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REED SMITH LLP

MEMBERS’ REPORT

The Members present their annual report and audited consohdated financial statements of Reed Smith LLP ("the
LLP") for the year ended 31-December 2018..

PRINC[PAL ACT IVITIES

The prmc1pal activity of the LLP is the provision of legal services. One of the subsidiary compames Beaufort Trust
“Corporation Limited, provides professional trusteeship services for pension schemes, charities and family trusts.
Independent Pension Trustee Limited conducts trusteeships for both ongomg and closed pension schemes. Reed
Smith LLP Astana provides legal services in Kazakhstan. :

REVIEW OF BUSINESS

The results for the year and the financial position at the year end were considered satisfactory by the Members who
expect contmued growth in the foreseeable future. :

BRANCHES OUTSIDE THE UNITED KINGDOM

The LLP has branches operating in Abu Dhabi, Dubai, Parls and Athens as defined in Section 1046 (3) of the
Compames Act 2006. The results of these branches are consolidated in these financial statements

DESIGNATED MEMBERS

The Members of the partnership who were in office durmg the year and up to the date of signing the financial
Staternents were:

B Charot -

K Evagora

A Thomas

M T Box

C S Ryan

D E Cameron
P_M Taylor

POLICY ON MEMBERS’ CAPITAL, PROFIT ALLOCATION AND DRAWINGS

The remuneration of a Member is based upon a combination of the individual Member's contribution and the overall
financial performance of the Global Firm (the LLP and related entities). Budgeted compensation is estimated by the
Executive Committee ("EC") at the beginning of a financial year. Final allocations of profit, which are dependent-on

- the Global Firm's actual final profit for the year and may include further discretionary payments, are approved by the
EC following the year end. The Members' drawings policy provides. for the budgeted compensatlon of each Member
to be distributed as determmed by the EC. :

Members' capital requirements are determmed by the EC from time to time. The aggregate requlred contribution of
each Member in respect of any year is determined by reference to the budgeted compensation allocated to such -
Member for such year. Each Member's capltal subscrlptlon is repaid in full after withdrawal from the LLP.

‘DONATIONS -
The LLP made charitable donations of £92,180 durmg the year (2017 £113,319).

DISABLED EMPLOYEES

Applications for employment by. dlsabled persons are always fully c0n51dered bearing in-mind the abilities of the
applicant concerned. In the event of Members of staff becoming disabled every effort is made fo ensure that their
employment with the Global firm continues and that appropriate tralmng is arranged. It is the policy of the Global
firm and the LLP that the training, career development and promotion of dlsabled persons should as far as possxble
be 1dent1ca1 to that of other employees



REED SMITH LLP

MEMBERS’ REPORT (continued)

EMPLOYEE CONSULTATION

The Group places considerable value on the involvement of its employees and has continued to keep them informed
on matters affecting them as employees and on the various factors affecting the performance of the Group and the
LLP. This is achieved through formal and informal meetings. Employee representatives are consulted regularly on a
wide range of matters affecting their current and future interests.

INDEPENDENT AUDITOR

The auditor, Deloitte LLP, was appointed by the Members as auditor of the LLP during the year. Deloitte LLP has
indicated their willingness to be reappointed for another term and appropriate arrangements are bemg made for them
to be deemed reappointed as auditor in the absence of an Annual General Meeting.

GOING CONCERN

The financial statements have been prepared on a going concern basis. The financial perfbrmance, position and cash
flows are set out on pages 8 to 15.

Reed Smith LLP meets its day to day working capital requirements through cash reserves and an overdraft facility
which was renewed on 10 May 2019. As at 31 December 2018, the Group are not utilising the facility. The Group’s
forecasts and projections, taking account of reasonably possible changes in trading performance, show that the
Group should be able to operate within the level of its current facility.

Having carried out a detailed review of the LLP's resources, the Members are confident that the LLP has sufficient
cash flows to meet its liabilities as they fall due for at least one year from the date of approval of the financial
statements.

RISK MANAGEMENT AND UNCERTAINTIES

Whilst benefiting from a number of major clients, the LLP is not reliant on a small number of large clients for its
ongoing business, and continues to actively pursue new opportunities. The LLP is further diversified through its
global operations and different practice groups.

The specific impact of Brexit on our principal risks has been considered by the EC. We remain vigilant and continue
to review the potential for known significant impacts on the business. Contingency plans are being developed to
mitigate any business contmmty risks in the event free trade with the continent is compromised as a result of the EU
Referendum.

The LLP maintains adequate Professional Indemnity cover and is not subject to any civil actions which would
materially prejudice its financial security.

emberyon 30 September 2019 and signed on behalf by '



REED SMITHLLP L I p
'MEMBERS’ RESPONSIBILITIES STATEMENT

* The Members are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulations

The Limited Liability Partnerships (Accounts & Audit) (Application of Compames Act 2006) Regulations 2008
require the Members to prepare financial statements for each financial year. Under that law the Members have
elected to prepare the financial statements-in accordance with United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards and applicable law), including FRS 102 ‘The Financial Reporting -
Standard applicable in the UK and Republic of Ireland’. The financial statements are required- by law to give a true
and fair view of the state of affairs of the LLP and the Group and of the profit or loss of the Group for that year. In
preparing these financial statements, the Members are required to:

. select suitable accounting policies and.then apply them. consistently;
e - make judgements and accounting estimates that are reasonable and prudent;
‘. state whether applicable UK Accounting Standards have been followed subject to any material departures

disclosed and explained in the financial statements and,;

e prepare the financial statements on the going concern ba51s unless it is mappropriate to presume that the
partnership and Group will continue in business. . r

The Members are responsible for keeping adequate accounting records that disclose with reasonable accuracy at any
time the financial position of the LLP and enable them to ensure that the financial statements comply with the
Companies Act 2006, as applicable to Limited Liability Partnerships. They are also responsible for safeguarding the
assets, of the LLP and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities. :



INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF
REED SMITH LLP

,Repo‘rt'en the audit of the financial statements

Opinion

In our opinion the financial statements of Reed Smith LLP (the ‘parent limited llablllty partnershlp) and its
subsidiaries (the ‘group’):

e give a true and fair view of the state of the’ group’s and of the parent limited liability paltnership’s affairs as

~ at 31 December 2018 and of the group’s profit for the year then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice
including Financial Reporting Standard 102 “The Fmanmal Reporting Standard applicable in the UK and
Republic of Treland”; and

e  have been prepared in accordance with the requirements of the Companles Act 2006 as applied to limited
11ab111ty partnershlps »

We have audited the financial statements which comprise: .

the consolidated profit and loss account;-

the consolidated statement of comprehensive income;

the consolidated and limited liability partnership balance sheets; -

the consolidated and limited liability partnership statements of changes in Members’ interests;
_-the consolidated cash flow statement; ' :

the note to the consolidated cash flow statement; and

the related notes. 1 to 21. ’

The financial reperting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in
- the UK and Republic of Ireland” (United Kingdom Generally Accepted Accounting Practice).

Basis for.opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the audxtors responsibilities for the audit of
the financial statements section of our report.

We are independent of the group and of the parent limited liability partnershlp in accordance W1th the ethical

requirements that are relevant to our audit of the financial statements in the UK, including the Financial Reporting . -

Council’s (the “FRC’s’) Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with
" these requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
" basis for our opinion. -

Conclusions relating to going concern , .
" We are requlred by [SAs (UK) to report 11(1 respect of the followmg matters where:

e ' the Members® use of the going concern basxs of accountmg in preparation of the ﬁnanmal statemeénts is not
appropriate; or ,
"o the Members have not disclosed in the financial statements any identified material uncertamtles that may
cast significant doubt about the group’s or the parent limited liability partnershlp s ability to continue to
adopt the going concern basis of accouriting for a period of at least twelve months from the date when the
financial statements are authorised for issue. ‘

We have nothing to report in respect of these matters.



INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF
REED SMITH LLP (continued) ‘

Other information

The Members are responsible for the other information. The other information comprises the information included in
the annual report, other than the financial statements and our audltor s report thereon. Qur opinion on the financial
statements does not cover the other information and we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material -
misstatement in the financial statements or a material misstatement of the other information. If, based on the work we
have performed, we conclude that there is a mater1a1 misstatement of this other information, we are required to report -
that fact. '

We have nothing to report in respect of these matters.
Responsnbllltles of Members

As explamed more fully in the Members’ respon51b111t1es statement, the Members are responsrble for the preparation
of the financial statements and for being satisfied that they give a true and fair view, and for such internal control as
the Members determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.,

In preparing the financial statements, the Members are responsible for assessing the group’s and the parent limited
liability partnership’s ability to continue as a going concern, disclosing, as-applicable, matters related to going
concern and using the going concern basis of accounting unless the Members either intend to liquidate the group or
the parent limited liability partnership or to cease operations, or have no realistic alternative but to do so.

Auditor’ s responsnblhtles for the audit of the financial statements:

Our objectives are to obtain reasonable assurance about whether the ﬁnanmal statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with -
ISAs (UK) will always detect-a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economlc decisions of users taken on the basis of these ﬁnanc1a1 statements.

A funher description of our responsibilities. for the audit of the financial statements is located on the FRC’s web51te
at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

R‘eport on other legal and regulatory requirements
Matters on which we are required to report by exception

Under the Companies Act 2006 as applied to limited 11ab111ty partr1ersh1ps we are requlred to report in respect of the
followmg matters if,.in our opinion:

¢ adequate accounting records have not been kept by thé parent limited 11ab111ty partnershlp, or returns
adequate for our audit have not been received from branches not visited by us; or

‘e the parent limited liability partnership financial statements are not in agreement with the accounting records
and returns; or

e we have not received all the information and explanations we require for our audit.

- We have nothing to report in respect of these matters.



INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF ' -
‘ REED SMITH LLP (contmued) ' 4 ' T

Use of our report N

This report is made solely to the limited liability partnershlp s Members, as a body, in accordance with Chapter 3 of
Part 16 of the Companies Act 2006 as applied to limited liability partnershlps Our audit work has been undertaken
so that we might state to the limited liability partnership’s Members those matters we are required to state to ‘them in
an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the limited liability partnership and the limited liability partnership’s Members as
a body, for our audit work for this report, or for the opinions we have formed. .

Saul Wadsworth (Senior Statutory Auditor)
" For and on behalf of Deloitte LLP

Statutory Auditor

London, United Kingdom -

"Date: 30 September 2019



REED SMITH LLP. -

CONSOLIDATED PROFIT AND LOSS ACCOUNT
Year ended 31 De’cember 2018 '

. Note
TURNOVER '
Cc;st of sales
GROSS PROFIT
Administratiﬁ expenses i » ' : '
Other operating income o ‘ . .6
OPERATING PROFIT - . o s
Interest repeivaiole and sirﬁiléf income B ' 7
Interest payable and similar charges : _ 8
PROFIT BEﬁORE TAXATION
Tax on profit in corporate subsidiaries - . D 9

PROFIT FOR THE FINAN CIAL YEAR AVAILABLE FOR
DISCRETIONARY DIVISION AMONG MEMBERS

All results relate to continuing activities.

2018 2017
£ £

. 194,759,508 192,385,382

(50,985,842) (48,517,217)

143,773,666 143,868,165

(71,182,824) (66,600,467
926,119 - -

73,516,961 77,267,698

349,685 171,230
(187,102)  (209,838) °

73,679,544 77,229,090

(227,742) (441)

73,451,802 77,228,649




REED SMITHLLP
\

. CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
Year ended 31 December 2018

2018 2017

-Note . P &
Profit fsr the ﬁna;ncia;l'year.available for dTvisién among Members | . . 73,451,802 7?,228,649 A
Actuarial gainA on partners' annuities R o i4. ‘ 600,000 - 300,000
Foreign exchange loss -on openmg net assets and proﬁts and losses ) | C A o
of overseas operatlons o . R ‘(1,432,438) (418,783) -
Total comprehenslve income for the year » | - 4 o ' 72,619,364 77,109,866




REED SMITH LLP

CONSOLIDATED BALANCE SHEET

31 December 2018
) 2018 2017
Note £ £
FIXED ASSETS :
Tangible assets : 10 7,472,777 8,805,108
CURRENT ASSETS
Debtors 12 176,393,416 151,773,235
Cash at bank and in hand . 41,170,552 26,604,145
217,563,968 178,377,380
CREDITORS: amounts falling due within one year 13 (115,501,601) (81,077,208)
NET CURRENT ASSETS : 102,062,367 97,300,172
TOTAL ASSETS LESS CURRENT LIABILITIES 109,535,144 106,105,280 |
PROVISIONS FOR LIABILITIES . 14 (15,145,882) (6,600,000)
NET ASSETS ATTRIBUTABLE TO MEMBERS " 94,389,262 99,505,280 o
REPRESENTED BY:
Loans and other debts due to Members
Members’ capital classified as a liability under FRS102 .21,769,898 21,091,313
Other reserves classified as a liability under FRS102 . - 1,304,101

21,769,898 22,395,414
Members' other interests
Other amounts classified as equity 72,619,364 77,109,866

94,389,262 99,505,280

Total Members' Interests

Amounts due from Members - (44,180,956) (38,291,278)
Loans and other debts due to Members ' 21,769,898 22,395,414
Other amounts classified as equity . 72,619,364 77,109,866

50,208,306 61,214,002

The financial statements of Reed Smith LLP, registered number OC303620 were afgroved by the Designated
Members on behalf of the Members and authorised-for issue on 30 September 2019.

. Approyed and signef] on behalf of the Members

10



REED SMITH LLP

LLP BALANCE SHEET
31 December 2018
2018 2017
: Note £ £
FIXED ASSETS ) :
Tangible assets - 10 7,376,885 8,625,331
Investments . 11 100,117 100,117
7,477,002 8,725,448
CURRENT ASSETS
Debtors 12 174,662,084 150,055,331
Cash at bank and in hand : © 40,945,789 25,807,022
215,607,873 175,862,353
CREDITORS: amounts falling due within one year 13 (113,523,398) (78,934,437)
NET CURRENT ASSETS 102,084,475 96,927,916
TOTAL ASSETS LESS CURRENT LIABILITIES : 109,561,477 105,653,364
PROVISIONS FOR LIABILITIES 14 © (15,145,882) (6,600,000)
NET ASSETS ATTRIBUTABLE TO MEMBERS 94,415,595 99,053,364
REPRESENTED BY: .
Loans and other debts due to Members '
Members’ capital classified as a liability under FRS102 21,769,898 21,091,313

Other reserves classified as a liability under FRS102 - 984,603

: 21,769,808 22,075,916
Members' other interests
Other amounts classified as equity ’ 72,645,697 76,977,448

94,415,595 99,053,364

Total Members' Interests

Amounts due from Members (44,613,318) (38,291,278)
Loans and other debts due to Members 21,769,898 22,075,916
Other amounts classified as equity 72,645,697 76,977,448

49,802,277 60,762,086

The LLP has taken advantage of Section 408 of the Companies Act 2006 as applied by the Limited Liability
Partnership (Accounts and Audit) (Application of Companies Act 2006) Regulations 2008 and has not included its
own Profit and Loss Account in these financial statements.

The LLP's profit for the year ended 31 December 2018 was £73,558,583 (2017: £77,108,108).

These financial gtatements of Reed Smith LLP, registered number OC303620 were approved by the Designated
a 30 September 2019.

11



. REED SMITH LLP

CONSOLIDATED STATEMENT OF CHANGES IN MEMBERS’ INTERESTS
31 December 2018 .

Members’ : Other

capital - S amounts Other .
classified Amounts classified amounts . .
- asa  duefrom asa classified .
- liability =~ Members - liability  as equity Total
: £ £ £ . £ £
‘Members' interests at 1 Jahuary 2017 19,199,860 (35,414,437) - 36,435 52,544,439 36,366,297
Profit for the year available for division among - ‘
Members _ - - - 77,228,649 77,228,649
Actuarial gain on former partners annuities _
(note 14) . - - .- - 300,000 300,000
. Foreign exchange loss . ) . - - - (418,783) (418,783)
Total comprehensi&e inco‘mevfor the year - I - 77,109;866 77,109,866
; Allocated profits _ ) T o © - 35,414,437 . 17,130,002 (52,544,439) ST -
‘Capital introduced by Members ' 5,178,999 4 - e - 5,178,999
‘Movement in amounts due to former Members 362,139 - - N - 362,139
Repayments of Members’ capital ' (3 649 ,685) - (3,649,685)
Drawings : - (38,291 278) (15,862 336) - (54,153,614)
Members’ interests at 31 December 2017 21,091,313 (38,291,278) 1,304,101 77,109,866 61,214,002
Profit for the year available for division among .
Members ' - .- - 73,451,802 73,451,802
~Actuaria] gain on former partners annultles . :
(note 14) A : - - - 600,000 600,000
, Fo_rengn exchange loss . ' - -, - (1,432,438) (1,432,438)
: Tetal comprehensive income for the year . - - - 72,619,364 72,619,364
Allocated profits - ' ‘ ‘ - 38,291,278 38,818,588 (77,109,866) -
Capital introduced by Members - - 4,210,854 _ - - . - 4,210,854
Movement in amounts due to former Members ~ (123,293) - . - - -(123,293)
Repayments of Members’ capital (3,408,976) - - - (3,408,976)
. Transfer'to other amounts c1a581ﬁed as llablhty ' - (3,522,111) . 3,522,111 _ - . .-
‘ Drawings o o , o - (40,658,845) (43,644,800) - (84,303,645)
Members' interests at 31 December 2018 21,769,898 (44,180,956) - - 72,619,364 50,208,306

12



' REED SMITH LLP

LLP STATEMENT OF CHANGES IN MEMBERS’ INTERESTS

31 December 2018
Members’ o Other : o
, capital - amounts Other .
‘classified  Amounts = classified = amounts
asa due from ~ asa classified
liability  Members liability as equity - Total
i £ £ £ £
Members' interests at 1 January 2017 l 19,199,860 (35,731,691) . 383,645 51,933,404 35,785,218
Profit for the year available for division among : oo ‘ . o
Members : . - - - 77,108,108 77,108,108
Actuarial gain on foriner partners annuities . .
(note 14) ' . - - - 300,000 300,000 .
Foreign exchange loss , : : - - - (430,660). - (430,660)
‘ Total comprehensive income for the year ) - - .- 76,977,448 76,9717 ;448
Allocated profits ‘ ‘ : " - 35,73 1,691 16,201,713 (51,933,404) -
Capital introduced by Members ' - 5,178,999 : - - -+ 5,178,999
Movement in amounts due to former Members -~ 362,139 - - - 362,139 .
Repayments of Members’ capital (3,649 685) - : - (3,649,685)
Drawings ‘ . - (38,291,278) (15,600 755) - (53,892,033)
" Members’ interests at 31 December 2017 2-1,091,313 (38,291,278) 984,603 76,977,448 60,762,086
: Proﬁt for the year available for division among , . .
Members : _ - - - 73,558,583 73,558,583
Actuarial gain on former partners annultles ' ' :
(note 14) o ' - - - 600,000 600,000
Foreign exchange loss , - - - (1,512,886) (1,512,886)
Total comprehensive income for the year . . - . - - 72,645,697 72,645,697
Allocated profits ' . - ' 38,291,278 38,686,170 (76,977,448) A -

" Capital mtroduced by Members 4,210,854 - i - . - 4,210,854
Movement in amounts due to former Members (123,293) Co- - - (123,293)
Repayments of Members’ capital” (3,408,976) ' - ' - ~ - (3,408,976)
Transfer to other amounts classified as liability - (3,954,451) 3,954,451 - .- -
Drawings ‘ ' ' - (40,658,867) (43,625,224) - (84,284,091)

- Members' interests at 31 Decerrlber 2018 21,769,898 '(44,613,318) - 72,645,697 49,802,277

13



REED SMITH LLP

CONSOLIDATED CASH FLOW STATEMENT

Year ended 31 December 2018

Net cash flow from operating activities

Cash flows from investing activities
Purchase of tangible fixed assets
Proceeds from disposal of fixed assets
Interest received

Net cash flows from investing activities

Cash flows from financing activities
Payments from/(to) group undertakings
Drawings paid to Members
" Exchange adjustments
Interest paid
Capital introduced by Members
Capital repaid to Members
Interest paid to Members

. Net cash used in financing activities

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

2018 2017

Note T £
A 97,873,492 60,786,306

(1,433,679) (2,215,511)
4726 9,160
349,685 171,230

(1,079,268) (2,035,121)

3,871,736 . (9,959,945) -
(84,187,970) (54,089,474)
(2,164,096)  (389,498)
©(187,102) . (209,838)
3,964,268 . 5,178,997
(3,408,976) (3,649,686)

(115677)  (64,140)

© (82,227,817) (63,183,584)

14,566,407  (4,432,399)

26,604,145 31,036,544

41,170,552 - 26,604,145

14



REED SMITH LLP

NOTE TO.THE CONSOLIDATED CASH FLOW STATEMENT
Year ended 31 December 2018

A) RECONCILIATION OF OPERATING PROFIT TO NET. CASH INFLOW FROM OPERATING
' ACTIVITIES

!

2018 2017
_ £ ’ £
Operating profit , R - » 73,516,961 77,267,698
: Depréc1at10n of tangible assets :' . o - 2,083,377 2,429,689 o
Loss (profit) on disposal of fixed assets T S ' - 695,258 - (1,281) -
Increase in provisions | , —_— o © 8,545,882 (300,000)
Increase in-debtors ’ ) o o (9,904,229) (15,719,128)
Increase / (decrease) in- credltors w1th1n one year - C . 23,249,560  (2,937,708)
'Taxatlon (paid)/ received . o o ' (313,317) 47,036
- Cash flow from operating activitigé . o . . 97,873,492 60,786,306

15 -



'REED SMITH LLP

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2018

1. = LIMITED LIABILITY PARTNERSHIP INFORMATION

Reed Smith LLP is a Limited Liability Partnership, registered and incorporated in England and Wales. The
registered office and principal place of business is Broadgate Tower, 20 Primrose Street, London, EC2A 2RS.

The Limited Liability Partnership principal activities and nature: of its operations are disclosed in the
Members' report on page 2. '

Accountmg conventlon

The financial statements have been prepared under the hlstorlcal cost conventlon in accordance with Financial
Reporting Standard 102 'The Financial Reporting Standard applicable in the United ngdom and Republic’
of Ireland' (FRS 102") and the Statement of Recommended Practice 'Accounting by Limited Liability .
Partnerships' (published J anuary 2017).

The functional currency of Reed Smith LLP is considered to be pounds sterlmg because that is the currency
of the primary economic environment in which the Partnership operates. The financial statements are -
presented in sterling, which is the functional currency of thé LLP. Monetary amounts in these fmancral
statements are rounded to the nearest whole pound unless indicated otherwise.

" Reed Smith'LLP meets the definition of a qualifying entity under FRS 102 and has therefore taken advantage
of the disclosure exemptions available to it in respect of its separate financial statements, which are presented

_alongside the consolidated financjal statements. Exemptions have been taken .in relation to financial =

instruments, presentation of a cash flow statement, mtra-group transactions and remuneration of key
" management personnel

Basis of consohdatlon

These financial statements consolidate the profit and loss accounts and balance sheets of Reed Smith LLP's
UK operations together with the Paris, Athens, Abu Dhabi and Dubai offices and its subsidiary undertakmgs
(see note 11).

Uniform accounting policies have been adopted across the Group and proﬁts and losses on mtra group

transactions have been eliminated. An individual balance sheet for Reed Smith LLP has been presented. The

LLP has taken advantage of Section 408 of the Companies Act 2006 as applied by the Limited Liability

Partnershlp (Accounts and Audit) (Application of Companies Act 2006) Regulatlons 2008 and has not
included its own Profit and Loss Account in these financial statements.

- Going concern

The financial statements have been prepared on a going concern basis. The financial performance position - - -
and cash flows are set out on pages 8 to 15.

Reed Smith LLP meets 1ts day to day working capital requirements through cash reserves and an overdraft
facility which was renewed on 10 May 2019. As at 31 December 2018, the Group are not utilising the facility.
The Group’s forecasts and projections, taking account of reasonably possible changes in trading performance,
show that the Group should be able to operate within the level of its current facility. '

Havmg carried out a detailed review of the LLP's resources, the Members are confident that the LLP has
sufficient cash flows to meet its liabilities as they fall due for at least one year from the date of approval of the
' fmanmal statements,
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'REED SMITH LLP

NOTES TO THE FINA_N CIAL STATEMENTS
Year ended 31 December 2018 '

2. ACCOUNTING POLICIES
Turnover

Turnover represents revenue earned for professional services and the provision of advice to clients: Reveriue

- is recognised as earned when, and to the extent that, the firm obtains the right to consideration in exchange for
its performance under the relevant contracts. It is measured at the fair value of the right to consideration,
which represents amounts chargeable to clients, including recoverable expenses and dlsbursements, but
excluding Value Added Tax.

All work in the course of completion at the year end has been valued on the basis of the revenue expected to
be earned given the stage of completion at the reporting date. All work of a wholly contingent nature where
revenue is dependent on events outside of the control of the partnership has been valued at £nil.

Other operating income

"Other operating income comprises rental income from a part sub-let of Broadgate. towers, cafeteria revenue -
and other miscellaneous income. Sublet income is credited to the profit and loss account in the period to
which it relates. Cafeteria revenue is recognised at the point of sale.

Disbursement income

Amounts recharged for hard disbursements, those amounts invoiced to the Firm for services performed for
clients, are charged directly to client matters and do not pass through the profit and loss account. Amounts
recharged for soft disbursements, for recoveries of photocopies and other items not invoiced directly to the
Firm, are included in turnover with the correspondmg cost being mcluded in administrative expenses in the
profit and loss account.

" Cost of sales

Cost of sales comprlses the salaries and other direct employment costs of the firm's professional. fee earnmg,
staff.

Provisions

Provisions are recognised when a present obligation exists as the result of a past event and it is probable that
- this will result in an outflow of economic benefit, the amount of which can be reliably estimated.

The amount recognised as a provision is the best estimate of the consideration required to settle the present .
obligation at the reporting end date, taking into account the risks and uncertainties surrounding the obligation.
Where the effect of the time value of money is material, the amount expected to be required to settle the
obligation is recorded at present value. When a provision is measured at present value, the unwinding of the
discount is recogmsed as a finance cost in profit or loss in the period i in which it arises.

Foreign currency translation

Monetary assets and liabilities denommated in forelgn currencies are translated into sterling at the rates of
exchange ruling at the balance sheet date. Transactions in foreign currencies are recorded at the rate ruling at
the date of the transaction. All differences are taken to the profit and loss account. The profits and losses-of
overseas operations are recorded at the average rate for the year, while assets and liabilities are translated at
the closing rate at the balance sheet date. The foreign exchange differences arising from the translation into
sterling of the profit and loss and balance sheet of overseas operations are included in the statement of
comprehensive income. . ‘

Taxation

~In most jurisdictions the tax payable on the profits of the LLP is the personal liability of the Members.-
Consequently no reserve for taxation is made in the financial statements in respect of Members’ tax liabilities,

.and the profits are shown within ‘Members’ interests’ or as ‘Loans and other debts due to Members’ w1thout
any deduction for tax.

The results of companies and certain overseas branch operatlons consolidated within these financial
statements are subject to tax at the level of the entity and recorded in the profit and loss account. To the
extent that tax that is the llablllty of those entltles has not been paid, it lS carried as a 11ab111ty in the balance
sheet. . .
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REED SMITH LLP

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2018

2.~ ACCOUNTING POLICIES (continued)
" Pensions

The LLP operates a defined benefit pension scheme providing benefits baséd on final pensionable pay. The
scheme closed to new Members on 31 July 2005 and contributions to the scheme ceased on this date. The
assets of the scheme are held separately from those of the LLP, held in trust invested by a' fund manager. Any
further employer contributions are determined by a qualified actuary on the basis of triennial valuatlons The -
scheme assets are valued in accordance with FRS 102 (see note 15).

Service costs are shown within ad:nm;stratlve expenses and the interest costs and expected returns on assets
are shown within interest receivable or interest payable, as appropriate. Actuarial gains and losses are
recogmsed immediately in the statement of comprehensive income.

Based on the FRS102 valuation the scheme had a surplus of £991, 000 at 31 December 2018 (2017
£652,000) but as this is not recoverable by Reed Smith LLP, no asset has been recognlsed on the balance
sheet.

Additionally the LLP operates a .defined contrlbutlons pensmn scheme for employees The annual'
contributions payable are charged to the profit and loss account

Tangible fixed assets .

Tangible fixed assets are initially stated at cost, less depreciation and any impairment losses. Depreciation is
provided at rates calculated to write off the cost less estimated residual value of each’ asset over its expected
useful life, as follows: :

Leasehold improvements - - Lower of 17 years or the remaining term of the lease
Fixtures, fittings and equipment Straight line over 2-10 years

Fixed asset investments

Interest in subsidiaries are initially measured. at cost and subsequently measured at cost less ahy accumulated
impairment losses. The investments are assessed for impairment at each reporting date and any impairment
losses or reversals of impairment losses are recogmsed immediately in proﬁt or loss.

A subsidiary is an entity controlled by the LLP. Control is the power. to govern the ﬁnanma] and operating
" policies of the entity so as to obtam benefits from its act1v1t1es

Annuities

Under the terms of the merger agreement between Richards Butler LLP and Reed Smith Rambaud Charot -
.LLP the firm has a commitment to pay annuities to certain former partners of Richards Butler LLP, an
unlimited liability partnership which is now dissolved, and current Members who were partners of Richards -
Butler LLP prior to May 1994. The decrease. in the amount payable for the year to 31 December 2018 has
“been included in the statement of comprehensive income of these financial statements. The net present value
of annuities due to current annuitants, retired partners and current Members who are entitled to annuities,
including widows and dependants as at 31 December 2018, which has been calculated in accordance with the
provisions of FRS102. "Retirement benefits", amount to £7.2m (2017: £7.8m), Included in the £7.2m is a
sum of £1.2m (2017: £1.2m) due to current Members and this has been charged to Members interests; the
balance being due to former Members and included in provisions (see note 14).

The service co_sts are shown within administrative costs and the interest costs and expected returns on assets
~ are shown within interest receivable or interest payable, as appropriate. Actuarial gains and losses are
. recognised immediately in the statement of comprehensive income. :
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"REED SMITH LLP

' NOTES TO THE FINANCIAL STATEMENTS 3 .
Year ended 31 December 2018

2. ACCOUNTING POLICIES (continued) :
Members' participating mterest

Members' part1c1pat10n rlghts are the rights of a Member -against the LLP that arise under the Membeérs'
agreement (for example in respect of amounts ‘subscribed or otherwise contrlbuted remuneration and
profits). .

.. Members' participation rights in the earnings or assets of the LLP are analysed between those that are, from
the LLP's perspective, either a financial liability or equity, in accordarice with Section 22 of FRS 102. A
Members' participation rights including amounts subscribed or otherwise contributed by Members, for
example Members' capital are classed as liabilities unless the LLP has the unconditional right to refuse
payment to Members, in which case they are classified as equity.

All amounts due to Members that are classified as liabilities are presented within ‘Loans and other debts due
to Members'. Undivided amounts that ‘are classified as equity are shown within 'Members’ other interests'

Amounts recoverable from Members'. Amounts recoverable from Members are presented as. debtors and -

shown as’amounts due from Members, within Members' interests.

Where profits are automatically divided as they arise, the LLP does not have an unconditional right to refuse
payment and the amounts arising that are due to Members are in.the nature of liabilities. They are therefore -
treated as an expense and presented as Members’ remuneration charged as an expense in arriving at the result
for the relevant year. To the extent that they remain unpaid at the year end, they are shown as liabilities in the
balance sheet.

Conversely, where profits are divided on after a decision by the LLP or its representative, so that the LLP has
an unconditional right to refuse payment, such profits are classed as an appropriation of equity rather than an
expense. They are therefore shown as a residual amount available for discretionary division among Members
in the profit and loss account and are equity appropriations in the balance sheet. '

Other amounts applied to Members, for .exarrlple, remuneration paid under an employment contract and '
interest on capital balances, are treated in the same way as. all other divisions of profits, as described above,
-according to whether the LLP, has in each case, an unconditional right to refiise payment.

Leased assets.

Rentals applicable to operating leases where substantially all of.the beneﬁts‘and risks of ownership remain
with the lessor are charged against profits on a straight line basis over the period of the lease. ‘

Client Funds

As a legal practice ooerating within the United Kingdom, Reed Smith LLP holds client funds in accordance
with the rules of the Solicitors Regulation Authority. These funds are held separately from Reed Smith LLP
and are not reflected in the balance sheet.

Impalrment of fixed assets

At each reporting date, the LLP reviews the carrying amounts of its tanglble assets to determine whether there
is an indication that those assets have suffered an impairment loss. If any. such indication exists, the
recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if any) ‘
. Where it is not possible to estimate the recoverable amount of an individual asset, the LLP estimates the '
recoverable amount of the cash-generating unit to which the asset belongs. : »

Where a reasonable and consistent basis of allocatlon can be identified, assets are allocated to md1v1dual
: cash-generatmg units, or otherwise they are allocated to the smallest group of cash-generating units for which
a reasonable and consistent allocation basis can be identified.

.Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the

estimated fiiture cash flows are discounted to their present value using pre-tax discount rate that reflects
current market assessments of the time value of money and the risks spec1ﬁc to the asset for which the
estimates of future cash flows have been adjusted.
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REED SMITH LLP

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2018

2. ACCOUNTING POLICIES (continued)
Impalrment of fixed assets (continued) ‘

If the recoverable amount of an asset-(or cash-generating umt) 1s estlmated to be less than its carrymg amount
the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An
unpairment loss is recognised immediately in profit and loss, unless the relevant asset is carried at a revalued
amount, in which case the impairment loss is treated as a revaluation decrease. '

Recognised impairment losses are reversed if, and only if, the reason for the impairment loss has ceased to
apply. Where an impairment loss subsequently reverses, the. carrymg amount of the asset (or cash-generating
unit) is increased to the revised estimate of its recoverable amount, but so that the increased carrying amount
. does not exceed the carrying amount that would have been determined, had no impairment loss been
recognised for the asset (or cash generating unit) i in prior years. :

Financial instruments

The LLP has.elected to apply the provisions of Section 11 'Basic Financial InSU'uments and Section 12 ‘Other -
Financial Instruments. Issues' of FRS 102 to all its financial instruments.

Financial instruments.are recognlsed in the LLP balance sheet when the LLP becomes party to the contractual
prov151ons of the instrument. :

Financial assets and liabilities are offset and the net amounts. piesented in the financial statements when there
is a legally enforceable right to set off the recognised amounts and there is an intention to.settle on a net bas1s
or to realise the asset and settle the liability simultaneously.

Basic financial assets

Basic financial assets, which include trade and other debtors, amounts due from Members and cash and bank

balances, are initially measured at transaction price including transaction costs, are subsequently carried at -
amortised cost using the effective interest method unless the arrangement constitutes a financing transaction,
where the financial asset is measured at the present value of the future receipts discounted at a market rate of -
interest.

Other financial assets -

Other financial assets, including trade investments, are initially measured at fair value, which is normally the
transaction price. Such assets are subsequently carried at fair value and the changes in fair value are

recognised in profit or loss, except that investments in equity instruments that are not publicly traded and " °

whose fair values cannot be measured reliably are measured at cost less impairment.
Impairment of ﬁnanclal assets .

Financial assets, other. than those held at fair value through proﬁt or loss are assessed for 1nd1cators of
unpairment at each reporting date. -

Financial assets are impaired where there is objective evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset, the estimated future cash flows have been affected.
If an asset is impaired the impairment loss is the difference between the carrying amount and the present value
of the estimated cash flows discounted at the . assets or1g1na] effective interest rate. The unpairment loss is
recognlsed in profit or loss.

Derecognition of financial assets

Financial assets are derecognised only when the contractual rights to the cash flows from the asset expire or
are settled, or when the LLP transfers the financial asset and substantially all the risks and rewards of
ownership to another entity, or if some significant risks and rewards of ownership. are retained but control of
the asset has transferred to another party that is able to sell the asset in its entirety to an unrelated third party. .

!
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'REED SMITH LLP

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2018 '

2. ACCOUNTING POLICIES (continued)
Classification of financial liabilities

Financial liabilities and equity instrumerits are classified according to the substance of the contractual
_arrangements entered into. An equity-instrument is any contract that evidences a residual interest in the assets
_ of the LLP-after deducting all of its liabilities.

Basic financial liabilities -

- Basic financial liabilities, including trade and other creditors, amounts due to group undertakings and bank
loans and overdrafts, are initially recorded at transaction price unless the arrangement constitutes a financing
transaction, where the debt instrument is measured at the present value of the ﬁature payments discounted at a
market rate of interest.

Derecogmtlon of fmanclal liabilities

Financial liabilities are derecognlsed when, and only when the LLP's contractual obligations are discharged,
cancelled or they explre : » o

3. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the. application of the LLP’s accounting policies, which are described in note 2, the Members are required
to make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are
not readily apparent from other sources. The estimates and associated assumptions are based on historical
experience and other factors that are considered to be relevant. Actual results 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 period,
or in the period of the revision and future periods if the revision affects both current and future periods.

: The'following'are the critical judgements and estimations (Which are dealt with separater below), that the
Members have made in the process of applying the Group’s accounting policies and that-have the most
significant effect on the amounts recognised in the financial statements. '

i) Work in progress 4

The LLP reviews unbilled time on contracts for legal services at the year end and an assessment is made of
the extent to which revenue has been earned and the amount expected to be realised. Provisions are made for
- irrecoverable time.

i) Impairment of debtors

~ The LLP makes an estimate of the recoverable value of trade and other debtors. When assessing impairment
. of trade and other debtors, management considers factors including the current cred1t rating of the debtor, the
ageing profile of debtors and historical experience.
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REED SMITH LLP

jNOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2018

4. SEGMENTAL ANALYSIS

. Segmental analy51s has not been included as Reed Smith LLP considers such disclosure to be prejud1c1a1 to
their business since it would be helpful to competltors who do not generally- provide similar- mformatlon :

pubhcly

5. OPERATING PROFIT

Operatmg profit is after chargmg (credltmg)

Loss (proﬁt) on disposal of fixed assets
Depreciation of tangible assets on owned assets.
Operating lease rentals - land and bulldmgs
Foreign exchange loss, '

The analysis of the auditor’s remuneration s as follows:

'Fees payable to the LLP’s auditor for the audlt of the LLP’

ﬁnanclal statements

Fees payable to the auditor and their associates for other

services to the Group:

o

The audit of the LLP’s subsi'diaries.pursuant to leg'islétioﬁ
. Total audit fees

Fees payable to the LLP’s auditor in respect of:-
Other services pursuant to legislation '
- Other services relating to taxation- - - compliance
- advisory

. Fees payable to the LLP’s audltor in respect of the audit of the

associated pension scheme

Total non-audit fees
6 OTHER OPERATING INCOME

Cafeteria revenue
Rental sublet
Other income

2018 2017
£ £
695,258 (1,281)
2,083,377 2,429,689
15,222,072 12,840,840
1,192,155 1,295,706
2018 2017
g £
68,500 82,250
7,000 7,750
75,500 90,000
38,500 45,000
88,540 . 65,000
31,460 -
6,250 5,740 -
. 164,750 115,740
2018 2017
£ £
271,337 -
273,838 -
380,944 -
926,119 -
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REED SMITH LLP

NOTES TO THE FINAN CIAL STATEMENTS
Year ended 31 December 2018 -

7.

INTEREST RECEIVABLE AND SIMILAR INCOME o ,
‘ ' 2018 - 2017

£ N £

Bank interest o » o 349,685 171,230
INTEREST PAYABLE AND SIMILAR CHARGES

' ' L 2018 - 2017

_a £

On bank loans and overdrafts . : A o ' 178,436 209,838

Other interest paid B 8,666 . . -

187,102 209,838

/

TAX ON PROFIT IN CORPORATE SUBSIDIARIES .

Corpqraté taxes payable on the profits of Group entities are charged to the proﬁt and loss account as follows:

2018 2017
£ £
Tax charge on profit in corporate subsidiaries : ' L 227,742 . 441

The standafd rate of corporation.tax for the year, based on the UK standard rate of corporation tax is 19%
(2017 - 19.25%). The actual tax charge for the current year differs from the standard rate for the reasons set
out in the followmg reconc111at10n .

2018 - 2017
A 3 R
Profit before taxation , o - 73,679,544 77,229,090
Amounts subject to personal tax - ' : ' © (73,641,323) (77,226,884)
| 38221 2206
Tax on profit at standard rate o T A ' - 7,262 - 441
Underprovision in respect of prior years ' a : 248 -
~ Tax on overseas entity . X o : 220,232 T
Total actual amount of current tax . : o , . 227,742 441

In recent years the UK Government has éteadily reduced the rate of UK corporation tax, with the latest rates
substantively enacted by the balance sheet date being 19% with effect from 1 April 2017 and 17% effective
from 1 April 2020.
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NOTES TO THE FINANCIAL STATEMENTS
' Year ended 31 December 2018

" 10.

. REED SMITH LLP

. TANGIBLE FIXED ASSETS

GROUP

- Cost

At 1 January 2018

Exchange rate movements on overseas assets

Additions
Disposals

At 31 December 2018

Accumulated depreciation .

. At 1 January 2018

Exchange rate movements on overseas assets

o Disposals

Charge for the year
Transfer

At 31 December 2018

Net book value ‘
At 31 December 2018

At 31 December 2017

LLP -

- Cost

At 1 January 2018

Exchange rate movements on overseas assets

Additions
Disposals

At 31 December 2018

Accumulated depreciation
At | January 2018

Exchange rate movements on overseas assets

Disposals
Charge for the year
Transfer -

At 31 December 2018 -

Net book value
At 31 December 2018

At 31 December 2017

. Fixtures,
Leasehold ~ fittings and
improvements equipment Total
: £ £ £
19,1‘38,724 © 12,926,803 32,065,527
106,938 - 69,195 176,133
1,010,383 423,296 1,433,679 .
(4,038,357) (4,745,867) © (8,784,224)
16,217,688 8,673,427 24,891,115
12,317,087 10,943,332 23,260,419
101,859 ~ 56,923 158,782
(3,343,451) (4,740,789) (8,084,240)
1,206,957 876,420 2,083,377
218,776 (218,776) -
10,501,228 6,917,110 "17,418;338 N
5,716,460 1,756,317 7,472,777
6.,821,637' 1,983,471 8,805,108
‘ . -Fixtures,
Leasehold fittings and o
improvements = equipment ‘Total .
£ £ £
19,008’,353 12,704,826 31,713,179
117,279 87,750 1205,029°
1,010,383 397,949 - 1,408,332
(4,038,357) (4,745,867) . (8,784,224) .
16,097,658 8,444,658 24,542,316
12,247,636 10,840,212 23,087,848
107,107 65,543 172,650
(3,343,451) (4,740,789) - (8,084,240)
1,174,039 - 815,134 1,989,173
218,776 ~(218,776) : -
10,404,107 . 6,761,324 17,165,431
: 5,693,551 1,683,334 7,376,885
6,760,717 1,864,614  8,625331.
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" REED SMITH LLP R S I

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2018 '

11.  FIXED ASSET INVESTMENTS
LLP o : | ' E ' o £
Shares in 'subsidiar'y undertakihgs

-Cost and net book value _ _ . .
At 1 January 2018 and 31 December 2018 ' : ) ’ 100,117

Holdings of more than 20%:-

The Limited L1ab111ty Partnership holds more than 20% of the share capital of the following Companles all of .
which are registered to Broadgate Tower, 20 Primrose Street, London EC2A 2RS.

Country of ]
: . * registration or ' : . o Profit
Company _ incorporation Principal activity -~ -Shares held Capital and  (loss) for
o C reserves the year
, _ "Class - % £ £
Subsidiary undertakings ' ' '
Beaufort Trust Corpofation England & Wales:  Provides : Ordinary 100 336,860 29,865
. Limited ' . professional o '
o " trusteeships for
pension schemes,
charities and
o ’ o ) family trusts. : : . .
" Independent Pension Trustee - England & Wales Undertakes the Ordinary 100 . 789,344 C 842
Limited : role of : g .
' o Independent
Pension Scheme
. . Trustee. ] ,
"'RB Secretariat Limited England & Wales . Dormant - . Ordinary 100 , 2 ' -
Reed Smith Corporate . England & Wales Dormant ' Ordinary. 100 .. 4 : -
* Services Limited S ' 4 .
Reed Smith Pension Trustee _England & Wales.  Dormant v Not - . -
Limited* : . . Applicable . 4 ' -
Reed Smith Services England & Wales Dormant Ordinary 1000 = 52,734 oo
" Reed Smith Limited - - England & Wales  Dormant ' Ordinary . 100 I -
Richards Butler Limited England & Wales =~ Dormant Ordinary - 100 .. 2 -
Interest in indirect limited liability partnership ' . .
Reed Smith LLP Kazakhstan Kazakhstan Legal services _ Ordinary 100 175,647 = (109,866)

* Company limited by guarantee.‘ '

The Members believe that the carrying value of the investments is supported by their underlying net assets.

25



REED SMITH LLP :

NOTES TO THE FINANCIAL STATEMENTS
' Year ended 31 December 2018

12.

13.

DEBTORS _
‘ GROUP LLP -
: 2017 ~ L 2017 -
2018 (as restated) 2018 (as restated)
£ £ : -£ S
Trade debtors ' ' 42,281,757 39,769,251 - 40,783,738 38,952,457
Amounts due from Members . " 44,180,956° 38,291,278 44,613,296 38,291,278
Amounts owed by group undertakings 44,375,824 35,350,603 44,110,420 35,091,172
Corporation tax : - 26490 . - - - -
Other debtors : A . 7,017,610 6,543,179 6,882,491 6,145,884
Prepayments ' . : - 4,360,427 1,464,065 4,348,939 1,453,274
Accrued income ‘ -+ 34,150,352 -30,354,859 33,923,200 30,121,266

176,393,416 151,773,235 174;662_,084. 150,055,331

All amounts owed by Group hndertakings are non interest 'bearing, unsecured and are due on demand.

The prior year amounts owed to parent undertaking (disclosed in note 13) have been restated to reallocate
amounts owed by group undertakings inappropriately included in the prior year. These amounts owed by
group undertakings amounted to £35 350,603 on a group basis and £35, 091 172 on an LLP ba515 and thus
have been removed for the prior year comparative.

CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

GROUP . . LLP

2017 2017

2018 (as restated) 2018 (as restated)
£ £ £ £
- Trade creditors : ' ’ 15,022,253 11,700,829 14,996,809 11,615,884
Amount owed to parent undertaking 80,713,461 51,937,489 78,962,422 49,905,210
‘Corporation tax : . 7,063 . .- ‘ - C
Other taxation and social securlty costs 3,662,440 3,389,434 3,555,272 3,418,906
Other creditors . : 5,106,662 5,070,137 5,106,930 5,070,137

Accruals and deferred i income ‘ . 10,989,722 . 8,979,319 10,901,965 8,924,300

115,501,601 : 81,077,208 1'13,523,398 .78,934,437

All amounts owed to Group undertakings are non intefeé‘t bearing, unsecured and are repayable on demand.

The prior year amounts owed to parent undeftaking have been restated to reallocate amounts owed by group
undertakings inappropriately included in the prior year. These amounts.owed by group undertakings

4amounted to £35,350,603 on a group basis and £35,091,172 on an LLP basis and thus have been removed for

the prior year comparative.

The LLP has use of a rolling overdraﬁ fac111ty of £5 million which i incurs mterest of 1.65 percent above the
Bank of England base rate. :

For the year ended 31 December 2017, the total amount for provisions of litigation claims and ’dilapidat'ion

. provisions recorded by Reed Smith LLP was not separately disclosed as it was concluded by management that
_this may seriously prejudice Reed Smith LLP in these matters. For the year ended 31 December 2018, these

amounts have been disclosed as provisions for liabilities.
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REED SMITH LLP

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2018

" 14.

15.

PROVISIONS FOR LIABILITIES

N

Provision for

Provision for + litigation . ,
.- i ’ ] dilapidations _claims Annuities Total
GROUP AND LLP : . : £ . . £ £ £
At 1 January 2018 . - - 6,600,000 6,600,000
Actuarial gain charged to statement of : o ‘ o
comprehensive income - - C- (600,000)  (600,000)
. Net movement 1,587,889 5,257,993 . =" . 6,845,882
* Amounts reclassified from other credltors to . i ’
“provisions . 2,100,000 200,000 : - 2,300,000
" At 31 December 2018 ' " 3,687,889 5,457,993 6,000,000 15,145,882

Payments of annuities are.expected over the period from January 2017 to December 2055

. A provision for dxlapldatlons of the leased offices in London at Broadgate Tower is held at 31 December

2018. The lease explres in December 2023

Other provisions mainly consists of client related legal clalms The LLP is, from time.to time and in the
normal course of business, subject to a variety of client related actions -or proceedings. When such
circumstances arise, management provides for its best estimate of cost when an outflow of economic .

. resources is considered probable.

PENSION COSTS

) Def'ned contrlbutlons

During the year, the LLP made contributions to certain employees prwate pension schemes

2018 2017
. £2000  £2000.
Contributions payable bythe LLP for the year : ' 3,978 3,787

Defined benefit

The LLP operates a pension scheme providing benefits based on final pensionable pay. The assets of the
scheme are held separately from those of the LLP. The contributions are determined by a qualified actuary on

’ the basis of triennial valuations. -

" The scheme closed to benefit accrual on 31 July 2005 and contributions to the scheme ceased. Employer s

additional contributions recommenced under a deficit reduction plan from January 2006 which ceased in

" September 2016, following actuarial advice. As a closed scheme under the projected unit method the current

service cost will increase as the Members of the scheme approach retirement.

" The most up to date full actuarial valuation was as at 31 December 2017. The actuary has updated the 2017
- valuation to reflect the position as at 31 December 2018 and the results of this updated valuation based upon

the requirements of FRS102 are as follows:

2018 2017

: S : "% © %

‘ Discount rate o - . ' S 270 240

Inflation assumption ' T - o210 - 1.80
Current life expectancies are as follows: A ‘ A

Male aged 62 in 2017 ‘ - . 254 26.7

Female aged 62 in 2017 - o - . 273 - 287

Male aged 42 in 2017 at age 62 oo - 26.5 27.1

Female aged 42 in 2017 at age 62 ‘ - . 28.6 293
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15.

REED SMITH LLP

NOTES TO THE F INANCIAL STATEMENTS
Year ended 31 December 2018

PENSION COSTS (continued)

Reconciliation of the Schemes' assets and defined benefit obligation

/
At 1 January 2018 .

Benefits paid and other costs -

Past service cost
Interest income/(cost)
Actuarial gain’

~ Return on assets excludmg interest income

- At 31 December 2018_

The falr value of the assets of the Scheme were:

Asset Class
Annuities
With profit fund

Total

The return on the assets was:

Interest income

Return on assets less interest income

Total return on assets

Reconciliation to the balance sheet
Market value of assets .
. Present value of defined beneﬁt obhgatlon

. Funded status

Irrecoverable surplus

_ Pension asset recognised in the balance sheet

Amounts recognised in other comprehensive income
Actuarial gains /(losses) on defined benefit obhgatlon
Actual return on assets less interest

Limit on recognition of assets less interest

Amounts recognised in other comprehensive income

2431. .

(37D

‘Defined
benefit ‘
- Assets  obligation Total
£000 * £2000 £000
4276 (3,624) 652
(86) 86 -
- (32 - (32)
81 .(81) -
- M7 447
(76) _— (76)
4,195 '(3,204) 991
2018 2017
-£000 £000
2,286
1,909 1,845
© 4,195 4,276
81 91
@6). = 191
5 282
4,195 14,276
991 652 .
(991) . - (652)
447 (165)
(76) 191

26)
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REED SMITH LLP

NOTES TO THE FINAN CIAL STATEMENTS

.Year ended 31 December 2018

16.

17.

18.

FINAN CIAL COMMITMENTS

At 31 December 2018 Reed Smlth LLP had minimum lease commitments under operatmg leases explrmg as

" follows: -

Operating leases which expire:
Within one year

In the second to fifth years inclusive
After five years

INFORMATIQN IN RELATION TO MEMBERS

The average number of Members during the year was:

GROUP
2018 2017

£ » £

10,923,326 13,051,160
39,793,643 42,793,495
3,304,585 -

- LLP .
2018 . 2017

g R

10,889,708 12,955,900
39,737,460 42,734,774
3,304,585 -

54,021,554 55,844,655

53,931,753 © 55,690,674

Profit attributable to the Member with the highest entitlements

EMPLOYEES

"The average number of employees durmg the
~ year was: 4

Fee earning staff
Administrative staff

Employment costs (exeluding Members)

‘Wages and salaries -

Social security costs
Other pension costs

2018 2017

No ‘ No
136 139
£ £

2,658,436 2,528,420

GROUP LLP :
2018 2017 2018 2017
- No No ~ No No -
327, 352 - 321 348
315 1310 309 ~ 304
642 662 630 652 -
2018 2017 2018 . 2017
£ £

44,954,700 - 42,848,689.

6,532,170 5,437,416
3,978,182 3,787,184

£.‘ 'y

142,925,010 41,244,161

6,471,465 5,376,167
3,978,182 3,787,184 -

55,465,052 52,073,289

53,374,657 50,407,512
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19.

20.

21,

'ULTIMATE PARENT ENTITY

The LLP is part of the mtematlonal law firm. headed by Reed Smith LLP (US), (RSUS'), a Delaware
registered LLP that is considered to be the ultimate controlling party. Three Members in RSUS are also
Members in Reed Smith LLP, acting in the capacity of bare trustees for the other RSUS Members.
Additionally those Members with the status of Equity Partner in thé Reed Smith LLP are also Members in -
RSUS. :

RELATED PARTY TRANSACTIONS -

In the ordlnary course of business the LLP has traded with its sub51d1ar1es The LLP is exempt from
disclosing details of these transactions as they are elunlnated on consolidation.

The key management personnel of the LLP comprise partners who are Members of the ﬁrm s Board These |
partners maintain significant client responsibilities. The total share of profit awarded to these key
management personnel from the LLP for the year ended 31 December 2018 amounted to £12.2m (2017:
£10.9m).

During the year, the partnershlp mcurred network fees of £11.6m (2017: £11.3m) from RSUS. ThlS balance is
included w1thm 'Amounts owed to Group undertakings'.

PRIOR YEAR RESTATEMENT

The LLP has amended the debtors and credltors due within one year to reallocate amounts owed by group
undertakmgs inappropriately .included in amounts due from parent undertakings in the prior year. These
amounts owed by group undertakings amounted to £35,350,603 on a group basis and £35,091,172 on an LLP
basis, while the amounts owed to group undertakings are £51,937,489 and £49,905,210 respectively, and thus

-have been removed for the prior year comparatlve

The effects of this change are summarlsed below: -

GROUP ~ LLP

_ 2017 2017

2017  (restated) 2017  (restated)

£ £ : o £

Debtors =~ - ‘ o i - 35,350,603 - 35,091,172
. Creditors: amounts falling due within one year . (16,586,886) (51,937,489) (14,814,038) (49,905,210)

" Total . . . (16,586,886) (16,586,886) (14,814,038) (14,814,038)
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