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B Investment Objective, Investment Policy and Benchmark Index

The Company's current Investment Objective, Investment Policy and Benchmark Index ara as follows

Investment Objective

Investment Policy

The objective of the Company 1s to achieve absolute returns The Company aims to provide
Geared Ordinary sharehoiders with capital growth, with Income as a secondary objective
and to provide Zero Dividend Preference shareholders with a predetermined final capital
entittement on the Winding-Up Date

The investment policy of the Company 1s to invest In listed equites and equity related
secuntes (such as contracts for difference, convertible securities, preference shares,
convertible unsecured loan stock, warrants and other ssmilar secunties)

The investment Manager (‘Jupiter Asset Management Limited') 1s not imited in the asset
allocation of the Company's mvestment portfolio between sectors, geographic regions or
the types of equities and equity related secunties in which the Company may invest, but
instead the Investiment Manager considers each potential investment on its own merts The
Investment Manager focuses on the sectors that it considers to be the most undervalued
areas of the market from time to tme and the allocation of assets between different sectors
will be deterrined by the Investment Manager in tus absolute discretion

In additon to equibes, and equity refated secunties (including denvatrves), the types of
nvestment and assets in which the property of the Company may be invested include cash,
near cash, fixed interest secunties, currency exchange transactions, index hinked secuntes,
money market instruments (MMIs) and deposits

These mstruments may be used for the purpases of both efficient portfolto management and,
where it 1s considered to be appropnate for investment purposes by the Investment Manager
and the Board, to adopt an investment strategy aimed at achieving positive returns across
market cycles with low levels of volatility This strategy will seek to take advantage of specific
macroeconomic circumstances and market pricing anomales

At tmes the portfolio may be concentrated in any one or a combination of such assets and
as well as holding physical long positions the Investment Manager may create synthetic long
and short positions through the use of equity related secuntes

The Investment Manager wil! seek to hmit volatility through diversified portfolio holdings and
sector exposures, active management of the Company’s net and gross portfolio exposure to
the market, and through the use of dervatives

The Company’'s investment portfolio s focused on companies where, m the opimion of
the Investment Manager, valuations are iow and growth in earnings or assets 1s not fully
appreciated The investment Manager seeks to identify companies within growth industnes
which enjoy certan key charactenstics, including an imagnative, proven and incentivised
management team and balance sheet strength

The Company manages an adequate spread of investment nsk, with no ong investment
making up more than 15 per cent of the Total Assets of the Company at the time of
mvestment

The Board has not set an objective of a speafic Portfolio Yield for the Company and the
level of such yteld 1s expected to vary with the sectors and geographical regions to which
the Company’s porffolio 1s exposed at any given tme However, substantially all distributable
revenues that are generated from the Company's investment portfolio are expected to be paid
out in the form of annual dividends

It 1s the Company’s stated policy that not more than 10 per cent , in aggregate, of Total Assets
may be tnvested in other UK isted investment companies unless such companies have stated
mnvestment polictes to invest no more than 15 per cent of therr Total Assets in other UK listed
investment companies (including hsted investment trusts)

The Company may make use of short-term borrowings such as an overdraft facility for
hquidity and investment purposes in order to gear the returns on the Company's investment
portfolio but in any event borrowings will not exceed, at any one time, 25 per cent of Total
Assets without shareholder approval by ordinary resolution

The Company may also hedge currency exposures and unlisted secunties (up to a maximum
of 5 per cent of Total Assets)
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B Investment Objective, Investment Policy and Benchmark Index caontirued

Any matenal change tn the investment policy of the Company descnbed above may only be
made with the approval of Shareholders by an ordinary resolution and the separate class
approval of Geared Ordinary shareholders

Benchmark Index 3 menth sterling LIBOR calculated as at the first business day of each calendar month
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Il Company Information

Directors

Investment Manager, Secretary

and Registered Office

Telephone
Facsimiie
Website
Email

Custodian

Registrars

Telephone

Telephone (overseas)
Website
Email

Auditors

Subsidiary Company

G A Campbell, Chairman
R N G Pavry

H D Hdl

Lord Lamont of Lerwick

Jupiter Asset Management Limited

1 Grosvenor Place

London SW1X 7JJ

020 7412 0703

020 7314 4873

www jupiteronline co uk
mvestmentcompanies@jupiter-group.co uk

Authonsed and reguiated by the Financial Services Authonty

The Northern Trust Company
50 Bank Street

Canary Wharf

London E14 SNT

Authonsed and regulated by the Financial Services Authonty

Capita Registrars Limited

34 Beckenham Road

Beckenham

Kent BR3 4TU

0871 664 0300

{L:nes are open from 8 30am to 5 00pm Monday to Fnday
Calls cost 10 pence per minute plus network charges)
+44 (0)20 8634 3399

WWw capitaregistrars com

ssd@capitaregistrars com

Ernst & Young LLP
1 More London Place
London SE1 2AF

JSST Secunties Limited
1 Grosvenor Place
London SW1X 7.JJ

Both classes of shares of the Company and the Packaged Units are listed on the
London Stock Exchange and their pnces are published daily in the Financial Times under
‘tnvestment Companies’
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Sedol Number

Geared Ordinary shares

Zero Dividend Preference shares
Packaged Units

ISIN

Geared Ordinary shares

Zero Dividend Preference shares
Packaged Units

Ticker

Geared Ordinary shares

Zero Dividend Preference shares
Packaged Units

Company Registration Number

B Company Information continved

B4268.87
B426412
B40T769

(GB00B4268J87
GB00B4264123
GB00B40T7695

JSS
Jssz
JssuU

5207714
An Investment Company under s 833 of the Companies Act 2006

@ London
Steck Exchanga
LISTED

PREMIUM
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Il Directors

Gordon A Campbell*

Harry D Hill*

Richard N G Pavry

The Rt Honourable Lord Lamont
of Lerwick

1s the Chairman of the Company He has extensive experience in the governance of UK public
hsted companies He was formerly the Chairman of Babcock International Group PLC and,
a nan-executive Chairman of Batish Nuclear Fuels plc He 1s also a non-executive director of
Accsys Technology plc He was previously Chief Executive of Courtau!ds PLC and was also
a former non-executive director of Argos plc

15 the Chairman of the Audit Commitiee He 1s expenenced in the financial markets, being the
former Charrman of Countrywde pic {formerly Countrywide Assured Group pic) Mr Hili has
served on the board of Countrywide plc for 23 years

i1s an ermployee of Jupiter Asset Management Lirmited where he 1s responsible for closed
ended funds He s a practising solicitor

was Chancellor of the Exchequer from Novermber 1990 until May 1993 and also was a director
of N M Rethschild & Sons Limited He 1s a director of Balh Group PLC, RAB Capital plc and
10 Adna Limited

*Members of the Audit Committee
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B Financial Highlights

Capital Performance

31 October 31 October

2011 2010 % change
Totai Assets less current labiibes (£'000) 225,760 22367 +09
Benchrmark Index 3 month Sterling LIBOR (%) 0 98669 074100
Total Return {%)" 17 50

Share Performance

;()clober 31 October

2011 2010 % change
Zaro Dividend Preference shares
Mid-market price (pence) 3475 3275 +6 1
Net Asset Value (pence) 3313 3098 +6 9
Premium (%) 49 54
Geared Ordinary shares
Mid-market price (pence) 36 38 4125 -118
Net Asset Value (pence) 38 08 4140 -80
Biscount (%) 45 04
Total dividends declared for the year (pence) 090 080 +125
Packaged Units
Mid-market price (pence) 102 63 103 50 08
Net Asset Value (pence) 104 34 103 38 +09
{Discount)/Prermium (%) (7 01
Revenue Performance

S T e e T Yearto- Yea}to‘_—'—-_
31 October 31 October

2011 2010 % change
Revenue after taxation (£ C00) 1,928 2,569 -250
Return per Geared Ordinary share (pence) 089 118 -250

*The change in total assets plus dmdend pawd dunng the year expressed as a percentage of fotal assefs at the start of the year
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I Chaiman’s Statement

At 31 October 2011 your Company's Total Assets less current habilittes
were £225 760,000 This represents an increase in Tolat Assets for the
year to 31 October 2011 of 0 9 per cent compared to a return on cash
of 08 per cent over the year, based on the Company’s Benchmark
Index, 3 month sterling LIBOR

The geared spiit capital structure of the Company meant that the
Net Asset Value (including income and expenses) of the Company's
Geared Ordinary shares decreased by 8 0 per cent in the year to
30 October 2011 The Net Asset Value of the Zero Dividend Preference
shares increased by 6 9 per cent dunng the same penod

The Packaged Units are not geared by the Company's spht capital
structure since they compnse one Geared Ordinary share and two Zero
Dnidend Preference shares The Net Asset Value of the Packaged
Units rose by 0 9 per cent over the perniod to 104 34p

Dividend

On 19 December 2011 the board announced the payment of an intenm
dividend for the year ended 31 October 2011 of 0 9p (net) (31 October
2010 0 8p (net)) per Geared Ordinary share The dividend was paid on
31 January 2012 to Geared Ordinary sharehotders (and to the holders
of Geared Ordinary shares within the Packaged Units) who appeared
on the register of shareholders on & January 2012

General Meeting

On 30 September 2011 the Company held a General Meeting to approve
the allotment of shares, the disappiication of pre-emption nghts and
the amendment to the Articles of Association | am pleased to report
that all resclutions were passed unanimously This authonty shall expire
at the forthcoming Annual General Meeting Dunng the penod since
30 September 2011 no shares were 1ssued because an opportunity
to 1ssue shares at par or at a premium in such a manner that would
not disadvantage either share class did not present itseff You will see
on page 51 that the board are sesking to renew this authonty at the
forthcoming Annual General Meeting so that they are able to continue
to manage any premium at which the Packaged Units {or the underlying
shares compnsing each Packaged Unit} trade relative to their prevailing
Net Asset Value

Qutlook

Signs of economic slowdown in Europe are accumutating and there
1s ongoing concern about whether an orderly solution can be found to
the region’s debt cnsis Steps by the European Central Bank ('ECB’) to
ease hquidity pressures in the banking sector are seen as tacit support
for the region's bond markets and are being conducted in a manner
which avords a legal compromise and circumvents German opposition,
at least for now Under this programme, the ECB’s balance sheet 1s
expected to expand considerably, particularly in the face of large-scale
government and bank debt rollovers i coming months However, the
problems in Europe remain acute In January Standard & Poor's, the
credit ratings agency, downgraded a number of European countnes
including France, which will make « more difficult for the European
Financial Stabity Facility (EFSF} to attract money Meanwhile, the
fiscal posihon in Greece continues to detenorate amud a deep economic
contraction and t appears that bond holders will be required to take
a sizeable harcut and might stil face default By contrast the recent
news-flow from the US and China has been more positive than widely
expected and this might provide some support to asset markets if the
worst expectations for the eurozone can be avoided

These are highly complex tmes for the global econromy Your manager
continues to take positions aimed at profiting from global imbalances,
while seeking to neutralise asset pnce nsk where appropnate

Gordon Campbell
Chairrman
17 February 2012
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B Manager’s Review

For the year to 31 October 2011 the value of the Company’s total assets
increased by 0 9 per cent compared to an average of 0 8 per cent * for
its benchmark, the 3 month Sterling LIBOR Index From the Company's
reconstruction on 3 Novernber 2009 to 30 October 2011, the value of
total assets has increased by 6 0 per cent compared to an average of
1 3 per cent * for the Company’s benchmark

Market review

Economic uncertainty and market turbulence were central features
of the year under review Early hopes for a sustained recovery in the
global economy were muted by a number of events — the devastating
earthquake in Japan, the Arab Spring and protracted monetary tightening
In emerging markets However, these were largely overshadowed by
the problems western polticians faced in their attempts to reduce
debt levels without creating economic mstabiity A downturn in lead
indicators across the West dunng the summer exacerbated concern
about how the sovereign debt problem would be solved This was most
evident in the eurozone, which saw its fragile banking sector come
under extreme pressure At a time when Greece’s bonds were pnced
for default and contagion fears grew, politcal negotiat:ons in the region
exposed deep dwvisions between richer and poorer states Late in the
pencd equity markets were boosted by plans for bank recapitalisation
n the eurozone and an enlarged baillout facihity However bond markets
continued to question the strength of these proposals, leading to an
increase 1n the yield of Halian government debt

Policy review

Amid these uncertain conditions, we remained cautiously positioned
with a focus on balance sheet dispanties across the global economy
Events dunng the year were generally favourable to our core strategies,
with the pertfolio producing a modest absolute gain and outperformance
of its benchmark Sentiment towards Europe was particularly vanable,
and the ebullient mood at the end of the penod reduced some of the
gains made by the portfoho's eurozone-focused short positons This
detracted from the positive performance of long holdings in Australian
government debt and exposure to gold

We continue to hold a balance of long and short positions which am
to profit from global imbatances and have taken steps to hedge nsk
In equities and currencies where we believe it to be necessary The
eurozone remamns a focus of our short book This wncludes a short
positon in the euro which we believe has the potential to depreciate
n the event of either a deepening of the economic slowdown or the
expansion of the ECB’s balance sheet as it takes steps to inject iquidity
into the region We also maintain short pesitions in cyclical stocks :n
the region, which are counter-balanced by long stock index positions
A short positon in 10 year Japanese Government Bonds remains a
feature of the portfolio The yteld for these bonds 1s less than 1 0 per
cant, which appears too low for a country with the highest debt/GDP
ratio n the OECD and no viable strategy for reiming it in

In our long bogk, we have taken the decision to reduce some of our
holding in the AAA-rated Australian government debt This 1s because
yields have dropped in our favour and in addition there are signs that
the American economy Is improving We continue to held selective high
yielding corporate bonds In currencies, we prefer the Norwegian krone,
a currency that has hardly appreciated agamnst the euro i the past
decade despite being backed by Norway’s extraordinary fiscal strength
We held a tactical long in the US dollar for some of the penod, which we
have recently reduced on concerns that the US 1s continuing to pursue
immensely loose monetary policies Some exposure 1s also retained to
gold through longs in an ETF and equities

Outlook

Although senttment has picked up considerably since the end of the
penod, there remains a great deal of uncertainty in Europe Portugal’s
debt situation 15 precanous and may flare up in the coming months,
to the detnment of Spain’s banks as major holders of this debt This
might precipitate further steps by the ECB to shore up Spamsh and
ltalian bond markets, which should sustain downward pressure on the
euro Howeves, the current mood In markets looks set to continue while
the ECB confrnues to inject iquidity into the banking system There 1s
also growing confidence that the US will avoid a recession in 2012 and
data from key manufacturing countnes has also been supportive More
broadly, the West continues to struggle agamst signficant balance
sheet problems, with Europe a central area of nsk, and policy decisions
continue to create almost daly shifts n market sentment For thus
reason we remam carefully positioned, with a focus on global fiscat
imbalances

Philip Gibbs

Fund Manager

Jupiter Asset Management Limited
17 February 2012

* Source Fmnancial Exprass
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B Capital Structure

Zero Dividend Preference shares
31 October 2011

ln 1ssue-

Net Asset Value.

Middle Market Price-

Geared Ordinary shares
31 October 2011: )
In1ssue

Net Asset Value:

Middle Market Price

432,723,586 Zero Dividend Preference shares of 0 35443291p each
33 13p per share
34 75p per share

The Zero Dvidend Preference shares are designed to provide a pre-determined capital
entitement on 31 October 2014 which ranks behind the Company's creditors {f any) but
In prionty to the captal entitiements of the Geared Ordinary shares The Zero Dwvidend
Preference shares are not entitled to ncome and therr entire return will take the form of
capital They are not entitled to the revenue reserves of the Company, f any, on a winding up,
even If therr entitiement could not otherwise be met

A holder of Zero Dvidend Preference shares had an inihial capital entitlement of 29 Op per
share on 3 November 2009 The Company's capiial structure is designed to provide Zero
Dividend Preference shareholders with a pre-determined capital entittement of 40 5p per
Zero Dividend Preference share on 31 October 2014

The Zero Dividend Preference shares entitle thew hofders to vote at all general meetings of
the Company In addition, they carry the nght to vote as a class on proposals which would be
likely to matenally affect their position

216,361,793 Geared Ordinary shares of 0 57121641p each
38 08p per share
36 38p per share

The Geared Ordinary shares are designed to provide holders with geared capital growth
and, as a secondary objective, the potentizl for Incormne (where the Zerc Dividend Preference
shares have no entitlement)

Geared Qrdinary shareholders are entitled to all the Company's surplus assets after satisfying
the entitiements of the Zerc Dividend Preference shares and the Company's creditors (if
any) on the planned Winding-Up Date of 31 October 2014 In addition, Geared Ordinary
shareholders will be entitled an a winding-up to recewe any undistnbuted revenues of the
Company, subject to all creditors having been paid out in full even if the Zero Dividend
Preference shareholders do not receive therr full entitlement

The Geared Ordinary shares are geared by the Zero Dividend Preference shares both in
terms of income, where the Zero Dividend Preference shares have no entiflement, and
capital, where the Zero Dwidend Preference shares have a fixed entitlernent

Geared Ordinary shareholders have the nght to vote at general meetings of the Company In
addition, they carry the nght to vole as a c¢lass on certain proposals which would be hkely to
affect matenally their position

10
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I Capital Structure contnued

Packaged Units

31 October 2011-
In 1ssue

Net Asset Value
Middle Market Price

Bank Borrowings

Winding Up

15,577,803 Packaged Units”
104 34p per Packaged Unit
102 63p per Packaged Unit

The Company's shares are also traded on the London Stack Exchange as packaged units
Each Packaged Unit comprises one Geared Ordinary share and two 2Zero Dividend Preference
shares

“This figure 1s compnsed wittun the number of Geared Ordinary and Zero Dividend Preference
shares identified as being i1 issue i the paragraphs above

The Company may make use of short-term borrowings such as an overdraft facility for
iquidity and investment purposes but in any event borrowings will not exceed, at any one
time, 25 per cent of Total Assets without Shareholder approval by ordinary resolution As at
31 October 2011 the Company had no drawn down bank borrowings

The Company has a planned ife untt 31 October 2014, on which date the Directors are
required to convene an Extracrdinary General Meeting and propose a resolution requinng the
Company to be wound up voluntarily unless the Directors have previously been released from
that obligation by the Company’s shareholders

The imited Iife of the Company 1s designed to ensure that all shareholders can reahse the
underlying Net Asset Value of their shares (after hquidation costs), irrespective of their market
pnice on the winding-up date

1"
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Hl Investments held including Contract for Differences as at 31 October 2011

31 October 31 October

2011 2010
Market Market
Value Value
Company £000 £'000
Australia (Commonwealth of) 5 57% BDS 15/05/2021 28,789 17,851
Australia (Commonwealth of) 5 5% BDS 21/04/2023 24,710 -
S&P 500 Futures December 2011** 19,415 -
Altna Group 9 95% BDS 10/11/2038 14,283 21,060
EURQO STOXX 50 Futures December 2011** 13,885 -
Barclays Bank Plc 14% — VAR Sub PERP 6,982 28,201
Newmont Mining CP 5,693 -
Jupiter Hyde Park Hedge Fund 5,630 5844
Source Physical Markets Secured Gold LKD 3,703 -
Sun Hung Kai Properties 1,297 13,393
Datawind UK* 1.194 1,194
West China Cement Ltd 1,181 -
Cheung Kong (Holdings) 780 2,856
RHotel Corporation 197 589
East European Food Fund* 123 190
Total Investments 127,862
Less Contracts for Differences {33,300}
Non-current assets per Consolidated Statement of Financial Position 94,562

*Unquocted
**Held in 2011 through denvatives — Contract for Differences

Il Cross Holdings in Other Investment Companies

It 1s the Company’s stated policy that not more than 10 per cent in aggregate, of Total Assets may be invested in other UK hsted investment
companies (including listed investment trusts) As at 31 October 2011, none of the Company's Total Assets were invested in UK listed investment
companies

12
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M Classification of Investments 25 2* 31 O~tote- 2011

Far North
2010 2011 UK East America Other Europe
% % Equities % % % % %
- 60 Basic Matenals
- 60 Mmiing 60
11 13 Telecommumcations
11 13 Mobile Telecommusucations 13
06 02 Consumer Services
06 02 Travel & Leisure 02
33 - Financials
33 — Banks \
281 13 4 Financial Services }
156 34 Real Estate 34
67 100 Equty Investment Instruments 99 01
58 - Non-equity Investment Instruments
669 791 Fixed Interest 74 152 565 -
1000 1000 Totals 89 34 212 66 4 01

13
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I Report of the Directors

The Directors present ther Annual Report and Accounts for the year
ended 31 October 2011

Business Review

Investment Objective and Benchmark

The Company carnes on business as an Investment Trust The
Company's investment objective 1s to generale absolute returns from a
portfolio compnsing predominantly equity and equity related secunties
in both UK companies and non-UK comparmes The Company aims to
provide Geared Ordmary shareholders with capital growth, with mncome
as a secondary objective, and to provide Zero Dividend Preference
Shareholders with a predetermined fina! capital enttlerment on the
planned winding-up date

While the Company's objective i1s to generate absolute returns, the
performance of the Company will also be measured against LIBOR

As at the year end the Company's portfolic was predominantly invested
in Cash, Government Bonds and Fixed Interest Secuntes Please see
the Manager's Review on page @ for further information

Management

The Company has no employees and most of its day-to-day
responsibiities are delegated to Jupiter Asset Management Limited,
who act as the Company’s Investment Manager and Company
Secretary Further details of the Company’s arrangement with Jupiter
Asset Management Limuted can be found in Note 21 to the accounts
on page 50

Investment Policy, Approach and Activities
The mvestment policy of the Company s shown on pages 2 and 3

The Company currently manages its affairs so as to be a fully qualifying
mvestment trust under the Individual Savings Account (ISA) rules As a
result, under current UK legisiation, the Geared Ordinary shares qualify
for investment via the stocks and shares component of an ISA up to
the full annual subscnption Iimit, currently £10,680 It is the present
intention that the Company will conduct its affairs so as to continue to
qualify for ISA products

Geanng

Geanng is defined as the ratio of a Company’s Total Assets to its net
assets, expressed as a percentage The effect of geanng s thatin nsing
markets, the Company tends to benefit from any outperformance of the
Company’s investment portfolio above the cost of payment of the prior
ranking enttlements of any lenders and other creditors Conversely, in
falling markets the value of the geared shares class suffers more If the
Company's investment portfolio underperforms the cost of those prior
entitlements

The Company has access to an uncommitted overdraft facility with the
Royal Bank of Scotland PLC for short-term liquidity purposes

The Directors consider it a prorty that the Company's level of geanng
should be mantaned at appropnate levets with sufficient flexibility to
enable the Company to adapt at short notice to changes in market
conditions

Discount to Net Asset Value

The Directors review the level of the discount between the middle
market pnce of the Company's Geared Ordinary shares and Zero
Dmwidend Preference shares and their respective Net Asset Values on
a regular basis

The Directors have powers granied to them at the last annual general
meeting to purchase Geared Ordinary shares and hold them in
treasury as a method of controlling the discount to Net Asset Value and
enhancing shareholder value The Directors did not feel it necessary to
make use of this facility dunng the year under review

Denvative Transactions
Details of the Group's dertvative transactions are set out In Note 16 to
the accounts on pages 41 to 47

The Company uses Contracts for Difference, shorts on equities, bond
and mdex futures as a means of enhancing the Company's return A hst
of the long contracts for difference can be found on page 12

Review of the Year

As mentioned n the Manager's Review and Chairman's Statement,
your Company's performance compared favourably to #s Benchmark
dunng the year under review

Dunng the financial year to 31 October 2011 the Company’s Total
Assets increased by 09 per cent compared to the 3 month sterling
LIBOR (which 1s the Company’s Benchmark Index adopted on
3 November 2009) which increased from 0 741 to 0 98669 dunng the
year to 31 October 2011

A more detailed review of your Company’s performance over the past
financial year can be found on pages 8 and 9 under the headings
‘Chairman’s Statement’ and ‘Manager's Review’

Annual information Update

As required under the Listing Rules an annual information update will
be released via a regulatory announcement provider within 20 working
days of the date of this report

Risks and Uncertainties

The pnncipal nsk factors that may affect the Company and its business
can be divided into the following areas

Investment Strategy and Share Price Movement — The Company is
exposed 1o the effect of vanations in the price of its investments A fall
In the value of its portfolio will have an adverse effect on shareholders’
funds It 1s not the am of the Board to eliminate entirely the nsk of
capital loss, rather it 1s its aim to seek capital growth The Board reviews
the Company s investment strategy and the nsk of adverse share pnce
movements at ts quarterly board meetings taking inte account the
economic cimate, market conditions and other factors that may have
an effect on the sectors in which the Company invests

Foreign Currency Movements — The Company has exposure to
foreign currency through its overseas investments The Board considers
carefully factors which may affect the foreign currency in which the
Company has an exposure at its quarterly board meetings and takes
into account the economic and political chmate of vanous regions and
the prospects for sterfing

Interest Rates — The Company has exposure to cash which generates
interest through interest beanng accounts The Board 1s mundful of
interest rates when reviewing the Company’'s portfolio at its quarterly
board meeting

Dervatives — The Company invests in dervatives Denvatives are
a nskier investment from equities as they can exaggerate the return
that can be achieved from investing in equities The board reviews the
Company's exposure 1o denvatives at its quarterly board meetings

14
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B Report of the Directors ontover

Liquidity Risk — This nsk can be viewed as the hquidity ¢f the secunties
in which the Company invests and the hquidity of the Company's
shares The Company may invest in secunties that have a very imited
market which will affect the ability of the Company's fund manager to
dispose of secunties when he no longer feels they offer the potential for
future returns Likewise the Company's shares may expenence hiquidity
problems when shareholders are unable to realise their investment in
the Company because there 15 a lack of demand for the Company’s
shares At its quarterty meetings the Board considers the current
liquidity in the Company's investments when setting restnctions on the
Company's exposure The Board also reviews, on a quarterly basis, the
Company's buy back programme and in doing so it is mindful of the
liguidity in the Company's shares

Geanng Risk - The Company’s geanng {which includes the Company's
Zero Dwidend Preference shares) can impact the Company's
performance by accelerating the decline in value of the Company's
Total Assets at a hme when the Company's portfolio 15 declining

Conversely geanng can have the effect of accelerating the increase in
the value of the Company's Tota! Assets at a ime when the Company's
portfolio s nsing At its quarterly meetings the Board was mindful of
the outlook for equity markets when reviewing the Company's geanng

Discount to Net Asset Value — A discount in the pnce at which
the Company’s shares trade to Net Asset Value weculd mean that
shareholders would be unable to realise the true underiying vatue of
therr investment The Directors have powers grantad to them at the last
annual general rmeeting to purchase Geared Ordinary shares and Zero
Dividend Preference shares as a method of controling the discount to
Net Asset Value and enhancing shareholder value

Regulatory Risk - The Company operates in a complex regulatory
environment and faces a number of regulatory nsks A breach of section
1158 of the Corporation Tax Act 2010 could resultin the Company being
subject to capitat gains on portfolic movements Breaches of other
regutations such as the UKLA hsting rules, could lead to a number of
detnmental outcomes and reputational damage Breaches of controls
by service providers such as the Investment Manager could also lead
to reputational damage or loss The Board monitors regulatory nsks at
its quarterly board meetings

Credit and Counterparty Risk — The falure of the counterparty
to a transaction to discharge s obligatons under that transaction
could result in the Company sufferng a loss Further details of the
management of this sk can be found in note 16(g) on page 44

Loss of Key Personnet — The day-to-day management of the Company
has been delegated to the Investment Manager The person at Jupiter
Asset Management Limited who manages the assets of the Company
on a daly basis 15 Mr P K C Gibbs Loss of the Investment Manager's
koy staff members could affect investment return The tnvestment
Manager develops its recruitment and remuneration packages in order
to retain key staff, has training and development programmes in place
and undertakes succession planning

Operational — falure of the Investment Manager's core accounting
systems, or a disastrous disruption to its business, could lead to an
mabiity to provide accurate reporting and monitonng The Investment
Manager is contractually obiiged to ensure thatits conduct of business
conforms to apphicable laws and regulations The Investment Manager
has confirmed to the Board that reliable back-up systems are in place

Fmmancial - nadequate financial controls could result
misappropnation of assets, loss of income and debtor receipts and

naccurate reporting of Net Asset Value per share The Board annually
reviews the Investment Manager's statements on its internal controls
and procedures

Key Performance Indicators

At its quarterly Board meetings the Directors consider a number
of performance mndicators to help assess the Company’s success
in achieving 1ts objectives The key performance indicators used to
measure the performance of the Company over time are as follows

= Net Asset Value changes over time

* Geared Ordinary and Zero Dwidend Preference share pnce
movemenis

= A companson of the Geared Ordinary share pnce and Net Asset
Value to the Benchmark

+  Discount over varying penods
+  Peer Group comparative performance

+ Funds infoutflows of the retall investment wrapper products
managed by the Investment Manager

A history of the Net Asset Value Geared Ordinary share pnce and
benchmark are shown on the monthly factsheets which can be viewed
on the Investment Manager's website www jupiteronline couk and
which are avaitable on request from the Company Secretary In additon
the Company's Financial Highkghts can be seen on page 7

Business and Status

Dunng the year the Company carned on business as an mnvestment
trust The Company 1s an investment Company within the meaning of
Section 833 of the Companes Act 2006

The Company 1s not a close company within the meaning of the
provisions of the Corporation Tax Act 2010 and has no employees

HM Revenue & Customs ('HMRC’) has approved the Company as an
investment trust for the purposes of Section 1158 of the Corporation
Tax Act 2010 for the year ended 31 October 2010 In the opinion of the
Directors the Company has subsequently conducted its affarrs so as
to enable 1t to maintain such approval It 1s the Company's intention to
continue to seek authonsation under Sectron 1158 of Corporation Tax
Act 2010 ('CTA)) for the year ended 31 October 2011

Where a Company has spectically applied for 1 HMRC will grant
investment trust status Such approval will not preciude HMRC from
opening a subsequent enquiry into the Company's tax return The
Company will be exempt from tax on capital gains on disposal of s
investments for each accounting penod for which approval 1s granted

The Company was incorporated in the United Kingdom on 17 August
2004 and started trading on 1 November 2004, immediately following
the Company's launch

The Company has a wholly owned subsidhary, JSST Secunties Limited
which 1s an investment dealing Company

Reviews of the Company's actvifies are included in the Chairman’s
Statement and Manager's Review on pages 8 and 9
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Results and Dividends

Results and reserve movements for the year are seot out in the
Consoldated Statement of Comprehensive Income, the Consolidated
Statement of Changes in Equity, the Consolidated Staternent of
Financial Position and the Notes to the Accounts

On 19 December 2011 the Company announced the payment of an
Intenm dwidend of 09p (net) per Geared Ordinary share (and the
Geared Ordinary shares held within the Packaged Units) which will be
paid on 31 January 2012 to those sharehclders who appear on the
register on 6 January 2012

Directors and Directors’ interests

Capital Gains Tax Information

The pnces of Geared Growth shares and the Zero Dividend Preference
shares on the first date of dealing for Capital Gains Tax purposes
were 39p and 60p respectively The pnces of Geared QOrdinary shares
and the Zero Dwidend Preference shares on the first date of dealing
foilowing the reconstruction (3 November 2009) for Capital Gains Tax
purposes were 40p and 30p respectively

The Directors who held office at the end of the year and their beneficial interests in the Geared Ordinary shares and Zero Dwidend Preference

shares of the Company are shown below

G A Campbell

H D Hifl

The Rt Hon Lord Lamont

R N G Pavry (appowited 7 March 2011)

Since 31 Qctober 2011 the Company has been advised of the following sales

H D Hill

No Director has a contract of service with the Company

The Drirectors’ interests in contractual arrangements with the Company
are as detailed in Note 21 to the Accounts Subject to these exceptions,
no Director was a party to or had any interest in any contract or
arrangement with the Company at any tme durng the year or
subsequently

Mr R N G Pavry., being an employee of Jupiter Asset Management
Limited, the Company’s Investment Manager, 1s subject to annual
re-election at each Annual General Meeting of the Company
Mr G A Campbell will be retinng by rotation 1n accordance with the
Company's Articles of Association and 1s seeking re-electon as a
Director

Share Capital and Rights attaching to the Company's shares as at
31 October 2011

As at 31 October 2011 the Company’s 1ssued share capital consists of
two classes of shares, 432,723,586 Zero Dwidend Preference shares
and 216,361,793 Geared Ordinary shares which are fully paid up

Share Class

Zaro Dividend Preference

31 October 2011

Zero
Geared Dividend
Ordinary Preference Packaged
shares shares Units
1,901,368 668,343 -
394,451 929,259 176,122
32,263 - -
64,041 - —
Number Date Price
60,000 11 January 2012 35 38p

The total voting nghts are 649,085,379 Each of the Zero Dividend
Preference shares and Geared Ordinary shares carry one vote per
share, exercisable either on a show of hands or on a poll The notice of
general meeting specifies deadiines for exercising voting nights, either
n person or by proxy Further information is set out on pages 52 and 53

Both classes of shares are listed and traded on the London Stock
Exchange There are no restnictions on the holding or transfer of either
Zero Dvidend Preference shares or Geared Ordinary shares

Shares can alsc be traded n Packaged Units compnsing two Zero
Dwidend Preference shares and one Geared Ordinary share The
Company 1s not aware of any restnctons con the transfer of Zero
Dividend Preference shares or Geared Ordinary shares other than
any restnctions that may from time to time be imposed by laws and
regulations (for example insider trading laws)

The Company 15 not aware of any agreements between shareholders
that restnct the transfer of Zero Dividend Preference shares or Geared
Ordinary shares
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Notifiable Interests in the Company's Voting Rights

As at 31 October 2011, the following had declared a notfiable interest in the Company's voting nghts

Number of % of Voting

Voting Shares Rights

Jupiter Asset Management Limited Geared Ordinary 107,784,130 1866
Zero Dividend Preference 4,622,020 07

Packaged Units 4,532,379 07

Total 116,809,000 18 01

Rensburg Sheppards Investment Management Limited Geared Ordinary 3,357,930 0s
Zerc Dividend Preference 48,052,044 74

Packaged Units - -

Total 51,409,974 79

Investec Wealth & Investment Limited Geared Ordinary 1,825 209 03
Zero Dwidend Preference 42,771,983 66

Packaged Units - -

Total 44,597,192 69

The rules concerning the appointment and replacement of Directors,
amendment of the Articles of Association and powers to 1ssue or buy
back the Company's shares are contained in the Articles of Association
of the Cempany and the Companies Act 2006

There are no restnctions concerning the transfer of secunties in the
Company, no special nghts with regard to control attached to securities,
no agreements between holders of secunties regarding therr transfer
known to the Company, no agreements which the Company 1s party
to that affect its control following a takecver bid, and no agreements
between the Company and its Directors concerning compensation for
foss of office

As the Company does not have any employees 1t also does not have an
employee share scheme

The Power of Directors

The Articies of Association require that cne third of the Directors retire
by rotatien at each Annual Generalt Meeting (‘AGM') and put themselves
forward for re-elechon via an Ordinary resolution Shareholders
can remove a Director by Ordinary resolution at a Generai Meeting
Directors are elected at General Meetings by Ordinary resotution

Amendment to the Articles of Association and powers to 1ssue or buy
tack the Company's shares require a special resolution to be passed
by combined shareholders at a General Meeting The rules governing
the Directors’ powers to buy back shares of retssue shares are detailed
on pages 20 and 21 under the heading "Special Business at the Annual
General Meeting”

Statement of Corporate Governance

Application of the UK Corporate Governance Code and the codes
of other corporate bodies

This statement, together with the Statement of Directors’
Responsibiities on page 24, indicates how the pnnciples of the UK
Corporate Governance Code (the ‘Code’} 1ssued i May 2010 and the
AlIC's Code of Corporate Governance (the ‘AlC Code’) 1ssued by the
Association of Investment Companies in October 2010, have been
applied to the affairs of the Company The Financial Reporting Council

has confirmed that investment companies which report against the
AIC Code and which follow the AIC Corporate Governance Guide will
meet therr obhigations in relation to the Code and paragraph 9 8 6 of
the Listing Rules

Comphance with the UK Corporate Governance Code (the
‘Code’)

The Board believes that subject to the appointment of a senior
independent director (A 12} the Company has complied with the
provisions set out in secton 1 of the Code and with the Turnbull
guwdance on internal controls throughout the penod

The Board

As at 31 October 2011 the Board of Directors compnsed four
non-executive Directors of whom three are independent of the
Investment Manager Mr G A Campbell s the Chairman The Company
has no executive Directors and no employees The structure of the
Board 15 such that it 15 considered unnecessary to Wentify a senior
independent Director othes than the Chairman Directors will be subject
to electon by shareholders at the Annual General Mesting following
their appointment and thereafter at least at every third subsequent
Annual Genera! Meeting with the exception of Mr R N G Pavry who,
as an employee of Jupiter Asset Management Limited, the Company’s
Investment Manager, 1s considered to be a non-independent director
and 1s subject to annual re-election The Board does not consider it
appropriate that Directors should be appointed for a specific term

Although no formal traming in Corporate Governance 1s given to
Drrectors, the Directors are kept up-to-date on Corporate Governance
1ssues through bulletins and training matenals prowvided from time to
time by the Company Secretary The Board may obtain training in
Corporate Governance on an indwviduail basis

The Board receves monthly reports and meets at least quarterly to
review the overall business of the Company and to consider matters
specifically reserved for its review Atthese meetings the Board momitors
the investment performance of the Company The Directors also review
the Company's actvities every quarter fo ensure that it adheres to its
investment policy or, f appropnate, {6 make any changes to that pohcy
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Additional ad hoc reports are recerved as required and Directors have
access at all imes to the advice and services of the Company Secretary,
who I1s responsibie for ensunng that Board procedures are followed and
that applicable rules and regulztions are complied with The Board has
adopted a schedule of items specifically reserved for its decision

A procedure has been adopted for the Directors, in the furtherance of
their duties, to take mdependent professional advice at the expense of
the Company

Directors’ Performance Evaluation

The Board has established a process for the evaluation of its own
performance and that of indwvidual Directors and the effectiveness of
the Board Committees The Nominaton Committee undertake on an
annugl basis a verba! assessment of the effectiveness of the Board
as a whole particularly in relation to its oversight and monitonng of the
performance of the Investment Manager and other key service providers
The Board will also evaluate and confirm the effectiveness of any of
the Directors who may be proposed for the re-election at an Annual
General Meeting of the Company Direclors are encouraged to discuss
with the Chairman any concerns they may have regarding the funcioning
of the Board or the performance of other Directors If any Director had
concerns they wished to raise about the performance of the Charman
they would discuss it with the Charman of the Audit Commitiee i the
first nstance An evaluation of the effectiveness of the Board and the
Investment Manager is carned out by the mdependent Directors after
the Audit Commuttee meeting each year and the independent Directors
are satisfied that the Board members had sufficient expertence and
knowledge of the Company’s business to effectively perform therr duties
Mr G A Campbell 1s being proposed for re-election and MrR N G Pavry 1s
being proposed for election at the forthcoming Annual General Meeting
Messrs Campbeltl and Pawrys’ details are set out on page 6 and the
Board are pleased to confirm that they continue to perform effectively
and demonstrate commitment to their roles and therefore the Board
recommends their re-election or election

Directors’ Remuneration

No Director has a service contract with the Company and details of the
Directors' fees are shown on page 22

Directors’ Attendance

There were four scheduled Board meetings held dunng the penod all
of which were attended by all of the Directors All of the independent
Directors attended the audit cormmittee meeting on 10 January 2011

All of the Directors attended the Annual Genera! Meeting held on
7 March 2011

Chairman’s Commitments

The Charman's external commitments are as detailled in his biography
set out on page 6

Shareholder Relations

All shareholders have the opportunity to attend and vote at the Annual
General Meeting dunng which the Directors and Investment Manager
will be available fo answer questions regarding the Company The Notice
of Meeting sets out the busmess of the Annual General Meeting and
any item not of an entirely routine nature 1s explained in the Directors’
Report or Notes accompanying the Notice Separate resolutions are
proposed for each substantive issue Information about proxy votes
held 1s available to shareholders attending the Annual General Meeting
The Company reports to shareholders four times a year by way of the
Intenm Report and Annual Report and Accounts and two quarterly
interrm management statements In addition, Net Asset Values are
published on a weekly basts and factsheets are published monthly on
the Investment Manager’'s website www jupiteronline co uk

The Board has developed the following procedure for ensunng that
each Director develops an understanding of the views of shareholders
Regular contact with major shareholders s undertaken by the
Company's corporate brokers and the corporate finance executive of the
Investment Manager Any i1ssues raised by major shareholders are then
reported t{o the Board The Board also recewves details of all matenal
correspondence with shareholders and the Charman and indwicual
Directors are willing to meet shareholders to discuss any particular
items of concern regarding the performance of the Company The
Chairman, Directors and representatives of the Investment Manager
are also avallable to answer any questions which may be raised by a
shareholder at the Company’s Annual General Meeting

Stewardship Code and the Exercise of voting powers

Your Company's Investment Manager, Jupiter Assel Management
Limited, 1s responsible for voting the shares it holds on the Company's
behalf Jupiter Asset Management Limited supports the introduction
of the FRC Stewardship Code, which sets out the responsibiliies of
institutional shareholders in respect of investee compares Under the
code managers should

+ pubkcly disclose their policy on how they wili discharge their
stewardship responsibiities to their clients,

« disclose their policy on managing conflicts of interest,

+  monitor therr investee companies,

« establish clear guidelines an how they escalate engagement,

= be wiling to act collectively with other investors where appropnate,

+ have a clear pohcy on proxy voting and disclose their votng record,
and

+ report to chents

The details of Jupiter Asset Management Limited’s approach to the
UK Stewardship Code can be found at the following link hitp /Awww
investorsjupiteronline co ukinv_relations/corporate_infermation/UK_
Stewardship_Code aspx

The Board and your Company's Investment Manager believe that
shareholders have a wvital role in encouraging a higher level of
corporate performance and therefore adopt a positive approach
to corporate governance The Investment Manager follows the UK
Corporate Governance Code as its standard approach to corporate
governance voting for UK histed companies As a feng-term participant
n the socially responsible mvestment ('SRI') imndustry, the Investment
Manager believes that corporate governance should be extended to
mclude environmental, social and ethical issues and is able to seek
speciahst advice from Jupiter's SRI and Governance Team who offer a
programme of constructive dialogue and engagement with companies
in which your Company has invested

In hne with the Institutronal Shareholders’ Committee's Statement
of Pnnciples - The responsibiities of Institubional Shareholders and
Agents —the Board and the Investment Manager believe that institutionat
investors should exercise thewr corperate governance nghts including
voting at general meetings In deciding how to vote the Investment
Manager subscribes to a number of leading providers of corporate
governance research (NAPF and AB!) in addition to applying its own
policy All contentious issues are identfied and, where necessary (and
where timescales permit) have been discussed with compames and
corporate governance providers The Investment Manager ensures that
its policy 1s voted in practice and timely voting decisions made
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From tme to time resolutions wilf be brought to Annual General
Meetings by third parties encouraging companies to address specific
environmental andfor socta! concerns In such instances, the Jupster
SR and Governance Team will discuss therr views with the Portiolho
Manager and the company if appropnate The Investment Manager will
then vote for what it considers to be in the best financial interests of
shareholders, whilst having regard for any specific environmental and/
or social concerns unless otherwise directed

Bnbery Prevention Policy

The prowision of bnbes of any nature to third parties in order to gain a
commerciaf advantage 1s prohibited and 1s 2 cnminal offence The Board
take their responsibility to prevent bnbery by Jupiter Asset Management
Limited on its behalf very senously To aid the prevenhon of brbery
being committed for the benefit of the Company the Company’s
Investment Manager, Jupiter Asset Management Limited, have adopted
a Bnbery Prevention Policy

Internal Controi

The Board s responsible for establishing and maintaining the Company’s
system of mternal control and reviewing its effectiveness Internal
control systems are designed to meet the particular requirements of
the Company and to manage rather than ehminate the nsks of faifure
to achieve its objectives The systems by ther very nature can provide
reasonable but not absolute assurance aganst maternal misstatement
or loss There 15 an ongoing process which accords with the Turnbull
guidance on internal controls for identifying, evaluating and managing
nsks signficant to the Company The Board has reviewed the
effectiveness of the Company’s internal control systems including the
financial, operational and compliance controls and nsk management
These systems have been in place for the penod under review and to
the date of sigring the accounts

The Company receives services from Jupiter Asset Management
Limited and Jupiter Adminustration Services Limited (the ‘Administrator')
relating to iis investment management and administraton activities
Documented contractual arrangements are in place with Jupiter Asset
Management Limited and Jupiter Administraton Services Limited
which define the areas where the Company has delegated authonty to
them The Directors have considered the report on the internal control
objectives and procedures of Jupiter Asset Management Limited and
Jupiter Administration Services Limited together with the opimion of the
service audrtor for that report That report details the measures and
the testing of the measures which are in place to ensure the proper
recording, valuation, physical secunty and protection from theft of
the Company's investments and assets and the controls which have
been estabiished to ensure complance with all regulatory, statutory
and fiscal obhigations of the Company The Directors have also had
regard to the procedures for safeguarding the integnty of the computer
systems operated by the Investment Manager and the key business
disaster recovery plans By way of the procedures descnbed above
the Board reviews the procedures in place to manage the nsks to the
Company on an annual basis

Board Committees

Audit Committee

The Board has established and approved the terms of reference
(which are available on the Company's website) of an Audit
Committee of the three independent non-executive Directors which
meets to consider the financial reporting by the Company, the internal
controls and relations with the Company's external auditors In
addihion, it reviews the independence and objectvity of the auditors
The Board considers Ernst & Young LLP, to be independent of the
Company Mr H D Hillis Chawman of the Audit Committee

The Board, having reviewed the effectiveness of the internal control
systems of the investment Manager and Admunistrator, and having
regard to the role of its external auditors, does not consider that there
15 a need for the Company to establish its own internal audit function

The Audit Commitiee met formally to recerve and consider the report
of the Company's auditors and to approve the Company's Annual
Report and Accounts to 31 October 2011 The Board as a whole gave
consideration to the audit plan of the year and the Intenm Report of
the Company at the appropniate time The Committee 1s authonsed by
the Board to obtain, at the Company’s expense, outside legal or other
professional adwvice on any matters within its Terms of Reference The
Committee did not seek external advice dunng the year under review

Nomination Committee

Appointments to the Board of Directors are considered by the
Nomination Committee which compnses the entire Board other than
Mr R N G Pavry The Chairman 1s Mr H D Hill The Terms of Reference
of the Committee are disclosed on the Company's website and
further copies are available on request from the Company Secretary
The funchon of this Committee 1s to evaluate the appointment of
additional or replacement Directors against the requirements of the
Company's business and the need to have a balanced Board The
Nominaton Committee considers job specifications and assesses
whether candidates have the necessary skills and tme avalable to
devote to the Company's business New Directors will be subject to
election by shareholders at the Annual General Meeting following their
appomntrment and thereafter at least at every third subsequent Annual
General Meeting The Nomination Committee met once dunng the year
to give consideration to the performance of those Board members
seeking re-election and to the performance of the Board as a whole
Consideration was also given to the performance and admimistration of
the Company by the portfolio manager All of the iIndependent Directors
attended this meeting The Committee 1s authonsed by the Board to
obtam, at the Company’s expense, outside legal or professional advice
on any matters within is Terms of Reference The Committee did not
seek external advice dunng the year under review

Conflicts of Interest Committee

The Articles of Association have been amended to permit the Board to
censider and, f thought fit, to authonse situations where a Director has
a conflict, or potentia! conflict, of interest in relation to the Company
Conflicts of interest cannot be ratified by the Directors at their guarterly
board meetings The Board has established a Conflicts of Interest
Committee, made up of all independent Directors who themselves are
not party to the conflict under review The Committee’s purpose s to
authonse, f thought fit, and to formally approve a Director’s conflict
of interest The members of the Committee are required to act in the
way they consider would be most likely to promote the success of the
Company The Committee members may impose limits or conditions
when gnng authonsation or subsequently If they think this appropnate
In addition, the Board 1s given the opportunity at each board meetng to
disclose any conflict of interest that may have ansen since the Board
last met The Terms of Reference of the Committee are disclosed on
the Company’s website and further copies are available on request from
the Company Secretary The Committee 1s authonsed by the Beard to
obtan, at the Company's expense, outside legal or other professional
advice on any matters within its Terms of Reference The Committee
did not seek external advice dunng the year under review

Remuneration Committee

The remuneration of the Board is considered by the Remuneration
Committee which compnses the entire Board other than Mr R N G
Pavry Mr H D Hill 1s the Chairman The Terms of Reference of the
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Committee are disclosed on the Company’s website and further copies
are available on request from the Company Secretary The function of
this Committee 1s to determine the remuneration of the Board and in
dong so the Committee takes :nto consideration the remuneration of
stmilar board's of other investment compantes of a similar size to that
of the Company’s The Commuttee 1s authonsed by the Board to obtain,
at the Company’s expense, outside legal or other professional advice
on any matters within its Terms of Reference The Committee did not
seek external advice dunng the year under review

Going Concern

The Company's business activites, capital structure and borrowing
facilities, together with the factors likely to affect its future development,
performance and position are set cut in the Managers’ Review on
page 9 and the Report of Directors on pages 14 to 21 In addition,
Note 16 to the financial statements includes the Company's objectives,
pohcies and processes for managing its capital, its financial nsk
management objectives, details of its financial instruments, and its
exposures to credit nsk and hquidity risk

The Company's assets consist mamnly of secunties which are readily
realisable, its ongoing expenses are low relative to its net assets and
therefore the Directors consider that the Company has appropnate
financial resources to enable it to meet ts day-to-day working capital
requirements

The Directors review a rolling 12 month forecast and the Company's list
of investments at each meeting and they consider that the Company
has adequate resources to continue in operational existence for the
foreseeable future Thus they continue to adopt the going concern
basis of accounting in prepanng the annual financial statements

Appointment of the Investment Manager

The independent Directors have reviewed the performance and terms
of appointment of Jupiter Asset Management Limited as the Company’s
Investment Manager Asummary of theterms of the appontment including
the notice of terminatton penod, annual fee and any performance fee
payment 1s set out in Note 21 of the accounts on page 50

The Directors beheve that it is in the best interests of sharenholders for
the Company to continue the appointment of the Investment Manager
on its existing terms of appointment The individual at the Investment
Manager who is responsible for the day-to-day management of the
Company's portfolio, Mr P K C Gibbs, has extensive expenence and
an exemplary record of good performance for the vanious funds under
his management

Having reviewed the Company secretanal, accounting, fund
management and other services provided by Jupiter Asset Management
Limited and having regard to the Company's investment performance
since the Company's launch in November 2004, the Directors are of the
view that the portfolio should remain under Jupiter Asset Management
Limited's stewardship for the foreseeable future They will continue to
review this appointment on at least an annual basis

Directors’ and Officers’ Liability Insurance

Dunng the perod the Company purchased and maintained hability
insurance for its Directors and officers as permitted by Section 310(3}
of the Companies Act 2006

Directors and Company Secretary Indemnification

The Company has indemnified its Directors and Company secretary
against certan cmal claims that may be brought by third parties and
associated legal costs to the extent that they are permitted by the
Companmes (Audit, Investigations and Community Enterpnse) Act 2004

Donations

No chantable or political donations were made by the Company during
the penod

Payment of Suppiliers

it s the Company's payment policy to obtain the best possible terms
for all business and therefore there is no consistent policy as to the
terms used The Company agrees with its suppliers the terms on which
business will take place, and it 1s the policy to abide by those terms
Investment purchases for future settlement are settled in accordance
with the rules and regulations of the Stock Exchange on which they
are purchased As the Company is an tnvestment trust, it does not have
any trade creditors

Auditors

The auditors, Ernst & Young LLP have indicated theirr wilbngness to
continue in office and resolutions proposing their reappointment and
authonsing the Directors to determine thewr remuneration for the
ensuing year will be submitted to the Annual General Meeting

Annual General Meeting

A resolution relating to the following items of business will be proposed
at the forthcoming Annual General Meeting

Resolution 7 — Investment Policy

The board has changed a sentence in the Company's Investment Policy
50 as to better reflect the requirements of the Listing Rules that apply
to investment compartes The sentence has been changed as follows

“The Company manages an adequate spread of investment nsk, with
ne one iInvestment making up more than 15 per cent of the Total Assets
of the Company at the tme of nvestment "

This wording will replace the following sentence in the Company's
stated Investment Policy

“The Company manages an adequate spread of investment nsk, with
no one investment making up more than 10 per cent of the Total Assets
of the Company at the ime of mvestment "

The board has been advised that the re-worded investment policy
should be put to shareholders for approval (pursuant to the Listing
Rules) prior to 1ts adoption Accordingly, the board proposes that the
investment policy should be ratified at the forthcoming Annual General
Meeting by Ordinary resolution of shareholders

Resolution 8 — Authonity to Allot Shares

The Directors may only allot shares for cash or sell shares held in
treasury (other than by way of offer to all existing sharehalders pro rata
to their shareholdings) f they are authonsed to do so by shareholders
in general meeting At a General Meeting of the Company held on
30 September 2011, the Directors were authonsed to allot up to a
maximum aggregate nominal amount of £277,112 34 {corresponding
to 21,636,179 Geared Ordinary shares and 43,272,358 Zero Dividend
Preference shares), which represents 10 per cent of the Company's
1ssued share capital This authonty will expire at the conclusion of
the next Annual General Meeting Since the authonty was granted no
shares have been 1ssued

The Directors are now seeking to renew therr authonty to allot
21,636,179 Geared Ordinary shares and 43,272,358 Zero Dividend
Preference shares with an aggregate nominal value of £277,112 34
This authonty will lapse at the conclusion of the Annual General
Meeting to be held in 2013
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The Directors believe that it would be beneficial to the Company for
them to allot a imited number of shares whenever they consider that i
would be in the best interests of the Company's existing shareholders
to do so

Any new shares issued will be in a stnct rato of two new Zero
Dividend Preference shares to every one new Geared Ordinary shares
(representing the current ratio of these Share classes in capital structure
of the Company) and will only be made on the basis of an issue pnce,
in aggregate for each package of two Zero Dividend Preference shares
and one Geared Ordinary shares 1ssued, which 1s at least equal to the
aggregate Net Asset Value of two Zero Dwvidend Preference shares
and one Geared Ordinary share

Resolution 9 — Authority to Allot Shares for Cash

The Directors may only allot shares for cash or sell shares held in
treasury (other than by way of offer to all existing shareholders pro rata
to therr shareholdings) if they are authonsed to do so by shareholders
in general meeting At a General Meeting of the Company held on
30 September 2011, the Diwrectors were authansed to allot shares for
cash up to a maximum aggregate nommal amount of £277,112 34
(corresponding to 21,636,179 Geared Ordinary shares and 43,272,358
Zero Dividend Preference shares), which represents 10 per cent of
the Company's 1ssued share capital This authonty will expire at the
conclusion of the next Annuat General Meeting Since the authonty was
granted no shares have been issued

This resolution seeks authority for the Directors to allot Ordinary shares
for cash or sell Ordinary shares held in treasury up to a nominal amount
of £277,112 34 (corresponding to 21,636,179 Geared Ordinary shares
and 43,272,358 Zero Drvidend Preference shares), without first offerng
them to existing shareholders This sum represents 10 per cent of the
current 1ssued share capital The Directors will only use this authonty
where it believes that it 1s in the best interest of the Company to 1ssue
Ordinary shares for cash or sell Ordinary shares held n ireasury
Shares will only be 1ssued at a prermum to Net Asset Value at the ime
of the 1ssue

Resolution 10 — Authority to buy back shares

Resolution 10 seeks shareholder approval for the Company to provide
the power to purchase its own Geared Ordinary and Zero Dwidend
Preference shares The Board believes that the abilty of the Company
te purchase its own shares n the market will potentially benefit all
shareholders of the Company The purchase of shares at a discount to
the underlying Net Asset Value would enhance the Net Asset Value on
the remaintng shares

Any purchase of shares by the Company will be n accordance with
the Artictes and the Listng Rules in force at the tme FPurchases of
shares will only be made through the market at a combined pnce (1 e
the aggregate of the pnce paid for all classes of shares repurchased)
that 1s below the prevailing combined Net Asset Value of such shares
and otherwise in accordance with guidelines established from time to
tme by the Board Shareholders should note however that, subject to
the following restnctions, the pnce paid for Zero Dividend Preference
shares may be equal to or higher than their Net Asset Value per share
provided that the pnce paid for all classes of share considered by the
Directors to have been repurchased at the same tme represents a
discount to the combined Net Asset Value of such shares

The decision as to whether the Company purchases any such shares
will be at the discretion of the Directors Purchases of Shares will be
made within the maximum price permitted by the UK Listing Authonty,
and in any event

No purchase of Geared Ordinary shares will be made ata pnce inexcess
of the Net Asset Value of a Geared Ordinary share {as deterrmined by
the Directors on a date falling not more than 10 days before the date
of purchase), and no purchase of Zero Dividend Preference shares wall
be made at a price in excess of their accrued capital enttlement (at a
date determuned by the Directors falling not more than 10 days before
the date of purchase) unless the Directors determine that a purchase
at a higher price 1s in the best interests of shareholders

The Board ts not obliged to make any purchases of Geared Ordinary
shares and Zero Dividend Preference shares in the same proportons
as currenlly exists However, no shares will be repurchased if, as a
result, the Cover on the Zero Dvidend Preference shares would fall
below 1 10 {or, if it 1s already below 1 10, would thereby decrease)

The Company 1s seeking shareholder approval to repurchase up to
32,432,632 Geared Ordinary shares, and 64,865,265 Zero Dividend
Preference shares representing 14 99 per cent of the Company's
1ssued share capital in each class (the maximum permitted under the
Listing Rules) at a pnce that i1s not less than 0 5719164 1p per share for
the Geared Ordinary shares and 0 35443291p per share for the Zero
Dividend Preference shares (the nominal value of each class of share)
and in the case of Geared Ordinary shares not more than 5 per cent
above the average of the middle market quotations for the five business
days preceding the day of purchase This restrichon does not apply to
Zero Divdend Preference shares The authonty being sought will last
unti! the date of the next Annual General Meeting The decision as o
whether to repurchase any shares will be at the absolute discretion of
the Board Shares repurchased under this authonty will be cancelled
The Company will only fund any purchases by utiising existing cash
resources or loan facilites or by the proceeds of a fresh issue of shares
made for the purpose of the repurchase or out of distnbutable profits as
defined by the Companies Act including the Court sanctioned special
reserve from the canceliation of the share premum account ansing
from the 1ssue of the Company's shares at launch

Resolution 11 — Notice of General Meetings

Resclution 11 s required to reflect the Shareholders’ Rights Directive
{the 'Dwrective’y The Directive has increased the notice penod for
General Meetings of the Company to 21 days If Resolution 7 1s passed
the Company will be able to call all General Meetings, (other than
Annual General Meetings), on 14 clear days’ notice In order to be able
to do so shareholders must have approved the calling of meetings on 14
clear days’ notice Resolutton 7 seeks such approval The approval will
be effective until the Company's next Annual General Meeting, when
1t 1s mtended that a similar resolution will be proposed The Company
will also need to meet the requirements for efectronic voting under the
Directive before it can call a General Meeting on 14 clear days’ notice
The board will only use the shorter notice penod where it 1s mented by
the purpose of the meeting

Jupsiter Investment Companies Savings Scheme and ISA
holders

Investors in the Jupiter Investment Companies Savings Scheme or
ISA will find on page 57 a Form of Direction which they are asked to
complete and return so as to be receved by Jupiter as soon as possible
and, in any event, no later than 12 noon on 20 March 2012 at the
address noted on the form

By Order of the Board

Jupiter Asset Management Limited
Secretanes

17 February 2012

Fridonleietd

MANAGEMENT LIMITED
Secretyes
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The Board has prepared this report, in accordance with the requirements
of Section 420 to the Companies Act 2006 An ordinary resolution for
the approval of this report will be put to members at the forthcoming
Annuat General Meeting

The law requires the Company's auditors to audit certain of the
disclosures provided Where disclosures have been audited, they are
indicated as such The auditors’ opinion 1s included in their report on
page 25

Directors’ Fees

The Drirectors of Jupiter Second Split Trust PLC are non-executve and
by way of remuneration recerve only an annual fee, which in the case
of the Chairman was increased to £26,250, and in the case of each
of the other Directors was increased to £21,000 from 1 June 2011
The fee 1s payable quarterly The Company does not award any other
remuneration or benefits to the Chairman or Directors There are no
bonus schemes, pension schemes, share option or long-term incentive
schemes in place for the Directors

Directors’ Service Contracts

Drrecters do not have any service contracts which specify any penod of
notice of termination Accordingly, the Directors are not entitied to any

Director

G A Campbell
R N G Pavry
H D Hill

compensation in the event of termination of their appointment or loss
of office, other than the payment of any outstanding fees

The Board does not consider it appropnate that Directors should be
appointed for a specific term However, each director ss subject to
slection by shareholders at least at every third Annual General Meeting
with the exception of Mr R N G Pavry who, as a non-independent
director;, 1s subject fo annual re-election Any new Directors apponted
would be subject to election by shareholders at the next Annual General
Meeting following their appointment

The terms and conditions of Directors’ appomntments are set out in
formal letters of appointment Directors are iniizlly appointed until the
following Annual General Meeting when, under the Company’s Articles
of Association, it 15 required that they be elected by shareholders
Thereafter, a Director's appointment will run for a three year term A
Director may then be invited by the Board to serve for a further three
years A Director’s continuing appomtment 1s subject to re-election
by shareholders on requirement by rotation in accordance with the
Company's Articles of Association, which require that one third of the
Board must retire by rotation each year

Date of Due date for
Appointment Re-election
31 August 2004 AGM 2012

7 March 2011 Annually
31 August 2004 AGM 2013
31 August 2004 AGM 2014

The Rt Hon Lord Lamont

Policy on Directors’ Fees

The Beard has established a Remuneration Committee (the Committee’) and any review of the Directors’ fees would be undertaken by the
Remuneration Committee and would have regard to the lavel of fees paid to Non-Executive Directors of other investment companies of equivalent
size !t s intended that the policy of rewiewing Directors’ fees by the Remuneration Committee will continue in subsequent years The Directors’
fees were last increased on 1 June 2011 The Committeg 1s authonsed by the Board to obtam, at the Company's expense, outside legal or other
professional advice on any matters within its Terms of Reference The Committee did not seek external advice dunng the year under review

Directors’ emoluments for the period (audited)

Total fees
for the year ended
31 October 2010

Total fees
for the year ended
31 October 2011

£ £
G A Campbell 25,520 25,000
P K C Gibbs* (resigned on 7 March 2011} 6,904 20,000
R N G Pavry* (appointed on 7 March 2011) 13,513 -
H D Hillr 20,416 20,000
The Rt Hon Lord Lamont 20,416 20,000
Total 86,769 85,000

*Fees paid to Jupiter Asset Management Limited
*Chairman of the Audit Committea
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Performance since launch to 31 October 2011
Effect of £100 invested at 31 October 2006 to 31 October 2011

£150
— Jupiter Second Spht Trust PLC - mid market Geared Ordinary share price tatal return
£140 —— Jupiter Second Split Trust PLC — mid market Zero Dvidend Preference share price total return
=~= Juprer Second Spit Trust PLC — mid market Unit price total return
£130- =-= Benchmark*
£120~1
£410
£100—
£90
£80—
£70-
£60 i T T T ]
Oct 06 Oct 07 Oct 08 Oct 09 Oct 10 Qct 11

*The benchmark used in the graph above 1s the composite benchmark for the panod 31 October 2006 to 31 Oclober 2009 (75% FTSE All-Share
Index, 25% FTSE Actuanes World Index source S&P Micropal rmid o mid) and for the period 31 Octfober 2009 to 31 October 2011 the Company's
naw benchmark was used (3 Month LIBOR)

The graph 15 provided 1n accordance with Section 4{1) of Part 2 of Schedule 7A of the Directors’ Remuneration Report Regulations 2002 and
shows the return on £100 invested on 31 October 2006

The benchmarks have been chosen as the most appropnate means by which to measure the Company’s performance

The above information 1s based on the FTSE All-Share Index and FTSE Actuanes World Index ‘FTSE® i1s a trede mark jointly owned by the
London Stock Exchange Plc and The Financial Times Limited and 1s used by FTSE International Lirmted (‘FTSE’) under licence The FTSE
All-Share index 1s calculated by FTSE FTSE does not sponsor, endorse or promote the product referred to i this document and is not in eny way
connected to it and does not accept any habihity i1 relation lo #s 1ssue, operation and trading All copynght and database nghis in the index vaiues
and constrtuent ist vest in FTSE

By Order of the Board

Jupiter Asset Management Limited
Secretanes

17 February 2012
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The Directors are responsible for prepanng the Annual Report and
financial staterments in accordance with applicable United Kingdom
law and those international Financia! Reporting Standards (IFRS’) as
adopted by the European Union

Under Cormpany law the Directors must not approve the Group financial
statements unless they are satisfied that they present fairly the financial
pos:tion of the Group and the financial performance and cash flows of
the Company and of the Group for that penod !n prepanng the Group
financiat statements, the Directors are required to

() select surtable accounting pohcies n accordance with IAS 8
Accounting Polictes, Changes in Accounting Estmates and Errors
and then applying them consistently,

{n) present information, including accounting pobcies, \n a manner
that provides relevant, reliable, comparable and understandable
information,

{m) provide additonal disclosures when compliance with the specific
requirements in IFRSs 1s insufficient to enable users to understand
the impact of particular transactions, other events and conditions
on the entity's financial position and financial performance,

{w) state that the Group has complied with IFRS, subject to any matenal
departures disclosed and explained in the financial statements, and

(v} make judgements and estimates that are reasonable and prudent

The Directors are responsible for keeping proper accounting records
that are sufficient to show and explain the Group's transactions and
disclose with reasonable accuracy at any time the financial posiion
of the Group and enable them to ensure that the Group financial
staternents comply with the Companies Act 2006 and Artcle 4 of the
IAS Regulation They are also respensible for safeguarding the assets
of the Group and hence for taking reascnable steps for the prevention
and detection of fraud and other wregulanties

The Directors are responsible for the maintenance and integnty of the
corporate and financial nformation included on the Company's website

The work carned out by the Auditor does not include consideration
of the maintenance and integnty of the website and accordingly the
Auditor accepts no responsibility for any changes that have occurred to
the financial statements when they are presented on the website

Visitors to the website need to be aware that legislation in the United
Kingdom governing the preparation and dissemmnation of financial
statements may differ from legistation in other junsdictions

The Dirsctors, who are listed on page 6 of this report, confirm to the
best of their knowledge that

(1 thefinancial statements, prepared in accordance with the apphcable
set of accounting standards, give a true and fair view of the assets,
liabilities, financial posiion and profit or loss of the Company, and
the conselidation taken as a whole, and

(1) the Management Report includes a fair view of the development
and performance of the business and the position of the Company
and the undertakings included in the consolidation taken as a whole,
together with a descnption of the pnncipal nsks and uncertaintes
that the Company faces

So far as each of the directors are aware at the time the report s
approved

() There ts no relevant audit information of which the Company’s
auditors are not aware, and

(n) The Directors have taken all steps that they ought to have taken to
make themselves aware of any relevant audit information and to
estabhsh that the auditors are aware of that information

By Order of the Board
G A Campbell
Chairman

17 February 2012

e
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We have audited the financial statements of Jupiter Second Split
Trust PLC for the year ended 31 October 2011 which comprise the
Consolidated Statement of Comprehensive Income, Consolidated and
Company Statement of Financial Position, Consolidated and Company
Statement of Changes in Equity, Consoldated and Company Cash
Flow Statements and the related Notes 1 to 22 The financial reporting
framework that has been applied in therr preparation 1s applicable law
and International Financial Reporting Standards (IFRSs) as adopted
by the European Unmon and, as regards the parent Company financial
statements, as applied n accordance with the provisions of the
Companies Act 2006

This report 1s made solely to the Company’s members, as a body, in
accordance with Chapter 3 of Part 16 of the Companies Act 2006
Our audit work has been undertaken so that we might state to the
Company'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 Company and the Company's members as a body, for
our audit work, for this report, or for the opintons we have formed

Respective responsibilities of directors and auditors

As explained more fully in the Directors’ Responsibilihes Statement set
out on page 24, the Directors are responsible for the preparation of
the financial statements and for being satisfied that they give a true
and fair view Our responsibility 1s to audit the financial statements
in accordance with applicable law and international Standards on
Auditing (UK and ireland)} Those standards require us to comply with
the Auditing Practices Board's (APB’s) Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves cblaining evidence about the amounts and disclosures
n the finanaial statements sufficient to give reasonable assurance that
the financial statements are free frorm rmatenal misstatement, whether
caused by fraud or error This includes an assessment of whether
the accounting policies are appropriate to the Group's and the parent
Company's crcumstances and have been consistently appled and
adequately disclosed, the reasonableness of significant accounting
estmates made by the Directors, and the overall presentation of
the financial statements In additon, we read all the financial and
non-financial information in the Report and Accounts to identify matenal
inconsistencies with the audited financial statements K we become
aware of any apparent matenal misstatements or inconsistencies we
consider the implications for our report

Opinion on financial statements
In our opimien

= the financial statements give a true and fair view of the state of the
Group's and of the parent Company’s affars as at 31 October 2011
and of the Group's net return for the year then ended,

» the Group financial statements have been properly prepared in
accordance with IFRSs as adopted by the European Union,

= the parent Company financial statements have been properly
prepared in accordance with IFRSs as adopted by the European
Union and as apphled in accordance with the provisions of the
Companies Act 2006, and

= the financial statements have been prepared in accordance with
the requirements of the Companies Act 2006 and, as regards the
Group financial statements, Article 4 of the {tAS Regulation

Opinion on other matters prescribed by the Companies
Act 2006

In our opimon

= the part of the Directors’ Remuneration Report to be audited has
been properly prepared in accordance with the Compames Act
2006, and

« the mformation given in the Directors’ Report for the financial year
for which the financial statements are prepared 1s consistent with
the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following

Under the Companies Act 2006 we are required to report to you o, in
our opinion

« adequate accounting records have not been kept by the parent
Company, or returns adequate for our audit have not been recerved
from branches not visited by us, or

+ the parent Company financial statements and the part of the
Directors’ Remuneration Report to be audited are not in agreement
with the accounting records and returns, or

« certain disclosures of Directors’ remuneration specified by law are
not made, or

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

Under the Listing Rules we are required to review
- the Directors’ statement, on page 20, in relation to going concern,

= the part of the Corporate Governance Statement relating to
the Company’'s comphance with the nine provisions of the UK
Corporate Governance Code specified for our review, and

= certain elements of the report to shareholders by the Board on
directors remuneration
¥

Amarjt Slnglgf\s‘ig-{k—/&-iu_?

(Senior Statutory Auditor)

for and on behalf of Ernst & Young LLF, Statutory Audrtor
Losidon

17 February 2012

Notes

1 The maintenance and integnty of the Company's website 1s the
responsibility of the directors, the work carned out by the auditors
does not iInvolve consideration of these matters and, accordingly,
the auditors accept no responsibility for any changes that may
have occurred to the financial statements since they were wuhally
presented on the website

2 Legslation in the United Kingdem governing the preparation and
dissermination of financial statements may differ from legislation in
other junsdicttons
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31 October 2011 31 October 2010

Revenue  Capital Revenue Capitat

Return Return Total Return Return Total

Note £'000 £°000 £'000 £'000 £'000 £°000

Loss on investments at fair value through profit or loss 2 — (2,041) (2,041) - {1,068) (1,068)
Foreign exchange gain - 3,929 3,929 1 14,182 14,183
Income from investments 3 4,010 - 4010 4,340 - 4,340
Interest 3 602 - 602 198 - 198
Dealing profit of subsidiary 3 - - - 880 - 880
Totalincome 77 asiz 1888 6500 5419 13,114 18,533
Investment management fee 4 (1655) - (1,655) (1,608) - (1.608)
Other expenses 5 (387) 17 (404) {326) - (326)
Total expenses T Tosz | an (2059 (183 - (1,932
hiet return before i';nance—t:_o_st; and taxation T ’ 2.5?0 1 35’1‘“%“&;,;4#1* o ;,E; B ‘1_3:,‘114 16601
Interest payable 8 (11) - (11) - - -
Finance costs of Zero Dividend Preference shares 6 - {9,274) (9,274) - {8,605} (8,605)
Net return before taxaton - 2,559  (7,403)  (4,884) 3,487 4509 7,996
Taxation 7 (631) 21 (610) (918) (48) (966)
Net return after taxation 1,928 {7,382) {5,454) 2,569 4,461 7,030
Return per Geared Ordinary share (pence) 9 039 (3N} (2 52) 118 207 325

The total column of this statement is the profit and loss of the Group, prepared in accordance with IFRS The supplementary revenue return and
capital return columns are both prepared under guidance produced by the Association of Investment Compames (AIC) All tems n the above
staterment denve from continuing operations No operations were acquired or discontinued in the year

The Notes on pages 33 to 50 form part of these accounts
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Il Consolidated Statement of Financial Position as at 31 October 2011

2011 2010

Note £'000 £'000

Non-current assets
Investments held at fair value through profit or loss 10 94,562 101,825
Current assets
Recevables 13 18,072 17,218
Open forward contracts 103,133 95478
Cash and cash equvalents 115,841 109,745

T T T Tereae 222441
Cr-ea;tors amoun}é %alllng due \n;:tth 0;16- ye_ar T T T 1a T _‘(1-,31-8_)‘- T E1 ,8_86)
Open forward contracts {104,230) {98,707}
Net current assets ) ) T o T T 1-31-.195 121,846
Total Assets less current liabilities o T T —222';,766_ T 2223,6_'1'1
Creditors amount féllmg due after more than one year T T, e
Zero Dividend Preference shares 16() (143,369) (134,095)
Total net assets 82,391 89,576
Caprital and reserves
Called up share capital 17 1,237 1,237
Share premium 26,321 26,321
Specal reserve 30,530 30,530
Retained earnings 18 24,303 31,488
Total equity 82,391 89,576
Net Asset Value per Geared Ordinary share (pence) 15 38 08 41 40

Approved by the Board of Directors and authonsed for issue on 17 February 2012 and signed on sts behalf by

G A Campbell
Chairman

The Notes on pages 33 to 50 form part of these accounts

Company Registratton Number - 5207714

o EE
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2011 2010
Note £'000 £'000
Non-current assets
Investments held at fair value through profit or loss 10 94,562 101,825
Current assets
Recewables i3 18,348 17,248
Open forward contracts 103,133 95,478
Cash and cash equivalents 115,841 108,745
T s - T T T ez 222471
é;e(‘llto;si a;mou‘nts—fa—l-h;lg_due_mth'l; one ye_a;' T S T T 14 _(1-,359) _(1-,355)
Open forward contracts (104,230) (98,707)
Net current assets 7 o T T T o T T 131,763 _122,47121
Total Assets less current hiabilities o ’ oot T oo e s e A722§?:25 ' ;241._235
Creditors® amount fa_ll;ng due after more than one ;ear ’ CTtTTTT T T o T T
Zero Dividend Preference shares 16(H) (143,369) (134,095)
Total net assets 82,956 90,141
Capital and reserves
Called up share capital 17 1,237 1,237
Share prermum 26,321 26,321
Special reserve 30,530 30,530
Retained earnings 18 24 868 32,053
Total equity 82,956 90,141

Approved by the Board of Directors and authonsed for issue on 17 February 2012 and signed on its behalf by

G A Campbhbell
Chairman

The Notes on pages 33 to 50 form part of these accounts

Company Registration Number — 5207714
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H Consohdated Statement of Changes in Equity for the year ended 31 October 2011

Speciaf Retained

Share Share
Capital Premium Reserve Earnings Total
For the year ended 31 October 2011 £'000 £000 £'000 £'000 £'000
31 QOctober 2010 1,237 26,324 30,530 31,488 89,576
Net return for the year - - - (5454} (5.454)
Dwdend paid - - - (1,731) {1,731)
Balance at 31 October 2011 1,237 26,321 30,530 24,303 82,391
Share Share Special Retained
Capitaf Premium Reserve Earnings Totat
For the year ended 31 October 2010 £'000 £'000 £'000 £'000 £'000
31 October 2002 883 - 32,096 24477 57,456
Net return for the year - - - 7,030 7,030
Reconstruction and New Share Issue 354 26,321 (1,5686) (19) 25,090
Balance at 31 Qctober 2010 1,237 26,321 30,530 31,488 89,576

The Notes on pages 33 to 50 form part of these accounts
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Il Company Statement of Changes in Equity for the year ended 31 October 2011

Share Share Special Retatned
Capital Premium Reserve Earnings Total
For the year ended 31 October 2011 £'000 £'000 £'000 £000 £'0D0
31 October 2010 1,237 26,321 30,530 32,053 90,141
Net return for the year - - - (5,454} (5.454)
Dmidend paid - - - (1,731} (1,731)
Balance at 31 October 2011 1,237 26,321 30,530 24,868 82,956
Share Share Special Retamed
Capital Premium Reserve Earnings Total
For the year ended 31 October 2010 £'000 £'000 £°'000 £000 £'000
31 October 2009 883 - 32,096 25,676 58,655
Net return for the year - - - 6,396 6,396
Reconstruction and New Share Issue 354 26,321 {1,566) (19) 25,080
Balance at 31 October 2010 1,237 26,321 30,530 32,053 90,141

The Notes on pages 33 to 50 form part of these accounts
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B Consolidated Cash Flow Statement *.r t~e ,2ar ended 31 October 2011

2011 2010

Note £°000 £'000
Cash flows from operating activities
Purchases of mvestments (136,180) (253,564)
Sales of investments 152,643 242,873
Reahsed gain on foreign currency 3,929 17,412
Investment income recerved 4.819 3423
Deposit interest received 599 207
Investment management fee paid {1,649) (1,46Q0)
Investment performance fee pad - (1,420}
Sales less purchases of dealing subsidiary - 240
Payments to Contract for Differences (CFD) and Futures and Options Counterparty (12,900) (9,883)
Other cash receipts - 169
Other cash expenses (361} (194)
Change n open forward currency contracts (2,132) -
Restructunng costs — {152)
Net cash mﬂowlfou—rﬁow) from operating activities before ﬁnaln-l;:e cos_ts ;nd_t;):aaon 19 T 8,768 { -2.349)
Interest pad i - (11) -
Taxation (913) {575)
ﬁel cash inﬂow!(i:uﬁow)from Aoperahng activities i - T N i f,m _(2.9-2-5)
Cash flows from financing activities
Share Issue - 101,307
Exit Shares repard - {31,961)
Issue cosis paid (17) {3.465)
Dvidend paigd (1731) -
Increase in cash 20 - 6,096 62,957
Change in cash and cash equivalents
Cash and cash equivalents at start of year 109,745 46,788
Cash and cash equivalents at end of year 20 115,841 109,745

The Notes on pages 33 to 50 form part of these accounts
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I Company Cash Flow Statement fcr the year ended 31 Oatober 2011

2011

2010

Note £'000 £'000
Cash flows from operating activities
Purchases of nvestments (136,180} (253,564)
Sales of investments 152,643 242,873
Realised gain on foreign currency 3,929 17,412
Investment income received 4,819 3,423
Deposit interest receved 598 207
Investment management fee paid (1.649) (1.460)
Investment performance fee paid - (1.420)
Other cash receipts - 140
Other cash expenses (361) (411)
Change in open forward currency contracts (2.132) -
Payments to Contract for Oifferences (CFD) and Futures and Qptions counterparty (12,900) (9,745)
Restructunng costs - (152)
Net cash inflow/{outflow) from operating actlv;tws before finance ;:c;sis and taxation 19 ) ) '5.76'8 7 (‘235;)
Interest paid o i o ) E" 1-) -
Taxation (667) (227}
Net cash inflow/{outflow} from operating activities 5-6'90 (2152;)
Cash flows from financing activities
Share Issue - 101,307
Exit Shares repaid - (31,961)
Issue costs paid (17 (3.465)
Dmidend paid (1.731) -
Payments to subsidiary (246) -
Increase in cash 20 6,096 62,957
Change in cash and cash eguivalents
Cash and cash equivalents at start of year 109,745 46,788
Cash and cash equivalents at end of year 20 115,841 109,745

The Notes on pages 33 to 50 form part of these accounts
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1 Accounting policies

A summary of the pnncipal accounting policies, all of which have been
applied consistently throughout the year, are set out below

(a) Basis of Preparation

The consolidated accounts have been prepared in accordance with
International Financial Reporting Standards (IFRS), which compnse
standards and interpretations approved by the International Accounting
Standards Board (IASB) and International Accounting Standards
Committee (lASC), as adopted by the European Unmion

Where presentatonal guidance set out in the Statement of
Recommended Practice (SORP) for investment trusts issued by
the Association of Investment Companies (AIC) in January 2009 s
consistent with the requirements of IFRS, the Directors have sought
to prepare the financial statements on a basis compliant with the
recommendations of the SORP

The Company continues to adopt the going concern basis n the
preparation of the financial statements

All values are rounded to the nearest thousand pounds (£'000) except
where indicated

The accounts are presented in pounds sterling as this 1s the functionat
currency of the Group

(b) Basis of Consolidation

The consoldated financial statements incorporate the financial
statements of the Company and the entity controlled by the Company {its
subsidiary) JSST Secunties Limited The Statement of Comprehensive
Income 1s only presented in consolidated form, as provided by Section
408 of the Companies Act 2006

The financial stalements of the subsidiary are prepared for the same
reporting year as the parent Company, using consistent accounting
policies

All ntra-Group transactions, balances, income and expenses are
ehminated on consolidation

{c) Presentation of Consolidated Statement of Comprehensive
Income

In order to better reflect the actvibies of an investment trust Company
and n accordance with guidance issued by the Assocaton of
Investment Companies, supplementary information which analyses
the Consolidated Statement of Comprehensive Income between items
of a revenue and capital nature has been presented alongside the
Consolidated Statement of Comprehensive Income In accordance with
the Company's status as a UK mvestment Company under section 833
of the Companies Act 2006, net capital returns may not be distnbuted
by way of dvidend

An analysis of retained earnings broken down into revenue tems,
which may be distnbuted as dwvidends, and capital items 1s given 1in
Note 18 on page 49 The Company's Articles prevent the distnbution
of capital profits

(d) Revenue Recognition

Dmwidends recevable from equity shares are taken te the revenue return
column of the Statement of Comprehensive Income on an ex-dividend
basis except where, in the opimon of the Directors, the dwvidend 1s
caprtal In nature in which case it 1s taken to the capital return column
income from fixed mterest debt secunties and preference shares is

recognised using the effective interest rate method Bank interest 1s
accounted for on an accruals basis All gains or losses resulting from
Contract for Differences {CFDs) are taken to capital and are shown as
part of lossfgain on Investments at fair value through profit or loss

{e) Expenses

Expenses are accounted for on an accruals basis Management fees,
admmistration and other expenses are charged fully to the revenue
column of the Consolidated Statement of Comprehensive Income
That part of any Investment Performance fee which 1s deemed by the
Directors to relate fo the capital cutperformance of the Company's
investments will be charged to capital and that part relating to revenue
outperformance will be charged to revenue Expenses which are
incidentat to the purchase or sale of an investment are charged o
capital Expenses incurred in connection with the reconstruction of the
Company were charged to capital

{f) Investments

Investments are recognised and derecognised on a trade date where
a purchase and sale of an investment 15 under contract whose terms
require delivery of the investment within the tmeframe estabhshed by
the market concerned, and are inibally measured at cost, being the
consideration given

All Investments are classified as fair value through profit or loss and
measured at far value Changes in the far value of investmenis
designated as at far value through profit or loss and gains and
losses on disposal are recognised 1n the Consclidated Statement of
Comprehensive income as ‘Gains/{lossas} on investments at fair value
through profit or loss’ The fair value of listed investments 1s based on
their quoted bid market price at the reporting date without any deduction
for esttmated future selling costs

Foreign exchange gains and losses on fair value through profit or loss
nvestments are included within the changes in the fair value of the
investments

The Company's subsidiary undertaking, JSST Secunities Limited, 1s
stated at cost of £1 In the Company’s Statement of Financial Position

{g) Finance Costs

Interest-beanng bank leans and overdrafts are recorded at the
proceeds received, net of direct issue costs Finance charges, including
premiums payable on settlement or redemption and direct 1ssue costs,
are accounted for on an accruals basis to the Consohidated Statement
of Comprehensive Income using the effective interest rate method and
are added to the carrying amount of the instrument to the extent that
they are not settied in the penod in which they anse

All borrowing costs are charged directly fo revenue and shown in the
revenue coturmn of the Consoiidated Statement of Comprehensive
Income

In accaordance with |IAS 32, the Zero Dividend Preference shares are
classed as a hability in the accounts and the finance costs are charged
to the capital column of the Consolidated Statement of Comprehensive
Income
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1 Accounting policies continued

{h) Foreign currencies

Transactions in currencies other than pounds sterling are recorded at the
rates of exchange prevailing on the dates of the transactions At each
reporting date, monetary assets and habiities that are denommnated
n foreign currencies are retranslated at the rates prevailing on the
reporting date Non-monetary assets and habilittes carned at fair value
that are denominated in foreign currencies are translated at the rates
prevailing at the date when the farr value was determined Gamns and
losses ansing on retranslation are inciuded in net profit or loss for
the penod, except for exchange differences ansing on non-monetary
assets and labiihes where the changes in farr value are recogrised
directly in equity

(1) Cash and cash equivalents

Cash comprises cash in hand and demand deposits Cash equivalents
are short-term, highly hquid investments that are readily convertible to
known amounts of cash and that are subject to insignificant nsks of
changes in value

{) Taxation

The tax expense represents the sum of the tax currently payable and
deferred tax

The tax currently payable 1s based on taxable profit for the year Taxable
profit differs from net profit as reported in the Consolidated Statement

International Accounting Standards (IAS/IFRSs)
IFRS9 Financral Investments Classification & Measurement
1AS 24 Related Party Disclosure (revised)

international Financial Reporting Interpretations Commuttee (IFRIC)

IFRIC4 Amendment Prepayments of a Mimimum Funding Requirement
IFRIC? Distnbution of non-cash assets to owners
IFRICS Extinguishing Financial Liabiliies with Equity Instruments

The Directors anticipate that the adoption of the above Standards and
interpretations in future pertods will have no matenal impact on the
financial statements of the Group The Company intends to adopt the
Standards in the reporting penod when they become effective

(I} Derivative financial instruments

The Company, in its normaf course of investing activities, may enter into
transactions in denvative financial instruments with the view to hedging
the portfolio against future market movements and conditions

The farr valye of denvative financial instruments at the reporting date
generally reflects the amount the Company would receive or pay to
terminate the contract at the reporting date Many denvative financial
Instruments are exchange traded or traded in the over-the-counter
market where fair values were readily obtainable

The Company may engage in futures and options coniracts, forward
currency and contracts for differences Such contracts involve both
market and credit nsk Risk anses from the possible mnabihty of

of Comprehensive Income because it excludes items of income or
expense that are taxable or deductible in other years and & further
excludes items that are never taxable or deductible The Group's hability
for current tax 1s calculated using tax rates that have been enacted or
substantively enacted by the Statement of Financial Position date

Deferred tax is recognised in respect of all temporary differences at the
reporting date, where transactions or events that resuft in an obligation
to pay more tax in the future or nght to pay less tax in the future have
occurred at the reporting date This Is subject to deferred tax assets
only being recogmsed if it 1s considered more likely than not that there
witi be suitable profits from which the future reversal of the temporary
differences can be deducted Deferred tax assets and liabiities are
measured at the rates applicable to the legal junsdictions in which they
anse

Investment Trusts which have approval under section 1158 of the
Corporation Tax Act 2010 are not hable for taxation on capital gains

{k} Accounting developments

The following standards, amendments and interpretations have
been published by IASB but are not yet effective for the year ended
31 October 2011

Effective date
1 January 2013
1 January 2011

Effective date
1 January 2011

1 January 2013

1 July 2010

counterparties to meet the terms of their contracts, from credit events
and movernents in fair values of underlying securties

The realised gamns/losses on contract for differences and futures
and options are included in capital on the consolidated statement of
comprehensive ncome as (loss)/gain on investments at farr value
through profit or loss

Forward currency contracis

Forward currency contracts are recorded on the trade date and valued
at the apphcable foreign exchange rates on the last business day of
the valuation penod The far value of open forward contract positions
is reflected as open forward contract on the statement of financial
position Realised gans or losses are recognised on matunty or trade
date of the contract and are inctuded in capital on the consoiidated
statement of comprehensive income as foreign exchange gain
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2 Gains on investments

2011

2010

£000 £'000
Net {foss)/gain realised on sale of invesiments (249) 9778
Loss on contracts for differences 8.211) (7,781)
Gain on Futures & Options 5,420 -
Movement in investment holding gams 999 (3,065)
Loss on investments (2,041) (1,068)
3 Income
2011 2010
Group Group
£°000 £'000
Income from investments
Dwidends from Umited Kingdom companies 39 66
Dmndends from overseas companies 220 288
Corporate Bond Income 2,742 3,529
income from government stock 1,009 457
o 4010 4340
Other income i 7 o v ’ ﬁ T
Deposit interest 602 198
Foreign exchange gamn - 1
Profit on dealings by subsidiary - 880
Total income 4,612 5,419
Total income compnses
Dwvidends 269 396
Other income 602 199
Interest 3,751 3,944
Profit on dealings by subsidrary — 880
4,612 5,419
Income from investments
Listed in the UK 1,349 1,668
Listed overseas 2,661 2,672
4,010 4,340

35




JUPITER SECOND SPUIT TRUST PLC

Annual Report and Accounts 2011

4  Investment management fees

Il Notes to the Accounts for the year ended 31 Ortaber 2011 continued

2011 2010
Group Group
£000 £'000
Investment management fee 1,655 1,606
Details of the investment management contract are given in Note 21
5 Other expenses
2011 2010
Group Group
£'000 £°000
Directors’ remuneration 87 85
Auditors’ remuneration — audit 28 28
Administration fee 20 86
Other administrative expenses 182 127
Capital Expenses 17 -
404 326
6 Finance costs
2011 2010
Revenue Capital Revenue Capital
Return Return Total Return Return Total
£°000 £'000 £'000 £'000 £'000 £'000
(a) Finance costs attnbutable to
Zero Dividend Preference shares
Increase in entitiement - 9,274 9,274 - 8,605 8,605
(b) Interest payable 1" - 11 - - —
11 9,274 9,285 - 8,605 8,605
7  Taxation
(a) Analysis of charge in year
2011 2010
Revenue Capital Revenue Capital
Return Return Total Return Return Total
£°000 £°000 £'000 £'000 £'000 £'000
Corporation tax 624 - 624 908 - 908
Overseas {ax r - 7 10 - 10
Total current tax 631 - 631 8 - 918
Deferred tax - 21) 21 - 48 48
Total tax for year (see Note 7b) 631 (21) 610 e 48 966
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(o)

{c)

Taxation 2%

Factors affecting current tax charge for the year

The tax assessed for the penod 1s lower than the standard rate of corporation tax for a Company (26 83 per cent) The differences are
explained below

2011 2010

Group Group
£000 £°000
Net return before taxation 2,559 8,140
Corporation fax a.t_i_s Bé_pér_cgntT?&O 28 00 percent) T T 686 o 2.57§
Effocts of
Income in capital not taxable — {1,254)
Non-taxable UK dividends (10) (18}
Non-taxable Qverseas dividends (59) (81)
Overseas tax suffered 7 10
Disallowable expenses 7 4
Qffshore mcome gan recogmsed (21) 26
Total tax charge for the year 610 966

Other than the provision for deferred tax on potental capital gains ansing from any future sale of non-distnbuting offshore funds, the
Company has not provided deferred tax on any capitai gans and losses ansing on the revaluation or disposal of investments This 1s
because of the Company's intention to meet the condittons required to obtain approval as an investment trust in the foreseeable future
There 1s no unrecogrused deferred tax asset (2010 ni)

Deferred Tax Movement

2011 2010

Group Company Group Company

£'000 £'000 £'000 £'000

At the beginming of the year 158 158 110 110
Offshore Income (losses)/gains (21) (21) 48 48
At the end of the year 137 137 158 158

The deferred tax lability anses i respect of unrealised gains from non-distnbuting offshore funds
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8 Dwidends

2011 2010

£'000 £°000

Amounts recognised as distnbutions to equity holders in the period
2010 Intenm Geared Ordinary shares dividend O 8p net 1,734 -
1,731 -

Also set out below 1s the total dividend payable in respect of the financial year under review, which I1s the basis on which the requirements of
Section 1158 Corporation Tax Act 2010 are considered

2014 2010

£'000 £'000

Dividends on equity shares
2011 Intenm Geared Ordinary shares dividend 0 Sp net (2010 0 8p net) 1,947 1,731
1,947 1,731

9 Return per Geared Ordinary share

The earnings per Geared Ordmary share figure 15 based on the net loss for the year of £5,454,000 (2010 net return £7,030,000) and on
216,361,793 Geared Ordinary shares, being the weighted average of Geared Ordinary shares in 1ssue dunng the year (2010 weighted average
215,657,986)

The earnings per Geared QOrdinary share figure detailed above can be further analysed between revenue return and capital return, as below

2011 2010

£'000 £'000

Net revenue return 1,928 2,569
Net capital return {7.382) 4,461
Net total return {5,454) 7,030
Weighted average of Geared Crdinary shares in 1ssue dunng the year 216,361,793 215,657,986
- ;nc;a Pencé

Revenue earnings per Geared Ordinary share 089 118
Capital earnings per Geared Ordinary share (341) 207
Total earmings per Geared Ordinary share (2 52) 325
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10 Investments held at far value through profit or loss

2010

2011

Group and Group and

Company Company

£'000 £'000

{a} Portfolio Investments

Valuation at beginning of year 101,825 99,171
Investment holding gains at beginning of year (706) (3.771)
Cost at beginning of year o ’ - - ;161,1‘_1_5 7 5..";40-0-
Purchases at cost 136,180 247,084
Sales at cost {144,442) (241,365)
Cost at end of year ) 92.557 7 101-1 1‘ é
Investment holding gains at end of year 1,705 706
Valuation at end of year 94,562 101,825
A o _E_’O_OO‘— T £'000

Investments hsted in the UK 10,882 40,823
Investments Iisted overseas 82,363 58,447
Unhisted investments 1,317 2,555
94,562 101,825

(b) The Company's subsidiary undertaking 1s JSST Secunties Limited. a2 wholly owned investment dealing Company that 1s registered in
England and Wales JSST Secunties Limited 1s stated at cost of £1 in the Company’s Statement of Financal Posiion

11 Current asset investments

2011 2010

Group Company Group Company
£'000 £000 £°000 £'000

Fair value of investments held by JSST Secunties Limited - - - -

12 Transaction Costs

Dunng the year expenses were mcurred in acquinng or disposing of Investments classified as far value through profit or loss These have been
expensed through capital and are included within gains/(losses) on mnvestments n the Consolidated Statement of Comprehensive Income The
total costs were as follows

2011 2010

£'000 £'000

Purchases 53 215
Sales 99 229
152 444
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13 Recevables

2010

2011

Group Company Group Company
£'000 £'000 £'000 £000
Dmdends and Bond Interest recevable 1,503 1,503 2,311 2,311
Prepayments and accruad interest 11 1 12 12
Sales awaiting settferment 25 25 8,475 8475
Amount due from contracts for differences counterparty 12,061 12,061 6,384 6,384
Amount due from futures & options counterparty 4432 4,432 - -
Oue from subsidiary undertaking - 276 — 30
Taxation 40 40 36 36
18,072 18,348 17,218 17,248

14 Current hiabilittes
o 2011 2010
Group Company Group Company
£'000 £000 £000 £°000
Other creditors and accruals 516 516 487 487
Caorporation tax 965 676 1,243 708
Deaferred tax 137 137 158 158
1,618 1,329 1,888 1,353

15. Net Asset Value

The Net Asset Value per Geared Ordinary share s based on the net assets attnbutable to the equity shareholders of £82,391,000 (2010
£89,576,000) and on 216,361,793 (2010 216,361,793) Geared Ordinary shares, bemng the number of Geared Ordinary shares in 1ssue at the

year end
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16 Derivatives and other financial instruments
Background

The Company's financial instruments compnse secunties and other investments, cash balances and debtors and creditors that anse directly from
its operations, for example, in respect of sales and purchases awaiting settlement and debtors for accrued income The numencal disclosures
below exciude short-term debtors and creditors

The pnncipal nsks the Group faces in its portfolio management activities are

« foreign currency nsk

= market price nsk 1@ movements i the value of investment holdings caused by factors other than interest rate or currency movement
+ interest rate nsk

*  lquidity nsk

+ credit and counterparty nsk

The Investment Manager's policies for managing these nsks are summansed below and have been apphed throughout the year

Policy
(a) Foresgn Currency Risk

The Group may hedge agamst foreign currency movements affecting the value of the investment portfolic where adverse movements are
anticipated but otherwise takes account of this nsk when making investment decisions

Management of the nsk

The Investment Manager monitors the Company's exposure to foreign currencies on a daily basis given the volume of forward currency positions
held by the Group The Investment Manager reperts to the Board at each Board meeting of the level of exposure and how he 1s managing these
nsks The investment Manager measures the nsk to the Company of the foreign currency exposure by considenng the effect on the Group’'s Net
Asset Value and total return of a movement in the exchange rates to which the Group’s assets, iabilities, income and expenses are exposed

Foreign currency sensitivity

The following tables dlustrate the sensitvity of the profit after tax and equity for the year to exchange rates for the £ against the Euro, Japanese
Yen, Swiss Franc, Turkish Lira, Norwegian Krone, US Doliar, Hong Kong Dollar and Austrahan Collar it assumes the following changes in exchange
rates

£/Eura +/-5% fllapanese Yen +/-10% £/Swiss Franc +/-20% £Turkush Lira n/fa

{2010 +/-10%) (2010 +/-10%} {2010 +/-10%) {2010 +/-10%)
£iNorwegian Krone +/-5% £/US Dollar +/-5% £/Hong Kong Dollar +/-5% £/Australian Dollar +/-5%
(2010 +/-10%) {2010 +/-10%} {2010 +/-10%) (2010 +/-10%]}
£/Swedish Krona +/-5% £/Canadian Dollar +/-5%

(2010 n/a) {2010 nia)

These percentages have been determined based on market volatiity in exchange rates over the previous twelve months The sensitivity analysis
1s based on the Company's foreign currency financ:al instruments held at each Statement of Financial Position date
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16 Derivatives and other financial instruments = t~ =
If Sterling had weakened against the currencies below this would have the following effect

2011

‘2010

Impact on Impact on Impact on Impact on
revenue capital revenue capital
return return Total return return Total
£'000 £'000 £'000 £'000 £'000 £'000
Euro 3 {2,451 (2.448) - 222 222
US Dollar 13 2,344 2,357 585 (4.184) (4.129)
Norwegian Krone {1) 852 651 (4) 2,690 2,688
Heng Kong Dollar - 163 163 {2) 1.570 1,568
Swiss Franc 1 (445) (444) - 512 512
Canadian Dollar - 46 45 {5) 3,742 3,737
Australian Dollar 27 (102) (75) 33 (382) (349)
Turlush Lira - - - - ir 77
Swedish Krona - 92 92 - - -
Japanese Yen - (86) 86) 1 (832) (831)
43 213 256 78 3.415 3,493
If Sterling had strengthened agaimst the currencies below this would have the following effect
2011 I S 2010
Impact on Impact on Impact on Impact on
revenue capital revenue capital
return return Total return return Total
£'000 £'000 £°000 £000 £'000 £'000
Euro (3) 2,451 2,448 - 222) (222)
US Dollar 13) {2,344) {2.357) (55) 3,854 3,799
Norwegian Krone 1 {652) (651) 4 {2.879) (2,875)
Hong Kong Dollar - {163) (163) 2 {1,625) (1,623)
Swiss Franc M 445 444 1 (512) (512)
Canadian Dollar - (46) (46) 5 (3,742) (3,737)
Austrahan Dollar (27) 102 75 (33) 382 349
Turkish Lira - - - — (77} 77
Swedish Krona - {92) (92) — - -
Japanese Yen - 86 86 (1 832 831
(43} (213) (256) (7N (3,989) (4,087}

In the opimon of the Directors, the above sensitvity analyses are not representative of the year as a whole, since the level of exposure changes

frequently
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16 Denvatives and other financial instruments <
The maximum and minimum non-interest beanng assets for each currency at month end dunng the year to 31 October 2011 were as follows

Hong Kong Turkish us

Sterling Dollar Lira Dollars

£'000 £'000 £'000 £000

Maximum 8,807 8,687 1421 19,768
Minimum 7.003 2,727 - 8,826

{b} Market Price Risk

By the very nature of s activities, the Group’s investments are exposed to market price fluctuations The Group’s exposure to market pnce nsk as
at 31 October 2011 1s represented by its investments held on the Consoldated Statement of Financial Position under the heading “Investments
held at Fair Value through Profit or Loss” on page 27 and the Company Statement of Financial Position on page 28 Further information on the
investment portfolio and investment policy 1s set out in the Manager's Review

Management of the nisk

The Board manages the nsks inherent in the investment portfolio by ensunng full and timely access 1o relevant information from the Fund Manager
The Board meets regularly and at each meeting reviews vestment performance The Board monitors the Fund Manager's compliance to the
Group's investment objectives, and 1s directly responsible for investment strategy and asset allocation

Market price sensitivity

The following illustrates the sensitvity of the profit after taxation for the year and the equity to an increase or decrease of 20 per cent n the fair
value of the Company's investments This level of change 1s considered to be reasonably possible based on cbservation of market conditions
dunng the year The sensitivity analysis 1s based on the Company’s investments at each reporting date, with all other vanables held constant

The wmpact of a 20 per cent increase in the value of investments on the revenue return as a1 31 October 2011 1s a decrease of £22,000 (2010
decrease £25,000) and on the capital return 1s an increase of £16,376,000 (2010 increase of £18,286,000)

Theimpact of a 20 per cent fall in the value of investments on the revenue return as at 31 October 2011 1s an increase of £26,000 (2010 increase
£27,000) and on the capital return 1s a decrease of £18,912,000 (2010 decrease of £20,365,000)

(c} Intarest Rate Risk
Interest rate movements may affect

. the fair value of investments of fixed interest secuntios
. the level of iIncome recewvable from interest-beanng secunties and cash at bank and on deposit

Management of the nsk

The possible effects on far value and cash flows that could anse as a result of changes in interest rates are taken nto account when making
investment decisions

Interest rate sensitivity

As the Company does not have any short-term loans, only cash deposits at call are subject to interest rate movement All such deposiis at cail
earn interest at a daily rate Therefore, f a sensitvity analysis was performed by increasing or decreasing the interest rates apphcable to the
Company's cash balances held at each reporting date, with all other vanables held constant, there would be no matenal change to the profit afler
taxation or eguity for the year

{d) Liguidity Risk
The Group's assets compnse manly readily realisable secunties which can be sold to meet funding requirements if necessary Short-term
Rexibihity 15 achieved through the use of overdraft faciliies
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16 Denvatives and other financial instruments cort v =

(e} Credst and counterparty risk
The failure of the counterparty to a transacton to discharge its obfigations under that transaction could result in the Company suffening a loss

As at the year end the Group had a counterparty collateral exposure of £16,493,364 in respect to its denvatives transactons This amount 1s
included in receivables on pages 27 and 28

Management of the nisk
The nsk)s not significant and 15 managed as follows

. transactions nvolving denvatives are entered into only with nvestment banks, the credit rating of which 15 taken into account so as to
minimise the nsk to the Company of default

. investment transactions are carned out with a large humber of brokers, whose credit standing 1s reviewed penodically by the Fund Manager,
and hmits are set on the amount that may be due from any one broker

. cash at bank 1s held only with reputable banks with high quality external credit ratings

(f) Zero Dividend Preference shares
Fair values of Zero Dividend Preference shares

2011 2010

Carrying Fair Carrying Fair

Value Value Value Value

£°000 £000 £°000 £'000

Zero Dividend Preference shares 143,369 150,371 134,095 141,717

Details on the maturnty of the Zero Dividend Preference shares are given in the matunty table below

Pre-determined

Initial Capital ZDP Entitlement Capital
Entitlement at as at Entitlement as at Pre-determined
3 November 2009 31 October 2011 3 November 2009 Maturity Date
29 0p 3313p 40 5p 30 October 2014

The financial assets and the remaiming financial habilites are either carned in the Statement of Financial Positron at therr farr value or the
Statement of Financial Position amount is a reasonable approximation of fair value (due from brokers, dividends and interest receivable, due to
brokers, accruals and cash at bank)
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16 Denvatives and other financial instruments o
(g) Financiat Assats and Liabhties

2011 2010
Cash Cash

Fair Value flow No Farr Value flow No

Interest  Interest Open Interest Interest  Interest Open Interest
Rate Rate Forward Rate Group Rate Rate Forward Rate Group
Risk Risk Contracts Risk Total Rusk Risk Contracts Risk Total
£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Sterling 6,982 115,841 63,304 7,021 193,148 28,201 50,482 37,502 8,998 134,183
US Collar 14,283 - 21,962 9,519 45764 21,060 — - 5,990 27,050
Euros - - - - - - - 4,933 - 4,933
Norwegran Krone - - 13,036 - 13,036 - 26,685 30,903 - 57,588
Hong Kong Doilar - - - 3258 3,258 - - - 16,296 16,249
Swiss Frang - - - - - - - 8,296 1,932 10,235
Swedish Krona - - 3,905 - 3,805 - - - - -
Turkish Lira - - - - - - - - 1,537 1,537
Australian Doltar 53,499 - - - 53,499 17.851 - - - 17,851
Canadian Dollar - - 927 - 927 - 23,578 13,844 - 37422

74,764 115,841 103,134 19,798 313,537 67,112 109,745 95,478 34,713 307,048

Financial Liabilities

Euros - - (47,785) - (47,785) - - - - -
Australian Dollar - — (55,531) - (55,531) - - - - -
Japanese Yen - - (914) - (914) - - - - -
US Dollar - - - - - - —  (69,126) - {69,126}
Austrahian Doltar - - - - - - - (21,672) - {21,672)
Japanese Yen - — - - - - - (7.909) - (7.909)

- —  {104,230) —  (104,230) - - (98,707) - (98,707)

The currency denomination of the Group's financial assets and habilities 1s shown above The analysis assumes the currency of exposure to be
the currency in which each financiat asset 1s pnced Short-term debtors and creditors, which are excluded, are predominantly denominated
Sterling which 1s the functional currency of the Group

The far value interest rate nsk consists of corporate bonds with a weighted average interest rate of 6 4 per cent (2010 7 9 per cent)

The weighted average penod to matunty of three bonds s 13 2 years (2010 18 2 years) There was one perpetual bond with a market value of
£7,210,000 as at 31 October 2011 (2010 £28,201,000 for seven perpetual bonds)

The cash flow interest rate nsk assets consist of cash deposits at calt Sterling cash deposits at call earn interest at floating rates based on daily
Sterfing Overmight Index Average (SONIA) rates

The non-interest beanng assets represent the equity element of the investiment partfolio However, the amounts are not representative of the
exposure to foreign currency nsk duning the year as levels of monetary foreign currency exposure change significantly throughout the year

The other financial assets and liabilibes represent mainly foreign exchange forward positions held as at the year end, all of which have a vatue
date within three months from 31 October 2011

(h) Financial Assets Held for Trading

The Group has in the past traded in current asset investments and other instruments through its dealing subsidiary, JSST Secunties Limited although

JSST Secunties Limited did not trade dunng the year (2010 gam £881,000) As disclosedin Note 11 there are no investments held for trading as at
31 October 2011
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16 Denvatives and other financial instruments cor*  2d
(1} Fair value hierarchy

The Group adopted the amendments to FRS 29 'Financial Instruments Disclosures’ effective from 1 January 2009 These amendments require an
entity to ctassify far value measurements using a farr value hrerarchy that reflects the significance of the inputs used in making the measurements
The fair value hierarchy shall have the following levels

Level 1 reflects financial instruments quoted 1n an active market

Level 2 reflects financial instruments whose fair value 1s evidenced by comparison with other observable current market transactions in the same
instrument or based on a valuation technigue whose vanables inciudes only data from observable markets

Level 3 reflects financial instruments whose farr value 1s determined n whole or in part using a valuation techrique based on assumptions that
are not supported by pnces from observabtle market transactions in the same tnstrument and not based on available observable market data

The financial assets and habilities measured at fair value in the statement of financial posihion are grouped into the fair value hierarchy as follows
Financial Instruments measured at fair value

2011 Level 1 Level 2 Level 3

£000 £°000 £'000 £'000

lnvestments 127,862 126,545 — 1,317

Current assets 237,046 237,046 - -

Total 364,908 363,591 - 1,317

Current habilities 105,848 105,848 - -

Total 105,848 105,848 - -
(1) Movements in level 3 investments

' ‘ ' T 20m

Group Company

£'000 £°000

At the beginrung of the year 2,555 2,555

Movement during the year

Sales (1,381) (1.381)

Movemnents in valuation 143 143

At the end of the year 1,317 1,317

(k) Use of Denvatives

The Group and its trading subsidiary, JSST Secunties Limited, may take short positions {using contracts for differences) in respect of a small
aumber of larger capital secunties with the view to enhance the returns to shareholders and to manage nisk of the portfolio

The notional amounts of the apen forward contracts as at 31 October 2011 reflect the Group's extent of involvement in the particular class of
financial instruments and do not represent the Group's nsk of loss due to counterparty non-performance

Forward Currency Contract

Forward currency confracts are agreements to buy or sell a foreign currency at a specified pnce, at a specified quantity and on a specified date
The far value of the forward currency contracts are included as open forward contracts and classified as financial assets or iabilites at fair value
on the reporting date
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16 Denvatives and other financial instruments - ~_=¢

{l) Capital Management Policies and Procedures

The Board with the assistance of the Investment Manager monitors and reviews the broad structure of the Company’'s capital on an ongoing basis
This review includes

. The planned level of geanng, which takes into account the Investment Manager's view on the market,

. The need te buy back equity shares, either for ¢ancellation or to hold in treasury, which takes account of the difference between the Net
Asset Value per share and the share pnce (1 e the level of share pnce discount or prermumy,

. The need for new i1ssues of equity shares, including shares from treasury, and

. The extent to which revenue in excess of that which 1s required to be distnbuted should be retained

The Company s objectives, policies and processes for managing capital are unchanged from the preceding accounting penod
. The Company 1s subject to several externally imposed capital requirements

. The bank borrowings under the overdraft faciity are not to exceed £1 million

. As a public Company, the Company has a mimimum share capial of £50,000

* In order to be able to pay dwidends out of profits available for distnbution, the Company has 1o be able to meet one of the two capital
restnction tests imposed on investment companies by Company law

These requirements are unchanged since last year, and the Company has complied with them

17 Called-up share capital

2011 2010

£'000 £'000
Issued, called up and fully paid
216,361,793 Geared Ordinary shares of 0 57191641p each 1,237 1,237
Zero Dividend Preference Shares
432,723,586 Zero Dividend Preference shares of 0 35443291p each 1,634 1,534

In accordance with IAS 32 the Zere Dividend Preference shares are classed as a hability in the accounts
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18. Retained earnings
The table below shows the movement in retained earnings analysed between revenue and capial items for the Group and Company

201 1 2010

Group Group

Revenue Capital Total Revenue Capital Total

£000 £'000 £'000 £'000 £'000 £'000

At beginning of year 1,734 29,754 31,488 {835) 25,312 24 477

Movermnent during the year

Net return for the year 1,928 (7.382) (5.454) 2,569 4,461 7,030
Costs on 1ssue of new Geared Ordinary shares - - - - (19) (19)
Dividends paid (3.731) - (1,731 - - -
At end of year 1,931 22,372 24,303 1,734 29,754 31,488

The Group's capital reserve includes £1,705,000 of Investment holding gatns (2010 £706,000)

2011 2010

Company Company

Revenue Capital Totat Revenue Capital Total

£'000 £'000 £°000 £°000 £'000 £°000

At beginning of year 2,299 29,754 32,053 364 25,312 25,676

Movement during the year

Net return for the year 1.928 (7.382) (5.454) 1,935 4,461 6,396
Costs on 1ssue of new Geared Ordinary shares - - - - {19) (19)
Dividends paid (1,731} - (1.731) - - -
At end of year 2,496 22,372 24,868 2,299 29,754 32,053

The Company's capital reserve includes £1,705,000 of Investment holding gains (2010 £706,000)
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19 Reconcihation of profit before finance costs and taxation to net cash inflow from operating activities

2011 2010
Group Company Group Company
£000 £°000 £'000 £'000
Profit before finance costs and taxation 4,441 4,441 16,601 15,720
{Gan)fLoss on fixed asset investments through profit or loss (2,041) (2,041) 1,068 1,068
Loss on contracts for differences (8,211) 8.211) {7.781) (7.781)
Gain on futures & options 5,420 5420 — —
Purchases of investments (136,180) {136,180) (253,564) (253,564)
Sales of investments 152,643 152,643 242,873 242873
Decrease 1n open forward contract liability 2,132 2,132 3.229 3,229
Issue costs charged to capital (17) (17 - -
Decrease/{Increase) in prepayments, other debtors and accrued income 810 533 (745) {(775)
Increase in amount due from contracts for differences and futures
& options counterparty (10,410) (10,110) (2.743) (1,964)
(Decrease)/Increase in other creditors and accruals (249) 28 {1,287} (1,503)
8,768 8,768 (2,349) (2,697)
20 Analysis of changes in net debt
1 November Casr; Non-cash 31 October
2010 flow Movement 2011
£'000 £'000 £'000 £'000
Cash
Cash at bank 109,745 6,096 - 115,841
Debt
Zero Dividend Preference hability (134,095 ) - (9,274) {143,369)
Total {24,350) 6,096 {9,274) (27,528)
Reconciiation of net cash flow to movement in net debts
2011 2010
£'000 £'000
Increase in cash for the year 6,096 62,957
Net debt at beginning of year {24,350) (33,063)
ZDP |ssue at Reconstruction - (45.639)
Increase in Zero Drvidend Preference habilty (9,274} (8.605)
Net debt at end of year (27,528) (24,350)
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21. Related parties Jupiter Administration Services Lmited 1s contracted to prowide
to the Company for

Mr Richard Pavry s an employee of Jupiter Asset Management Lirmted secretanal, accounting and administration services

which recerves investment management fees as detailed below Jupiter 2D annual fae of £89,727 adjusted each year in ine with the Retai! Prce

Administration Services Limited, a company within the same group as Index payable quarterly None of the fee payable for the year ended

Jupiter Asset Management Limited recesrves administration fees as set 31 October 2011 was outstanding at the year end {2010 aul)

out below Dunng the year up to 7 March 2011, Mr Philip Gibbs, the person at

Jupiter Asset Management Limited who manages the assets of the
Group served as a director of the Group Mr Gibb's director’s fees for
the provision of his services as a director of the Group were paid to
Jupiter Asset Management Limited £6,904 was payable for the year
ended 31 October 2011 and there was none outstanding at the year
end Mr Gibbs 1s an employee of Jupiter Asset Management Limited

Jupiter Asset Management Limited 1s contracted to provide investment
management services to the Company (subject to termination by
not less than 12 months notice by either party) for a quarterly fee of
0 1875 per cent of the Total Assets less current habilities of the Group
excluding the value of any Jupiter managed nvestments payable m
arrears on 31 January, 30 Apnl, 31 July and 31 October in each year
Management fees of £415,324 were outstanding as at 31 October 2011

(2010 £409,095) At a board meeting held on 7 March 2011, Mr Richard Pavry was

appointed a director of the Group with effect from that date Mr Pavry’s
director's fees for his services as a director of the Group are pad to

Jupiter Asset Management Limited 1s also entiled to an investment
’ g Jupiter Asset Management Limited

perfarmance fee If Total Assets less current habilities (after adding back
any dvidends paid or performance fee accrued) at the end of any given
accounting penod have increased over the greatest of three ‘high water
marks’, being

The Company has invested from trne to tme in funds managed by
Jupiter Investment Management Group Limited or its subsidianes As
at 31 October 2011 there were two such investments, East European
Food Fund and Jupiter Hyde Park Hedge Fund representing 2 4 per

1} the Imtiat Total Assets,
® cent of total assets including cash (2010 2 7 per cent )
(n} the Total Assets on the last business day of a calculation penod in

respect of which a performance fee was last paid (after deduction The Company increased its loan to s subsidiary, JSST Secunties

of any performance fee paid to the Investment Manager in respect Limited, by £246,614 76 to allow JSST Secunties Lid to pay s tax
of that penod), and fiability This increased the total amount due to the Company from its

subsidiary to £276,339 13 as at 31 October 2011
the Total Assets on the last business day of the previous calculation 22 Cont t habilt d tal t t
penod (after deduction of any performance fee paid to the Investment ontingent iabilities and capital commitments
Manager in respect of that penod) increased by the total return on the  There were no contingent iabiities or capital commitrnents outstanding
Benchmark Index over the course of the calculation period, as at 31 Octecber 2011 (31 October 2010 nil}

The Benchmark Index being the higher of

(1) the annuahsed cost of the ZDP Share accrual expressed as a
percentage of Total Assels,

(n) the Hurdie Rate on the ZDP Shares, and

(n) 3 month stering LIBOR calculated as at the first business day of
each calendar month

in such circumstances, the performance fee will amount to 15 per
cent of any such excess The calculation of the total amount of any
performance fee will be adjusted for the repurchase or redemption of
Shares in any given accounting pencd andfor for the change in any
barrowings by the Company in any given accounting penod

The performance fee will be calculated by reference to the Adjusted
Total Asset Value as at the last day of the relevant calculation penod
The combined amount of any management and performance fees
payable n respect of any 12 month penod will not exceed 4 99 per
cent of the Net Asset Value of the Geared Ordinary shares and the
ZDP Shares (as at the last day of the relevant period} and, to the extent
any such fees would otherwise exceed 4 99 per cent of such Net Asset
Value, they will be waed by the Investment Manager and wilt not be
carned forward

There was no investment performance fee payable for the year ended
31 October 2011 (2010 nil)
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