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British Empire Securities and General Trust plc

Established in 1889, the Company’s investment objective Is
to achieve capital growth through a focused portfolio of
investments, particularly in companies whose shares stand
at a discount to estimated underlying net asset value.

Brtish Empire 1 managed by
Asset Value Investors Limited

AVl aims to deliver supenor returns while minimising nsks
and specialises in secunties that for a number of reasons
may be seling on anomalous vatuations
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Your Company continues to seek (and find)
investment opportunities with real value and
excellent prospects for good medium to long
term capial appreciation

Company performance,
Fnancsal highiights
Pages 02-03

Investrnent Manager’s Revew,
Portfobo review
Pages 08-15

Investment Portfoko
Statistics and overview
Pages 06-07, 14, 16-17

Company Summary

The Company

The Company s an investment trust

and its shares are premium fisted on the
London Stock Exchange It 5 a member
of the Assocahion of Investment
Companes

The Group's net asset value at

30 September 2011 was £740 millon
and the market capitalisation was
D676 rrulon

Objective

whose shares stand at a discount to
estmated underlying net asset value

Investment Manager
Asset Value Investors Lomated
{Customer Services 0845 850 0181)°

Loan Stock nissue A full explanation
of the caputal structure Is given on pages
18 and 19

ISA Status

The Company's shares are eiigible for
Stocks & Shares ISAs.

Website
The Company’s intermet website 15
www briish-empre co uk

Call charges rmay apply
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Company Performance

Financial Highlights

¢ Uncertain economic conditions continue to prevail
= Net asset value ('NAV') on a total retumn basis decreases by 10.3%
impacted by widening of undertying discounts

* Benchmark® Index falls by 4.6%

* Total ordinary dmvidend increased by 13.3%

+ Special dvidend of 2 Op

» At the end of the year liquidity within the portfolio was 12.1%
held in UK and US government secunties

Performance Summary

30 September 30 Septomber

2011 2010 % chango
Capital Return
Net asset value per Shame 462.51p 518 28p {10 76)
Share pnce (md market} 422.60p 465 S0p 922)
Net asset value per Share (fotal return) {1031}
Indices
Momungstar Investiment Trust Global
Growth Index” 263.29 276 02 (4 61)
Morgan Stanley Caprtal
International World Index
{£ adjusted total retum) 2,428.27 2,496 311 {273)
Revenue and Dvidends
Income £25.93m £19 54m 3270
Eamings per Share 11.50p 7 94p 44 84
Ordinary Dnndends per Share 8.50p 7 50p 133
Special Dvidend per Share 2.00p - -
Discount
{driference between share price
and net asset vahse) 863% 10 18% -
Total Expense Rato
(as pescentage of average
shamhoiders’ funds)
Management, marketing and other expenses 0.72% 073% -
Performance fee 0.00% 002% -
2011 Year's Highs/Lows High Low
Net asset value per Share 565.70p 460.66p -
Share pnce {md market) 545.00p 422.60p -

“ The Momungstar Investment Trust Global Growth Index {total retum bases), formerly known as
Fundamental Data Global Growth kwestment Trust bdex, 15 subhect 1o revision and the figures are
as &t 10 October 2011

T Revised figure dua to exchange rate ermor

Buy-backs

Durmg the year the Company purchased 80,000 units of Equities Index Unsecured Loan Stock 2013
for cancellaton for £204,000 The Company did not purchase any of ts Ordinary Shares or any of its
Debenture Stack for cancellaton dunng the year
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Historical record
Year ended 30 September 01 2010 2009 2008 2007 2006 2005 2004 2003 2002
Group net revenue retum £000 18,405 12,712 12,774 13,548 9,046 8,520 6,614 3.651 2,726 3.868
Revenue Eamings per Share (p) 11.50 794 798 B46 565 532 413 228 170 229
Ordinary Dmdend per Share (p) 8.50 750 600 575 500 400 220 170 155 150
Special Dvdend per Share (p) 2.00 - 125 150 050 100 140 - - 040
Net assets £000! 740,385 829,670 735,188 633,856 815,124 701,291 618,739 429474 348,326 277419
Basic net asset value per Share (p) 462.51 51828 45026 39596 50919 43808 38651 268 28 217 59 17330
The fgunes for 2005 and 2004 have bean restated in accordance with IFRS  Figures for earber yaars heve not been restated
The Company's Net Asset Value relative to the Mornmgstar investment Trust Global Growth Index
and the Morgan Stanley Capital international World Index (£ adjusted total retum}
350
300
250
200
150
100
50
0
Sept 01 Segt 02 Sept 03 Sept 04 Sept 05 Sept 06 Sept 07 Sept 08 Sept 09 Sept 10 Sept 11
Net assat value
Morgan Stanley Capdal Internatonal World Indax (£ adyusted)
Mormmngstar ivestment Trust Global Growth Index {total raturny
Portfolio value by Country
2011 2010 2011 2010
% % % %
France 133 8.88 Span 412 -
Sngapore 1099 12.46 Japan 3.60 4 40
Canada 1050 584 Tirkey 2.60 383
Belgum 1042 977 Ity 247 549
Norway 968 439 Gemnany 2.3 446
Uswted Kingdom 5N 573 Lunembourg 127 11
Sweden 454 606 Other 1.84 528
Hong Kong 452 2.27 Licquedity (€ and US$) 1212 2023
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Chairman’s Statement

The Company’s investment objective is to achieve capital growth through
a focused portfolio of investments, particularly in companies whose shares
stand at a discount to estimated underlying net asset value

Strone Macpherson
Chairman

Thus report covers the penod 1 October 2010 to 30 Septermber 2011

At the half year, your Company’s net asset value on a total return basis
advarced 7 7% (modestly below the benchmark) and the share pnce
was ahead by 6 7% at 496 7p The Board also announced an intenm
dmdend of 2 Op, an increase of 11 1%

The second half of the financial year has proven much more difficult
than even our caubous stance had led us to expect, and the
headwinds wiuch we were expecting at the intenm stage proved very
challengng, parbcutarty from the end of July The Company's NAY has
tallen by 15 5% and the share pnce by 14 9% since the half year end
with quite marked underperformance aganst its benchmark n that
penod

For the year as a whole, the NAV 15 down 10 3% (on a total return

basis) compared with 4 6% for the Company's benchmark (Moming
Star Global Growth Index) and 2 7% n the MSCI World Index

The Company’s shares have traded over the past year hetween

a premium to net asset value of 3 1% and a discount of 9 6%

We contmue to monitor carefully the share pnce and the discount

or premum at wihich the Company's shares trade to net asset value
We will, If necessary, take steps to imit the volatility of the discount
or prermum by esther buying back shares at a discount or 1ISSUINg new
shares at a premum Therefore, the Board 1s once again seeking to
renew s authomty to buy back and issue shares

Your manager has continued to mvest steadily in equihes through

thes difficult penod and some £60m of the surplus liquadity had been
deployed by the yearend The overal nvestment strategy remans
unchanged, with the manager finding new investments and adding to
exsting hotdings at good discounts Drndend yields on the Company's
investments have also been attractive

In these difficutt market conditions, the deployment of the Company's
kquciity into Investments n selected equiies at attractive pnces but
n markets which have continued to fall has coninbuted to the
underperformance aganst the benchmark Markat condrions have
also gven nse to an estmated weghted average discount on your
undertying equity investments of 39%, the highest level in our records
and up from 23% a year ago These underlyng discounts have
histoncally proved to be an excellent source of good retums for
shareholders as markets stabilise and start to improve

It &5 also worth noting that the fall in the NAV was more than entrely
accounted for by the wadening of underfying discounts The estimated

undertying value per share of our portfolio actually increased dunng
the year
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In addition, the ncome of your Company has mcreased markedly m
the penod under review, by some £6 4m to £25 9m Thus increase
has been actweved against a background of histoncally low yelds on
cash and government secuntes and resutts partly from changes in
the portfolio and partly from mcreased payments from nvestee
companies Approxamately 30% of the mcome was denved from
the top two holdings

We are therefore pleased to be recommending an increased final
dradend of 6 5p (2010 5 7p)up 14 0% on last year, which together
with the intenm payment of 2 Op {2010 1 8p) (+11 1%) would bnng
the total dvdends for the year to 8 5p (2010 7 5p) (+13 3%)

In addition, we propose a specal dwdend of 2 Op, banging total
dnadends for the year to 10 5p (2010 7 5p), and reflecting the
exceptional Increase n earmings in the past year

Between the year end and 9 November (the latest date for which data
1s avalable) the Company's net asset value mcreased by 4 1%, which
1s samitar to the return of the benchmark.

On 2 July 2011, the Company's outstanding balance of £8 48 million
of 10°/s% Debenture Stock 2011 was, in accordance with the
provisions of the Trust Deed governing the Stock, repaid in full,
together with accrued mterest to that date Because it has been the
Company’s accounting policy to charge all of the interest on the
Debenture Stock to the Revenue Account, repayment of the Stock
will have a marginally beneficial account on the Company’s revenue
account in future years The Board has reviewed with the Manager
the current long term bomowing and the Company’s cash position
The Board considers it uniikely that the Company will engage in any
further long term or structural borrowang n the foreseeable future

John May, who has been a drector for eight years, retired as a drector
of our largest sharehoider, Caledona investments, m September and
has decded not to stand for re-election The Board will very much
miss his wise counsel and wishes him well m hs future actvities

At the Nominations Commttee, the Boand has completed a formal
evaluaton, led by an extemnal party for the first tme, the conclusions
of which were postive n terms of good boardroom practice and
govemance

In Ine with current trends m corporate governance, the board has
deaded that all direclors who wish to continue as directors should
offer themseldves for re-elechion at each Annual General Meeting
Apart from John May, the directors all offer themselves for re-election
and the Normunation Committee has considered again thewr
qualifications, performance and contnbution to the Board

‘The Nomination Committee confirms that they each continue to

be effective and to demonstrate commitment to the role The Board
therefore recommends that they should each be re-elected

The Board has appomted a firn of head hunters to seek new
candidates to expand the Board and ensure that an appropnate
mix of skills and expenence are avallable to the Company Afurther
arnouncement wil be made in this regard in due course

The savere market setback over the sunmmer was an indication of the
nervousness of the mvestment community that much slower growth
and a significant further recession and consequent lower eamings for
many businesses are a distinct possidity it was also a waming to
polihaans n Ewope m parbeular to become more proactive and speed
up the process of finding workable and credible solutons to the
sencus 1ssues facing the EU, the Euro, and the European barking
system There are now signs that some polibcians may have
understood the power of markets” anpatence

Though this still remains a difficuit ti'me for all investors, we are
confident that your manager has sufficient flecabiiity and kqudity to
continue to build a good store of value In selected stocks which wall
prove to be excellent Investments when confidence retums

Strone Macpherson
Chairman
11 November 2011

T
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Investment Portfolio

The top ten equity investments make up 46% of the portfolio with
investments across a diverse range of sectors and regions

Ten largest equity investments

Company Vivend

Nature of busness Meda Compary

Cost 94 Bm

Valuation £751m

Vatluahon bass Market pnce

% of total assets 9 B6%

Compary Orkla

Nature of business Investment Holdng Company
Cost €57 1m

Valuabon £51.2m

Valuabcn basss Market pnce

% oftotalassets  672%

Company Jardine Strategic Holdings
Nature of business Investment Holding Comparty
Cost £6 5m

Valuaton £40 3m

Vahuahon basis Market pnce

% of total assets 5 26%

Comparry Investor AB ‘A’
Mature of busmess  nvestmant Holding Comparny
Cost £31 1m

Vahuaton £34 6m

Valuation basts Market pnce

% of tolal assets 4 54%

Cormpeamy Sofina

Nature of busness  bwvestment Holkding Comparny
Cost £31 0m

Vahiation €32 im

Vahiabon basis Market pnce

% of total assets

421%

A French telecommunmications and media
conglomerate that trades on a discount of over 25%
to the sum-of-ts-parts Vivendd owns stzkes n
companes operating M the music, games,
telenaszon, fims and telocommunecations mdustres

A Norwegan conglomerate operating in the branded
consumer goods, aluminum and energy sectors

A streamnfring of the busness may narrow the
discount to estimated NAV whsch cumently stands
at 27%

Jardine Strategic, controled by Jardine Matheson,
an rwvesiment vehicle for the Keswick family, trades
on a 34% discount to an attractive collecbon of
Agian listed compames, mcluding Hong Kong Land,
Dary Farm and Mandann Onental

A Swedish industnal holdng company that
owms signficant shareholdings n mayor pubilc
multnabonal comparnes as well as prvate
companes mostly in the healthcare sector
vestor takes an actve ownership role m many
of the compares and cumently trades on a 31%
discount to estmated NAV

A Belg=an hoidng company thal nvests
predomenately n ksted assets across a diverse range
of sectors The company curently trades on a 35%
ciscount {o estmated NAV
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Company Groupe Bruxelles Lambert
Nature of busmess  Investment Holding Company
Cost £3B87m

Vahuahon £31.2m

Vahsation basis Market pnce

% of total assets 4 10%

Company Jardne Matheson Holdings
Nature of business Investment Holding Company
Cost £9 5m

Valuaton £265m

Vahuation basts Market pnce

% of total assets 3 44%

Company Aker ASA ‘A
Nature of business  Invesiment Holding Company
Cost £27 6m

Vahabon £22 6m

Valkuation basis Market pnce

% of total assets 2 96%

Comparty Yamana Gold
Nature of busmess  Mmng Company

Cost £14 4m

Vakiation £190m

Vahsahon basts Market pnce

% of total assets 2 40%

Company Deutsche Wohnen
Natrs of busmess  Real Estate Comparty

Cost £164m

Vahuation £17 6m

Valuation basis Market pnce

% of tota assets 2 31%

The ksted Betgian holding company of Albert Frére
trades on a 24% discount to rts NAV s holdings
nchxie French blue chip isted companes

The other Smgapore listed company in the Jardne
control chain Jardine Matheson trades on a
discount of 20% and owns 81% of Jardna Strateqc
which, n tun, owns 53% of Jardne Matheson
Jardne Strategic has the hugher discount but
Jardne Matheson 15 more iquid with a hugher
dnndend yeld

A Norwegan conglomerate whose interests range
from oi and gas exploration to seafood processing
The company currently trades on a 32% discourit
1o eshmated NAV

A gold producer which has operating mines n Brazil
Chile and Argentina. The company curmently trades
at a 31% discourtt to its global peers.

A German property company whach develops, rents
and sels properties It s Germnany's second largest
isted resdential property company and tradesona
16% discount to estrnated NAV
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Investment Manager's Review

Dunng the year, the Company's NAV decreased by 10 3%,
compared with a decrease of 4.6% in the benchmark
Mormingstar Global Growth Index (both on a total return basis)
While the resufts are disappointing, value investing as a strategy
has produced outperformance of equity markets over the long
term and there 1s significant value in the underiving value of our
Investments at present

Bntish Empire 5 managed by

Asset Value Investors Limited

ams 1o dedver supenor returns while mimising nsks and specialises in secuntes
that for a number of reasons may be seling on anomaious valuations

AVI's nvestment philosophy s to

Invest n companes trading on discounts to thesr Net Asset Value (NAV)

Identify good quality underfying assets with appreciahon potential at compeliing valuations
Focus on balance sheet strength

Look for catalysts to narrow discounts

Focus on bottom up stock pecking,

Be wiling to hold cash if investments do not meet our critena

Over the long-term, each of AVI's funds has significantly outperformed its respective benchmark index.

John Pennink

Chief Executive Officer of Asset Value Investors Limited,

is a Chartered Financial Analyst (CFA) and the Fund Manager
responsible for the Bntish Empire Secunties and General
Trust portfola.

Throughout a penod of economic
uncertainty and very volatile
markets, your Board has
continued to focus with the
Manager on the Company’s cora
investment approach m seeking
to acquire investments at a
discount to underlying value and
where there 13 a realishc prospect
of such value being realised over
time. There is a substantial store
of value in the Company's
underiyving investments and,
notwithstanding market volahiity,
we remamn confident that this
approach will continue to
produce, over the long term,
goad returns for shareholders.

Allas Copco, held by Investor AB,
1S a global lgader N Manufactunng
COmpressors, ar treatment systems,
constructon and mnng equapmant
The company has benefitted from
the contmued Chinese appetite for
raw matenals as they manufacturn
equipment for both surtace and
underground mvng
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Overview

The near-term outlook for financial markets 1s iImpossible to predict as polticians, central bankers
and financial players will all have an influence on the outcome Despite this lack of visibility in the
short-run, the long-term prognosis 1s getting better as valuations are declining. Eventually, stabilty
will return to markets and, when it does, the quality of the investments which we have made should
stand us in good stead
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Investment Manager’s Review

Portfolio review

One of the nvestments Groupe Bruxeles Lambert (GBL) holds s
Pamod Ficard the drrdes marudacturer Pemod Hicard's brands
nchuda Jacob's Creek wine Beafeater gn and Chwvas Regal wiusky
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The financial cnsis s very much st with us three years after the
failure of Lehman Brothers The cnss 1s a moveable feast that has
encompassed banks, the consumer, money market funds and now
sovereign borrowers The fundamental problem s the buid-up of
unsustainable levels of debt n much of the developed world and the
concomitant realisation that a signficant portion of these debts will not
be pad back in full Thus, there 1s Interminable poltical wrangling over
just where the inevitable losses will be feft There are no panless
solubons and, n our view, a penod of slower growth and lower
standards of imng in many developed countnes is the kkely resutt

The uncertain economuc and poliical environment has naturally had
a negative effect on the equity markets There has been a lack of
confidence amongst nvestors which accelerated into the year-end,
resulting In a very significant widening of the discounts on our
undertying equity investments The weighted average discount one
year ago was 23% and it 1s now 39% Thes wadening of discounts
rmeant that we couid not avesd underperformance agamnst our
benchmark even though we estmate that there was a healthy
increase in the underiying value of our portfclio dunng the year

Value investing as a strategy has produced outperformance of equity
indices over time by focusing attenbon on valuations and buying
assets cheaply Now would appear to be one of those tmes when
extreme uncertanty and nsk aversion allow us to buy certain equities
at a vesy good price This shoutd set us up wel for the long run

The difficutty 1s that no-one can accurately predict the pattern of
retums and cheap assets can get even cheaper i the short-term
That 15 what has occurred 10 the latter part of this past year

We invested half of our net Equdity dunng the year tin companes
with attractive valuatons but this worked to our disadvantage in the
short term, as markets fell and discounts widened

The near-tesm outlock for financal markets 1s impossible to predict
as poliicans, central bankers and financial players wil all have an
influence on the outcome Despite ths lack of wsibility in the shortrun,
the long-term prognosss 18 gething better as valuabons are declining
Eventually, stabilty will return to markets and, when 1t does, the quality
of the mvestments which we have made should stand us in good
stead The discounts on our undertying iInvestments are as wide as
they have ever been and this shoutd help to drive future returns when
confidence retums We cannot control the timing of the retums which
we expect but an encouraging factor in a difficult year has been the
growth in our Income received from our portfolio companees In an era
of low yields on cash and government bonds, our income ncreased
by over 30% over the past year A porton of the cash invested last
year has gone to higher yielding equities

Liquidity 1s 12 1%, compared with 20 2% as at the previous year end,
including cash and government bonds

The Company’s shares wene trading on a discount of 8 6% as at the
end of the financeal year

Yamana Gold Inc 1s an Intemmediate

mnce has $o far faled to keep up with
tha nising bulion pnce
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Investment Manager’s Review

Portfolio review

While Orida has an eclectc portfoko
of assets that ncludes REC,

a Norwogsan cornpasty mvoived m
the solar power industry iis strategy
of seling non-core assets to focus
on its core branded goods business
should see its conglomerate
discount disappear over tme

Deutsche Wohnen 15 one

of Germany's leading listed
residential property cormpanies
The fundamentals of the Berln
residential housng market whers
much of Deutsche Wohnen's
portfolio 18 located rmemamn

very strong

Portfolio Review
The estimated wesghted average discount on the portfobo s now
39% versus 23% one year ago

European Investment Holding Companies (35 9%)

Weighted average discounts on the European holding companies we
own have widened to 38% from 33% one year ago In general share
pnces fell by more than the fall m NAVs and thus discounts have
widened Notable exceptions include Pargesa and Exor SpA
Preference shares, both of wiuch were sold dunng the year on
namowing discourntts In other cases, we have used share pnce
deciines to add to postions

One example of a company we have been adding to s Orkda (6 7%)
In Norway This is a conglomerate whose main business 1s branded
consumer goods mn the Nordic region Its other assets include an
aurmimum profile business, an niterest in a listed solar energy
company, a chemscal busness and a portfobo of financial Investments
Over the past 12 months the shame pnce has been trading at a wider
than average discount to our estimate of the sum of the parts vakue
of the vanous bustnesses, wihich has frustrated investors and
management alike We were able to accumudate our shareholding

at low multiples to earmngs and a relatrvely tugh dividend yield of
arca 5% In an attempt to namow the discount at which the stock
trades, management announced in Septermnber 2011 that rt would
seek to divest all non-core assets This will see the company transform
ttseif into a pure-play branded consumer goods company, and thereby
eliminate the conglomerate discount which exists today The process
of streamining the business has already begun and in November the
cormypany will pay out a special dindend to shareholders with the
intention of making the capital structure more efficient As further asset
sales are made over the next couple of years it is likely that further
capital will be retured to shareholders

The core branded consumer goods business 1s a market leader n the
geographuc areas in which it operates It has proven to be a stable and
cash generative business As a foecused company, we would expect
the business to be more highly valued by the market Management
have demonstrated a proactive approach to unfockang the value n the
conglomerate structure and we are confident that over the next few
years, as non-core assets are disposed, shareholders will be well
rewarded

Asian Investment Holding Companies (14 19%)

The weighted average discourtt on the Astan holding comparses which
we own s 44%, compared to 32% a year ago Share pnce moves
within this segment of the portfobo were far more sedate than they
have been in the past couple of years However, strong performance
dunng the first nine months of the year allowed us to take substantial
profits on pan of our holdings in the two Jardine comparues at a tme
when discounts had begun to namew and the valuations of the
underiying business were fess compelling than they had been
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Since the opening of the first Mandarm Onental hotel n Hong Kong n 1963,
the company has grown (1s franchise and now consssts of 27 operatonal
hotels spannng the giobe from Jakarta (petured) to Muuch Jardne Strategee
Holdngs owns 74% of Mandann Onental
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Investment Manager's Review

Portfolio review

Portfolio value by geography

2011 2010

% %

Cortmental Europo 4812 4101
Asia Paciic 1735 1887
Canada/US 1060 613
United Kingdom 571 573
Japan 360 440
EMEA 260 363
Liqudity 1212 2023

Portfolio value by market capitalisation

2011 2010
% %
<f£1 bilon 3288 2565
>C1 bilion & <€5 biion 1141 2168
>£5 biion & <€10biion 2300 1122
>£10 bilion 2059 2122
|
|
|
| Portfolio value by sector
‘ 2011 2010
‘ % %
| Investment Holding
Comparnes 5001 4948
‘ Minng & Resources 1282 @852
| Other 1210 962
1 Real Estate Companies 7 41 693
| Ivestment Companies 554 522
! Liquecity 1212 2023

Swre Paatfic (1 9%) 1s one of the oldest and largest Asian hsted
conglomerates whach 1s currently trading cn a 42% discount to its net
asset value

The company'’s largest dvision, by assets, 15 property where it owns
high quality office, retall and residential properties in central Hong
Kong The group alse has three signficant investment properties in
China In May, Taloo Hu, a 3 8 mihon square foot mxed-use
development in Guangzhou, began tradng Swrre Pacific recently
monehsed part of its property portioio by agreeing to sell Festval
Walk in July for HK$18 8bn which resulted in a HK$8 6bn profit for
the group Excluding the Festival Walk sale, the property dmsion is
performung strongly as a result of hgh occupancy rates (cumently
100%} for Hong Kong malls and coninued office rental growth

Swire Pactfic has significant exposure to aviation with its long

term holding in Cathay Pacific, which it recently increased to 44%.
along with its holding in HAECO, the Hong Kong based aviation
mantenance company Despite the macro headwinds, the core
business remans robust as demand for prermium class travel to Asia
remains high

The Marme services dmsion of Swire Pacific has a fleet of 75 vessels
with the intention to grow this division to 102 vessels by 2015 with an
emphasis on vessels that are designed to operate in deep water
where future demand s expected

The group also has a trading and ndustnal dmvsion whose dverse
activiies include paints, motors, dothing and sugar

The company Is conservatively managed and after the recent sale of
Festival Walk, total borrowings will be reduced to approxamately 10%
of the group's assets The company has recently announced 1ts
intention 1o create a new hsted vehucle for the group's property assets

Investrnent Trusts and Funds (5 6%}

We have continued to reduce our weightmg m investment trusts as
value, n terms of wide discounts combined with high quality assets,
has been harder to find We have had success however, n finding
value wittun the Bsted private equity sector and currently hold two
investments, Hectra Private Equrty (0 8%) and Pantheon (1 5%)

Pantheon 15 a Lendon-isted investment trust, investing in a diversified
portfoho of pavate equity funds The company has Ordinary and
Redeemable share classes, both of which are owned by your portfobo,
and trade on discounts of 45% and 43% respectively
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The portfolio has conservative levels of geanng by private equity
standards Approximately 40% of investments are in venture and
growth funds that typcally carmy little or no leverage  The remaining
60% 1s alocated to buyout fund and direct nvestments, while these
often cany leverage, the weighted average debt/EBITDA muithiple
of 3 7x of the top 50 buyout funds/direct mvestments s low both
compared to peers and by histoncal levels At the company level,
Pantheon recently undertock a non-dilutive equity-for-debt swap to
de-gear its balance sheet and smplify its capital structure

Like many of its private equaty peers, the slow-down m both
reafisations and new investments dunng the financial downtum has left
Pantheon with a significantly more mature portfolio than has been the
case histoncally, with 70% of s portfolio being of a vintage 5 years or
greater This presents increasing opportunities for realisatons, which
customanly are made at pnces which add to NAV While market
volatity may stymie realisabons through IPOs, cash-nch corporate
balance sheets make trade sales a good extt opportunity and prowide
validation of both the reported NAV and the conservative vatuation
policy used to mark mwvestrnent holdings In a further reflection of the
maturity of the portfolio, earmmngs growth has been strong at the
underlying compary level

Alongside many other hsted private equity funds of funds, Pantheon
suffered dunng the financial cnsis due to concerns over its ability to
meet its undrawn commitments By June 2011, however, cash
batances and funds available from its undrawn credit tacty covered
its undrawn commatments by 3 9x

Pantheon's discount to NAV 1s very wide by histoncal standards and
recent share buybacks indicate management's recogrution of the value
inherent in the portfollo Once sentiment turns back in favour of the
hsted private equity sector and the market accepts that concerns
regarding over-comimitments are no longer as vald, we expect the
company 1o be re-rated and trade at a narrower discount than most
peers given its impressive performance track record

Resources (12 8%)
SOCO Intemabonal (2 0%} has developed over the year to become
baoth an explorat:on company and sigruficant od producer

Alter two years of planning, the company commenced preduction
n August and on time, on the Te Giac Trang (TGT) field which 1s
based off Vietnam The aimn 15 to merease produchon over the next
few months with the intentbion of targetng 70,000 bamels per day
Seismic data suggests that this field contains approximately

87 million barrels of o

Outlook

There I1s a paradox at the moment between the extremely
challengng and difficult polibcal and economic environment and
the attractiveness of the valuabons on many indmdual listed
equites. We befieve the lack of confidence has led to a market in
wtich thera are bargains to be found. Mindful of the risks, we are
trying te find equites that feature a defensive eamings profile,
strong balance sheets and a high dwvidend yield As described
above, this has already produced a higher income retum to the
Company In addition, as forecasting short term movements
agamst such a volatle background seems unwise, we befiave
that it makes sense to buy equities when they are good value in
spite of the difficult macro-economic environment

SOCO Intermatronal, though, had a disappointment earfier in the year
when they struggled to find signicant ol In the Te Giac Den (TGD)
field, contrary to seismic data, Despate this setback the compary 15
keen 1o explore this field further and the management has recently
announced a new dnling program for this area.

SOCO Internatonat has also begun a senes of exploration wells In
the coastal basin off Congo Invhal setsmuc data estimate a potential
resource of 250 milion barrels The Company also has dnling
concessions In The Democrate Republic of Congo and Uganda
which will be explored m due course

Other (12 1%)

Vivend (3 99%) 1s our largest single investment and one to which we
have added substantially dunng the year its discount to our estmate
of the sum of the parts value of ts vanous businesses has nsen from
25% last year to over 40% cumently At the same time the compary
remans commutted to ncreasng its dvidend which could see the
yield on the stock increase from s present level of just under 9%

In additon to trading at this exceedingly atiractve dmdend yield level,
other valuahon measures are equally compelling for exampie, Vivend
trades at approxanately 7 tmes s 2011 eamungs  The collection of
businesses in the telecoms, media and computer games sectors
combine to create a company with defensive and stable earmings that
appear 1o be undervalued by the market

Management have been actve in attempting to create a structure that
does not warrant such a targe conglomerate discount A 12 39% stake
m NBC Unwversal was sold and the proceeds were used to fund part
of the acquisihon of Vodafone'’s minonty interest in SFR, leaving
Vivendi with an ownership of 100% Further share buybacks in
Actrasion Blizzard boosted ownership to 63% and the company
remains in ciscussion with Lagardere over the 20% of Canal Pius not
owned by Vivend: We would have expected these measures 1o have
boosted sentiment towards the stock but mstead it has contnued to
be de-rated We see tremendous value in this company and whilst we
wait for the market to recognese it, we are being paid a substaribal
dividend

Net Liquidity (12 1%)
Our iquadity postion is hedd manly i government bonds m the UK and
the US and was reduced from 20 2% a year ago

Geographic Profile

Gross Assets of £762m were distibuted {on a lock-through basis)
as follows Cortmental Europe 50 6%, UK 5 7%, Asia Pacrfic 17 4%,
Japan 3 6%, Canada 10 5%, Cther 0 1% and Liquidity of 12 1%

As and when opportunibies present themselves at compeiling
valuations, we will continue to invest our cash. At some point,
these valuations should be recognised by the market and stocks
should be re-rated. Further, wide discounts should eventually
attract corporate activity as confidence returns. Annual capstal
retumns on British Empire have been uneven in the past and now
when discounts are at therr widest is not, in our view, the time
to abandon our approach We feel confident that today’s low
valuations will translate into goed retums for our shareholders
in the future.




16 Britsh Emprre Secunbes and Ganeral Trust pic

Anmual Report & Accourds 2011

Investment Portfolio

We seek to build a portfolio that is diversified by sector, country and
market capitalisation The portfolio has a built in ‘margin of safety’

through the purchase of good quality assets on a substantial discount.

Investments at 30 September 2011

% of
Company Nature of busness % of class £000 000 Babdlibes
Vivendi Media Conglomerate 05 94,832 75,146 986
Orida Conglomerate 10 57,117 51,190 672
Jardine Strategic Holdings Investment Holdng Company 02 6,479 40,251 528
Investor AB'A’ Investment Holding Company 09 31,058 34,624 454
Sofina Investment Holding Company 17 31,033 32,063 421
Groupe Bruxelles Lambert Investment Holding Company 04 38,667 31,240 410
Jardine Mathesen Holdings Investrment Holdng Company 01 9,505 26,236 344
Aker Investrment Holdmg Company 24 27,614 22,558 29
Yamana Gold Mining Company 03 14,435 18,975 249
Deutsche Wohnen Real Estate Comparty 25 16,436 17.575 23
Top ten investments 327173 349,858 45.91
Pans Oréans Investment Holding Compary 32 13,112 15,444 203
Soco Energy Exploraton Company 14 18,593 15,399 202
CIR SpA Investment Holding Company 16 18,918 15,395 202
Kinross Gold Mining Company 01 18,567 15302 201
Femmovial Infrastructure Company 03 14,880 14,576 19
M Developments Real Estate Company 17 14,380 13618 179
Swire Pacific'B’ Investment Holding Company 02 8,332 12,504 164
Macquane Intemational Infrastructure Fund Investment Comparty 40 14,448 12,058 158
Wheealock Real Estate Company 03 13,909 1117 146
Detour Gold Corp Mining Comparry 07 8,672 11,076 145
Top twenty investments 470,984 486,401 63.82
Eurazeo trvestment Holding Company 06 16,956 10,835 142
Nexen Ol & Gas Company 02 15,788 10403 137
Shemtt Mining Company 12 15,155 9,786 129
BIP Investment Partners investment Holding Comparry 45 7.852 9671 127
Shun Tak Holdings Conglomerate 18 14,142 9,021 118
Daidoh Textle & Property Company 32 6,739 8613 113
I Gaynmenku Yatinm Ortak Real Estate Investment Company 33 11,159 B087 106
NH Hoteles Hotel Compary 11 9,823 7486 098
Pnsa ‘A’ Media Conglomerate 24 16,071 7327 096
Pantheon Intemational Participations Investment Comparty ai 5,743 7,267 095
Top thirty investments 580,412 574,897 7543
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% of
total assets
Cost Vauation  less cument
Company Nature of busness % of class £000 £000 Ehilles
RHJ Internabonal Investment Holdkng Company 24 10,011 6,784 089
Alhed Gold Minmg Compay 18 7918 6,675 os8s
Baja) Holdings and Investment Warrants 27/07/20151 Investment Holding Comparty 06 1577 6,487 085
JPMorgan Japanese Investment Trust Investment Company 24 8,233 6,437 085
Electra Pnivate Equity Investment Company 12 5,108 5,815 076
Treasury Chmna Trust Real Estate Ivestment Company 26 4,670 5,238 069
Mitra Energy”™ Ol & Gas Company 22 4,080 4972 065
Henex Investment Holding Cosmpany 09 4,748 4,848 064
Cie Du Bois Sauvage Investment Holding Comparty 18 6,640 4519 059
Alarko Gaynmenkd Yatinm Real Estate Investment Company 67 4513 4,496 059
Top forty iInvestments 653,910 631,168 82.82
Katakura Industnes Textle & Property Company 19 5,000 4,320 057
Alarko Holdmg Investrnent Holding Comparny 19 5480 4,134 054
Pantheon International Participation (Redeemable shares) Investment Company 23 3,623 4131 054
Showa Arrcraft Industry Transport & Property Company 28 5,958 4122 054
JPMorgan Japan Smaller Companies Investment Trust Investment Comparry 70 5126 3,842 050
Amensur Resources Energy Exploraton Company 31 4,848 3,501 047
Cofide SpA Irvestment Holding Company 08 4,150 3,428 045
GSD Holding Investrment Holding Company 51 5,360 3,087 oM
Vietnam Property Fund Investment Company 66 2,579 2,549 033
Prisa ‘B’ Media Conglomerate 07 4,129 2,024 027
Top fifty mvestments 700,163 666,396 87 44
Swire Pactfic ‘A" Irvestment Holding Company 00 1,985 1,759 023
Canaco Resources Mintng Comparty 03 2,125 744 010
Resaca Exploitabon O Produchon Company 39 4,880 661 009
JPMorgan Japan Smatler Companies Investment Trust
{Subscnption shares) Investment Company 80 - 92 Q0t
Tigray Resources Mineng Company 03 - 86 oo
Total equity iInvestments 709,153 669,738 87.88
Fixed income nvestments
Treasury 5% 07/03/2012 UK Government Secuity - 54,963 55,037 722
US Treasury Bill 01/12/2011 US Govermument Securty - 30,994 32,096 421
Total nvestments 795,110 756,871 99 31
Net current assets 5,259 069

Total mvestments plus net current assets

762,130 10000

“Unquoted Investment
tHeld through a Participabon Note issued by JPMorgan
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Capital Structure as at 30 September 2011

The Company’s capital structure comprises Ordinary Shares,
Debenture Stock and Equities Index Unsecured Loan Stock

(‘Index Stock’)

Ordinary Shares
At 30 September 2011 there were 160,080,089 (2010 160,080,089)
Ordmary Shares of 10p each in ssue

Income entitiement:

The profits of the Company (including accumutated revenue reserves)
avalabie for distnbution and resolved to be distributed shall be distributed
by way of ntenm, final and {where applicable) special dwdends among the
holders of Ordinary Shares, subject to the payment of Interest 1o the
holders of Debenture Stock and Index Stock

Caprtal entitiement:

After meeting the labéibes of the Company and the amounts due to
Debenture and Index Stockholders on a winding up, the surplus assets
shall be pad to the holders of Ordinary Shares and distnbuted among such
holders rateably according to the amounts paid up or credited as paxd up
on ther shares

Voting entiiement:
Each Ordinary Sharehoider 1s entitied to one vote on a show of hands and,
on a poll, to one vote for every Ordinary Share held

The Notice of Meeting and Form of Proxy stipulate the deadlines for the
vald exercise of voting nghts and, other than wath regard to Drectors not
being permitied to vote ther shares on matters n which they have an
nterest, there ar no restnctions on the voting nghts of Ordinary Shares.

Transfers

There are no restnctions on the transfer of Ordmary Shares except for
dealings which would or could constitute msider dealing or, in the case of
Directors and Persons Discharging Managenal Responsibilitres, as would
otherwise be prohibited under the UKLA Lishng Rules

The Company 1S not aware of any ageements between Shareholders nor

any agreements or amangements with Shareholders which would change
n the event of a change of contl of the Company

Debenture Stock

At 30 Septernber 2011 there was In ssue £15,000,000

{2010 £15,000,000) 8's per cent Debenture Stock 2023, repayable
on 2 July 2023

Income entiiement:
Holders of the Debenture Stock are entitled to interest pasd half-yearty
at the rate of 8'/s per cent per annum

Capital entifement:

The Stockhoiders are entitied to repayment of prncipal and outstanding
mterest on the redemnpbon date or, if ealier, on the occurence of an event
of default The Debenture Stock 1s secured by a floating charge on all the
assets of the Company K the Company 1s iquidated the Debenture Stock
ts redeemnable by the Company at a pnce which s the hugher of par and
that pnce at which the Gross Redemption Yield on the Relevant Date

15 equal to the Gross Redemption Yield at 3 p m on that date of the

84 per cent Treasury Stock 2017 or such other govemment stock as
the Trustees, upon advce, may agree, logether with mterest acerued up
to and including the date of redempbon. Had the Company been

fiqusdated on 30 September 2011, the redermption payment would have
amounted to £6 1 miffion

The mid-market pnces of the 8'/; per cent Debenture Stock 2023 as at
30 Septemnber 2011 was 122 50p (2010 135 40p)

Voting enttlement:
The holders of Debenture Stock have no ngint to attend or fo vote at
general meetings of the Companny
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Equibes Index Unsecured Loan Stock 2013 (index Stock™)

At 30 September 2011 these were 2,426,754 units of Index Stock N Ssue
(2010 2,506,754) During the year the Company purchased 80,000 units
of index Stock for cancellabon

Investiment charactenshes:

Unuts of Index Stock entitie the: holders to an mcome retum that matches
that of the FTSE All-Share Index {the ‘Index’) and, at matunty, a caprtal
return that also matches that of the index Neither return is fixed and each
moves up or down with the United Kingdorn stock market

Income entitiement:

Holcdlars of the Index Stock recenve interest paxd quarterly nterest 1s
calcutated by reference to the yeld on the Index having regard to the
movement n the ex-dmdend adjustment factor dunng the relevant quarter
as published n the Financal Times The interest paxd for the year to

30 September 2011 amounted to £97 80 per 1,000 units

Capital entitiement:

The Cormpany shal redeam the whole of the Index Stock on the tenth
Stock Exchange dealing day after 31 March 2013, barrnng any
crrcumstances which may kad to an earhier redemption, at its prevading
capital value The capital value means, in respect of one unit of Index
Stock, the higher of 10 per cent of ts normunal amount of £1 74338 and
the Index number at the date of calculabon dnvided by 1,000 expressed
m pounds and rounded up to five decanal places. Hf the Index Stock

1s regeemed by the Company earty, payment wil be effected at the
capdal value

The capital value of the Index Stock as at 30 September 2011 amounted
to £2 65438 per unit and the offar market pnce of the Index Stock as at
30 Septernber 2011 was £2 80 per unit.

Voting entitiement:
The holders of Index Stock have no nghit to attend or to vote at general
meetngs of the Company
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Directors

Strone Macpherson
Indeperxdert Non-Executve Charmnan

Age 63 Length of Service 9 years

plc and the Investment Commuttee of the King's

Fund Formerty a Director at Flemings and
Executrve Deputy Chairman of Misys plc

Last re-elected to the Board:
2009

Committee membership

Audt Committee, Management Engagement
Committee (Chairman), Nommation Committee
(Charman)

Remuneration
£31.860 pa

Employment by the Manager
None

Other connechons with the Company
or Manager
None

Shared Directorships with any other Company
Directors

JPMorgan Aemmg Smaller Comparues
Investment Trust pic

Shareholding in Company
40,000 QOrdinary Shares

Andrew Robson
Independert Non-Executive Drector

Age 52 Length of Service 3 years
Expenence

A Director of JPMorgan Smaller Comparses
Investment Trust plc, Shoes Income plc and
Matnx Income & Growth 4 VCT pic Formerly
Group Finance Drector of eFinancial Group
Lamited, and a Director of Robert Flesnmg

& Co Ltd, 5G Hambros and M&G Equity
Investment Trust plc

Last re-elected to the Board
2008

Commuttee membership
Audit Commuttee {Chairman), Management
Engagement Committee, Nommation Committee

Remuneration
£24,780 pa

Employment by the Manager:
Nonge
Other connecbions with the Company

or Manager
None

Shared Drectorships with any other Company
Directors,

JPMorgan Fleming Smaller Comparves
Investment Trust plc

Shareholding n Company*
2,800 Owdinary Shares

Steven Bates
Independent Non-Executive Director

Age 54 Length of Service 6 years

Experience

A Dwector of Zephyr Management U K. Limited,
an mnvestment management business speciaising
m emnerging markets and of F&C Capstal and
Income Investrent Trust plc and Renn Unsversal
Growth Investrment Trust pic Chairman of Banng
Emerging Euwrope plc, Chuef Investment Officer
of Salsbury Partners LLP and a Member of the
Investment Committee of the Rank Foundaton
Previously an Executive Director of JPMorgan
Asset Management responsible for emerging
markets investments

Last re-elected to the Board
2009

Committee membership

Audit Committee, Management Engagement
committes, Nomnation Committee
Remuneration.

£21,240 pa

Employmernt by the Manager:
None

Other connections with the Company

or Manager
None

Shared Drectorships with any other Company
Directors
None

Shareholding in Company
20,000 Ordnary Shares



21 Britch Empre Securities and General Truss pic

Anmsl Repon & Accounts 2011

John May
Non-Executive Director

Age 56 Length of Service B years

Expenence

A Dmector of Begbes Traynor Group plc
Formerty a Daector of Caledoma Investments pic,
an Executive Director of Hambros Bank Lamited
and Jomnt Managmng Dwector of Hambro
Countrywde plc

Last re-elected to the Board
2010

Committee membership
Nomnahon Committee

Remuneration,
£21,240 pa

Employrment by the Manager
None

Other connechons with the Company

or Manager

Formerly a Dwactor of Caledorsa Investments,
a substantal shareholder

Shared Directorshups with any other Company
Directors
None

Shareholding in Company”
6,500 Ordinary Shares

Rosamund Blomfield-Snuth
Independent Non-Executive Director

Age 62 Length of Service 9 years

Expenence

Chamman of Moat Homes Limdted, a Non-
executive Drector of Thames Water and an
ndependent Board member of the Wales Audit
Office Govermor of Hartpury Agncuttural College
Formerly Head of Corporate Finance at
Arbuthnot Latham Limsted and a Director of

N M Rothschid & Sons and ING Banngs

Last re-elected to the Board:
2008

Committee membership
Audit Committee, Management Engagement
Comumittee, Nommaton Commuttee

Rermuneration
£21,240 pa

Employment by the Manager
None

Other connections with the Company

or Manager
None

Shared Drrectorships with any other Company
Directors
None

Sharehoiding in Company”
3,100 Ordinary Shares
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Report of the Directors

The Directors present thesr neport and the audited financal statements for
the year ended 30 September 2011

Status

The Company s regrstered as a pubkc iiveted company under the
Companies Acts and 1s an mvestment company under Section 833 of
the Companies Act 2006 [t s a member of the Assocration of investrment
Companies

The Company has been approved as an mvestment company under
Secticns 1158/1159 of the Corporabon Tax Act 2010 for the year ended
30 September 2010 The Daectors are of the opmnion, under adwvice, that
the Comparny has conducted its affars so as to be able to obtan approval
as an investment company for the year ended 30 September 2011

The Company s a qualifying company for the purposes of Stocks & Shares
Indrdual Savings Accounts

Investment Objective, Policy, Restrictions and Business Review
The abjective of the Company 1s to achieve capital growth through a
focused portfoho of mvestments, parbcutanly m compganes whose shames
stand at a discount to estmated underying net asset value

Investments are pnncipally in compares isted on recogrused stock
axchanges in the UK and/or overseas, whwch may include mvestment
holding companes, mvestment trusts and other companies, the share
pnce of whach 15 assessed to be below ther estmmated net asset value
or minnsic worth Although Ested assets make up the bulk of the portfolio
the Company may also avest in tmiisted assets with the pnor approval
of the Board

The Company generally mvests on a long-only basis but may hedge
exposures through the uss of dervative Instruments and may also hedge
its foresgn currency exposures

There are no geographic frmits on exposure as the Company mvests
wherever 1 considers that there are opportunties for capital growth

Risk 1s spread by investing in a number of holdings, many of which

themselves are diversified companes

The Company will not invest in any holding that woutd represent more
than 15% of the value of s total nvestments at the tme of investment

Potental mmvestments faling within the scope of the Company’s mvestment
obyective wil differ over the course of market cycles The nurmber of
holdings mn the portfolio will vary depending upon crcumstances and
opportunibes withm equity markets at any particular tme

The Company may gear its assets through borrowings which may vary
substantafly over time according to market condibions but which will not
exceed twice the nomenal capital and reserves of the Company

Reviews of the Company’s NAV performance dumng the year m
companson o the benchmark (the Company’s key performance indcator),
are contamed n the Chaman's Statement on pages 04 and 05 and the
Investment Manager's Review on pages 08 to 15

Principal risks

The pnnaipal nsks facing the Company are market nsk and foreign
exchange nsk. Market nsk anses from uncertanty about future movements
n, prncpally, equity and bond markets, whach are themselves influenced
by a number of factors ncluding economic condiions and mnterest rates
There s a further nsk that the performance of the Compaany's portfolio fails
to match the performance of the markets generaly, and its benchmark
specifically Foresgn exchange nsk anses d there are falls agamst sterling n
the currencies i which the Company's mvestments are denominated
These nsks are managed by the Board and the Manager manly by way
of portfolio diversificaton, regular nvestment review, strategic discussicn,
and consderaton of cumency exposures

The pnncipal nsks are exammed 1n mere detall mnote 18 in the Notes to
the Accounts on pages 49 to 54

FRuther nsks which can mpact on performance are a loss of key personnel
{especially withmn the irvestment management team), regutatory {pnncipally
breaches of ether UKLA Listng Rules or Section 1159 of the Corporation
Tax Act 2010) and failure of systems or controls. In managng these nsks
the Company rewiews staffing and actvity levels of the Investment Manager
and Admunestrator at least annually to ensure that there are adequate
qualfied stafl/capacsty avalable, and m particular requires the Investment
Manager to notfy promptly the Board of any changes in senior staff

The Company atso reviews the systems of the Investment Manager and
Admurastrator as parnt of s half yearly compliance checks

The shares of Investment Trusts fraquently trade at a discount to their
pubbshed net asset value The Board seeks to manage the nsk of any
widering of the discount by regularty reviewing the leved of discourt at
which the Company's shares trade, and 1t will, f necessary and

appropnate, imt any significant widenmg through measured buybacks
of shares

The value of the Company’s shares will addibonally be subject o the
nteraction of supply and demand, prevading net asset values and the
general perceptions of investors  The share pnce will accordngly be
subject to unpredictabile fluctuabons and the Company cannot guarantee
that the share pnce will appreciate in value
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Resuits and Dividends

Group loss for the year was £{76,959,000) which included a profit of
£18,405,000 attributabie to reverue (2010 profit of £106,687,000 which
included a profit of £12,712,000 attributable to revenue} The profit for the
year attnibutable 1o revenue has been applied as follows

Company Group

£ 000 £'000

Revenue avaabie for dvdends 18,408 18,405

Intenm dmdend of 2 00p per Ordnary Share paid on 10 June 2011 {3.201) (3.201)
Recommended final dwdend payable on 6 January 2012 to Shareholders on the Register

as at 9 December 2011 (ex dwvdend 7 December 2011)

— Rnal dmdend of 6 50p per Ordinary share (10,406} {16,406)

— Special dmdend of 2 0p per Ordmary share (3,201} (3.201)

1,600 1,597

Directors
The Dwectors of the Company, all of whom were in office throughout the
year under review, are isted on pages 20 and 21

In accordance with the recommendabons of Prncple 3 of the AIC's Code
of Gorporate Governance that the Drectors of FTSE 350 companes
should be subject to annual re-elecbon by shareholders, all the members
of the Board will retire at the forthcoming Annual General Meeting and, with
the excephon of Mr J M May, will offer themselves for re-elechon

The beneficial Interests of the cument Drectors and ther connected
persons in the securties of the Company as at 30 September 2011 are set
out below

Ordknary Shares Ordinary Shares Loan Stock Loan Stock

3079711 11010 o/t 1010

PSS Macpherson 40,000 40,000 - —
SAR Bates 20,000 20,000 - -
RE Biomfield-Sruth 3,100 3,100 - -
JM May 6,900t 6,900t - -
AS Robson 2,800 1,800 - -

fincludes a non-beneficial mterest in 5,000 Ordinary Shares held m a Trust, of which Mr JM May s a Trustee, for the benefit of hes chakdren

There were no changes to the above miterests between the year end and
the date of this report Mr May was, until 30 September 2011, a Dwector
of Caledonia Investments plc which at that date owned 12 99 per cent
(30 September 2010 16 95 per cent) of the Omdinary Shares of the
Company Except as noted here and on page 26, no Diector was a party
to or had an interest in any contract or arangement with the Comparty

Information on the appomtment of Drectors and theirr compensaton for
loss of office, as required by the Takeover Durective, 1S given on page 55

Subsidiary Companies

The Comparty owns one active deafing subsidiary, BEST Secunbes
Leruted In the year to 30 September 2011, BEST Secunbes Linited made
a loss after taxabon of £2,698 2010 loss £2,538)
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Report of the Directors
continued

The Investment Manager

Asset Value Investors Lireted 1s the Company's appointed Investment
Manager {"Manager”}, engaged under the terms of an Investment
Management Agreement (MIMA”) effectve from 1 October 2003 and vaned
wath effect from 1 October 2008 The IMA 1s termmable by one year’s
notes from erther party, other than for "cause” The Manager has complied
with the terms of the IMA throughout the year to 30 Septernber 2011

Under the IMA the Manager s entitled to a base management fee of

0 60% of the net assets of the Company at the end of the preceding
financial penod A perfomance fee at 6% IS atso payable for any
outperformance in the net asset value {on a total return basas) over the
benchmark at the year end, with a cap on aggregate fees of 1% of net
assets of the Company per annum Any underperformance or
outperformance In excess of the cap Is camed forward for use in the next
3 years' fee calculabons after which it shall lapse

The Company has adopted the Momingstar Investment Trust Globat
Growth Index as the benchmark aganst which the Comparys
performance s measured

Company Secretanal services are prowded by Phoenx Admirngstration
Services Limited (Phoenoq pursuant to an Agreement dated 17 December
2009, for a fee of £37,000 per annum The Agreement with Phoenix
camtinues until tesmenated by ether party on gving not less than sx
months’ written notice

interests n Share Capital
Information on the structure, nghits and restnctions retating to share captal,
as requared by the Takeover Daective, is given on pages 18 and 19

At 30 September 2011 and 31 October 2011 the following holdmgs
representng more than 3 per cent of the Company's issued share capital
had been reported to the Company

Number heid at Percentage held at Nummber held at

30 September 2011 30 September 2011 31 October 2011

Caledonia Investments pic 20,788,979 12.99 20,788,979

Funds managed by Breman Dolphin Ltd 9,437,331 590 9,443,695

Alliance Trust Pic 7,200,896 450 7,183,200

Rothschid Bank AG 5,498,569 3.43 5,455,440

Legal & General Group Pic 5,416,767 3.38 5,433,305
Auditor

Emst & Young L1 P have ndicated ther wilingness to continue in office and
a Resolubon will be proposed at the fothcoming Annual General Meeting
to re-appoint themn as Auditor and authonse the Directors to detenmine the
Auditor's remuneration for the ensung year



25 Brtch Empre Secuntes and General Tnrst pic

Annual Report & Accounts 2011

Special Business at the Annual General Meeting

Resolution 10 - Authonty to allot Shares

The Deectors seek to renew the general and uncondibonal authonty to aliot
up to 23,996,005 Ordinary Shares of 10p each, representng approximately
14 99 per cent of the ssued Ordinary Share captal The Dwectors would
only exercese this authonty if they considesed it 1o be in the best mterests of
the Company generalty

Resolution 11 - Authority to issue Shares outside of

pre-emphon nghts

The Deectors seek to renew the authonty to allot, other than on a pre-
emptve basts, Orcdinary Shares {including the grant of nghts to subscribe
for, or to convert any secunbes mito Ordnary Shares) up to a maxamum of
8,004,000 Ordnary Shares, beng approxamately S per cent of the Ordinary
Shares currently in issue, and to transfer or sell Ordinary Shares held in
treasury The Directors would only axercrse this authonty if they consader it
to be advantageous to the Company

Resolution 12 - Share Buy-Back Facility

Thus Drectors seek to renew the authonty to make market purchases of up
to 23,996,005 Ordinary Shares {in accordance with the provisions of the
Companies Act and Listing Rules) representing approxzmately 14 99 per
cent of the ssued Ordinary Share capital at the date of ths Report.
Ondinary Shares bought back may be held in treasury, up to a maxmum
of 10 per cent of the Ordinary Share capital then in issue, for cancellabon
or sale st a future date rather than being cancelled upon purchase

The Dxrectors would nat exercise the authonty granted under this
Resoluton uniess they consider 1t to be m the best nterests of
Shaeholders e g resutting m an increase In net asset value per Share

Corporate Governance

The Lsting Rules and the Drsclosure Aules and Transparency Rules
{"Drsclosure Rudes™) of the UK Listing Authonty requerre isted companes

to disclose how they have applied the pnnciples and complied with the
provisions of the corporate govemnance code to whuch the issuer s subject
The provisions of the UK Corporate Governance Code ("UK Code™) ssued
by the Fnanc:al Reportmg Councd (FRC) n June 2010 are applicable for
the year under review The related Coce of Corporate Governance (AIC
Code) 1ssued by the Associaton of Investment Companies (AIC) n October
2010 prowdes specific corporate govermance guidalines to Investment
trusts The Board has considered the pmciples and recommendabons

of the AIC Code by reference to the AIC Corporate Governance Guide

for investment Companes (AIC Gude) The FRC has confimned that AIC
member compantes who repost aganst the AIC Code and who follow

the AIC Gude for I'vestment Comparses will be meetmg obligations m
relation to the UK Code and associated disclosure requirements of the
Disclosure Rutes.

The AIG Code can be viewed at
http/Awww theaic co uk/files/technicall AHCCode pdf

The UK Code can be wewed at
http./Awww frc ong uk/corporateukegoode cfm

The Board conswders that reporting agamst the prncples and
recommendations of the AIC Code and the AIC Guide {which ncorporates
the UK Code) provdes sharehaoiders with full details of the Company's
Corporate Governance comgplance

The UK Code includes prowisions relating to the role of the chuef executive
and of the executive directors’ remunerabon However, as afl the Drectors
are non-executive, these provisions are not applicable The UK Code

also sets out the case for establishng an nternal audit funcbon For the
reasons set out in the AIC Gunde, the Board considers that an ntemal
audit function s not relevant to the Company, being an extemaly managed
mvestment company

Throughout the year ended 30 September 2011 the Company comphed
with the prowisions of the AIC Gude and AIC Code other than for the
following matters and any exceptions detaled in the schechde below
reporting on the Company's compliance with the AIC Coda’s Pincples.

= the Board has elected not to designate a semor ndependent non-
executve Director, as it conslers that each Drector has different
strengths and qualites on which they may prowde leadership,

* owing to the short timetframe between the Company's financal year end
and the publication of this Report, the Company 1s not able to meet the
UK Code’s provision E.2 4 that the Nobice of the AGM and related papers
be sent to sharhoiders at least 20 worlang days before the meeting
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Report of the Directors

continued

The Principles of the AIC Code

The AIC Code 1s made up of twenty-one pnnciples spit nto three

sechons coversg

- The Board

- Board Meetings and refabons with the investrment Manager

- Shareholder Communications

The Board

AIC Code Principle Compliance Statement

1 The Chamman should be The Chagman, Mr PSS Macpherson, was ndependent of the Investment Manager at the tme of his appontmernt
Independent and remains so There 1S a clear dision of responsibility between the Chanman, the Directors, the Investment

Manager and the Company’s other third party service prowders The Chaiman is responsible for leading the
Board, ensunng its effectiveness in afl aspects of its role and 1s responsible for ensuning that all Deectors receve
accurate, timely and clear mformaton

2 A rmajonty of the board should be
independent of the manager

At 30 Septernber 2011, the Board consisted of five non-executve Deectors, each of whom s ndependent of
the Investment Manager No member of the Board s a Drector of another mvestment company managed by the
Company's investrnent manager, nor has any Board member been an employee of the Company, s investment
manages or any of s service providers

Mr Macpherson ts Charman of Close Brothers Group ple, the uthmate parent of Winterflood Secunties Limded
which acts as the Company's Corporate Broker for a retainer of £25,000 per annum paid by the Company

Mr Macpherson and Mr Robson are both non-executive directors of JPMorgan Smaller Comparees Investment
Trust pic

Mr JM May was an exacutive director of Caledornsa Investments plc dunng the penod under review unthl he retred
from Caledonia on 30 September 2011 Caledomna 1s a isted nmvestment trust whach has a large shareholding n the
Companty and Mr May was therefore considered by the Board to be non-ndependent dunng the penod under
review Caledorsa 1s also the largest shareholder in Close Brothers Group pic of whsch Mr Macpherson 1s Chasmnan

Mr Macpherson, Mr Robsen and Mr May are fully aware of ther fiduciary dubes to act n the best interests of the
Company and the Board does not consider these non-executive apporitments and shareholdings compromise
the abifity or padgernent of Mr Macpherson or Mr Robson as Directors of the Company nor comprormused the
ability or pudgement of Mr May dunng the penod under revew

3 Dwrectors should be submitted
for re-election at regular mitervals
Nommnation for re-glection should
not be assumed but be based on
disclosed procedures and
continued satsfactory performance

Wwith effect from the forthcomng Annual General Meetmg, all Directors will submt themselves for annual re-
election by shareholders.

The ndmdual performance of each Drector standing for re-elechon 1s evaluated annually by the nemaming
members of the Board and, if considered appropnate, a recommendation is made that shareholders vote in favour
of ther re-elechon at the AGM

4 The board shoudd have a policy
on tenure, wiuch s disclosed n the
annual report

The Board, meeting as the Nomsnation Comimrttee, considers the structure of the Board and recogrises the need
for progressve refreshing of the Board

The Board does not have a formal policy requinng that directors showdd stand down after a fixed penod

It considers that a long associzhion with the Company and expenence of a number of investment cycles can be
valuabie to its defiberatons and does not compomese a Dwector's iIndependence

The terms and condibons of the Drectors’ appomtments are set out m letiers of engagement which are avalable
for inspection on request at the registered office of the Company and at the AGM
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5 There should be full disclosure of Al the Derectors are resident n the UK and ther tnographucal detaits, set out on pages 20 and 21 of thes Report,
informaton about the board demonstrate the wide range of slalls and expenence that they bnng to the Board

Detarls of the Board's Committees and therr composibon are set out on pages 31 and 32 of this Report
The Board consaders that as it is compnsed of non-executive Directors f s not necessary to establish a separate

Remuneration Commitiee Whikst the whole Board considers Directors’ remunieration, the Chaimnan will absent
hanself from the discussion on hes remuneration

6 The board shouid amtohavea  The Nomnation Commettee conducts annually a skills audit to enable the Beard to identify any skill shortages to
balance of skills, expenence, length  be filled by new Directors.

of service and knowledge of the
company When considenng new appomntments, the Board reviews the skills of the Drectors and seeks to add persons with
complementary skills or who possess the skills and expenence which fill any gaps within the Board's knowledge
or expenence and who can devote sufficient tme to the Company to carry out therr duhes effectively
The expenence of the cutent Dwectors 15 detatled m the biographes of the Deectors
The Company s committed to ensunng that any vacances ansing are filed by the most qualiied candidates and
recognses the value of diversity in the composthon of the Board When Board pesthons become avaliable as a result
of retrement or resignabcon, the Company will be focussed on ensunng a dverse group of candidates s considered
7 The board should undertake The Board, meeung as the Nommabon Comimittee, has formalised a process 1o evaluate ts own performancs
a formal and ngerous annual and that of ds Ghawman annually Board evaluation queshonnares are completed by each Director The Charman
evaluation of its own performance leads the assessment wiach covers the functioning of the Board as a whole and the effectiveness of the Board
and that of its commuttees and Committees. Where necessary the Chamman discusses the respenses with each Director indmdually
indivdual directors The Charman absents lumself from the Board's rewview of his effectiveness as the Company Chamman.

Durmg 2011 an independent review of the Board was undertaken, the results of which were considered by
the Board The Board has agreed that an independent review of the Board be commissioned regularly

The review considered the Board's cbjectives and the applicabon of the dynamucs and the interaction of
Board members and contributors and eflective use of Board meetmgs to acheve its objectives mchuding the
Board's strengths and weaknesses and entfying different methodologes (o address nsks and opportunihes
as they arose

Foliowng the recent review undertaken by the Nomination Commmuttes which discussed the recommendations
of the Independent review undertaken this year, the Board is satisfied from the results of the evaluation that the
structure, mx of slalis and operahon of the Board continue to be satisfactory and melevant for the Company

8 Dwector remunerabion should The Board penocically rewews the fees paad to the Dwectors and compares these with the fees paid by the

reflect thew duties, responsibiibes Company's peer group and the investiment trust ndustry generaily, talang mto account the level of commutment

and the value of ther tome spent and responsibiity of each Board member Detads on the remuneration amangements for the Deectors of the
Comgparnty can be found in the Drectors’ Remuneration Report on page 55 and n note 3 to the Accounts

As all the directors are non-executive, the Board considers that it 1S acceptable for the Chaimnan of the Company
to chaxr meetings when discussing Diectors' fees The Charman's remuneration is determined by the Board i his
absence The Beard penodically takes adwvice from external independent adwisers on Drrectors' remuneration

Al Daectors own shares m the Company but no stock opbons or other performance-related elements have
been awarded
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Report of the Directors

continued

The Board contnued

AIC Code Principle Compliance Statement

9 The ndependent Directors The Nominaton Committee s compnsed of the whole Board which has a majonty of ndependent drectors and,
should take the lead n the subgact to there bemng no conficts of mnterest, all members of the Comrmities are entitled to wote on canddates
appontment of new Directors and for the appaintment of new Dwectors and on recommending for shareholders’ approval, the Drectors seeking re-
the process should be disclosed in election at the AGM

the annual report

10 Directors should be offered
relevart tramming and induchon

New appaointees to the Board are prowded with a full induction programme  The programme covers the
Company’s mvestiment stratagy, policies and prachices The Directors are also given key information on the
Company’s reguiatory and statutory requiernents as they anse including mformabon on the role of the Board,
matters reserved for its decision, the terms of reference for the Board Committees, the Comypany's comporate
govemnance prachces and procedures and the latest financal nformation |t is the Chairman’s responsitibty to
ensure that the Drectors hawe sufficient knowledge to futfil therr role and Dwectors are encouraged to parbopate
In franing courses where approprate

The Drrectors have access to the advice and services of a Company Secretary through ts appomnted
representative which s responsible to the Board for ensunng that Board procedures are folowed and that
applicable rules and reguiabons are complied with The Comparty Secretary s also responsible for ensunng good
information flows between all parhes

11 The Chairman {and the Board)
shoutd be brought into the process
of structunng a new launch at an
earty stage

Prnciple 11 applies to the launch of new nvestment companies and 15 therefore not apphcable to the Company

Board Meetings and relations with the Investment Manager

12 Boaris and managers should
operate n a sUpportive, co-operatve
and open ervirnonment

The Boand mests requiary throughout the year and a representatve of the Ivestment Manager 1s In attendance
at each meetng and most Committee meetings The Chairman encourages open debate to foster a supportive
and co-operative approach for all parbcipants

13 The pnrnary focus at reguiar
boand meetings should be a revew
of nvestment perfomance and
associated matters, such as geanng,
asset alocabon, marketing/investor
relabons, peer group nformaton and
ndustry ssues

The Board has agreed a schedule of matters specifically resarved for decsion by the Board  Thes mchusdes
establishing the nvestment obyectives, strategy and benchmarks, the permittad types or categones of nvestments,
the markets n which transachons may be undertaken, the leved of perrmitted geanng and borrowangs, the amount
or proporbon of the assets that may be mvested in any category of mvestment or in any one nvestment, and the
Company's treasury and share buybiack pobces.

The Board, at 1ts regular meetings, undertakes reviews of key investrment and financial data, revenue projectons
and expenses, analyses of asset allocabon, transacbons and pesformanca compansons, share pnce and net
asset value performance, markating and shareholder commumication strateges, the nsks assoctated with
pursung the mvestment strategy, peer group mformabon and iNdustry ssues.

The Audit and Management Engagement Committees of the Board respecively, regutarly review the Company's
nsk matx and the performance and cost of the Company's thad party service providers.

14 Boards should give sufficient
attentbion to overall strategy

The Board s responsible for strategy and has established a predetermmed annual programme of agenda tems
under which it reviews the objectives and strategy for the Company at each meeting In addition to the regular
board meetings the Board meets spectficalty on one additronal day each year to focus on strategy and any other
tssues that require in-depth attention
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Board Meetings and relations with the Investment Manager continued

AIC Code Prnciple

Compliance Statement

15 The Board should regularly
review both the performancs of,
and contractual amangements with,
the manager {or executives of a
seif-managed company)

The Management Engagement Committee mests twice a year It reviews annually the performance of the
Investment Manager, particularty agamst that of the benchmark, the Momingstar Investrent Trust Globa! Growth
Index The Comimitiee considers the quality, cest and remuneration method {including the performance fee) of the
servce provided by the Investrment Manager against ts contractual obligations and the Board receves regular
raports on compiiance with the Investrnent Restnchons set by the Board |t also considers the performance
analysis pronded by the Manager In wew of the level of data avaiable from independent serica provaders, and
the apprarsal undertaken by the Board, the Board does not consider an independent appraisal of the manager's
service to be necessary,

The Audit Committee reviews the Manager's compiance and control systems in operabion insofar as they rdate to
the aftairs of the Company and the Board undertakes penodic rewews of the amangermnents with and the seraces
provided by the Custodian, to ensure that the safeguarding of the Company’s assets and secunty of the
sharshoiders’ mvestment s bemg mantained

16 The Board should agree pobicies
with the manager covenng key
operatonal issues

The Investment Management Agreement between the Company and the Manager sets out the imds of the
Manager's authonty beyond which Board approval 1s required The Board has also agreed detaled investment
gudelnes with the manager which are considered at each Beard mesting

A representative of the Manager attends each meeting of the Board 1o address queshons on specific matters and
to seek approval for speaific transactions which the manager 1s required to refer to the board e g rvesting n
unquoted investments

The Board has delegated discrebon to the Investment Manager to exerase wotng powers on its behalf, ather than
for contentious or sensitive matters which are to be refemed to the Boasd for consideration

The Board has reviewed the Investiment Manager's Stewardship Poicy, which mcludes ts Corporate Govemance
and Voting Guidedines, and wiuch 1s published on the Investment Manager's web-site
www assetvaluemnvestors.com

Reports on commussions paid by the Manager are submtted to each Board meeting

17 Boards should monstor the level
of the share pnce discount or
premeum (f any) and, if desirable,
take action to reduce it.

The Board considers any imbalances in the supply of and the demand for the Comparty's shares within the
markst and takes appropnate acton when considered necessary

The Board considers the discount or presmaum to NAV of the Company’s share pnce at each Board meeting and
reviews the changes in the leved of discount or premium and i the share pnice since the previous Board meebng
and over the previous twelve months

The Board reviews at each meeting reports from the mvestment manager's marketing department on marketing
and shareholder commemication strategees, and considers ther effectveness, as well as measures of nvestor
sentiment and any recommendations on share buy-backs

18 The Board should morstor and
evaluate ather serice providers

The Management Engagement Convsttee reviews, al least annuatly, the pesformanca of all the Company's third
party service prowders, ncluding the level and structure of fees payable and the length of the notice penod, to
ensure that they remain competitive and n the best nterests of sharehoiders, as well as reviewing serice
provders' anti-bribery and comupbon poicees to address the provisions of the Bnbery Act 2010

The Audit Commuittee reviews reports from the pnincipal service providers on compliance and the ntemal and
financial control systems in operation and relevant mdependent audit reports thereon
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continued

Shareholder Communications

AIC Code Principle

Compliance Statement

19 The Board should requtarly
momtor the shareholder profie of
the company and put m place a
system for canvassing shareholder
views and for communicating the
Board's wews to shameholders

A detaled analysis of the substantial shareholders of the Campany 15 provded to the Directors at each board
mesting Representatives of the Manager reguiarly meet with instirhonal shareholders and prvate client asset
managers to discuss strategy and to understand thew issues and concems and, i applicable, to discuss
corporate governance ssues  The results of such meetings are reported at the following Board meeting

Regudar reports from the Company’s broker are submited to the Board on mvestor senttment and industry issues

Shareholders wishing to communicate wath the Charman, or any other member of the Board may do so by
wrting to the Company, for the attenbon of the Company Secratary at the Registered Office  All sharsholders ame
encouraged to attend the AGM, where they are given the opporturity to queston the Charman, the Board and
representatives of the Investment Manager The Investment Manager will make a presentabon to Shareholders
coverry the svestment performance and strategy of the Company at the forthcoming Annual General Meeting
and the Directors welcome the views of all Shareholders and place considerable mmportance on commurnscations
with Shareholders

20 The board should nomnally take
responsibility for, and have a direct
involvernent i, the content of
commuricahons regarding magor
corporate issues even if the
manager Is asked to act as
spokesman

All substantive communications regarding major corporate issues are discussed by the Board takng into account
representabons from the Manager, the Auditor, legal adwvisers, stockbroker and Company Secretary

21 The Board should ensure that
shareholders are provided with
sufficient mformation for them to
understand the nsk/reward balance
to which they are exposed by
holding the shares

The Company places great mportance on cormmunication with sharehiolders and amms to prowade them with a full
understanding of the Company’s iInvestment objective, policy and actrvibes, ds performance and the principat
investment nsks by means of rformative Annual and Half Year reports and Interrn Managerment Statements.
Thes 15 supplemented by the daily publicaton, through the London Stock Exchange, of the net asset value of the
Company’s shares.

The Annual Report prowdes mformaton on the Manager's mvestment performance, portiolio nsk and operatonal
and compliance ssues Further details on the nsk/reward balance are set outin the Repornt of the Drrectors under
Principal Risks on page 22 and in the Notes to the Accounts

The mvestment Portioo s Ested on pages 16 and 17

Tha Company’s website 1s regularly updated with monthly factsheets and provides useful nformation about the
Company including the Company's Financial Reports and Announcements
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Board Committees

The Board has agreed a schedule of matters spectically reserved for
decision by the ki Board subyect to wiuch the Board has delegated
spectfic dutes to Committees of the Board which operate within written
tesmns of reference  Phoenx Admirsstrabon Services Lamited acts as
Company Secretary to each Committee No persons other than the
Committee members are entitled to attend at Committee mestings unless
fosrmally iwited by the Committee Copies of the terms of reference for
Board Comimittees are avallable from the Company Secretary

Management Engagement Committee

The Management Engagement Committee meets at least twice each year
and compnses the mdependent Deectors, Mr PSS Macpherson
{Chairman), Mrs RE Blomfield-Smith, Mr SAR Bates and Mr AS Robson
The mamn funcbons of the Commities are to define the terms of the
Investment Management Agreement, ensunng that they follow good
widustry prachce, are competitve and in the best miterests of shareholders,
and to monitor the Manager’s compliance with the terms of the
Management Agreement and its nvestment performance The Committes
also reviews the serwvices and perfomnance of the Company’s other thod-
party servce providers A review of the Investment Manager and the other
service providers undertaken in Novemnber 2011, concluded that the
services provided to the Company were satistactory and that the
Agreesments entered nto with them were operatng m the best aiterests
of the shareholders.

Nomnation Committee

The Nommaton Committee compases the whole Board and convenes
to undertake the annual apprassal of the performance of the Board, its
Committees and the Directors and to propose the re-election of the
Dxrectors each of whom will retire at the Annual General Meeting

It also meets to consider the appontment of new Directors to the Board
Candidates for nomnabon may be sourced from outssde of the Compary
using third party search and selection services as well as potental
candidates known to Dwectors through theirr extensive knowledge of

the industry

The Board has considered the AIC Code's Pinaiple 3 that Directors should
be submitted for re-election at regular mtervals and that nommaton for re-
election should not be assumed but be based on disclosed procedures
and comtmued satisfactory performance

At a meent meeting, the Board, meeting as the Nommnaton Committee,
consdered the findings of the board evaluaton which had been exdernally
faciitated m July 2011 by an ndependenit consuitant The Board evaluation
consdered the performance and contribution of each Drector to the Board's
detberabons and concluded that as a result of the extensive expenence of
each Dmector withan the mvestment company sector each Drector made a
sgndficant contribution to the Board and its management of the Comparny

The Board has agreed to foow the recommendations of the AIC Code
Principle 3 that the Directors of FTSE 350 comparues should be subject to
annual re-dechon by shareholders. Accordingly, at the forthcornng AGM,
all the Dwrectors will retire and resolubions will be put to shaeholders that,
with the exception of Mr J M May, sach Dyector, beng efigible, be re-
elected as a Director of the Company Mr May will retira at the AGM and
will not seek re-elechon

Audit Committee

The Audit Commuttee meets at least twice each year and compnses the
mdependent Drectors, Mr AS Robson (Committee Chaimman), Mr SAR

Bates, Mrs RE Blomfield-Smuth and Mr PSS Macpherson Al members

of the Committee have recent and relavant financial expenence

The Audit Committee’s mamn functons are

* To moniter the oitemal financal control and nsk management systems
on which the Company 15 relant,

* To consider whether there s a need for the Company to have its own
nternal audit function,

* To momntor the ntegnty of the hatf-year and annual financial statements
of the Company by reviewing and challenging, where necessary,
the actions and judgements of the Investment Manager;

= To meet with the ndependent Auditor of the Company to review ther
proposed audit programme of work and the subsequent Audit Report
and to assess the effectiveness of the Audit process and the levels
of fees paid n respect of both audit and non-audit work,

+ To make recommendatons to the Board mn relation to the appontment,
re-appomtment or removal of the Auditor, and to negotate ther
remuneration and tenms of engagement on audit and non-audit work,

+ To momstor and rewew annually the external Auditor's independence,
objectnty, effectveness, rescurces and qualification

The Audit Commuttee has approved and mplemented a paolicy on the
engagement of the auditor to supply non-audit services, taking wito
account the recommendations of the Accounting Prachces Board and
does not befieve there to be any mpedimert to the auditor's objectvty
and ndependence All non-audit work to be camed out by the Auditor must
be approved by the Audt Comyrittee n advance The cost of non-audit
sarvices provided by the Auditor for the financial year ended 30 September
2011 was £17,000 {2010 £15,000) as detaied n note 3 to the accounts
and 15 not matenal in nature N the context of these accounts The
Commyttee confims that the non-audit work undertaken by the Company’s
ndependent Auditor satisfies and does not compromuse the tests of the
qualficabon
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The Comimidtee 15 responsibie for ensunng that sutable intemal control
systemns are designed and implemented by the thwd party senace providers
to the Company to prevent and detect frawd and enor and 15 also
responsible for reviewang the effectiveness of such controls. The Board
confimms that there 15 an ongomng process for dentifyng, evahuatng and
managng the significart nsks faced by the Company n ine with the
Financaal Reporteng Council's Internal Control Gusdance to Drrectors (the
Turmbull guedance) and the FRC's Gusdance on Audit Comimttees published
n December 2010 This process has been m place for the year under review
and up to the date of approval of this Report, and accords with the
gudance In parbeutar, t has reviewed and updated the process for
dertifymg and evaluatng the significant nsks affecting the Comparny and
policies by which these nsks are managed The nsks of any falure of such
controts are wentified mn a Aisk Matrx whach s regutarly revewed by the
Board and which identifies the Ekefihood and seventy of the snpact of such
nsks and the controls m place to mnmuse such nsks ocoumng

The followmng are the key components which the Company has i place to

prowde effective iternal control

= The Board has agreed dlearly defined mvestment cntena, which specifies
levels of authonty and exposure frmits and reports on compliance with
these cntena are regularly reviewed by the Board,

* The Investment Manager and Admrustrator prepare forecasts and
management accounts which allow the Board to assess the
Company’s actvities and revew its performance,

= The contractual agreements with the Investment Manager and other
third party service providers, and adherence to them are regulasty
reviewed,

* The Investment Manager's Compliance Officer continually reviews the
Investment Manager’s operabons.

Intermal control systems are designed to meet the Company’s particusar
neads and the nsks to which it 1s expesed They do not eimunate the nsk of
falure to achieve business obyectives and, by ther nature, can only provide
reasonable and not absolute assurance aganst mes-statement or loss.

As netther the Company nor the Group has any employees, the Company
does not have a whistieblowang policy and procedure i place The
Compary delegates s man functions to therd party prowders each of
whom report on therr polices and procedures to the Audit Commuttee

Environmental, Soclal and Community Issues

The Company considers It a primary duty to act in the best financsal
interests of ts shareholders and to achteve good financsal returns consistent
with an acceptable level of nsk. The Company necogruses that non-financial
iIssues, such as social and ermaronmental Issues, can have an economic
impact and that any comgany run in the long-term nterests of ts
shareholders will need to manage effectively relabonships with its
employees, suppliers and customers, 1o behave ethucally and to have
regard to the ermaronment and society as a whole 'Whilst the Company has
no empioyees, & a mnonty shareholder m its underdymg mvestments and
invests in a vanety of regions with varyng degrees of poliical and comorate
govermance standards, whxch kmuts the extent to whsch it can nfluence
emvionmental, social and community issues, the investment manager wall
take these factors into accourt as part of any mvestment decssion Where
the Boand deemns an issue to be of mportance or senstmaty # may, through
the ovestmernt manager, use its votng nghts and contact with seror
executives of an mvestes compary 10 make 1S vwews Known

Stewardship Policy

In pancple, the Board delegates investee company commurcation

and vating to the Investment Manager, 1o be managed as part of the
nvestment management process The Board has revewed the Investment
Manager's Stewaridship Policy, which includes its Corporate Govermance
and Votmg Gundelines, and s pubitished on the Investment Managers
web-site www assetvaiueinvestors com

Anti-Bribery and Cormuption Policy

The Company had adopted an Ant Bribery and Cormupbion Policy and has
reviewed the statements regarding compliance with the Bribesy Act 2010
by the Company's Investment Manager and key service provders
Henceforth these statements will be revewed annually by the Management
Engagement Commuttee

Creditor Payment Policy

The Company’s payment policy 1s to settle imnvestment transacbons n
accordance with market practice and to ensure settlement of supplier
voices M accordance with stated tems The Company did not have
any trade creditors at the year end {2010~ Nil)

Statement of Directors’ Responstbilities

The Dwectors are responstbie for prepanng the Annual Report and the
Group and Company financal statements in accordance with applicable
United Kingdom faw and regulations. Company [law requires the Deecters
to prepare Group and Company financial statements for each financtal
year Under that law they are required to prepare Group financial
staterments m accordance with those international Financial Reporting
Standards wiech have been adopted by the EU ("IFRS”) and have elected
to prepare the parent Company financial statements on the same basis
They are also responsible for ensunng that the Annual Report ncludes
mformation required by the Rules of the UK Listing Authonty

The Group and Company financial statements are required by law and
IFRS to present farty the financial posibon of the Group and Cormpany arxd
the financial performance and cash flows of the Group and Company for
the relevant penod The Companses Act 2006 (CAct™) prowdes, in refation
to such financsal statements, that references in the relevant part of that Act
to financal statements gvng a true and far view are references to ther
aclweving a farr presentabon in prepanng the Group and Compary
financial staternents the Dwectors am equered to

= select sutable accountmg polices and apply them consistently;

* make judgements and estimates which are reasonable and prudent,

* state whether the financial statements have been prepared n
compliance with [FRS, subject to any matenal degartures disclosed and
explaned theremn,

« prowde addihonal disclosures where compliance wath the specific
requrements of IFRS are conswdered to be msufficient to enable users to
understand the wnpact of particular transactions, events and condtions
on the financal poston and peromance, and

¢ prepare financial statements on a gong concemn bass unless s
nappropnate to presuma that the Group or Company will contnue n
business




33  Brizh Emgere Secunbes and General Trust pic

Annual Report & Accounts 2011

Financial statements of the Company are published on the Comparny's
webstte at www briish-empire co uk. The Deectors are responsible for
ensunng the mamntenance and mtegnty of the infformation relatng to the
Company published on this website Legsslabon m the Unsted Kingdom
govemning the preparaton and dissasmnation of financial statements may
differ from legssiation m other amsdichons.

The Duectors are also responsible for ensunng that the Company complies
with the provisions of the Listing Rules and the Drsclosure Rules and
Transparency Rules of the UK Listing Authonty which, with regard o
corporate governance, require the Company to disclose how it has applied
the prnciples, and complied with the prowisions, of the comporate
govemance cogde applcable to the Company

Disclosure of information to the Audtor

The Drrectors who held offics at the date of approval of the Report of the
Dwrectors confirm that, so far as they are aware, there s no refevant audit
nformabon of which the Company's Auditor 15 unaware, and each Director
has taken all of the steps that he ought to have taken as a Dxrector to
make himsetf aware of any relevant audit information and establish that
the Company’s Auditor 1s aware of that mformation

Gomg Concern

The Dwectors have carefully reviewed the Company’s curment financial
resources and the prosected expenses of the Group for the next 12
months. On the basis of that review and as the majonty of net assets are
sacures winch are traded on recognised stock exchanges, the Directors
are satisfied that the Company’s resources are adequate for contmuing n
business for the foreseeable future and that it 1s appropnate to prepare the
Group's financial statements on a gong concem basts.

Declaration

The non-executive Directors listed on pages 20 and 21, beng the persons

responsible, hereby confsm to the best of therr knowledge:

* that the financia! statements have been prepared in accordance with
applicable accounting standards and give a true and far view of the
assets, kabilites, financial postbon and profit or loss of the Group, and

» tha Management Report {which compnses the Chamman's Statement
and the Investment Manager’s Review} includes a far revew of the
development and performance of the business and the posthon of the
Group together with a desscrnphon of the pnncpal nsks and uncertanbes

that the Group
o

By Crder 6f the

I4
TR Smuth
for and on behalf of
Phoerix Admunistration Services Uimited

Secretary
11 November 2011

Registered Office

Spangfield Lodge

Colchester Road

Chelmsford, Essex CM2 5PW
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Consolidated Statement of Comprehensive Income
of the Group for the year ended 30 September 2011

2011 2011 2010 2010
Revenue Cagputal 201 Revenwue Capital 2010
retum retum Total refurn etum Totad
Notes £ 000 £000 €000 £000 £ 000 £ 000
Income
Investment income 2 25,929 - 25,929 19,535 - 19,535
{Losses)/gans on investments held at far value 8 - {91,472) 91,472) - 97,769 97,769
Gains on forward cuency contracts
held at far value - - - - 1,952 1,952
Gams/flosses) on Equrtes tndex Stock 2013
held at far value - 145 145 - {1,635) (1,635)
Exchange losses on cumency balances - {1,639) 1,639) - {2.519) 2,.519)
25,929 {92,966) (67,037) 19,535 95,567 115,102
Expenses
Investment management fee 3 2471 2,471) 4,942) 2,187) {2,187 4,374)
Performance fee 3 - - - - 170 70}
Back VAT on management and performance fees 3 111 69 180 231 165 386
Other expenses (Inchuding tmecoverable VAT) 3 (1,194) - (1,194) (1.114) {1 {1.115)
Profit/(loss) before finance costs and tax 223715 (95,368) {72,993) 16,465 93,374 109,839
Finance costs 4 {2,116) Yy 2,123) 2,338) 1G] (2.345)
Profit/(loss) before taxation 20,259 {95,375) {75,116) 14,127 93,367 107,494
Taxation 5 (1,854) 11 {1,843) (1,415) 8 {1.407)
Profit/Joss) for the year 18,405 {95,364) {76,959) 12,712 493,375 106,087
Eamings per Ordmary Share 7 11.50p {59 57)p (48.07)p 794p 58 33p 66 27p

The Company did not have any ncome or expense that was not included m profit/(oss) for the year Accordingly, the "Profit/lloss) for the year”™ s also the
“Total comprehensive mcome for the year™, as defined in LAS 1 {revised) and no separate Staterment of Comprehensive Income has been presented

The total column of this statement 15 the profit and loss account of the Group The revenue return and capital retum columins are supplementary to this
and are prepared under the gudance published by the Associahon of Investment Compardes

All temms m the above statement denve from continuing operations
All ncome s attributable to the equity holders of Batish Empire Secunties and General Trust pic There are no minonty mnterests

The accompanying notes are an mtegral part of the financial statements
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Consolidated and Company Statements of Changes in Equity
for the year ended 30 September 2011

Onfinary Capital

share redermnpton Share Caprtal Merger Revenue

capetal resenve premum raserva reservae esenve Totad

£'000 £000 £'000 £'000 £'000 £ 000 £'000
Group
For the year ended 20 September 2010
Balance as at 30 September 2009 16,008 2,927 28,078 622,927 41,406 23,842 735,188
Total comprehensve income for the year - - — 93,375 - 12,712 106,087
Ordinary dindends paid {see note 6) - - - - - (9.604) (9,604)
Special dwdend paid (see note 6) - - - - - {2.001) (2,001)
Batance as at 30 September 2010 16,008 2,927 28,078 716,302 41,406 24,949 829,670
For the year ended 20 September 2011
Balance as at 30 September 2010 16,008 2,927 28078 716,302 41,406 24,949 829,670
Total comprehensive mcome for the year - - - {95,364) - 18,405 {76,959)
Ordinary divdands pad {(see note 6} - - - - - {12,326) (12,326)
Special dvidend paid (see nota 6) - - - - - - -
Balance as at 30 September 2011 16,008 2,927 28078 620,938 41,406 31,028 740,385
Company
For the year ended 30 September 2010
Balance as at 30 September 2009 16,008 2,927 28,078 624,701 41,406 22,068 735,188
Total comprehensive mcome for the year - - — 93,372 - 12,715 106,087
Ordinary dwdends pad (see note 6} - - - - - (9,604} (9,604)
Special dmdend pad (seo note B) - - - - - (2,001} {2,0071)
Balance as at 30 September 2010 16,008 2,927 28,078 718,073 41,406 23,178 829,670
For the year ended 30 September 2011
Balance as at 30 September 2010 16,008 2927 28,078 718,073 41,406 23,178 829,670
Total comprehensive ncome for the year - - - (95,367) - 18,408 {76,959)
Ordinary dmderxds pad (see note 6} - - - - - {12,3226) {12,326)
Specal dvdend paid {see note 6) - - - - - - -
Balance as at 30 September 2011 16,008 2,927 28078 622,706 41,406 29,260 740,385

The accomparymg notes are an ntegral part of the financsal staterments
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Consolidated and Company Balance Sheets

as at 30 September 2011
Comperty Group
201 2010 2011 2010
Notes £'000 £000 £'000 £000
Non-current assets
Investments held at fair value through profit or 0ss 8 758,889 855,904 758,871 853,883
Current assets
Other recervables 10 3819 2,686 3,820 2,687
Cash and cash equivalents 5,660 6018 5,662 6,020
9,479 8,704 9,482 8,707
Total assets 768,368 864,608 766,353 862,590
Current liabilihes
Other payables k! {6,238) {4,356} (4,223) (2.338)
10%/g per cent Debenture Stock 2011 12 - {8.484) - (8.484)
Total assets less cumrent Liabilies 762,130 851,768 762,130 851,768
Non-current hiabilities
8'/s per cent Debenture Stock 2023 12 (14,914) (14,907) {14,914) {14,907
Equibes Index Stock 2013 hekd at far value through profit or loss 12 {6,795) {7.144) (6,795) (7.144)
Prawsion for deferred tax 13 (36) (47) (36) (47
Net assets 740,385 820,670 740,385 829,670
Equity attributable to equity Shareholders
Ordinary share capital 14 16,008 16,008 16,008 16,008
Capital redemption reserve 15 2,927 2927 2,927 2,927
Share premum 15 28,078 28,078 28,078 28,078
Capital reserve 15 622,706 718,073 620,938 716,302
Merger reserve 15 41,406 41,406 41,406 41,406
Revenue reserve 15 29,260 23,178 31,028 24,949
Total equity 16 740,385 829,670 740,385 829,670
Net asset value per Ordinary Share — basic 16 462.51p 51828p 462.51p 518 28p
Number of shares in issue 160,080,089 160,080,089 160,080,089 160,080,089

The financial statements on pages 34 to 54 were approved by the Board of Directors and were authonsed for issue on 11 November 2011 and were
signed on s behalf by
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Consolidated and Company Cash Flow Statements
for the year ended 30 September 2011

Company Group
2011 2010 2011 2010
Notes £000 £7000 £ 000 £ 000
Net cash inflow from operating activities
{Lossyprofit before taxation (75,116) 107,494 {75,116) 107,494
(Gains)iosses on Equities Index Stock 2013 held at tar value {145) 1,635 {145) 1,635
Reafised exchange losses on currency balances 1,639 2519 1,639 2519
Lossaes/{(gans) on mnvestments held at far value through profit or loss 91,475 (97.766) 91,472 {97,769)
Purchases of onvestrments {628,817 (855,586) (626,817) {855 586)
Sales of nvestrments 634,405 856,931 634,405 856,931
(Increase)/decrease n other recesables 219) 1,694 {219) 1,694
Decrease n creditors (322 2,139 {319) {2.136)
Taxation 2,612 {1,705) {2,612) {1,705)
Amortsation of Debenture issue expenses 7 7 7 7
Net cash inflow from operating activities 22295 13,084 22295 13,084
Financmg activibes
Dmdends paxd 6 (12,326) {11,605) {12,326} {11,605)
Buyback of Equibies Index Stock 2013 12 {2049) 77 (204) (arn
Redempticn of 10%/s per cent Debenure Stock 2011 12 8,484) - {8,484) -
Cash oulflow from financing activities {21,019 {11,782 (21,014) (11,782)
Increase in cash and cash equivalents 1,281 1,302 1,281 1,302
Exchange moverments {1,639) {2,519) {1,639) (2,519)
Change in cash and cash equivalents {358) {1.217) (358) 1.217)
Cash and cash equivalents at beginrung of year 6,018 7,235 6,020 7,237
Cash and cash equivalents at end of year 17 5,660 6,018 5,662 6,020

The accompanywing notes are an ntegral part of the finanaal statements
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Notes to the Accounts

1. Accounting policies

The financial statements of the Group and the Company have been prepared n accordance with Intemational Financal Reporting Standards (IFRS”) as
adopted by the European Unsien  These compnse standands and interpretations approved by the Intemational Accounting Standards Board (MASB"),
together with mterpretabions of the Intemational Accounting Standards and Standing Intespretations Commettee approved by the Internabonal Accourttng
Standards Committee (IASC") that remain in effect, 1o the extent that IFRS have been agopted by the European Union

The tunctional currency of the Group s pounds sterling because this s the cumency of the pamary economic enviionment m which the Group operates
The financtal statemants are also presented in pounds stering rounded to the nearest thousand, except where otherwise indicated

(a) Basis of preparabion

The pnncipal accounting policies adopted are set out helow Where presentatonal gusdance set out m the Statement of Recommended Prachce
{"the SORP") for mvestment trusts 1ssued by the Assocaton of investment Compames {“the AIC") m January 2009 1s consistent with the requirements
of IFAS, the Directors have sought to prepare the financial statements on a basts compliant with the recommendations of the SORP

{b) Adoption of new and revised standards
At the date of authonsation of these financial statements, the folowing Standards which have not been apphked n these fnancial staterments were m
1ssue but were not yet effective (and in some cases had not yet been adopted by the EU)

Effectve for penods
internabonal Accountng Standards (IAS/FRS) begnning on or after
IAS 24 Related Party Desclosures (revised 2009) 1 January 2011
IFRS 7 Amendments enhancing disclosures about transfers of financial assets 1 Juty 2011
IFRS 9 Financial Instruments  Classificaton & Measurement 1 January 2013
IFRS 10 Consoidated Financial Statements 1 January 2013
IFRS 11 Joint Alrangements 1 January 2013
IFRS 12 Drsclosure of Interest i other Entrhes 1 January 2013
IFRS 13 Far-Value Measurement 1 January 2013

{c) Basis of consolidation

The conscldated financial statements incorporate the financial statements of the Company and entibes controlied by the Company {its subsidiary) made
up to 30 September each year Control is achieved where the Company has the power to govern the financial and operating polices of an entity so as to
obtan benefits from fs actvibies. Al mtra-group transactions, balances, ncome and expenses are einmated on consolidation

As permitted by Saction 408 of the Comparres Act 2006 no Company Statement of Comprehensive Income has been prepard

(d) Presentahon of Statement of Comprehensive Income

In order to reflect better the actvibes of an svestment trust company and mn accordanca with guadiance issued by the AIC, supplernentary niformahon
whuch analyses the Statement of Comprehensive Income between rtems of a revenue and capital nature has been presented alongside the Staterment
of Comprehensve Income In accordance with the Company’s status as a UK investment company under Section 833 of the Comparies Act 2006, net
capttal retusms may not be distributed by way of dvidend  Additionally, net reverwe 15 the measure the Drectors belleve appropnate in assessing the
Company’s comphance with certain requrements set out N Section 1159 of the Corporation Tax Act 2010 (formerty Section 842 of the Income and
Corporaton Taxes Act 1988)

{e} Use of estimates

The preparation of financial statements requires the Group to make estmates and assumpbons that affect tems reported In the balance sheet and
Consolidated Statement of Comprehensive Income and the disclosure of contingent assets and liabilibes at the date of the financial statements
Although these estmmates are based on best knowledge of current facts, crcumstances and, to some extent, future events and actons, the Comparny's
actual results may ultenately differ from those estenates, possibly ssgnficantly Unquoted Equety mvestrnents that the Group holds are not traded and as
such the pnces are more uncertam than those more widely traded secunties The unquoted mvestments are valued by reference to valuation techniques
approved by the Drectors and n accordance with the IPEV gudelines as described i note 1(1}

{f) Income

Dwidends recervable on equity shares are recogrised as revenue for the year on an ex-gdvidend basis. Where an ex-dmdend date s not avaiable,
dmdends recerved on or before the year end are treated as revenue for the year Interest mcome 1s accrued on a time basss, by reference to the pancipal
outstanding and at the effective miernest rate appicable, whiach 1s the rate that discounts estmiated future cash recepts through the expected Bfe of the
financsal asset to the asset's net camying amount Interest recervable from cash and short-term deposits 1s accrived to the end of the year
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{q) Expenses

Al expenses and nterest payable are accounted for on an accruals basis Expenses have been charged to revenue except as folows

¢ The base management fee has been alocated 50% to revenue and 50% to capital within the Consolidated Statement of Comprehensive Income
The performance element of the management fee s charged 100% to capital within the Consoldated Statement of Comprehensve Income,

= Expenses which are incidental to the purchase or sale of an nvestment are recogresed withm the Consolidated Staterment of Compiehensive Income as
a capital tem,

* Expenses are presented as capital where a connection with the maintenance or enhancement of the value of mvestments can be demonstrated

(h) Taxahon
The tax expense represamnts the sum of the tax cumently payable and defermed tax

The tax curently payable 1s based on the taxable profit for the year Taxable profit differs from profit before tax as reported m the Consolidated Statement
of Comprehensive Income because it excludes tems of mcome or expense that are taxable or deductible m other years and #t further excludes items that
are never taxable or deductible The Group's ability for curment tax s calasated using tax rates that were enacted or substantially enacted by the
balance sheet dale

In ine with the recommendabons of the SORP, the alocabon method used to calculate tax relfief on expenses presented against capdal retumns i the
supplementary information m the Consolidated Staternent of Comprehensive Income s the "margmal basss™ Under this basss, f taxable income 1s
capabile of being offset entirely by expenses presented m the revenue return colurnn of the Consolidated Statement of Comprehensive Income, then no
tax rebef s trensferred to the capral return column

Deferred tax s the tax expected to be payable or recoverable on differences between the camying amounts of assets and liabilites m the financal
statements and the comesponding tax bases used in the computation of taxable proft and 15 accounted for using the balance sheet habity method
Defermed tax Eabdibes are recogresed for afl taxable temporary differences and defermed tax assets ane recognised to the extent that it 1s probable that
taxable profits wil be avaiable aganst wiwch deductble temporary differences can be utiised Deferred tax s charged or credited m the Consolidated
Statement of Comprehensive Income, except when it relates to tems charged or credited directly to eqquity, m which case the deferred tax 1s also dealt with
withmn equity

Investment trusts winch have approval as such under Section 1158 of the Corporation Tax Act 2010 (formerly section 842 of the Income and
Corporation Taxes Act 1988) are not liable for taxahon on captal gams

() Investments held at fair value through profit or loss
When a purchase or sale 1s made under a contract, the terms of which require defivery wathin the timeframe of the relevant market, the nvestments
concermed are recognised or derecogrised on the trade date

In accordance wath IFRS recognibon and measurerment prancplas, all the Group's mvestments are classified as svestments designated at far vatue
through profit or loss and are descnbed m these financial statements as mvestments held at far vatue

Al nvestments are designated as held at far value upon nial recognsbon and are measured at subsequent reporting dates at far value, which s erther
the ad pnce or the last traded pnce, depending on the convention of the exchange on which the twestment s quoted

Far values for unquoted nwvestments, or investments for which the markent s nactive, are established by usmg vanous valuahon techniques in
accordance with the Intematonal Prvate Equaty and Venture Capital Valuation Gudelines. These may include recent amm's length market transachons,
the current fair value of another nstrument which s substantally the same, discounted cash flow analysss and option pnaing models Where theres a
vahuabion techmque commonty used by market parberpants to pnce the instrument and that techraque has been demonstratad to prowde reSable
estrnates of pnces obtamed in actual market transachons, that techrique s utlised Where no refiable far value can be estmated for such mstruments,
they are camed at cost subyect to any provsion for impamment.

Investments held by the subsidiary undertaking are classified as “held for tradng” and are valued at tar value n accordance with the policies above
for Bsted and uniisted hokfings Profits or losses on mvestments “held for trading® are taken to revenue

Forexgn exchange gams and losses for farr value through profit or loss on rvestments are ncluded withm the changes mn thesr farr vatue
© Movements in far value

Changes m far vatue of nvestments not designated as held for trading are recognised in the Consolidated Statemen! of Comprehensive Income as a
capital tem On disposal, realised gans and losses are ako recogmsed in the Consolidated Staternent of Comprehensave Income as captal tems
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Notes to the Accounts
contnued

{K) Cash and cash equivalents
Cash compnses cash i hand and at bank and short-termn deposits. Cash equavalents are short-tenm, highty iqusd investrnents that are readily convertible
to known amounts of cash and are subyect 1o an insignificant nsk of changes in value

{) Dwvidends payable
Intenm and final dwvdends are recogrused 1n the penod n which they are pad

(m) Foreign currency translation

Transachons in currencies other than sterfing are recorded at the rates of exchange prevaiing on the date of the transacbon Monetary tems that are far
valued and are denominated m foreign cunrencies are retranstated at the rates prevaifing on the balance sheet date Foreign exchange differences ansing
on translation are recognised in the Consolidated Statement of Comprehensve Income

{n) Equrities Index Unsecured Loan Stock 2013

In accordance with IFRS recognition and measurement pnnciples, the Equities Index Unsecured Loan Stock 2013 s classified as a financal Eabiity
designated at tar value through profit or loss and i1s valued at the closing offer pnce Changes in its far value are recogrused in the Consolidated
Statement of Comprehensive Income as a capital tem On cancellation, gams and losses are also recogrused through the Consolidated Statement
of Comprehensive Income as capital tems Interest paid on the Index Stock 1s charped to the Consolidated Statement of Comprehensive Income as a
revenue tem

(o) Finance costs

Finance costs are accounted for on an accruals basis and are recognised through the Consoédated Statement of Comprehensive Income as revenue
tems This does not comply with the Statement of Recormnmended Practce for Financial Staterments of Investment Trust Companes, which would require
the finance costs of the Debenture Stocks and the Index Stock to be allocated between revenue and capetal in the same proportions as the Management
Fee However, the Directors consider that the treatment adopted, which 1s consistent with previous years, Is the most appropnate given the Bquidity of
the Company and the nature of the Index Stock. Had the Company complied with the Statement of Recommended Practice, the result would have been
an mncrease in revenue of £1,058,000

{p) Debenture pncing

The 8V/e per cent Deberture Stock 2023 1s valued at amorbised cost under the effective Interest method and secured by a floating charge over all assets
of the Company Costs m refation to amanging the debt finance of the 8'/; per cent Debenture Stock 2023 have been capialised and are amortised
over the tenm of the finance Further detatls of the Debenture Stock are disclosed m notes 12 and 18

(q) Capitat Reserve

Capital reserve — other The following are taken to this reserve

* Gans and losses on the disposal of mvestments,

« Gans and losses on Equsbes Index Stock 2013,

» Amortisabon of Issue expenses,

» Exchange difference of a capital nature,

» Expenses, together with the retated taxabon sffect, alocated to thas reserve in accordance with the above polices. and
Capial reserve — mvestment holdng gams The following are taken to this reserve

= Increase and decrease In the vakation of nvestments held at the year end

(N Segmental reporting
The Drrectors are of the opmon that the Group 1s engaged m a single segment of busmess, being the Investment busmess Consequently, no business
segmental analysss 15 provded
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2. Income 2011 2010
£ 000 £'000
Income from investments
Listed mvestments 25,788 19,520
Other income
Deposit interest 1 15
Interest recened re VAT refunds on management fees 130 -
141 15
Total income 25,929 18,535
Income from investments:
Equity securthes 23,576 17,094
Fixed miterest secunties 2,212 2,426
25,768 19,520
Total income comprises:
Deadends 23,576 17,094
Irterest 2,353 2,441
25,929 19,535
3. Management fee and other expenses 2011 2011 2010 2010
Reverwe Capital 2011 Revenua Capital 2010
etum retum Total return retum Total
£ 000 £'000 £ 000 £000 £ 000 £'000
Management fee! 2471 2411 4,942 2,187 2,187 4374
Performance fee - - - - 170 170
Back VAT on management fee (see note 18) {111) (69) (180) 231) {165} 396)
2,360 2,402 4,762 1,956 2,192 4,148
Other expenses
Drrectors’ emoluments — fees 120 - 120 102 - 102
Auditor's remuneration — audit 23 - 23 19 - 19
— taxaton 9 - 9 3 - 3
- other services to the Group 8 - 8 12 - 12
Marketing costs 176 - 176 202 - 202
Prnting and postage costs 73 - 73 73 — 73
Registrar fees 9% - 296 92 - g2
Sub-custodian fees 304 - 304 257 - 257
Imecoverabie VAT 9 - N 67 - &7
Other expenses 294 - 294 287 1 288
1,194 - 1,194 1,114 1 1,115

Net of the fee of £37,000 pad to Phoenx Administrabon Services Limited for company secretanal services

For the year ended 30 September 2011, the fee calculated 0 accordance with the Investment Management Agreement amounited to 0 6%

Any out-performance n excess of the cap of 1% or under-performance n any year will be camed forward for use mn the next three years fee calcutahons
on a first-n first-out basis There 15 an under-performance of 4 6639% to be camed forward for the penod ending 30 Septermber 2012

Bnet detalls of the Investment Management Agreement and fees are contamed in the Report of the Drectors
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Notes to the Accounts
continued

4. Finance costs

2011 2011 2010 2010
Reverwe Caprtal 2011 Reverwe Capaat 2010
return retum Total retum refm Toat
£'000 £000 £'000 £'000 € 000 £ 000
Bank overdraft interest - - - 10 - 10
Interest on cother ioans 2,116 - 2116 2328 - 2,328
Amortsation of Debenture 1ssue expenses - 7 7 - 7 7
2,116 T 2123 2338 7 2,345
5. Taxation 2011 2011 2010 2010
Revernwe Capaial 2011 Revenue Capiad 2010
retumn return Totat retum retum Total
£000 £'000 £000 £000 £ 000 £000
a) Analysis of charge in year
Corporabon tax - - - - - -
Foreign withholding tax 3,045 - 3,045 2,133 - 2,133
Overseas tax reclamable {1,185) - (1,185) (718} - 718)
Pror year adjustment 6) - (6) - - -
Total current tax for penod {sea note 5(b)) 1,854 - 1,854 1415 - 1.415
Deferrad tax - {11) {11) - 8) ®
Total deferred tax for year - {1) {17) - 8) [t:1]
Total tax for year 1,854 {11) 1,843 1,415 8) 1,407
(b} Factors affectng current tax charge tor the period
The tax assessed for the penod 1s the standard rate of corporabon tax in the UK for a large company 27%” {2010 28%)
2011 2010
£ 000 £000
(Loss)profit before tax {75,116) 107,494
Corporabon tax at 27%" (2010 28%) {20,281) 30,098
Eftects of
Caprtal losses/{gains) not subject to tax 25,140 {27.216)
Revaluation of Equites Index Stock 2013 8 B
Non-taxable UK divdends {43) (195)
Non-taxable overseas divdends {5,323) {4,501)
Overseas tax suffered 1,860 1,415
Movement 1n unutiised management expenses 1,499 1,89%
Pror year adstment (5] -
Movement in defarmed tax an ]
Total tax charge for the penod (note S{a)) 1,843 1,407

‘Under the Fnance Act 2011, the rate of Corporation Tax was lowered to 26% from 28% on 1 Aprit 2011 An average rate of 27% 15 apphicable for the

year ended 30 September 2011



43 British Empere Securibes and General Trust pic

Anral Bepat & Accounts 2011
6. Dividendds 2011 2010
£'000 £000
Amounts recognised as distributions to equity holders m the year
Final drdend for the year ended 30 September 2010 of 5 70p (2009 — 4 20p) per Ordmary Share 9,125 6,723
Special dmdend for the year ended 30 September 2010 of 0 00p (2009 - 1 25p) per Ordinary Share - 2,001
Intenm dmdend for the year ended 30 Septembaer 2011 of 2 00p (2010 - 1 80p) per Ordinary Share 3,201 2,881
12,326 11,805

Set out below are the mtenm, final and special dvdends pad or proposed on Ordinary Shares in respect of the financial year, which 1s the bass on whsch
the requrements of Secbon 1159 of the Corporabon Tax Act 2010 are considerad

Intenm dadend for the year ended 30 September 2011 of 2 00p (2010 - 1 80p) per Ordinary Share 3201 2,881
Proposed final ddend for the year ended 30 September 2011 of 6 S0p (2010 - 5 70p) per Ordinary Share 10,406 9,125
Specal dmdend paid for the year ended 30 Septermber 2011 of 2 00p (2070 — 0 00p} per Ordinary Share 3,201 -

16,808 12,006

Intematonal Accounting Standard (AS) 10 “Events after the Balance Sheet date™ requires dividends to be recognsed m the penod m which they are pad
or approved by shareholders

7. Earnings per Ordinary Share 2011 2011 2011 2010 2010 2010
Revenua Capstal Totad Revenue Capita) Total
Basic 11.50p (59.57p (48.07)p 784p 58 33p 66 27p

The total basic earmings per Ordinary Share 1s based on Group net losses for the financial year of £{76,959,000) 2010 profit £106,087,000) and on
160,080,089 (2010 160,083,089) Ordinary Shares, being the waighted average number of Ordinary Shares in tssue dunng the year

The total basic eamings per Ordnary Share figures detaled above can be further analysed between revenue and capital, as below

The basic revenue eamengs per Ondmary Share s based on Group revenus after taxation for the financial year of £18,405,000 (2010 £12,712,000} and
on 160,080,089 (2010 160,080,089) Ordinary Shares, bemg the wesghted average number of Ordinary Shares n issue dunng the year

The basic capital eamngs per Ordimary Share s based on Group net losses for the financsal year of £{95,364,000) (2010 profit £83,375,000) and on
160,080,089 (2010 160,080,089} Ordinary Shares, bewng the wesghted average number of Ordinary Shares n ssue during the year
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8. Investments held at fair value through profit or loss Group Company
Listed Uniisted total Investmend in total
vestments wvestments svestments subsicary nvestments
£'000 £'000 £'000 £'000 £ 000
{a) Securthes
Opening book cost 731,491 4,080 735,571 250 735,821
Openng mvestment holdng gans 116,359 1,953 118,312 1,771 120,083
Operung far value 847,850 6,033 853,883 2.021 855,904
Movements in the year
Purchases at cost 629,021 - 629,021 - 629,021
Sales - proceeds {634,561) - (634,561) - (634,561)
- realised gains on sales 65,079 - 65,079 - 65,079
Decrease m mvestment holding gans {155,490} (1.061) {156.,551) (3} (156,554)
Closing fair value 751,899 4,972 756,871 2,018 758,889
Closing book cast 791,030 4,080 795110 250 795,360
Closing tnvestment holding Josses)/gamns {39,131) 892 {38,239) 1,768 (36,471)
Closing fair value 751,899 4,972 756,871 2,018 758,889

£'000 £°000
{b} Losses on investmesnts
Gans on sales of secunes based on hestoncal cost 65,079 65,079
Movement in nvestment holding kosses for the year {156,551) {156,554}
Net losses on nvestments {91,472) {91.475)
(c) Transaction costs

Investment transaction costs on purchases and sales of investments dunng the year to 30 September 2011 amounted to £743,000 and £615,000
respecively (2010 £823,000 and £708,000 respectvely)

9. Subsidiary undertaking Country of Proportion of norrunal value of essued
Prncapal ncorporabon Descrpton of shares and votng nghts heldd by
Name of undertalang actnity and operahon shares held Compary (%) Group (%)

BEST Secunties Umited Deating Subsadiary England Ordinary 100 100
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10. Other receivables Cormparny Goup
2011 2010 2011 2010

£000 £ 000 £ 000 £000

Sales for future settliement 156 - 156 -
Overseas tax recoverable 2,003 1.234 2,003 1,234
Prepayments and accrued income 1,506 1,308 1,506 1,308
VAT recoverable 7 12 7 i2
Other debtors 147 132 148 133
3,819 2,686 3,820 2,687

11. Other payables Comparry Group
2011 2010 2011 2010

£ 000 £'000 £'000 £'000

Purchases for future setiement 3,258 1,054 3,258 1,054
Amounts owed 1o subsadiary undertakings 2,017 2,020 - -
Cther creditors 963 1,282 965 1,284
6,238 4,356 4,223 2,338

12. Current andd non-current habilibes: Debenture Stock and Equities index Stock Group and Company
M 2010

€000 £000

10%s per cent Debenture Stock 2011 - 8,484
8/ per cent Debenture Stock 2023 14914 14,907
Ecquties Index Stock 2013 6,795 7.144
21,709 30,535

The movement on the BY; per cent Debentune Stock 2023 represents the amortisaton of issue expenses The market value of the Debenture Stock as at
30 September 2011 was £18 4 milien (2010 £29 4 mulion} The effect on the net asset value of deducting Debenture Stocks at market value rather than

par 1s disclosed in note 18

The mad-market pnce of the BYa per cert Debenture Stock 2023 as at 30 Septernber 2011 was 122 50p

The Debenture Stock s secured by a fioatng charge over all the assets of the Company

In accordance with the prowisions of the Trust Deed goverming the Debenture Stock, on 2 July 2011 the Company repaid the prncipal amount
outstanding of the 10°/a per cent Debenture Stock at par to stockhokders on the regrster at the close of business on 24 June 2011, together with

accrued nterest for the 6 months to 2 July 2011

Dunng the year, 80,000 (2010 77,703) wruts of Index Stock wera bought back by the Company for cancellation, at an average pnce of 255 00p

{2010 227 59p) per und, leaving 2,426,754 (2010 2,506,754) urits in ssue at the year end The consaderation paxd was £204,000 (2010 £176,847)

The mud-market price of the Index Stock as at 30 September 2011 was 255 00p
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Notes to the Accounts

continued
13. Prowvision for deferred tax
The amounts of defested taxation prowded m the financal staternents are set out below
Gsoup and Company
2011 2010
£'000 £ 000
Proviced
In respect of the ongination and reversal of temporary difierences (gh}] (8)
The movemerit n the prowvision for defemred taxation 1s as follows
Opening balance a7 S5
Charge to capital account (a1 (8)
Closing balance 36 a7
201 2010
£ 000 £'000
The deferred tax provision s made up as follows
Equities Index Unsecured Loan Stock 2013 36 47
14. Called-up share capital Group end Companty
2011 2011
and 2010 and 2010
Shares £000
Ordinary Shares of 10p each
Authonsed 245,000,000 24,500
Allotted, called-up and fully paid:

At 30 Septernber 2011 and 30 September 2010

160,080,089

16,008
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15. Reserves Capital Share
redempon preTTsem Capital Merger Revenue
reserve account reserve Teseve reserve
£'000 £ 000 £ 000 £000 £000
Group
At 1 Cctober 2010 2927 28,078 716,302 41,406 24,949
Exchange losses - - {1,639) - -
Losses on mvestments heid at far value - - {91,472 - -
Gans on Index Stock - - 145 - -
Amortisabon of Debenture issue expenses - - [14] - -
Management fee charged to capital - - 2,471) - -
Back VAT due to capital - - 69 - -
Deferrad tax charge to capital - - 1" - -
Ordinary dwdends pad - - - - (12,326)
Revenue profit for the year - - - - 18,405
At 30 September 2011 2927 23,078 620,938 41,406 31,028
Capstal Share
redemption premasm Capital Merger Reverrue
reserve aoCoRaTt reserve reserve reserve
£ 000 £ 000 £000 £'000 £'000
Company
At 1 October 2010 2927 28,078 718,073 41406 2,178
Exchange losses - - {1,639) - -
Losses on mwvestments held at far value - - {91,475) - -
Gamns on Index Stock - - 145 - -
Amortisation of Debenture Issue expenses - - [t4] - -
Management fee charged to capital - - (2,471) - -
Back VAT due to capdal - - 69 - -
Deferred tax charge to capital - - 1" - -
Ordinary dvidends paxd - - - - {12,326)
Revenue profit for the year - - - - 18,408
At 30 Septemnber 2011 2,927 28,078 622,706 41406 29,260
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Notes to the Accounts
contnued

16. Net asset value

The net asset value per share and the net asset value attributable to the Ordinary Shares at the year end are calculated i accordance with thesr
enttiements in the Arbcles of Association and were as folows

Net asset vaue

per Shama attriwtable

Group and Gompany

2011 2010

p o]

Ordmary Shares {basic) 462.51 51828

Net asset value

attributable

Group and Company

201 2010

£'000 £000

Crdmnary Shares (basic) 740,385 829,670
The movernent dunng the vear of the Group assets attributable to the Crdmary Shares was as folows.

2011 2010

Ordinary Owfnary

Shares Shares

(basic) {basc)

£'000 £'000

Total net assets athibutable at begnning of year 829,670 735,188

Total comprehensive mcome for the year {76,959) 106,087

Drvidends appropnated n the year {12,326) {11,605)

Net assets attributable at end of year 740,385 B29.670

Basic net asset value per Ordmary Share 15 based on net assats and on 160,080,089 (2010 160,080,089) Ordinary Shares bemng the number of
Omdinary Shares in issue at the year end

At the year end the net asset value per Share adjusted to include the Debenture Stock at market value rather than par was 460 35p (2010 514 55p)

17. Analys:s of cash and cash equivalents at end of year A Al
1 October Cash Exchange 30 September
2010 flow movement 20n1
£000 £'000 £000 £'000
Group
Cash at bank and on depost 6,020 1,281 {1.639) 5,662
Company

Cash at bank and on deposit 6,018 1,281 {1,639) 5,660
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18. Financial mstruments and capatal disclosures

Risk management policies and procedures
The investment objective of the Group s to acheeve capxtal growth through a focused portiolic of nvestments, particutarly in comparves whose share
pnces stand at a discount to estimated undertying net asset vakse

The Group's financal instruments comprnse equity and fixed nterest rvestments, cash balances and borowings The Group makes use of bormowings
to achieve wnproved performance in nsing markets. The nsk of borowings may be reduced by raising the level of cash batances or fixed nterest
nvestments held

The Group may also enter into denvative transactons which compnse forward foresgn exchange contracts (the purpose of which 15 to manage cummency

nsk ansing from the Group's nvestmg actnvibes) and quoted ophons on mdices appropnate to sections of the portiodo {the purpose of which s to povwde
protection aganst fafls n the capital values of the holdings) The Group has not used dervatives dunng the current financeal year as part of its mwestment
strategy

The Board sets out its nvestment polcies on page 22

The Board and the Company’s Investment Manager consider and review the number of nsks mherent In managng the Group's assets which are
detaied below

Currency exposure Sterling Ewo CAD uss Other Toral
£'000 £ 000 £000 £000 £°000 £'000

At 30 September 2011
Investments heid at tar value through profit or loss

that are monetary items 55,037 - - 32,096 - 87,133
Other recevables 335 1,046 100 3rs 1,964 3,820
Cash and cash equivalents 5,661 - 1 - - 5,662
Other payables (1,088) (829) - - {2,306) {,223)
85 per cent Debenture Stock 2023 (14,914) - - - - {14.914)
Equities Index Unsecured Loan Stock 2013 (8,795) - - - - 6.795)
Provision for defered tax {36) - - - - (36)
Currency exposure on net monatary tems 38,200 217 10 3247 349) 70,647
Investments held at far value through profit or loss

that are equities 53,248 256,335 79,991 83,180 196,984 669,738

Total net currency exposure 91,448 256,552 80,092 115,651 196,642 740,385
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Sterfing Euro JPY Uss Other Total
£ 000 €000 £'000 £000 £ 000 £'000

At 30 September 2010
Investments held at fair value through profit or loss

that are monetary tems 138,212 - - 36,217 - 174,429
Other recervables 466 807 236 558 620 2,687
Cash and cash equvalents 6,019 - - - 1 6,020
Other payables {1,888} - - - {450) {2.338)
10°%/, per cent Deberture Stock 2011 (8,484} - - - - {8,484)
8'/s per cent Debenture Stock 2023 {14,907} - - - - {14,907)
Equities Index Unsecured Loan Stock 2013 {7.144) - - - - {7.144)
Provision for deferred tax {47) - - - - 47
Cummency exposure on net monetary tems 112,227 807 236 36,775 171 150,216
Investments held at faur value through profit or

loss that are equibes 64,734 253,067 20,645 119,664 221,344 679,454
Total net cumency exposune 176,961 253,874 20,881 156,439 221,515 B29,670

The value of the Group's assets and the 1otal retum eamed by the Company's shareholders can be significantty affected by foreign exchange rate
movements as some of the Group's assats are denommated n currencies other than stering, the curency n which the Company's accounts are
prepared It is not the Group's usual poficy to hedge this nsk Income denommnated in foreign currencies 1s converted to sterfing upon receipt

During the year, the Comparty did not enter into any forward foresgn exchange contracts There wers no open forward foresgn exchange cortracts as at
30 September 2011

Over the year stering strengthened agamnst the Group’s pnncipal iInvesting currences, the Euro by 0 59% (2010 5 49%) and the Canadian Dollar by
0 42% (2010~ wezskened by 5 83%)}, but weakened aganst the Group's remamning pnncipal currency, the US Dollar by 1 14% {2010 1 48%)

A 5% nse or decline of sterfing agamst foreign currency denomunated (i @ non sterling) assets held at the year end would have decreased/increased
the total retum and net asset value by £32,447,000 or 4 38% (2010 £32,636,000 or 3 93%)

Interest rate risk

Interest rate moverments may affect

* the far value of nvesiments i fixed-interest rate secunties,

+ the level of ncome recervable on cash deposis,

* the miterest payable on vanable rate bomowings, and

« the tar value of the Company’s long-term debt m the evertt that the debt 1s repaxd before matunty

The possible effects on far value and cash flows that could anse as a result of changes i nterest rates are taken nto account when making mvestment
decisons. The Company, generally, does not hold signdicant cash balances, with short term bormowings being used when required

The debenture stock, ssued by the Comparty as a planned leval of geanng, pays a fixed rate of nterest and s camed in the Company’s balance sheet at
amortised cost rather than at far value Hence movement n mtenest rates will not affect equity but may have an mpact on the Company's share pnce
and discount/prermum which s not likely to be matenal Further informatbion on the debenture stock 1s shown n note 12

The mterest Eability of the Index Stock moves n accordance with movements n the ncome retums of the FTSE Al-Sham Index This expasure may be
reduced by mvestmg m non-cument assets expected to pertorm i fine with the FTSE AB-Share Index.
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The exposure at 30 September of financial assets and financial Babilibes to mterest rate nsk 15 shown by reference to

= floating interest rates - when the interest rate s due to be re-set,
» fixed nterest rates — when the financtal Instrument 1s due for repayment

At At
30 September 30 September
201 2010
£ 000 £'000
Exposure to floating miterest rates.
Cash and cash equivalents 5,662 6,020

if the above level of cash was mantained for a year, a 1% increase/decrease in UBOR would increase/decreass the revenue retumn and net assets by
£57,000 or 0 04p per share (2010 £60,000 or 0 04p per share)

Exposura to fixed nterast rates.

Investments held at tar value through profit or loss 87,133 174,429
10%/s per cent Debenture Stock 2011 {far value based on market prices) - (9.044)
8'/s por cent Debenture Stock 2023 (far value based on market pnces) (18,375) {20.310)

68,758 145,075

The matunty dates and the norminal mterest rates on the investments held at fair value through profit or loss are shown m the portfolio staterment on
page 17 The weghted average effective interest rate on these investments s 0 86% {2010 3 32%)

The Company’s fixed income portfolio 4t the year end was valued at £87,133,000 {2010 £174,429,000) and t had a modified duration (interest rate
sensitvity}) of approxamately 0 43 years (2010 7 79 years) A 1% ncrease/decrease in relevant market interest rates woukd be expected to
decrease/increase the portfolios value by approximately £239,000 {2010 £13,586,000), a other factors bewng equal

The farr value of the Companys debenture stock at the year end was £18,375,000 {2010 £29,354,000) and it had a modified durabon (interest rate
sensitnty) of approximately 7 3 years (2010- 5 5 years). A 1% ncrease/decrease in LIBOR wouid be expectad to decrease/increase the farr values of the
debenture stock by approxmately £1,349,000 (2010 £1,627,000), all other factors beng equal

Market price risk

The management of market pnce nsk s part of the fund management process and is typical of equity ewvestiment The portfoso 15 managed with an
awareness of the effects of adverse pnce movements through detailed and continuing analysis with the objectve of mavemisng overall returns to
sharsholders Further informnation on the investment portfolio 1s set out on pages 16 and 17

Hf the farr value of the Group’s investments at the year end mcreased or decreased by 10% then it would have had an effect on the Group's capital return
and equrty equal to £75,687,000 or 47 28p per Ordnary Share (2010 £85,388,000 or 53 34p per Ordinary Share}

If the fair value of the Equities Index Unsecured Loan Stock 2013 at the year end increased or decreased by 10% then it would have had an effect on the
Group's capdal return equal to £679,000 or 0 42p per Ordinary Share (2010~ £714,000 or © 45p per Ordinary Share)

Liquidity rsk
The Company’s assets manly compnse reacily realisable secunties which can be easiy sold to meet funding commitments if necessary Unfisted
mvestments in the portfolio are subject to iqudity nsk. The nsk is taken into account by the Directors when amng at therr valuation of these terms
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The remasnng contractual matunties of the Group's financeal lizbdbes at 30 September, based on the earliest date on winch payment can be requeed was
as folows
In more than tn man than In more than

1 year but 2 years but 3 years but
n 1 vear ol more nol more not more
or less than 2 years than3years  than 12 years Tota
£'000 £'000 £000 £ 000 £°000
At 30 September 2011
8'/3% Debenture Stock 2023 {1,219} {1,219) {1,219) (25,666) {29,323)
Equites Index Unsecured Loan Stock 2013 - {6,795} - - (6,795)
Other payables #2235 - - - 4.223)
Defemed tax - {36) - — {36)
5,442 (8,050} (1.219) {25,666) {40,377)
In mose than In mom than In more than
1 year but 2 years but 4 years but
in 1 year not more not mora not more
or less than 2 years than 3 years than 12 years Total
£'000 £000 €000 £'000 £1000
At 30 September 2010
10°%/5 per cent Debenture Stock 2011 {9,144) - - - (9.144)
8/; per cent Debenture Stock 2023 {1,219} (1,219) [1.219) (26,885) (30,542)
Equities Index Unsecured Loan Stock 2013 - - 7144 - 7.144)
Other payables {2.338) - - - {2,338)
Deferved tax - 4n - - (47
{12,701) {1,268) (8,363} {26,885) {49,215)
Crednt risk

Credit nsk 1s mitigated by diversifying the counterparbes through whom the Investment Manager conducts investiment transachons The credt standing
of all counterparbes 15 reviewad penodically with imits set on amounts due from any one broker

The total credit expesure of the Group at the year end as shown on the Balance Sheet was £9,482,000 {2010 £8,707,000) Further details of the Group’s
credit exposure can be found within note 10 to the acoounts

Fair values of financial assets and financial Gabiliies

Except for the Group’s Debenture Stocks measured at amortised cost as shown below, the financial assets and financial habilties of the Group are etther
camed i the balance sheet at ther far valpe (investments and Equities Index Unsecured Loan Stock 2013), or the batance sheet amount 15 a reasenable
approxanahon of fax value (due from brokers, dvidends recervable, accrued income, cash at bank and due to brokers)

2011 2010

Book value Far value Book value Far value

£'000 £000 €000 £°000
10%e por cent Debenture Stock 2011 - - {8,484) {9.044)
8'a per cent Debenture Stock 2023 (14,914) (18,375) {14,907} {20,310}

Market values have been used to determme the far value of the Group's Debenture Stock

The farr value of the Group's unquoted mvestments s measured by the Drectors usmg valuation methodologees m accordance with Intemationa) Private
Equity and Venture Capital Valuation Gudelines
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Valuation of financial mstruments

The Company measures far values using the folowing far value herarchy that reflects the signeficance of the mputs used in makeng the measurernents.
Categonsation witiun the teerarchy has been determined on the bas:s of the lowest level input that 1s sigrificant to the far value measurement of the

relevant assets as folows

= Level 1 - valued using quoted pnces unadiusted in active markets for wdenthical assets or labilibes.
* Level 2 — valued by reference to valuahon techriques using observable nputs for the asset or Eability other than quoted pnces mciuded withn Level 1

* Level 3 - valued by reference to valuabon techniques using mputs that are not based on observable market data for the asset or Eabity

The tables below sat out far value measurements of financal nstrurments as at the year-end, by the level N the far value hierarchy nto which the fair

value measurerment 15 categonsed

Level 1 Level 2 Lovel 3 Total

Financial assets at fair value through profit or loss at 30 September 2011 £'000 £'000 £ 000 £'000
Equety mvestments 658,279 6487 4972 669,738
Fixed witerest beanng secuntes 87,133 - - 87,133
745412 6,487 4972 756,871

Leval 1 Lavel 2 Level 3 Total

Financial liabilities at fair value through profit or loss at 30 September 2011 £'000 £000 £ 000 £'000
Equitres Index Unsecured Loan Stock 2013 {8,795) - - {6,795}
5,795 - - 6,795)

Level 1 Level 2 Level 3 Total

Financial assets at fair value through profit or loss at 30 September 2010 £ 000 £000 £'000 £ 000
Equity investments 666,675 6,746 6,033 679,454
Fixed interest beanng secunties 174,429 - - 174,429
841,104 6,746 6,033 853,883

Leved 1 Leval 2 Level 3 Total

Financial liabilities at fair value through profit or loss at 30 September 2010 £ 000 £°000 £'000 £'000
Equities Index Unsecured Loan Stock 2013 (7,144) - - {7,144)
(7.144) - - (7,144)

The valuation techruques used by the Company are explained i the accounting policies note on page 39 There have been no transfers dunng the year

between Levels 1 and 2

A reconciiiahon of far value measurements in Level 3 s set out below

2011 2010
Level 3 financial assets at fair vatue through profit or loss at 30 September £ 000 _ E'000
Openung farr value 6,033 4,404
Purchases at cost - —
Sales proceeds - 2,007}
Total gains or josses included m gains on mvestments in the Consolidated Statement of Comprehensive Income
—on sold assets - 1,712
— on assets held at the end of the year (1,061) 1,924
Closing far value 4972 6,033

Level 3 vakiahons compnsa mvestments held at Directors’ vabuaton
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Notes to the Accounts
continued

Capital management policies and procedures
The structue of the Company’s capial is descnbed n note 14 and detais of the Company’s reserves ane shown in the statement of changes in eguity on
page 35

The Company's capital management olyectives ang-

* {o ensure that it will be able to contre as a going concemn, and

* to achseve capital growth through a focused portfoio of iInvestments, particudasly i compames whose share pnces stand at a discount to estimated
underlyng net asset vahug, through an appropnate balance of equity capital and debt.

The Board, with the assistance of the Investment Manager, regularty monitors and reviews the broad structure of the Group's capital on an ongong basss.
These reviews ncluce

* the level of geanng, which takes account of the Group’s posihon and the Investment Manager’s views on the market, and

+ the extent to whech revenue In excess of that which s requred o be distributed shouid be retained

The Group's objectives, polcies and processes for managing capital anre unchanged from last year

The Group is subject to externally imposed capital requwements,

a) as a public company, the Company s required to have a mmmum share caprtal of £50,000, and

b} in accordance with the provisions of sections 832 and 833 of the Companies Act 2006, the Company, as an investiment comparny”

{) s only able to make a dividend distribution to the extent that the assets of the Company are equal to at least one and a half imes s kabiities after the
dmdend payment has been made, arnvd

{8) 1s required to make a divdend distribution each year such that 1 does not retam more than 15% of the ncome that it denves from shares and secunbes.

These recquirements are unchanged since last year and the Company has complied with them at all trmes

19. Contingencies, guarantees and financial commitments

In June 2007 the European Coust of Justice ruled that investment management fees should be exempt from VAT, and i earty November 2007

HM Ravenue & Customs decided not to contest that rufing The Board 1s taking steps to reciaurn sich back VAT on mvestment management fees as
it can and has recovered £3,603,575 up to the date of this report For the curment penod 10 30 September 2011, £179,975 has been recovered and
shown withm these financial statements. This has been allocated £110,901 as revenue and £69,074 as capital withn the Consolidated Statement
of Comprehensive Income i Ene with VAT previously wriiten-off on investment management and performance fees peviously charged.

While moest of the Back VAT has now been recovered, the Company will continue to examine methods to recover fuither Back VAT, and interest,
but does not anhcgpate any further signidficant recovery m the near term

At 30 September 2011 the Group had no financial commitments (2010 €nul

At 30 September 2011 the Group had no contingent Eabiity n respect of any investments camying an obigation for future subscrpbon of underwntng
commutments (2010 £nil)

20 Related party disclosure
The related party transaction pursuarnt to the Irvestment Management Agreement with Asset Value Investors Limtted s set out m the Drectors’ Report

on page 24 Management fees for the year amounted to £4,942,000 (2010 £4,374,000) and the performance fee for the year was £nil (2010 £170,000
of whnch £26,000 related to 2009 performance fee)

As at the year end, the fofowmng amounts were cutstanding in respect of management fees. £412,000 (2010 £365,000) and performance fees.
£nil (2010 £144,000)

At 30 September 2011 the Group had a contgent kabiity pursuant to an Indemnity given to Caledona Investments Limited (Caledorsa) i respect of
sumns recered from Caledonma by way of repayment of VAT (the VAT Refund) paxd by the Company between 1991 and 1995 on svestment management
fees to Caledonia, agamst any amounts of VAT (includng any mterest or penathes) for which Caledora 15 lable to repay to HM Revenue & Customs n
respect of the VAT Refund together with all reasonable costs, charges and expenses incurred by Caledona in enforeng its nghits under the Indemndy
The Company's kability under the Indemnity shall not exceed the amount of the VAT Refund receved from Caledona wihnch amounted to £619,178
(inciuding stmple interest of £263,337)
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Directors’ Remuneration Report

Thes Report s prepared in accordance with Schedule 8 of the Large and
Medium-sezed Companies and Groups (Accounts and Reports)
Regutations 2008 The Board of Drectors is compnsed solsly of non-
executve Drectors and the determinaton of Drectors” fees 1s considered

by the whole Board

It 1s the Company's policy to determne the level of Directors’ fees hawving
regard to the level of fees payabie to non-executive Deectors n the
mdustry generally, the role that ndwvdual Drectors fulfl in respect of Board
and Commities responsibilihies and the tme commutted to the Company’s
aftairs The Directors’ fees, winch were last increased wath effect from

1 October 2010 are Chasman £31,860, Charrnan of Audit Comimsttee
£24,780, other non-executiva Directors £21,240 The annual aggregate
fimit on fees payable to the Board of Dwectors under the Company's Arbcles

of Associabon s curently £200,000

No element of the Directors” rermumeration s performance refated, no
Dwector past or present has any entitiernent to pensions and the Compary
has not awarded any share options or long-tenm perfonmance ncentives 1o
any of the Directors. The Drectors” mierests m contractual arangements
with the Company are as shown on page 23 and except as noted in the
Dwrectors’ Report no other Directors were interested in contracts with the
Company dunng the penod or subsequently None of the Drectors has a
servce contract with the Company and no Drector is entitled to

compensaton on leaving office

A resolubon to recenve and adopt the Directors’ Remuneration Report wil

be proposed at the Annual General Mesting

Drectors and Officers Babilty msurance cover s mamtamed by the

Company on behalf of the Directors.

The Company has agmed n ine with market practice to mdemndfy the
Drectors i respect of costs, charges, losses, Babiibes, damages and
expenses, ansing out of any clamms or proposed cagns made for negigenca,
defautt, breach of duty, breach of trust or otherwise, o relatmg to any
appicaton under Section 1157 of the Comparues Act 2006, n connection
with the performance of thesr duties as Drectors of the Company

Total Shareholder return

The chart below ilustrates the total Shareholder return for a hoidang m the
Company's shams as compared to the Mormingstar fnvestment Trust
Gilobal Growth Index, which the Board has adopted as the measure for
both the Company's performance and that of the Investment Manager for

the year

Directors’ emochments (audited information)

The Dwectors who served in the year recerved the following emciuments In

the form of fees
2011 2010
£'000 £000
PSS Macpherson — Charman 319 270
AS Robson 248 2i0
SAR Bates 212 180
RE Blomfield-Smith 212 180
JM May 21.2 180
1203 1020

Sums paid to Third Parties {audited information)

The drector’s fee of £21,240 (2010 £18,000) payable to Mr JM May was
pad to Caledoma Group Senaces Umited m respect of making available

hes services to the Company

Share Price Total Return

vs Momingstar Investment Trust Global Growth Index Total Return

- Five years to 30 September 2011
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Secretary
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Independent Auditor’'s Report
to the Members of Bntish Empre Securbes and General Trust pic

We have audrted the financaal statements of Brtish Empre Secunbes and
General Trust pic for the year ended 30 September 2011 which compnse
the Consolidated Statement of Comprehansive Income, the Consolidated
and Company Statements of Changes m Equety, the Consolidated and
Comparty Balance Sheets, the Consolidated and Company Cash Flow
Statements and the related notes 1 to 20 The financial reportng
framework that has been appled i they preparation s apphcable law and
Intematonal Financial Reportng Standards (IFRSs) as adopted by the
European Union and, as regards the parent company financial staternents,
as appled m accordance with the provisions of the Comparses Act 2006

Thes report 15 made sclely to the company’s members, as a body,

n accordance with Chapter 3 of Part 16 of the Comparnes Act 2006
Ouwr audit work has been undertaken so that we might state to the
company’s members those matters we are requored 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 responsibiity to anyone cther than
the company and the company’s members as a body, for our audl work,
for thes report, or for the opinsons we have formed

Respective responsibilities of directors and auditors

As explaned more fully n the Statement of Drectors’ Responsibilites set
out on page 32, the drectors are responsible for the preparation of the
financial statements and for being satishied that they give a true and far
viaw Our responsibiity 1s to audit and express an opirson on the financsal
statements m accomdance with applicable law and Intermahional Standards
on Auditing (UK and Iretand) Those standards require us ta comply with
the Auditing Practices Board's Ethecal Standards for Auditors

Scope of the audit of the financial statements

An audtt mvolves obtaning evidence about the amounts and disclosures m
the financial staterments sufficient to give reasonable assurance that the
financral staterments are free from matenal messtatement, whether causad
by traud or emor This mcludes an assessment of whather the accourting
policies are appropnate to the group's and the parent company's
arcumstances and have been consistently appied and adequately
drsclosed, the reasonableness of significant accounting estimates made by
the directors, and the overall presentation of the financial staterents

In additon, we read all the financsal and non-financial nformation m the
annual report to dentfy matenal mconsistencies with the audited financial
statements If we become aware of any apparent matenal messtaternents
or mconsistencies wa consider the implicabons for our report

Opinion on financial statements

In our opion

= the financial tatements gave a true and fair view of the state of the
Group's and of the Parent Company's affars as at 30 September 2011
and of the Group's loss for the year then ended,

+ the Group financeat statements have been properly prepared in
accordance with IFRSs as adopted by the European Urson,

¢+ the Parert Company financal statements have been properly preparad in
accordance with [FRSs as adopted by the European Ureon and as
apphed m accordance with the provisions of the Compares Act 2006,
and

» the financial statements have been prepared m accordance with the
requraments of the Compares Act 2006 and, as regards the Group
financial statements, Article 4 of the IAS Regulaton

Option on other matters prescribed by the Companies Act 2006

In our opxreon

» the part of the Directors’ Remunerabon Report to be audited has been
properly prepared n accordance with the Companies Act 2006, and

« the nformaton given m the Directors’ Report for the financial year for
winch the Group financial statements are prepared s conssstent with the
Group financial statements.

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

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

opnion

* adequate accountmg reconds have not been kept by the parent
company, or retuns adequate for our audit have not been recenved from
branches not wisited by us, or

* the parent company financal statements and the part of the Brectors’
Rermuneraton Report to be audited are not in agreement with the
accountng records and returms, or

= certain disclosures of drectors’ remuneration specified by law am not
made, or

* we have not recerved all the informaton and explanabons we require for
our audit

Under the Listing Rules we am requrred to neview

+ the directors' statement, set out on page 33, in refation to going
concem, and

* the part of the Corporate Governance Statement relating to the
company's compliance with tha nine provissons of the June 2010 UK
Corporate Governance Code specified for our review

= the mformabon given m the Directors” Report for the financial year for
vmchﬂ\eﬁrwmmmamptepamdlsoor&sm with the

"&w:ﬁ

For and on behalf
ERNST & YOUNG LLP
Statutory Auditor
London

11 November 2011
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Notice of Annual General Meeting

Notice 15 hereby grven that the One Hundred and Twenty Second Annual
General Meeting of Briish Empire Secunties and General Trust pic will be
held at Grocers” Hall, Princes Street, London EC2R BAD at 12 noon on
Thursday 15 December 2011 to consider the folowing business

Ordinary Business

1 To recene and adopt the financial statements of the Company for the
financial year ended 30 September 2011 together with the Reports of
the Directors and the Auditor

2 To approve a final Ordinary Dvdend of 6 5 pence per Qrinary Share
3  To approve a Specal Dvdend of 2 0 pence per Ordinary Share

4 To re-elect Mr Strone Macpherson as a Director of the Company

5 To re-elect Mr Steven Bates as a Drector of the Comparnty

6 To re-elect Mrs Rosamund Blomfisdd-Smith as a Director of the
Company

7 To re-glect Mr Andrew Robson as a Director of the Company

8 To re-appomnt Emst & Young LLP as the Company’s Auditor and
authonse the Drectors to determine the Audior's remuneration

9 To receve and adopt the Dwecters’ Remuneration Report

Special Business
To conssder and, «f thought fit, pass the followang resolubon as an Ordinary
Resoclubon

10 THAT, the Deectors of the Company be and are hereby generally and
uncendmonally authonsed in accordance with Sechion 551 of the
Comparues Act 2006 {the "Act”) to exercise all the powers of the
Comparny to allot Ordmary Shares of 10p each in the capital of the
Company {‘Crdinary Shares’) and to grant nghts to subscnbe for or
to convert any secunty into Ordmnary Shares in the Company upto a
maxamum of 23,996,005 Ordinary Shares provded that such authonty
shall expre on the date which s 18 months after the date of the
passing of this resolution o, If earfier, at the conclusion of the next
Annual General Meeting of the Compary m 2012, save that the
Company may before such expry make offers or agresments which
would or might requare Ordinary Shares to be allotted, or nghts to be
granted, after such expey and the Dwectors may aflot Ordinary Shares,
or grant such nghts, n pursuance of such offers or agreements as if
the authorty confesred hereby had not expired, and all unexercised
authonties previously granted to the Drectors to allot Ordinary Shares
be and are hereby revoked

To consuder and, ¥ thought fit, pass the followang resolutions as Specsal
Resolutions.

11 THAT, subyect to the passing of resolsbon 10 atxove, the Daectors of
the Comparty be and are hereby generally authonsed and empowered
pursuant to Sections 570 and 573 of the Companees Act 2006 {the
“Act’} to allot equity secambes (a5 defined m Section 560 of the Act)
{ncluding the grant of nghts to subscribe for, or to convert any
secunties into, Ordmary Shares in the capital of the Company
{'Ordmnary Shares) and the sale of Ordinary Shares held by the
Company n treasury} wholly for cash pursuant to any exsting authonty
gven in accordance with Secton 551 of the Act, as if Secbon 561 of
the Act did nat apply to any such alotment, provided that this power
shall be Bmited

(a} tothe allotment of ecpaty secunties m connechon with an offer of such
secumhes by way of nghits to holders of Ordinasy Shares on the
register of members of the Company on a fixed record date in
proportion (as nearly as may be practcable) to therr respectve
holdings of Ovdinary Shares bit subject to such exclusions or cther
arrangements as the Directors may deem necessary or expedient in
refation to treasury shares, frachonal enttliements or any legal or
prachcal problems ansing under the laws of, or the requarements of,
any termtory of any regutatory or governmental body or authonty or
stock exchange, and

(b} to the allotment {otherwrse than pursuant to sub-paragraph (a) above)
of equity secunhes equating to a macamum of 8,004,000 Ordinary
Shares beng approxamately 5 per cent of the equity shame capital
currently in issue, and such authonty shalt expee on the date of the
next Annual General Meeting of the Company to be held in 2012, save
that the Company may betoe such expiry make an offer or agreement
which would or might requine equity secunbes to be allotted after
such expiry and the Dwectors may allot equity securties in pursuance
of such an offer or agreemant as f the power conferred hereby had
not expired

12 THAT, the Company be and s hereby generally and unconditionally
authonsed for the purposes of Sechon 701 of the Companes Act
2006 {the “Act™) to make one or more market purchases {withun the
meanng of Sechon 633(4) of the Act) of Ordinary Shares of 10p each
n the capital of the Company (‘Ordinary Shares”) either for canceliahon
or to hold as treasury shares within the meaning of Secton 724 of the
Act) pronded that

(a} the maxamum aggregate number of Ordinary Shares hemeby authonsed
to be purchased s 23,986,005,

(b) the Dwectors be authonsed 1o determne at ther discretion that any
Ordinary Shares purchased be cancelled or held by the Company as
treastry shares save that the maxarmum number of Ordinary Shares
held m treasury shall not exceed 10 per cent of the ssued Ordinary
Share capital of the Compary at ary time,
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continued

(¢} the minmmum pnce winch may be paxd for a share shal be 10 pence
[excluswve of associated expenses),

{d) the maanum prce whch may be paid for an Ordinary Shara shall
equate to 105 per cent of the average of the mddie market quotabons
of the Ordnary Shares {as demved from the Daily Official Ust of the
London Stock Exchange) for the five bustness days tmmediately
preceding the date on which the relevant share 1s contracted to be
purchased {exchusive of assocated expenses), and

() unless previcusly vaned, revoked or renewed, the authonty herely
confermed shal expire on the date wich 1s 18 months after the date of
the passing of this resoluton save that the Company may pnor to such
expiry enter into a contract or arangement to purchase Omdinary
Shares under this authonty whch will or may be completed or
executed wholly or partly after the exqury of this authonty and may
make a purchase of ordinary shares pursuant to any such contract or
amangement as If the authonty hereby conferrad had not expred

TR Smiath

i
for and on behalf of

Phoenc: Adminestrabon Serwces Limsted
Secretary

By Order of the

Spngfield Lodge,
Coichester Road,
Chatmsford, Essex CM2 5PW
11 November 2011

Notes

1. Attending the Annual General Mesting in person

#f you wash to attend the Annual General Meetmg m person, you should
sign the attendance card enclosed with this document and hand it to the
Company’s regestrars on armval at the Annual General Meeting

2. Appointment of Proxy

Members are entitied to appoatt a proxy to exercrse all or any of thetr
nghts to attend and to speak and vote on thes behatf at the meeting

A shareholder may appoint more than one proxy in relation to the Annual
General Meeting prowvided that each proiy 15 appointed to exercise the
nghts attached to a diferent share or shares heldd by that sharehoider

A proxy need not be a shareholder of the Company

3. Appontment of Proxy

A proxy tom which may be used to make such appomntment and gve
proxy instruchons accompanies this nobce Whers two or more vaiid
appomntments of proxy are recenved m respect of the same share m relabon
to the same meeting, the one which is last sent shall be treated as
reptacing and revoking the other or others  If the Company 1s unable to
determme wiuch s last sent, the one which is last recesved shall be so
treated If the Company 1s unable to determune esther which is last sent or
which s last recesved, none of such appomtments shall be treated as valid
n respect of that share

To be vald, any proxy form or cther nstrument appointing a proxy must
be recenved by post or {dunng normal business hours onty) by hand

at the Company’'s Regstrars, Equmei Limited, Aspect House, Spencer
Road, Lancing, West Sussex BN99 6DA by 12 noon on Tuesday

13 December 2011

The retumn of a completed proxy form, other such instrument or any
CREST Proxy Instruction {as descnbed in paragraph 8 below) will not
prevent a shareholder attending the Annual General Meetmg and votng in
person if he/she wishes to do so | you require addibonal proxy formns,
please contact the Regstrar's helpline on 0871 384 2490

{+44 121 415 7047 from outside the UK} Lmes are open 8 30am to

5 30pm Monday to Fnday

Alternatively, you may, ff you wish, register the appomntment of a proxy
electronically by logging on to www.sharevote co uk. To use this service
you will need your Vioting 1D, Task ID and Shareholder Reference Number
pnnted on the accompanyng form of proxy Full detals of the procedure
are given on the website

To be vaid, the apportment of a proxy electromcally must be made by
12 noon on Tuesday 13 December 201 1

*Phone calls to thes number cost 8p per minute from a BT landline Other
providers’ costs may vary
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4. Appointment of Proxy by Jont Shareholders

In the case of jort shareholders, where more than one of the jort
shareholders purports to appomt one or More proxies, ondy the purported
appontment submtted by the most senior hoider will be accepted
Senonty 15 determmed by the order in which the names of the jomt
sharehoiders appear m the Company’s regsster of members m respect
of the jomt sharehokding, with tha first named bemg the most serior

5. Nominated Persons

Arty person to whom this notice s semt who 1s a person nommated under
secton 146 of the Comparnes Act 2006 to enpoy mformation nghts (a
“Nommated Person”™) may, under an agreement batween himv/her and the
shareholder by whom he/she was nomnated, have a nght to be apposted
{or to have someone else appomted) as a proxy for the Annual General
Meeting f a Normmated Person has no such proxy appointrent nght or
does not wish to exercese i, he/she may, under any such agreement, have a
nght to give instructions to the shareholder as to the exercrse of voting nghts.

The statement of the nghts of shareholders m relation to the appointment
of proxies does not apply to Normmnated Persons as such nghts can only
be exercrsed by megstered shareholders of the Company

6. Entitlernent to Attend and Vote

To be entitled to attend and vote at the Annual General Meeting (and for
the purpose of the detenmunation by the Company of the votes they may
cast), shareholders must be registered m the Register of Members of the
Company at 6 00 pm on Tuesday 13 December 2011 {or, m the event of
any adjournment, 6 00 pm on the date whach ts two days before the tme
of the adjourned meeting) Changes to the Register of Members after the
relevant deadine shall be disregarded n determning the nghts of any
person to attend and vole at the meeting

7. Issued Share Capital and Total Voting Rights

As at 11 November 2011 the Company’s issued share capial consisted of
160,080,089 Ordinary Shares, canyng one vote aach  Therefore, the voiing
nghts m the Company as at 11 November 2011 squate to a total of
160,080,089 vates

8. CREST Members

CREST members who wish to appont a proxy or proxies through the
CREST electronic proxy appomtment service may do so by using the
procedures described in the CREST Manual CREST Personal Mermbers or
other CREST sponsored members, and those CREST members who have
appomnted a sennce provider(s), shoudd refer to thes CREST sponsor or
voting service providers), who wil be able to taka the appropnate acton
on ther behalf

In order for a proxy appomtment or instruction made using the CREST
serice 10 be vahd, the appropnate CREST message (a "CREST Proxy
Instructon”™) must be property authenticated n accordance with Euroclear
UK & Iretand Limited’s specifications, and must contan the informabon
required for such instruction, as described m the CREST Manual (available
wia www euroclear com/CREST} The message, regardless of whether it
constitutes the appomtment of a proxy or 15 an amendment to the
nstruction grven to a prevously appomted proxy must, in order to be valid,
be transmitted so as to be receved by the sssuer's agent (ID RA1G) by

12 noon on Tuesday 13 December 2011 For this purpose, the tme of
receqpt will be taken to be the time (as detesmemed by the time stamp
appiied to the message by the CREST Appiication Host) from whach the
1ssuer's agent s able to retneve the message by enquiry to CREST in the
manner prescribed by CREST After this tane any change of instrucbons to
proxes appainted through CREST should be communicated 1o the
appomntee through other means

CREST members and, where applicable, thew CREST sponsors, or votng
service providers should note that Eurociear UK & Ireland Limted does not
make available special procedures m CREST for any parhcular message
Norrnal system trmungs and mtabons will, therefore, apply m relation to the
nput of CREST Proxy Instruchons. It is the responsibiity of the CREST
member concemad to take (or, f the CREST member 1s a CREST personal
member, or sponsored member, or has apponted a votng senice
provider, to procure that hes CREST sponsor or voting sence prowvder(s)
take(s)) such acbon as shall be necessary to ensure that a message 18
transmitted by means of the CREST systern by any parbeutar ime In this
connection, CREST members and, where applicable, ther CREST
SpONsors of voling system prowders are referred, m parboutar, to those
secbons of the CREST Manual concerming prachcal Eitabons of the
CREST systemn and tmangs

The Company may treat as swald a CREST Proxy Instruction m the
crcumstances set out n Regulaton 35{S}a) of the Uncertrficated Secunties
Regulations 2001

You may not use any electronic address provided erther m thes Notice of
Meeting or any related documents (including the Form of Proxy) to
communcate with the Company for any purposes other than those
expressly stated
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contnued

9. Corporate Members

Any corporabon whech 1 a member can apportt one or more corporate
representatives who may exercise on its behalf all of its powers as a
member provided that they do not do so in relabon to the same shares

10, Rights to publish statements under section 527 of the
Companes Act 2006

Under section 527 of the Companes Act 2006, members meetng the
threshold requerements set out m that section have the nght to require the
Company to publish on a webstte a statement setting out any matter
relating to

{i} the audn of the Company’s accounts (inchuding the auditor’s report and
the conduct of the audit) that are to be lad befors the Annual Genera)
Meeting, or

(i} any crcumstance connected with an auditor of the Company ceasing
to hold office smee the previous meeting at whech annual accounts and
reports were lad in accordance with sechion 437 of the Companies Act
2006

The Company may not requare the shareholders requesting any such
website publication to pay its expenses m complyng with sections 527 or
528 of the Compames Act 2006 Where the Company 1s required to place
a statement on a webstte under section 527 of the Comparuses Act 2006,
it must forward the statement to the Company's auditor not later than the
time when it makes the statement avaiable on the webste The business
wiich may be dealt with at the Annual General Meebing includes any
staternent that the Compary has been required under section 527 of the
Compantes Act 2006 to publish on a website

11 Questions and Answers

Any member attending the meeting has the nght to ask questons.

The Company must cause to be answered any such quesbon relating to
the busness beng dealt with at the meesting but no such answer need be
gven if {3} to do so would nterfers unduly with the preparation for the
meeting or invoive the disclosure of confidential information, (b) the answer
has atready been given on a website in the form of an answer to a
queshion, or (c) it s undesirable m the niterests of the Company or the
good order of the mesting that the queshon be answered

However, where appropnate, the Chasman may offer to prowde an answer
to a queston after the conclusion of the Annual General Meeting

12. Information on the Company’s wehsite

In accordance with section 311A of the Companies Act 2006, the contents
of thes nobice of meeting, details of the total number of shames i respect
of wihach members are entited to exerasa votng nghts at the AGM and, o
apphicable, any members’ statements, members’ resolutions or members’
matters of busness receved by the Company after the date of this nobce
will be avalable on the Company’s website www brish-empae co uk
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Shareholder Information

Dividends

Shareholders who wish to have ddends paid directly nto a bank account
rather than by cheque to therr registered address can complete a mandate
form for the purpose Mandates may be obtaned from Equani Lmated,
Aspect House, Spencer Road, Lancing, West Sussex BN39 56DA on
request The Company operates the BACS system for the payment of
dwvidends Where dividends are paid directly mto Shareholders’ bank
acoounts, dmdend tax vouchers ame sent to Shareholders’ registered
addresses.

Share Prices

The Company’s Ordinary Shares are fisted on the Londen Stock Exchange
under ‘Investment Trusts” Prces are given dally m The Financial Times,
The Times, The Dally Telegraph, The Scotstman and The Everung Standard

Change of Address

Commumnscations with Shareholders are maded to the last address held on
the Share register Any change or amendment should be notrfied to Equing
Limited at the address given above, under the signature of the registered
holder

Daily Net Asset Value

The net asset value of the Companys shares can be obtaned by
contacting Customer Services on 0845 850 0181 or via the website
www brxish-empee co uk

AV1ISA

The AV1 Stocks and Shares Indnadual Savings Account (1ISA) 15 a savings
account that aflows you to rvest m stocks and shares in ne with HM
Revenue & Customs hmitabons

AV Share Plan

The AV1 Share Plan s a savings plan which aims to prowide a simple and
low cost way for private nvestors to purchase shares in the Brish Empare
Secunties and General Trust Lump sum payments or regular monthly
deposits can be made to the Share Plan

For further aformaton contact Customer Servces
on 0845 850 0181
Cafl charges may apply

Provisional Financial Calendar 2011/2012
15 Decernber 2011 Annual General Meeting

* January 2012 final and Special Davciend paxd on Ordnary Shares
e May 2012 Announcement of half year resudts
* May 2012 Posting of Half Year Report

June 2012 lntenm Dnadend pasd on Crdinary Shares

* November 2012  Announcement of annual results
* November 2012 Posting of Annual Report
* Decernber 2012 Annual General Meeting
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Advisers

vestmont Manager Caorporate Broker
Asset Value tnvestors Limited Winterflood Secures Lamited
25 Berkelay Square The Atnum Bugkdng
London W1J 6HN Camnon Badge

25 Dowgate HA
Registrars and Transfer Office London EC2R 2GA
Equants Limited
Aspect House Auditor
Spencer Road Emst & Young LLP
Lancing 1 More London Place
West Sussex BNI9 6DA London SE1 2AF

Regstrar's Shareholder Helplina

Tel 0871 384 2490

Cals 0 thes rumber cost Bp per minula fom a
8T larling, offer provickys costs may vary. Lines
arg gpen B30y to 5.300m, Monday I Frickne.

Regrstrar's Broker Helpline

Tel 0906 559 6025

Cals io they reumier cost £1 per nwrcde fon o
BT braline, othar Dovils Coss mey wry: Lines
am gpen 8.3 m o 5.30pm, AMonday ko Friday.




