMAM and the Group have cooperated fully with the matter and are pursuing a robust defence. In the prior year, the matter was noted as a 
contingent liability. Following receipt of guidance from the FCA on the likely quantum of penalty should one be imposed, the Directors have 
recognised a provision of £109,000 in respect of this matter. 

Operational error
An operational error has been identified relating to the treatment of transaction taxes in a single segregated mandate. The matter is ongoing 
however, following investigation, the Directors have deemed it prudent to recognise a provision of £1,100,000 with a corresponding insurance 
recovery asset of £1,000,000 which is included in other receivables (note 20).

Total 
£’000

Balance as at 1 July 2017 –
Additions during the year 2,100
Reversed during the year (891)

Balance as at 30 June 2018 1,209

24. SHARE CAPITAL 
The Company had the following share capital at the reporting dates:

30 June 2018 30 June 2017

Number £ Number £

Allotted, called up and fully paid:
Ordinary shares of £0.003 each 82,095,346 246,286 82,095,346 246,286

The ordinary shares carry the right to vote and rank pari passu for dividends.

The share premium account arises from the excess paid over the nominal value of the shares issued.

During the year, the Group’s EBT purchased Group shares in relation to non-dilutive share awards (note 7). The shares held are measured at cost. 

£’000

Opening balance at 1 July 2017 4,766
Acquisition of shares by the EBT 1,665
Disposal of shares in respect of award vesting (1,450)

Balance as at 30 June 2018 4,981

25. OTHER RESERVES
30 June 

2018
£’000

30 June 
2017

£’000

Available-for-sale reserve (including deferred tax) 13 1
Foreign exchange reserve 400 380
Capital redemption reserve 84 84
Merger reserve 44,433 44,433
Capital contribution reserve 4,442 4,442

49,372 49,340

The available-for-sale reserve represents the unrealised fair value movements in available-for-sale financial assets (note 18). On disposal the 
cumulative fair value changes in reserves are reclassified to the income statement.

The foreign exchange reserve represents the cumulative foreign exchange differences arising on US Dollar denominated businesses in the Group as 
well as currency differences on goodwill and fair value adjustments on the acquisition of foreign subsidiaries, as listed in note 28. On disposal of the 
US Dollar denominated business, the associated cumulative foreign exchange differences are recycled through the consolidated income statement.

The capital contribution reserve arose from forgiveness of a dividend by the Group’s then parent, PSG (£3,867,000) and from an historical 
acquisition whereby the Group’s then parent, PSG, settled part of the consideration in its own shares (£575,000).

The merger reserve arose on the acquisition of RAMAM in March 2014.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
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26. OPERATING LEASES
Office facilities are leased under operating leases. The rental cost is charged to the consolidated income statement on a straight-line basis over the 
lease term. Rent rebates are accounted for over the period of the lease term. 

The future aggregate minimum lease payments under all non-cancellable operating leases, net of rent rebates are as follows:

30 June 
2018

£’000

30 June 
2017

£’000

No later than one year
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28. FINANCIAL INSTRUMENTS continued
Liquidity gap analysis
The table below presents the cash flows receivable and payable by the Group under non-derivative financial assets and liabilities by remaining 
contractual maturities at the reporting date. The amounts disclosed in the table are the contractual, undiscounted cash flows.

The net liquidity positions in the table below relate to cash flows on contractual obligations existing at the reporting date and does not take account 
of any cash flows generated from profits on normal trading activities.

On demand 
£’000

< 3 months 
£’000

3-12 months 
£’000

> 12 months 
£’000

As at 30 June 2018
Assets
Cash and cash equivalents 24,030 – – –
Investment management balances – 13,116 – –
Fee income receivables – 7,856 – –
Other receivables – 18,374 30 –

Total financial assets 24,030 39,346 30 –

Liabilities
Investment management balances – 13,147 – –
Trade and other payables – 19,266 80 2,990

Total financial liabilities – 32,413 80 2,990

Net liquidity surplus/(deficit) 24,030 6,933 (50) (2,990)

On demand 
£’000

< 3 months 
£’000

3-12 months 
£’000

>12 months 
£’000

As at 30 June 2017
Assets
Cash and cash equivalents 30,759 – – –
Investment management balances – 62,138 – –
Fee income receivables – 5,249 370 –
Other receivables – 13,818 – –

Total financial assets 30,759 81,205 370 –

Liabilities
Investment management balances – 60,317 – –
Trade and other payables – 17,439 – –

Total financial liabilities – 77,756 – –

Net liquidity surplus 30,759 3,449 370 –

Capital management
The Group operates its subsidiaries as self-sufficient entities, which are expected to be able to meet their funding requirements without recourse  
to the parent.

The Group’s capital structure consists of equity (share capital and share premium), other reserves and its retained earnings; capital is managed on  
a consolidated and individual entity basis to ensure that each entity is able to continue as a going concern. Three of the Group’s subsidiaries are 
regulated entities (one in the UK, one in the US, and one in both the UK and the US). The Group scrutinises its capital adequacy using the Pillar 2 
and ICAAP frameworks which are regulated by the FCA to maintain adequate capital requirements. The Group has complied with its regulatory 
capital required throughout the period covered by these financial statements. 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
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29. ULTIMATE CONTROLLING PARTY AND SUBSIDIARY UNDERTAKINGS
The Group became publicly listed on 26 June 2014 and remains publicly listed. 

Subsidiary undertakings
The following subsidiaries have been included in the consolidated financial information of the Group:

Name

Country of 
incorporation 
of registration

Proportion of 
voting rights/

ordinary share 
capital held % Registered office address Nature of business

River and Mercantile Investments Limited¹ UK 100/100 30 Coleman St,  
London, EC2R 5AL

Investment management

P-Solve Holdings Limited¹ UK 100/100 30 Coleman St,  
London, EC2R 5AL

Holding company for the  
US business

River and Mercantile LLC¹,² US 100/100 130 Turner St, Waltham,  
MA 02453 

Actuarial and consulting

River and Mercantile Holdings Limited UK 100/100 30 Coleman St,  
London, EC2R 5AL

Holding company

River and Mercantile Asset Management LLP¹ UK 100/100 30 Coleman St,  
London, EC2R 5AL

Investment management

River and Mercantile Group Services Limited¹,² UK 100/100 30 Coleman St,  
London, EC2R 5AL

Dormant service company

River and Mercantile Group Trustees Limited¹,² UK 100/100 30 Coleman St,  
London, EC2R 5AL

Dormant service company

River and Mercantile Group Employee Benefit Trust UK 0/0 Heritage Hall, Le Marchant 
Street, St Peter Port,  

Guernsey, GY1 4HY

Employee Benefit Trust

1. Indirect holding.
2. Exempt from audit requirements.

River and Mercantile Asset Management LLP has reporting years ending 31 March on a standalone basis. This was the existing year-end date as at 
acquisition and no change is expected.
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30. NEW STANDARDS AND INTERPRETATIONS
There have been no new standards having a material impact on the financial statements for the year. 

The following standards and amendments to existing standards have been published and are mandatory from the financial period beginning on or 
after the effective dates shown below but are not currently relevant to the Group (although they may affect the accounting for future transactions 
and events).

Topic Key requirements Effective date

IFRS 9 Financial 
Instruments

IFRS 9 addresses the classification, measurement and derecognition of financial assets 
and financial liabilities, introduces new rules for hedge accounting and a new impairment 
model for financial assets.

1 January 2018

Annual improvements to 
IFRSs (2014-2016 Cycle)

IFRS 1 has been amended to remove short-term exemptions dealing with IFRS 7 Financial 
Instruments: Disclosures, IAS 19 Employee Benefits and IFRS 10 Consolidated Financial 
Statements.

IFRS12 Disclosure of interests in Other Entities – Amendments have been made to clarify 
the scope of IFRS 12 in respect of interests in entities within the scope of IFRS 5 Non-
current Assets Held for Sale and Discontinued Operations.

IAS 28 Investments in Associates and Joint Ventures. Clarified that the election to 
measure at fair value through profit or loss an investment in an associate or joint venture 
that is held by an entity that is a venture capital organisation, or other qualifying entity,  
is available for each investment in an associate or joint venture or an investment-by-
investment basis, upon initial recognition.

1 January 2017 and 
1 January 2018

IFRIC 22 Foreign Currency 
Translations and Advance 
Consideration

IFRIC 22 addresses how to determine the date of the transaction for the purpose of 
determining the exchange rate to use on an initial recognition of the related asset, 
expense or income (or part of it) on the de-recognition of a non-monetary asset or 
non-monetary liability arising from the payment or receipt of advance consideration  
in a foreign currency (e.g. a prepayment or deferred income).

1 January 2018

IFRS 16 Leases Under IFRS 16, all lease contracts are accounted for more in line with the previous finance 
lease approach where lessees have to recognise a lease liability reflecting future lease 
payments and a ‘right-of-use asset’ for almost all lease contracts.

In the income statement lessees will have to present interest expense on the lease 
liability and depreciation on the right-of-use asset. In the cash flow statement the part  
of the lease payments that reflects interest on the lease liability can be presented as an 
operating cash flow (if it is the entity’s policy to present interest payments as operating 
cash flows). Cash payments for the principal portion of the lease liability are classified 
within financing activities. Payments for short-term leases, for leases of low-value assets 
and variable lease payments not included in the measurement of the lease liability are 
presented within operating activities.

1 January 2019

IFRS 15 Revenue 
recognition

IFRS 15 replaces the outgoing IAS 18 with the objective of establishing the principles that 
an entity shall apply to report information to users of financial statements about the 
nature, amounts, timing and uncertainty of revenue and cash flow arising from a contract 
with a client. The introduction of IFRS 15 is to close the gap between IFRS and US GAAP.

1 January 2018

The Directors have assessed the impact that the adoption of these standards and interpretations will have on future periods and have concluded 
that the following material changes will arise:

– IFRS 16 will lead to an increase in non-current assets to reflect lease right-of-use assets and in increase in liabilities to reflect future lease 
payments; and

– IFRS 9 will lead to the Group’s available-for-sale investments being reclassified as fair value through profit or loss.

31. EVENTS AFTER THE REPORTING DATE
Since the end of the financial year, the Directors are not aware of any other matter or circumstance not otherwise dealt with in this report or the 
financial statements that has significantly or will significantly affect the operations of the Group, the results of those operations or the state of 
affairs of the Group. 

A second interim dividend in respect of the year of 5.5 pence per share has been declared, of which 1.3 pence is a special dividend relating to net 
performance fees. The Directors have proposed a final dividend in respect of the year of 5.5 pence per share, of which 2.3 pence is a special dividend 
relating to net performance fees.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
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COMPANY STATEMENT OF FINANCIAL POSITION

Note

30 June 
2018

£’000

30 June 
2017

£’000

Assets
Cash and cash equivalents 2 7,815 15,182
Other receivables 3 11,053 5,663
Deferred tax asset 4 2,074 2,629
Property, plant and equipment 5 246 19
Intangible assets 6 47 79
Investments 7 57,645 56,941

Total assets 78,880 80,513 

Liabilities
Payables 8 7,902 5,980

Total liabilities 7,902 5,980

Net assets 70,978 74,533

Equity
Share capital 9 246 246
Share premium 10 14,688 14,688
Other reserves 11 48,384 48,384
Retained earnings 7,660 11,215

Equity attributable to owners 70,978 74,533

The Company’s profit for the year was £11,990,000 (2017: £7,461,000).

COMPANY STATEMENT OF CHANGES  
IN SHAREHOLDERS’ EQUITY
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12. FINANCIAL INSTRUMENTS
A discussion of the financial risks and associated financial risk management, which applies to all of the companies in the Group, can be found in  
note 28 of the consolidated financial statements, along with the Group’s accounting policy in respect of financial instruments

The financial assets and liabilities of the Company are categorised under IAS 39 as follows: 

 
30 June

2018
 £’000

30 June
2017

£’000

Financial assets classified as loans and receivables  
Cash and cash equivalents 7,815 15,182
Other receivables  10,501 3,133

Total financial assets 18,316 18,315

Other receivables exclude prepayments and accrued income.

 

30 June
2018

 £’000

30 June
2017

£’000

Financial liabilities held at amortised cost
Payables  1,599 636

Total financial liabilities  1,599 636

Payables exclude accruals and deferred income.

Credit risk management
Credit risk refers to the risk that counterparty defaults on their contractual obligations resulting in financial loss to the Company. The carrying amount 
of loans and receivables recorded in the financial statements represents the Company’s maximum exposure to credit risk. The Company held no 
collateral as security against any financial asset. Credit risk arises principally from the Company’s intercompany and cash balances. The Company 
manages its credit risk through monitoring the credit quality of the counterparties with which cash is held and the Company’s subsidiaries resources. 

The banks with whom the Company deposits cash and cash equivalent balances are monitored, including their credit ratings (note 2).

Market risk – interest rate risk management
The Company has minimal exposure to interest rate risk. The Company has no external borrowings and cash deposits with banks earn a floating 
rate of interest. Interest income is not significant in either year. 

Liquidity gap analysis
The table below presents the cash flows receivable and payable by the Company under non-derivative financial assets and liabilities by remaining 
contractual maturities at the balance sheet date. The amounts disclosed in the table are the contractual, undiscounted cash flows.

The net liquidity positions in the table below relate to cash flows on contractual obligations existing at the balance sheet date and do not take 
account of any cash flows generated from profits on normal trading activities. 

On demand 
£’000

< 3 months 
£’000

3-12 months 
£’000

As at 30 June 2018
Assets
Cash and cash equivalents 7,815 – –
Other receivables – 10,501 –

Total financial assets 7,815 10,501 –

Liabilities
Payables – 7,521 381

Total financial liabilities – 7,521 381

Net liquidity surplus 7,815 2,980 (381)

On demand 
£’000

< 3 months 
£’000

3-12 months 
£’000

As at 30 June 2017
Assets
Cash and cash equivalents 15,182 – –
Other receivables 3,133 – –

Total financial assets 18,315 – –

Liabilities
Payables 636 – –

Total financial liabilities 636 – –

Net liquidity surplus 17,679 – –

Other receivables exclude prepayments and payables exclude deferred income.

NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED
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13. DIRECTORS’ REMUNERATION
Details of the individual Director’s remuneration can be found in the Directors’ Remuneration report starting on page 50.

14. RELATED PARTIES
Details of related party transactions can be found in note 27 of the consolidated financial statements.

15. OTHER INFORMATION
The Company has taken the exemption under s408(2) of the Companies Act 2006 to not present their remuneration separately in these financial 
statements.

A second interim dividend in respect of the year of 5.5 pence per share has been declared, of which 1.3 pence is a special dividend relating to net 
performance fees. The Directors have proposed a final dividend in respect of the year of 5.5 pence per share, of which 2.3 pence is a special dividend 
relating to net performance fees. 

The Company has not entered into any significant commitments or contingent liabilities after the balance sheet date. 
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GLOSSARY

ABI – Association of British Insurers

ACD – Authorised corporate director

AGM – Annual General Meeting

AUA – Assets under advice

AUM – Assets under management

Buy-in – Process by which trustees of a 
pension scheme buy an insurance policy 
to cover a group of their members. The 
Trustees hold the policy as an asset and 
remain responsible for paying the pensions.

Buyout – A type of financial transfer 
whereby a pension fund sponsor pays a 
fixed amount in order to free itself of any 
liabilities (and assets) relating to that fund.

CAGR – Compound annual growth rate

CGU – Cash generating unit

CIO – Chief Investment Officer

CMA – Competition and Markets Authority

CSAM – Credit Suisse Asset Management

DAA – Dynamic asset allocation

DB – Defined benefit

DC – Defined contribution

DEP – Deferred equity plan

EBT – Employee Benefit Trust

EM – Emerging markets

EMAR – Emerging Market Absolute Return

EMIR – European Market 
Infrastructure Regulation

EPS – Earnings per share

EPSP – Executive performance share 
plan. A dilutive share plan awarded to 
Executives during the Group’s IPO.

ESG – Environmental, social, governance

ESMA – European Securities 
and Market Authority

ETF – Exchange traded fund

FCA – Financial Conduct Authority

FRC – Financial Reporting Council

GDPR – General Data Protection Regulation

IAA – Investment advisory agreement

ICAAP – Internal capital adequacy 
assessment process

ICVC – Investment company of variable capital

IFA – Independent financial advisor

ILC – Industrial life cycle

IMA – Investment management agreement

IME – Investment Management Entities

IPO – Initial public offering

KPI – Key performance indicator

LDI – Liability-driven investment, an 
investment strategy based on the cash 
flows needed to fund future liabilities.

LGPS – Local government pension scheme

LTIP – Long-term incentive plan

Mandated AUM/NUM – Represent the 
Group’s closing AUM/NUM, adjusted for any 
mandates or redemptions in transition. 

Mandates in transition – Represent 
the AUM/NUM of mandates which have 
been awarded by clients at the period-
end date and will transition into fee 
earning assets. The timing, and ultimate 
amount transitioned is determined by 
the client. We report an estimated AUM/
NUM for those mandates where there 
is a high likelihood of the amount being 
transitioned within the next three months. 

MiFIR – Markets in Financial 
Investments Regulation

MiFID – Markets in Financial 
Instruments Directive

NAV – Net asset value

NUM – Notional under management. This 
is the contract or billing notional amount 
of a contract in the Derivatives Solutions 
division and is analogous to AUM.

PPF – Pension Protection Fund, a 
statutory fund established under the 
provisions of the Pensions Act 2004.

PSG – Punter Southall Group Limited

PSP – Performance share plan

PVT – Potential, value and timing. The 
investment strategy employed by the 
Group’s Equity Solutions division.

RAMAM – River and Mercantile 
Asset Management LLP

Redemptions in transition – Redemptions 
which have been notified by the client 
at the period-end date, but where the 
AUM/NUM is included in fee earning 
assets at period end. The redemptions 
will be included in a future period.

RMMIC – River and Mercantile Micro 
Cap Investment Company

RWAA – Risk weighted asset attribution

SIPP – Self-invested pension plan

TIGS – Total Investment Governance Solution

TSA – Transitional service agreement

TSR – Total shareholder return

UCITS – Undertakings for the collective 
investment of transferable securities

VWAP – Volume-weighted average price

WACC – Weighted average cost of capital

YoY – Year-on-year






