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THIS DOCUMENT AND THE ACCOMPANYING FORM OF PROXY OR CHESS DEPOSITARY INTEREST 
(“CDI”) VOTING INSTRUCTION FORM ARE IMPORTANT AND REQUIRE YOUR IMMEDIATE ATTENTION. 
If you are in any doubt as to the action you should take, you are recommended to seek your own 
independent financial advice immediately from your stockbroker, bank manager, solicitor, accountant 
or other independent financial adviser duly authorised under the Financial Services and Markets Act 
2000 (“FSMA”) or from another appropriately authorised independent financial adviser if you are in a 
territory outside the United Kingdom.

If you sell or have sold or otherwise transferred all of your shares in Henderson Group plc (“Henderson 
Group”), please forward this document, together with the accompanying documents, at once to the 
purchaser or transferee or to the stockbroker, bank or other agent through whom the sale or transfer 
was effected, for delivery to the purchaser or transferee. If you sell or have sold part only of your 
holding of Henderson Group shares, please consult the bank, stockbroker or other agent through whom 
the sale or transfer was effected.

Except where stated otherwise or unless the context requires something different, where the term “Shareholder” is 
used in this document, it refers to a holder of equity securities regardless of whether the equity securities are traded 
on the London Stock Exchange (“LSE”) in the form of Ordinary Shares or on the Australian Securities Exchange 
(“ASX”) in the form of CDIs. Similarly, where the term “share” or “shareholding” is used in the document, it includes 
CDIs, where appropriate.

Apart from the responsibilities and liabilities, if any, which may be imposed on JPMorgan Cazenove by FSMA or the 
regulatory regime established thereunder, JPMorgan Cazenove does not accept any responsibility whatsoever for the 
contents of this document or for any statement made or purported to be made by it, or on its behalf, in connection 
with Henderson Group, Ordinary Shares, CDIs or the matters described in this document. JPMorgan Cazenove 
accordingly disclaims all and any liability whether arising in tort, contract or otherwise (save as referred to above) 
which it might otherwise have in respect of this document or any such statement.

JPMorgan Cazenove, who is authorised and regulated in the UK by the Financial Services Authority (“FSA”), is 
acting exclusively for Henderson Group and no-one else in connection with the matters described in this document 
and is not, and will not be, responsible to anyone other than Henderson Group for providing the protections 
afforded to the clients of JPMorgan Cazenove, or for providing advice in connection with the matters described in
this document.
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This document should be read as a whole. In particular, your attention is drawn to the letter to Shareholders from 
the Chairman of Henderson Group, which is set out in Part I of this document and which contains a recommendation 
that you vote in favour of the Resolutions at the General Meeting referred to below. Your attention is also drawn 
to the risk factors set out in Part III of this document.

Notice of the General Meeting of Henderson Group to be held at Crowne Plaza, Northwood Park, 
Santry Demesne, Santry at 9.15am (Dublin time) and will be simultaneously broadcast to the Wesley 
Conference Centre, 220 Pitt Street, Sydney at 7.15pm (Sydney time) on 2 April 2009 is set out at the end 
of this document. A Form of Proxy or CDI Voting Instruction Form to be used in connection with the Resolutions 
to be proposed at the General Meeting is enclosed. Whether or not you intend to attend the General Meeting in 
person, you are requested to complete the Form of Proxy or CDI Voting Instruction Form and return it in accordance 
with the instructions printed on it and in any event so as to arrive not later than the time and date printed on the 
Form of Proxy or CDI Voting Instruction Form.

This document is a Circular relating to the Proposed Acquisition which has been prepared in accordance with the 
Listing Rules. This Circular has been approved by the FSA.

A summary of the action to be taken by Shareholders is set out in paragraph 13 of Part I of this document and in 
the accompanying Notice of the General Meeting. 

INFORMATION REGARDING FORWARD-LOOKING STATEMENTS

This document contains a number of forward-looking statements relating to Henderson Group with respect to, 
amongst others, the following matters: financial condition; results of operations; the economic conditions in 
which Henderson Group operates; the business of Henderson Group; benefits of the Proposed Acquisition; and 
management plans and objectives. Henderson Group considers any statements that are not historical facts as 
“forward-looking statements”. They relate to events and trends that are subject to risks and uncertainties that 
could cause the actual results and financial position of Henderson Group to differ materially from the information 
presented in the relevant forward-looking statement. When used in this document, the words “estimate”, “project”, 
“intend”, “aim”, “anticipate”, “believe”, “expect”, “should”, and similar expressions, as they relate to Henderson 
Group or the management of it, are intended to identify such forward-looking statements. Readers are cautioned 
not to place undue reliance on these forward-looking statements which speak only as at the date of this document. 
Henderson Group does not undertake any obligation publicly to update or revise any of the forward-looking 
statements, whether as a result of new information, future events or otherwise, save in respect of any legal or 
regulatory requirement including the Listing Rules and the Disclosure and Transparency Rules.

TO VOTE ON THE PROPOSED ACQUISITION

You should read the entire document before deciding how to vote.

VOTING PROCEDURES

If you would like to vote, you may do so:

•  either by attending and voting at the General Meeting on 2 April 2009. If you are a CDI Holder and wish to 
attend the meeting, please read the voting instructions in Part II of this document;

•  or by appointing someone as your proxy to attend and vote for you at the General Meeting. To appoint 
someone in writing use either the enclosed Form of Proxy or CDI Voting Instruction Form; or alternatively 
go to the Henderson Group website at www.henderson.com to appoint someone online. Instructions about 
how to complete the form are set out on the front of the Form of Proxy and on the reverse of the CDI Voting 
Instruction Form. 

There are different voting procedures depending on whether you hold your Ordinary Shares on the LSE or if you 
have CDIs quoted on the ASX. Please read the voting instructions in Part II of this document carefully to ensure you 
are aware of the arrangements affecting you. 

Your Form of Proxy or CDI Voting Instruction Form (either online or paper) needs to be lodged so that it reaches 
the Henderson Group’s share registry by the time and date specified on your Form of Proxy or CDI Voting 
Instruction Form.
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EXPECTED TIMETABLE OF PRINCIPAL EVENTS

Announcement of the Proposed Acquisition 30 January 2009

Delisting of New Star 10 March 2009

Posting of Offer Document to shareholders of New Star 11 March 2009

Latest time for receipt of CDI Voting Instruction Forms via 6.00pm (Sydney time) on 27 March 2009
post and voting instructions via internet (for CDI Holders)
for the General Meeting (if directing CHESS Depositary
Nominees Pty Limited (“CDN”) how to vote on your behalf)

Latest time for receipt of CDI Voting Instruction Forms via 7.15pm (Sydney time) on 31 March 2009
post and voting instructions via internet (for CDI Holders)
for the General Meeting (if directing CDN to appoint you
or someone else as proxy)

Latest time for receipt of Proxy Forms via post and 9.15am (Dublin time) on 31 March 2009
submission of proxy instructions via CREST/internet
(for holders of Ordinary Shares) for the General Meeting

Voting record time for the General Meeting for the holders Close of business on 31 March 2009
of Ordinary Shares

Expected completion of the Restructuring Agreements 1 April 2009

General Meeting  7.15pm (Sydney time) on 2 April 2009 and
9.15am (Dublin time)

Expected completion of the Proposed Acquisition 9 April 2009

Notes:
1.  These dates are given on the basis of the Directors’ current expectations and are subject to change. If any of the above times and/

or dates change, the revised times and/or dates will be notified to Shareholders by announcement through the LSE and the ASX 
and will be available on www.henderson.com.

2. All time references in this document are to Dublin time unless otherwise stated.
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PART I – LETTER FROM THE CHAIRMAN OF HENDERSON GROUP PLC

(Incorporated and registered in Jersey with registered number 101484)

Directors:   Registered Office:

Rupert Pennant-Rea Non-Executive Chairman 47 Esplanade,
Andrew Formica Chief Executive St Helier, 
Toby Hiscock Chief Financial Officer Jersey, JE1 0BD
Gerald Aherne Non-Executive Director
Duncan Ferguson Non-Executive Director
Anthony Hotson Non-Executive Director
Tim How Non-Executive Director
John Roques Non-Executive Director

To the holders of Ordinary Shares, CDIs and, for information only, to holders of options granted under, and other 
participants in, Henderson Group Share Plans

Dear Shareholder,

PROPOSED ACQUISITION BY HENDERSON GROUP OF NEW STAR 

1. INTRODUCTION

On 30 January 2009, the Boards of Henderson Group and New Star announced that they had agreed the terms 
of the proposed acquisition of New Star by Henderson Group (the “Proposed Acquisition”). The Proposed 
Acquisition comprises both a recommended cash offer to be made by Henderson Group to acquire all of the 
issued and to be issued ordinary share capital of New Star (the “Offer”) and an agreement by Henderson 
Group to acquire for cash and New Ordinary Shares all of the preference share capital of New Star to be issued 
pursuant to the New Star Restructuring (including certain preference shares under options) (the “Preference 
Share Acquisition”). Following completion of the Proposed Acquisition, Henderson Group will also procure the 
repayment of the New Star Group’s debt, which (following completion of the New Star Restructuring) is expected 
to be approximately £20 million. The terms of the Proposed Acquisition imply an enterprise value for New Star of 
£115 million (subject to the price adjustment set out in paragraph 3 of this Part I and based on the closing middle 
market price per Ordinary Share of 62 pence on 29 January 2009). 

Completion of the Proposed Acquisition is conditional upon, among other things, approvals of Henderson Group 
Shareholders. These approvals are required:

• by the Listing Rules, due to the size of New Star relative to that of Henderson Group; and

•  by the ASX Listing Rules, given the expected aggregate number of New Ordinary Shares to be issued in 
connection with the Proposed Acquisition and the Placing Shares which were issued on 5 February 2009. This 
is because under the ASX Listing Rules, without the approval of the Shareholders, Henderson Group must not 
issue or agree to issue new Ordinary Shares representing more than 15 per cent. of its issued share capital 
within any 12 month period. Accordingly, this approval will substantially restore Henderson Group’s ability 
under the ASX Listing Rules to issue new Ordinary Shares following completion of the Proposed Acquisition.

These approvals will be sought at a General Meeting to be held on 2 April 2009 at 9.15am (Dublin time) and 7.15pm 
(Sydney time). The Notice convening the General Meeting is set out at the end of this document. In accordance with 
the ASX Listing Rules, approval will also be sought for the issue of Ordinary Shares under the Placing which was 
announced on 30 January 2009.

I am writing to give you further details of the Proposed Acquisition and Resolutions, to explain why the Board 
considers it to be in the best interests of Shareholders as a whole and to seek your approval for the Proposed 
Acquisition and Resolutions. I will also outline the Board’s future plans for the Enlarged Group.

2. BACKGROUND TO AND REASONS FOR THE PROPOSED ACQUISITION

The Board believes that the Proposed Acquisition will strengthen significantly the position of Henderson Global 
Investors in the UK retail fund management market. 

New Star is a well recognised UK retail fund management group, with a strong distribution network and a broad 
portfolio of products, funds, clients and investment capabilities. New Star has a strong presence in UK mutual 
funds and also has a range of institutional mandates and hedge funds. AUM span a range of investment classes, 
including equities, fixed income and property. Since its foundation in 2000, New Star has distinguished itself by the 
effectiveness of its sales and marketing. The Board believes that these attributes, combined with Henderson Global 
Investors’ existing capabilities in these areas, will strengthen both businesses.
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The expected key benefits for Henderson Global Investors from the Proposed Acquisition include:
• an increased scale and distribution capability in the UK retail fund management market;
• the complementary nature of New Star’s broad range of mutual funds to Henderson Global Investors’ own range;
• the opportunity to expand Henderson Global Investors’ direct property business into the retail investor market;
• an increased presence in the US institutional market;
• the strengthening of Henderson Global Investors’ investment capabilities with the addition of key talent;
•  cost efficiencies through headcount reduction and the transfer of New Star’s business onto Henderson Global 

Investors’ operating platforms1; and
•  the potential for significant earnings enhancement by 2010 through the acquisition of a business capable of 

being serviced at a marginal cost to income ratio of 40 per cent. or better2.

Notes:
1.   Statements of estimated cost savings and one-off costs for achieving them relate to future actions and circumstances which, by 

their nature, involve risks, uncertainties and other factors. Because of this, the cost savings referred to may not be achieved, or 
those achieved could be materially different from those estimated.

2.   Statements that the Proposed Acquisition will be earnings enhancing are not and do not constitute a profit forecast and should 
not be interpreted to mean that the Henderson Group’s or the Enlarged Group’s earnings per share in the first full financial year 
following the Proposed Acquisition, or in any subsequent period, will necessarily match or be greater than the historical published 
earnings per share of Henderson Group or New Star.

3. PRINCIPAL TERMS AND CONDITIONS OF THE PROPOSED ACQUISITION

The Proposed Acquisition will consist of the Offer and the Preference Share Acquisition.

Pursuant to the Offer, New Star Ordinary Shareholders are being offered 2 pence in cash for each New Star Ordinary 
Share, which values all of the issued and to be issued ordinary share capital of New Star following completion of 
the New Star Restructuring at approximately £21.6 million, including the 75 per cent. of New Star Ordinary Shares 
which will be issued to the Banks as part of the New Star Restructuring. Accordingly, if the Offer becomes wholly 
unconditional, existing New Star Ordinary Shareholders are expected to receive approximately £5.4 million in 
aggregate. Although the Preference Share Acquisition may be subject to a price adjustment as described in this 
paragraph 3 below, the Offer will not be subject to any price adjustment mechanism.

Pursuant to the Preference Share Acquisition, New Star Preference Shareholders are being offered approximately 0.4 
New Ordinary Shares and 48.4 pence in cash for each New Star Preference Share (assuming no price adjustment) 
which values each New Star Preference Share at 73.4 pence and all of the preference share capital of New Star to be 
issued pursuant to the New Star Restructuring at approximately £73.4 million (based on the closing middle market 
price per Ordinary Share of 62 pence on 29 January 2009 and the issue of, in aggregate, 40.3 million New Ordinary 
Shares). This includes the 6 per cent. of preference share capital which will be the subject of options issued to certain 
directors and employees within the New Star Group and which will be exercisable by such directors and employees 
after 30 September 2009, subject to certain conditions, following which they will receive the same consideration as 
the other New Star Preference Shareholders.

The terms of the Preference Share Acquisition provide for an upward or downward adjustment of the number of 
New Ordinary Shares to be issued to New Star Preference Shareholders by reference to the net management fee 
income run-rate revenue impact of net fund flows experienced by New Star in the period starting on 26 January 
2009 and ending at the last valuation point before the earlier of the day on which the Offer becomes or is declared 
wholly unconditional and 30 April 2009 (save in respect of non-pooled accounts, when the period shall end on the 
earlier of the day before the day on which the Offer becomes or is declared wholly unconditional and the day before 
30 April 2009). Run-rate revenues at 26 January 2009 were approximately £66 million per annum, comprising net 
management fee income of £61 million and other income of £5 million. To the extent that the impact of any such 
net fund flows on New Star’s net management fee income equals or exceeds 10 per cent. of such figure during this 
period, there will be an adjustment to the price of between £5 million (at a 10 per cent. variation) and £20 million, 
being the maximum adjustment for a variation of 20 per cent. or more. The price will be adjusted by varying the 
number of New Ordinary Shares to be issued under the Preference Share Acquisition. The terms of the Preference 
Share Acquisition also provide for a downward adjustment to the cash consideration payable to New Star Preference 
Shareholders by the amount (if any) that the closing unrestricted cash balance of New Star on the day prior to 
the day on which the Offer becomes or is declared wholly unconditional (or, if earlier, 15 May 2009) is less than 
£20 million. 

The terms of the Proposed Acquisition imply an enterprise value for New Star of £115 million (subject to the price 
adjustment set out in paragraph 3 of this Part I and based on the closing middle market price per Ordinary Share of 
62 pence on 29 January 2009) which comprises approximately:
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•  £21.6 million for the issued and to be issued ordinary share capital of New Star, including the 75 per cent. 
of New Star Ordinary Shares which will be issued to the Banks as part of the New Star Restructuring;

•  £73.4 million for the preference share capital of New Star to be issued pursuant to the New Star Restructuring 
(including preference shares in respect of which options will be granted to certain directors and employees 
within the New Star Group); and

•  £20 million to repay the outstanding indebtedness of New Star owed to the Banks following the New Star 
Restructuring.

The following table shows the upward or downward adjustment of the number of New Ordinary Shares to be issued 
to New Star Preference Shareholders under the Preference Share Acquisition (including to the holders of options over 
New Star Preference Shares to be granted to certain directors and employees within the New Star Group, on the 
assumption that all such options will be exercised) by reference to the impact of the net fund flows on New Star’s 
net management fee income run-rate revenues during the relevant period and the consequent impact on the 
consideration being offered under the Preference Share Acquisition:

Impact on net management fee income
run-rate revenues from net funds flows +20% +10% 0% -10% -20%

Number of New Ordinary Shares to be issued 
under the Preference Share Acquisition  72.6m 48.4m 40.3m 32.3m 8.1m

Value of New Ordinary Shares1 £45m £30m £25m £20m £5m

Total value of Preference Shares1 £93.4m £78.4m £73.4m £68.4m £53.4m

Note:
1. Based on the closing middle market price per Ordinary Share of 62 pence on 29 January 2009.

Therefore, the maximum number of New Ordinary Shares that may be issued under the Preference Share Acquisition 
is 72.6 million.

The Proposed Acquisition is conditional on, among other things:
•  acceptances in relation to the Offer being received in respect of not less than 90 per cent. of New Star Ordinary 

Shares;
• the approval of the Resolutions by Henderson Group Shareholders;
•  the agreement of the UK Listing Authority and the LSE to Admission, subject to the issue of the New Ordinary 

Shares;
•  completion of the New Star Restructuring, including the approval of the New Star Resolutions by the New Star 

Ordinary Shareholders, in respect of which the Banks and/or New Star have received irrevocable undertakings 
and letters of intent from New Star Ordinary Shareholders representing approximately 41.07 per cent. of the 
votes capable of being cast at the Restructuring General Meeting; and

• the approval of the FSA and certain other regulatory authorities.
A more detailed summary of the principal terms and conditions of the Proposed Acquisition is set out in Part V of 
this document.

4. THE NEW STAR RESTRUCTURING

The Proposed Acquisition is conditional upon the New Star Restructuring. This is important because New Star 
currently owes approximately £268 million (including interest) to the Banks under the New Star Principal Borrowing 
Facility and also owes approximately £17.2 million in respect of an interest rate hedging arrangement with one of the 
Banks. The New Star Group also has a contingent liability of up to £5.4 million under the New Star Guarantee Facility 
with certain of the Banks. Under the New Star Restructuring, the Banks have agreed to convert all but £20 million 
of the amounts owed to them under the New Star Principal Borrowing Facility (whether in respect of principal or 
interest), the New Star Group’s liability under the interest hedging arrangement and fees owed to the Banks into:
•  New Star Ordinary Shares representing 75 per cent. of the enlarged fully diluted ordinary share capital of New 

Star following the issue of those New Star Ordinary Shares; and
• 94 million New Star Preference Shares.

In addition, it has been agreed that a further 6 million New Star Preference Shares should be made available 
following completion of the New Star Restructuring to certain directors and employees within the New Star Group 
by way of the grant of an option to each such individual which will be made prior to the Offer becoming or being 
declared wholly unconditional.

The New Star Restructuring is conditional on, among other things, the approval of New Star Ordinary Shareholders 
and approval of the FSA and certain other regulatory authorities. The completion of the New Star Restructuring is 
expected by 1 April 2009.

PART I – LETTER FROM THE CHAIRMAN OF HENDERSON GROUP PLC CONTINUED
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Following completion of the New Star Restructuring, the Proposed Acquisition is expected to take effect, subject 
to certain other conditions set out in paragraph 3 of this Part I, on or around 9 April 2009. As a result of the New 
Star Restructuring, New Star Group is expected to have £20 million of debt outstanding and Henderson Group will 
procure its repayment under the terms of the Proposed Acquisition.

Following the New Star Restructuring, New Star is expected to have:

•  1,077,793,603 New Star Ordinary Shares in issue (75 per cent. of which will be owned by the Banks) which 
will be acquired by Henderson Group pursuant to the terms of the Offer; and

•  94 million New Star Preference Shares in issue which will be acquired by Henderson Group under the terms 
of the Preference Share Acquisition (and a further 6 million unissued New Star Preference Shares in respect of 
which options will be granted to certain directors and employees within the New Star Group by way of the 
grant of an option to each such individual prior to the Offer becoming or being declared wholly unconditional 
and the rights to which will be acquired by Henderson Group in due course).

5. FINANCING OF THE PROPOSED ACQUISITION

The Proposed Acquisition will be funded by:
• Henderson Group’s internal cash resources of approximately £44 million;
•  net proceeds of approximately £46 million from the placing of new Ordinary Shares announced on 

30 January 2009 (the “Placing”) ; and
•  subject to Shareholder approval and Admission, the issue of approximately 40.3 million New Ordinary Shares 

(assuming no price adjustment) valued at £25 million (based on the closing middle market price per Ordinary 
Share of 62 pence on 29 January 2009), to the New Star Preference Shareholders pursuant to the Preference 
Share Acquisition, and to certain directors and employees within the New Star Group who will be granted 
options over New Star Preference Shares (assuming all such options are exercised).

6. INFORMATION ON NEW STAR

The New Star Group is an asset management group whose principal activity is the provision of asset management 
products and services to retail and institutional investors. New Star is a well recognised UK retail fund management 
group with a strong distribution network and a broad portfolio of products, funds, clients and investment 
capabilities. Founded in 2000 by John Duffield as a dedicated investment house specialising in active fund 
management, the business grew rapidly in its early years and made three separate asset acquisitions in 2003 which 
added approximately £2.9 billion of AUM. Since its foundation, New Star has distinguished itself by the effectiveness 
of its sales and marketing.

New Star has been listed on the Official List and admitted to trading on LSE’s main market for listed securities since 
June 2007, having first been admitted to trading on AIM in November 2005. New Star was delisted from the Official 
List and ceased to be admitted to trading on the LSE’s main market for listed securities on 10 March 2009.

New Star has a strong presence in UK mutual funds and also has a range of institutional mandates and hedge funds. 
AUM span a range of investment classes, including equities, fixed income and property. At 31 December 2008, New 
Star’s AUM1 was £11.1 billion split by client category as follows:

        %

Mutual funds      51
Institutional      36
Alternative assets     8
Other2Other2Other        5

        100

Notes:
1.  After allowing for the loss of the Family Assurance management contract.
2. Other includes closed-end funds, a Luxembourg SICAV, funds of in-house managed funds and private clients.

New Star’s principal place of business is London. New Star also has offices in Bermuda, Dublin, Hong Kong, Madrid 
Milan and Zurich.

During 2008, New Star’s business suffered from the effects of the credit crunch and the fall in stock markets around 
the world. In addition, some poor investment performance, uncertain markets and concerns over New Star’s financial 
position resulted in New Star suffering net fund outflows of £4.6 billion and a significant reduction in AUM from 
£23.1 billion at 31 December 2007 to £11.1 billion (after allowing for the loss of the Family Assurance management 
contract) at 31 December 2008.
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PART I – LETTER FROM THE CHAIRMAN OF HENDERSON GROUP PLC CONTINUED

In 2008, New Star reported net revenues of £127 million, operating earnings (being profit before tax, interest, 
exceptional items and amortisation of intangibles) of £41 million, exceptional items of £50 million and losses before 
taxation of £53 million. At 31 December 2008, New Star had gross assets of £136 million and net liabilities of 
£253 million. Following completion of the New Star Restructuring, on a pro-forma basis, New Star will, after 
adopting Henderson Group’s accounting policy, have net assets of £0.8 million as set out in Part IV(C) of this 
document.

7. HISTORICAL FINANCIAL INFORMATION RELATING TO NEW STAR

The audited financial statements of New Star for the years ended 31 December 2006, 2007 and 2008 are set out 
in Part IV(A) of this document. The audited financial statements for the years ended 31 December 2006, 2007 
and 2008 were prepared in accordance with IFRS. The audited financial statements for each of the years ended 
31 December 2006, 2007, 2008 were unqualified. 

The directors of New Star have included a note in the financial statements for the year ended 31 December 2008, 
which draws attention to the fact that the financial statements for the year ended 31 December 2008 have been 
prepared on the basis that the New Star Group is a going concern, which is based on the assumptions that (a) the 
New Star Restructuring is completed; and (b) the Offer is completed. The auditors of New Star have also referred to 
this matter in making their unqualified opinion on the financial statements. 

The Proposed Acquisition is conditional on, among other things, both the New Star Restructuring and Offer taking 
place. On completion of the Proposed Acquisition, both these assumptions will have been met. Therefore, the Board 
believes that these assumptions are not significant to Shareholders as far as the Proposed Acquisition is concerned.

8. FINANCIAL EFFECTS OF THE PROPOSED ACQUISITION

New Star had AUM of approximately £10 billion as at 26 January 2009, after allowing for the loss of the Family 
Assurance management contract, with associated run-rate revenues of approximately £66 million per annum 
(comprising net management fee income of £61 million and £5 million of other income). Whilst New Star’s AUM 
have reduced significantly during 2008 as a result of market movements and client redemptions, the Board believes 
that, under Henderson Group’s ownership, this portfolio of funds and mandates should stabilise by removing 
the corporate uncertainty that is currently affecting the New Star Group’s business. Over the medium term, the 
combination is expected by the Board to enhance substantially the growth potential of Henderson Global Investors’ 
retail and institutional businesses.

Henderson Global Investors intends to migrate New Star’s business onto Henderson Global Investors’ operating 
platforms. The total one-off costs of integration are expected to be approximately £31 million after tax. New Star is 
expected by the Board to have not less than £20 million of cash on completion of the Proposed Acquisition to settle 
certain liabilities in New Star post completion. 

Following the full integration of the businesses, the Board expects that the New Star AUM are capable of being 
serviced at a marginal cost to income ratio of 40 per cent. or better. On the basis of conservative assumptions 
around fund flows, the Board expects the Proposed Acquisition to be significantly earnings enhancing by 2010.1

An unaudited pro forma statement of net assets illustrating the effect of the Proposed Acquisition on Henderson 
Group’s net assets as at 31 December 2008, as if the Proposed Acquisition had become effective at this date, is 
set out in Part IV(C) of this document. This information has been prepared for illustrative purposes only. It shows 
that the Proposed Acquisition would have led to a pro forma movement in net assets from £293.1 million to 
£363.8 million as at 31 December 2008.

9. FUTURE STRATEGY OF THE ENLARGED GROUP

The Proposed Acquisition is expected to accelerate the realisation of Henderson Group’s existing strategy, which 
is to build a scaleable, profitable, active investment management business offering higher margin products in core 
equity, fixed income and alternative investment capabilities. The Board continues to regard Henderson Group’s 
home markets as the UK and Europe, with growing businesses in North America and Asia. New Star will add 
significantly to Henderson Group’s market share in the UK and operations in the US.

10. CURRENT TRENDS IN TRADING AND PROSPECTS 
10.1  Henderson Group
Presently market levels are significantly below the average levels of 2008 and the Board expects this situation to 
persist in the short to medium term. Therefore, 2009 is likely to be more challenging for earnings than 2008. 
However, Henderson Global Investors’ competitive long-term investment performance, diversity of revenues and 
active cost management should provide some support.

Note:
1  Statements that the Proposed Acquisition will be earnings enhancing are not and do not constitute a profit forecast and should 

not be interpreted to mean that the Henderson Group’s or the Enlarged Group’s earnings per share in the first full financial year 
following the Proposed Acquisition, or in any subsequent period, will necessarily match or be greater than the historical published 
earnings per share of Henderson Group or New Star.
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Henderson Group remains committed to providing clients with higher value-add investment products in all market 
conditions. Although the future focus will be on generating profitable organic growth, prevailing markets offer other 
opportunities, at attractive prices for Shareholders, to extend Henderson Global Investors’ product offering and 
increase market share. Overall, the Group remains in satisfactory shape despite the economic climate.

10.2 New Star
New Star continues to be adversely affected by difficult market conditions. As a result, the New Star Group’s AUM 
have fallen to £9.0 billion as at 27 February 2009, down from £11.1 billion at 31 December 2008, in each case 
after allowing for the loss of the Family Assurance management contract. This fall in AUM results from retail net 
outflows of £358 million and other net outflows of £663 million in the period since 31 December 2008 and market 
related movements of £(1.1) billion. The value of funds redeemed from the New Star Group’s UK retail funds during 
January and February 2009 remains significant, but is below the value of funds redeemed during November and 
December 2008.

11. RISK FACTORS

Investors should consider fully and carefully the risk factors associated with the Proposed Acquisition, the Group, the 
Enlarged Group and the Ordinary Shares which are set out in Part III of this document. In particular the risks that:
• New Star’s revenues might decline materially prior to completion;
• New Star’s revenues might decline materially following completion;
• Henderson Group’s revenue might decline materially following completion;
• cost savings expected to result from the Proposed Acquisition may not be achieved; and
• assumptions about integration may prove unrealistic, such as the retention of key New Star staff.

12. GENERAL MEETING

A General Meeting is being convened at Crowne Plaza, Northwood Park, Santry Demesne, Santry at 9.15am (Dublin 
time) and will be simultaneously broadcast to the Wesley Conference Centre, 220 Pitt Street, Sydney at 7.15pm 
(Sydney time) on 2 April 2009 for the purpose of seeking Shareholder approval for the Resolutions.

13. ACTION TO BE TAKEN

A Form of Proxy or CDI Voting Instruction Form to be used in connection with the General Meeting accompanies 
this document. Whether or not you intend to attend the General Meeting in person, you are requested 
to complete and return the Form of Proxy or CDI Voting Instruction Form in accordance with the 
instructions printed on it and in any event so as to arrive by the time and the date printed on the Form 
of Proxy or CDI Voting Instruction Form.

14. FURTHER INFORMATION

The expected timetable of principal events for the Proposed Acquisition is set out on page 4 of this document. Further 
information regarding the terms of the Proposed Acquisition is set out in Part V of this document. Shareholders 
are advised to read the whole of this document and not merely rely on the summarised information set 
out in this letter.

15. RECOMMENDATION TO SHAREHOLDERS

The Board has received financial advice from JPMorgan Cazenove in relation to the Proposed Acquisition. In 
providing its financial advice, JPMorgan Cazenove has relied upon the Directors’ commercial assessment of the 
Proposed Acquisition.

The Board considers the Proposed Acquisition and, as a consequence, all of the Resolutions to be 
proposed at the General Meeting to be in the best interests of all Shareholders as a whole. Accordingly, 
the Board unanimously recommends that Shareholders vote in favour of the Resolutions to be proposed 
at the General Meeting, as they intend to do in respect of their own aggregate beneficial holdings 
amounting to 3,071,484 Ordinary Shares representing 0.4 per cent. of the existing issued ordinary share 
capital of Henderson Group.

Yours sincerely

Rupert Pennant-Rea
Chairman
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PART II – ANSWERING YOUR QUESTIONS

UNDERSTANDING THE PROPOSED ACQUISITION 

1. WHAT AM I BEING ASKED TO VOTE ON?

On 30 January 2009, the Boards of Henderson Group and New Star announced that they had agreed the terms of 
the Proposed Acquisition. 

Completion of the Proposed Acquisition is conditional upon, among other things, approvals of Henderson Group 
Shareholders. These approvals are required:

• by the Listing Rules, due to the size of New Star relative to that of Henderson Group; and

•  by the ASX Listing Rules, given the expected aggregate number of New Ordinary Shares to be issued in 
connection with the Proposed Acquisition and the Placing Shares which were issued on 5 February 2009. This 
is because under the ASX Listing Rules, without the approval of the Shareholders, Henderson Group must not 
issue or agree to issue new Ordinary Shares representing more than 15 per cent. of its issued share capital 
within any 12 month period. Accordingly, this approval will substantially restore Henderson Group’s ability 
under the ASX Listing Rules to issue new Ordinary Shares following completion of the Proposed Acquisition.

As a Shareholder you are asked to vote on the Resolutions to approve the Proposed Acquisition and the issue of 
Ordinary Shares under the Placing, and of New Ordinary Shares in relation to the Proposed Acquisition.

2. WHAT IS THE MAIN REASON FOR THE PROPOSED ACQUISITION?

The Board believes that the Proposed Acquisition will strengthen significantly the position of Henderson Global Investors 
in the UK retail fund management market as it can combine its existing capabilities with New Star’s strong distribution 
network and broad portfolio of products, funds, clients and investment capabilities.

3. WHAT ARE THE EXPECTED KEY BENEFITS OF THE PROPOSED ACQUISITION?

The expected key benefits for Henderson Global Investors of the Proposed Acquisition include:

• an increased scale and distribution capability in the UK retail fund management market;

• the complementary nature of New Star’s broad range of mutual funds to Henderson Global Investors’ own range;

• the opportunity to expand Henderson Global Investors’ direct property business into the retail investor market;

• an increased presence in the US institutional market;

• the strengthening of Henderson Global Investors’ investment capabilities with the addition of key talent;

•  cost efficiencies through headcount reduction and the transfer of New Star’s business onto Henderson Global 
Investors’ operating platforms1; and

•  the potential for significant earnings enhancement by 2010 through the acquisition of a business capable of 
being serviced at a marginal cost to income ratio of 40 per cent. or better2being serviced at a marginal cost to income ratio of 40 per cent. or better2being serviced at a marginal cost to income ratio of 40 per cent. or better .

Notes:
1.  Statements of estimated cost savings and one-off costs for achieving them relate to future actions and circumstances which, by 

their nature, involve risks, uncertainties and other factors. Because of this, the cost savings referred to may not be achieved, or 
those achieved could be materially different from those estimated.

2.  Statements that the Proposed Acquisition will be earnings enhancing are not and do not constitute a profit forecast and should 
not be interpreted to mean that the Henderson Group’s or the Enlarged Group’s earnings per share in the first full financial year 
following the Proposed Acquisition, or in any subsequent period, will necessarily match or be greater than the historical published 
earnings per share of Henderson Group or New Star.

4. WHAT ARE THE PRINCIPAL TERMS OF THE PROPOSED ACQUISITION?

The Proposed Acquisition comprises both a recommended cash offer to be made by Henderson Group to acquire 
all of the issued and to be issued ordinary share capital of New Star and an agreement by Henderson Group to 
acquire for cash and New Ordinary Shares all of the preference share capital of New Star to be issued pursuant to the 
New Star Restructuring. Following completion of the Proposed Acquisition, Henderson Group will also procure the 
repayment of the New Star Group’s debt, which (following completion of the New Star Restructuring) is expected 
to be approximately £20 million. The terms of the Proposed Acquisition imply an enterprise value for New Star of 
£115 million (subject to the price adjustment set out in paragraph 3 of Part I of this document and based on the 
closing middle market price per Ordinary Share of 62 pence on 29 January 2009).
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5. CAN ANY OF THE PRINCIPAL TERMS CHANGE?

The Preference Share Acquisition will be subject to a price adjustment mechanism in relation to any changes in 
New Star’s net management fee income run-rate revenues and the amount of unrestricted cash held by New Star 
in the period prior to completion of the Proposed Acquisition.

The terms of the Preference Share Acquisition provide for an upward or downward adjustment of the number of 
New Ordinary Shares to be issued to New Star Preference Shareholders by reference to the net management fee 
income run-rate revenue impact of net fund flows experienced by New Star in the period starting on 26 January 
2009 and ending at the last valuation point before the earlier of the day on which the Offer becomes or is 
declared wholly unconditional and 30 April 2009 (save in respect of non-pooled accounts, when the period shall 
end on the earlier of the day before the day on which the Offer becomes or is declared wholly unconditional 
and the day before 30 April 2009). Run-rate revenues as at 26 January 2009 were approximately £66 million 
per annum, comprising net management fee income of £61 million and other income of £5 million. To the 
extent that the impact of any such net fund flows on New Star’s net management fee income equals or exceeds 
10 per cent. of such figure during this period, there will be an adjustment to the price of between £5 million (at 
a 10 per cent. variation) and £20 million, being the maximum adjustment for a variation of 20 per cent. or more. 
The price will be adjusted by varying the number of New Ordinary Shares to be issued under the Preference 
Share Acquisition. The terms of the Preference Share Acquisition also provide for a downward adjustment to 
the cash consideration payable to New Star Preference Shareholders by the amount (if any) that the closing 
unrestricted cash balance of New Star on the day prior to the day on which the Offer becomes or is declared 
wholly unconditional (or, if earlier, 15 May 2009) is less than £20 million.

The terms of the Proposed Acquisition imply an enterprise value for New Star of £115 million (subject to the price 
adjustment set out in paragraph 3 of Part I of this document and based on the closing middle market price per 
Ordinary Share of 62 pence on 29 January 2009) which comprises approximately:

•  £21.6 million for the issued and to be issued ordinary share capital of New Star, including the 75 per cent. 
of New Star Ordinary Shares which will be issued to the Banks as part of the New Star Restructuring;

•  £73.4 million for the preference share capital of New Star to be issued pursuant to the New Star Restructuring 
(including preference shares in respect of which options will be granted to certain directors and employees 
within the New Star Group); and

•  £20 million to repay the outstanding indebtedness of New Star owed to the Banks following the New Star 
Restructuring.

The following table shows the upward or downward adjustment of the number of New Ordinary Shares to be issued 
to New Star Preference Shareholders under the Preference Share Acquisition (including to the holders of options 
over New Star Preference Shares to be granted to certain directors and employees within the New Star Group, on 
the assumption that all such options will be exercised) by reference to the impact of the net fund flows on New 
Star’s net management fee income run-rate revenues during the relevant period and the consequent impact on the 
consideration being offered under the Preference Share Acquisition:

Impact on net management fee income
run-rate revenues from net funds flows +20% +10% 0% -10% -20%

Number of New Ordinary Shares 
to be issued under the Preference 
Share Acquisition  72.6m 48.4m 40.3m 32.3m 8.1m

Value of New Ordinary Shares1 £45m £30m £25m £20m £5m

Total value of Preference Shares1 £93.4m £78.4m £73.4m £68.4m £53.4m

Note:
1. Based on the closing middle market price per Ordinary Share of 62 pence on 29 January 2009.

6.  WHAT ARE THE PRINCIPAL TERMS OF THE PROPOSED ACQUISITION FOR NEW STAR ORDINARY 
SHAREHOLDERS?

Pursuant to the Offer, New Star Ordinary Shareholders are being offered 2 pence in cash for each New Star Ordinary 
Share, which values all of the issued and to be issued ordinary share capital of New Star following completion 
of the New Star Restructuring at approximately £21.6 million, including the 75 per cent. of New Star Ordinary 
Shares which will be issued to the Banks as part of the New Star Restructuring. Accordingly, if the Offer becomes 
wholly unconditional, existing New Star Ordinary Shareholders are expected to receive approximately £5.4 million 
in aggregate. Although the Preference Share Acquisition may be subject to a price adjustment as described in 
paragraph 5 of this Part II, the Offer will not be subject to any price adjustment mechanism.
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7.  WHAT ARE THE PRINCIPAL TERMS OF THE PROPOSED ACQUISITION FOR NEW STAR PREFERENCE 
SHAREHOLDERS?

Pursuant to the Preference Share Acquisition, New Star Preference Shareholders are being offered approximately 0.4 
New Ordinary Shares and 48.4 pence in cash for each New Star Preference Share (assuming no price adjustment) 
which values each New Star Preference Share at 73.4 pence and all of the preference share capital of New Star to be 
issued pursuant to the New Star Restructuring at approximately £73.4 million (based on the closing middle market 
price per Ordinary Share of 62 pence on 29 January 2009 and the issue of, in aggregate, 40.3 million New Ordinary 
Shares). This includes the 6 per cent. of preference share capital which will be the subject of options issued to certain 
directors and employees within the New Star Group and which will be exercisable by such directors and employees 
after 30 September 2009, subject to certain conditions, following which they will receive the same consideration as 
the other New Star Preference Shareholders.

However, it is possible that both the number of New Ordinary Shares and the amount of cash that each New 
Star Preference Shareholder receives could be adjusted. The terms of the Preference Share Acquisition provide for 
an upward or downward adjustment of the number of New Ordinary Shares to be issued to New Star Preference 
Shareholders by reference to the net management fee income run-rate revenue impact of net fund flows 
experienced by New Star in the period starting on 26 January 2009 and ending on the last valuation point before 
the earlier of the day on which the Offer becomes  or is declared wholly unconditional and 30 April 2009 (save 
in respect of non-pooled accounts, when the period shall end on the earlier of the day before the day on which 
the Offer becomes or is declared wholly unconditional and the day before 30 April 2009). Run-rate revenues as 
at 26 January 2009 were approximately £66 million per annum, comprising net management fee income of £61 
million and other income of £5 million. To the extent that the impact of any such net fund flows on New Star’s 
net management fee income equals or exceeds 10 per cent. of such figure during this period, there will be an 
adjustment to the price of between £5 million (at a 10 per cent. variation) and £20 million, being the maximum 
adjustment for a variation of 20 per cent. or more. The price will be adjusted by varying the number of New 
Ordinary Shares to be issued under the Preference Share Acquisition. The terms of the Preference Share Acquisition 
also provide for a downward adjustment to the cash consideration payable to New Star Preference Shareholders 
by the amount (if any) that the closing unrestricted cash balance of New Star on the day prior to the day on which 
the Offer becomes or is declared wholly unconditional (or, if earlier, 15 May 2009) is less than £20 million. 

8.  WHAT ARE THE MAIN CONDITIONS TO BE MET BEFORE THE PROPOSED ACQUISITION CAN 
BE COMPLETED?

The Proposed Acquisition is conditional on, among other things:

•  acceptances in relation to the Offer being received in respect of not less than 90 per cent. of New Star Ordinary 
Shares;

• the approval of the Resolutions by Henderson Group Shareholders;

•  the agreement of the UK Listing Authority and the LSE to Admission, subject to the issue of the New Ordinary 
Shares;

•  completion of the New Star Restructuring, including the approval of the New Star Resolutions by the New Star 
Ordinary Shareholders, in respect of which New Star and/or the Banks have received irrevocable undertakings 
and letters of intent from New Star Ordinary Shareholders representing approximately 41.07 per cent. of the 
votes capable of being cast at the Restructuring General Meeting; and

•  the approval of the FSA and certain other regulatory authorities.

9. WHAT HAPPENS IF ANY OF THE CONDITIONS TO THE PROPOSED ACQUISITION ARE NOT MET?

The Proposed Acquisition may not proceed, in which case Henderson Group will retain the cash raised from the 
Placing for general business purposes.

10. HOW IS THE PROPOSED ACQUISITION FINANCED?

The Proposed Acquisition will be funded by:

• Henderson Group’s internal cash resources of approximately £44 million;

• net proceeds of approximately £46 million from the Placing; and

•  subject to Shareholder approval and Admission, the issue of approximately 40.3 million New Ordinary Shares 
(assuming no price adjustment) valued at £25 million (based on the closing middle market price per Ordinary 
Share of 62 pence on 29 January 2009), to the New Star Preference Shareholders pursuant to the Preference 
Share Acquisition, and to certain directors and employees within the New Star Group who will be granted 
options over New Star Preference Shares (assuming all such options are exercised).

PART II – ANSWERING YOUR QUESTIONS CONTINUED
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11. WHO IS NEW STAR?

The New Star Group is an asset management group whose principal activity is the provision of asset management 
products and services to retail and institutional investors. New Star is a well recognised UK retail fund management 
group with a strong distribution network and a broad portfolio of products, funds, clients and investment 
capabilities. Founded in 2000 by John Duffield as a dedicated investment house specialising in active fund 
management, the business grew rapidly in its early years and made three separate asset acquisitions in 2003 which 
added approximately £2.9 billion of AUM. Since its foundation, New Star has distinguished itself by the effectiveness 
of its sales and marketing.

New Star has been listed on the Official List and admitted to trading on LSE’s main market for listed securities since 
June 2007, having first been admitted to trading on AIM in November 2005. New Star was delisted from the Offical 
List and ceased to be admitted to trading on the LSE’s main market for listed securities on 10 March 2009.

New Star has a strong presence in UK mutual funds and also has a range of institutional mandates and hedge funds. 
AUM span a range of investment classes, including equities, fixed income and property. At 31 December 2008, New 
Star’s AUM1 was £11.1 billion split by client category as follows:

        %

Mutual funds      51
Institutional      36
Alternative assets     8
Other2Other2Other        5

        100

Notes:
1.  After allowing for the loss of the Family Assurance management contract.
2. Other includes closed-end funds, a Luxembourg SICAV, funds of in-house managed funds and private clients.

New Star’s principal place of business is London. New Star also has offices in Bermuda, Dublin, Hong Kong, Madrid, 
Milan and Zurich.

During 2008, New Star’s business suffered from the effects of the credit crunch and the fall in stock markets around 
the world. In addition, some poor investment performance, uncertain markets and concerns over New Star’s financial 
position resulted in New Star suffering net fund outflows of £4.6 billion and a significant reduction in AUM from 
£23.1 billion at 31 December 2007 to £11.1 billion (after allowing for the loss of the Family Assurance management 
contract) at 31 December 2008.

In 2008, New Star reported net revenues of £127 million, operating earnings (being profit before tax, interest, 
exceptional items and amortisation of intangibles) of £41 million, exceptional items of £50 million and losses before 
taxation of £53 million. At 31 December 2008, New Star had gross assets of £136 million and net liabilities of 
£253 million. Following completion of the New Star Restructuring, on a pro-forma basis, New Star will, after adopting 
Henderson Group’s accounting policy, have net assets of £0.8 million as set out in Part IV(C) of this document.

12. WHAT WILL BE THE FUTURE STRATEGY OF THE ENLARGED GROUP?

The Proposed Acquisition is expected to accelerate the realisation of Henderson Group’s existing strategy, which 
is to build a scaleable, profitable, active investment management business offering higher margin products in core 
equity, fixed income and alternative investment capabilities. The Board continues to regard Henderson Group’s home 
markets as the UK and Europe, with growing businesses in North America and Asia. New Star will add significantly 
to Henderson Group’s market share in the UK and operations in the US.
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PART II – ANSWERING YOUR QUESTIONS CONTINUED

VOTING INFORMATION FOR HOLDERS OF HENDERSON GROUP ORDINARY SHARES OTHER THAN 
CDI HOLDERS

1. WHO CAN VOTE AT THE MEETING?

Only those members entered in the register of members of Henderson Group at close of business on 31 March 
2009 or, if the General Meeting is adjourned, in the register of members 48 hours before the time of any adjourned 
meeting, shall be entitled to attend and vote at the meeting in respect of the number of Ordinary Shares registered 
in their name at that time. Changes to entries in the register of members after that time shall be disregarded in 
determining the rights of any person to attend or vote at the meeting.

2. HOW CAN YOU VOTE AT THE MEETING?

You may attend the meeting in person or appoint either one or more people as proxies (who need not be a 
shareholder of Henderson Group) to attend, speak and vote on your behalf. If you wish to appoint more than one 
proxy, please copy the enclosed Form of Proxy.

3. WHO CAN BE A PROXY?

You may appoint anyone as your proxy, including the Chairman of the meeting. A proxy need not be a shareholder 
of Henderson Group.

4. WHAT HAPPENS IF YOU APPOINT MORE THAN ONE PROXY?

A member may appoint more than one proxy provided each proxy is appointed to exercise the rights attached to 
a different share or shares. If you appoint more than one proxy, then on each Form of Proxy you must specify the 
number of shares for which each proxy is appointed. If you appoint more than one proxy, each proxy will be entitled 
to vote on a show of hands (when they will have one vote) and on a poll (when each proxy will have one vote for 
every share to which their appointment relates except in the case of a proxy appointed by CDN).

5. HOW DO YOU SUBMIT YOUR PROXY INSTRUCTIONS?

•  By internet via the Henderson Group website at www.henderson.com. To use this facility, you will need your By internet via the Henderson Group website at www.henderson.com. To use this facility, you will need your By internet
unique PIN, Control Number and your Shareholder Reference Number. These numbers are shown on your 
Form of Proxy, email bulletin or Notification of Availability. You will be taken to have signed the Form of Proxy 
if you lodge it in accordance with the instructions on the website;

•  By mail to the Henderson Group’s share registry, using the enclosed reply-paid envelope or by posting it to: 
Henderson Group Share Registry, Computershare, The Pavilions, Bridgwater Road, Bristol BS99 6ZY; or

•  By CREST message. If you are a CREST system user (including a CREST personal member) you can submit 
proxy instructions by having an appropriate CREST message transmitted. CREST personal members or other 
CREST sponsored members should contact their CREST sponsor for assistance with appointing proxies via 
CREST. For further information on CREST procedures, limitations and systems timings, please refer to the 
CREST manual. Henderson Group may be required to treat as invalid a proxy appointment sent by CREST in 
the circumstances set out in Article 40 of the Companies (Uncertificated Securities) (Jersey) Order 1999.

6. WHAT IS THE LAST DATE FOR APPOINTING YOUR PROXY?

The last time for receipt of the Forms of Proxy sent by mail and proxy instructions submitted via the internet 
is 9.15am (Dublin time) on 31 March 2009. If your proxy instructions (and any supporting documents) are not 
received by then, your proxy appointment will not be effective.
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7. WHAT IF A PROXY IS APPOINTED UNDER A POWER OF ATTORNEY OR OTHER AUTHORITY?

Proxy instructions given under authority on behalf of a holder of Ordinary Shares must be submitted by mailing a 
Form of Proxy.

If the Form of Proxy is signed under a power of attorney or other authority on behalf of a shareholder, then the 
attorney must make sure that either the original power of attorney or other authority, or a certified copy, is sent to 
Henderson Group’s share registry so as to arrive no later than 9.15am (Dublin time) on 31 March 2009 unless it has 
previously been lodged with Henderson Group’s share registrars.

8. HOW DOES A SHAREHOLDER THAT IS A COMPANY EXECUTE THE FORM OF PROXY?

If the holder of Ordinary Shares submitting proxy instructions is a UK company, then it must execute the Form of 
Proxy in one of the following ways:

•   by having two directors or a director and a secretary of the company sign the Form of Proxy;

•  if the company has one director who is also the company secretary of the company (or the company does not 
have a secretary), by having that director sign it;

•  by having a duly authorised officer or attorney sign the Form of Proxy (in which case the shareholder must 
send with the Form of Proxy the original, or a certified copy, of the document authorising the attorney or 
representative); or

•  if the company has a common seal, by affixing the common seal in accordance with the company’s articles of 
association.

If the company is incorporated outside the UK, it will need to execute the Form of Proxy in accordance with the laws 
of the relevant jurisdiction of incorporation.

9. DOES A PROXY HAVE TO VOTE?

Your proxy can decide whether or not to attend the meeting and, if he or she attends, can decide whether or not to 
vote. Therefore, you should nominate someone you can trust. However, if a proxy attends the meeting and votes, a 
proxy should only vote following the voting directions given by the holder of Ordinary Shares. If no voting directions 
are given, a proxy may decide whether to vote in favour, against or abstain on any item of business.

10. CAN A PROXY VOTE IN FAVOUR OR AGAINST, AS HE OR SHE WISHES?

If the holder of Ordinary Shares appointing the proxy:

•  directs the proxy how to vote on an item of business, then the proxy should only vote on that item of business 
in the way the holder of Ordinary Shares directed; or

•  does not direct the proxy how to vote on an item of business, then the proxy may vote as he or she thinks fit 
on that item.

The proxy will also have discretion to vote as he or she thinks fit on any other business which may properly come 
before the meeting including amendments to any resolution, and at any adjourned meeting.

11. HOW WILL THE CHAIRMAN VOTE AS PROXY IF HE HAS NOT BEEN DIRECTED HOW TO VOTE?

If a holder of Ordinary Shares appoints the Chairman of the meeting as proxy and does not direct the Chairman 
how to vote on an item of business, then, when the Chairman votes as proxy, he intends to vote in favour of each 
of the Resolutions.

12. PERSONS NOMINATED TO RECEIVE INFORMATION RIGHTS

The proxy rights set out above do not apply to persons nominated by a shareholder to receive information rights 
pursuant to Article 80 of Henderson Group’s Articles of Association. Persons nominated to receive information 
rights under Article 80 that have been sent this notice of meeting are hereby informed that they may have the right 
under an agreement with the registered shareholder by whom they were nominated to be appointed, or to have 
someone else appointed, as a proxy for this meeting. If they do not have such a right or do not wish to exercise it, 
they may have a right under such an agreement to give instructions to the registered shareholder as to the exercise 
of voting rights. Nominated persons should contact the registered shareholder who nominated them in respect of 
these arrangements.
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PART II – ANSWERING YOUR QUESTIONS CONTINUED

VOTING INFORMATION FOR CDI HOLDERS

1. WHO CAN VOTE AT THE MEETING?

Only those CDI Holders entered in the register of CDI Holders of Henderson Group at close of business on 
31 March 2009 or, if this meeting is adjourned, in the register of CDI Holders 48 hours before the time of any 
adjourned meeting, shall be entitled to provide voting instructions to CDN in respect of the number of CDIs registered 
in their name at that time. Changes to entries in the register of CDI Holders after that time shall be disregarded in 
determining the rights of any CDI Holders to provide voting instructions to CDN in regard to this meeting.

2. HOW CAN YOU EXERCISE YOUR VOTING RIGHTS?

You can exercise your voting rights by directing CDN how to vote on each of the resolutions in respect of your 
CDIs. If instead you wish to attend the meeting (or you would like someone else to attend on your behalf), you can 
exercise your voting rights by submitting instructions to CDN to appoint you or your representative as proxy. Your 
representative can be the Chairman. You can direct your representative how to vote on each of the resolutions in 
respect of your CDIs at the meeting.

3. WHO CAN BE A PROXY?

You may instruct CDN to appoint yourself or any other person (including the Chairman) as its proxy in respect of 
your CDIs. A proxy need not be a shareholder of Henderson Group.

4. HOW DO YOU SUBMIT YOUR VOTING INSTRUCTIONS?

•  By internet via the Henderson Group website at www.henderson.com. To use this facility, you will need your By internet via the Henderson Group website at www.henderson.com. To use this facility, you will need your By internet
Security Holder Reference Number and Control Number, which are shown on your CDI Voting Instruction Form 
or Notification of Availability. You will be taken to have signed the CDI Voting Instruction Form if you lodge it 
in accordance with the instructions on the website; 

•  By mail by sending the CDI Voting Instruction Form enclosed to the Henderson Group’s share registry, 
using the enclosed reply-paid envelope or by posting it to Henderson Group Share Registry, GPO Box 4578, 
Melbourne, Victoria 8060, Australia; or, in New Zealand, to Henderson Group Share Registry, Private Bag 
92119, Auckland 1142, New Zealand; or

•  By facsimile by faxing the CDI Voting Instruction Form enclosed to 03 9473 2118 in Australia or 09 488 8787 
in New Zealand.

5. WHAT IS THE LAST DATE FOR SUBMITTING YOUR VOTING INSTRUCTIONS?

If you are directing CDN to vote on your behalf, the latest time for receipt of CDI Voting Instruction Forms (and any 
necessary supporting documents) via post or by fax or voting instructions by internet, is 6.00pm (Sydney time) on 
27 March 2009.

If you are directing CDN to appoint you, the Chairman or someone else as proxy in relation to your CDIs, the latest 
time for receipt of CDI Voting Instruction Forms (and any necessary supporting documents) via post or by fax, or 
voting instructions by internet, is 7.15pm (Sydney time) on 31 March 2009.

6. WHAT IS THE DUE DATE FOR INSTRUCTING CDN TO APPOINT A PROXY ON YOUR BEHALF?

To instruct CDN to appoint a proxy, you will need to make sure that the Henderson Group share registry receives 
your completed CDI Voting Instruction Form (and any necessary supporting documents) by 7.15pm (Sydney time) 
on 31 March 2009. If your CDI Voting Instruction Form (and any supporting documents) is not received by then, your 
proxy appointment will not be effective.

7.  WHAT IF VOTING INSTRUCTIONS ARE SUBMITTED UNDER A POWER OF ATTORNEY OR OTHER AUTHORITY?

Voting instructions given under authority on behalf of a CDI Holder must be submitted by mailing or faxing the 
CDI Voting Instruction Form. 

If the CDI Voting Instruction Form is signed under a power of attorney or other authority on behalf of a CDI Holder, 
then the attorney must make sure that either the original power of attorney or other authority, or a certified copy, 
is sent to Henderson Group’s share registry so as to arrive by the date specified on the form unless it has previously 
been lodged.
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8. HOW DOES A CDI HOLDER THAT IS A COMPANY EXECUTE THE CDI VOTING INSTRUCTION FORM?

If the CDI Holder executing the CDI Voting Instruction Form is an Australian company, then it must execute a CDI 
Voting Instruction Form in one of the following ways:

•  by having two directors or a director and a secretary of the company sign the CDI Voting Instruction Form;

•  if the company has one director who is also the secretary of the company (or the company does not have a 
secretary), by having that director sign it;

•  by having a duly authorised officer or attorney sign the CDI Voting Instruction Form (in which case the CDI 
Holder must send with the CDI Voting Instruction Form the original, or a certified copy, of the document 
authorising the attorney or representative); or

•  if the company has a common seal, by affixing the common seal in accordance with the company’s 
constitution.

If the company is incorporated outside Australia, it will need to execute the CDI Voting Instruction Form in accordance 
with the laws of the relevant jurisdiction of incorporation.

9. DOES A PROXY HAVE TO VOTE?

Your proxy can decide whether or not to attend the meeting and, if he or she attends, can decide whether or not 
to vote. Therefore, you should nominate someone you can trust. However, if a proxy attends the meeting and votes, 
a proxy should only vote following the voting directions given by the CDI Holder. If no voting directions are given, a 
proxy may decide whether to vote in favour, against or abstain on any item of business.

10. CAN A PROXY VOTE IN FAVOUR OR AGAINST, AS HE OR SHE WISHES?

If the CDI Voting Instruction Form:

•  directs the proxy how to vote on an item of business, then the proxy should only vote on that item in the way 
the CDI Holder directed; or

•  does not direct the proxy how to vote on an item of business, then the proxy may vote as he or she thinks fit 
on that item.

The proxy will also have discretion to vote as he or she thinks fit on any other business which may properly come 
before the meeting, including amendments to any resolution, and at any adjourned meeting.

11. HOW WILL THE CHAIRMAN VOTE AS PROXY IF HE HAS NOT BEEN DIRECTED HOW TO VOTE?

If a CDI Holder instructs CDN to appoint the Chairman of the meeting as proxy and does not direct the Chairman 
how to vote on an item of business, then when the Chairman votes as proxy, he intends to vote in favour of each 
of the Resolutions.
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PART III – RISK FACTORS

The following risk factors, which could adversely affect the business, results of operations, cash flow, financial 
condition, turnover, profits, assets, liquidity, share price and/or capital resources of Henderson Group, the Group 
and/or the Enlarged Group should be carefully considered by Shareholders when deciding what action to take 
in relation to the Proposed Acquisition. You should read the whole of this document and not rely solely on the 
information set out in this Part III.

Additional risks and uncertainties currently unknown to Henderson Group, or which Henderson Group currently 
deems immaterial, may also have an adverse effect on the financial condition or business of the Group and/or the 
Enlarged Group.

1. RISK FACTORS RELATING TO THE PROPOSED ACQUISITION

The following risk factors relate to the implementation of the Proposed Acquisition: 

New Star’s revenues might decline materially prior to completion
The price adjustment mechanism described in paragraph 3 of Part I of this document provides some protection 
for Henderson Group from material adverse outflows of net management fee income run-rate revenues within 
New Star during the period prior to completion of the Proposed Acquisition. It also incentivises the proposed New 
Star Preference Shareholders and certain directors and employees within the New Star Group to mitigate potential 
outflows during this period. It is possible, however, that actual outflows of net management fee income run-rate 
revenues are worse than expected and may exceed the cap in the price adjustment mechanism.

The Directors believe that a significant factor behind the outflows from New Star has been the perception of 
corporate uncertainty by investors. There can be no certainty that the Proposed Acquisition will reverse that 
perception and reduce the rate of outflows as expected. 

New Star’s revenues might decline materially following completion
The benefits of the Proposed Acquisition for Henderson Group will depend upon the level of net management fee 
income run-rate revenues retained by New Star and the prospects for future growth in New Star’s business, together 
with Henderson Group’s ability to manage costs in line with revenues maintained. Any significant withdrawal of 
assets by New Star’s clients following completion of the Proposed Acquisition, over and above normal commercial 
flows, could lead to a substantial reduction in expected revenues as a result of the Proposed Acquisition, from which 
Henderson Group does not have any ongoing protection by virtue of the price adjustment mechanism described in 
paragraph 3 of Part I of this document.

Henderson Group’s revenues might decline materially following completion
Existing clients of Henderson Global Investors might perceive the disruption caused to Henderson Global Investors’ 
investment platform and investment culture by the integration of New Star as detrimental to the performance of the 
funds in which they are invested. As a result, there is a risk that existing clients might withdraw their funds, reducing 
Henderson Global Investors’ existing run-rate revenues.

Cost savings expected to result from the Proposed Acquisition may not be achieved
Statements of estimated cost savings arising from the Proposed Acquisition and one-off costs for achieving them 
relate to future actions and circumstances which, by their nature, involve risks, uncertainties and other factors. 
Because of this, the cost savings anticipated by the integration of New Star and Henderson Group may not be 
achieved, or those achieved could be materially different from those estimated and the one-off costs of achieving 
them could be higher than currently expected.

Assumptions about the integration of New Star may prove to be unrealistic
Henderson Group has made a number of assumptions in its plan to integrate Henderson Global Investors and New 
Star that have a bearing on the overall cohesiveness and culture of the Enlarged Group. Such assumptions include 
the retention of key New Star staff, the narrowing of cultural differences between Henderson Global Investors and 
New Star and the mechanics involved in migrating New Star’s funds onto Henderson Global Investors’ outsourced 
administrative platforms. As these assumptions relate to future actions and circumstances which, by their nature, 
involve risks, uncertainties and other factors, the expected outcomes may prove to be unrealistic.

2. GENERAL RISK FACTORS RELATING TO THE GROUP AND/OR THE ENLARGED GROUP 

Risks set out in this paragraph are relevant to the Group and/or the Enlarged Group. Accordingly, references to risks 
that apply to the Group in this section should also be deemed to apply to the Enlarged Group.
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Price risk
Price risk is the risk that a decline in the value of assets adversely impacts on the profitability of the Group. The Group 
views price risk as having two principal components:

•  a prolonged or significant reduction in value of available-for-sale financial assets held by the Group resulting in 
a loss recognised in the consolidated income statement; and

•  a significant decline in value of AUM of the Group resulting in a significant reduction in the level of fees 
generated. 

Corporate investments held as available-for-sale financial assets on the consolidated balance sheet include shareholdings
in Banco Popolare Gruppo Bancario with a market value at 31 December 2008 of £18.7 million (2007: £53.7 million). 
The Group is also exposed to price risk in respect of seed capital investments in Henderson Global Investors funds. 
The seed capital investments vary in duration, depending on the nature of the investment, with a typical range of 
less than one year for Listed Asset products and between three to five years for Private Equity and Property funds. 
The total market value of seed capital investments at 31 December 2008 was £57.2 million (2007: £48 million).

Management monitors exposures to price risk on an ongoing basis. Movements in significant investments are 
monitored daily. Occasionally, management will consider hedging price risk, but there were no such hedges in place 
at 31 December 2008. 

Interest rate risk
Interest rate risk is the risk that the Group will sustain losses from adverse movements in interest bearing assets 
and liabilities. The Group is exposed to interest rates on banking deposits held in the ordinary course of business. 
Available-for-sale financial assets are not currently exposed to interest rate risk. This exposure is monitored by 
management on a continuing basis.

Liquidity risk
Liquidity risk is the risk that the Group may be unable to meet its longer term payment obligations as they fall due 
(outside the period covered by the statement on the working capital available to the Enlarged Group in paragraph 
11 of Part VI of this document).

Group liquidity is managed on a daily basis by the Group’s finance function, to ensure that the Group always has 
sufficient cash and/or highly liquid assets available to meet its liabilities. This function also controls and monitors the 
use of the Group’s non-operating capital resources. It is the Group’s policy to ensure that it has access to funds to 
cover all forecast commitments for the next 18 months.

Foreign currency risk
Foreign currency risk is the risk that the Group will sustain losses through adverse movements in currency 
exchange rates.

The Group’s business is impacted through its exposure to non-pounds sterling income and expenses and assets 
and liabilities of non-UK subsidiaries as well as assets and liabilities denominated in currency other than pounds 
sterling. The currency exposure is managed by limiting the Group’s net exposure to individual foreign currencies to 
predetermined caps through forward currency contracts. The Group also uses foreign currency contracts to eliminate 
the currency exposure on certain individual transactions. In addition, the Group carries a small foreign exchange 
position as principal to facilitate the smooth conduct of its client business.

Foreign currency risk is managed by the Group’s finance function, whereby foreign currency balances are monitored 
closely and, where cost effective, hedging options are considered. The Group seeks to use natural hedges, namely 
other financial assets and liabilities of opposite value denominated in the same currency. Where there is a mismatch, 
any material currency flows, which are reasonably certain, are actively hedged, by way of three month rolling 
forward foreign currency contracts. Where there is insufficient certainty, the currency is translated back into pounds 
sterling on receipt.

Credit risk
The Group has exposure to credit risk in two main regards: either through the default of a counterparty with whom 
it has deposited its own funds or through the default of a debtor.

The Group has an established credit policy, to ensure that it only trades with counterparties that are able to 
meet satisfactory rating requirements. Counterparty limits are reviewed and set centrally by the Group’s credit 
risk committee. Management is responsible for ensuring that it remains within these limits and the Group’s risk 
management services function monitors and reports any exceptions to policy. The Group has not suffered any 
losses as a result of trade debtors. The Group’s risk management function is also responsible for reporting credit 
exposures to the Group’s Audit Committee on a quarterly basis and for ensuring that any credit concerns are raised 
and activities taken to mitigate risks. 
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Investment performance risk
The Group is exposed to investment performance risk. This is the risk that the investment performance of the 
Group’s funds and other products proves to be unsatisfactory, which may cause existing clients to decide to reduce 
or redeem their investments or transfer mandates to other asset managers. In addition, the Group may be unable 
to win new asset management business. The consequent reduction in assets under management could have an 
adverse impact on the Group’s profitability due to an overall reduction in management fees. Furthermore, many of 
the Group’s performance fee arrangements are based on relative or absolute performance hurdles and, if investment 
performance is weak, then performance fees may be significantly lower. Performance fees are generally payable to 
the Group on an annual basis by its funds or clients. The performance hurdles are typically set by reference to the 
asset value of the fund or portfolio and sometimes have high water-marks. As a result, performance fees are subject 
to market volatility, which may lead to volatility in the Group’s profitability. Performance fees have constituted a 
significant proportion of the Group’s past revenues and profits. 

Operational risk
Operational risk is the risk that the Group will sustain losses through inadequate or failed internal processes, people, 
systems and external events. The Group’s major operational risks include:

(a) Client risk
Client risk is the risk of a breach of the Group’s duty of care to its clients, which would normally be associated with 
a failure to adhere to the investment guidelines in a client’s mandate.

(b) Outsourcing risk
The Group relies, through its outsourcing arrangements, on third party distributors and administrators and other 
providers of back office functions. Any interruption in the services or deterioration in their performance could impair 
the Group’s business. Furthermore, if the contracts with any of these third party providers are terminated, the Group 
may not find alternative outsource service providers on a timely basis or on equivalent terms. The occurrence of any 
of these events could have a material adverse effect on the Group.

In relying on third party custodians, the Group is exposed to the risk that these custodians, or any sub-custodians, 
fail to comply with their legal and contractual obligations as a result of insolvency or otherwise. The Group is also 
reliant on third party custodians and sub-custodians having sufficient capacity and the technical ability to discharge 
their contractual obligations to the Group. Any failure by a custodian or sub-custodian to comply with its legal or 
contractual obligations could have a material adverse effect on the Group.

(c) Disasters risk
The Group’s business operations, information systems and processes are vulnerable to damage or interruption from 
fires, floods, extreme weather, power loss, telecommunication and IT failures, bomb threats, explosions or other 
forms of terrorist activity and other natural and man-made disasters or other extreme events. These systems may 
also be subject to criminal damage, vandalism, theft and similar wrongdoing. This is also the case for third party 
providers on which the Group relies. The Group’s core businesses have in place disaster recovery plans covering 
current business requirements, which have been tested and which the Group considers adequate. Suppliers of 
administration, custody and information technology services and other back office functions have confirmed they 
have disaster recovery and business continuity plans in place. However, if there is a disaster and if the disaster 
recovery plans are found to be inadequate there could be an adverse impact on the Group.

The effectiveness of the Group’s financial controls and its ability to provide a high quality service to clients depends, 
in part, on the efficient and uninterrupted operation of its information systems, including its computer systems. 
There can be no assurance that these systems will function as designed. Any damage to, or failure of, its information 
systems could result in interruptions to, or deterioration in the quality of, the Group’s financial controls and client 
service. 

(d) Retention and loss of key management and investment professionals
The loss of any member of the senior management team or one of the Group’s principal investment professionals 
may have a material adverse effect on the future growth of the business. In particular, if the Group loses any of its 
principal investment managers, there is a risk that it may subsequently experience outflows from its funds, lose client 
mandates and may fail to win new business.

The Group’s continued success depends on its ability to attract, motivate, train and retain high quality investment 
managers and sales, marketing, support and other personnel. As a result, the Group’s inability to attract, motivate 
and/or retain the necessary highly skilled personnel could have a material adverse effect on the Group.

(e) System risks
The Group’s systems are subject to continual development to ensure they remain capable of supporting the targets 
for AUM, the development of new products, improvements in processes, market and regulatory changes. Any 
disruption in the development of systems, or difficulties at the implementation stage may result in additional costs, 
lost revenues and may adversely effect the execution of the Group’s strategy.

PART III – RISK FACTORS CONTINUED
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Performance of investment marketsPerformance of investment marketsPerformance of
The profitability of the Group depends upon the levels of international investment markets since these help determine 
the value of the AUM on which both management fees and performance fees are calculated. 

The financial markets in which the Group offers its services are directly affected by many national and international 
factors that are beyond its control. Any one of the following factors, among others, may cause a substantial decline 
in the financial markets in which the Group offers its services: legislative and regulatory changes; economic and 
political conditions in the UK, US, Continental Europe and elsewhere in the world; concerns about terrorism and war; 
the level and volatility of equity, property and commodity markets; the level and volatility of interest rates and foreign 
currency exchange rates; concerns over inflation and changes in institutional and consumer confidence levels. 

Uncertain economic prospects or declines in investment markets for whatever reason could result in investors 
withdrawing from the markets or decreasing their rate of investment. The Group’s revenue is predominantly 
derived from management fees based on the value of AUM. Since the Group’s costs are not linked in the short 
term to the amount of its AUM, changes in the levels of global investment markets may have a magnified effect on 
profitability.

Margin risk
The size and mix of AUM help determine the net revenue of the Group, since management fees are mainly 
calculated in relation to the value of AUM. Management fees earned in relation to AUM vary according to client 
type and asset class. Typically, the Group earns fees at higher rates on its hedge funds and mutual funds than on 
its institutional mandates. Furthermore, with regard to mutual funds, the Group typically earns fees at higher rates 
for the management of equities and property than for fixed income assets. The size and mix of AUM is not only 
dependent upon the level of investment markets, foreign exchange rates and the performance of the portfolio, but 
also the level of flows, whether positive or negative, into those funds.

The Group also rebates a proportion of the management and front-end fees it receives to third party distributors 
and introducers. The level of rebate agreed with a client is mainly dependent upon the type of fund (e.g. equity, 
fixed income) and the amount of the Group’s AUM attributable to it. However, the Group’s distribution channels for 
mutual funds are changing and, with the increasingly competitive market environment, these changes may increase 
upward pressure on levels of rebates. 

Reputational risk 
The Group’s reputation is one of its most important assets. Its relationships with institutional investors and other 
significant market participants are very important to its business, since it operates in an industry where integrity and 
the trust and confidence of clients are of critical importance. Negative publicity (whether or not justified) associated 
with the Group or any of its funds or products could result in a loss of clients and/or mandates by the Group. 
Damage to the Group’s reputation as a result of these or other factors could have a material adverse effect on its 
business operations and/or financial condition.

Regulatory risk
The FSA is the Group’s primary regulator and members of the Group are also subject to regulation in the various 
other jurisdictions in which they operate (together, the “Regulators”). Withdrawal or amendment of regulatory 
approval in respect of all or part of the business carried on by the Group or any of its funds or in respect of one or 
more individuals to perform their roles might result in a requirement for the Group to cease conducting a particular 
business, change the way in which it is conducted or allocate responsibility for that business to different individuals. 
The conduct of regulated activities by unauthorised persons could have a number of adverse consequences, including 
the possibility that agreements made in the course of such activities are rendered unenforceable.

Each of the Regulators has regulatory powers dealing with many aspects of financial services including, among other 
things, the authority to grant and, in specific circumstances, to vary or cancel permissions to carry on a particular 
business and to regulate marketing and sales practices, advertising and the maintenance of adequate financial 
resources. 

One of the principal regulatory objectives of each Regulator is the protection of fund investors and clients, rather 
than shareholders or creditors of the Group. Regulators may make enquiries of companies within their jurisdiction 
regarding, among other things, compliance with regulations governing the conduct of business or the operation of 
a regulated business and the handling and treatment of clients. 

In the context of the current regulatory environment, Henderson Group believes each of its regulated businesses 
dedicates adequate resources to compliance, endeavours to respond to regulatory enquiries in an appropriate way 
and takes remedial action when required. In the event that this is not the case, the potential exists that a Regulator 
could initiate regulatory proceedings against the Group which could result in a public reprimand and/or fines or 
other regulatory sanctions. Regulatory action could result in adverse reputational risk, including negative publicity 
or perceptions regarding the Group, as well as diverting management’s attention from the day-to-day management 
of the Group’s business. A significant regulatory action against a member of the Group or a fund could also have a 
material adverse effect on the financial position of the Group.
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PART III – RISK FACTORS CONTINUED

Significant changes in the laws and regulations governing the Group’s business or adverse outcomes of regulatory 
reviews of relevant members of the Group could reduce the services the Group is able to offer or the fees it is able 
to charge, or increase the costs of compliance with regulation, any of which could decrease the Group’s revenues 
and profitability. In addition, a substantial adverse change in regulatory capital requirements could have a material 
adverse effect on the Group.

Litigation risk
The extent and complexity of the legal and regulatory environment in which the Group operates and the products 
and services it offers means that many aspects of the Group’s business involve substantial risks of liability. There have 
been an increasing number of incidents of litigation involving the financial services industry and any litigation brought 
in the future could have a material adverse effect on the Group. The Group’s insurance or policies may not necessarily 
cover claims that investors or others have brought or may bring against the Group or may not be adequate to protect 
it against all liability that may be imposed.

Warranties and indemnities in relation to disposed businesses
In recent years, the Group has disposed of a number of businesses to third parties. Typically, sale agreements provide 
for warranties and indemnification for specified periods in relation to certain matters concerning the businesses 
which have been sold. While the Group has no knowledge that it has any actual liability under these warranty and 
indemnification arrangements, such a liability may arise and any such liability may be material, which could have a 
material adverse effect on the Group’s business, operations and/or financial condition.

Taxation risk
Changes in tax legislation can affect investment behaviour, making investment generally, and specific kinds of 
investment products in particular either more or less attractive. The Group cannot predict the impact of future 
changes made to tax legislation on its business nor can it predict the impact of future changes made to tax law on 
the attractiveness of its investment products. Amendments to existing legislation (particularly if there is a withdrawal 
of any available tax relief or an increase in tax rates) or the introduction of new rules may affect the decisions of either 
existing or potential clients. Changes from time to time in the interpretation of existing tax laws, amendments to 
existing tax rates, or the introduction of new tax legislation could all have a material adverse effect on the Group.

A corporate restructuring of the Group in 2008 was designed, among other things, to help protect the Group’s tax 
position. However, the effectiveness of this structure is dependent on current tax legislation in the UK, Republic of 
Ireland and other jurisdictions. Any changes in tax legislation may render this structure less effective than originally 
believed. There can be no certainty that this structure will protect the tax position of the Group or that future 
changes in tax legislation will not reduce its effectiveness. As a result, the Group’s tax position may change materially 
in the future and the effective tax rate in the future may be materially higher than the rate achieved by the Group 
in the past.

3. RISK FACTORS IN RELATION TO ORDINARY SHARES

The price of Ordinary Shares may fluctuate as a result of a variety of factors including, but not limited to the financial 
performance of the Group; the operating and share price performance of other companies in the industry and 
market in which the Group operates; speculation about the Group’s business in the press, media or the investment 
community; the publication of research reports by analysts including estimates; and general market conditions. 
Shareholders should be aware that the value of Ordinary Shares can go down as well as up and may not always 
reflect the underlying asset value or prospects of the Group.

Without prejudice to the working capital statement made in paragraph 11 of Part VI of this document, Henderson 
Group may issue additional shares in the longer term, which may adversely affect the price of Ordinary Shares.
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PART IV(A) – FINANCIAL INFORMATION ON THE NEW STAR GROUP1

1.  BASIS OF FINANCIAL INFORMATION

The consolidated financial statements of New Star for the years ended 31 December 2006, 2007 and 2008 are set 
out below.

The financial information set out below comprises consolidated income statements, cash flow statements and 
statements of recognised income and expense for each of the three years ended 31 December 2006, 31 December 
2007 and 31 December 2008; consolidated balance sheets as at 31 December 2006, 31 December 2007 and 
31 December 2008; significant accounting policies and the notes to the consolidated financial statements. The 
financial information does not constitute statutory accounts within the meaning of section 240 of the Companies 
Act 1985.

This information has been extracted without material adjustment from the financial statements for the year ended 
31 December 2008, as set out in New Star’s annual report and accounts for 2008, the financial statements for the 
year ended 31 December 2007, as set out in New Star’s annual report and accounts for 2007, and the financial 
statements for the year ended 31 December 2006, as set out in New Star’s annual report and accounts for 2006. 
The audit reports in New Star’s annual report and accounts for 2008, 2007 and 2006 were unqualified. The financial 
statements for the years ended 31 December 2008, 2007 and 2006 were prepared in accordance with IFRS. 

2.  HISTORICAL FINANCIAL INFORMATION

2.1 Consolidated income statement for the three years ended 31 December 2008

   2008 2007 2006
 Notes  £’000 £’000 £’000

Revenue     196,861 263,221 200,710
Fees and commissions   (69,517) (89,952) (66,764)

Net revenue    127,344 173,269 133,946

Operating expenses 3  (81,402) (75,194) (61,934)
Exceptional operating expenses   (5,000) – –

Total operating expenses   (86,402) (75,194) 61,934

Operating earnings2   40,942 98,075 72,012

Intangible amortisation 9  (22,333) (23,244) 23,252
Exceptional costs  3  (50,264) (2,388) –

Operating (loss)/profit   (31,655) 72,443 48,760Operating (loss)/profit   (31,655) 72,443 48,760Operating (loss)/profit

Finance revenue    2,192 3,048 1,890
Finance expense    (23,750) (12,679) (631)

(Loss)/profit before taxation   (53,213) 62,812 50,019

Taxation   6  7,718 (16,351) (10,577)

(Loss)/profit for the year attributable to
equity holders of the parent 21  (45,495) 46,461 39,442equity holders of the parent 21  (45,495) 46,461 39,442equity holders of the parent

Operating earnings per share (pence)2 8  18.39 39.51 24.71
Basic earnings per share (pence) 8  (20.43) 18.72 13.54
Diluted earnings per share (pence) 8  (20.43) 18.45 13.54

Notes:
1.  References in this Part IV(A) only to “the Company”, “the Group”, “the Directors” and “the Board” are respectively to New Star, 

New Star Group, the directors and the board of directors of New Star.
2.   In the opinion of the directors the operating earnings (profit before taxation, interest, exceptional items and amortisation of 

intangibles) more accurately reflect the underlying profitability of the Group and its ongoing activities.
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PART IV(A) – FINANCIAL INFORMATION ON THE NEW STAR GROUP CONTINUED

2.2  Consolidated statement of recognised income and expense for the three years ended 31 Dec 2008

   2008 2007 2006
 Notes  £’000 £’000 £’000

(Loss)/profit for the year 21  (45,495) 46,461 39,442(Loss)/profit for the year 21  (45,495) 46,461 39,442(Loss)/profit for the year
Exchange movement on translation of foreign operations   2,396 (91) (265)
Fair value movement on available-for-sale assets   476 285 (1,469)
Fair value movement of hedge instruments after taxation    4,872 (4,872) –

Net income/(expense) recognised directly in equity 21  7,744 (4,678) (1,734)Net income/(expense) recognised directly in equity 21  7,744 (4,678) (1,734)Net income/(expense) recognised directly in equity

Total recognised income and expense for the year   (37,751) 41,783 37,708Total recognised income and expense for the year   (37,751) 41,783 37,708Total recognised income and expense for the year

Attributable to:
Equity holders of the parent company   (37,751) 41,783 37,708
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2.3 Consolidated balance sheet at 31 December

   2008 2007 2006
 Notes  £’000 £’000 £’000

Non-current assets
Intangible assets  9  8,185 30,518 53,762
Property and equipment 10  4,433 4,531 3,312
Financial assets  12  – 5,260 11,815
Deferred tax assets 13  8,008 2,479 1,421
Trade and other receivables 14  – 6,655 9,292

      20,626 49,443 79,602

Current assets
Trade and other receivables 14  74,171 106,020 95,661
Financial assets  12  396 681 3,900
Current tax     1,858 – –
Cash and cash equivalents 15  38,715 29,237 19,237

      115,140 135,938 118,798

Total assets    135,766 185,381 198,400

Current liabilities
Trade and other payables 16  (82,380) (112,987) (85,559)
Current tax     – (5,866) (4,793)

      (82,380) (118,853) (90,352)

Non-current liabilities     
Long-term borrowings 17  (257,574) (266,249) –
Financial liabilities 18  (15,892) (7,502) –
Trade and other payables 16  (8,564) (3,536) (2,335)
Provisions   19  (24,196) (66) (129)

      (306,226) (277,353) (2,464)

Total liabilities    (388,606) (396,206) (92,816)

Net (liabilities)/assets   (252,840) (210,825) 105,584

Equity     Equity     Equity
Share capital  20, 21  67,145 58,395 14,541
Share premium  21  19,998 – 257
Capital redemption reserve  21  – – 1,119
Retained earnings 21  85,299 134,830 110,933
Other reserves  21  (403,103) (410,847) (407)
Own shares  21  (22,179) 6,797 (20,859)

Equity attributable to equity holders of the parent 21  (252,840) (210,825) 105,584Equity attributable to equity holders of the parent 21  (252,840) (210,825) 105,584Equity attributable to equity holders of the parent
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PART IV(A) – FINANCIAL INFORMATION ON THE NEW STAR GROUP CONTINUED

2.4 Consolidated cash flow statement for the three years ended 31 December 2008

   2008 2007 2006
 Notes  £’000 £’000 £’000

Cash flow from operating activities     
(Loss)/profit after taxation   (45,495) 46,461 39,442
Depreciation charges 10  1,550 1,150 791
Amortisation of intangible assets 9  22,333 23,244 23,252
Loss/(profit) on write-off of tangible fixed assets   500 (7) –
Loss/(profit) on sale of financial assets   5,000 (320) –
Reversal of impairment losses   6,579 – –
Share-based element of remuneration 23  469 521 1,689
Net finance expense/(income)   21,558 9,631 (1,259)
Taxation (credit)/expense 6  (7,718) 16,351 10,577

      4,776 97,031 74,492
Changes in operating assets and liabilities     
Decrease in financial assets   285 3,219 (2,805)
Decrease/(increase) in trade and other receivables   31,850 (10,359) (37,345)
(Decrease)/increase in trade and other payables   (9,687) 28,628 28,511
Increase/(decrease) in provisions 19  24,130 (63) (36)

      51,354 118,456 62,817

Taxation paid    (7,429) (14,442) (5,857)

Net cash flow from operating activities   43,925 104,014 56,960

Cash flow from investing activities     
Purchase of investments 12  – (8,190) (6,000)
Proceeds from the sale of investments   – 16,086 –
Purchase of property and equipment 10  (1,960) (2,373) (1,504)
Proceeds from sale of tangible fixed assets   8 12 5

Net cash flow from investing activities   (1,952) 5,535 (7,499)

Cash flow from financing activities
Proceeds from the issue of share capital   28,748 1,686 274
Movement in EBTs   (28,976) 27,656 (2,837)
Loans repaid by/(to) employees   70 2,637 (586)
Receipts from long-term borrowing   – 300,000 –
Repayment of long-term borrowing   (10,000) (30,000) (9,298)
Repayment of short-term borrowing   – – (9,758)
Finance income received   2,192 3,048 2,442
Finance expense paid   (22,420) (16,430) (526)
Repayment of capital to shareholders   – (364,970) –
Purchase and cancellation of shares   – – (19,422)
Dividends paid  7  (4,505) (23,085) (11,340)

Net cash flow from financing activities   (34,891) (99,458) (51,051)

Net change in cash and cash equivalents   7,082 10,091 (1,590)
Cash and cash equivalents at start of year   29,237 19,237 21,092
Exchange movements   2,396 (91) (265)

Cash and cash equivalents at end of year 15  38,715 29,237 19,237Cash and cash equivalents at end of year 15  38,715 29,237 19,237Cash and cash equivalents at end of year
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2008

1.  ACCOUNTING POLICIES

New Star Asset Management Group PLC is a company incorporated and domiciled in the United Kingdom under 
the Companies Act 1985. 

The Group financial statements are presented in pounds sterling (rounded to the nearest thousand), the currency 
of the parent company. 

The consolidated financial statements of the Group for the year ended 31 December 2008 comprise the Company 
and its subsidiaries (together referred to as the Group). Foreign operations are included in accordance with the 
policies set out in note 1e(ii).

Basis of preparation of accounts
On 3 December 2008, the Company and its bankers (the “banks”) agreed in principle to restructure the capital of 
the Group (the “Restructuring”). Under the terms of the Restructuring agreement the Banks agreed to swap £240 
million of bank debt plus accrued interest, fees and any loss on the interest rate swap and cap taken out to hedge 
the bank debt, into 94 million preference shares and 75% of the enlarged ordinary share capital of the Company. 
The remaining debt of £20 million is repayable in 2013. The dividend on the preference share capital can be rolled up 
and converted into ordinary shares in 2013. This Restructuring is to be achieved firstly by de-listing the Company and 
then by issuing the new ordinary and preference shares. On 10 February 2009 the shareholders voted in favour of the 
de-listing and on 10 March 2009 the Company was de-listed. The circular seeking approval of the Restructuring is due 
to be sent to the Company’s shareholders on 11 March 2009 and the general meeting to approve the Restructuring 
is due to take place on 31 March 2009.

On 30 January 2009 Henderson Group plc announced an offer to acquire all the issued and to be issued 
ordinary share capital and preference share capital of the Company (the “Offer”). The Offer is subject to amongst 
other things the proposed Restructuring having taken place. Both the Restructuring and the Offer are subject to 
shareholder votes.

The Directors believe that the Restructuring and acquisition of the Company will be completed, which will ensure 
the ongoing viability of the business. Accordingly the financial statements have been prepared on the basis that the 
Group is a going concern. If the Restructuring and acquisition do not take place, the Company would be in breach 
of its obligations under its loan arrangements and the Company would have to enter into discussions with the banks 
immediately. There can be no certainty as to whether the outcome of those discussions would be successful. The 
possibility that Restructuring and acquisition do not complete indicates that there is a material uncertainty which 
may cast significant doubt on the Company’s ability to continue as a going concern and, therefore, it may be unable 
to realise its assets and discharge its liabilities in the normal course of its business. The Directors believe that it is 
reasonable to assume that the Restructuring and the acquisition will be completed.

(a) Statement of compliance
  The consolidated financial statements of the Group have been prepared and approved by the directors in 

accordance with IFRS, as adopted by the EU, and those parts of the Companies Act 1985 applicable to 
companies reporting under IFRS.

(b)  Basis of preparation
  The financial statements of the Group have been prepared under the historical cost convention, except that 

the following assets are stated at their fair values: derivative financial instruments, financial instruments held 
for trading and financial assets that are designated as available-for-sale.

  The 2007 Group accounts have been prepared adopting reverse acquisition accounting principles and section 
131 merger relief to account for the 2007 scheme of arrangement and introduction of New Star Asset 
Management Group PLC as the new holding company as if it had always been the parent company of the 
Group.

  The following accounting policies have been applied consistently to all periods presented in the Group’s 
financial statements.

(c) New standards and interpretations not applied
  During 2008, the IASB and IFRIC have issued a number of new standards and interpretations with an effective 

date after the date of these financial statements. The directors do not anticipate that the adoption of these 
standards will impact the Group’s reported earnings in the period of initial application. The Group plans to 
apply these standards in the reporting periods when they become effective. The new standards include IFRS 
8 Operating Segments which is effective for accounting periods after 1 January 2009. The Group is reviewing 
the criteria for segmental information and its current position of one investment management segment.
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PART IV(A) – FINANCIAL INFORMATION ON THE NEW STAR GROUP CONTINUED

(d) Basis of consolidation
  The consolidated financial statements include the accounts of New Star Asset Management Group PLC and 

each of its subsidiaries. Subsidiaries are entities that are controlled by the Company. Control exists when the 
Company has the power to govern the financial and operating policies of an entity so as to obtain benefits 
from its activities. The financial statements of subsidiaries are included in the consolidated financial statements 
from the date that control begins to the date that control ceases.

  Certain subsidiaries of the Group act as the investment manager to a number of fund entities and in addition 
provide a number of other administrative services. Having considered all significant aspects of the Group’s 
relationships with the fund entities, the directors are of the opinion that, although the Group may have 
significant influence over the fund entities, the existence of the investment management contract and provision 
of administrative services do not give the Group control over the fund entities. The key considerations taken 
into account in reaching this judgement may include: the existence of independent, empowered boards of 
directors; the influence of investors; the investment management termination provisions; and the arm’s length 
nature of the Group’s contracts with fund entities.

 The Group’s Employee Benefit Trusts (“EBTs”) are included in the consolidated financial statements.

  Intra-group balances and any unrealised gains and losses or income and expenses are eliminated in preparing 
these consolidated financial statements.

(e) Foreign currency
 (i) Foreign currency transactions
   Transactions denominated in foreign currencies arising during the accounting period are translated 

into sterling at the foreign exchange rate ruling at the date of the transaction. All monetary assets and 
liabilities denominated in foreign currencies at the balance sheet date are translated into sterling at the 
rate ruling at that date. All exchange gains or losses are taken to the income statement in the period in 
which they arise. Non-monetary assets and liabilities that are measured in terms of historical cost in a 
foreign currency are translated using the foreign exchange rates ruling at the dates of the transactions. 
Non-monetary assets and liabilities that are measured in terms of fair value in a foreign currency are 
translated using the exchange rate ruling at the date of the measurement of fair value.

 (ii)  Financial statements of foreign operations
   Revenues and expenses of foreign operations which have a functional currency other than sterling, 

are translated into sterling at average rates of exchange. Assets and liabilities of foreign operations are 
translated into sterling at the rate ruling at the balance sheet date. Exchange differences arising from 
the translation of the assets and liabilities of foreign operations are shown as a separate component of 
equity.

(f) Property and equipment 
  Property and equipment are stated at cost less accumulated depreciation and impairment losses. Cost represents 

purchase cost, together with any directly attributable expenses of acquisition. Subsequent expenditure on 
property and equipment is only capitalised when it is probable that there will be future economic benefit. All 
other expenditure is recognised as an expense in the income statement.

  The costs of purchasing and implementing software, together with associated relevant expenditure, are 
capitalised where the relevant conditions in IAS 16 are met. Software is recorded initially at cost and then 
depreciated on a straight-line basis over its estimated useful life. The depreciated cost of the software is 
reviewed each year end to determine whether there is an indication of impairment. Any depreciation or 
impairment is charged in the income statement.

  Depreciation is charged to the income statement on a straight-line basis over the estimated useful lives of each 
part of an item of property and equipment. The estimated useful lives are as follows:

 Leasehold improvements  Period of the lease 
 Computer equipment 3 years
 Software  3 years
 Furniture and equipment  5 years
 Motor vehicles  3 years

  The residual values and useful lives of the assets are reviewed at least annually. If there is evidence of impairment 
then the asset is written down to its recoverable amount. Any depreciation or impairment is charged in the 
income statement as an expense.
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(g) Intangible assets – management contracts
  The cost of the rights acquired from third parties to manage assets is capitalised as an intangible asset. Where 

the management contracts do not have a defined life, an estimate of the useful life is made and the costs 
are amortised on a straight-line basis over their useful lives. Where the management contracts have a defined 
useful life, the cost is amortised over the period of the contract. The amortised cost of these management 
contracts is reviewed annually to ensure no impairment has occurred. Any amortisation or impairment is 
charged in the income statement as an expense.

  The estimated useful lives for the retail contracts acquired in 2003 was 6 years and for the Family Assurance 
and Exeter Financials Fund was based on the finite life of the contract, which was 4 years and 33 months 
respectively.

(h) Impairment
  The carrying amounts of the Group’s assets are reviewed at each balance sheet date to determine whether 

there is any indication of impairment. If any such indication exists, the asset’s recoverable amount is estimated. 
An impairment loss on available-for-sale financial assets is recognised only when the carrying amount of 
an asset exceeds its recoverable amount and it is considered very unlikely that the carrying amount will be 
recovered. Impairment losses are recognised in the income statement.

  An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable 
amount. An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed 
the carrying amount that would have been determined, net of depreciation or amortisation, if no impairment 
loss had been recognised.

  When a decline in the fair value of an available-for-sale financial asset has been recognised directly in equity 
and there is objective evidence that the asset is impaired, the cumulative loss that has been recognised directly 
in equity is recognised in the income statement even though the financial asset has not been derecognised. 
The amount of the cumulative loss that is recognised in the income statement for an impaired asset is the 
difference between the acquisition cost and current fair value, less any impairment loss on that financial asset 
previously recognised in the income statement.

(i) Financial instruments
 (i) Derivatives
   The Group uses derivative financial instruments to manage its exposure to interest rate risk. These contracts 

are designated as cash flow hedges and tested for effectiveness. Changes in fair value are recognised 
directly in equity. Any ineffective part of the hedge is recognised in the income statement immediately.

   When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for hedge 
accounting, any cumulative gain or loss existing in equity at that time remains in equity and is recognised 
when the forecast transaction is ultimately recognised in the income statement. When a forecast 
transaction is no longer expected to occur, the cumulative gain or loss that was reported in equity is 
immediately transferred to the income statement.

  Derivative instruments are not acquired for trading or speculative purposes.

 (ii) Investments
   Non-current investments are designated as available-for-sale and are stated at fair value, with any 

movement in fair value being recognised in the fair value reserve, except for impairment losses and, in 
the case of monetary items, foreign exchange gains and losses. When the investment is sold or written 
off, the cumulative gain or loss dealt with through this reserve is recognised in the income statement.

 (iii) Stock of shares/units
   The stock of shares/units represents shares held in the Group’s open-ended investment companies and 

unit trusts. They are held for trading and are stated at fair value, with any movement in fair value being 
recognised immediately in the income statement.

(j) Trade and other receivables
  Trade and other receivables are initially recorded at fair value and subsequently at amortised cost less 

impairment losses.

(k) Cash and cash equivalents
  Cash and cash equivalents comprise cash in hand and short-term deposits with an original maturity of three 

months or less.

(l) Trade and other payables
 Trade and other payables are recognised at amortised cost.
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PART IV(A) – FINANCIAL INFORMATION ON THE NEW STAR GROUP CONTINUED

(m) Borrowings
  Borrowings are recognised initially at fair value less transaction costs. Subsequent to initial recognition, 

borrowings are held at amortised cost with any difference between amortised cost and redemption value 
being recognised in the income statement over the period of the borrowings on an effective interest rate basis. 
The impact of changes in the anticipated period of the borrowings is recognised immediately.

(n) Employee benefits defined contribution plans
  The Group operates a defined contribution pension scheme. Contributions are charged to the income statement

as they become payable in accordance with contractual terms.

(o) Share-based payments
  The Group operates schemes that allow employees, including Directors, to purchase shares in the Company. 

The employee purchases the shares with a loan advanced by one of the Group’s EBTs. The employees have 
charged the relevant shares held by them in favour of an EBT by way of security for their obligations to the EBT. 
The employee’s obligations to pay or repay sums to the EBT are of a limited recourse nature as the employee’s 
liability is capped at the proceeds of sale of the shares charged by them. The Group calculates the fair value 
of these awards using a Black-Scholes model. The fair value is recognised as an employee cost in the income 
statement over the period during which the employees become unconditionally entitled to the shares, being 
the period from the date of grant. The amount recognised is adjusted to reflect the expected and actual 
numbers of shares that the employees become unconditionally entitled to.

  The Group also operates share option schemes that allow employees, including Directors, to purchase shares in 
the Company. The fair value of the options is measured on the grant date and spread over the period during 
which the employees become unconditionally entitled to the underlying shares. The fair value of the options 
granted is determined using a Black-Scholes model, taking into account the terms and conditions upon which 
the options were granted. The amount recognised in the income statement is adjusted to reflect the expected 
and actual number of options that vest.

  The 2008 Plan allows key employees to acquire ordinary shares, jointly with the trustee of a New Star EBT, 
where they are entitled if performance targets are met, to benefit from the increase in the value of those 
shares, less an amount of interest, calculated at a price over the market price on the date the employees acquire 
the interest in the shares. The performance period does not start until 1 January 2009 so the spreading of the 
fair value to the income statement starts from this date.

 All schemes are classified as being equity settled.

 Surpluses in the Group’s EBTs are recognised in the income statement when paid.

(p) Provisions
  A provision is recognised in the balance sheet when there is a current obligation as a result of a past event and 

it is probable that a future outflow of economic benefits will be required to settle the obligation. 

  A property provision for lease obligations is recognised where the expected benefits to be derived by the 
Group from the lease are lower than the unavoidable costs of meeting its obligations under the lease less 
amounts recoverable under sub-lease arrangements.

(q) EBT reserve
  The EBT reserve represents realised profits, shares at cost held by the Group’s EBTs less loans secured by shares 

sold by the Group’s EBTs.

(r) Revenue
  Revenue comprises management and advisory fees, gross performance fees, gains (or losses) arising on 

the Group’s holdings in shares of open-ended investment companies (OEICs) and unit trusts and property 
acquisition fees. Revenue is recognised when it is probable that economic benefit will flow to the Group and it 
can be reliably measured. To the extent that the Group collects (and pays) amounts in respect of the services 
provided to investors by intermediaries upon the sale of units, then the amounts received (and paid) are not 
included in the Income Statement.

 The following specific recognition criteria have been adopted:
 (i) Management and advisory fees
  Management and advisory fees are recognised over the period in which the service is provided. 

 (ii) Front-end fees
   Where front-end fees are received for the sale of OEICs and unit trusts the net retained fee is recognised 

on sale.
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 (iii) Performance fees (iii) Performance fees (iii) Perf
   Performance fees are recognised when the quantum of the fee can be estimated reliably and it is 

probable that the fee will crystallise. This is at the end of the performance period.

 (iv)  Gains (or losses) arising on the Group’s holdings in shares of open-ended investment companies and unit 
trusts 

   Where holdings are classified as held for trading then any movement in fair value is recognised 
immediately. 

 (v) Property acquisition fees
  Property acquisition fees are recognised using the percentage completion method.

(s) Expenses
 (i) Fees and commissions
   Fees and commissions in respect of the management of investment management contracts are 

recognised over the period the service is provided. Included in fees and commissions is the share of the 
management and performance fees received payable to third parties including fund managers.

 (ii) Operating leases
  Payments made under operating leases are recognised in the income statement on a straight-line basis over 

the term of the lease. Lease incentives received are recognised on a straight-line basis over the lease term.

 (iii) Exceptional items
   An item is considered to be an exceptional item if it does not usually occur in the normal course of 

business and it is unusually large as to mislead a reader if it is not shown separately in the consolidated 
income statement.

(t) Finance income and finance cost
  Interest income and expense are calculated using the effective yield basis. Finance income comprises interest 

on short-term deposits and finance cost comprises interest paid on borrowings and the amortised transaction 
costs on borrowings.

(u) Taxation
  Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in the income 

statement except to the extent that it relates to items recognised directly in equity, in which case it is recognised 
in equity.

  Current tax is the expected tax payable on the taxable income for the year, using rates enacted, or substantively 
enacted, at the balance sheet date, and any adjustments in respect of prior years.

  Deferred tax is provided using the balance sheet liability method, providing for temporary differences between 
the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for 
taxation purposes. The amount of deferred tax provided is based on the expected manner of realisation or 
settlement of the carrying amount of assets and liabilities, using tax rates enacted at the balance sheet date.

  A deferred tax asset is only recognised when it is probable that there will be future taxable profits available 
against which to offset the asset. Deferred tax assets are reduced to the extent that it is no longer probable 
that the related tax benefit will be realised.

(v) Segmental reporting
  A segment is a distinguishable component of the Group that is engaged either in providing products or 

services (business segment), or in providing products or services within a particular economic environment 
(geographical segment), which is subject to risks and rewards that are different from those of other 
segments. 

(w) Accounting estimates, assumptions and judgements
  The preparation of the financial statements necessitates the use of estimates, assumptions and judgements. 

These estimates, assumptions and judgements affect the reported amounts of assets, liabilities and 
contingent liabilities at the balance sheet date as well as affecting the reported income and expenses for the 
year. Although the estimates are based on management’s knowledge and best judgement of information and 
financial data, the actual outcome may differ from these estimates. 

  The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates 
are recognised in the period in which the estimate is revised if the revision affects only that and prior periods, 
or in the period of the revision and future periods if the revision affects both current and future periods.

  The significant estimates and judgements in drawing up the Group’s consolidated financial statements are in 
connection with any impairment, excess property costs, deferred taxation, the provision relating to the EBT 
related loans and the principal assumptions underlying the valuation of the Group’s share-based payments.
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PART IV(A) – FINANCIAL INFORMATION ON THE NEW STAR GROUP CONTINUED

(x)  Share capital
  Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares or 

options are shown in equity as a deduction, net of tax, from the proceeds.

 (i) Repurchase of share capital 
   When share capital recognised as equity is repurchased, the amount of the consideration paid, including 

directly attributable costs, is recognised as a change in equity. Repurchased shares are classified as 
treasury shares and presented as a deduction from total equity.

 (ii) Dividends
   Dividends payable to the Company’s shareholders are recognised as a liability in the period in which they 

are declared.

2. REVENUE – SEGMENTAL AND GEOGRAPHICAL ANALYSIS

The Group operates as a single asset management business, and the directors do not consider the different sources 
of revenue and geographic regions within the business as separate business segments within the meaning of IAS 
14 Segment Reporting. 

The risks and returns to the Group across the different income sources and geographic regions are not significantly 
different and it is the clients themselves who have the different risk/return profiles. All of the Group’s clients are 
consuming the same service – asset management and the fund managers may manage funds across two or more 
different income sources and geographic regions. On this basis the Group considers itself to be a single segment 
investment management business.

3.  EXCEPTIONAL COSTS

   2008 2007 2006
   £’000 £’000 £’000

Exceptional costs included in operating expenses   5,000 – –

Exceptional costs    50,264 2,388 –

(a) Exceptional operating costs
 Non-recurring costs of £5 million relate to the write-down of a seed capital investment.

(b) Exceptional costs
 Exceptional costs are £50.3 million for the year and include:

 (i)  £17.2 million provision in respect of the cost of tax related indemnities given to employee shareholders 
in connection with the part recourse loans received to purchase shares (see note 23);

 (ii)  £6.6 million to write off the limited recourse tax loans made by the EBTs which were repayable solely 
from the proceeds on the sale of the share (see note 23);

 (iii) £3.1 million in respect of redundancy and advisory costs incurred as part of the restructuring;

 (iv)  £15.9 million for the fair value movement of the unrealised loss on the interest rate swap and cap 
hedging taken out as part of the £300 million facility. If the Restructuring takes place the loss will be 
rolled up ultimately into the outstanding debt and swapped into equity; and

 (v) £7.5 million in respect of a property provision for excess space (see note 19).

  2007 exceptional costs relate to IPO costs in respect of the admission of the shares in New Star Asset 
Management Group PLC to the Official List and trading on the London Stock Exchange’s main market for 
listed securities and the costs of the capital reorganisation.

 There were no non-recurring or exceptional items in 2006.
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4. OPERATING EXPENSES

   2008 2007 2006
   £’000 £’000 £’000

Operating leases    5,822 4,124 2,479
Employee costs (excluding performance and management fee bonuses)  41,363 36,051 28,533
Other operating charges   32,227 33,668 29,131
Foreign exchange loss   440 208 1,000
Depreciation of tangible fixed assets   1,550 1,150 791
Profit on sale of tangible fixed assets   – (7) –

      81,402 75,194 61,934

Other operating charges include:
Auditor’s remuneration:
Fees payable to the company’s auditors for the audit of these financial statements  59 59 53
Prior year audit fees   25 – –
Fees payable to the company’s auditors and its
associates for other services
–  statutory audit of the company’s subsidiaries pursuant to legislation  96 96 87
– other services pursuant to legislation   122 125 119
– tax services    19 69 17
– all other services (see below)   30 472 84
Fees paid in respect of the Group’s pension scheme audit   11 10 9

Fees paid to the Company’s auditors:

In 2006, 2007 and 2008 other services pursuant to legislation include work in connection with a controls report 
(“AAF”), regulatory reporting and the interim review.

The total for all other services in 2007 includes work in connection with other professional services, IT systems review, 
property management advice and IPO related costs which are included in note 3.

Various fees, including significant audit, tax and structuring fees may be borne by funds managed by the New Star 
Group, are not included above.

5.  EMPLOYEES

   2008 2007 2006
   £’000 £’000 £’000

Personnel costs for the year (including directors):    
Wages and salaries   38,297 38,543 32,281
Social security    4,416 4,470 4,053
Pension costs    4,145 3,317 2,883
Share-based payments   469 521 1,689

      47,327 46,851 40,906

These costs include directors’ remuneration. 

Included within employees costs are £5,964,000 (2007: £10,800,000), (2006: £12,193,000) paid in respect 
of performance and management fees, which are shown as fees and commission in the consolidated income 
statement.

The average number of persons, including contractors, employed by the Group during the year was as follows:

   2008 2007 2006

Investment professionals   79 79 69
Sales, marketing and administration staff   344 317 245

      423 396 314

At the year end, the Group had 318, (2007: 433) employees including contractors.
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PART IV(A) – FINANCIAL INFORMATION ON THE NEW STAR GROUP CONTINUED

6.  TAXATION
(a) The major components of the tax expense are as follows:

   2008 2007 2006
   £’000 £’000 £’000

Recognised in the consolidated income statement
Current tax 
– UK      (410) 15,400 8,385
– Overseas     (136) 530 253
Adjustment in respect of prior periods   251 (415) –

Current tax (credit)/charge   (295) 15,515 8,638
Deferred tax (note 13)
Recognition of tax losses   (7,067) 362 2,500
IFRS 2 Share-based payments   – 463 (463)
Deferred tax on temporary differences   (395) (30) (98)
Deferred tax resulting from a reduction on tax rate   39 41 –

Tax (credit)/expense in the consolidated 
income statement   (7,718) 16,351 10,577

(b) Factors affecting the tax expense for the year
A reconciliation between the actual tax expense and the accounting (loss)/profit multiplied by the Group’s domestic 
tax rates for the years ended 31 December 2008, 2007 and 2006 is as follows:

 2008 2008 2007 2007 2006 2006
 % £’000 % £’000 % £’000

(Loss)/Profit before tax  (53,213)  62,812  50,019
Income tax using the domestic corporation
tax rate of 28.5% (2007: 30%) 28.5 (15,165) 30 18,844 30 15,006
Impact of profit/(losses) arising in countries
with different tax rates (5.2) 2,793 (6) (3,559) (5) (2,535)
Adjustment in respect of prior periods (0.4) 251 (1) (415) – –
Expenses not deductible for tax purposes (1.9) 987 2 965 1 745
Recognition of unused losses – – – (362) (9) (4,593)
Current year tax losses not recognised (6.5) 3,479 – – – –
Deferred tax reversal on losses carried forward – – – 362 5 2,500
Depreciation in excess of capital allowances – – – – – 15
Deferred tax on IAS 17 leases – – – – – (98)
Short-term timing differences not recognised – (63) – 53 – –
Deferred tax on IFRS 2 Share-based payments – – – 463 1 (463)

Tax expense reported in the consolidated
income statement 14.6 (7,718) 25 16,351 21 10,577

At the end of 2008 the Group had tax losses of £35.8 million carried forward (2007: £nil) (2006: £1.2 million) of 
which £10.6 million were not recognised as a deferred tax asset. Deferred tax details are shown in note 13.

7.  DIVIDENDS

   2008 2007 2006
   £’000 £’000 £’000

Amounts recognised as distributions to equity holders in the year:

Final dividend for the year ended 31 December 2007 of 1.0p 
(2006: 5.0p) (2005: Nil) per share   2,243 14,076 –
Interim dividend for the year ended 31 December 2008 of 1.0p 
(2007: 4.0p) (2006: 4.0p) per share    2,262 9,009 11,340

      4,505 23,085 11,340

The directors have proposed no final dividend for the year ended 31 December 2008.


